
THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION.

If you are in any doubt as to the action you should take, you are recommended to seek your own personal financial advice

immediately from your stockbroker, bank manager, solicitor, accountant, fund manager or other independent financial adviser

authorised under FSMA if you are in the United Kingdom or, if you are not, from another appropriately authorised independent

financial adviser.

This document comprises a circular and a prospectus relating to FirstGroup and the Rights Issue, prepared in accordance with the Prospectus
Rules of the UK Listing Authority made under section 73A of FSMA. This document has been approved by the FCA in accordance with section
85 of FSMA. A copy of this document has been filed with the FCA in accordance with paragraph 3.2.1 of the Prospectus Rules. This document
will be made available to the public in accordance with paragraph 3.2.1 of the Prospectus Rules by the same being made available at
www.firstgroup.com. This document can also be obtained on request from the Receiving Agent.

Subject to the restrictions set out below, if you sell or transfer or have sold or transferred all of your Existing Ordinary Shares (other than ex-
rights) held in certificated form before 8.00 a.m. on 11 June 2013 (the “Ex-Rights Date”), please send this document, together with any
Provisional Allotment Letter, if and when received, as soon as possible to the purchaser or transferee, or to the stockbroker, bank or other
agent through whom the sale or transfer was effected, for onward delivery to the purchaser or transferee. This document and/or the
Provisional Allotment Letter should not, however, be distributed, forwarded to or transmitted in or into any jurisdiction where to do so might
constitute a violation of local securities laws or regulations, including, but not limited to (subject to certain exceptions), the Excluded Territories.
Please refer to Sections 8 and 9 of Part IV (Terms of the Rights Issue) of this document if you propose to send this document and/or the
Provisional Allotment Letter outside the United Kingdom. If you sell or have sold or transferred all or some of your Existing Ordinary Shares
(other than ex-rights) held in uncertificated form before the Ex-Rights Date, a claim transaction will automatically be generated by Euroclear
which, on settlement, will transfer the appropriate number of Nil Paid Rights to the purchaser or transferee. If you sell or have sold or
transferred only part of your holding of Existing Ordinary Shares (other than ex-rights) held in certificated form before the Ex-Rights Date,
please contact the stockbroker, bank or other agent through whom the sale or transfer was effected immediately. Instructions regarding split
applications are set out in Part IV (Terms of the Rights Issue) of this document and in the Provisional Allotment Letter.

The distribution of this document, any other offering or public material relating to the Rights Issue and/or the Provisional Allotment

Letter and/or the transfer of Nil Paid Rights, Fully Paid Rights and/or New Ordinary Shares into a jurisdiction other than the United

Kingdom may be restricted by law and therefore persons into whose possession this document (and/or any accompanying

documents) comes should inform themselves about and observe any such restrictions. In particular, subject to certain exceptions,

this document and the Provisional Allotment Letter should not be distributed, forwarded to or transmitted in or into the United

States or any of the other Excluded Territories or into any other jurisdiction where the extension or availability of the Rights Issue

would breach any applicable law. Any failure to comply with any such restrictions may constitute a violation of the securities laws of

any such jurisdictions. The Nil Paid Rights, the Fully Paid Rights and the New Ordinary Shares have not been and will not be

registered under the Securities Act or under any securities laws of any state or other jurisdiction of the United States and may not

be offered, sold, taken up, exercised, resold, renounced, transferred or delivered, directly or indirectly, within the United States

except pursuant to an applicable exemption from, or in a transaction not subject to, the registration requirements of the Securities

Act and in compliance with any applicable securities laws of any state or other jurisdiction of the United States.

The Existing Ordinary Shares have been admitted to the premium listing segment of the Official List, and to trading on the London Stock
Exchange’s main market for listed securities. Application will be made to the UK Listing Authority for the New Ordinary Shares (nil and fully
paid) to be admitted to the premium listing segment of the Official List and to the London Stock Exchange for the New Ordinary Shares (nil and
fully paid) to be admitted to trading on the London Stock Exchange’s main market for listed securities (together, “Admission”). It is expected
that Admission will become effective and that dealings in the New Ordinary Shares (nil paid) will commence on the London Stock Exchange at
8.00 a.m. on 11 June 2013.
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Your attention is drawn to the letter from the chairman of the Company which is set out in Part III (Letter from the Chairman) of this

document. You should read the whole of this document and any documents incorporated herein by reference. Shareholders and any

other persons contemplating acquisition of the Nil Paid Rights, Fully Paid Rights or New Ordinary Shares should refer to Part II (Risk

Factors) for a description of certain important factors, risks and uncertainties that may affect the Group’s business, the Rights Issue and

the New Ordinary Shares and which should be taken into account when considering whether to take up rights under the Rights Issue.

The latest time and date for acceptance and payment in full of entitlements under the Rights Issue is 11.00 a.m. on 25 June 2013. The

procedure for acceptance and payment is set out in Part V (Terms of the Rights Issue) of this document and, for Qualifying Non-

CREST Shareholders only, will also be set out in the Provisional Allotment Letter. Qualifying CREST Shareholders should refer to

Section 9(b) of Part IV (Terms of the Rights Issue) of this document.

Subject to the passing of the Resolution at the General Meeting, it is expected that Qualifying Non-CREST Shareholders (other than Excluded
Shareholders) will be sent Provisional Allotment Letters on 10 June 2013 and that Qualifying CREST Shareholders (other than Excluded
Shareholders) will receive a credit note to the appropriate stock accounts in CREST in respect of the Nil Paid Rights to which they are entitled on
11 June 2013. The Nil Paid Rights so credited are expected to be enabled for settlement by Euroclear as soon as practicable after Admission.

Qualifying CREST Shareholders who are CREST sponsored members should refer to their CREST sponsors regarding the action to be taken
in connection with this document and the Rights Issue.



J.P. Morgan Cazenove, Goldman Sachs International and Merrill Lynch International (the “Joint Bookrunners”) and HSBC Bank
plc (together with the Joint Bookrunners, the “Underwriters”), which are authorised in the United Kingdom by the Prudential
Regulation Authority and regulated in the United Kingdom by the Prudential Regulation Authority and the Financial Conduct
Authority, are acting exclusively for FirstGroup and no one else in connection with the Rights Issue and will not regard any other
person (whether or not a recipient of this document) as their respective clients in relation to the Rights Issue and will not be
responsible to anyone other than FirstGroup for providing the protections afforded to clients of the Underwriters nor for providing
advice in connection with the Rights Issue or any other matter referred to herein.

Apart from the responsibilities and liabilities, if any, which may be imposed on the Underwriters by FSMA or the regulatory
regime established thereunder, none of the Underwriters accepts any responsibility whatsoever or makes any representation or
warranty, express or implied, for the contents of this document including its accuracy, completeness or verification or for any
other statement made or purported to be made by any of them, or on behalf of them in connection with the Company, the New
Ordinary Shares or the Rights Issue and nothing in this document is or shall be read as a promise or representation in this
respect, whether as to the past or future. The Underwriters accordingly disclaim all and any liability whatsoever whether arising in
tort, contract or otherwise (save as referred to above) which either of them might otherwise have in respect of this document or
any such statement.

The Underwriters may engage in trading activity other than short selling for the purpose of hedging their commitments under the
Underwriting Agreement or otherwise. Such activity may include purchases and sales of securities of the Company and related
and other securities and instruments (including Ordinary Shares, Nil Paid Rights and Fully Paid Rights).

In making an investment decision, each investor must rely on their own examination, analysis and enquiry of the Company and
the terms of the Rights Issue, including the merits and risks involved.

The investors also acknowledge that: (i) they have not relied on the Underwriters or any person affiliated with the Underwriters in
connection with any investigation of the accuracy of any information contained in this document or their investment decision; and
(ii) they have relied only on the information contained in this document, and that no person has been authorised to give any
information or to make any representation concerning the Company or its subsidiaries or the New Ordinary Shares (other than as
contained in this document) and, if given or made, any such other information or representation should not be relied upon as
having been authorised by the Company or the Underwriters.

BNP Paribas, Banco Santander, S.A. and Crédit Agricole Corporate and Investment Bank are acting in a sub underwriting
capacity only on the transaction, and as key relationship banks to the Company are named as Co-Lead Managers. BNP Paribas,
Banco Santander, S.A. and Crédit Agricole Corporate and Investment Bank are not parties to the Underwriting Agreement.

EXCEPT AS OTHERWISE SET OUT HEREIN, THE RIGHTS ISSUE DESCRIBED IN THIS DOCUMENT IS NOT BEING AND
WILL NOT BE MADE TO SHAREHOLDERS OR INVESTORS IN THE UNITED STATES OR ANY OF THE OTHER EXCLUDED
TERRITORIES. All Restricted Shareholders and any person (including, without limitation, a nominee or trustee) who has a
contractual or legal obligation to forward this document or any Provisional Allotment Letter, if received, or other document to a
jurisdiction outside the United Kingdom should read Section 8 of Part IV (Terms of the Rights Issue) of this document entitled
“Restricted Shareholders”.

NOTICE TO US INVESTORS

Except as otherwise provided for herein, this document does not constitute an offer of Nil Paid Rights, Fully Paid Rights, New
Ordinary Shares or Provisional Allotment Letters to any Shareholder with a registered address in, or who is resident in, the
United States or the other Excluded Territories. None of the Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares or
the Provisional Allotment Letters have been or will be registered under the relevant laws of any state, province or territory of the
Excluded Territories. This document does not constitute an offer to sell or a solicitation of an offer to buy New Ordinary Shares or
Fully Paid Rights or to take up entitlements to Nil Paid Rights in any jurisdiction in which such offer or solicitation is unlawful.
Notwithstanding the foregoing, the Company reserves the right to offer and deliver the Nil Paid Rights to, and the Fully Paid
Rights and the New Ordinary Shares may be offered to and acquired by, a limited number of persons in the United States
reasonably believed to be “Qualified Institutional Buyers”, or QIBs, in offerings exempt from, or in a transaction not subject to, the
registration requirements under the Securities Act. The New Ordinary Shares being offered outside the United States are being
offered in reliance on Regulation S. Subject to certain limited exceptions, neither this document nor the Provisional Allotment
Letters will be distributed in or into the United States or any of the other Excluded Territories.

The Nil Paid Rights, the Fully Paid Rights and the New Ordinary Shares have not been approved or disapproved by the SEC,
any state securities commission in the United States or any other US regulatory authority, nor have any of the foregoing
authorities passed upon or endorsed the merits of the offering of the Nil Paid Rights, the Fully Paid Rights or the New Ordinary
Shares or the accuracy or adequacy of this document. Any representation to the contrary is a criminal offence in the United
States. None of the Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares and the Provisional Allotment Letters have
been or will be registered under the Securities Act or under the securities laws of any state or other jurisdiction of the US, and
may not be offered, sold, taken up, exercised, resold, renounced, transferred or delivered, directly or indirectly, within the United
States except pursuant to an applicable exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act and in compliance with any applicable securities laws of any state or other jurisdiction of the United States.
Prospective investors in the United States are hereby notified that the Company may be relying on the exemption from the
provisions of Section 5 of the Securities Act provided by Rule 144A thereunder.

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENCE HAS BEEN FILED

UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR

THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OR NEW

HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT

FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT

THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE

SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED
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OR GIVEN APPROVAL TO ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE

MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH

THE PROVISIONS OF THIS SECTION.

NOTICE TO AUSTRALIAN INVESTORS

The offer to which this document relates is being made in Australia under Australian Securities and Investments Commission
(“ASIC”) Class Order 00/183 Foreign Rights Issue (“Class Order”). Consistent with the terms of the Class Order, a copy of this
document will be lodged with ASIC within seven days of the making of the offer together with a statement disclosing the number of
Australian offerees, their addresses and the percentage of share capital held by Australian offerees. This document is not a
prospectus nor any other form of disclosure document regulated by the Corporations Act 2001 (Cth) (“Corporations Act”).
Accordingly, this document may not contain all of the information which would otherwise be required by Australian law to be
disclosed in a prospectus prepared in accordance with the Corporations Act. ASIC does not take any responsibility for the contents
of this document.

As the offer will be made without disclosure in Australia under Chapter 6D of the Corporations Act, the offer of any new shares
for resale in Australia within 12 months may, under section 707 of the Corporations Act, require disclosure to investors.
Accordingly any person who acquires new shares pursuant to this offer document should not, within 12 months of the acquisition
of new shares, offer, transfer, assign or otherwise alienate those new shares to investors in Australia except in circumstances
where disclosure to investors is not required. Shares transferred on-market on the London Stock Exchange are not subject to the
Australian disclosure regime.

The information provided in this document is not financial product advice and is not intended to be relied upon as advice to
investors or potential investors. This document has been prepared without taking into account the financial situation, investment
objectives or particular needs of any particular person. These should be considered, with professional advice, when deciding if an
investment is appropriate.

NOTICE TO IRISH INVESTORS

This document does not constitute or form part of a prospectus within the meaning of the Prospectus (Directive 2003/71/EC)
Regulations 2005 of Ireland, or the national legislation or regulation of Ireland.

NOTICE TO JAPANESE INVESTORS

No public offering of the Nil Paid Rights, the Fully Paid Rights or the New Ordinary Shares is being made in Japan. The Nil Paid
Rights, the Fully Paid Rights, the New Ordinary Shares and the Provisional Allotment Letters have not been and will not be
registered under Article 4, Paragraph 1 of the Financial Instruments and Exchange Act of Japan (Act No. 25 of 1948, as amended)
(the “FIEA”), on the grounds that the placement of the Nil Paid Rights, the Fully Paid Rights and the New Ordinary Shares in Japan
made pursuant to this Prospectus qualifies as a “small number private placement” under Article 2, Paragraph 3, Item 2, Sub-item
(ha) of the FIEA. No offeree in Japan may transfer less than all of the Nil Paid Rights, the Fully Paid Rights or the New Ordinary
Shares acquired to any transferee.

NOTICE TO CANADIAN INVESTORS

The Nil Paid Rights, the Fully Paid Rights and the New Ordinary Shares are being offered and sold to persons resident in certain
provinces and territories of Canada pursuant to exemptions from the prospectus and registration requirements that otherwise
apply to a distribution of securities under applicable Canadian securities legislation. Such exemptions relieve the Company from
the provisions under such legislation that would, among other things, require the Company to prepare and file a preliminary and
final prospectus in respect of this offering, with the result that purchasers will not receive certain protections associated with an
investment in securities distributed under a prospectus, including the review of this document by a securities commission or
similar regulatory authority and the ability to exercise rights of withdrawal or statutory rights of action in certain jurisdictions. Each
purchaser is urged to consult with its own legal advisor as to the details of the exemptions being relied upon and the
consequences of purchasing securities pursuant to such exemptions. See Section 8 of Part IV (Terms of the Rights Issue) of this
document.

Capitalised terms have the meanings ascribed to them in Part XIV (Definitions and Interpretation) of this document.

Certain information in relation to the Company is incorporated by reference into this document, see Part XIII (Documents
incorporated by reference) of this document.

Any reproduction or distribution of this document, in whole or in part, and any disclosure of its contents or use of any information
for any purposes other than in considering an acquisition of Nil Paid Rights, Fully Paid Rights or New Ordinary Shares is
prohibited, except to the extent such information is otherwise publicly available. By accepting delivery of this document, each
offeree of the Nil Paid Rights, the Fully Paid Rights or the New Ordinary Shares agrees to the foregoing.

No person has been authorised to give any information or make any representations other than those contained in this

document and, if given or made, such information or representations must not be relied upon as having been

authorised by FirstGroup. Subject to FSMA, the Listing Rules, the Disclosure and Transparency Rules and the

Prospectus Rules, neither the delivery of this document nor any acquisition or sale made hereunder shall, under any

circumstances, create any implication that there has been no change in the affairs of FirstGroup since the date of this

document or that the information in this document is correct as at any time after this date. Without limitation, the

contents of the Group’s website do not form part of this document.

The contents of this document are not to be construed as legal, business or tax advice. None of the Company or the
Underwriters, or any of their respective representatives, is making any representation to any offeree or purchaser of the New
Ordinary Shares regarding the legality of an investment in the New Ordinary Shares by such offeree or purchaser under the laws
applicable to such offeree or purchaser. Each prospective investor should consult his, her or its own legal adviser, financial
adviser or tax adviser as to the legal, financial or tax related aspects of a purchase of the New Ordinary Shares.

The date of this document is 22 May 2013.
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PART I

SUMMARY

Summaries are made up of disclosure requirements known as ‘Elements’. These elements are
numbered in Sections A – E (A.1 – E.7). This summary contains all the Elements required to be
included in a summary for this type of security and issuer. Because some Elements are not required to
be addressed, there may be gaps in the numbering sequence of the Elements. Even though an
Element may be required to be inserted in the summary because of the type of security and issuer, it is
possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary with the mention of ‘not applicable’.

Section A – Introductions and warnings

Element Disclosure Requirement Disclosure

A.1 Warning This summary should be read as introduction to the
Prospectus. Any decision to invest in the securities
should be based on consideration of the Prospectus as
a whole by the investor. Where a claim relating to the
information contained in the Prospectus is brought
before a court, the plaintiff investor might, under the
national legislation of the Member States, have to bear
the costs of translating the Prospectus before the legal
proceedings are initiated. Civil liability attaches only to
those persons who have tabled the summary including
any translation thereof, but only if the summary is
misleading, inaccurate or inconsistent when read
together with the other parts of the Prospectus or it
does not provide, when read together with the other
parts of the Prospectus, key information in order to aid
investors when considering whether to invest in such
securities.

A.2 Resale or final placement of
securities through financial
intermediaries

Not applicable. FirstGroup is not engaging any financial
intermediaries for any resale of securities or final
placement of securities after publication of this
document.

Section B – Issuer

Element Disclosure Requirement Disclosure

B.1 Legal and commercial name FirstGroup plc.

B.2 Domicile / legal form / legislation
under which the issuer operates
/ country of incorporation

The Company is incorporated in Scotland as a public
limited company, limited by shares. Its registered office
is situated in Scotland and its registered number is
SC157176. The principal legislation under which the
Company operates is the Companies Act.
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B.3 Current operations / Principal
activities / Principal markets

FirstGroup is the parent company of an international
surface-based passenger transport group. FirstGroup
is incorporated in Scotland, and its shares are currently
quoted on the London Stock Exchange. The Group
operates principally in the UK and North America,
together with some minor activities in other European
countries, including Denmark.

The Group has grown significantly over the past two
decades, from a local bus service provider in
Aberdeen, to become the largest surface-based
passenger transport group in the UK and North
America (based on revenue) with £6,900.9 million in
gross revenue in FY 2013. FirstGroup maintains
leading positions in the UK as the largest passenger
rail operator (based on revenue) and as one of the
largest bus operators (based on size of bus fleet). In
North America, the Group is the largest provider of
student transportation (based on size of bus fleet), the
only national provider of scheduled intercity passenger
coach transportation services and one of the largest
private sector providers of public transit management
and contracting services in the US (based on revenue).

The Group currently operates through the following five
divisions, which are diversified by geography, customer
base and mix of contract-backed and passenger revenue:

• First Student, which is the largest provider of
student transportation in North America (based on
size of bus fleet), with an average fleet size during
FY 2013 of approximately 50,000 yellow school
buses, carrying approximately six million students
per school day across 38 States in the US and
eight provinces and territories in Canada during
FY 2013;

• First Transit, which is one of the largest private
sector providers of public transit management and
contracting in North America (based on revenue),
managing fixed route services on behalf of its
customers and providing shuttle bus services,
paratransit operations and other light transit
activities. First Transit is also one of the largest
private sector providers of municipal vehicle fleet
maintenance in the US (based on revenue);

• Greyhound, which is the only national provider of
scheduled intercity passenger coach transportation
services in the US and Canada, with an average
fleet size during FY 2013 of approximately 1,700
vehicles, providing passenger services to
approximately 3,800 destinations. During FY 2013,
approximately 18 million passengers travelled
approximately 5.5 billion miles with Greyhound;
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• UK Bus, which is one of the largest bus operators
in the UK (based on size of bus fleet), with an
average fleet size during FY 2013 of approximately
7,400 buses (approximately 900 of which the
Group has agreed to sell as part of its disposal of
substantially all of its London business), operating
around a fifth of local bus services, serving a large
number of communities (including 40 of the UK’s
largest towns and cities) and carrying
approximately 2.5 million passengers per day
during FY 2013; and

• UK Rail, which is the largest rail operator in the UK
(based on revenue), with approximately a quarter
of the UK’s passenger rail network, a portfolio of
intercity, commuter and regional franchises and
one open access operator and carrying over
310 million passengers during FY 2013.

In FY 2013, the Group reported revenue of
£6,900.9 million, an operating profit from continuing
operations of £205.7 million and basic EPS (from
continuing operations) of 7.3 pence.

B.4a Most significant recent trends of
the Company and its industry

In the announcement of FirstGroup’s preliminary
results for FY 2013, released on 20 May 2013, the
Company stated: “With a fundamentally attractive
portfolio of businesses and leading positions in each of
our markets, we are focused on delivering outstanding
services to our customers and communities, and
harnessing the significant opportunities we have to
create long term sustainable value. We have delivered
a resilient trading performance in line with our
expectations and have also achieved most of the other
goals we had set ourselves during the year, including
our £100m UK Bus disposal programme and divesting
other non-core assets including First Support Services.

The real long term opportunity, however, arises from
the Group’s business recovery programmes,
particularly in First Student and UK Bus. The Group
has clear plans in place for all its divisions and, while
there remains significant work to be done, the Board’s
confidence has grown as a result of progress made to
date.”

Also in that announcement, Martin Gilbert announced
his intention to stand down as Chairman of the
Company once a successor had been appointed.
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B.5 Group structure FirstGroup plc is the parent company of the Group, an
international surface-based passenger transport group.
The Group operates principally in the UK and North
America (including limited operations in the US/
Mexican border region), together with some minor
activities in other European countries, including
Denmark and Ireland. The principal subsidiaries of the
Company are:

UK local bus and coach
operators

North American school bus
operators

CentreWest London Buses
Limited

Cardinal Coach Lines Limited
(60%)

First Aberdeen Limited First Canada ULC
First Beeline Buses Limited First Student, Inc.
First Bristol Limited
First Capital East Limited
First Capital North Limited

Transit contracting / fleet
maintenance

First Cymru Buses Limited First Transit, Inc.
First Devon & Cornwall
Limited

First Vehicle Services, Inc.

First Eastern Counties Buses
Limited

North American coach
operators

First Scotland East Limited Americanos USA, Inc.
First Essex Buses Limited Greyhound Lines, Inc.
First Glasgow (No. 1) Limited Greyhound Canada

Transportation ULCFirst Glasgow (No. 2) Limited
First Hampshire and Dorset
Limited Rail companies
First Manchester Limited First Capital Connect Limited
First Midland Red Buses
Limited
First Potteries Limited
First Somerset and Avon
Limited
First South Yorkshire Limited
First West Yorkshire Limited
First York Limited
Leicester CityBus Limited
(94%)
Northampton Transport
Limited

First Greater Western Limited
First/Keolis TransPennine
Limited (55%)
First ScotRail Limited
Hull Trains Company Limited
(80%)
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B.6 Notifiable interests As at 20 May 2013 (being the latest practicable date
prior to the publication of this document), the Company
had been notified in accordance with Rule 5 of the
Disclosure and Transparency Rules of the following
interests in its Ordinary Shares:

Number of
Shares

Percentage
interest of

issued ordinary
share capital

Majedie Asset Management
Limited 25,287,428 5.25
JP Morgan Chase Bank 24,250,189 5.03
Lloyds Banking Group plc 23,464,316 4.87
Standard Life Investments Limited 23,409,623 4.86
AXA S.A. 22,235,746 4.62
Artemis Investment Management
Limited 20,586,417 4.27
BlackRock Inc. 18,108,118 3.76
Norges Bank 15,600,478 3.24
Universities Superannuation
Scheme Ltd 14,907,952 3.09

Save as disclosed in this section, FirstGroup is not
aware of any person who, as at 20 May 2013 (being
the latest practicable date prior to the publication of this
document), directly or indirectly, has a holding which is
notifiable under English law.

FirstGroup and its directors are not aware of any
persons who, as at 20 May 2013 (being the latest
practicable date prior to the publication of this
document), directly or indirectly, jointly or severally,
exercise or could exercise control over FirstGroup nor
is it aware of any arrangements the operation of which
may at a subsequent date result in a change of control
of the Company.

Different voting rights /
controlling interests

Not applicable. All Ordinary Shares (other than treasury
shares) have the same voting rights.

B.7 Historical key financial
information for the Company

Selected historical financial information relating to the
Group which summarises the Group’s consolidated
results of operations from continuing operations,
financial condition and cash flow statement as of and
for the financial years ended 31 March 2011, 2012 and
2013 is set out in the following table. All information
has been extracted without material adjustment from
the audited financial statements of FirstGroup as set
out in the 2013 financial statements in Appendix 1 to
this document (for FY 2013) and the 2012 Annual
Report (for FY 2012 and FY 2011).

Consolidated balance sheet

FY 2013
(£ in millions)

FY 2012
(£ in millions)

FY 2011
(£ in millions)1

Non-current assets 4,060.3 4,072.7 4,161.5
Current assets 1,471.0 1,239.8 1,104.6
Total assets 5,531.3 5,312.5 5,266.1
Total liabilities (4,712.0) (4,431.5) (4,315.2)
Net assets 819.3 881.0 950.9
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Consolidated income statement

Continuing Operations
FY 2013

(£ in millions)
FY 2012

(£ in millions)
FY 2011

(£ in millions)1

Revenue 6,900.9 6,678.7 6,416.7
Operating costs (6,692.5) (6,231.7) (6,103.7)

Operating profit before (loss)/profit on disposal of
properties 208.4 447.0 313.0

(Loss)/profit on disposal of properties (2.7) 1.0 (4.4)

Operating profit 205.7 448.0 308.6
Investment income 1.8 2.0 1.9
Finance costs (170.3) (170.1) (184.0)

Profit before tax 37.2 279.9 126.5
Tax (10.6) (50.1) (16.7)

Profit after tax 47.8 229.8 109.8

Profit attributable to equity holders 35.0 196.2 103.2
Basic EPS (p) 7.3 42.7 20.0
Diluted EPS (p) 7.2 42.5 19.8

Consolidated cash flow statement

FY 2013
(£ in millions)

FY 2012
(£ in millions)

FY 2011
(£ in millions)1

Cash and cash equivalents at the beginning of year 499.7 388.0 335.0
Net cash from operating activities 332.7 475.4 555.7
Net cash used in investing activities (157.4) (109.1) (165.6)
Net cash flow from financing activities 3.8 (252.2) (336.7)
Net increase in cash and cash equivalents before

foreign exchange movements 179.1 114.1 53.4
Foreign exchange movements 3.3 (2.4) (0.4)
Cash and cash equivalents at end of year 682.1 499.7 388.0

1 The financial results for the year ended 31 March 2011 are presented here as restated in the 2012
Annual Report to show the results of FirstGroup Deutschland GmbH, which was sold during the
year, within discontinued operations.

In FY 2011, FY 2012 and FY 2013, the Group’s
revenue was £6,416.7 million, £6,678.7 million, and
£6,900.9 million respectively. Revenue in FY 2012
increased 4.1 per cent. compared to FY 2011,
reflecting an increase in revenue in First Transit,
Greyhound, UK Rail and UK Bus and an extra week of
trading in FY 2012 compared to FY 2011, partially
offset by a decrease in revenue in First Student.
Excluding the extra week of trading reflected in
FY 2012, the increase would have been 2.9 per cent..
Revenue in FY 2013 increased 3.3 per cent. compared
to FY 2012, principally due to higher passenger
receipts and higher subsidy receipts in UK Rail.
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Operating profit from continuing operations before
(loss)/profit on disposal of properties in FY 2011,
FY 2012 and FY 2013 was £313.0 million,
£447.0 million, and £208.4 million respectively. The
53.4 per cent. decrease in FY 2013 compared to
FY 2012 was primarily due to higher operating costs in
UK Rail and a more favourable outcome on exceptional
items in FY 2012, largely reflecting changes in UK Bus
pension schemes that were not repeated in FY 2013,
government cuts impacting on fuel duty rebates and
higher Network Rail charges to UK Rail. The 42.8 per
cent. increase in FY 2012 compared to FY 2011 was
primarily due to £73.3 million recognised as an
exceptional gain resulting from changes to the UK Bus
pension schemes and certain exceptional operating
costs in FY 2011 (in connection with the UK Rail First
Great Western provision, restructuring and right sizing
costs under the First Student recovery plan and First
Transit goodwill impairment and contract provision) not
being repeated in FY 2012.

Cash and cash equivalents at the end of the year in
FY 2011, FY 2012 and FY 2013 were £388.0 million,
£499.7 million and £682.1 million respectively, with an
increase in the year-end cash balance for each of the
periods under review. The increase in the FY 2013
year-end cash balance reflected:

(i) a positive inflow of cash from financing activities
partially offset by a decrease in net cash provided by
operating activities (primarily due to lower operating
profit and a reduction in payables and receivables,
partially offset by lower defined benefit pension scheme
payments in excess of income statement charge and a
lower decrease in provisions); and

(ii) an increase in the cash used in investing activities
(primarily due to higher purchases of property, plant
and equipment and lower proceeds from asset
disposals, partially offset by higher proceeds from
business disposals).

Net cash used in financing activities was positive due
to receipt of the proceeds from the issuance of the
2022 Bonds, which were used to repay bank debt. The
increase in the FY 2012 year-end cash balance
compared to FY 2011 reflected a decrease in cash
used (a) in investing activities, principally due to
decreased purchases of, and increased proceeds from
the disposal of, property, plant and equipment, and
(b) in financing activities, primarily due to the receipt of
£90.2 million in net proceeds from the issue of the
Fixed Rate Senior Loan Notes in FY 2012 and lower
repayments of bank debt. This was partially offset by a
decrease in cash inflow from operating activities,
primarily due to increased defined benefit pension
payments in excess of income statement charges.

Save as set out above, there has been no significant
change in the Company’s financial condition and
results of operations during or subsequent to the period
covered by the historical key financial information on
the Company set out in this section.
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B.8 Selected key pro forma financial
information

Selected unaudited pro forma financial information
which illustrates the effect of the Rights Issue on the
Group’s net assets as if it had occurred on 31 March
2013 is set out below. The unaudited pro forma
financial information does not reflect other post-balance
sheet date events in relation to the Company, including
the repayment of the £300 million 2013 Bonds on 15
April 2013. The unaudited pro forma financial
information has been prepared for illustrative purposes
only and, because of its nature, addresses a
hypothetical situation and therefore does not represent
the Group’s financial position or results.

FirstGroup as at
31 March 2013

(audited)
£m

Adjustments
(unaudited)

£m

Unaudited Pro forma
as at 31 March 2013

(unaudited)
£m

Total non-current assets 4,060.3 — 4,060.3
Total current assets 1,471.0 585 2,056.0
Total assets 5,531.3 585 6,116.3
Total current liabilities 1,785.4 — 1,785.4
Total non-current liabilities 2,926.6 — 2,926.6
Total liabilities 4,712.0 — 4,712.0
Total net assets 819.3 585 1,404.3

B.9 Profit forecast and Estimate Not applicable. No profit forecast or estimate is
included in this document.

B.10 Qualifications in the audit
reports

Not applicable. The audit reports on the historical
financial information contained in, or incorporated by
reference into, this document are not qualified.

B.11 Working capital qualification Not applicable. The Company is, and the Directors are,
of the opinion that, after taking into account existing
available facilities, the working capital available to the
Group is sufficient for its present requirements, that is
for at least the next 12 months from the date of
publication of this document.

Section C – Securities

Element Disclosure Requirement Disclosure

C.1 Type and the class of the
securities

FirstGroup will issue up to 725,000,000 ordinary shares
of five pence each in the capital of FirstGroup pursuant
to the Rights Issue. The ISIN the New Ordinary Shares
will trade under is GB00B8HX6431.

C.2 Currency of the securities issue The Ordinary Shares are priced in Pounds Sterling, and
the New Ordinary Shares will be quoted and traded in
Pounds Sterling.

C.3 Shares issued / Value per share As at 20 May 2013, being the latest practicable date
prior to the publication of this document, the Company
has in issue 482,067,170 fully paid ordinary shares of 5
pence each, 160,779 of which are held in treasury.
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C.4 Description of the rights
attaching to the securities

The New Ordinary Shares will be issued credited as
fully paid and will rank pari passu in all respects with
the Ordinary Shares in issue at the time the New
Ordinary Shares are delivered, including in relation to
any dividends or other distributions with a record date
falling after the date of allotment and issue of New
Ordinary Shares.

Subject to any special rights, restrictions or prohibitions
on voting for the time being attached to any Ordinary
Shares (for example, in the case of joint holders of a
share, the only vote which will count is the vote of the
person whose name is listed before the other voters on
the register for the share), Shareholders shall have the
right to receive notice of, and to attend and vote at,
general meetings of FirstGroup. Subject to the
provisions of the Companies Act, FirstGroup may from
time to time declare dividends and make other
distributions on the Ordinary Shares. Shareholders are
entitled to participate in the assets of FirstGroup
attributable to their shares in a winding-up of FirstGroup
or other return of capital, however, they have no rights
of redemption.

C.5 Restrictions on free
transferability of the securities

Not applicable. There are no restrictions on the free
transferability of the Ordinary Shares in the UK.

C.6 Admission / Regulated markets
where the securities are traded

Application will be made to the UK Listing Authority and
to the London Stock Exchange for the New Ordinary
Shares (nil and fully paid) to be admitted to the
premium listing segment of the Official List and to
trading on the London Stock Exchange’s main market
for listed securities. It is expected that Admission of the
New Ordinary Shares will become effective, and that
dealings in the New Ordinary Shares will commence at
8.00 a.m. on 11 June 2013.

C.7 Dividend policy The Board recognises that dividends are seen as an
important component of equity returns by many of the
Shareholders. In the medium term, as the business
performance improves, the Board intends to
re-establish a progressive and sustainable dividend
policy to target dividend cover of 2-2.5 times. In the
short term, the Board intends that:

• no final dividend will be paid in respect of FY 2013;

• no interim dividend will be paid in respect of FY
2014;

• dividend payments recommence with a final
dividend in FY 2014, subject to performance in line
with business expectations, as a transition to re-
establishing a progressive dividend policy
thereafter;

• subject to the Board determining the exact amount,
a transitional final dividend of up to £50 million in
FY 2014 would be recommended; and

• thereafter, a dividend cover of 2.0 – 2.5 times will
be targeted.
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Section D – Risks

Element Disclosure Requirement Disclosure

D.1 Key information on the key risks
that are specific to the Company
or its industry

• The Group’s financial condition and results of
operations could be adversely affected by
economic conditions in, and political developments
affecting, the markets in which it operates. The
United States and United Kingdom, in particular,
have experienced, since the credit crisis,
significant economic issues, which continue in a
number of geographic areas in both countries.

• UK Rail, which is the largest contributor to the
Group’s revenue, derives revenue almost entirely
from franchises awarded by the DfT and Transport
Scotland. Should the Group fail to comply with the
conditions of its franchises, it may be subject to
penalties, including termination of the applicable
agreement, which could result in a loss of
confidence in the Group and affect the Group’s
ability to bid for and win future franchises.
Furthermore, failure to win new, or retain existing,
franchises could result in a lower contribution to
the Group’s revenue and profits.

• The Group derives a substantial portion of its
revenue from long-term fixed price contracts and
franchises and obtains most of these through a
competitive bidding process. There is inherent risk
in the estimation process of bidding for contracts
and franchises and incorrect bid assumptions may
lead to greater than anticipated costs and reduced
profitability. In addition, competitive bidding may be
costly and the Group’s performance under its
existing contracts or franchises may affect the
Group’s ability to bid successfully for new contracts
or franchises. Bodies awarding contracts may also
decide to cancel previously awarded contracts or
franchises or re-run the bidding process for
technical reasons. Any failure to win new, or retain
existing, contracts or franchises may have a
material adverse effect on the Group’s financial
condition and results of operation.

• The Group’s business is subject to price volatility of
fuel and is highly dependent on the availability of
fuel. Future fuel price increases, continued high
fuel price volatility or fuel supply shortages may
result in a curtailment of scheduled services or
breaches of the Group’s agreements and may
have a material adverse effect on the Group’s
financial condition and results of operations.

• Acts of terrorism and other acts of violence or other
man-made or natural disasters, including any
outbreak of contagious disease, may affect the
public’s willingness to use public transportation
services, lead to increased security processes and
associated additional costs, or disrupt
transportation, and may have a material adverse
effect on the Group’s financial condition and results
of operations.
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• The Group relies on information technology in all
aspects of its business. Any significant disruption
or failure, caused by external factors, denial of
service, computer viruses or human error, could
result in a service interruption, accident,
misappropriation of confidential information
(including credit card data), process failure,
security breach or other operational difficulties.
Such an event could result in increased capital,
insurance or operating costs, including increased
security costs to protect the Group’s infrastructure.

• The Group faces intense competition from other
transportation providers in the areas of pricing and
service. Failure to meet customer expectations
may result in contracts not being renewed, in
favour of competitors, or passengers choosing to
use alternative transportation. Failure to respond to
competitive pressures effectively may have a
material adverse effect on the Group’s financial
condition and results of operations.

• Passenger transportation is a highly regulated
industry and the Group and its operations are
subject to a variety of laws and regulations,
including environmental laws and regulations. The
Group incurs capital and operating expenditure
and other costs in complying with applicable laws
and regulations and any imposition of stricter laws
and regulation could be costly to implement or
could limit the Group’s operational flexibility and
efficiency. In addition, if the Group were found to
be in violation of applicable laws or regulations, it
could significantly increase the cost of doing
business and the Group could be subject to
substantial fines or penalties and to civil and
criminal liability.

• The Group is subject to legal proceedings and
other claims arising out of the conduct of its
business, including proceedings and claims
relating to alleged violations of labour and
employment law, including wage and hour laws,
industrial disease claims, contractual disputes and
accidents involving the Group’s operations and
employees. The Group self-insures against certain
claims and may therefore be required to bear
substantial losses on third party claims without the
aid of insurance coverage. Adverse judgments,
awards and settlements and significant costs of
defence, particularly in respect of uninsured or self-
insured claims, could adversely affect the Group’s
financial position or results of operations.

• The Group has significant defined benefit and
defined contribution pension obligations and its
defined benefit pension schemes are in deficit. The
Group may be required to increase its level of
contribution over and above what it is already
required to contribute to fund the existing deficit
due to changes in market conditions, regulatory
requirements or assumptions. Additionally, the
Pensions Regulator has powers to issue
contribution notices and financial support directions
in certain circumstances. Increases to the
contributions made by the Group to the Group
pension schemes may have a material adverse
effect on the Group’s financial condition and results
of operations.
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• Employment costs represent the largest
component of the Group’s operating costs and the
Group’s success depends, in part, upon its ability
to attract, train and retain a sufficient number of
qualified employees, including key senior
managers. In addition, a significant proportion of
the Group’s workforce belongs to trade or labour
unions. Strikes or work stoppages and
interruptions have occurred in the past and could
occur if the Group is unable to renew its collective
bargaining agreements on satisfactory terms or if
the Group’s industrial relations are generally poor
or contentious.

D.3 Key information on the key risks
that are specific to the securities

• Prospective investors should be aware that the
value of an investment in New Ordinary Shares
may go down as well as up and any fluctuations
may be material and may not reflect the underlying
asset value. For example, the Group’s results of
operations and prospects from time to time may be
below the expectations of market analysts and
investors, which could result in a decline in the
market price of the New Ordinary Shares.

• Any future issue of Ordinary Shares will further
dilute the holdings of current Shareholders and
could adversely affect the market price of Ordinary
Shares. An additional offering, or significant sales
of Ordinary Shares by major shareholders, could
have a material adverse effect on the market price
of Ordinary Shares.

• The ability of Overseas Shareholders to bring
actions or enforce judgments against FirstGroup or
the Directors may be limited.

Section E – Offer

Element Disclosure Requirement Disclosure

E.1 Total net proceeds and costs of
the issue

The Company expects to raise net proceeds of
approximately £585 million through the Rights Issue after
deduction of estimated expenses of approximately
£30 million relating to (among other things) underwriting
commissions and VAT. No expenses will be charged by
the Company to Shareholders who take up their rights in
the Rights Issue.

E.2a Reasons for the offer, use of the
proceeds, estimated net amount
of the proceeds

The Board believes that FirstGroup remains a strong,
profitable and well invested business with market
leading positions, which has managed to deliver
operational performance against a backdrop of difficult
market conditions brought about by the economic
downturn, which have been felt for longer than was
generally anticipated.

The Company entered the global economic downturn
following a period of expansion which included the
acquisition of the Laidlaw business, FirstGroup’s largest
ever acquisition. That acquisition was funded principally
through debt, at a level which the Board considered
appropriate at the time given the expected cash flow from
the Group’s operations but which, following sustained
deterioration of economic conditions and the more recent
uncertainty around UK rail franchising, has put pressure
on the Group’s earnings (particularly in First Student and
UK Bus), is now considered to be above the level which
the Board considers appropriate for its strategy.
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The Board has taken action to address the effects of
such economic downturn, including seeking to tightly
control the level of working capital, carrying out
selected disposals to reduce indebtedness and
focusing on improving operating performance across its
markets, and these actions have contributed to the
Group’s ability to deliver a relatively resilient
performance and reduce its debt level.

Nevertheless, the economic outlook remains challenging
and, while FirstGroup’s senior bonds continue to be
considered “investment grade” by credit rating agencies
Standard & Poor’s and Fitch, in August 2012 Standard &
Poor’s changed its outlook from “stable” to “negative” and,
more recently, it has become clear that as a consequence
of a number of factors, the Group’s senior bonds will be
downgraded to sub-investment grade if no action is taken
to improve the Group’s credit profile. The Board believes
that maintaining its investment grade rating is important
for FirstGroup’s ability to create long-term value for
Shareholders in a number of ways. The Board believes
that the overall additional finance cost to the Group of its
senior bonds being re-rated as sub-investment grade
would be around £50 million per annum by the year
ending 31 March 2016. As a result of this and other
factors, the Board believes that (if market conditions were
to deteriorate further) the Group’s ability to invest in its
business would be limited if its rating were downgraded.

The Board has resolved to effect the Rights Issue
following careful consideration of other measures and
other forms of capital raising, including changing its
dividend policy to reduce dividends paid, continuing to
operate with its current capital structure (thereby
increasing the risk of a downgrade and operating with
higher finance costs), seeking to demerge or dispose of
certain assets and raising capital through a hybrid bond
or convertible debt instrument issue. However,
following careful consideration, the Board concluded
that the above options would limit the Group’s ability to
deliver its strategy of delivering long term growth in
Shareholder value and that the Rights Issue is the most
appropriate way of raising capital to implement the
Group‘s strategy, voluntarily repay debt and seek to
prevent a credit rating downgrade.

Over the next four years, the Board intends to invest
approximately £1.6 billion in its divisions to continue
funding the operational transformation plans already
underway, which will be financed from the Group’s
existing cash resources, future cash generated from
operations, and a portion of the proceeds of the Rights
Issue (as set out in paragraph 3 below). The key
priorities for delivering its business plan and generating
Shareholder value over the medium term are as follows:

• in First Student, to continue to execute the ongoing
recovery plan by improving operational efficiency
with a view to targeting double digit margins in the
medium term, including by targeting contract
retention rates above 90 per cent., take advantage
of opportunities to win new contracts as state
authorities and school boards continue to
outsource their student bus services and returning
to a selective bolt-on acquisition strategy to
enhance growth;

17



• in First Transit, to maintain margins while investing to take
advantage of key outsourcing opportunities, including in the
expanding shuttle bus business (particularly on university
campuses and inCanadianoil fields);

• in Greyhound, investing in infrastructure and IT, including
new reservation and ticketing systems, to drive operational
efficiencies, facilitate better yield management and thereby
seek to achieve growth in excess of GDP. Further capital
expenditures will also be made to renew and refurbish its
fleet and continue to fund the addition of new routes and
services, including for services such as Greyhound
Express, BoltBus andYo! Bus;

• in UK Bus, to improve margins to double digit levels in the
medium term, by continuing its depot transformation
programme, network redesign plans, reducing the fleet age
to fall in line with sector average, as well as raising the
information provision and smart ticketing capabilities of the
business tosupport volumegrowth; and

• ensuring the capital strength of the Group continues to
support UK Rail as it participates in a range of future
franchise competitions to seek to maintain its market leading
position.

In line with FirstGroup’s stated strategy to create long term value
for Shareholders and other stakeholders, the Board therefore
believes that FirstGroup needs to raise additional capital through
the Rights Issue in order to remove the constraints of the Group’s
current balance sheet and provide a sustainable capital structure
going forward, increase flexibility to continue the business
transformation plans already underway in the Group’s divisions,
and underpin the Group’s investment plans to create long term
value for its Shareholders, while at the same time seeking to
maintain its investment grade credit rating and avoid the
additional interest and other expected financing costs of
becomingsub-investment grade.

Accordingly, the proceeds of the Rights Issue will be used for
continued investment in the business and to reduce the Group’s
net indebtedness by voluntarily paying down borrowings under
theGroup’s bank facilities.

Of the net proceeds from the Rights Issue of approximately £585
million:

• the Company will, voluntarily, use approximately £215
million to repay debt; and

• the remainder, approximately £370 million will be retained
by the Group and, together with existing and anticipated
cash resources generated from the Group’s operations, will
be used to fund the Group’s investment plan of
approximately £1.6 billion over the next four years, as set
out above. Of this amount, it is expected that approximately
£340 million will be invested in the Group’s businesses
before 31 March 2014 and the remainder over the period
between31March2014and31March2017.

Whilst not the Company’s current intention, if other
opportunities for the Group were to arise following
receipt of the net proceeds from the Rights Issue, the
Company may consider pursuing such opportunities
instead of repaying debt.

. . . . . .
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E.3 Terms and conditions of the
offer

The Company proposes to raise gross proceeds of
approximately £615 million through the Rights Issue at a
price of 85 pence per New Ordinary Share. The New
Ordinary Shares are being offered by way of rights to all
Qualifying Shareholders (other than, subject to certain
exceptions, Qualifying Shareholders with a registered
address in the Excluded Territories) on the basis of 3
New Ordinary Shares at 85 pence per New Ordinary
Share for every 2 Ordinary Shares held and registered in
their name at the close of business on the Record Date.
Qualifying Shareholders with fewer than 2 Ordinary
Shares at the close of business on the Record Date will
not receive any New Ordinary Shares. The Issue Price
of 85 pence per New Ordinary Share represents a 62
per cent. discount to the Closing Price of an Existing
Ordinary Share of 223.8 pence on 17 May 2013 (being
the last business day prior to announcement of the
Rights Issue) and a 39.5 per cent. discount to the
theoretical ex-rights price based on that Closing Price.

The New Ordinary Shares will rank for all dividends
declared, made or paid after the date of allotment and
issue of the New Ordinary Shares and otherwise pari
passu with the Existing Ordinary Shares. Application will
be made to the UK Listing Authority and to the London
Stock Exchange for the New Ordinary Shares (nil and
fully paid) to be admitted to the premium listing segment
of the Official List and to trading on the London Stock
Exchange’s main market for listed securities.

Fractions of New Ordinary Shares will not be allotted to
any Qualifying Shareholders, but will be aggregated
and sold in the market ultimately for the benefit of the
Company.

The offer of Nil Paid Rights, Fully Paid Rights and/or
New Ordinary Shares to persons resident in, or who are
citizens of, or who have a registered address in
countries other than the United Kingdom may be
affected by the laws of the relevant jurisdiction. Subject
to certain exceptions, the Rights Issue is not being made
in the United States. Those persons should consult their
professional advisers as to whether they require any
governmental or other consents or need to observe any
other formalities to enable them to take up their rights.

The Company has arranged for the Rights Issue to be
underwritten in full to provide certainty as to the amount
of capital to be raised. The Underwriting Agreement is
not subject to any right of termination after Admission
(including in respect of any statutory withdrawal rights).

The Rights Issue is conditional on, amongst other
things, (i) the approval of the Resolution at the General
Meeting; (ii) Admission becoming effective by not later
than 8.00 a.m. on 11 June 2013 (or such later time
and/or date (not later than 1 July 2013) as the parties
to the Underwriting Agreement may agree); and (iii) the
Underwriting Agreement becoming unconditional in all
respects (save for the condition relating to Admission)
and not having been terminated in accordance with its
terms prior to Admission.
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E.4 Interests that are material to the
issue / Conflicting interests

Not applicable. There are no interests, known to the
Company, material to the issue of New Ordinary
Shares or which are conflicting interests.

E.5 Name of the offeror FirstGroup plc.

Lock-up agreements Not applicable. There are no lock-up agreements.

E.6 Dilution Qualifying Shareholders who do not, or who are not
permitted to, take up any rights (for example because
they are Qualifying Shareholders in the Excluded
Territories) will have their proportionate shareholdings
in the Company diluted by approximately 60 per cent..

E.7 Estimated expenses charged to
the investor

Not applicable. No expenses will be directly charged to
the investor by FirstGroup.
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PART II

RISK FACTORS

Any investment in the New Ordinary Shares, Nil Paid Rights or Fully Paid Rights is subject to a number
of risks. Prior to investing in such securities, prospective investors should consider carefully the factors
and risks associated with any investment in the New Ordinary Shares, Nil Paid Rights or Fully Paid
Rights, the Group’s business and the industry in which it operates, together with all other information
contained in this Prospectus including, in particular, the risk factors described below. Prospective
investors should note that the risks relating to the Group, its industry and the New Ordinary Shares, Nil
Paid Rights or Fully Paid Rights summarised in the section of this document headed “Summary” are
the risks that the Directors believe to be the most essential to an assessment by a prospective investor
of whether to consider an investment in such securities. However, as the risks which the Group faces
relate to events and depend on circumstances that may or may not occur in the future, prospective
investors should consider not only the information on the key risks summarised in the section of this
document headed “Summary” but also, among other things, the risks and uncertainties described
below.

The following is not an exhaustive list or explanation of all risks which investors may face when making
an investment in the New Ordinary Shares, Nil Paid Rights or Fully Paid Rights and should be used as
guidance only. Additional risks and uncertainties relating to the Group that are not currently known to
the Group, or that it currently deems immaterial, may individually or cumulatively also have a material
adverse effect on the Group’s business, prospects, results of operations and financial position and, if
any such risk should occur, the price of such securities may decline and investors could lose all or part
of their investment. Investors should consider carefully whether an investment in the New Ordinary
Shares, Nil Paid Rights or Fully Paid Rights is suitable for them in the light of the information in this
Prospectus and their personal circumstances.

1. RISKS RELATING TO THE GROUP’S EXISTING BUSINESS

Risks relating to the Group’s business

1.1 The Group could be adversely affected by economic conditions in, and political

developments affecting, the markets in which it operates.

As is typically the case in the passenger transportation industry, the Group is affected by changes in
economic conditions in the markets in which it operates. Unfavourable economic conditions such as
the absence of, or below-trend, growth in gross domestic product, government austerity measures,
high unemployment rates, constrained credit markets, reduced consumer confidence, increased
business operating costs and decreases in relative disposable incomes generally lead to reduced
travel by both leisure and business passengers. Adverse economic conditions have led to reduced
spending by governments (whether national, state, local, municipal or otherwise) on public passenger
transit, which resulted in decisions to reduce or eliminate transportation routes that the Group serves or
could potentially serve and to reductions in grants or subsidies for passenger transport (for example,
reforms to the Bus Service Operators Grant system in the UK lowered the amount of fuel subsidy
received by UK Bus). Similar financial pressures could prompt local school boards, which typically
receive funding for transportation from state and local sources, including taxes, to reduce their demand
for the services of First Student. A general reduction in demand makes it more difficult across the
Group to raise fares or make other charges to counteract increases in fuel, labour or other operating
costs, and adverse economic conditions make it more difficult for the Group (for example, in its UK Bus
operations) to react to reductions in government funding through revenue growth and cost cutting
measures (see Section 4 of Part VI (Operating and financial review) of this document). Adverse
economic conditions may also constrain the Group’s ability to conduct orderly disposals of its assets to
support its transformation initiatives and impact generally the Group’s ability to succeed in reforming its
operating model.

Almost all of the Group’s operations are in the United Kingdom, the United States and Canada. The
United Kingdom and the United States, in particular, have experienced, since the credit crisis,
significant economic issues, which continue in a number of geographic areas in both countries. As the
Group operates in diverse sectors within the surface-based passenger transportation industry
(providing student transportation (First Student); transit management and contracting, including
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managing fixed route and shuttle bus services, as well other light transit activities (First Transit); and
national scheduled intercity coach transportation (Greyhound) in North America, and serving as a bus
operator (UK Bus) and operating a passenger rail network (UK Rail) in the United Kingdom), the
foregoing factors could impact one, a combination or all of the Group’s operating segments, and may
have a material adverse effect on the Group’s financial condition and results of operations.

Political developments in or affecting the markets in which the Group operates could also have an
adverse impact on demand for the Group’s services and its operations. These developments could
range from efforts in the United States to balance the federal budget to austerity measures in the
United Kingdom, as well as changes in tax policies and legal and regulatory developments aimed at
reforming the financial sector. Governments (at various levels) may also change their spending
priorities to reduce emphasis on spending on public transportation. For example, the local authorities in
the UK have been reducing spending on reimbursement for concessionary travel, which has affected
UK Bus. UK Bus may also be negatively affected by further reforms to the Bus Service Operators
Grant due to any change in government policy. Uncertainty over referenda in respect of Scottish
independence and the future of the United Kingdom in the EU may also have an adverse effect on the
Group. Any political instability or changes in legislation (including tax legislation), policy (including
reversing the privatisation of the public transport industry, such as nationalising rail services in the UK)
or currency could increase uncertainty around the Group’s tax liabilities, future sources of revenue or
costs of complying with new legislation or regulation and could in turn have a material adverse effect
on the Group’s financial condition and results of operations.

1.2 A downgrade of the credit rating of the Group or the Group’s senior bonds could adversely

affect its access to capital and could otherwise have a material adverse effect on the

Group.

The credit rating agencies have downgraded the rating of the Group’s senior bonds in the last few
years. Currently, the Group’s senior bonds are rated the lowest investment grade rating, BBB-/A-3 with
a negative outlook by Standard & Poor’s and BBB-/F-3 with a stable outlook by Fitch. Moreover,
Standard & Poor’s changed its methodology in October 2012 with respect to how it views the Group’s
UK Rail business stating that, in its view, the UK Rail business is ring-fenced from the rest of the Group
and any undrawn loan facilities that the Group provides to its TOCs in connection with existing or future
rail franchises should be considered as akin to financial guarantees and, therefore, as additional debt
of the Group. As a result, the Group appears more leveraged using this methodology than the net debt
figure reported by the Group would otherwise indicate, and achieves a lower funds from operations to
debt ratio which is one of the key credit metrics used by Standard & Poor’s to determine a rating. If,
and for as long as, the credit rating of the Group’s senior bonds were to fall below investment grade, an
interest step-up would be triggered under the majority of the Group’s existing senior bonds (being the
2018 Bonds, the 2021 Bonds, the 2022 Bonds and the 2024 Bonds), leading to an annualised
incremental cost in interest payments of £14.7 million per year to 2018 (when the 2018 Bond matures).
The investment grade bond market would also be closed to the Group; should FirstGroup want to raise
funds in the debt capital markets, it would have to do so in the more expensive high yield market. Any
refinancing (including of the Multilateral RCF) or new bank debt (expected to be required in the
ordinary course of business before December 2015) would likely be obtained only at more expensive
pricing and on terms which would impose greater operational restrictions on the Group. There would
also potentially be additional operational costs, including in connection with the Group’s bus and other
vehicle finance leases, operating leases, rail bonds and the requirement to post greater collateral for
insurance and other contingent liabilities. The Board believes that the overall additional finance cost to
the Group of its senior bonds being re-rated as sub-investment grade would be around £50 million per
annum by FY 2016 (with net finance costs of £168.5 million in FY 2013). In addition, if the credit rating
of the Group’s senior bonds were to fall below investment grade (reflecting the credit rating agencies’
analysis of the financial condition of the Company), the trustees of the UK pension schemes could
review the actuarial basis and the contributions required to fund the deficit in such schemes (any
acceleration of the current cash payment schedule would need to be discussed and agreed with the
Group) and there could be an unquantifiable but detrimental impact on the Group’s perceived qualities
as a counterparty across all its contracting businesses, particularly when bidding for contract or
franchise renewals or winning new business. Any of the foregoing may have a material adverse effect
on the Group’s financial condition and results of operations.
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1.3 The operations of UK Rail are dependent upon the retention and renewal of its franchises.

UK Rail, which is the largest contributor to the Group’s revenue (representing 40.5 per cent. of the
Group’s revenue in FY 2013) derives revenue almost entirely from franchises awarded by the DfT and
Transport Scotland. The Group is required to comply with certain, principally performance-related and
financial, conditions as part of its UK Rail franchise agreements. Should the Group fail to comply with
the conditions of its franchise agreements, it may be subject to penalties, including the potential
termination of the applicable franchise agreement, and, if the cross-default provisions of the franchise
agreements are triggered, other franchise agreements of the Group. Should a franchise agreement be
terminated, the Group would lose the right to continue operating under that agreement and would
cease to generate revenue from the affected operations. The Group may also lose some or all of the
amounts set aside as security for performance bonds and the cash benefit of season ticket pre-
payments, which would be required to be transferred to the new franchisee. The loss of such
franchises could also result in a loss of confidence in the Group, both within the industry and by the
public. It could also affect the Group’s ability to bid for, and win, future franchises. Any such loss of
revenue, adverse reputational impacts and adverse impact on its ability to retain existing franchises or
win future franchises may have a material adverse effect on the Group’s financial condition and results
of operations.

UK Rail’s franchises expire in 2013-2015. DfT has exercised its extension option in the First Capital
Connect, First Great Western and First TransPennine Express franchises to extend each for 28 weeks
and UK Rail and DfT are in discussion for further extension of the franchises to September 2014, July
2016 and February 2016, respectively. The extension of the Group’s existing franchises could be loss-
making. Upon expiration, three of the Group’s existing franchises are expected to be re-let: First Great
Western, First TransPennine Express and First Capital Connect. In addition, Transport Scotland will re-
let ScotRail’s services. The competition for new rail franchises is intense. The Group bids against
operators of current UK rail franchises and rail operators from other countries, and the Group expects
bidding activity to include bids from rail operators based both in and outside the EU. The re-franchising
process could result in a lower contribution to the Group’s revenue and profits and may have a material
adverse effect on the Group’s financial condition and results of operations.

1.4 The Group operates under long-term fixed price contracts and franchises, the terms of

which may prove ultimately to be disadvantageous to the Group.

The Group derives a substantial portion of its revenue from contracts and franchises. Most of the
Group’s contracts and franchises provide for the payment of a fixed rate and the provision of a
specified minimum level of service. There is inherent risk in the estimation process of bidding for
contracts and franchises, including significant unforeseen technical and logistical challenges or
underlying economic growth assumptions not coming to fruition. For example, revenue under UK Rail
franchise agreements depends to a significant extent on the combination of passenger volumes and
inflation, which may be forecast incorrectly. Many of the Group’s operating costs are unpredictable and
can vary based on events beyond its control, including increased customer and regulatory
requirements, unreliability of infrastructure, severe weather or geopolitical events. The Group may also
be required to pay penalties or otherwise incur costs for failure to comply with the terms of contracts or
franchises. The Group’s gross margins will therefore vary over the duration of the Group’s contracts
and franchises. The Group may have difficulty passing on any unforeseen costs to its customers or
cutting costs by providing lesser levels of service because the contractual rates and service levels are
fixed. For example, in FY 2011, the Group recorded a provision for projected losses of £11.6 million in
connection with a loss-making contract in First Transit. This may have a material adverse effect on the
profitability of such contracts and franchises and, therefore, the Group’s financial condition and results
of operations.

1.5 The Group’s business is subject to price volatility of fuel and is highly dependent on the

availability of fuel.

The Group purchases diesel fuel on a floating price basis for its UK Bus, UK Rail and US and
Canadian bus operations and therefore is heavily impacted by the price and availability of fuel. Fuel
costs comprise a substantial portion of its total costs. The Group’s fuel costs represented 8.3 per cent.,
8.3 per cent. and 7.9 per cent. of the Group’s operating costs in FY 2013, FY 2012 and FY 2011,
respectively. Fuel prices fluctuate widely depending primarily on international market conditions
(including inflation and taxation), geopolitical and environmental events, such as terrorist attacks,
armed hostilities or natural disasters, and foreign exchange rates. Due to the competitive nature of the
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Group’s industry and limitations on price increases in its long-term contracts with customers, the Group
has been, and may continue to be, unable to pass on increases in fuel prices to its customers by
increasing fares in a manner that fully compensates it for the costs it incurs. The Group may also be
affected by changes in government policy regarding transportation subsidies. For example, in England,
there are proposals to stop paying Bus Service Operators Grant directly to operators in respect of
services run under contract to local authorities, with the Bus Service Operators Grant instead being
paid to the local authority and contract prices adjusted accordingly; this is expected to take effect later
in 2013. Fuel prices may also be impacted by increases in the rate of excise duties and taxes levied on
fuel. Higher and more volatile fuel prices may also have an impact on consumer confidence and
spending, and thus may adversely impact demand for passenger transportation. Certain operating
contracts in the North American divisions include clauses that provide protection against fuel price
swings, either through direct pass-through of fuel costs, or through diesel-related indexation clauses.
As such, the Group considers that in FY 2013 it had a net commercial exposure on 4.0 million barrels
of diesel. Excluding the effects of fuel hedge contracts in place in FY 2013, a US$10 per barrel
movement in fuel prices would have impacted the Group’s operating expenses by US$40 million
(approximately £25 million).

Although the Group enters into fixed rate swap instruments which, in effect, provide fixed prices for
fuel, such contracts do not completely protect the Group against price volatility, are limited in volume
and duration, can be less effective during volatile market conditions and may carry counterparty risk.
As of 31 March 2013, the Group has hedged 78 per cent. and 35 per cent. on fuel risk for FY 2014 and
FY 2015, respectively. Future fuel price increases, continued high fuel price volatility or fuel supply
shortages may result in a curtailment of scheduled services or breaches of the Group’s franchise or
other customer agreements and may have a material adverse effect on the Group’s financial condition
and results of operations.

1.6 Seasonality and weather affect the Group’s operations and profitability.

Certain parts of the Group’s business experience seasonal fluctuations. For example, First Student’s
revenue is tied to the school calendar; it therefore generates lower revenue and profits in the first half
of the Group’s financial year than in the second half of the Group’s financial year, due to school
summer holidays in the first half. Greyhound’s operating profits are typically higher in the first half of
the Group’s financial year due to strong demand in the summer months. Accordingly, it is difficult for an
investor to use the Group’s results of operations for any part-year to assess the Group’s overall
financial condition or extrapolate such figures to predict full-year results. In addition, a portion of the
expense the Group incurs in its operations is related to mileage driven/operated and is, therefore,
subject to seasonal fluctuations as described above. The Group has been and may continue to be
affected by weather-related events, such as hurricanes, blizzards, ice storms, heat waves and floods.
Such weather-related events have caused and could cause damage to the Group’s fleet and rolling
stock, and impact their availability and reliability. The Group’s operating costs may increase as a result
of increased repair and maintenance costs, compensatory payments, timetable amendments,
increased accident frequency and potential liability. Operating profit at First Student, for example, was
adversely affected in FY 2013 by disruptions in the US on the eastern seaboard and parts of the
Midwest and also in Eastern Canada caused by Hurricane Sandy, primarily due to school closures.
Poor weather may decrease the demand for the Group’s services and may adversely affect the
performance of the Group’s services and therefore customer complaints are likely to increase. In
addition, service cancellations and disruptions as a result of weather-related events intensify the risk of
breaching performance conditions in the Group’s franchises. Any of the foregoing may have a material
adverse effect on the Group’s financial condition and results of operations or make the Group’s results
more volatile.

1.7 Acts of terrorism and other acts of violence or other man-made or natural disasters,

including any outbreak of a contagious disease, could adversely impact the Group’s

business.

Previous terrorist attacks in the United States and the United Kingdom and subsequent government-
issued terror alerts adversely affected the surface-based passenger transportation industry. Future
acts of terrorism or significant terrorist threats, fear of terrorist attacks or other violence, additional
mandated security procedures or a perception by the general public that the public transportation
industry generally or, in particular, the Group does not take reasonable precautions could affect the
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public’s willingness to use transportation services provided by the Group and could, as a result, have a
material adverse effect on the Group’s results of operations and financial condition. For example, the
terrorist attacks in London in July 2005 negatively impacted the demand for travel in and out of
London. In addition, security threats that lead to the imposition of additional security-related screening
processes can increase the Group’s operating costs.

In 2009, there was an outbreak of the H1N1 virus, which had an adverse impact on the volume of
passenger travel by both bus and rail in affected areas due to advice given to affected individuals to
stay at home and associated fear of contamination. Any outbreak of a disease affecting travel
behaviour, even temporarily, could have a material adverse impact on the Group. Similarly,
earthquakes, floods and other natural catastrophes can severely disrupt transportation; such
disruptions may vary in length.

Any of the foregoing may have a material adverse effect on the Group’s financial condition and results
of operations, particularly if any such events adversely impact travel patterns on a long-term or
permanent basis.

1.8 The Group may be negatively affected by bus and rail accidents and other operational

incidents.

As with any public transportation provider, the Group is subject to the risk of operational incidents. Any
operational incident, such as a bus or rail accident, causing significant property damage or loss of life
could result in negative publicity and the loss of the public’s confidence in the safety of the Group’s
services, consequently reducing demand for the Group’s services and impeding the ability of the Group
to win and retain contracts and franchises. Such incidents also expose the Group to financial risks,
including lawsuits and criminal proceedings, and the suspension or termination of its operations. Cable
thefts, which could cause damage and disruption, have impacted and may impact UK Rail’s ability to
run services, which may give rise to reputational or other damage. In addition, negligent or criminal
actions by the Group’s employees can also give rise to reputational or other damage. Any serious
operational incident may have a material adverse effect on the Group’s financial condition and results
of operations.

1.9 The Group’s business is subject to inherent risks against some of which the Group self-

insures.

The Group is in the surface-based passenger transportation business and is therefore subject, in the
ordinary course of its business, to third party liability claims, such as claims arising from vehicle and
general operations, operation of fuel storage terminals, employee and customer injuries or deaths and
property damage. A recurring feature of the Group’s business is the high frequency of low value claims
made against it by third parties. The Group is required to post collateral in respect of its self-insurance
arrangements. For liabilities related to its vehicles in the US and Canada, the Group self-insures for the
first US$10 million on any single claim or multiple claims arising out of a single occurrence, with a
separate aggregate stop loss of US$15 million for claims between US$5 million and US$10 million,
which reduces the exposure on the remaining claims to US$5 million per claim if the aggregate stop
loss is breached. In the UK, for liabilities related to its vehicles the Group self-insures for the first
£500,000 of losses per claim in UK Bus and £1 million per claim in UK Rail. The Group obtains
insurance coverage with external insurers as required by law in each territory in which the Group
operates, and/or to provide the Group with such additional coverage as it deems necessary in excess
of the self-insured amounts. The insurance cover is subject to various policy limits in respect of any
one claim and in the aggregate. Consequently, the Group may be required to bear substantial losses
on third party claims without the aid of any insurance coverage.

If the Group experiences an unusually large series of claims or the claims are more frequent than it
currently experiences, the Group’s financial condition and results of operations could be materially and
adversely affected by losses and liabilities from un-insured or under-insured events, as well as by
delays in the payment of insurance proceeds, or the failure by insurers to make payments should there
be any dispute related to coverage.

The Group makes provisions for the estimated cost of settling uninsured claims for incidents occurring
prior to a balance sheet date. At 31 March 2013, the Group’s provision for insurance claims was
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£332.6 million, a majority of which it anticipates will be settled over the coming six years. During the
year ended 31 March 2013, £173.1 million of provisions were paid out against existing claims. The
determination of such provisions requires management to make judgments, estimates and
assumptions with respect to a complex set of facts, and the determination may prove to be inaccurate.
The existence of these provisions does not mean that the Group does not suffer a cash cost as a result
of a claim; even if a provision exists, a successful or a settled claim results in a cash cost for the
Group. When losses exceed the provisions, additional charges are made to the income statement.

1.10 The Group relies on the stability, security and availability of its information technology

systems to operate its business.

The Group relies on information technology in all aspects of its business. In particular, the Group’s
ability to receive and process ticket purchases, process reservations and other customer transactions,
manage its network and engage in other critical business tasks, such as route-planning, depends on
the efficient and uninterrupted operation of its technology systems which include proprietary and third
party licensed software. Any significant disruption or failure, caused by external factors, denial of
service, computer viruses or human error, could result in a service interruption, accident,
misappropriation of confidential information, process failure, security breach or other operational
difficulties. Such an event could result in increased capital, insurance or operating costs, including
increased security costs to protect the Group’s infrastructure. The Group also outsources critical IT
functions to third parties, and any performance failures on the part of the Group’s IT providers could
impact the Group’s ability to operate effectively and could result in increased costs, including costs for
arranging for an alternative supplier or rebuilding the Group’s internal resources. In addition, any failure
adequately to integrate, or delay in integrating, technology systems from acquired businesses into the
Group’s information technology systems could result in disruptions to operations and increased costs
and may also lead to revenue loss. Disruption of the Group’s information technology systems, even for
short periods of time, may have a material adverse effect on the Group’s financial condition and results
of operations (including by causing the Group to lose a competitive advantage or suffer a competitive
disadvantage), as well as harm the Group’s reputation and/or lead to increased regulatory scrutiny
and/or disciplinary or legal action.

The Group also routinely transmits and receives personal, confidential and proprietary information
(such as credit card details of its customers) by e-mail and other electronic means and therefore relies
on the secure processing, storage and transmission of such information. The Group is also subject to
third-party security requirements, including those imposed by the Payment Card Industry Data Security
Standard, and has paid fines (of non-material amounts) in respect of failures to comply with those
standards. Any material non-compliance with third party security requirements with respect to sensitive
personal data, could lead to the imposition of fines or regulatory action and the potential withdrawal of
credit card facilities, together with associated negative publicity, which may have a material adverse
effect on the Group’s financial condition and results of operations.

The Group expects to use a portion of the proceeds of the Rights Issue in improving its
IT infrastructure and systems. IT projects are complex, time consuming and subject to delays and can
fail to achieve the expected benefits. Any delay in the implementation, or failure in the realisation, of
improvements in the Group’s existing IT infrastructure and systems could result in increased costs and
increase the risk of significant disruption or failures of the Group’s technology systems, as described
above.

1.11 The Group’s business and profitability may be adversely affected by the failure or non-

performance of the Group’s suppliers and counterparties.

The Group depends on its suppliers to provide reliable goods or services in a timely and efficient
manner. Some parts of the Group’s business also depend on third parties adequately performing their
responsibilities to be able to provide their services, for example UK Rail depends on access to rail
infrastructure and the performance of third parties such as Network Rail, which is responsible for
operating and maintaining the UK railway network. Significant engineering works tend to result in
disruptions and a reduction or suspension of the Group’s services, for which the Group may not be fully
compensated. The Group is also subject to counterparty risk in respect of its suppliers, for example if
they become unable to deliver on their commitments due to financial or other difficulties, particularly in
light of the prevailing adverse economic conditions in Europe and North America, or if the Group’s
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counterparties do not perform their responsibilities adequately. Any of the foregoing could have a
material adverse effect on the Group’s results of operations and financial condition.

Risks relating to competition

1.12 The Group faces intense competition from other modes of transport and other

transportation providers.

The Group operates in a highly competitive business environment and faces competition in each of its
divisions. Depending on the specific market, the Group faces intermodal, intramodal, product and
geographic competition.

• In UK Bus, the principal competitor is the car, and to a lesser extent, other modes of transport
including walking, cycling, taxi and rail. Outside London, the UK Bus market is deregulated
and is a competitive market, with approximately 1,245 competitors providing local bus
services.

• In UK Rail, the Group faces competition from the car, other rail services, long distance coach
services and other bidders for rail franchises.

• In First Student and First Transit, the Group competes for outsourced services with several
large companies as well as a substantial number of smaller, locally owned operators and
operations run by public authorities. The Group’s competitors in the school bus business also
include school boards, approximately two thirds of which have not outsourced their operations
to private contractors such as the Group.

• The car is an important competitor to Greyhound, with lower fuel prices resulting in some
potential passengers favouring car trips over public transportation. Greyhound is also subject
to competition from other bus operators.

The Group also faces competition from budget airlines for its long-distance business, whether bus or
rail.

Some of the Group’s competitors are much larger and have significantly greater financial and other
resources (including some state-backed entities), which may enable such competitors to reduce fares
and/or rates and make the Group’s services less competitive. Conversely, some of the Group’s
competitors are small operations, which may be able to reduce fares and/or rates in a bid to gain
market share because they are not similarly encumbered by a fixed costs base, such as the Group’s
pension and debt service obligations.

The Group is expected to provide a certain level of service as provided in contracts and as expected by
its passengers, including punctuality, reliability, quality, and a certain level of safety and comfort.
Failure to meet customer expectations may result in contracts or franchises not being renewed, in
favour of competitors, or passengers choosing to use alternative transportation.

The Group’s ability to respond to competitive pressures by matching fare and/or rate reductions and
decreasing fares and/or rates without materially adversely affecting its gross margins and results of
operations depend upon, among other things, the ability to reduce operating costs, many of which are
outside the Group’s control. The Group also faces restrictions on its ability to set fares due to
governmental regulation. Any material increase in the capacity or quality of alternative providers or
methods of passenger transportation, or any failure on the part of the Group to respond to competitive
pressures effectively, may have a material adverse effect on the Group’s financial condition and results
of operations.

1.13 Failure to win new contracts or franchises through competitive bidding processes may

adversely affect the Group’s revenue.

UK Rail, the largest contributor to the Group’s revenue, operates primarily on the basis of franchises
awarded by the DfT and Transport Scotland. Its revenue is dependent almost entirely on the Group’s
ability to win and retain franchises and the terms of the corresponding franchise agreements. The
Group obtains most of its contracts and franchises through a competitive bidding process, and it is
expected that substantially all of the contracted business that the Group seeks in the foreseeable
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future will be subject to a competitive bidding process. Competitive bidding presents a number of risks,
including: the need to compete against companies with greater financial and marketing resources and
more experience than the Group in bidding on and performing major contracts, the need to expend
significant resources and incur costs in preparing the bid and to participate in the bidding process, the
reduction of margins achievable under any contracts or franchises awarded to the Group, and the need
to accurately estimate the resources and cost structure that will be required to perform any fixed-price
contract or franchise that the Group is awarded. The Group’s performance under its existing contracts
or franchises, including punctuality, safety, customer satisfaction and complaints levels may impact the
Group’s ability to bid successfully for new contracts or franchises. Moreover, the bodies awarding
contracts or franchises may choose to cancel previously awarded contracts or franchises and re-run
the bidding process for technical reasons. For example, in October 2012, the DfT cancelled the
InterCity West Coast franchise that had been awarded to the Group in August of that year due to the
discovery of flaws in its own bidding process. Any failure to win new contracts or franchises or retain
existing contracts or franchises may have a material adverse effect on the Group’s financial condition
and results of operations.

Risks relating to regulation and litigation

1.14 Passenger transportation is a highly regulated industry.

The Group operates in a highly regulated industry and, therefore, it and its operations are subject to a
variety of laws and regulations, typically applying at multiple levels in each of the markets in which it
operates. These laws and regulations cover a wide variety of areas, including safety, security,
equipment, labour (including wage and hour laws), environmental, insurance coverage and other
operational issues and activities and may affect the Group’s ability to compete and its profitability. For
example, local authorities in the UK have, under certain circumstances, powers to implement ‘quality
contracts’, which are, in effect, exclusive franchising agreements between the local authority and a bus
operator, under which the local authority may determine what local bus services should be provided in
the area to which the scheme relates, the standards to which they should be provided and any
additional facilities or services which should be provided in that area. If any local authority were to
exercise those powers, it could lead to loss of business for, and/or limit the profitability of, UK Bus.
These laws and regulations (and the interpretations thereof) are subject to change and the imposition
of stricter laws and regulation could result in costly efforts by the Group to comply with such new laws
and regulations or could limit the Group’s operational flexibility and efficiency. The Group has incurred,
and will continue to incur, capital and operating expenditures and other costs in the ordinary course of
business in complying with applicable laws and regulations.

Failure to comply with existing or future laws or regulations applicable to the Group could lead to the
imposition of fines, punitive damages, prohibition on operations and other penalties. Any non-
compliance or perception on the part of franchise or contractual counterparties, customers or
regulators that the Group is non-compliant with laws and regulations applicable to it, particularly with
respect to the safety of passengers, may lead to cancellation of existing contracts or non-award of
future business or a decrease in demand for the Group’s services. Any violation, or perceived violation,
of the laws and regulations applicable to the Group may have a material adverse effect on the Group’s
financial condition and results of operations.

1.15 The Group is subject to various environmental laws and regulations and achieving

compliance with those laws and regulations may be costly.

The Group’s operations are subject to environmental laws and regulations dealing with, among other
things, the handling of hazardous materials, under and above ground fuel storage tanks and discharge
and retention of storm water. The Group operates bus terminals, train depots and vehicle maintenance
and repair facilities where groundwater or other forms of environmental contamination may have
occurred. The Group’s operations involve, among others, the risks of fuel spillage or seepage,
environmental damage and hazardous waste disposal.

If the Group were involved in a spill or other accident involving hazardous substances, such as fuel
spills that have happened in the past, or if it were found to be in violation of applicable environmental
laws or regulations, it could significantly increase its cost of doing business. The Group can also be held
liable for consequences arising out of human exposure to any hazardous substances for which it were
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found to be responsible, and may be subject to legal proceedings arising from this, including, for
example, industrial disease claims. Under specific environmental laws and regulations, such as the
US Comprehensive Environmental Response, Compensation and Liability Act, the Group could be held
responsible for all of the costs relating to any contamination to the formerly owned or operated
properties, leased properties, adjacent properties and properties owned by third parties (such as third-
party waste disposal sites) or Group companies’ predecessors, as well as to properties currently owned,
leased or used by the Group. First Student, Inc., First Transit, Inc. and Laidlaw Transit, Inc. have
previously been named as a potentially responsible party by the US Environmental Protection Agency
(the “EPA”) with respect to a site in New Hampshire and have entered into a consent decree with the
EPA that commits the Group to contribute to clean up costs at the site. The Group estimates that its
contribution could be in the range of US$4.5 million to US$5 million, with the actual payments not
anticipated to commence until at least 2016.

The Group (or its predecessor companies) has been, and may in the future be, subject to allegations or
findings to the effect that it has violated, or is strictly liable under, environmental laws or regulations.
Such violations have and can result in the Group incurring fines, penalties or costs relating to the
clean-up of environmental contamination, or subject the Group to civil or criminal liability.

Although the Group believes it has appropriately recorded current and long-term liabilities for known
and estimable future environmental costs, it could incur significant costs that exceed reserves or
require unanticipated cash expenditures. The Group also may be required to incur significant expenses
to investigate and remediate known, unknown or future environmental contamination.

Many aspects of surface transportation operations are subject to increasingly stringent environmental
regulations, and growing concerns about climate change may result in the imposition of additional
regulation. There is growing consensus that some form of federal regulation may be forthcoming in the
United States with respect to greenhouse gas emissions (including carbon dioxide (CO2)) and/or “cap
and trade” legislation. In the UK, the Carbon Reduction Commitment Energy Efficiency Scheme came
into force in April 2010 and already requires the Group to improve energy efficiency and cut its
emissions. This increased focus on greenhouse gas emission reductions and corporate environmental
sustainability may also result in new customer requirements. In seeking to comply with such
requirements, the Group has and may be forced to make changes to its operations, its compliance
costs may increase substantially and the Group may lose business from customers. Due to the nature
of its fixed cost contracts and its price-sensitive passenger base, the Group may not be able to pass on
the additional costs from its passengers and customers. Future environmental regulations may
therefore have a material adverse effect on the Group’s financial condition and results of operations.

1.16 The Group is subject to various health and safety and equal access laws and regulations

and achieving compliance with those laws and regulations may be costly.

As a public transportation provider, the Group is subject to numerous laws and regulations regarding
health and safety procedures, which are constantly subject to change. Any failure in health and safety
performance may result in penalties for non-compliance with the relevant regulatory requirements and
a failure which results in a major or significant health and safety incident is likely to be costly in terms of
potential liabilities incurred as a result. Furthermore, such a failure could generate significant adverse
publicity and have a negative impact on the Group’s reputation. In addition, charges and other costs
associated with the adoption of new or more stringent legislation or regulations. Any of the foregoing
may have a material adverse effect on the Group’s financial condition and results of operations.

In addition, the Group is subject to equal access laws. In the United States, the Group must comply
with the Americans with Disabilities Act of 1990, as amended (“ADA”), which requires, amongst other
things, that public authorities operating fixed transit routes provide complementary paratransit services
for eligible citizens and that all forms of public transport are wheelchair-accessible within a fixed
timeframe. In the United Kingdom, the Group is subject to the Equality Act 2010, which requires
transport providers to make their services and infrastructure accessible to disabled people. The Group
has incurred, and expects to incur, costs to comply with these legal requirements, and these costs
could increase in the future. Further, failure to comply with the ADA or the Equality Act 2010 could
result in the Group facing statutory enforcement action and incurring fines, penalties or costs in
connection with bringing the Group’s provision up to an acceptable standard.
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1.17 The Group is subject to legal proceedings and other claims.

The Group is subject to legal proceedings and other claims arising out of the conduct of its business as
a public transportation provider, including, for example, proceedings and claims relating to alleged
violations of labour and employment laws, including wage and hour laws, industrial disease claims,
contractual disputes and accidents involving the Group’s operations and employees. The nature of the
Group’s operations means that the Group is subject, in the ordinary course of business, to a high
volume of claims. Significant claims or a substantial number of small claims may be expensive to
defend and may divert time and money away from the Group’s operations. The Group is currently a
defendant in a number of lawsuits, including lawsuits brought by its current and former employees in
connection with alleged violations of wage and hours laws and lawsuits brought by its passengers or
third parties in connection with accidents in which the Group’s vehicles or employees were involved.
See Section 9 of Part XI (Additional information) of this document for further details of significant
litigation. Provision in respect of legal claims has been made in the Group’s accounts in accordance
with applicable accounting requirements, but such provision may prove to be insufficient. No provision
is made where due to inherent uncertainties, no accurate quantification of any cost, or timing of such
cost, which may arise from any of the legal proceedings can be determined. The Group monitors any
litigation brought against it; however, litigation is inherently unpredictable, and the Group could
continue to incur judgments (including punitive damages), receive adverse arbitration awards or enter
into settlements for current or future claims that could adversely affect its financial position or results of
operations in any particular period. In addition, adverse publicity or a substantial judgment against the
Group could negatively impact its reputation, which may have a material adverse effect on the Group’s
financial condition and results of operations.

1.18 The Group could be subject to antitrust litigation or government investigation in the

future.

The Group is the largest provider (by revenue or by size of bus fleet, as appropriate) of surface-based
passenger transportation in some of the markets in which it operates. As a result of its position and its
historically acquisitive growth strategy, the Group could be the target of governmental investigations
and lawsuits based on antitrust laws in particular. In the past, certain of the markets in which the Group
operates, and its business practices and acquisitions, have been investigated by government antitrust
or competition agencies. The CC investigated the UK local bus market in 2010-2012 and the Group
spent £3.3 million responding to inquiries and preparing submissions in connection with the CC
investigation and the preceding Office of Fair Trading market inquiry into the local bus business. Any
future investigations could require significant expenditure and result in liabilities or governmental orders
that may have a material adverse effect on the Group’s financial condition and results of operations.
For example, the European Commission may impose fines on companies infringing competition law
(by engaging in cartel activities or abusing a dominant position) of up to ten per cent. of worldwide
turnover in the financial year preceding the decision. The Group remains bound by the undertakings
given to the CC when it took over the Scottish passenger rail franchise in 2004, as well as the
undertakings given to the CC in relation to the acquisition of SB Holdings Limited in 1997, which limit
the Group’s operational flexibility and require prior approval of changes to services. The Group also
remains bound by certain obligations under a Consent Decree entered into in September 2007, related
to the acquisition of Laidlaw. The bulk of those obligations, which pose minor operating restrictions on
the conduct of First Student operations only, are due to expire on 30 September 2013. If the Group
were to decide to make further asset or business disposals in the future, it may be prevented from
disposing of, or subject to conditions in respect of the disposal of, such assets to competitors and,
therefore, may not be able to realise the fair market value of such assets or dispose of them at all. The
Group may become the target of investigations by government entities or actions by private parties in
the future challenging the legality of its business practices. Any such investigation or challenge may
result in an award of money damages, penalties or some form of order that might require a change in
the way that the Group does business, any of which may have a material adverse effect on the Group’s
financial condition and results of operations.

1.19 The Group could be adversely affected by violations of applicable anti-corruption laws.

The nature of the Group’s business involves extensive contact, negotiation and contracting with
government and local authorities. The Group is subject to the UK Bribery Act 2010, the US Foreign
Corrupt Practices Act and other applicable anti-corruption laws. Such laws generally prohibit
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companies and their intermediaries from making improper payments to government officials or others
for the purpose of obtaining or retaining business. The Group’s activities create the risk of unauthorised
payments or offers of payments that could be in violation of applicable anti-corruption laws. Although
the Group has policies, procedures and internal controls to monitor internal and external compliance, it
is not always possible to prevent instances of unlawful conduct. Additionally, the Group may become
subject to governmental investigations or inquiries surrounding actions of its employees or agents. If
the Group is found to be liable for violations of the applicable anti-corruption laws, it could be subject to
civil and criminal penalties or other sanctions, which may have a material adverse effect on its financial
condition and results of operations or ability to bid for and secure contracts in the future. Adverse
publicity in connection with allegations of violations may also have a material adverse effect on the
Group’s financial condition and results of operations.

Risks relating to financial matters

1.20 The Group must make substantial capital expenditures to maintain the reliability and

efficiency of its services.

As a public transportation provider, the Group’s business is capital intensive and requires substantial
ongoing expenditure, principally on a discretionary basis, for, among other things, additions and
improvements to its rolling stock, buses, structures and technology, acquisitions, and maintenance and
repair of equipment. A small proportion of the Group’s capital expenditure is committed under the
terms of its franchise agreements (which require the Group to make investments and undertake capital
projects) and/or is necessary to comply with regulation.

During FY 2013, FY 2012 and FY 2011, capital expenditure was £338.1 million, £293.6 million and
£283.6 million, respectively. Failure by the Group to make capital expenditure which it considers
necessary to maintain its operations could impair its ability to serve existing customers and/or
accommodate increases in passenger volumes. Buses, rolling stock and other equipment, even if
properly maintained, may require significant capital expenditure and expense to keep them operating
at optimum efficiency. Scheduled and unscheduled maintenance could reduce the Group’s revenue
during the period of time that the equipment is not operating. Future capital expenditure may be
significantly higher, depending on the investment requirements of each area of the Group’s business.
For example, the Group expects to use a significant portion of the net proceeds of the Rights Issue to
fund capital expenditure in each of its operating segments. Future capital expenditure may also vary
substantially if the Group is required to undertake actions regarding new technologies in order to
continue to compete in the industry in which it operates. The Group may not have the capital
necessary to undertake these capital investments. If it is unable to do so, it may not be able to
effectively compete in some of its markets, which may have a material adverse effect on the Group’s
financial condition and results of operations.

1.21 Certain of the Group’s businesses have high fixed costs and fixed asset requirements.

Certain costs, such as pensions and debt service obligations, are difficult to adjust, even in the
medium-to-long term. If the Group is unable to maintain its revenue at a certain level, due, for example,
to the failure to retain or win franchises in UK Rail or new contracts in First Student, the Group could
have difficulty meeting such costs. The Group’s ability to carry out significant cost reductions within UK
Rail is also curtailed by the terms of its franchises. Because of the Group’s high fixed costs, a decrease
in the Group’s revenue in a given year would not necessarily result in a corresponding reduction in
costs and therefore would be likely to have a material adverse effect on the Group’s profitability for that
year. The Group also has significant fixed asset requirements, which removes some degree of
flexibility to scale down operations to meet reduced demand. In addition, although the Group has
engaged in transformation initiatives to increase operational efficiency and decrease costs, it may not
succeed or deliver all the intended improvements to the Group’s operating model on time or at all.

1.22 The Group is exposed to changes in interest rates.

As of 31 March 2013, 12 per cent. of the Group’s gross debt was subject to variable interest rates. A
hypothetical increase of 1 per cent. in the variable component of interest rates applicable to floating
rate debt outstanding as of 31 March 2013 would have resulted in an increase to interest expense of
approximately £3.1 million per year. Changes in interest rates could significantly increase the Group’s
interest expense. The Group has entered into a number of interest rate swaps that involve payments
by the Group to counterparties at fixed rates in return for receipts based upon variable rates indexed to
the London Inter Bank Offered Rate. As of 31 March 2013, the amount of gross debt that was fixed
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was in excess of 100 per cent. of the Group’s net debt, including through the use of the interest rate
swaps. These interest rate swaps may not be available in the future on terms satisfactory to the Group,
or at all. If the Group is unable to manage its exposure to variable rate debt successfully, the Group’s
financial condition and results of operations may be materially adversely affected.

1.23 Exchange rate fluctuations and the Group’s foreign currency hedges could adversely

affect the Group’s financial results.

The Group’s consolidated financial results are reported in Pounds Sterling. However, because the
Group operates in multiple jurisdictions, approximately 43 per cent., 45 per cent. and 47 per cent. of
the Group’s revenue was generated in currencies other than the Pound Sterling during FY 2013,
FY 2012 and FY 2011 respectively, with the US dollar and the Canadian dollar being the most
significant. A substantial portion of the Group’s costs are incurred in currencies other than the
Pound Sterling, providing a natural hedge, and the Group holds currency swaps and borrowings in
currencies other than the Pound Sterling to reduce its exposure to fluctuations in foreign currency
values. This natural hedge and such hedging transactions do not, however, eliminate the exchange
rate risk entirely and may not be fully, or at all, effective. In addition, the translation into Pounds
Sterling of amounts generated or incurred in currencies other than the Pound Sterling for financial
reporting purposes can skew significantly the value of those amounts generated or incurred and can
make it more difficult for investors to understand the relative strengths or weaknesses of the underlying
business on a period-over-period comparative basis.

1.24 The Group’s use of various structured financial instruments for purposes of hedging may

be costly and ineffective.

The Group seeks to hedge its exposure to interest rate, currency exchange rate and fuel price
fluctuations by using structured financial instruments, such as swaps and collars. To the extent that the
Group hedges its exposures, it forgoes the benefits it would otherwise experience if fuel prices or
interest rates or currency exchange rates were to change in its favour. Defaults by the other party to a
hedging transaction can result in losses in the hedging transaction. Hedging activities also involve the
risk of an imperfect correlation between the hedging instrument and the asset being hedged, which
could result in losses both on the hedging transaction and on the instrument being hedged. Use of
hedging activities may not prevent significant losses and could increase the Group’s losses. If the
Group is unable to manage these risks effectively, its financial condition and results of operations may
be materially adversely affected.

1.25 The Group’s level of indebtedness, debt service obligations and related covenants could

restrict the flexibility of the business.

As of 31 March 2013, the Group’s current and non-current financial liabilities totalled £2,758.7 million,
representing approximately 77.6 per cent. of its total capitalisation. The Group’s current indebtedness
may have several important effects on its operations. For example, covenants contained in the Group’s
debt arrangements require it to meet certain financial tests, which may affect its flexibility in planning
for, and reacting to, changes in its business and may limit the ability to acquire or dispose of assets or
place restrictions on the use of proceeds from such dispositions. Such covenants could restrict the
Group’s flexibility or ability to fund future capital expenditure and undertake strategic transactions in the
future and place the Group at a competitive disadvantage to other, less leveraged, competitors. In
addition, the Group may be unable to refinance its existing debt or incur new debt on acceptable terms
or at all, due, for example, to unfavourable market conditions, a negative change in its credit rating or
outlook, lower than expected results of operations or a failure of the Group’s transformation initiatives,
particularly in First Student and UK Bus.

1.26 Group companies are required from time to time to obtain performance bonds.

It is a feature of the Group’s business as a surface-based passenger transportation provider that
certain Group companies are required to provide surety bonds to secure their performance or
obligations under contracts and other arrangements. The ability to obtain surety bonds primarily
depends upon such companies’ issuer default rating, financial condition, past performance,
management expertise and reputation and external factors beyond its control, including the overall
capacity of the surety market and the underwriting practices of surety bond issuers. If these Group
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companies are unable to obtain surety bonds when required, they may not be able to enter into such
contracts and other arrangements, thereby forgoing the opportunity to earn additional revenue, as a
result of which the Group’s financial condition and results of operations may be materially adversely
effected.

1.27 Certain changes in accounting or financial reporting standards, or changes in the

interpretation of such standards, may have a material adverse effect on the Group’s

financial condition and results of operations.

The Group prepares its financial statements in accordance with IFRS. IFRS is revised from time to time
and new accounting pronouncements, as well as new interpretations of existing accounting
pronouncements, could materially affect the reporting of the Group’s results of operations and financial
condition. Accounting standards are complex, continually evolving and potentially subject to differing
interpretations by relevant authoritative bodies. New accounting pronouncements, as well as new
interpretations of existing accounting pronouncements, may have a material adverse effect on the
Group’s financial condition and results of operations. For example, due to changes to IAS 19, from
1 April 2013, the Group’s reported pension scheme’s costs will be higher and the reported operating
profit will be correspondingly reduced. IASB has also issued proposals to change IAS 17, which deals
with leases and currently affords different treatment to operating leases and finance leases, to
eliminate the concept of operating lease accounting. If the proposals to change IAS 17 are adopted,
revised IAS 17 would require balance sheet recognition of all leases, rather than only finance leases.
Should IAS 17 be so amended, liabilities on the Group’s balance sheets could increase to reflect all
leases rather than only finance leases and accordingly the Group’s reported financial condition and
results of operations could be materially adversely affected. In general, changes in IFRS could have a
significant negative impact on the amount or timing of the Group’s reported earnings, valuation of
liabilities or assets, and classification of financial instruments between equity and liability on either a
retrospective or prospective basis.

1.28 The Group is subject to risks relating to changes in the preparation of estimates and

assumptions that affect the reported amounts in the Group’s financial statements.

The Group makes significant assumptions and estimates which involve subjective determinations. The
Group is subject to risks relating to the preparation of estimates and assumptions that affect the
reported amounts of assets, liabilities, revenue and expenses in its financial statements. For example,
determining whether the Group’s goodwill is impaired requires an estimation of the value in use of the
Group’s cash generating units to which the goodwill has been allocated. This impairment review is
conducted on the basis of discounted future cash flows arising in each relevant cash generating unit,
and involves estimations and assumptions related to, among other things, incremental benefits of
recovery plans in certain of the Group’s divisions and growth rates in the United Kingdom and North
America. Factors including adverse economic conditions in the markets in which the Group operates,
changes to discount rates used to calculate future cash flows and failure to derive the expected
benefits from the Group’s business transformation initiatives could have an adverse impact on the
assumptions that the Group has made for financial reporting purposes, which in turn could affect
possible impairment of goodwill and have a material adverse effect on the Group’s financial condition
and results of operations. In FY 2011, the Group’s goodwill was impaired by £5.0 million due to a loss-
making contract.

Risks related to the Group’s structure

1.29 The Company is a holding company and is dependent on the ability of its subsidiaries to

distribute funds to it.

The Company is a holding company and its subsidiaries conduct substantially all of its consolidated
operations and own substantially all of its consolidated assets. Consequently, its cash flow and its
ability to pay dividends to Shareholders depend upon its subsidiaries’ cash flow and payments of funds
to it by its subsidiaries. The Company’s subsidiaries are separate and distinct legal entities and have
no obligation to pay any amounts to the Company, whether through dividends, loans, or other
payments. Further, its subsidiaries’ ability to make any advances, distributions or other payments to it
may be restricted by, among other things, debt instruments, tax considerations and legal restrictions.
For example, the franchise agreements restrict the ability to declare, and amount of, dividends that the
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Group’s rail subsidiaries are able to pay. Various intra-group funding arrangements, including the deed
poll guarantees for the Bonds also restrict the subsidiaries’ ability to provide funding to the Company.
Existing joint venture and pooling agreements may also restrict the amount of revenue and cash flow
that is available for dividend payments. If the Company is unable to obtain funds from its subsidiaries,
unless it obtains funds from other sources, which may not be possible, it will not be able to meet its
obligations and will not be able to pay dividends to Shareholders.

1.30 The Group has grown and may grow, in part, through acquisitions, which involve various

risks.

The acquisition of suitable businesses has historically been important to the growth of the Group and
the Group expects to continue to invest in selective bolt-on acquisition opportunities. It is possible that
the Group may not be able to locate or acquire such businesses, or it may not be able to fund future
acquisitions at an acceptable cost because of limitations relating to its indebtedness or otherwise.
Additionally, acquisitions may result in significant diversion of management and other employee time,
as well as substantial out-of-pocket costs related to, among other things, integration issues, and the
Group’s ability to implement desired integration measures may be restricted by law or by contract. In
future acquisitions, the Group may also assume unknown or undisclosed business, operational, tax,
regulatory, environmental and other liabilities, and/or fail to properly assess known contingent liabilities
of the acquired business. The Group may also suffer erosion of operating profits as new acquisitions
may be unable to achieve profitability comparable with existing operations quickly or at all. Competition
authorities may prohibit the Group from concluding an acquisition, in which case the Group will still
bear any out-of-pocket costs associated with the failed acquisition without any benefits, or may impose
conditions or other restrictions on the combined businesses post-acquisition which could limit the
Group’s operational flexibility or increase costs. Any of the foregoing may have a material adverse
effect on the Group’s financial condition and results of operations.

Risks relating to the Group’s employees

1.31 The Group’s workforce is largely unionised.

A significant proportion of the Group’s workforce belongs to trade unions and labour unions, with the
Group’s employees represented by approximately 30 different unions. Specifically, as at 31 March
2013, the majority of First Student’s approximately 59,500 employees, the majority of First Transit’s
approximately 17,500 employees, the majority of Greyhound’s approximately 7,500 employees,
approximately 80 per cent. of UK Bus’ approximately 22,000 employees and a significant proportion of
UK Rail’s approximately 13,500 employees were represented by unions. Numerous collective
bargaining or similar agreements cover the Group’s employees and are subject to periodic
renegotiation at various dates. Strikes or work stoppages and interruptions have occurred in the past
and could occur if the Group is unable to renew these agreements on satisfactory terms or if the
Group’s industrial relations are generally poor or contentious. The terms and conditions of existing or
renegotiated agreements could also increase the Group’s costs or otherwise affect its ability to fully
implement future operational changes to enhance its efficiency and performance. Any of the foregoing
may have a material adverse impact on the Group’s financial condition and results of operations.

1.32 The Group has significant defined benefit and defined contribution pension obligations

and its defined benefit pension schemes are in deficit.

The Group operates or participates in a number of pension schemes providing retirement benefits for
its former and current employees through both defined benefit schemes and defined contribution
schemes. The pension schemes cover the majority of UK employees and certain North American
employees. The Group has significant defined benefit pension scheme deficit funding obligations. The
Group’s defined benefit schemes had a consolidated pre-tax net deficit of £247.8 million as of
31 March 2013, as calculated on an IFRS basis and adjusted by the “franchise adjustment” (which is
that portion of the deficit that is projected to exist at the end of its rail franchises and for which the
Group will not be required to fund) (31 March 2012: £267.9 million; 31 March 2011: £243.2 million). In
addition to the regular contributions, the Group is required to make annual cash contributions to fund
the deficit in its defined benefit pension schemes. In FY 2013, the Group made such contributions in
the amount of £44.1 million (FY 2012: £41.6 million; FY 2011: £13.4 million).

The Group pension schemes include a number of defined benefit schemes under which benefits
provided are based on employees’ number of years of service and either career average salary or final
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salary. The scope of benefits varies between the pension schemes. The assets of the pension
schemes are held in separately administered trusts which are managed independently of the Group’s
finances by investment managers appointed by the pension schemes’ trustees. The various defined
benefit schemes include six UK Bus schemes where the subsidiary undertaking is a participating
employer in a scheme operated by a local authority. These schemes are subject to relevant local
government regulations.

FirstGroup is one of the various TOCs in the UK rail industry which participates in the RPS, which is an
industry wide defined benefit scheme. The Group is obliged to fund the relevant section of the RPS
over the period for which it holds the relevant franchise arrangement.

First Greater Western Limited, First Capital Connect Limited, First ScotRail Limited and First/Keolis
Transpennine Limited have sections in the RPS. Under the terms of the RPS, any fund deficit or
surplus is shared by the employer (60 per cent.) and the employees (40 per cent.). In calculating the
Group’s pension obligations in respect of the RPS the Group has calculated the total pension deficits in
each of the RPS sections in accordance with IAS 19. A franchise adjustment, calculated by the
Group’s actuaries, is offset against the present value of the RPS liabilities so as to fairly present the
financial performance, position and cash flows of the Group’s obligations.

Contributions are paid to all defined benefit schemes in accordance with rates recommended by the
schemes’ actuaries. The Group is required to make certain year-end assumptions regarding its defined
benefit pension schemes and may be required to increase its level of contribution over and above what
it is already required to contribute to fund the existing deficit due to changes in market conditions and
assumptions. The reported accounting values for pension assets and liabilities can change from one
reporting period to the next depending on several factors, including factors outside the Group’s control,
such as changes in discount rates, interest rates, inflation rates, the market performance of the
diversified investments underlying the pension schemes, exchange rates, actuarial data and
adjustments and an increase in the minimum funding requirements or other regulatory changes
governing the schemes. Prolonged periods of low interest rates, such as those seen in the current
environment, tend to increase the liabilities of defined benefit pension schemes because liabilities are
calculated by discounting future benefits by prevailing interest rates. Adverse equity market conditions
and volatility in the credit market also may have an unfavourable impact. The powers of the Pensions
Regulator may also have an impact on any plans to make returns of capital from the Group to
Shareholders. For example, the Pensions Regulator has powers to issue contribution notices and
financial support directions in certain circumstances in order to ensure that additional contributions are
paid into a pension scheme or that other financial support is put in place to the benefit of a pension
scheme. If the market value of the pension scheme’s assets declines in relation to its assessed
liabilities, the Pensions Regulator may require the Group to increase its contributions to cover any
further funding shortfalls. In addition, were the credit rating of the Group’s senior bonds to be
downgraded to below investment grade (reflecting the credit rating agencies’ analysis of the financial
condition of the Company), the trustee(s) of the Group’s defined benefit pension schemes could review
the actuarial funding basis and the contributions required to fund the deficit in such schemes. Further,
internal factors such as an adjustment to the level of benefits provided under the pension schemes
may lead to an increase in the Group’s pension liability. For example, as of 31 March 2013, a 0.1 per
cent. movement in the discount rate and inflation rate would impact the operating profit by
approximately £1 million and £3 million and the balance sheet position by approximately £33 million
and £23 million, respectively. These and other sensitivities are not uniform across the Group’s various
pension schemes. If these or other internal and external factors were to become unfavourable, or more
unfavourable than they are currently, alone or in combination, the Group’s required contributions to the
pension schemes and the costs and net liabilities associated with the pension schemes could increase
substantially and this may have a material adverse effect on the Group’s financial condition and results
of operations. In addition, the revised IAS 19 requires the Group, as of 1 April 2013, to stop using
separate assumptions for expected return on assets and interest cost and replace them with one single
net interest cost which is required to be calculated using the liability discount rate, which is expected to
result in higher defined benefit pension liabilities.

The Group operates defined contribution retirement benefit pension schemes for all qualifying
employees. The assets of the pension schemes are held separately from those of the Group in funds
under the control of trustees. Where there are employees who leave the pension schemes prior to
contributions vesting fully, the contributions payable by the Group are reduced by the amount of
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forfeited contributions. In FY 2013, the Group paid £8.4 million (FY 2012: £6.5 million; FY 2011: £5.9
million) to fund the Group defined contribution pension schemes in line with the rates specified by the
rules of the pension schemes. As a result of the UK Pensions Act 2008, approximately 9,200 additional
employees became eligible to participate in the defined contribution retirement benefit schemes, with
such auto-enrolment provisions taking effect from 1 April 2013. The Group expects to incur an
additional £4.5 million in compulsory employer contributions in FY 2014 (FY 2015: £6.9 million; FY
2016: £9.7 million) as a result of auto-enrolment. The Group’s employment costs will increase to the
extent that the Group has to make contributions to a defined benefit pension arrangement on behalf of
eligible employees under the auto-enrolment regime who were not previously members of any Group
pension scheme. Any increase in pensions-related employment costs may have a material adverse
effect on the Group’s financial condition and results of operations.

1.33 If the Group fails to attract and retain key employees, its business could suffer.

The Group’s ability to compete effectively depends on its ability to attract and retain key managers.
Competition for management talent in the passenger transportation industry can be intense. The
Group’s ability to recruit and retain such talent will depend on a number of factors, including the hiring
practices of its competitors, compensation and benefits, work location, work environment and industry
economic conditions. If the Group cannot effectively recruit and retain qualified employees, its business
could suffer, which could have a material adverse effect on the Group’s financial condition and results
of operations.

1.34 If the Group is unable to meet its employment needs, while controlling wage and labour-

related costs, it may not be able to grow or successfully operate its business.

Employment costs represent the largest component of the Group’s operating costs, comprising
42.9 per cent. of operating costs in FY 2013. In addition, the Group’s success depends, in part, upon
its ability to attract, train and retain a sufficient number of qualified employees. The Group’s ability to
meet its employment needs, while controlling wage and labour-related costs, is subject to numerous
external factors, including the availability of a sufficient number of qualified persons in the work force in
the markets in which it is located, unemployment levels within those markets, unionisation of the
available work force, prevailing wage rates, changing demographics, health and other insurance costs
and changes in employment legislation. Any failure to meet the Group’s staffing needs or any material
increase in employee turnover rates may have a material adverse effect on the Group’s financial
condition and results of operations.

2. RISKS RELATING TO THE RIGHTS ISSUE

2.1 Prospective investors should be aware that the value of an investment in New Ordinary

Shares may go down as well as up and any fluctuations may be material and may not

reflect the underlying asset value.

The market price of the Nil Paid Rights, Fully Paid Rights and/or New Ordinary Shares could be
subject to significant fluctuations due to a change in sentiment in the market regarding the Nil Paid
Rights, Fully Paid Rights and/or New Ordinary Shares. The fluctuations could result from national and
global economic and financial conditions, market perceptions of FirstGroup and various other factors
and events, including but not limited to regulatory changes affecting the Group’s operations, variations
in the Group’s financial results, changes to the credit rating of the Group’s senior bonds, business
developments of the Group and/or its competitors and the liquidity of the financial markets.
Furthermore, the Group’s financial results and prospects from time to time may be below the
expectations of market analysts and investors. Any of these events could result in a decline in the
market price of the Nil Paid Rights, Fully Paid Rights and/or New Ordinary Shares.

2.2 The market price for Ordinary Shares may decline below the Issue Price.

There is no assurance that the public trading market price of the Ordinary Shares will not decline below
the Issue Price. Should that occur, relevant Shareholders will suffer an immediate loss as a result.
Moreover, there can be no assurance that, following the exercise of rights, Shareholders will be able to
sell their New Ordinary Shares at a price equal to or greater than the acquisition price for those shares.

Shareholders who decide not to exercise their Nil Paid Rights may also sell or transfer them. If the
public trading market price of the Ordinary Shares declines below the Issue Price, investors who have
acquired any such Nil Paid Rights in the secondary market will suffer a loss as a result.
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2.3 Qualifying Shareholders who do not (or who are not permitted to) acquire New Ordinary

Shares in the Rights Issue will experience dilution in their ownership of the Company.

If Qualifying Shareholders do not (or are not permitted under the terms of the Rights Issue to) take up
their entitlements under the Rights Issue, their proportionate ownership and voting interests in the
Company will be reduced and the percentage that their Ordinary Shares will represent of the total
issued share capital of the Company will be reduced accordingly. Even if any such Qualifying
Shareholder elects to sell his unexercised Nil Paid Rights or such Nil Paid Rights are sold on his
behalf, he may not receive any consideration and any consideration he does receive may not be
sufficient to compensate him fully for the dilution of his percentage ownership of the Company’s share
capital that may be caused as a result of the Rights Issue.

2.4 Any future issue of Ordinary Shares will further dilute the holdings of current Shareholders

and could adversely affect the market price of Ordinary Shares.

Other than pursuant to the Rights Issue, FirstGroup has no current plans for an offering of Ordinary
Shares. However, it is possible that FirstGroup may decide to offer additional Ordinary Shares in the
future either to raise capital or for other purposes. If Shareholders did not take up such offer of
Ordinary Shares or were not eligible to participate in such offering, their proportionate ownership and
voting interests in FirstGroup would be reduced. An additional offering, or significant sales of Ordinary
Shares by major shareholders, could have a material adverse effect on the market price of Ordinary
Shares as a whole.

2.5 An active trading market in the Nil Paid Rights may not develop.

An active trading market on the London Stock Exchange in the Nil Paid Rights may not develop during
the trading period. In addition, because the trading price of the Nil Paid Rights depends on the trading
price of the Ordinary Shares, the Nil Paid Rights price may be volatile and subject to the same risks as
noted in risk factor 2.1. The volatility of the price of Ordinary Shares may also magnify the price
volatility of the Nil Paid Rights.

2.6 The Company’s ability to pay dividends is not guaranteed.

Future dividends will be subject to the Group’s financial condition. Under UK company law, a company
can only pay cash dividends to the extent that it has distributable reserves and cash available for this
purpose. As a holding company, the Company’s ability to pay dividends in the future is affected by a
number of factors, principally its ability to receive sufficient dividends from its subsidiaries. The
payment of dividends to the Company by its subsidiaries is affected by their financial condition and, in
turn, subject to restrictions, including certain regulatory requirements and the existence of sufficient
distributable reserves and cash in those subsidiaries. The ability of its subsidiaries to pay dividends to
the Company and its ability to receive distributions from its investments in other entities are subject to
applicable local laws and regulatory requirements and other restrictions. These laws and restrictions
could limit the payment of dividends and distributions to the Company by its subsidiaries, which could
in the future restrict the Company’s ability to fund its operations or to pay a dividend to its
Shareholders. For further information regarding the Company’s ability to receive dividends from its
subsidiaries, please see risk factor 1.29.

2.7 Overseas Shareholders may not be able to acquire New Ordinary Shares in the Rights

Issue or subscribe for future issues of Ordinary Shares.

Securities laws of certain jurisdictions may restrict the Company’s ability to allow participation by
certain Shareholders in any future issue of Ordinary Shares. In particular, Shareholders who are
located in the United States may not be able to exercise their rights in the Rights Issue or on a future
issue of Ordinary Shares, unless a registration statement under the Securities Act is effective with
respect to such rights or an exemption from the registration requirements is available thereunder. The
New Ordinary Shares are not and will not be registered under the Securities Act and the Company may
not file any such registration statements for future share issues, and an exemption to the registration
requirements of the Securities Act may not be available in any case. In such an event, Shareholders
with a registered address, or who are located, in the United States would be unable to participate in
such an issue.

Qualifying Shareholders who have a registered address in or who are resident in countries other than
the United Kingdom should consult their professional advisers as to whether they require any
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governmental or other consents, or need to observe any other formalities to enable them to take up
their Nil Paid Rights or acquire New Ordinary Shares. Any Shareholder who is not entitled to
participate in the Rights Issue or any future issue of Ordinary Shares carried out by the Company will
suffer dilution, as described above.

2.8 The ability of Overseas Shareholders to bring actions or enforce judgments against

FirstGroup, or the directors or officers may be limited.

The ability of an Overseas Shareholder to bring an action against FirstGroup may be limited under law.
FirstGroup is a public limited company incorporated in Scotland. The rights of Shareholders are
governed by Scottish law and the Articles. These rights differ from the rights of shareholders in typical
US corporations and some other non-UK corporations. An Overseas Shareholder may not be able to
enforce a judgment against some or all of the Directors and executive officers. The majority of the
Directors and executive officers are residents of the UK. Consequently, it may not be possible for an
Overseas Shareholder to effect service of process upon the Directors and the executive officers within
the Overseas Shareholder’s country of residence or to enforce against the Directors and the executive
officers judgments of courts of the Overseas Shareholder’s country of residence based on civil
liabilities under that country’s securities laws. There can be no assurance that an Overseas
Shareholder will be able to enforce any judgments in civil and commercial matters or any judgments
under the securities laws of countries other than the UK against the Directors or the executive officers
who are residents of the UK or countries other than those in which judgment is made. In addition,
English, Scottish or other courts may not impose civil liability on the Directors or the executive officers
in any original action based solely on foreign securities laws brought against the Group or the Directors
or the executive officers in a court of competent jurisdiction in England, Scotland or other countries.

2.9 Overseas Shareholders may be subject to exchange rate risks.

The Ordinary Shares are priced in Pounds Sterling, and will be quoted and traded in Pounds Sterling.
In addition, any dividends FirstGroup may pay will be declared and paid in Pounds Sterling.
Accordingly, Shareholders resident outside the UK jurisdictions are subject to risks arising from
adverse movements in the value of their local currencies against the Pounds Sterling, which may
reduce the value of the New Ordinary Shares, as well as that of any dividends paid.

2.10 Admission of the New Ordinary Shares may not occur when expected.

Application for Admission of the New Ordinary Shares (nil and fully paid) is subject to the approval
(subject to satisfaction of any conditions to which such approval is expressed to be subject) of the UK
Listing Authority and Admission will become effective as soon as a dealing notice has been issued by
the UK Listing Authority and the London Stock Exchange has acknowledged that the New Ordinary
Shares (nil and fully paid) will be admitted to trading. There can be no guarantee that any conditions to
which Admission is subject will be met or that the UK Listing Authority will issue a dealing notice. See
the ‘Expected Timetable of Principal Events’ on the following page of this document for further
information on the expected dates of these events.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Each of the times and dates in the table below is indicative only and may be subject to change.

Please read the notes for this timetable set out below.

2013

Record Date for entitlements under the Rights Issue close of business on 7 June

Latest time and date for receipt of Forms of Proxy 11.00 a.m. on 8 June

General Meeting 11.00 a.m. on 10 June

Provisional Allotment Letters despatched (to Qualifying non-CREST
Shareholders only)

10 June

Admission 8.00 a.m. on 11 June

Dealings in New Ordinary Shares, nil paid, commence on the

London Stock Exchange 8.00 a.m. on 11 June

Ordinary Shares marked “ex-rights” by the London Stock Exchange 8.00 a.m. on 11 June

Nil Paid Rights credited to stock accounts in CREST (Qualifying
CREST Shareholders only)

as soon as
practicable after 8.00

a.m. on

11 June

Nil Paid Rights and Fully Paid Rights enabled in CREST as soon as
practicable after 8.00

a.m. on

11 June

Recommended latest time for requesting withdrawal of Nil Paid
Rights or Fully Paid Rights from CREST (i.e. if your Nil Paid Rights
or Fully Paid Rights are in CREST and you wish to convert them into
certificated form)

4.30 p.m. on 19 June

Latest time and date for depositing renounced Provisional Allotment
Letters, nil paid or fully paid, into CREST or for dematerialising Nil
Paid Rights or Fully Paid Rights into a CREST stock account (i.e. if
your Nil Paid Rights or Fully Paid Rights are represented by a
Provisional Allotment Letter and you wish to convert them to
uncertificated form)

3.00 p.m. on 20 June

Latest time and date for splitting Provisional Allotment Letters, nil
paid or fully paid

3.00 p.m. on 21 June

Latest time and date for acceptance, payment in full and

registration of renounced Provisional Allotment Letters

11.00 a.m. on 25 June

Result of Rights Issue to be announced by 8.00 a.m. on 26 June

Dealings in New Ordinary Shares, fully paid, commence on the

London Stock Exchange and New Ordinary Shares credited to

CREST stock accounts (uncertificated holders only)

8.00 a.m. on 26 June

Expected date of despatch of definitive share certificates for New
Ordinary Shares in certificated form

by not later than 8 July

Notes:
(i) Each of the times and dates set out in the above timetable and mentioned in this document, the Provisional Allotment Letter

and in any other document issued in connection with the Rights Issue is subject to change by the Company (with the
agreement of, in certain instances, the Joint Global Co-ordinators and, in certain instances, the Joint Bookrunners), in which
event details of the new times and dates will be notified to the UK Listing Authority and, where appropriate, to Shareholders.

(ii) Any reference to a time in this document is to London time, unless otherwise specified.
(iii) The ability to participate in the Rights Issue is subject to certain restrictions relating to Shareholders with registered

addresses or located or resident in countries outside the UK, details of which are set out in Part V (Terms of the Rights
Issue) of this document.
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RIGHTS ISSUE STATISTICS

Number of Existing Ordinary Shares 482,067,170

Number of New Ordinary Shares available under the Rights Issue up to 722,859,586

Enlarged Share Capital up to 1,204,926,756

Issue Price per New Ordinary Share 85 pence

New Ordinary Shares as a percentage of the Enlarged Share Capital2 60 per cent.

Gross proceeds of the Rights Issue (approximately) £615 million

Net proceeds of the Rights Issue, after deduction of expenses (approximately)1 £585 million

1 Expenses are expected to be approximately £30 million.
2 On the assumption that no further Ordinary Shares are issued or transferred out of treasury as a result of the exercise of any

options under the Employee Share Schemes between 20 May 2013 (being the latest practicable date prior to the publication
of this document) and the Ex-Rights Date.
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IMPORTANT INFORMATION

1. NOTICE TO INVESTORS

Neither this document nor the Provisional Allotment Letters constitute, or will constitute, or forms part
of any offer or invitation to sell or issue, or any solicitation of any offer to purchase or acquire the Nil
Paid Rights, Fully Paid Rights and the New Ordinary Shares to any person or Shareholder with a
registered address in or otherwise located, in the United States. Notwithstanding the foregoing, the
Company reserves the right to offer the Nil Paid Rights, the Fully Paid Rights and the New Ordinary
Shares in the United States in transactions exempt from, or not subject to, the registration
requirements under the Securities Act.

Any person exercising the Nil Paid Rights or the Fully Paid Rights will be required to represent that
such person:

(a) is not within the United States;

(b) is not in any jurisdiction in which it is unlawful to make or accept an offer to acquire the New
Ordinary Shares;

(c) is not exercising for the account of any person who is located in the United States, unless:

(i) the instruction to exercise was received from a person outside the United States; and

(ii) the person giving such instruction has confirmed that: (x) it has the authority to give such
instruction; and (y) either (A) has investment discretion over such account, or (B) is an
investment manager or investment company that it is acquiring the Fully Paid Rights or New
Ordinary Shares in an “offshore transaction” within the meaning of Regulation S; and

(d) is not acquiring the Fully Paid Rights or New Ordinary Shares with a view to the offer, sale, resale,
transfer, delivery or distribution, directly or indirectly, of any such New Ordinary Shares into the
United States or any other jurisdiction referred to in (b) above.

Notwithstanding the representations above, where proof has been provided to the Company’s
satisfaction that Nil Paid Rights or Fully Paid Rights are being exercised by a person that is, and each
account for which it is acting is, or is acting on behalf of a person that is, a QIB, and that such exercise
will not result in the contravention of any applicable regulatory or legal requirements in any jurisdiction,
the Company may allow such exercise on the terms and conditions and subject to the requirements set
out in Section 8(b) of Part IV (Terms of the Rights Issue) of this document.

To the extent that New Ordinary Shares are not taken up in the Rights Issue, the Underwriters may
arrange for the offer of the New Ordinary Shares (i) in accordance with Regulation S or (ii) through
their US registered broker-dealer affiliates to persons reasonably believed to be QIBs within the
meaning of Rule 144A under the Securities Act in reliance on an exemption from the registration
requirements of the Securities Act. Any such persons that are QIBs are hereby notified that such offers
are being made in reliance on Rule 144A or another exemption from the registration requirements of
the Securities Act.

The Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares and the Provisional Allotment
Letters have not been and will not be registered under the relevant laws of any Excluded Territory and
may not be offered, sold, taken up, exercised, resold, transferred or delivered, directly or indirectly,
within the Excluded Territories, except pursuant to an applicable exemption from, or in a transaction
not subject to, registration, and in compliance with, any applicable securities laws (including US state
securities laws).

All Overseas Shareholders and any person (including, without limitation, a nominee or trustee) who
has a contractual or legal obligation to forward this document or any Provisional Allotment Letter, if and
when received, or other document to a jurisdiction outside the United Kingdom should read Section 8
of Part IV (Terms of the Rights Issue) of this document.

Any payment made in respect of Provisional Allotment Letters that do not meet the foregoing criteria
will be returned without interest.
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2. MARKET AND INDUSTRY INFORMATION

Market data and certain industry forecasts used in this document were obtained from internal surveys,
reports and studies, where appropriate, as well as market research, publicly available information and
industry publications. Industry publications generally state that the information they contain has been
obtained from sources believed to be reliable but that the accuracy or completeness of such
information is not guaranteed. Similarly, internal surveys, reports and studies and market research,
while believed by the Company to be reliable and accurately extracted by the Company for the
purposes of this document, have not been independently verified and the Company makes no
representation as to the accuracy of such information. The industry forecasts are forward looking
statements. See “Forward-Looking Statements” below.

3. FORWARD-LOOKING STATEMENTS

Certain information contained in this Prospectus including any information as to the Group’s strategy,
plans or future financial or operating performance constitute “forward-looking statements”. These
forward-looking statements may be identified by the use of forward-looking terminology, including the
terms “believes”, “estimates”, “anticipates”, “projects”, “expects”, “intends”, “aims”, “plans”, “predicts”,
“may”, “will”, “seeks”, “could”, “would”, “shall” or “should” or, in each case, their negative or other
variations or comparable terminology, or by discussions of strategy, plans, objectives, goals, future
events or intentions. These forward-looking statements include all matters that are not historical facts.
They appear in a number of places throughout this Prospectus and include statements regarding the
intentions, beliefs or current expectations of the Board concerning, among other things, the Company’s
results of operations, financial condition, prospects, growth, strategies and the industries in which the
Group operates.

By their nature, forward-looking statements involve risks and uncertainties because they relate to
events and depend on circumstances that may or may not occur in the future or are beyond the
Group’s control. Forward-looking statements are not guarantees of future performance and are based
on one or more assumptions. The Group’s actual results of operations and financial condition and the
development of the industries in which the Group operates may differ materially from those suggested
by the forward-looking statements contained in this Prospectus. In addition, even if the Company’s
actual results of operations, financial condition and the development of the industries in which the
Group operates are consistent with the forward-looking statements contained in this Prospectus, those
results or developments may not be indicative of results or developments in subsequent periods.

The following are important factors that could cause the Group’s actual results to differ materially from
those projected in the forward-looking statements made in this Prospectus:

• continued underperformance of the UK and the US economies, including prolonged recession or
multiple recessions or weak recoveries, poor general business conditions, falling gross domestic
product, low consumer confidence and increased unemployment;

• changes in government policy in relation to any of the Group’s businesses including further
reductions in public spending on subsidies for passenger transport or reimbursement of
concessions in the UK and continued constraints on transportation spending of school boards in
the United States;

• the loss of, or adverse change in, any of the UK Rail’s franchises and inability to win new rail
franchises in the UK;

• difficulties implementing the Group’s transformation initiatives, including the Group’s inability to
sustain the improvements in operating efficiency through cost savings and business optimisation
efforts realised during recent years;

• adverse developments in the Group’s employment and staff costs, including pensions-related
costs;

• adverse developments in the Group’s fuel costs and risks associated with the Group not being
fully hedged against such costs;

• operational incidents, such as bus or rail accidents;

• competition in the Group’s existing and future lines of business;
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• strikes or work stoppages and interruptions by the Group’s employees;

• the cumulative effect of adverse litigation, governmental proceedings or arbitration awards against
the Group and the adverse effect of new regulatory interpretations, rules and laws;

• the Group’s failure to comply with laws and regulations and any changes in laws and regulations;

• changes in interest rates or monetary policies or exchange rates or new types of taxes or
increases in taxes in the UK, the United States or Canada;

• interruption or failure of systems upon which the Group’s operations are reliant, including
interruption or failure resulting from security breaches, terrorist action, human error, natural
disasters or extreme weather events, failure by third parties to perform their responsibilities
adequately and other factors beyond the Group’s direct control; and

• the loss of any of the Group’s key managers or employees.

The list above is not exhaustive and there are other factors that may cause the Group’s actual results
to differ materially from the forward-looking statements contained in this Prospectus.

Prospective investors are advised to read, in particular, the following parts of this Prospectus for a
more complete discussion of the factors that could affect the Group’s future performance and the
industry in which the Group operates: Part II (Risk Factors), Part V (Information on FirstGroup), Part VI
(Operating and Financial Review) and Part XIII (Financial Information Relating to the Group). In light of
these risks, uncertainties and assumptions, the events described in the forward-looking statements in
this Prospectus may not occur.

The forward-looking statements contained in this Prospectus speak only as of the date of this
Prospectus. The Company and the Directors expressly disclaim any obligations or undertaking to
update or revise publicly any forward-looking statements, whether as a result of new information, future
events or otherwise, unless required to do so by applicable law, the Prospectus Rules, the Listing
Rules, the London Stock Exchange Rules or the Disclosure and Transparency Rules.

4. PRESENTATION OF FINANCIAL INFORMATION

All financial information contained in this document, unless otherwise stated, has been extracted from
the audited financial statements for FY 2013, FY 2012 and FY 2011 or from the Group’s accounting
records used to prepare these audited financial statements. Where information has been extracted
from the audited financial statements of the Group, the information is described as audited unless
otherwise stated.

The financial information presented in a number of tables in this document has been rounded to the
nearest whole number or the nearest decimal. Therefore, the sum of the numbers in a column may not
conform exactly to the total figure given for that column. In addition, certain percentages presented in
the tables in this document reflect calculations based upon the underlying information prior to rounding,
and, accordingly, may not conform exactly to the percentages that would be derived if the relevant
calculations were based upon the rounded numbers.

Unless otherwise indicated, financial information for the Group in this document and the information
incorporated by reference into this document is presented in Pounds Sterling and has been prepared in
accordance with IFRS.

Presentation of the Group’s results

In its consolidated income statement, the Group presents both historical and “underlying” figures below
revenue. The Board believes that presenting underlying figures facilitates period-to-period comparisons
as it allows the Group to highlight certain items, such as amortisation charges, exceptional items
(which may not be non-recurring, infrequent or unusual), ineffectiveness on financial derivatives, (loss)/
profit on disposal of properties, on discontinued operations and tax associated with exceptional items
or discontinued operations to derive underlying operating profit. In its external reporting, the Group
presents underlying operating profit and underlying EBITDA (underlying operating profit less capital
grant amortization plus depreciation).
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In Part VI (Operating and Financial Review) of this document, the Group presents its consolidated
results on a historical basis, and presents its segment results on an underlying basis. In the Group’s
consolidated financial statements for FY 2011, the Group refers to underlying measures as “adjusted”
measures. The discussion of the consolidated results is on a historical basis to allow for a comparison
of aggregate reported costs. The discussion of the segment results on an underlying basis reflects the
Board’s view that costs excluded from underlying operating profit reflect Group rather than segment-
level decisions.

Non-IFRS Financial Measures

Underlying operating profit, underlying profit before tax, underlying EBITDA, underlying basic EPS and
net debt are not measures defined by IFRS.

These measures have limitations as analytical tools, and should not be considered in isolation or as a
substitute for analysis of the Group’s results reported under IFRS. In particular, these measures should
not be considered as an alternative to (a) operating profit or profit for the period (as determined in
accordance with IFRS) as a measure of the Group’s operating performance, (b) cash flows from
operating, investing and financing activities as a measure of the Group’s ability to meet its cash needs,
or (c) any other measures of performance under generally accepted accounting principles. Because
the Group’s definitions of these measures may differ from those used by other companies and
industries, presentation of these metrics may not be comparable to other similarly-titled measures used
by other companies.

The Board believes that these non-IFRS measures are helpful to investors and financial analysts in
highlighting trends in the Group’s overall business because the items excluded in calculating these
measures have little or no bearing on the Group’s day-to-day operating performance. In addition, the
Group uses underlying figures for incentive and long term compensation purposes at the Group’s
senior management level. Shareholders and prospective investors are encouraged to evaluate these
items and their limitations for purposes of their analysis.

Underlying operating profit and underlying profit before tax

The Group uses underlying operating profit to assess the trading performance of the Group’s segments
and this is therefore the measure of segment profit that the Group presents under IFRS. Underlying
operating profit per division is referred to as “underlying segment results” in the notes to the Group’s
consolidated financial statements segment.

The Group also presents underlying operating profit on a consolidated basis because the Board
believes it is important to consider the Group’s profitability on a basis consistent with that of the
Group’s segments. When presented on a consolidated basis, underlying operating profit is a non-IFRS
measure.

Underlying operating profit and underlying profit before tax are stated before giving effect to
amortisation charges, ineffectiveness on financial derivatives, exceptional items, (loss)/profit on
disposal of properties and discontinued operations.

The Group recognises goodwill and intangible assets as a consequence of the required accounting for
a business combination under IFRS. The Group excludes amortisation charges and any impairment of
these assets from underlying operating profit and underlying profit before tax because these items
hinder the comparison of the trading performance of businesses that have been acquired with that of
the Group’s existing operations. The Group excludes ineffectiveness on financial derivatives and
exceptional items because they are individually or collectively material items that are not considered to
be representative of the trading performance of the Group’s businesses during the periods under
review. (Loss)/profit on disposal of properties and discontinued operations reflect specific actions taken
by management to improve the Group’s future profitability and, therefore, the Group does not consider
them to be representative of its trading profitability of ongoing operations.

Underlying EBITDA

The Group defines underlying EBITDA as underlying operating profit less capital grant amortisation
plus depreciation. As reported historically, the calculation of underlying EBITDA for FY 2011 was
restated in FY 2012 to exclude capital grant amortisation and discontinued operations.
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The Group also presents in its external reporting a measure of “EBITDA by division” which it defines
similarly to “underlying EBITDA’’, but which has been calculated on a segment-by-segment basis.

The following table provides a reconciliation of underlying EBITDA and underlying operating profit to
profit for the year from continuing operations for the periods under review.

FY 2013 (£ in millions)

TotalFirst Student First Transit Greyhound UK Bus UK Rail Group

Profit for the year from continuing
operations 47.8

Tax (10.6)

Profit before tax 37.2
Ineffectiveness on financial

derivatives 5.5
Finance costs 164.8
Investment income (1.8)

Operating profit 44.5 33.4 48.7 68.2 40.4 (29.5) 205.7
(Loss)/profit on disposal of properties (0.2) — 0.2 2.7 — — 2.7
Exceptional items 22.5 11.8 — 19.8 20.9 — 75.0
Amortisation charges 43.1 3.9 3.1 — 1.9 — 52.0

Underlying operating profit 109.9 49.1 52.0 90.7 63.2 (29.5) 335.4
Capital grant amortisation — — — (0.5) (32.6) — (33.1)
Depreciation 148.9 10.9 28.9 70.1 105.0 0.9 364.7

Underlying EBITDA 258.8 60.0 80.9 160.3 135.6 (28.6) 667.0

FY 2012 (£ in millions)

TotalFirst Student First Transit Greyhound UK Bus UK Rail Group

Profit for the year from continuing
operations 229.8

Tax 50.1

Profit before tax 279.9
Ineffectiveness on financial

derivatives 11.0
Finance costs 159.1
Investment income (2.0)

Operating profit 86.7 51.5 52.5 191.4 (96.9) 31.0 448.0
(Loss)/profit on disposal of properties 0.3 — (5.0) 3.7 — — (1.0)
Exceptional items — — — (60.7) 10.2 1.1 (49.4)
Amortisation charges 20.1 4.3 3.1 — 3.4 — 30.9

Underlying operating profit 107.1 55.8 50.6 134.4 110.5 (29.9) 428.5
Capital grant amortisation — — — (0.5) (13.2) — (13.7)
Depreciation 148.7 9.5 29.5 73.2 66.2 1.0 328.1

Underlying EBITDA 255.8 65.3 80.1 207.1 163.5 (28.9) 742.9

FY 2011 (£ in millions)

TotalFirst Student First Transit Greyhound UK Bus UK Rail Group

Profit for the year from continuing
operations 109.8

Tax 16.7

Profit before tax 126.5
Ineffectiveness on financial

derivatives (0.3)
Finance costs 184.3
Investment income (1.9)

Operating profit 68.3 35.9 35.9 143.3 52.1 (26.9) 308.6
(Loss)/profit on disposal of properties 0.1 — 1.2 3.1 — — 4.4
Exceptional items 39.5 16.6 — 2.4 41.9 0.4 100.8
Amortisation charges 20.4 4.7 3.1 — 14.7 — 42.9

Underlying operating profit 128.3 57.2 40.2 148.8 108.7 (26.5) 456.7
Capital grant amortisation — — — (0.5) (7.5) — (8.0)
Depreciation 149.8 9.1 28.5 71.7 57.4 3.7 320.2

Underlying EBITDA 278.1 66.3 68.7 220.0 158.6 (22.8) 768.9

45



The following tables provide a reconciliation of underlying profit before tax to profit before tax for the
year for the periods under review.

FY 2013 (£ in millions)

TotalFirst Student First Transit Greyhound UK Bus UK Rail Group

Profit before tax 37.2
Ineffectiveness on financial

derivatives 5.5
(Loss)/profit on disposal of

properties (0.2) — 0.2 2.7 — — 2.7
Exceptional items 22.5 11.8 — 19.8 20.9 — 75.0
Amortisation charges 43.1 3.9 3.1 — 1.9 — 52.0
Underlying profit before tax 172.4

FY 2012 (£ in millions)

TotalFirst Student First Transit Greyhound UK Bus UK Rail Group

Profit before tax 279.9
Ineffectiveness on financial

derivatives 11.0
(Loss)/profit on disposal of

properties 0.3 — (5.0) 3.7 — — (1.0)
Exceptional items — — — (60.7) 10.2 1.1 (49.4)
Amortisation charges 20.1 4.3 3.1 — 3.4 — 30.9
Underlying profit before tax 271.4

FY 2011 (£ in millions)

TotalFirst Student First Transit Greyhound UK Bus UK Rail Group

Profit before tax 126.5
Ineffectiveness on financial

derivatives (0.3)
(Loss)/profit on disposal of

properties 0.1 — 1.2 3.1 — — 4.4
Exceptional items 39.5 16.6 — 2.4 41.9 0.4 100.8
Amortisation charges 20.4 4.7 3.1 — 14.7 — 42.9
Underlying profit before tax 274.3

Underlying basic EPS

The Group calculates underlying basic EPS by dividing the underlying profit attributable to equity
shareholders by the weighted average number of ordinary shares.

Net Debt

The Group defines net debt as the sum of total borrowings, which includes the Bonds, US dollar bank
loans, Canadian dollar bank loans, euro and other bank loans, hire-purchase contracts and finance
leases, and the Loan Notes less cash, UK Rail ring-fenced cash and deposits and other ring-fenced
cash and deposits. The Group believes that net debt is a useful measure because it indicates the level
of debt after taking account of the liquid financial assets within the Group and incorporating the fair
value of derivative instruments in connection with the 2018 Bonds, 2019 Bonds and 2021 Bonds and
excludes all accrued interest. The presentation of net debt is not required by, or presented in
accordance with, IFRS. Net debt should not be viewed as a substitute for indebtedness reflected on
the Group’s consolidated balance sheet.
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5. CURRENCY AND EXCHANGE RATE INFORMATION

The amounts set forth in this document and the information incorporated by reference into this
document in “£” or “Pounds Sterling” refer to the legal currency of the United Kingdom. References to
“US$” or “US dollar” relate to the legal currency of the United States. References to “Canadian dollar”
relate to the legal currency of Canada. Fluctuations in the exchange rate between the Pound Sterling
and the US dollar will affect the US dollar amounts received by holders of the shares of the Company
on conversion of payments paid in pounds sterling on the shares of the Company.

The table below sets forth period end, average, high and low exchange rates of US dollars per
Pound Sterling for each year indicated. Yearly averages are computed using the noon buying rate for
the euro in New York City for cable transfers in foreign currencies as certified for customs purposes by
the Federal Reserve Bank of New York on the last business day of each month during the period
indicated.

US dollars per £1.00

Year Period end Average(i) High Low

2008 1.4619 1.8551 2.0311 1.4395
2009 1.6167 1.5656 1.6977 1.3658
2010 1.5392 1.5458 1.6370 1.4344
2011 1.5537 1.6043 1.6691 1.5358
2012 1.6262 1.5852 1.6275 1.5301
2013 (through 30 April) 1.5539 1.5465 1.6262 1.4877

(i) The average of the noon buying rates on the last business day of each month during the relevant
year.

The noon buying rate of the Pound Sterling on 20 May 2013, the latest practicable date prior to
publication of this document, was US$1.51980 per £1.00.

6. AVAILABLE INFORMATION

If, at any time, the Company is neither subject to Section 13 or Section 15(d) of the Securities
Exchange Act of 1934, as amended, nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder,
the Company will furnish, upon request, to any holder or beneficial holder of the Nil Paid Rights, the
Fully Paid Rights or the New Ordinary Shares, or any prospective purchaser designated by any such
holder or beneficial owner, the information required to be delivered pursuant to Rule 144A(d)(4) under
the Securities Act. The Company expects that it will be exempt from reporting under the Securities
Exchange Act of 1934 pursuant to Rule 12g3-2(b) thereunder.

7. ENFORCEMENT OF CIVIL LIABILITIES

The ability of an Overseas Shareholder to bring an action against the Company may be limited under
law. The Company is a public limited company incorporated in Scotland. The rights of Shareholders
are governed by Scottish law and by the Articles. These rights differ from the rights of shareholders in
typical US corporations and some other non-UK corporations.

An Overseas Shareholder may not be able to enforce a judgment against some or all of the Directors
and executive officers. The majority of the Directors and executive officers are residents of the UK.
Consequently, it may not be possible for an Overseas Shareholder to effect service of process upon
the Directors and executive officers within the Overseas Shareholder’s country of residence or to
enforce against the Directors and the executive officers judgments of courts of the Overseas
Shareholder’s country of residence based on civil liabilities under that country’s securities laws. There
can be no assurance that an Overseas Shareholder will be able to enforce any judgments in civil and
commercial matters or any judgments under the securities laws of countries other than the UK against
the Directors or executive officers who are residents of the UK or countries other than those in which
judgment is made. In addition, English, Scottish or other courts may not impose civil liability on the
Directors or executive officers in any original action based solely on the foreign securities laws brought
against the Company or the Directors in a court of competent jurisdiction in England, Scotland or other
countries.
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8. CREDIT RATING AGENCIES

This document refers to the Group’s investment grade credit rating and, more specifically, the credit
rating of the Group’s senior bonds, which have been rated by the credit rating agencies Standard &
Poor’s and Fitch. Standard & Poor’s and Fitch are each established in the EU and were each
registered on 31 October 2011 in accordance with Regulation (EC) No. 1060/2009 of the European
Parliament and of the Council of 16 September 2009 on credit rating agencies, as amended.

9. UNDERWRITERS’ LENDING ARRANGEMENTS

Certain of the Underwriters or their affiliates provide various investment banking, commercial banking
and financial advisory services to FirstGroup. In particular, J.P. Morgan Cazenove and Merrill Lynch
International are lenders under the Group’s existing credit facilities, and the net proceeds of the Rights
Issue may be used to prepay certain obligations of the Company under its existing credit facilities,
including those owned by each Underwriters or their affiliates.
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WHERE TO FIND HELP

If you have any questions, please telephone the Shareholder Helpline on the numbers set out below.
This helpline is available from 8.30 a.m. to 5.30 p.m. on any Business Day and will remain open until
22 July 2013.

Shareholder Helpline telephone numbers:

0871 384 2121 (from inside the UK) or +44 121 415 0299 (from outside the UK)

Calls to the 0871 384 2121 number from inside the UK are charged at 8p per minute (excluding VAT)
plus network extras. Calls to the +44 121 415 0299 number from outside the UK are charged at
applicable international rates. Different charges may apply to calls made from mobile telephones and
calls may be randomly monitored for security and training purposes.

Please note that, for legal reasons, the Shareholder Helpline will only be able to provide information
contained in this document and information relating to FirstGroup’s register of members and will be
unable to give advice on the merits of the Rights Issue or to provide financial, tax or investment advice.
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PART III

LETTER FROM THE CHAIRMAN

FirstGroup plc

(Incorporated as a public limited company in Scotland with registered number SC157176)

Directors: Registered Office:

Mr. Mick Barker 395 King Street
Prof. David Begg Aberdeen
Mr. Martin Gilbert Aberdeenshire
Mr. Colin Hood AB24 5RP
Mr. Timothy O’Toole
Mr. John Sievwright
Mr. Christopher Surch
Mr. Brian Wallace
Mr. James Winestock

22 May 2013

Dear Shareholder,

RIGHTS ISSUE

1. Introduction

The Board announced on 20 May 2013 that FirstGroup is proposing to raise approximately £615
million (£585 million net of expenses) by way of a 3 for 2 Rights Issue of New Ordinary Shares at a
price of 85 pence per New Ordinary Share.

The Rights Issue price of 85 pence per New Ordinary Share represents a discount of approximately
62.0 per cent. to the Closing Price of 223.8 pence on 17 May 2013 (being the last business day prior to
the announcement of the Rights Issue) and a 39.5 per cent. discount to the theoretical ex-rights price
based on the Closing Price.

Following a comprehensive review of the options available to the Company, the Board believes that
raising approximately £615 million (gross) through the Rights Issue will enable the Group to continue
investing at the appropriate level to deliver future returns from the Group’s strategy, while reducing
leverage to more sustainable levels. The proceeds of the Rights Issue will be used to remove the
constraints of the Group’s current balance sheet and provide a sustainable capital structure going
forward, reinforce the Group’s objective to remain investment grade, increase flexibility to continue the
business transformation plans already underway in the Group’s divisions, and underpin the Group’s
investment plans to create long term value for its Shareholders and other stakeholders.

This letter sets out the background to, reasons for and principal terms of the Rights Issue and explains
why the Board considers the Rights Issue to be in the best interests of FirstGroup and its Shareholders
as a whole, and recommends that you vote in favour of the proposed Resolution at the General
Meeting.

2. Background to and reasons for the Rights Issue

Background on FirstGroup

FirstGroup is the parent company of an international surface-based passenger transport group. The
Group operates principally in the UK and North America, together with some minor activities in other
European countries, including Denmark. The Group has grown significantly over the past two decades,
from a local bus service provider in Aberdeen, to become the largest surface-based passenger
transport group in the UK and North America (based on revenue), with £6,900.9 million in gross
revenue in the year to 31 March 2013. The Group currently operates through the following five

50



divisions, which are diversified by geography, customer base and mix of contract-backed and
passenger revenue:

• First Student, which is the largest provider of student transportation in North America (based on
size of bus fleet), with approximately 30 per cent. of the outsourced student transportation market,
an average fleet size during FY 2013 of approximately 50,000 yellow school buses, carrying
approximately six million students per school day across 38 States in the US and eight provinces
and territories in Canada during FY 2013;

• First Transit, which is one of the largest private sector providers of public transit management and
contracting in North America (based on revenue), managing fixed route services on behalf of its
customers and providing shuttle bus services, paratransit operations and other light transit
activities, with a fleet of approximately 11,000 vehicles (owned and managed) in FY 2013. First
Transit is also one of the largest private sector providers of municipal vehicle fleet maintenance in
the US (based on revenue);

• Greyhound, which is the only national provider of scheduled intercity passenger coach
transportation services in the US and Canada, with an average fleet size during FY 2013 of
approximately 1,700 vehicles, providing passenger services to approximately 3,800 destinations.
During FY 2013, approximately 18 million passengers travelled approximately 5.5 billion miles with
Greyhound;

• UK Bus, which is one of the largest bus operators in the UK (based on size of bus fleet), with an
average fleet size during FY 2013 of approximately 7,400 buses (approximately 900 of which the
Group has agreed to sell as part of its disposal of substantially all of its London business),
operating approximately a fifth of local bus services, serving a large number of communities
(including 40 of the UK’s largest towns and cities) and carrying approximately 2.5 million
passengers per day during FY 2013; and

• UK Rail, which is the largest rail operator in the UK (based on revenue), with approximately one
quarter of the UK’s passenger rail network, a portfolio of intercity, commuter and regional
franchises and one open access operator and carrying over 310 million passengers during
FY 2013.

Across its businesses, the Group employed approximately 120,000 employees on average during
FY 2013, and, as at 31 March 2013, managed a fleet of approximately 70,000 buses and coaches.
During FY 2013, the Group transported more than 2.5 billion passengers.

The Board believes that FirstGroup is well positioned in a sector that is a key enabler of economic
growth, and essential to strong, vibrant and sustainable local economies. The Board believes that the
Group is increasingly well positioned to respond to two important developments that continue to drive
transport provision in its markets: growing urbanisation leading to increased congestion with more
complex transport demands, and the growing demand for private sector operators with global expertise
to deliver more efficient and innovative passenger transport solutions. The Board believes that the
services and solutions offered by the Group can form an integral part of the response of local
communities to these developments. By harnessing knowledge, experience and expertise from across
the full breadth of the Group to deliver services managed at a local level in partnership with its
customers and stakeholders, the Board believes that it can deliver sustainable competitive advantage
in its markets.

Key strengths

The Board believes that FirstGroup’s business has a number of key strengths which will assist
FirstGroup in its objective to create long term value for Shareholders and other stakeholders. These
include:

• diversity of portfolio – which helps to ensure the Group is not dependent on any one geographic or
customer market;

• scale and breadth of operations – which has allowed the Group to develop expertise in different
markets and regulatory regimes, and facilitates its ability to deliver transport solutions to meet local
needs;

• market leading positions in the UK bus and rail markets and in the student transportation, transit
and intercity coach markets in the US and Canada – which offer platforms to identify and develop
other opportunities for future growth;
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• a clear focus on operational excellence – to improve the Group’s flexibility and financial
performance while continuing to provide high quality, attractive services that are safe, reliable and
meet the needs of customers and the communities the Group serves;

• a strong management team – that harnesses the in-depth knowledge and experience across the
whole Group to address the specific objectives of the Group’s local markets; and

• expertise in effective deployment of assets and people – because of the scale of FirstGroup’s
activities, employing and training professional, dedicated employees who are committed to the
Group’s customers and their safety, and procuring, deploying and maintaining a wide variety of
vehicle fleets and other physical assets, are both core skills of the Group.

FirstGroup’s capital structure

FirstGroup entered the global economic downturn following a period of expansion through a number of
key acquisitions and significant capital expenditures in its markets. In particular, the Group was less
than a year into the integration of the Laidlaw acquisition, FirstGroup’s largest-ever acquisition (total
consideration of approximately US$3.5 billion), when the global credit crisis began in earnest in
September 2008 after investment bank Lehman Brothers Holdings filed for bankruptcy protection.
Laidlaw was the largest provider of student transportation in the US, the only national provider of
scheduled inter-city bus services in North America (through the Greyhound brand) and a major supplier
of public transit contracting services in North America at the time. A substantial proportion of the
Laidlaw acquisition was debt-financed (resulting in an increase in the Group’s level of net debt from
approximately £650 million in September 2007 to approximately £2,161 million at 31 March 2008),
which the Board considered appropriate given its expectation that following the transaction the strong
cash flow from the Group’s operations would enable FirstGroup to reduce its level of indebtedness
over time. However, the subsequent and sustained deterioration of global economic conditions and
government spending cuts, coupled with the more recent uncertainty around UK rail franchising, has
put pressure on the Group’s earnings (particularly in First Student and UK Bus, the Group’s two core
cash-generating businesses) and consequently negatively impacted its ability to reduce its level of
indebtedness to the extent and within the timeframe expected at the time of the Laidlaw acquisition.
The Group’s level of net debt has been reduced from approximately £2,161 million at 31 March 2008 to
£1,979 million at 31 March 2013, but it remains above a level which the Board considers to be
appropriate in light of its strategy going forward.

Trading environment and impact of adverse economic conditions

The passenger transportation industry has been impacted by the global economic downturn and the
Group has had to operate against a backdrop of continued economic uncertainty and weaker economic
conditions in its markets, particularly the US and UK. The conditions have led to higher unemployment
levels, increased business operating costs, reduced consumer confidence and decreases in
disposable incomes in the countries and markets in which FirstGroup operates, all of which have
generally led to a reduction in travel by both leisure and business travellers which has had an impact
across the Group. In the US, the effects of this reduction in travel in the early stages of the downturn
can be seen in Greyhound’s results, where revenue fell by 22 per cent. from the first half of the
financial year ending 31 March 2008 to the first half of the financial year ending 31 March 2009. In the
UK, the impact of the recession has been felt particularly severely in the large urban conurbations of
the North (where a large number of UK Bus’ operations are based), negatively affecting the profits
generated by that division.

Economic conditions have also led national and local governments to adopt cost cutting measures,
including reduced spending on public passenger transit. In particular, UK Bus has been affected by a
reduction in grants to local authorities from the UK government which has impacted public transport
spend (including for concessionary fares), as well as by reforms to the Bus Service Operators Grant
system (which have lowered the grants made directly to bus operators, to defray some of their fuel
costs, by 20 per cent. per annum since April 2012). In the US, the economic downturn has heavily
affected the financial position of school boards, which are principally funded through local and state
taxes. In consequence, school boards have been under pressure to reduce their budgets, including by
reducing their spending on bus services and routes, which has affected First Student’s performance.
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The continued economic uncertainty that has persisted since 2008 has also made it more difficult to
offset increases in operating costs through changes in fares or other charges. Interest rates have also
been kept at lower levels for a longer period than expected in the UK, adversely affecting pension
deficit calculations.

In summary, these conditions have resulted in reduced earnings (with the Group’s underlying EBITDA
decreasing from £767.5 million in FY 2009 to £667 million in FY 2013) and reduced cash generation by
the Group. As mentioned above, First Student and UK Bus were most affected by adverse economic
conditions (with underlying EBITDA in these divisions decreasing by 21 per cent. and 22 per cent.
respectively from the financial year ended 31 March 2009 to FY 2013). The Board expected that rail
franchise wins would provide the time for First Student and UK Bus to recover and deliver improved
returns. However, as described below, these did not materialise due to disruptions and delays in the
Government’s rail franchising programme, which has put further pressure on the Group’s profits.

Disruption to UK rail franchising programme

The Group’s UK rail business has also been affected by the decision in October 2012 by the DfT to
cancel the competition for the InterCity West Coast franchise, which FirstGroup had been awarded
only two months earlier, and suspension of the other three franchise competitions (Great Western,
TSGN and Essex Thameside) for which FirstGroup was shortlisted, due to the discovery of flaws in the
way the DfT conducted the bidding process for InterCity West Coast. While the DfT publicly
emphasised that FirstGroup was in no way at fault, the decision to cancel the InterCity West Coast
contract award has led to lower anticipated revenue in UK Rail in the short term and a period of
considerable uncertainty around future rail franchising more generally.

On 26 March 2013, following an independent review of the rail franchising programme, the DfT
announced a new timetable for all rail franchise awards for which the DfT is the responsible franchising
authority over the next eight years, exercised its option to extend the Group’s First Capital Connect
franchise for a further six months to March 2014 and noted that negotiations were underway with
FirstGroup to extend the First Capital Connect franchise to September 2014, the TransPennine
franchise to February 2016 and the First Great Western franchise to July 2016. On 17 May, the DFT
confirmed that it had reached agreement with the incumbent operator of the Essex Thameside
franchise to extend the franchise term until September 2014, consistent with the franchise timetable
published in March 2013.

Although the timetable for future rail franchise awards is now clearer, there remains considerable
uncertainty as to the tender processes for future rail franchises and the detailed commercial terms of
both future franchises and the proposed extensions to existing franchises.

Management actions undertaken

Against this challenging backdrop, FirstGroup’s management has taken and continues to take decisive
action, leveraging its international expertise to seek to create a stronger business and continuing to
invest to drive growth at a local level, while seeking to tightly manage the level of working capital
(including through extended payment terms in UK Bus and First Student) and control capital
expenditure in the financial years ending 31 March 2010 and 31 March 2011, and focusing on
improving operating performance in all the Group’s businesses. The Group has also carried out
selected business and asset disposals to reduce indebtedness, raising proceeds of approximately
£269 million since 2009 from the disposals of GB Railfreight, First Support Services, Inc., German bus
operations and selected UK regional bus operations and, more recently, has agreed, subject to
regulatory approvals, to dispose of substantially all of UK Bus’ regulated London bus businesses. The
Group has also completed certain cost-reduction programmes. For example, it has achieved
approximately US$150 million per annum of cost synergies following its acquisition of Laidlaw
(completed in 2008) and £220 million per annum in cost savings from a Group-wide cost reduction
programme (completed in 2010), and it is currently on track to deliver US$100 million per annum in
savings from the First Student recovery programme (in each case excluding the one-off costs required
to achieve them).
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While the Group has plans to enhance value creation across the Group, the specific actions underway
or to be implemented within each of the five divisions are at different stages of progression, with First
Transit and UK Rail well advanced, followed by Greyhound, then by First Student, and UK Bus. These
actions have included:

• reforming the operating model and enhancing the customer proposition of First Student through a
more efficient cost structure, improving labour productivity, right-sizing the vehicle fleet,
streamlining systems to reduce bureaucracy, standardising operating procedures and applying
best practice, extending payment terms, expanding the use of the Group’s GPS systems and
FOCUS software (which links on-board data to back-office systems), reducing fuel costs through
enhanced driver training and reducing bus maintenance costs through regional workshops and
improved procurement;

• strengthening the core services of First Transit, with new contract wins (including additional
paratransit services), increased technological innovation and focus on higher-growth operations
(such as its shuttle business) and the disposal of First Support Services, Inc. in March 2013;

• significantly transforming Greyhound’s operating model to become a more flexible and agile
business, including through improvements in technology (including online sales), right-sizing and
relocating terminals, reviewing refurbish/buy decision-making and expansion of the Group’s
Greyhound Express services, leading to a marked improvement in profitability;

• rebalancing the Group’s UK Bus portfolio in part through selected business disposals, improving
efficiency by standardising the Group’s maintenance and operating models, improving the bus
fleet profile and changing the commercial model to be more responsive locally and enhance
patronage growth, through customer-focused service planning, network redesign, partnerships
with local authorities and locally customised fare structures; and

• maintaining a market leading presence and improving operating performance across all of the
Group’s franchises in UK Rail, with the Group being awarded contract extensions for ScotRail in
2008 and again in 2012, and for First TransPennine Express in 2011. UK Rail was also
successfully short-listed for all four franchises (InterCity West Coast, Great Western, TSGN and
Essex Thameside) which had been tendered by the DfT, and had been awarded the InterCity
West Coast franchise prior to the discovery of flaws in the way the DfT conducted the bidding
process for InterCity West Coast in 2012.

Although the operating environment has been challenging, the management actions outlined above
have assisted the Group in reducing its net debt to underlying EBITDA ratio from 3.3 times at March
2009 to 3.0 times at March 2013.

Credit rating

The Board maintains a close review of FirstGroup’s rating position and a regular dialogue with the
rating agencies. The Group’s senior bonds currently continue to be considered “investment grade” by
credit rating agencies Standard & Poor’s (BBB-/A-3) and Fitch (BBB-/F-3), although in August 2012,
Standard & Poor’s changed its outlook from “stable” to “negative”.

The rating agencies’ views include an assessment of the Group’s cash and earnings trajectory. One of
Standard & Poor’s key credit metrics when evaluating transport groups such as FirstGroup is the ratio of
adjusted funds from operations1 to adjusted net debt2 (“FFO-to-Debt”), for which it sets a target of, or a
trajectory toward, 25 per cent. or above for investment grade status. Since the last formal reviews by the
credit rating agencies in 2012, a number of factors have changed, including a more pessimistic view now
taken by Standard & Poor’s in respect of the pace of economic recovery compared with last year, and the
delay to the Government’s rail franchising programme, which has pushed back FirstGroup’s expected
earnings and cash flow in UK Rail, and changed the forecast trajectory of the Group’s performance on
key credit metrics, including FFO-to-Debt. Based on the methodology for treating UK Rail businesses as
amended in October 2012, the Group’s FFO-to-Debt ratio has been below 25 per cent. for a sustained
period of time, and is estimated to be approximately 16 per cent. as at 31 March 2013. Following recent
dialogue with the ratings agencies it has become clear that the Group’s senior bonds will be downgraded
to sub-investment grade if no action is taken to improve the Group’s credit profile.

1 EBITDA less tax, interest and EBITDA from UK Rail, plus credit rating adjustments for operating leases, pensions and
dividend income from UK Rail.

2 Net debt plus credit rating adjustments for operating leases, pensions, TOCs’ subordinated loan facilities and income from
UK Rail.
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The Group continues to enjoy substantial liquidity3 (£1,215.5 million as at 31 March 2013), there remains
sufficient covenant headroom under its financing facilities (£126 million EBITDA underlying headroom as at
31 March 2013) and its current leverage is at 3.0 times underlying EBITDA at 31 March 2013. However, as the
Board has previously stated, maintaining the Group’s investment grade rating is important for FirstGroup’s ability
to create long-term value for Shareholders in a number of ways and, given the Group’s largely long-term
business portfolio, the Board believes that access to long-term debt markets, which is facilitated by its investment
grade status, reduces the Group’s overall cost of debt financing.

If, and for as long as, the Group’s credit rating were to fall below investment grade, an interest step-up would be
triggered under the majority of the Group’s existing senior bonds (being the 2018 Bonds, the 2021 Bonds, the
2022 Bonds and the 2024 Bonds), leading to an annualised incremental cost in interest payments of
£14.7 million per year to 2018 (when the 2018 Bond matures). Should FirstGroup want to raise funds in the debt
capital markets, it would have to do so in the more expensive high yield market. In addition, although there would
be no immediate incremental interest cost on its current term and revolving credit facilities, any refinancing or
new bank debt (expected to be required in the ordinary course of business before December 2015) would likely
be obtained only at more expensive pricing and on terms which would impose greater operational restrictions on
the Group. As a result, the Group’s ratio of bank debt to bonds would be lowered, making it more dependent on
the bond market. There would also potentially be additional operational costs, including in connection with the
Group’s bus and other vehicle leases, operating leases, finance leases, existing and future rail bonds and the
requirement to post greater collateral for insurance and other contingent liabilities. The Board believes that the
overall additional finance cost to the Group of its senior bonds being re-rated as sub-investment grade would be
around £50 million per annum by the year ending 31 March 2016 (for reference, Group net finance costs were
£168 million in FY 2013). In addition, if the credit rating of the Group’s senior bonds were to fall below investment
grade, the trustees of the UK pension schemes might require additional contributions to fund the deficits in such
schemes, and there could be an unquantifiable but detrimental impact on the Group’s perceived qualities as a
counterparty across all its contracting businesses, particularly when bidding for contract or franchise renewals or
winning new business. Given the impact of seasonality on some of the Group’s businesses, the result of all of the
foregoing would be a meaningful reduction in headroom, particularly at the end of the first half of each financial
year, in the absence of any reduction in discretionary cash outlays.

As a result, part of the resources which the Board would otherwise allocate for investment in the Group’s
businesses to deliver its value creation strategy would, as part of prudent risk management, be applied to re-build
covenant headroom, thereby delaying the Group’s generation of future returns and value for Shareholders.

Other measures considered

The Board has resolved to effect the Rights Issue after careful consideration of other possible options
to improve its credit metrics, including:

• changing its dividend policy to reduce the level of dividend declared. As set out in more detail in
Section 7 below (Dividends), the Board has proposed not to recommend a final dividend for the
financial year to 31 March 2013, and intends to reduce the quantum of future dividends for a
period, but notes that reducing the dividend will not resolve the rating agencies’ concerns as a
standalone measure;

• continuing to operate with its current capital structure and operating the business of the Group with
the higher finance costs (as discussed above) that would arise if, as is currently expected, the
Group’s credit rating was downgraded. As set out above, the Board believes that a credit rating
downgrade and increased finance costs over the medium term would reduce the Group’s
operational flexibility and delay its investment strategy, which the Board does not consider to be in
the best interests of Shareholders;

• seeking to dispose of certain core assets to raise additional cash. The Board’s analysis of the
impact of such disposals at prevailing value expectations indicates that the debt reduction
achieved would not be sufficient to offset the earnings forgone and would not improve the Group’s
credit ratios, therefore weakening the business profile and increasing the risk of a downgrade;

• seeking to demerge and separately list one or more of the Group’s divisions on the London Stock
Exchange or a market other than the London Stock Exchange. However, the Board believes that
separating its divisions would be value destructive for Shareholders and would have no material
impact on the overall quantum of debt required to be serviced by the Group’s operations; and

3 Cash and cash equivalents plus undrawn but committed facilities.
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• raising capital through the issue of hybrid bonds or convertible debt instruments, using the
proceeds to fund further investment in the Group’s business and reducing the risk of a credit rating
downgrade. However, given the restrictions on the maximum size of such a bond or convertible
instrument provided by the credit rating agencies and the bond market, and the relatively high
interest costs on a hybrid bond, the Board has concluded that this method of capital raising is not
in the best interests of Shareholders.

Accordingly, after careful consideration of the above options, and following feedback from certain of the
Group’s major Shareholders, the Board concluded that the Rights Issue is the most appropriate
strategy to seek to remove the risk of a credit rating downgrade, and enable the continued investments
to support growth and returns for Shareholders.

Further investment in the Group’s businesses

Over the next four years, the Board intends to invest approximately £1.6 billion in its divisions to
continue funding the operational transformation plans already underway, which will be financed from
the Group’s existing cash resources, future cash generated from operations, and a portion of the
proceeds of the Rights Issue (as set out in Section 3 below). The key priorities for delivering its
business plan and generating Shareholder value over the medium term are as follows:

• in First Student, to continue to execute the ongoing recovery plan by improving operational
efficiency with a view to targeting double digit margins in the medium term, including by targeting
contract retention rates above 90 per cent., taking advantage of opportunities to win new contracts
as state authorities and school boards continue to outsource their student bus services and
returning to a selective bolt-on acquisition strategy to enhance growth;

• in First Transit, to maintain margins while investing to take advantage of key outsourcing
opportunities, including in the expanding shuttle bus business (particularly on university campuses
and in Canadian oil fields);

• in Greyhound, investing in infrastructure and IT, including new reservation and ticketing systems,
to drive operational efficiencies, facilitate better yield management and thereby seek to achieve
revenue growth in excess of GDP growth. Further capital expenditures will also be made to renew
and refurbish its fleet and continue to fund the addition of new routes and services, including
Greyhound Express, BoltBus and Yo! Bus services;

• in UK Bus, to improve margins to double digit levels in the medium term, by continuing its depot
transformation programme, network redesign plans, reducing the fleet age to in line with sector
average, as well as raising the information provision and smart ticketing capabilities of the
business to support volume growth; and

• ensuring the capital strength of the Group continues to support UK Rail as it participates in a range
of future franchise competitions to seek to maintain its market leading position.

In aggregate, the Board believes these investment plans will allow the Group to target the following
objectives over the next four years:

• seek to grow the Group’s revenue (excluding UK Rail) at a faster rate than the economies the
Group serves, improve margins in First Student and UK Bus to ten per cent. or more, and seek to
achieve a post-tax ROCE in the range of 10-12 per cent.;

• to maintain its investment grade rating and appropriate liquidity and covenant headroom, targeting
a net debt to underlying EBITDA ratio of 2.0-2.2 times, while maintaining at least £250 million of
liquidity headroom; and

• as the business performance improves, to re-establish a progressive dividend policy to target
2.0 – 2.5x cover.

Summary

The Board believes that FirstGroup remains a strong, profitable and well invested business with market
leading positions, which has managed to deliver operational performance against a backdrop of difficult
market conditions that have been felt for longer than was generally anticipated. As discussed above,
the Board has already taken a series of actions to address the effects of the economic downturn, and
these actions have contributed to the Group’s ability to continue to deliver a relatively resilient
performance.
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Going forward, the Board believes that the strengths of the existing platform of businesses, together
with the above investments in the Group, will enable FirstGroup to generate attractive returns for
Shareholders in the medium term, whilst continuing to deliver on its promises to its customers and
other stakeholders. Nevertheless, the economic outlook remains challenging, and this, coupled with
other factors such as the disruption of the UK rail franchising programme, continues to put pressure on
the Group’s profits, cash flow generation, balance sheet position and investment grade profile in the
near term. As described above, the Board has considered a broad range of alternatives to generate
further capital and has concluded that these would not be in the best interests of Shareholders.

In line with FirstGroup’s stated strategy to create long term value for Shareholders and other
stakeholders, the Board therefore believes that FirstGroup needs to raise additional capital through the
Rights Issue in order to remove the constraints of the Group’s current balance sheet and provide a
sustainable capital structure going forward, increase flexibility to continue the business transformation
plans already underway in the Group’s divisions, and underpin the Group’s investment plans to create
long term value, while at the same time seeking to maintain its investment grade credit rating and avoid
the additional interest and other expected financing costs of becoming sub-investment grade.

Accordingly, the Board believes the Rights Issue to be in the best interests of the Company and of
Shareholders as a whole.

3. Use of proceeds

The proceeds of the Rights Issue will be used to reduce the Group’s net indebtedness by voluntarily
paying down borrowings under the Group’s bank facilities and for continued investment in the Group’s
business as described above.

Of the net proceeds from the Rights Issue of approximately £585 million:

• the Company will, voluntarily, use approximately £215 million to repay debt; and

• the remainder, approximately £370 million, will be retained by the Group and, together with
existing and anticipated cash resources generated from the Group’s operations, will be used to
fund the Group’s investment plan of approximately £1.6 billion over the next four years, as set out
in Section 2 above. Of this amount, it is expected that approximately £340 million will be invested
in the Group’s businesses before 31 March 2014 and the remainder over the period between
31 March 2014 and 31 March 2017.

Use of part of the net proceeds of the Rights Issue for the repayment of debt, as above, is
discretionary; as mentioned above, the Group continues to enjoy substantial liquidity and there remains
sufficient covenant headroom under its facilities. Whilst not the Company’s current intention, if other
opportunities for the Group were to arise following receipt of the net proceeds from the Rights Issue,
the Company may consider pursuing such opportunities instead of repaying debt.

4. Financial impact of the Rights Issue

Had the Rights Issue taken place as at the last balance sheet date, being 31 March 2013, the effect on
the balance sheet would have been an increase in cash and cash equivalents and an increase in share
capital. The Group’s net debt to underlying EBITDA ratio as at 31 March 2013 would reduce from 3.0x
reported, to 2.1x taking into account the receipt of the net proceeds of the Rights Issue. The foregoing
does not reflect the impact of the use of the proceeds of the Rights Issue as set out in Section 3 above.

Your attention is drawn to Part IX (Unaudited Pro Forma Financial Information) of this document which
contains an unaudited pro forma statement of net assets which illustrates the effect of the Rights Issue
on the Group’s net assets as at 31 March 2013 as if the Rights Issue had been undertaken at that
date. This information is unaudited and has been prepared for illustrative purposes only and does not
reflect the effect of the intended use of the proceeds of the Rights Issue set out above.

5. Intentions of Directors

The Directors, who hold in aggregate 652,190 Ordinary Shares, representing 0.14 per cent. of the
issued ordinary share capital, each intend to take up, or procure that their nominees take up, their
rights in full in respect of the New Ordinary Shares to which they are entitled (other than in respect the
Ordinary Shares held by Mick Barker through the Company’s Buy As You Earn (BAYE) scheme).
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Mick Barker holds 3,876 Ordinary Shares through the BAYE scheme and, in respect of these Ordinary
Shares only, as many of his rights in New Ordinary Shares as will allow him to take up the remaining
rights in New Ordinary Shares to which he is entitled pursuant to those Ordinary Shares will be sold.

6. Current Trading and Prospects

In the announcement of FirstGroup’s preliminary results for FY 2013, released on 20 May 2013, the
Company stated: “With a fundamentally attractive portfolio of businesses and leading positions in each
of our markets, we are focused on delivering outstanding services to our customers and communities,
and harnessing the significant opportunities we have to create long term sustainable value. We have
delivered a resilient trading performance in line with our expectations and have also achieved most of
the other goals we had set ourselves during the year, including our £100m UK Bus disposal
programme and divesting other non-core assets including First Support Services.

The real long term opportunity for us, however, arises from our business recovery programmes,
particularly in First Student and UK Bus. We have clear plans in place for all our divisions and, while
there remains significant work to be done, our confidence continues to grow as a result of the progress
to date.

The proposed c.£615m capital raising transaction we are announcing separately today will remove the
constraints from our balance sheet and enhance our ability to invest in our businesses going forward.
We plan to invest around £1.6 billion across our five divisions over the next four years to underpin
growth and return our businesses to our target levels of profitability. Through these actions, combined
with our scale and expertise, we are positioning the business for improved growth and returning it to a
profile of consistent returns and cash generation.”

Also in that announcement, Martin Gilbert announced his intention to stand down as Chairman of the
Company once a successor has been appointed, stating:

“I am pleased to announce the fund-raising today, which will not only strengthen the Group and support
its continued growth but also underpin the ability to remain a dividend paying stock as well as
supporting our investment grade rating. When this project is complete, I intend to step down as
chairman once a successor has been identified. I have led the business for 27 years, from start-up to
its current position as one of the world’s great transport groups, and I am extremely proud of what we
have achieved at FirstGroup in that time. I shall be sorry to leave, but I’m pleased that this fund-raising
will open the way to the next stage of FirstGroup’s development.”

7. Dividends

The Board recognises that dividends are seen as an important component of equity returns by many of
the Shareholders. In the medium term, as the business performance improves, the Board intends to re-
establish a progressive and sustainable dividend policy to target dividend cover of 2.0-2.5 times.

In the short term, the Board intends that:

• no final dividend will be paid in respect of FY 2013;

• no interim dividend will be paid in respect of FY 2014;

• dividend payments will recommence with a final dividend in FY 2014, subject to performance in
line with business expectations, as a transition to re-establishing a progressive dividend policy
thereafter;

• subject to the Board determining the exact amount, a transitional final dividend of up to £50 million
in FY 2014 would be recommended; and

• thereafter, a dividend cover of 2.0 – 2.5x would be targeted.

The following table sets out the dividend for Ordinary Shares paid in respect of each of FY 2011, FY
2012 and FY 2013:

FY 2011
(pence)

FY 2012
(pence)

FY 2013
(pence)

Final dividend per Ordinary Share 15.0 16.05 nil
Interim dividend per Ordinary Share 7.12 7.62 7.62
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8. Summary of the principal terms of the Rights Issue

Subject to, among other things, the Resolution being passed and the conditions described in Part IV
(Terms of the Rights Issue) of this document, the Directors propose to offer the New Ordinary Shares
by way of rights to all Qualifying Shareholders (other than, subject to certain exceptions, Qualifying
Shareholders with a registered address in the Excluded Territories) on the following basis:

3 New Ordinary Shares at 85 pence each for every 2 Ordinary Shares

held and registered in their name at the close of business on the Record Date. The Issue Price of 85
pence per New Ordinary Share represents a 62.0 per cent. discount to the Closing Price of an Existing
Ordinary Share of 223.8 pence on 17 May 2013 (being the last business day prior to the
announcement of the Rights Issue) and a 39.5 per cent. discount to the theoretical ex-rights price
based on that Closing Price. If a Qualifying Shareholder does not take up the offer of New Ordinary
Shares, his/her proportionate shareholding will be diluted by up to approximately 60 per cent.. The
New Ordinary Shares will rank for all dividends declared, made or paid after the date of allotment and
issue of the New Ordinary Shares and otherwise pari passu with the Existing Ordinary Shares.

Holdings of Ordinary Shares in certificated and uncertificated form will be treated as separate holdings
for the purpose of calculating entitlements under the Rights Issue. Entitlements to New Ordinary
Shares will be rounded down to the nearest whole number. Fractions of New Ordinary Shares will not
be allotted to any Qualifying Shareholders but will be aggregated and sold in the market ultimately for
the benefit of the Company. Qualifying Shareholders with fewer than 2 Ordinary Shares at the close of
business on the Record Date will not receive any New Ordinary Shares.

FirstGroup has arranged for the Rights Issue to be underwritten by the Underwriters to provide
certainty as to the amount of capital to be raised. The Underwriting Agreement is not subject to any
right of termination after Admission (including in respect of any statutory withdrawal rights). The terms
of the Underwriting Agreement are summarised in sub-section (a) of Section 10 of Part XI (Additional
Information) of this document.

Qualifying Shareholders who take up their pro rata entitlements to New Ordinary Shares in full will
suffer no dilution to their shareholdings in the Company as a result of the Rights Issue. Qualifying
Shareholders who do not take up their entitlements to New Ordinary Shares will suffer an immediate
dilution of up to approximately 60 per cent. in their interests in the Company as a consequence of the
Rights Issue.

9. General Meeting

At the annual general meeting of the Company held on 25 July 2012, the Board was authorised,
generally and without conditions, to allot equity securities (as defined in the Companies Act) up to a
maximum nominal value of £8,030,095 (representing 160,601,900 ordinary shares of 5 pence each).

The Rights Issue is subject to a number of conditions, including Shareholders’ approval of the
Resolution proposed at the General Meeting. Notice convening the General Meeting to be held at
11 a.m. on 10 June 2013 at Holborn Bars, 138 – 142 Holborn, London EC1N 2NQ, is set out at the end
of this document. Shareholders are being asked to vote on the Resolution in order to provide the
Directors with the necessary authority and power under the Companies Act to proceed with the Rights
Issue. The Rights Issue is conditional on the passing of the Resolution; if the Resolution is not
approved at the General Meeting, the Company will be unable to complete the Rights Issue.

The Resolution authorises the Directors to allot up to 725,000,000 Ordinary Shares, representing
approximately 150 per cent. of the Company’s current issued share capital (excluding treasury shares)
as at 20 May 2013, being the latest practicable date before the publication of this document. This will
enable the Company to allot sufficient Ordinary Shares to satisfy its obligations in connection with the
Rights Issue. This authority will expire at the conclusion of the next annual general meeting of the
Company in 2013. The authority granted under the Resolution is in addition to the authority to allot
Ordinary Shares which was granted to the Directors at the Company’s annual general meeting in 2012,
which the Directors have no present intention of exercising and which will expire at the Company’s
annual general meeting in 2013.

The Resolution grants the Directors the authority to allot up to 725,000,000 Ordinary Shares so that if
any holders of options over Ordinary Shares under the Employee Share Schemes were to exercise
those options between the date of this document and the Record Date and if the Company were to
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satisfy those options by the issue of new Ordinary Shares or the transfer of Ordinary Shares out of
treasury (thereby increasing the number of total voting rights in the Company), the Directors will have
authority to allot sufficient Ordinary Shares to satisfy its obligations in connection with the Rights Issue.

As at the date of this document, the Company holds 160,779 Ordinary Shares in treasury, representing
approximately 0.03 per cent. of the current issued share capital of the Company and approximately
0.01 per cent. of the Enlarged Share Capital.

10. Announcement of annual results

The Board announced on 20 May the Group’s annual results for FY 2013. The FY 2013 financial
information contained in this document has been extracted without material adjustment from the
audited consolidated annual financial statements of the Company for FY 2013 as set out in Appendix 1
to this document.

11. Overseas shareholders

The attention of Qualifying Shareholders who have registered addresses outside the United Kingdom,
or who are citizens or residents of countries other than the United Kingdom, or who are holding
Ordinary Shares for the benefit of such persons (including, without limitation, custodians, nominees,
trustees and agents) or who have a contractual or other legal obligation to forward this document, a
Provisional Allotment Letter and any other document in relation to the Rights Issue to such persons, is
drawn to the information which appears in Section 8 of Part IV (Terms of the Rights Issue) of this
document. In particular, subject to certain exceptions, the Rights Issue is not being made to
shareholders in the United States or into any of the other Excluded Territories.

In particular, persons who have registered addresses in or who are resident in, or who are citizens of,
countries other than the United Kingdom should consult their professional advisers whether they
require any governmental or other consents or need to observe any other formalities to enable them to
take up their entitlements to the Rights Issue.

12. Taxation

Your attention is drawn to Sections 11 and 12 of Part XI (Additional Information) of this document. If
you are in any doubt as to your tax position, you should consult your own professional adviser without
delay.

13. Action to be taken in respect of the Rights Issue

The latest time for acceptance by Shareholders under the Rights Issue is 11.00 a.m. (London

Time) on 25 June 2013. The procedure for acceptance and payment is set out in Part IV (Terms of the
Rights Issue) of this document. Further details also appear in the Provisional Allotment Letter which will
be sent to all Qualifying Non-CREST Shareholders (other than, subject to certain exceptions, those
Qualifying Non-CREST Shareholders with a registered address in the Excluded Territories).

If you are in any doubt as to the action you should take, you are recommended to seek your own
personal financial advice immediately from your stockbroker, bank manager, solicitor, accountant, fund
manager or other independent financial adviser authorised under FSMA if you are in the United
Kingdom or, if you are not, from another appropriately authorised independent financial adviser.

14. Recommendation

The Board believes that the Rights Issue and the Resolution are in the best interests of the Company
and its Shareholders as a whole. Accordingly, the Board unanimously recommends that you vote in
favour of the Resolution, as the Directors intend to in respect of their own beneficial holdings.

15. Other information

Your attention is drawn to the further information set out in Parts II and IV to XIV of this document. You
are advised to read the whole of this document and not rely solely on the information contained in this
letter.

Yours sincerely

Chairman
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PART IV

TERMS OF THE RIGHTS ISSUE

1. Summary of the Rights Issue

The Company is proposing to raise gross proceeds of approximately £615 million (£585 million net of
expenses) by way of a 3 for 2 Rights Issue of New Ordinary Shares at a price of 85 pence per New
Ordinary Share.

The Issue Price of 85 pence per New Ordinary Share represents a discount of approximately 62.0 per
cent. to the Closing Price for an Existing Ordinary Share of 223.8 pence on 17 May 2013 (being the
latest business day prior to the announcement of the Rights Issue) and a 39.5 per cent. discount to the
theoretical ex-rights price based on that Closing Price.

2. Terms and conditions of the Rights Issue

Subject to the terms and conditions set out in this document (and, in the case of Qualifying Non-
CREST Shareholders, the Provisional Allotment Letter if they receive one), the New Ordinary Shares
are being offered for acquisition by way of rights to Qualifying Shareholders (other than, subject to
certain exceptions, Qualifying Shareholders with registered addresses in the Excluded Territories) on
the following basis:

3 New Ordinary Shares at 85 pence each

for every 2 Ordinary Shares

held and registered in their name at the close of business on the Record Date and so in proportion for
any other numbers of Ordinary Shares then held.

Qualifying Shareholders who do not, or who are not permitted to, take up any rights (for example
because they are Qualifying Shareholders in the Excluded Territories) will have their proportionate
shareholdings in the Company diluted by approximately 60 per cent.. Those Qualifying Shareholders
who are permitted to, and do, take up all of their rights to the New Ordinary Shares provisionally
allotted to them in full will, subject to the rounding down and sale of fractions, have the same
proportionate voting and distribution rights as held by them at the Record Date.

Holdings of Ordinary Shares in certificated and uncertificated form have been treated as separate
holdings to calculate entitlements under the Rights Issue. Fractions of New Ordinary Shares will not be
allotted to Qualifying Shareholders and fractional entitlements will be rounded down to the nearest
whole number of New Ordinary Shares. Such fractions will be aggregated and, if possible, sold in the
market. The net proceeds of such sales (after deduction of expenses) will be aggregated and an
equivalent amount will accrue for the ultimate benefit of the Company. Qualifying Shareholders with
fewer than 2 Ordinary Shares at the close of business on the Record Date will not receive any New
Ordinary Shares.

The attention of Restricted Shareholders and any person (including, without limitation, custodians,
nominees and trustees) who has a contractual or other legal obligation to forward this document or a
Provisional Allotment Letter into a jurisdiction other than the United Kingdom is drawn to Sections
8 and 9 of this Part IV. In particular, subject to the provisions of Section 8 of this Part IV, Qualifying
Shareholders with registered addresses in the Excluded Territories have not been and will not be sent
Provisional Allotment Letters and have not had and will not have their CREST stock accounts credited
with Nil Paid Rights.

Application will be made to the UK Listing Authority for the New Ordinary Shares (nil paid and fully
paid) to be admitted to the Official List, and to the London Stock Exchange for the New Ordinary
Shares (nil paid and fully paid) to be admitted to trading on the London Stock Exchange’s main market
for listed securities. It is expected that Admission will become effective and that dealings in the New
Ordinary Shares will commence on the London Stock Exchange, nil paid, at 8.00 a.m. on 11 June 2013
(whereupon an announcement will be made by the Company to a Regulatory Information Service). The
New Ordinary Shares and the Existing Ordinary Shares are in registered form and can be held in
certificated form or uncertificated form (by means of CREST).
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The Nil Paid Rights (also described as New Ordinary Shares, nil paid) are entitlements to acquire the
New Ordinary Shares subject to payment of the Issue Price. The Fully Paid Rights are entitlements to
receive the New Ordinary Shares for which payment has already been made.

The Existing Ordinary Shares are already admitted to CREST. Applications will be made for the Nil
Paid Rights, the Fully Paid Rights and the New Ordinary Shares to be admitted to CREST. Euroclear
requires the Company to confirm to it that certain conditions are satisfied before Euroclear will admit
the New Ordinary Shares to CREST. It is expected that these conditions will be satisfied on Admission.
As soon as practicable after Admission, the Company will confirm this to Euroclear.

It is expected that:

(i) Provisional Allotment Letters in respect of Nil Paid Rights will be despatched to Qualifying Non-
CREST Shareholders (other than, subject to certain exceptions, Qualifying Non-CREST
Shareholders with registered addresses in the Excluded Territories) on 10 June 2013;

(ii) Admission of the New Ordinary Shares, nil paid, will become effective at 8.00 a.m. on 11 June
2013;

(iii) the Registrar will instruct Euroclear to credit the appropriate stock accounts of Qualifying CREST
Shareholders (other than, subject to certain exceptions, such Qualifying CREST Shareholders with
registered addresses in the Excluded Territories) with such Shareholders’ entitlements to Nil Paid
Rights, with effect from 8.00 a.m. on 11 June 2013;

(iv) the Nil Paid Rights and the Fully Paid Rights will be enabled for settlement by Euroclear on
11 June 2013, as soon as practicable after the Company has confirmed to Euroclear that all the
conditions for admission of such rights to CREST have been satisfied;

(v) New Ordinary Shares will be credited to the appropriate stock accounts of relevant Qualifying
CREST Shareholders (or their renouncees) who validly take up their rights by 8.00 a.m. on
26 June 2013; and

(vi) share certificates for the New Ordinary Shares will be despatched to relevant Qualifying
Non-CREST Shareholders (or their renouncees) who validly take up their rights by 8 July 2013 at
their own risk.

Shareholders taking up their rights by completing a Provisional Allotment Letter or by sending an MTM
Instruction to Euroclear will be deemed to have given the representations and warranties set out in
Section 9 of Part IV, unless such requirement is waived by the Company and the Joint Bookrunners.

The New Ordinary Shares will, when issued and fully paid, rank pari passu in all respects with the
Existing Ordinary Shares, including the right to receive all dividends or other distributions made, paid or
declared after the date of allotment and issue of New Ordinary Shares.

The Underwriters have agreed to underwrite fully, severally and in their Due Underwriting Proportions,
the Rights Issue in accordance with the terms and subject to the conditions in the Underwriting
Agreement.

The Underwriting Agreement is conditional upon certain matters being satisfied or not breached, and it
may be terminated by the Joint Global Co-Ordinators (on behalf of the Underwriters) prior to Admission
upon the occurrence of certain specified events (in which case the Rights Issue will not proceed). The
Underwriting Agreement is not subject to any right of termination after Admission (including in respect
of any statutory withdrawal rights). The Joint Global Co-Ordinators may arrange sub-underwriting for
some, all or none of the New Ordinary Shares. A summary of certain terms and conditions of the
Underwriting Agreement is contained in sub-Section (a) of Section 10 of Part XI (Additional
Information) of this document.

The Underwriters and any of their respective affiliates may engage in trading activity in connection with
their roles under the Underwriting Agreement and, in that capacity, may retain, purchase, sell, offer to
sell or otherwise deal for their own account in securities of the Company and related or other securities
and instruments (including Ordinary Shares, Nil Paid Rights and Fully Paid Rights). None of the
Underwriters intend to disclose the extent of any such investment or transactions otherwise than in
accordance with any legal or regulatory obligation to do so. In addition certain of the Underwriters or
their affiliates may enter into financing arrangements (including swaps) with investors in connection
with which such Underwriters (or their affiliates) may from time to time acquire, hold or dispose of New
Ordinary Shares.

All documents and cheques posted to or by Qualifying Shareholders and/or their transferees or
renouncees (or their agents, as appropriate) will be posted at their own risk.
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3. Action to be taken by Shareholders

The action to be taken by Shareholders in respect of the New Ordinary Shares depends on whether, at
the relevant time, the Nil Paid Rights or Fully Paid Rights in respect of which action is to be taken are
in certificated form (that is, are represented by Provisional Allotment Letters) or are in uncertificated
form (that is, are in CREST).

If you are a Qualifying Non-CREST Shareholder and do not have a registered address in the Excluded
Territories (subject to certain limited exceptions), please refer to Section 4 of this Part IV.

If you hold your Ordinary Shares in CREST and do not have a registered address in the Excluded
Territories (subject to certain limited exceptions), please refer to Section 5 of this Part IV and to the
CREST Manual for further information on the CREST procedures referred to below.

CREST sponsored members should refer to their CREST sponsors, as only their CREST sponsors will
be able to take the necessary actions specified below to take up the entitlements or otherwise to deal
with the Nil Paid Rights or Fully Paid Rights of CREST sponsored members.

If you have any questions relating to the Provisional Allotment Letter, please telephone the
Shareholder Helpline between 8.30 a.m. and 5.30 p.m. on any Business Day on 0871 384 2121 from
within the UK or +44 121 415 0299 if calling from outside the UK. Calls to the 0871 384 2121 number
from inside the UK cost 8 pence per minute (excluding VAT) plus network extras. Calls to the
+44 121 415 0299 number from outside the UK are charge at applicable international rates. Different
charges may apply to calls from mobile telephones and calls may be randomly monitored for security
and training purposes. The Shareholder Helpline cannot provide advice on the merits of the Rights
Issue or give any financial, legal or tax advice.

4. Action to be taken by Qualifying Non-CREST Shareholders in relation to Nil Paid Rights

represented by Provisional Allotment Letters

(a) General

Provisional Allotment Letters are expected to be despatched to Qualifying Non-CREST Shareholders
(other than, subject to certain exceptions, Qualifying Non-CREST Shareholders with registered
addresses in the Excluded Territories) on 10 June 2013. The Provisional Allotment Letter sets out:

(i) the holding of Ordinary Shares on which a Qualifying non-CREST Shareholder’s entitlement to
New Ordinary Shares has been based;

(ii) the aggregate number and cost of New Ordinary Shares provisionally allotted to such Qualifying
Non-CREST Shareholders;

(iii) the procedures to be followed if a Qualifying Non-CREST Shareholder wishes to dispose of all or
part of his entitlement or to convert all or part of his entitlement into uncertificated form; and

(iv) instructions regarding acceptance and payment, consolidation, splitting and registration of
renunciation.

The latest time and date for acceptance and payment in full will be 11.00 a.m. on 25 June 2013.

If the Rights Issue is delayed so that Provisional Allotment Letters cannot be despatched on 10 June
2013, the expected timetable, as set out at the front of this document, will be adjusted accordingly and
the revised dates will be set out in the Provisional Allotment Letters and announced through a
Regulatory Information Service. All references in this Part IV should be read as being subject to such
adjustment.

(b) Procedure for acceptance and payment

(i) Qualifying Non-CREST Shareholders who wish to accept in full

Holders of Provisional Allotment Letters who wish to take up all of their Nil Paid Rights should complete
the Provisional Allotment Letter in accordance with its instructions. The Provisional Allotment Letter
must be returned, together with the cheque or banker’s draft in Pounds Sterling, made payable to
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“Equiniti Limited re: FirstGroup Rights Issue” and crossed “A/C payee only”, for the full amount payable
on acceptance, in accordance with the instructions printed on the Provisional Allotment Letter, by post
or by hand (during normal business hours only) to Equiniti Limited, Aspect House, Spencer Road,
Lancing, West Sussex BN99 6DA so as to be received as soon as possible and, in any event, not later
than 11.00 a.m. on 25 June 2013. A prepaid business reply envelope is enclosed with the Provisional
Allotment Letter (for use within the UK only). If you post your Provisional Allotment Letter, it is
recommended that you allow sufficient time for delivery (for instance, allowing four days for first class
post within the UK). Equiniti will hold such monies on behalf of J.P. Morgan Cazenove, who are acting
as principal, but subject to the requirement that the monies can only be applied in acquiring preference
shares in Newco as provided in Section 12 of Part IV. Payments via CHAPs, BACS or electronic
transfer will not be accepted.

(ii) Qualifying Non-CREST Shareholders who wish to accept in part

Holders of Provisional Allotment Letters who wish to take up some but not all of their Nil Paid Rights
should refer to Section 4(f) of this Part IV.

(iii) Qualifying Non-CREST Shareholders who wish to dispose of some or all of their Nil Paid Rights

Any Qualifying Non-CREST Shareholder who is permitted to, and wishes to, dispose of all or part of his
Nil Paid Rights should contact his or her stockbroker or bank or other appropriate authorised
independent financial adviser to arrange the disposal of those Nil Paid Rights in the market. The
stockbroker, bank or other authorised independent financial adviser will require the Provisional
Allotment Letter to arrange such a disposal and you will need to make arrangements with the
stockbroker, bank or other authorised independent financial adviser for the completion of the
Provisional Allotment Letter and its despatch to the stockbroker, bank or other authorised independent
financial adviser. Further information about such disposals by Qualifying Non-CREST Shareholders is
set out in Section 4(f) of this Part IV.

Nil Paid Rights may only be transferred in compliance with applicable securities laws and regulations of
all relevant jurisdictions.

(iv) Discretion as to validity of acceptances

If payment as set out in this sub-Section 4(b) of this Part IV is not received in full by 11.00 a.m. on
25 June 2013, the provisional allotment will be deemed to have been declined and will lapse. However,
the Company and the Joint Bookrunners may, by mutual agreement, but shall not be obliged to, treat
as valid acceptances in respect of which remittances for the full amount are received prior to 11.00
a.m. on 25 June 2013 from an authorised person (as defined in section 31(2) of FSMA) specifying the
number of New Ordinary Shares to be acquired and an undertaking by that person to lodge the
relevant Provisional Allotment Letter, duly completed, by a time and date which are satisfactory to the
Company and the Underwriters in their sole discretion.

The Company and the Joint Bookrunners may also (in their absolute discretion) treat a Provisional
Allotment Letter as valid and binding on the person(s) by whom or on whose behalf it is lodged even if
it is not completed in accordance with the relevant instructions or is not accompanied by a valid power
of attorney where required.

The Company reserves the right to treat as invalid any acceptance or purported acceptance of the New
Ordinary Shares that appears to the Company to have been executed in, despatched from or that
provides an address for delivery of definitive share certificates for New Ordinary Shares in an Excluded
Territory.

A Qualifying Non-CREST Shareholder who makes a valid acceptance and payment in accordance with
this paragraph is deemed to request that the New Ordinary Shares to which they will become entitled
be issued to them on the terms set out in this document and the Provisional Allotment Letter and
subject to the Articles.
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(v) Payments

All payments made by Qualifying Non-CREST Shareholders must be made in Pounds Sterling by
cheque or banker’s draft in Pounds Sterling made payable to “Equiniti Limited re: FirstGroup Rights
Issue” and crossed “A/C payee only”. Third party cheques may not be accepted except building society
cheques or banker’s drafts where the building society or bank has confirmed the name of the account
holder by stamping or endorsing the cheque or draft to such effect. Cheques or banker’s drafts must be
drawn on an account at a branch (which must be in the United Kingdom, the Channel Islands or the
Isle of Man) of a bank or building society which is either a settlement member of the Cheque and
Credit Clearing Company Limited or the CHAPS Clearing Company Limited or which has arranged for
its cheques and banker’s drafts to be cleared through facilities provided by either of these companies.
Such cheques and banker’s drafts must bear the appropriate sorting code in the top right-hand corner.
Post-dated cheques will not be accepted. Payments via CHAPS, BACS or electronic transfer will not
be accepted.

Cheques and banker’s drafts will be presented for payment on receipt. No interest will be allowed on
payments made before they are due and any interest on such payments ultimately will accrue for the
benefit of the Company. It is a term of the Rights Issue that cheques shall be honoured on first
presentation, and the Company and the Joint Bookrunners may elect to treat as invalid any
acceptances in respect of which cheques are not so honoured. Return of a Provisional Allotment Letter
will constitute a warranty that the cheque will be honoured on first presentation. All documents,
cheques and banker’s drafts sent through the post will be sent at the risk of the sender. If New
Ordinary Shares have already been allotted to Qualifying Shareholders prior to any payment not being
so honoured or such Qualifying Shareholders’ acceptances being treated as invalid, the Joint
Bookrunners may (in their absolute discretion as to manner, timing and terms) make arrangements for
the sale of such shares on behalf of those Qualifying Shareholders and hold the proceeds of sale (net
of the Company’s reasonable estimate of any loss that it has suffered as a result of the acceptance
being treated as invalid and of the expenses of sale including, without limitation, any stamp duty or
SDRT payable on the transfer of such shares, and of all amounts payable by such Qualifying
Shareholders pursuant to the provisions of this Part IV in respect of the acquisition of such shares) on
behalf of such Qualifying Shareholders. None of the Company, the Joint Bookrunners nor any other
person shall be responsible for, or have any liability for, any loss, expenses or damage suffered by
Qualifying Shareholders as a result.

(c) Money Laundering Regulations

To ensure compliance with the Money Laundering Regulations, the Receiving Agent may require, at its
absolute discretion, verification of the identity of the person by whom or on whose behalf the
Provisional Allotment Letter is lodged with payment (which requirements are referred to below as the
“verification of identity requirements”). If an application is made by a UK regulated broker or
intermediary acting as agent and which is itself subject to the Money Laundering Regulations, any
verification of identity requirements are the responsibility of such broker or intermediary and not of the
Receiving Agent. In such case, the lodging agent’s stamp should be inserted on the Provisional
Allotment Letter. The person lodging the Provisional Allotment Letter with payment (the “applicant”),
including any person who appears to the Receiving Agent to be acting on behalf of some other person,
shall thereby be deemed to agree to provide the Receiving Agent with such information and other
evidence as the Receiving Agent may require to satisfy the verification of identity requirements and
agree for Equiniti to make a search using a credit reference agency for the purpose of confirming such
identity; where deemed necessary a record of the search will be retained. Submission of a

Provisional Allotment Letter will constitute a warranty that the Money Laundering Regulations

will not be breached by the acceptance of the remittance and an undertaking by the applicant to

provide promptly to the Receiving Agent such information as may be specified by the

Receiving Agent as being required for the purpose of the Money Laundering Regulations.

If the Receiving Agent determines that the verification of identity requirements apply to any applicant or
application, the relevant New Ordinary Shares (notwithstanding any other term of the Rights Issue) will
not be issued to the relevant applicant unless and until the verification of identity requirements have
been satisfied in respect of that applicant or application. The Receiving Agent is entitled, in its absolute
discretion, to determine whether the verification of identity requirements apply to any applicant or
application and whether such requirements have been satisfied, and none of the Receiving Agent, the
Company or the Joint Bookrunners will be liable to any person for any loss or damage suffered or
incurred (or alleged), directly or indirectly, as a result of the exercise of such discretion.
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If the verification of identity requirements apply, failure to provide the necessary evidence of identity
within a reasonable time may result in delays and potential rejection of an application. If, within a
reasonable period of time following a request for verification of identity, the Receiving Agent has not
received evidence satisfactory to it as aforesaid, the Company may, in its absolute discretion, treat the
relevant application as invalid, in which event the application monies will be returned (at the applicant’s
risk) without interest to the account of the bank or building society on which the relevant cheque or
banker’s draft was drawn. If the acceptance is not treated as invalid and the verification of identity
requirements are not satisfied within such period, being not less than seven days after a request for
evidence of identity is despatched to the applicant, as the Company may in its absolute discretion
allow, the Company will be entitled to make arrangements (in its absolute discretion as to manner,
timing and terms) to sell the relevant shares (and for that purpose the Company will be expressly
authorised to act as agent of the applicant). Any proceeds of sale (net of expenses) of the relevant
shares which shall be issued to and registered in the name of the purchaser(s) or an amount
equivalent to the original payment, whichever is the lower, will be held by the Company on trust for the
applicant, subject to the requirements of the Money Laundering Regulations.

The verification of identity requirements will not usually apply if:

(a) the applicant is an organisation required to comply with the EU Money Laundering Directive
(2005/60/EC);

(b) the applicant is a regulated United Kingdom broker or intermediary acting as agent and is itself
subject to the Money Laundering Regulations;

(c) the applicant (not being an applicant who delivers his/her application in person) makes payment
by way of a cheque drawn on an account in the name of such applicant; or

(d) the aggregate price for taking up the relevant New Ordinary Shares is less than €15,000 (or its
Pounds Sterling equivalent).

In other cases, the verification of identity requirements may apply. Satisfaction of these requirements
may be facilitated in the following ways:

(i) if payment is made by building society cheque (not being a cheque drawn on an account of the
applicant) or banker’s draft, by the building society or bank endorsing on the cheque or draft the
applicant’s name and the number of an account held in the applicant’s name at such building
society or bank, such endorsement being validated by a stamp and an authorised signature;

(ii) if the Provisional Allotment Letter(s) is/are lodged with payment by an agent which is an
organisation of the kind referred to in sub-Section (a) above or which is subject to anti-money
laundering regulations in a country which is a member of the Financial Action Task Force (the
non-EU members of which are Argentina, Australia, Brazil, Canada, Gibraltar, Hong Kong,
Iceland, Japan, Mexico, Luxembourg, New Zealand, Norway, the Russian Federation, Singapore,
South Africa, Switzerland, Turkey and the United States and, by virtue of their membership of the
Gulf Co-operation Council, Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the UAE), the agent
should provide with the Provisional Allotment Letter(s) written confirmation that it has that status
and written assurance that it has obtained and recorded evidence of the identity of the person for
whom it acts and that it will on demand make such evidence available to the Receiving Agent
and/or any relevant regulatory or investigatory authority.

In order to confirm the acceptability of any written assurance referred to in this paragraph

(ii), or in any other case, the applicant should contact the Receiving Agent. The telephone

number of the Receiving Agent is 0871 384 2121 or +44 121 415 0299 if calling from

overseas. Calls to the 0871 384 2121 number from inside the UK are charged at 8p per

minute plus network extras. Calls to the +44 121 415 0299 number from outside the UK are

charged at applicable international rates. Different charges may apply to calls made from

mobile telephones and calls may be randomly monitored for security and training

purposes; or

(iii) if the Provisional Allotment Letter(s) is/are lodged by hand by the applicant in person, or if the
Provisional Allotment Letter(s) in respect of New Ordinary Shares is/are lodged by hand by the
applicant in person and the accompanying payment is not the applicant’s own cheque, the
applicant should ensure that they have evidence of identity bearing their photograph (for example,
the applicant’s passport) and separate evidence of their address.
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(d) Dealings in Nil Paid Rights

Dealings on the London Stock Exchange in the Nil Paid Rights are expected to commence at 8.00 a.m.
on 11 June 2013. A transfer of Nil Paid Rights can be made by renunciation of the Provisional
Allotment Letter in accordance with the instructions printed on it or, in the case of any person in whose
favour the rights have been renounced by delivery of such letter to the transferee.

(e) Dealings in Fully Paid Rights

After acceptance of the provisional allotment and payment in full in accordance with the provisions set
out in this document and the Provisional Allotment Letter, the Fully Paid Rights may be transferred by
renunciation of the relevant fully paid Provisional Allotment Letter and lodging of the same, by post or
by hand (during normal business hours only), with Equiniti so as to be received not later than
11.00 a.m. on 25 June 2013. To do this, a Qualifying Non-CREST Shareholder will need to have his
fully paid Provisional Allotment Letter returned to him after the acceptance has been effected by the
Receiving Agent. However, fully paid Provisional Allotment Letters will not be returned to Qualifying
Non-CREST Shareholders unless their return is requested by ticking Box 4 on page 4 of the
Provisional Allotment Letter.

After 26 June 2013, the New Ordinary Shares will be in registered form and transferable in the usual
way.

(f) Renunciation and splitting of Provisional Allotment Letters

Qualifying Non-CREST Shareholders who wish to transfer all of their Nil Paid Rights or, after
acceptance of the provisional allotment and payment in full, Fully Paid Rights comprised in a
Provisional Allotment Letter may (save as required by the laws of certain overseas jurisdictions)
renounce such allotment by completing and signing Form X on page 4 of the Provisional Allotment
Letter (if it is not already marked “Original Duly Renounced”) and passing the entire Provisional
Allotment Letter to their stockbroker or bank or other appropriate financial adviser or to the transferee.
Once a Provisional Allotment Letter has been renounced, it will become a negotiable instrument in
bearer form. The latest time and date for registration of renunciation of Provisional Allotment Letters is
11.00 a.m. on 25 June 2013.

If a holder of a Provisional Allotment Letter wishes to have only some of the New Ordinary Shares
registered in his name and to transfer the remainder, or wishes to transfer all the Nil Paid Rights, or (if
appropriate) Fully Paid Rights but to different persons, he may have the Provisional Allotment Letter
split, for which purpose he must sign and date Form X on page 4 of the Provisional Allotment Letter.
The Provisional Allotment Letter must then be delivered by post or by hand (during normal business
hours only) to Equiniti Limited, Aspect House, Spencer Road, Lancing, West Sussex BN99 6DA by not
later than 3.00 p.m. on 21 June 2013, to be cancelled and exchanged for the split Provisional Allotment
Letters required. The number of split Provisional Allotment Letters required and the number of Nil Paid
Rights or (as appropriate) Fully Paid Rights to be comprised in each split Provisional Allotment Letter
should be stated in an accompanying letter. Form X on page 4 of split Provisional Allotment Letters will
be marked “Original Duly Renounced” before issue. The Provisional Allotment Letter will then be
cancelled and exchanged for split Provisional Allotment Letters. The split Provisional Allotment Letter
representing the New Ordinary Shares they wish to accept should be delivered together with the
cheque or banker’s draft in Pounds Sterling for the appropriate amount, made payable to “Equiniti
Limited re: FirstGroup Rights Issue” and crossed “A/C payee only” by 11.00 a.m. on 25 June 2013, the
last date and time for acceptance. Equiniti will hold such monies on behalf of J.P. Morgan Cazenove
who are acting as principal on receipt of such monies but subject to the requirement that the monies
can only be applied in acquiring preference shares in Newco as provided in Section 12 of this Part IV.
The second Provisional Allotment Letter (representing the New Ordinary Shares they do not wish to
take up) will be required in order to sell those rights.

Alternatively, Qualifying Non-CREST Shareholders who wish to take up some of their rights, without
selling or transferring the remainder, should complete the boxes at the bottom on page 1 of the
Provisional Allotment Letter and Form X on page 4 of the original Provisional Allotment Letter and
return it by post or by hand (during normal business hours only) to Equiniti Limited, Aspect House,
Spencer Road, Lancing, West Sussex BN99 6DA together with a covering letter confirming the number
of New Ordinary Shares to be taken up and a cheque for the appropriate amount made payable to
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“Equiniti Limited re: FirstGroup Rights Issue” and crossed A/C payee only and with the Allotment
Number which appears on page 1 of the Provisional Allotment Letter, written on the reverse of the
cheque or banker’s draft to pay for this number of shares. In this case, the Provisional Allotment Letter
and cheque or banker’s draft must be received by the Receiving Agent by 3.00 p.m. on 21 June 2013,
being the last date and time for splitting Nil Paid Rights. Equiniti will hold such monies on behalf of J.P.
Morgan Cazenove, who are acting as principal, but subject to the requirement that the monies can only
be applied in acquiring preference shares in Newco as provided in Section 12 of this Part IV.

The Company and/or the Joint Bookrunners reserve the right to refuse to register any renunciation in
favour of any person in respect of whom the Company and/or the Joint Bookrunners believe such
renunciation may violate applicable legal or regulatory requirements including (without limitation) any
renunciation in the name of any person with an address outside the United Kingdom.

(g) Registration in names of Qualifying Shareholders

A Qualifying Shareholder who wishes to have all the New Ordinary Shares to which he is entitled
registered in his name must accept and make payment for such allotment in accordance with the
provisions set out in this document and (in the case of Qualifying Non-CREST Shareholders) the
Provisional Allotment Letter.

(h) Registration in names of persons other than Qualifying Shareholders originally entitled

To register the New Ordinary Shares in certificated form in the name of someone other than the
Qualifying Shareholder(s) originally entitled, the renouncee or his agent(s) must complete Form Y on
page 4 of the Provisional Allotment Letter (unless the renouncee is a CREST member who wishes to
hold such New Ordinary Shares in uncertificated form, in which case Form X and the CREST Deposit
Form (both on page 4 of the Provisional Allotment Letter) must be completed (see Section 4(i) of this
Part IV) and send the entire Provisional Allotment Letter, by post or by hand (during normal business
hours only) to Equiniti Limited, Aspect House, Spencer Road, Lancing, West Sussex BN99 6DA so as
to be received by not later than 11.00 a.m. on 25 June 2013. Registration cannot be effected unless
and until the New Ordinary Shares comprised in a Provisional Allotment Letter are fully paid.

The New Ordinary Shares comprised in two or more Provisional Allotment Letters (duly renounced
where applicable) may be registered in the name of one holder (or joint holders). To consolidate rights
attached to two or more Provisional Allotment Letters, complete Form Y on page 4 of the Provisional
Allotment Letter (the “Principal Letter”) and attach a letter detailing each Provisional Allotment Letter
number (as shown on page 1 of the Provisional Allotment Letter), the number of New Ordinary Shares
represented by each Provisional Allotment Letter, the total number of Provisional Allotment Letters to
be consolidated and the total number of New Ordinary Shares represented by all the Provisional
Allotment Letters to be consolidated. All the Provisional Allotment Letters to be consolidated must be
lodged in one batch together.

(i) Deposit of Nil Paid Rights or Fully Paid Rights into CREST

The Nil Paid Rights or Fully Paid Rights represented by a Provisional Allotment Letter may be
converted into uncertificated form, that is, deposited into CREST (whether such conversion arises as a
result of a renunciation of those rights or otherwise). Similarly, Nil Paid Rights or Fully Paid Rights held
in CREST may be converted into certificated form, that is, withdrawn from CREST. Subject as provided
in the following Section or in the Provisional Allotment Letter, normal CREST procedures and timings
apply in relation to any such conversion. Shareholders are recommended to refer to the CREST
Manual for details of such procedures.

The procedure for depositing the Nil Paid Rights or Fully Paid Rights represented by a Provisional
Allotment Letter into CREST, whether such rights are to be converted into uncertificated form in the
name(s) of the person(s) whose name(s) and address(es) appear on page 1 of the Provisional
Allotment Letter or in the name of a person or persons to whom the Provisional Allotment Letter has
been renounced, is as follows: Form X and the CREST Deposit Form (both on page 4 of the
Provisional Allotment Letter) will need to be completed and the Provisional Allotment Letter deposited
with the CCSS (as this term is defined in the CREST Manual). In addition, the normal CREST Stock
Deposit procedures will need to be carried out, except that (a) it will not be necessary to complete and

68



lodge a separate CREST Transfer Form (prescribed under the Stock Transfer Act 1963) with the
CCSS and (b) only the whole of the Nil Paid Rights or Fully Paid Rights represented by the Provisional
Allotment Letter may be deposited into CREST. If a Shareholder wishes to deposit some only of the Nil
Paid Rights or Fully Paid Rights represented by the Provisional Allotment Letter into CREST, he must
first apply for split Provisional Allotment Letters in accordance with Section 4(f) of this Part IV. If the
rights represented by more than one Provisional Allotment Letter are to be deposited, the CREST
Deposit Form on each Provisional Allotment Letter must be completed and deposited.

A holder of the Nil Paid Rights (or, if appropriate, the Fully Paid Rights) represented by a Provisional
Allotment Letter who is proposing to convert those rights into uncertificated form (whether following a
renunciation of such rights or otherwise) is recommended to ensure that the conversion procedures are
implemented in sufficient time to enable the person holding or acquiring the Nil Paid Rights (or, if
appropriate, the Fully Paid Rights) in CREST following the conversion to take all necessary steps in
connection with taking up the entitlement prior to 11.00 a.m. on 25 June 2013. In particular, having
regard to processing times in CREST and on the part of the Receiving Agent, the latest recommended
time for depositing a renounced Provisional Allotment Letter (with Form X and the CREST Deposit
Form on page 4 of the Provisional Allotment Letter duly completed), with the CCSS (to enable the
person acquiring the Nil Paid Rights (or, if appropriate, the Fully Paid Rights) in CREST as a result of
the conversion to take all necessary steps in connection with taking up the entitlement prior to
11.00 a.m. on 25 June 2013) is 3.00 p.m. on 20 June 2013.

When Form X and the CREST Deposit Form (both on page 4 of the Provisional Allotment Letter) have
been completed, the title to the Nil Paid Rights or the Fully Paid Rights represented by the Provisional
Allotment Letter will cease forthwith to be renounceable or transferable by delivery and for the
avoidance of doubt any entries in Form Y on page 4 of the Provisional Allotment Letter will not be
recognised or acted upon by the Receiving Agent. All renunciations or transfers of the Nil Paid Rights
or Fully Paid Rights must be effected through the means of the CREST system once such rights have
been deposited into CREST.

CREST sponsored members should contact their CREST sponsors as only their CREST sponsors will
be able to take the necessary actions to take up the entitlements or otherwise to deal with the Nil Paid
Rights or Fully Paid Rights of CREST sponsored members.

(j) Issue of New Ordinary Shares in definitive form

Definitive share certificates in respect of the New Ordinary Shares to be held in certificated form are
expected to be despatched by post by 8 July 2013, at the risk of persons entitled thereto, to Qualifying
Non-CREST Shareholders or to persons entitled thereto at their registered address (unless lodging
agent details have been completed on page 4 of the Provisional Allotment Letter). After despatch of
definitive share certificates, Provisional Allotment Letters will cease to be valid for any purpose
whatsoever. Pending despatch of definitive share certificates, instruments of transfer of the New
Ordinary Shares will be certified by the Registrar against the register.

5. Action to be taken in relation to Nil Paid Rights or Fully Paid Rights in CREST

(a) General

Subject as provided in Sections 8 and 9 of this Part IV in relation to certain Restricted Shareholders,
each Qualifying CREST Shareholder is expected to receive a credit to his CREST stock account of his
entitlement to Nil Paid Rights on 11 June 2013. The CREST stock account to be credited will be an
account under the participant ID and member account ID that apply to the Ordinary Shares held on the
Record Date by the Qualifying CREST Shareholder in respect of which the Nil Paid Rights are
provisionally allotted.

The maximum number of New Ordinary Shares that a Qualifying CREST Shareholder may take up is
that which has been provisionally allotted to that Qualifying CREST Shareholder and for which he
receives a credit of entitlement into his stock account in CREST. The minimum number of New
Ordinary Shares a Qualifying CREST Shareholder may take up is one.

The Nil Paid Rights constitute a separate security for the purposes of CREST and can accordingly be
transferred, in whole or in part, by means of CREST in the same manner as any other security that is
admitted to CREST.
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If for any reason it is impracticable to credit the stock accounts of Qualifying CREST Shareholders or to
enable the Nil Paid Rights, Provisional Allotment Letters shall, unless the Company and the Joint
Bookrunners agree otherwise, be sent out in substitution for the Nil Paid Rights which have not been
so credited or enabled and the expected timetable as set out in this document may, with the consent of
the Joint Bookrunners, be adjusted as appropriate. References to dates and times in this document
should be read as subject to any such adjustment. The Company will make an appropriate
announcement to a Regulatory Information Service giving details of the revised dates but Qualifying
CREST Shareholders may not receive any further written communication.

CREST members who wish to take up all or part of their entitlements in respect of, or otherwise

to transfer all or part of, their Nil Paid Rights or Fully Paid Rights held by them in CREST should

refer to the CREST Manual for further information on the CREST procedures referred to below.

If you are a CREST sponsored member, you should consult your CREST sponsor if you wish to

take up your entitlement as only your CREST sponsor will be able to take the necessary action

to take up your entitlement or otherwise to deal with your Nil Paid Rights or Fully Paid Rights.

(b) Procedure for acceptance and payment

(i) MTM Instructions

CREST members who wish to take up all or part of their entitlement in respect of Nil Paid Rights in
CREST must send (or, if they are CREST sponsored members, procure that their CREST sponsor
sends) an MTM Instruction to Euroclear which, on its settlement, will have the following effect:

(a) the crediting of a stock account of the Receiving Agent under the participant ID and member
account ID specified below, with the number of Nil Paid Rights to be taken up;

(b) the creation of a settlement bank payment obligation (as this term is defined in the CREST
Manual), in accordance with the RTGS payment mechanism (as this term is defined in the CREST
Manual), in favour of the RTGS settlement bank of the Receiving Agent in respect of the full
amount payable on acceptance in respect of the Nil Paid Rights referred to in sub-Section
(a) above; and

(c) the crediting of a stock account of the accepting CREST member (being an account under the
same participant ID and member account ID as the account from which the Nil Paid Rights are to
be debited on settlement of the MTM Instruction) of the corresponding number of Fully Paid Rights
to which the CREST member is entitled on taking up his Nil Paid Rights referred to in sub-Section
(a) above.

(ii) Contents of MTM Instructions

The MTM Instruction must be properly authenticated in accordance with Euroclear’s specifications and
must contain, in addition to the other information that is required for settlement in CREST, the following
details:

• the number of Nil Paid Rights to which the acceptance relates;

• the participant ID of the accepting CREST member;

• the member account ID of the accepting CREST member from which the Nil Paid Rights are to be
debited;

• the participant ID of the Receiving Agent, in its capacity as a CREST receiving agent. This is
6RA48;

• the member account ID of the Receiving Agent, in its capacity as a CREST receiving agent. This
is RA133701;

• the number of Fully Paid Rights that the CREST member is expecting to receive on settlement of
the MTM Instruction. This must be the same as the number of Nil Paid Rights to which the
acceptance relates;

• the amount payable by means of the CREST assured payment arrangements on settlement of the
MTM Instruction. This must be the full amount payable on acceptance in respect of the number of
Nil Paid Rights to which the acceptance relates;

• the intended settlement date (which must be on or before 11.00 a.m. on 25 June 2013);
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• the Nil Paid ISIN Number which is GB00B8HX6B05;

• the Fully Paid ISIN Number which is GB00B8HX6431;

• the Corporate Action Number for the Rights Issue. This will be available by viewing the relevant
corporate action details in CREST;

• a contact name and telephone number (in the free format shared note field); and

• a priority of at least 80.

(iii) Valid acceptance

An MTM Instruction complying with each of the requirements as to authentication and contents set out
in sub-Section (ii) of this Section 5 of Part IV will constitute a valid acceptance where either:

(a) the MTM Instruction settles by not later than 11.00 a.m. on 25 June 2013; or

(b) at the discretion of the Company and the Joint Bookrunners: (i) the MTM Instruction is received by
Euroclear by not later than 11.00 a.m. on 25 June 2013; (ii) the number of Nil Paid Rights inserted
in the MTM Instruction is credited to the CREST stock account of the accepting CREST member
specified in the MTM Instruction at 11.00 a.m. on 25 June 2013; and (iii) the relevant MTM
Instruction settles by 2.00 p.m. on 25 June 2013 (or such later date as the Company has
determined).

An MTM Instruction will be treated as having been received by Euroclear for these purposes at the
time at which the instruction is processed by the Network Provider’s Communications Host (as this
term is defined in the CREST Manual) at Euroclear of the network provider used by the CREST
member (or by the CREST sponsored member’s CREST sponsor). This will be conclusively
determined by the input time stamp applied to the MTM Instruction by the Network Provider’s
Communications Host.

(iv) Representations, warranties and undertakings of CREST members

A CREST member or CREST sponsored member who makes a valid acceptance in accordance with
this Section 5 of Part IV represents, warrants and undertakes to the Company and the Joint
Bookrunners that he has taken (or procured to be taken), and will take (or will procure to be taken),
whatever action is required to be taken by him/her/it or by his/her/its CREST sponsor (as appropriate)
to ensure that the MTM Instruction concerned is capable of settlement at 11.00 a.m. on 25 June 2013
and remains capable of settlement at all times after that until 2.00 p.m. on 25 June 2013 (or until such
later time and date as the Company and the Joint Bookrunners may determine). In particular, the
CREST member or CREST sponsored member represents, warrants and undertakes that at
11.00 a.m. on 25 June 2013 and at all times thereafter that until 2.00 p.m. on 25 June 2013 (or until
such later time and date as the Company and the Joint Bookrunners may determine) there will be
sufficient Headroom within the Cap (as those terms are defined in the CREST Manual) in respect of
the cash memorandum account to be debited with the amount payable on acceptance to permit the
MTM Instruction to settle. CREST sponsored members should contact their CREST sponsor if they are
in any doubt. In addition, such CREST sponsored member taking up entitlements makes the
representations and gives the warranties set out in Section 9(b) of this Part IV.

If there is insufficient Headroom within the Cap (as those terms are defined in the CREST Manual) in
respect of the cash memorandum account of a CREST member or CREST sponsored member for
such amount to be debited or the CREST member’s or CREST sponsored member’s acceptance is
otherwise treated as invalid and New Ordinary Shares have already been allotted to such CREST
member or CREST sponsored member, the Joint Bookrunners may (in their absolute discretion as to
manner, timing and terms) make arrangements for the sale of such New Ordinary Shares on behalf of
that CREST member or CREST sponsored member and hold the proceeds of sale (net of the
Company’s reasonable estimate of any loss that they have suffered as a result of the acceptance being
treated as invalid and of the expenses of sale including, without limitation, any stamp duty or SDRT
payable on the transfer of such New Ordinary Shares, and of all amounts payable by the CREST
member or CREST sponsored member pursuant to the provisions of this Part IV in respect of the
acquisition of such New Ordinary Shares) on behalf of such CREST member or CREST sponsored
member. None of the Company, the Joint Bookrunners nor any other person shall be responsible for,
or have any liability for, any loss, expenses or damage suffered by such CREST member or CREST
sponsored member as a result.
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(v) CREST procedures and timings

CREST members and CREST sponsors (on behalf of CREST sponsored members) should note that
Euroclear does not make available special procedures in CREST for any particular corporate action.

Normal system timings and limitations will therefore apply in relation to the input of an MTM Instruction
and its settlement in connection with the Rights Issue. It is the responsibility of the CREST member
concerned to take (or, if the CREST member is a CREST sponsored member, to procure that his
CREST sponsor takes) the action necessary to ensure that a valid acceptance is received as stated
above by 11.00 a.m. on 25 June 2013. In this connection, CREST members and (where applicable)
CREST sponsors are referred in particular to those sections of the CREST Manual concerning
practical limitations of the CREST system and timings.

(vi) CREST member’s undertaking to pay

A CREST member or CREST sponsored member, who makes a valid acceptance in accordance with
the procedures set out in this Section 5 of Part IV: (a) undertakes to pay to the Receiving Agent, or
procure the payment to the Receiving Agent of, the amount payable in Pounds Sterling on acceptance
in accordance with the above procedures or in such other manner as the Receiving Agent may require
(it being acknowledged that, where payment is made by means of the RTGS payment mechanism (as
defined in the CREST Manual) the creation of a RTGS settlement bank payment obligation in Pounds
Sterling in favour of the Receiving Agent’s RTGS settlement bank (as defined in the CREST Manual),
in accordance with the RTGS payment mechanism shall, to the extent of the obligation so created,
discharge in full the obligation of the CREST member (or CREST sponsored member) to pay to the
Receiving Agent the amount payable on acceptance); and (b) requests that the Fully Paid Rights and/
or New Ordinary Shares, to which they will become entitled, be issued to them on the terms set out in
this document and subject to the Articles. Any amount paid to the Receiving Agent will be held on
behalf of J.P. Morgan Cazenove who are acting as principal, subject to the requirement that the
monies can only be applied in acquiring preference shares in Newco as provided in Section 12 of this
Part IV.

If the payment obligations of the relevant CREST member in relation to such New Ordinary Shares are
not discharged in full and such New Ordinary Shares have already been allotted to the CREST
member or CREST sponsored member, the Joint Bookrunners may (in their absolute discretion as to
the manner, timing and terms) make arrangements for the sale of such shares on behalf of that
CREST member or CREST sponsored member and hold the proceeds of sale (net of the Company’s
reasonable estimate of any loss that it has suffered as a result of the same and of the expenses of sale
including, without limitation, any stamp duty or SDRT payable on the transfer of such shares, and all
amounts payable by the CREST member or CREST sponsored member pursuant to the provisions of
this Part IV in respect of the acquisition of such shares) or an amount equal to the original payment of
the CREST member or CREST sponsored member (whichever is lower) on trust for such CREST
member or CREST sponsored member. In these circumstances, neither the Joint Bookrunners, nor the
Underwriters nor the Company shall be responsible for, or have any liability for, any loss, expenses or
damage arising as a result.

(vii) Discretion as to rejection and validity of acceptances

The Company and the Joint Bookrunners may agree in their absolute discretion to:

(a) reject any acceptance constituted by an MTM Instruction, which is otherwise valid, in the event of
breach of any of the representations, warranties and undertakings set out or referred to in this
Section 5 of Part IV (and, to the extent applicable, pursuant to Section 9(b) of this Part IV). Where
an acceptance is made as described in this Section 5 of Part IV which is otherwise valid, and the
MTM Instruction concerned fails to settle by 2.00 p.m. on 25 June 2013 (or by such later time and
date as the Company and the Joint Bookrunners may determine), the Company and the Joint
Bookrunners shall be entitled to assume, for the purposes of their right to reject an acceptance as
described in this Section 5 of Part IV, that there has been a breach of the representations,
warranties and undertakings set out or referred to in this Section 5 of Part IV;

(b) treat as valid (and binding on the CREST member or CREST sponsored member concerned) an
acceptance which does not comply in all respects with the requirements as to validity set out or
referred to in this Section 5;
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(c) accept an alternative properly authenticated dematerialised instruction from a CREST member or
(where applicable) a CREST sponsor as constituting a valid acceptance in substitution for, or in
addition to, an MTM Instruction and subject to such further terms and conditions as the Company
and the Joint Bookrunners may determine;

(d) treat a properly authenticated dematerialised instruction (in this sub-Section the “first instruction”)
as not constituting a valid acceptance if, at the time at which the Receiving Agent receives a
properly authenticated dematerialised instruction giving details of the first instruction, either the
Company or the Receiving Agent has received actual notice from Euroclear of any of the matters
specified in Regulation 35(5)(a) of the Uncertificated Securities Regulations in relation to the first
instruction. These matters include notice that any information contained in the first instruction was
incorrect or notice of lack of authority to send the first instruction; and

(e) accept an alternative instruction or notification from a CREST member or (where applicable) a
CREST sponsor, or extend the time for acceptance and/or settlement of an MTM Instruction or
any alternative instruction or notification if, for reasons or due to circumstances outside the control
of any CREST member or CREST sponsored member or (where applicable) CREST sponsor, the
CREST member or CREST sponsored member is unable validly to take up all of part of his/her Nil
Paid Rights by means of the above procedures. In normal circumstances, this discretion is only
likely to be exercised in the event of any interruption, failure or breakdown of CREST (or of any
part of CREST) or on the part of facilities and/or systems operated by the Receiving Agent in
connection with CREST.

(c) Money Laundering Regulations

If a person holds his Nil Paid Rights in CREST and applies to take up all or part of his entitlement as
agent for one or more persons and he is not a UK or EU regulated person or institution (e.g. a UK
financial institution), then, irrespective of the value of the application, the Receiving Agent is required to
take reasonable measures to establish the identity of the person or persons on whose behalf the
person is making the application. Such person must therefore contact the Receiving Agent before
sending any MTM Instruction or other instruction so that appropriate measures may be taken.

Submission of an MTM Instruction which constitutes, or which may on its settlement constitute, a valid
acceptance as described above constitutes a warranty and undertaking by the applicant to provide
promptly to the Receiving Agent any information the Receiving Agent may specify as being required for
the purposes of the Money Laundering Regulations or FSMA. Pending the provision of evidence
satisfactory to the Receiving Agent as to identity, the Receiving Agent, having consulted with the
Company and the Joint Bookrunners, may take, or omit to take, such action as it may determine to
prevent or delay settlement of the MTM Instruction. If satisfactory evidence of identity has not been
provided within a reasonable time, then the Receiving Agent will not permit the MTM Instruction
concerned to proceed to settlement but without prejudice to the right of the Company and/or the Joint
Bookrunners to take proceedings to recover any loss suffered by it/them as a result of failure by the
applicant to provide satisfactory evidence.

(d) Dealings in Nil Paid Rights

Assuming the Rights Issue becomes unconditional, dealings in the Nil Paid Rights on the London
Stock Exchange are expected to commence at 8.00 a.m. on 11 June 2013. Dealings in Nil Paid Rights
can be made by means of CREST in the same manner as any other security that is admitted to
CREST. The Nil Paid Rights are expected to be disabled in CREST after the close of CREST business
on 25 June 2013.

(e) Dealings in Fully Paid Rights

After acceptance of the provisional allotment and payment in full in accordance with the provisions set
out in this document, the Fully Paid Rights may be transferred by means of CREST in the same
manner as any other security that is admitted to CREST. The last time for settlement of any transfer of
Fully Paid Rights in CREST is expected to be 11.00 a.m. on 25 June 2013. The Fully Paid Rights are
expected to be disabled in CREST after the close of CREST business on 25 June 2013.
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After 25 June 2013, the New Ordinary Shares will be registered in the name(s) of the person(s) entitled
to them in the Company’s register of members and will be transferable in the usual way.

(f) Withdrawal of Nil Paid Rights or Fully Paid Rights from CREST

Nil Paid Rights or Fully Paid Rights held in CREST may be converted into certificated form, that is,
withdrawn from CREST. Normal CREST procedures (including timings) apply in relation to any such
conversion.

The recommended latest time for receipt by Euroclear of a properly authenticated dematerialised
instruction requesting withdrawal of Nil Paid Rights or, if appropriate, Fully Paid Rights, from CREST is
4.30 p.m. on 19 June 2013, so as to enable the person acquiring or (as appropriate) holding the Nil
Paid Rights or, if appropriate, Fully Paid Rights, following the conversion to take all necessary steps in
connection with taking up the entitlement prior to 11.00 a.m. on 25 June 2013. It is recommended that
you refer to the CREST Manual for details of such procedures.

(g) Issue of New Ordinary Shares in CREST

Fully Paid Rights in CREST are expected to be disabled in CREST after the close of CREST business
on 25 June 2013 (the latest date for settlement of transfers of Fully Paid Rights in CREST). New
Ordinary Shares will be issued in uncertificated form to those persons registered as holding Fully Paid
Rights in CREST at the close of business on the date on which the Fully Paid Rights are disabled. The
Receiving Agent will instruct Euroclear to credit the appropriate stock accounts of those persons (under
the same participant ID and member account ID that applied to the Fully Paid Rights held by those
persons) with their entitlements to New Ordinary Shares with effect from the next Business Day
(expected to be 26 June 2013).

(h) Right to allot/issue in certificated form

Despite any other provision of this document, the Company reserves the right to allot and to issue any
Nil Paid Rights, Fully Paid Rights or New Ordinary Shares in certificated form. In normal
circumstances, this right is only likely to be exercised in the event of an interruption, failure or
breakdown of CREST (or of any part of CREST) or of a part of the facilities and/or systems operated
by the Receiving Agent in connection with CREST or otherwise if it has first obtained the Joint
Bookrunners’ written consent.

6. Procedure in respect of New Ordinary Shares not taken up and withdrawal rights

(a) Procedure in respect of New Ordinary Shares not taken up

If an entitlement to New Ordinary Shares is not validly taken up in accordance with the procedure laid
down for acceptance and payment, then that provisional allotment shall be deemed to have been
declined and will lapse. If an entitlement to New Ordinary Shares is not validly taken up by 11.00 a.m.
on 25 June 2013 in accordance with the procedure laid down for acceptance and payment, then the
Joint Global Co-Ordinators on behalf of the Underwriters will use reasonable endeavours to procure,
by not later than 4.30 p.m. on 27 June 2013, acquirers for all (or as many as possible) of those New
Ordinary Shares not taken up if a premium over the total of the Issue Price and the expenses of
procuring such acquirers (including any related commissions and amounts in respect of VAT which are
not recoverable) can be obtained.

Notwithstanding the above, the Joint Global Co-Ordinators may cease to endeavour to procure any
such acquirers if, in their opinion, it is unlikely that any such acquirers can be so procured at such a
price by such time. If and to the extent that acquirers cannot be procured on the basis outlined above,
or if procurement of acquirers would give rise the breach of law, those of the relevant New Ordinary
Shares that are underwritten will be acquired by the Underwriters as principals pursuant to the
Underwriting Agreement or by sub-underwriters procured by the Joint Bookrunners, in each case, at
the Issue Price and in the Due Underwriting Proportions.
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Any premium over the aggregate of the Issue Price and the expenses of procuring acquirers (including
any applicable brokerage and commissions and amounts in respect of VAT which are not recoverable)
shall be paid (subject as provided in this Part IV):

(i) where the Nil Paid Rights were, at the time they lapsed, represented by a Provisional Allotment
Letter, to the person whose name and address appeared on page 1 of the Provisional Allotment
Letter;

(ii) where the Nil Paid Rights were, at the time they lapsed, in uncertificated form, to the person
registered as the holder of those Nil Paid Rights at the time of their disablement in CREST; and

(iii) where an entitlement to New Ordinary Shares was not taken up by a Restricted Shareholder, to
that Restricted Shareholder.

New Ordinary Shares for which acquirers are procured on this basis will be re-allotted to such
acquirers and the aggregate of any premiums (being the amount paid by such acquirers after
deducting the price at which the New Ordinary Shares are offered pursuant to the Rights Issue and the
expenses of procuring such acquirers including any applicable brokerage and commissions and
amounts in respect of VAT which are not recoverable), if any, will be paid (without interest) to those
persons entitled (as referred to above) pro rata to the relevant lapsed provisional allotments, save that
no payment will be made of amounts of less than £5 (five Pounds Sterling), which amounts will be
aggregated and will ultimately accrue to the benefit of the Company.

Any transactions undertaken pursuant to this Section 6 of Part IV shall be deemed to have been
undertaken at the request of the persons entitled to the lapsed provisional allotments and none of the
Company, the Underwriters or any other person procuring acquirers shall be responsible for any loss
or damage (whether actual or alleged) arising from the terms of or timing of any such acquisition, any
decision not to endeavour to procure acquirers or the failure to procure acquirers on the basis
described above. Cheques for the amounts due will be sent in Pounds Sterling, by post, at the risk of
the person(s) entitled, to their registered addresses (in the case of joint holders, to the registered
address of the first named), provided that where any entitlement concerned was held in CREST, the
amount due will, unless the Company (in its absolute discretion) otherwise determines, be satisfied by
the Company procuring the creation of an assured payment obligation in favour of the relevant CREST
member’s (or CREST sponsored member’s) RTGS settlement bank in respect of the cash amount
concerned in accordance with the RTGS payment mechanism.

Shareholders will not be entitled to apply for New Ordinary Shares in excess of their entitlement.

(b) Withdrawal rights

Persons wishing to exercise statutory withdrawal rights after the issue by the Company of a prospectus
supplementing this document must do so by sending a written notice of withdrawal which must include
the account number, the full name and address of the person wishing to exercise such right of
withdrawal and, if such person is a CREST member, the participant ID and the member account ID of
such CREST member, in writing to Equiniti Limited, Aspect House, Spencer Road, Lancing, West
Sussex BN99 6DA (for further details, Shareholders should contact Equiniti on 0871 384 2121 (from
inside the UK) or +44 121 415 0299 (from outside the UK)), no later than two Business Days after the
date on which the supplementary prospectus is published. Notice of withdrawal given by any other
means or which is deposited with or received by the Receiving Agent after expiry of such period will not
constitute a valid withdrawal. Furthermore, the exercise of withdrawal rights will not be permitted after
payment in full by the relevant person in respect of their New Ordinary Shares taken up and the
allotment of those New Ordinary Shares to such person becoming unconditional. In such
circumstances, Shareholders are advised to consult their professional advisers. Provisional allotments
of entitlements to New Ordinary Shares which are the subject of a valid withdrawal notice will be
deemed to be declined. Such entitlements to New Ordinary Shares will be subject to the provisions of
Section 6(a) of this Part IV as if the entitlement had not been validly taken up.

7. Employee Share Schemes

In accordance with the rules of the FirstGroup Employee Share Schemes, the Directors propose to
make adjustments to the terms of the outstanding options and/or awards to take account of the Rights
Issue.
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Such adjustments will, for any Employee Share Scheme approved by HMRC, be subject to the prior
approval of HMRC, and for the EABP, LTIP and RAP, to confirmation from the auditors of FirstGroup in
writing that they are, in their opinion, fair and reasonable. FirstGroup will notify the participants in the
Employee Share Schemes of any such adjustment in due course.

8. Restricted Shareholders

This document has been approved by the FCA, being the competent authority in the UK. It is expected
that Qualifying Shareholders in each EEA State will be able to participate in the Rights Issue.

It is the responsibility of any person (including, without limitation, custodians, nominees and trustees)
outside the UK wishing to take up rights under the Rights Issue to satisfy himself as to the full
observance of the laws of any relevant territory in connection therewith, including the obtaining of any
governmental or other consents which may be required, the compliance with other necessary
formalities and the payment of any issue, transfer or other taxes due in such territories. The comments
set out in this Section 8 are intended as a general guide only and any Overseas Shareholder who is in
doubt as to his, her or its position should consult his, her or its professional adviser without delay.

(a) General

The offer of Nil Paid Rights, Fully Paid Rights and/or New Ordinary Shares to persons resident

in, or who are citizens of, or who have a registered address in countries other than the United

Kingdom may be affected by the law of the relevant jurisdiction. Those persons should consult

their professional advisers as to whether they require any governmental or other consents or

need to observe any other formalities to enable them to take up their rights.

This Section 8 of Part IV sets out the restrictions applicable to Qualifying Shareholders who have
registered addresses outside the United Kingdom, who are citizens or residents of countries other than
the UK, or who are persons (including, without limitation, custodians, nominees and trustees) who have
a contractual or legal obligation to forward this document to a jurisdiction outside the UK or who hold
Ordinary Shares for the account or benefit of any such person.

New Ordinary Shares will be provisionally allotted to all Qualifying Shareholders, including Restricted
Shareholders. However, Provisional Allotment Letters will not be sent to, and Nil Paid Rights will not be
credited to CREST accounts of, Restricted Shareholders with registered addresses in the Excluded
Territories or to their agent or intermediary except where the Company and the Joint Bookrunners are
satisfied that such action would not result in a contravention of any registration or other legal
requirement in any such jurisdiction.

Having considered the circumstances, the Directors have formed the view that it is necessary or
expedient to restrict the ability of the Shareholders in the US and the other Excluded Territories to take
up their rights under the Rights Issue due to the time and costs involved in the registration of the
document and/or compliance with the relevant local legal or regulatory requirements in those
jurisdictions.

Receipt of this document and/or a Provisional Allotment Letter or the crediting of Nil Paid Rights to a
stock account in CREST does not and will not constitute an offer in those jurisdictions in which it would
be illegal to make an offer and, in those circumstances, this document and/or a Provisional Allotment
Letter must be treated as sent for information only and should not be copied or redistributed. No
person who has received or receives a copy of this document and/or a Provisional Allotment Letter
and/or who receives a credit of Nil Paid Rights to a stock account in CREST in any territory other than
the United Kingdom may treat the same as constituting an invitation or offer to him, nor should he in
any event use the Provisional Allotment Letter or deal with Nil Paid Rights or Fully Paid Rights in
CREST, in the relevant territory, unless such an invitation or offer could lawfully be made to him or the
Provisional Allotment Letter or Nil Paid Rights or Fully Paid Rights in CREST could lawfully be used or
dealt with without contravention of any registration or other legal or regulatory requirements.

Accordingly, persons who have received a copy of this document or a Provisional Allotment Letter or
whose stock account in CREST is credited with Nil Paid Rights or Fully Paid Rights should not, in
connection with the Rights Issue, distribute or send the same in or into, or transfer Nil Paid Rights or
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Fully Paid Rights to any person in or into, any Excluded Territory. If a Provisional Allotment Letter or a
credit of Nil Paid Rights or Fully Paid Rights in CREST is received by any person in any such territory,
or by his/her agent or nominee, he must not seek to take up the rights referred to in the Provisional
Allotment Letter or in this document or renounce the Provisional Allotment Letter or transfer the Nil
Paid Rights or Fully Paid Rights in CREST unless the Company and the Joint Bookrunners determine
that such actions would not violate applicable legal or regulatory requirements. Any person who does
forward this document or a Provisional Allotment Letter in or into any such territories (whether under a
contractual or legal obligation or otherwise) should draw the recipient’s attention to the contents of this
Section 8 of Part IV.

Subject to sub-Sections (b) and (e) of this Section 8 of Part IV, any person (including, without limitation,
agents, nominees and trustees) outside the United Kingdom wishing to take up their rights under the
Rights Issue must satisfy himself as to full observance of the applicable laws of any relevant territory
including obtaining any requisite governmental or other consents, observing any other requisite
formalities and paying any issue, transfer or other taxes due in such territories. The comments set out

in this Section 8 of Part IV are intended as a general guide only and any Qualifying Shareholder

who is in any doubt as to his position should consult his professional advisers without delay.

The Company and the Joint Bookrunners may treat as invalid any acceptance or purported acceptance
of the offer of Fully Paid Rights, Nil Paid Rights or New Ordinary Shares which appears to the
Company or the Joint Bookrunners or their respective agents to have been executed, effected or
despatched in a manner which may involve a breach of the laws or regulations of any jurisdiction or if,
in the case of a Provisional Allotment Letter, it provides for an address for delivery of the share
certificates in or, in the case of a credit of New Ordinary Shares in CREST, a CREST member or
CREST sponsored member whose registered address is in any of the Excluded Territories or any other
jurisdiction outside the United Kingdom in which it would be unlawful to deliver such share certificates
or make such a credit or if the Company or the Joint Bookrunners believe or their respective agents
believe that the same may violate applicable legal or regulatory requirements. The attention of US
persons and Qualifying Shareholders with registered addresses in the United States or holding
Ordinary Shares on behalf of persons with such addresses is drawn to sub-Section (b) of this Section 8
of Part IV. The attention of Qualifying Shareholders with registered addresses in Australia, Japan,
Canada or Ireland or holding Ordinary Shares on behalf of persons with such addresses is drawn to
sub-Section (e) of this Section 8 of Part IV.

Despite any other provision of this document or the Provisional Allotment Letter, the Company and the
Joint Bookrunners reserve the right to permit any Qualifying Shareholder to take up his/her rights if the
Company and the Joint Bookrunners in their sole and absolute discretion are satisfied that the
transaction in question is exempt from or not subject to the legislation or regulations giving rise to the
restrictions in question. If the Company and the Joint Bookrunners are so satisfied, the Company will
arrange for the relevant Qualifying Shareholder to be sent a Provisional Allotment Letter if he is a
Qualifying Non-CREST Shareholder or, if he is a Qualifying CREST Shareholder, arrange for Nil Paid
Rights to be credited to the relevant CREST stock account.

Those Shareholders who wish, and are permitted, to take up their entitlement should note that
payments must be made as described in sub-Sections 4(b) and 5(b) of this Part IV.

The provisions of this Section 8 of Part IV will apply to all Restricted Shareholders who do not or are
unable to take up New Ordinary Shares provisionally allotted to them. Accordingly, such Restricted
Shareholders will be treated as not having taken up their rights to New Ordinary Shares and the Joint
Bookrunners will use reasonable endeavours to procure, on behalf of such Restricted Shareholders,
acquirers for the New Ordinary Shares.

Specific restrictions relating to certain jurisdictions are set out below.

(b) Offering restrictions relating to the United States

The New Ordinary Shares, the Nil Paid Rights, the Fully Paid Rights and the Provisional Allotment
Letters have not been and will not be registered under the Securities Act or under any relevant
securities laws of any state or other jurisdiction of the United States and may not be offered, sold,
taken up, exercised, resold, renounced, transferred or delivered, directly or indirectly, within the United
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States absent registration or an applicable exemption from, or in a transaction not subject to, the
registration requirements of the Securities Act and in compliance with state securities laws. There will
be no public offering in the United States.

Accordingly, no offering is being made in the United States and neither this document nor the
Provisional Allotment Letters constitute or will constitute an offer, or an invitation to apply for, or an
offer or invitation to acquire any New Ordinary Shares, Nil Paid Rights or Fully Paid Rights in the
United States. Subject to certain limited exceptions, Provisional Allotment Letters have not been, and
will not be, sent to, and Nil Paid Rights have not been, and will not be, credited to the CREST account
of, any Qualifying Shareholder with a registered address in the United States.

Subject to certain limited exceptions, envelopes containing Provisional Allotment Letters should not be
postmarked in the United States or otherwise despatched from the United States, and all persons
acquiring New Ordinary Shares and wishing to hold such shares in registered form must provide an
address for registration of the New Ordinary Shares issued upon exercise thereof outside the United
States.

Subject to certain limited exceptions, any person who acquires New Ordinary Shares, Nil Paid Rights
or Fully Paid Rights will be deemed to have declared, warranted and agreed, by accepting delivery of
this document or the Provisional Allotment Letter and delivery of the New Ordinary Shares, Nil Paid
Rights or Fully Paid Rights, that it is not, and that at the time of acquiring the New Ordinary Shares, Nil
Paid Rights or Fully Paid Rights it will not be, in the United States.

The Company reserves the right to treat as invalid any Provisional Allotment Letter: (i) that appears to
the Company or its agents to have been executed in or despatched from the United States; (ii) that
does not include the relevant warranty set out in the Provisional Allotment Letter headed “Restricted
Shareholders” to the effect that the person accepting and/or renouncing the Provisional Allotment
Letter does not have a registered address (and is not otherwise located) in the United States and is not
acquiring rights to Nil Paid Rights, Fully Paid Rights or the New Ordinary Shares with a view to the
offer, sale, resale, transfer, delivery or distribution, directly or indirectly, of any such Nil Paid Rights,
Fully Paid Rights or New Ordinary Shares in the United States; or (iii) where the Company believes
acceptance of such Provisional Allotment Letter may infringe applicable legal or regulatory
requirements, and the Company shall not be bound to allot (on a non-provisional basis) or issue any
New Ordinary Shares, Nil Paid Rights or Fully Paid Rights in respect of any such Provisional Allotment
Letter. In addition, the Company and the Underwriters reserve the right to reject any MTM instruction
sent by or on behalf of any CREST member with a registered address in the United States in respect of
Nil Paid Rights.

Notwithstanding the foregoing, the Nil Paid Rights may be offered and delivered to, and the Fully Paid
Rights and the New Ordinary Shares may be offered to and acquired by, a limited number of persons
in the United States reasonably believed to be Qualified Institutional Buyers or QIBs in offerings
exempt from registration under the Securities Act. Any person reasonably believed to be a QIB to
whom New Ordinary Shares are offered and by whom New Ordinary Shares are acquired will be
required to execute and deliver an investor letter substantially in the form described under “US transfer
restrictions” in Section 8(c) of this Part IV and may be required to make certain certifications in the
Provisional Allotment Letters for the Nil Paid Rights and the Fully Paid Rights.

Any person in the United States who obtains a copy of this document or a Provisional Allotment Letter
and who is not a QIB is required to disregard them.

Until 40 days after the commencement of the Rights Issue an offer, sale or transfer of the New
Ordinary Shares, Nil Paid Rights or Fully Paid Rights within the United States by a dealer (whether or
not participating in the Rights Issue) may violate the registration requirements of the Securities Act.

(c) US transfer restrictions

The offering and delivery of the Nil Paid Rights to, and the offering and acquisition of the Fully Paid
Rights or New Ordinary Shares in the United States to and by, a limited number of persons reasonably
believed to be QIBs is being made in reliance on an exemption from the registration requirements of
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the Securities Act. None of the Nil Paid Rights, Fully Paid Rights, New Ordinary Shares or the
Provisional Allotment Letters have been or will be registered under the Securities Act or with any
securities regulatory authority of any state or other jurisdiction of the United States and, accordingly,
may not be offered, sold, pledged or otherwise transferred or delivered except pursuant to an
exemption from, or in a transaction not subject to, registration under the Securities Act or pursuant to
an effective registration statement under the Securities Act.

Each acquirer of Fully Paid Rights or New Ordinary Shares in the United States will be required to
execute and deliver to the Company and/or one or more of its designees an investor letter in the
appropriate form setting out certain restrictions and procedures regarding the New Ordinary Shares,
which will contain the following representations:

(i) it is an institution which has such knowledge and experience in financial and business matters as
to be capable of evaluating the merits and risks of its investment in the Fully Paid Rights and the
New Ordinary Shares and it, and any accounts for which it is acting, is each able to bear the
economic risk of such investment, and is able to sustain a complete loss of any investment in the
Fully Paid Rights and the New Ordinary Shares;

(ii) prior to taking up the Nil Paid Rights, the Fully Paid Rights or the New Ordinary Shares, it received
and read a copy of this document. If the acquirer has had any queries regarding the acquisition of
the Fully Paid Rights, the New Ordinary Shares, the Company and its affairs or the terms of the Nil
Paid Rights, Fully Paid Rights or New Ordinary Shares, it has had the opportunity to ask and has
asked those questions of and received answers satisfactory to it from the representatives of the
Company. In making any acquisition of the Fully Paid Rights or the New Ordinary Shares, it is
relying on this document and not any other information or representation concerning the
Company. It agrees that it has held and will hold this document in confidence, it being understood
that this document and any Provisional Allotment Letter that have been or will be received by the
acquirer is solely for its use and that it has not duplicated, distributed, forwarded, transferred or
otherwise transmitted this document, any Provisional Allotment Letter or any other presentational
or other materials concerning the Rights Issue (including electronic copies thereof) to any persons
within the United States, and agrees that such materials shall not be duplicated, distributed,
forwarded, transferred or otherwise transmitted by it. It has made its own assessment concerning
the relevant tax, legal and other economic considerations relevant to its investment in the Fully
Paid Rights and the New Ordinary Shares;

(iii) it acknowledges that the Ordinary Shares are listed on the Official List of the UK Listing Authority
and admitted to trading on the London Stock Exchange, that the Company is therefore required to
publish certain business and financial information in accordance with the rules and practices of the
UK Listing Authority and the London Stock Exchange, and that the acquirer is able to access such
information without undue difficulty; and it acknowledges that neither the Company nor any of its
affiliates has made any representation to the acquirer with respect to the Company, other than the
information contained in this document; and it further acknowledges that neither the Underwriters
nor any of their affiliates has made any representation with respect to the Company, the Nil Paid
Rights, the Fully Paid Rights or the New Ordinary Shares. It understands that this document has
been prepared in accordance with UK format, style and content, which differs from US format,
style and content;

(iv) it is, and at the time of the acquisition of the securities will be, a QIB, that if it is acquiring the Fully
Paid Rights or New Ordinary Shares as a fiduciary or agent for one or more investor accounts,
each such account is, and at the time of the acquisition of the securities will be, a QIB, it has
investment discretion with respect to each such account, and has full power and authority to make
the acknowledgements, representations and agreements herein on behalf of each such account
(in which case it hereby makes such acknowledgements, representations and agreements on
behalf of such QIBs as well);

(v) it is acquiring the Fully Paid Rights or New Ordinary Shares for its own account (or the account of
a QIB as to which it has full investment discretion) for investment purposes, and not with a view to
distribution within the meaning of the US securities laws;

(vi) it understands and acknowledges that the Nil Paid Rights, the Fully Paid Rights and the New
Ordinary Shares are being offered in a transaction not involving any public offering in the United
States within the meaning of the Securities Act and that the Nil Paid Rights, the Fully Paid Rights
and the New Ordinary Shares have not been and will not be registered under the Securities Act or
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any state securities laws. It agrees that the Nil Paid Rights, the Fully Paid Rights and the New
Ordinary Shares may not be re-offered, sold, pledged or otherwise transferred, and that it will not,
directly or indirectly, re-offer, sell, pledge or otherwise transfer the Nil Paid Rights, the Fully Paid
Rights or the New Ordinary Shares except (a) in an offshore transaction in accordance with Rules
903 or 904 of Regulation S (and not in a pre-arranged transaction resulting in the resale of such
Nil Paid Rights, Fully Paid Rights or New Ordinary Shares into the United States), (b) to another
QIB in accordance with Rule 144A under the Securities Act, (c) with respect to the New Ordinary
Shares only pursuant to Rule 144 under the Securities Act (if available), or (d) pursuant to an
effective registration statement under the Securities Act, and that, in each case, such offer, pledge
or transfer must and will be made in accordance with any applicable securities laws of any state or
other jurisdiction of the United States;

(vii) it understands that no representation has been made as to the availability of Rule 144 under the
Securities Act or any other exemption under the Securities Act or any state securities laws for the
re-offer, pledge or transfer of the New Ordinary Shares;

(viii) it understands that the New Ordinary Shares are “restricted securities” within the meaning of
Rule 144(a)(3) under the Securities Act and that, for so long as they remain “restricted securities”,
they may not be deposited into any unrestricted depositary facility established or maintained by a
depositary bank, and that such shares will not trade or settle through the facilities of DTCC or any
other US clearing system;

(ix) it acknowledges and agrees that if the New Ordinary Shares are in certificated form, the
certificates representing the New Ordinary Shares will contain substantially the following legend:

“THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED
UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES
ACT”), OR UNDER THE SECURITIES LAWS OF ANY STATE OR OTHER JURISDICTION OF
THE UNITED STATES, AND MAY NOT BE RE-OFFERED, SOLD, PLEDGED OR OTHERWISE
TRANSFERRED, EXCEPT (I) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH
RULES 903 OR 904 OF REGULATION S, (II) TO A QUALIFIED INSTITUTIONAL BUYER, AS
DEFINED IN RULE 144A UNDER THE SECURITIES ACT, IN ACCORDANCE WITH RULE 144A,
(III) PURSUANT TO RULE 144 UNDER THE SECURITIES ACT (IF AVAILABLE), OR (IV)
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES
ACT, AND THAT, IN EACH CASE, SUCH OFFER, PLEDGE OR TRANSFER MUST AND WILL
BE MADE IN ACCORDANCE WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OR
OTHER JURISDICTION OF THE UNITED STATES. NO REPRESENTATION CAN BE MADE AS
TO THE AVAILABILITY OF THE EXEMPTION PROVIDED BY RULE 144 UNDER THE
SECURITIES ACT FOR RESALES OF THE SECURITIES REPRESENTED HEREBY.
NOTWITHSTANDING ANYTHING TO THE CONTRARY IN THE FOREGOING, THE
SECURITIES REPRESENTED HEREBY MAY NOT BE DEPOSITED INTO ANY
UNRESTRICTED DEPOSITARY RECEIPT FACILITY IN RESPECT OF THE ORDINARY
SHARES ESTABLISHED OR MAINTAINED BY A DEPOSITARY BANK. EACH HOLDER, BY ITS
ACCEPTANCE OF ORDINARY SHARES, REPRESENTS THAT IT UNDERSTANDS AND
AGREES TO THE FOREGOING RESTRICTIONS.”;

(x) any information that it has hereto furnished to the Company with respect to its financial position is
correct and complete in all material respects as of the date of the investor letter, and if there
should be any material change in such information prior to the consummation of the transactions
contemplated hereby, it will promptly furnish such revised or corrected information to the
Company;

(xi) it has not taken up the Nil Paid Rights, the Fully Paid Rights or the New Ordinary Shares as a
result of any general solicitation or general advertising, including advertisements, articles, notices
or other communications published in any newspaper, magazine or similar media or broadcast
over radio or television or as a result of any seminar or meeting whose attendees have been
invited by general solicitation or general advertising; and

(xii) it understands that the foregoing acknowledgements, representations and agreements are
required in connection with US securities laws and that the Company, the Underwriters and their
affiliates will rely upon the truth and accuracy of the foregoing acknowledgements, representations
and agreements, and it irrevocably authorizes the Company and the Underwriters to produce the
investor letter, the Provisional Allotment Letter and this document to any interested party in any
administrative or legal proceedings or official inquiry with respect to the matters covered herein.
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(d) Procedures for exercising the Nil Paid Rights and Fully Paid Rights of QIBs in the United

States

QIBs in the United States may exercise the Nil Paid Rights and the Fully Paid Rights by delivering a
properly completed Provisional Allotment Letter to the Receiving Agent in accordance with the
procedures set out in this Section 8 of Part IV.

If such a person holds his Ordinary Shares through a bank, a broker or another financial intermediary,
his financial intermediary should submit the Provisional Allotment Letter on his behalf.

Shareholders in the United States must complete and return to the Company an investor letter in the
appropriate form as described in this Section 8 of Part IV, with a copy to the Underwriters. If such a
person holds his Ordinary Shares through a bank, a broker or another financial intermediary, his
financial intermediary should submit his investor letter on his behalf.

The Company and the Receiving Agent have the discretion to refuse to accept any Provisional
Allotment Letter that is incomplete, unexecuted or not accompanied by an executed investor letter or
any other required additional documentation.

The Company and the Receiving Agent have the discretion to refuse to accept any orders for Fully
Paid Rights or New Ordinary Shares that are not accompanied by an executed investor letter or any
other required additional documentation.

(e) Other overseas territories

Provisional Allotment Letters will be posted to Qualifying Non-CREST Shareholders (other than,
subject to certain limited exceptions, those Qualifying Non-CREST Shareholders who have registered
addresses in the Excluded Territories) and Nil Paid Rights have been and, where relevant, will be
credited to the CREST stock accounts of Qualifying CREST Shareholders (other than, subject to
certain limited exceptions, those Qualifying CREST Shareholders who have registered addresses in
the Excluded Territories). No offer of or invitation to take up New Ordinary Shares is being made by
virtue of this document or the Provisional Allotment Letters into the Excluded Territories. Qualifying
Shareholders in jurisdictions other than the Excluded Territories may, subject to the laws of their
relevant jurisdiction, accept their rights under the Rights Issue in accordance with the instructions set
out in this document and, in the case of Qualifying Non-CREST Shareholders only, the Provisional
Allotment Letter.

Qualifying Shareholders who have registered addresses in or who are resident in, or who are citizens
of countries other than the United Kingdom should consult their appropriate professional advisers as to
whether they require any governmental or other consents or need to observe any other formalities to
enable them to take up their Nil Paid Rights or to acquire Fully Paid Rights (Shareholders only) or New
Ordinary Shares.

If you are in any doubt as to your eligibility to accept the offer of New Ordinary Shares or to

deal with Nil Paid Rights or Fully Paid Rights, you should contact your appropriate professional

adviser immediately.

(i) Australia

The offer to which this document relates is being made in Australia under Australian Securities
and Investments Commission (“ASIC”) Class Order 00/183 Foreign Rights Issue (“Class Order”).
Consistent with the terms of the Class Order, a copy of this document will be lodged with ASIC
within seven days of the making of the offer together with a statement disclosing the number of
Australian offerees, their addresses and the percentage of share capital held by Australian
offerees. This document is not a prospectus nor any other form of disclosure document regulated
by the Corporations Act 2001 (Cth) (“Corporations Act”). Accordingly, this document may not
contain all of the information which would otherwise be required by Australian law to be disclosed
in a prospectus prepared in accordance with the Corporations Act. ASIC does not take any
responsibility for the contents of this document.
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As the offer will be made without disclosure in Australia under Chapter 6D of the Corporations Act,
the offer of any new shares for resale in Australia within 12 months may, under section 707 of the
Corporations Act, require disclosure to investors. Accordingly any person who acquires new
shares pursuant to this offer document should not, within 12 months of the acquisition of new
shares, offer, transfer, assign or otherwise alienate those new shares to investors in Australia
except in circumstances where disclosure to investors is not required. Shares transferred on-
market on the London Stock Exchange are not subject to the Australian disclosure regime.

The information provided in this document is not financial product advice and is not intended to be
relied upon as advice to investors or potential investors. This document has been prepared without
taking into account the financial situation, investment objectives or particular needs of any
particular person. These should be considered, with professional advice, when deciding if an
investment is appropriate.

(ii) Japan

No public offering of the Nil Paid Rights, the Fully Paid Rights or the New Ordinary Shares is being
made in Japan. The Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares and the
Provisional Allotment Letters have not been and will not be registered under Article 4, Paragraph 1
of the Financial Instruments and Exchange Act of Japan (Act No. 25 of 1948, as amended) (the
“FIEA”), on the grounds that the placement of the Nil Paid Rights, the Fully Paid Rights and the
New Ordinary Shares in Japan made pursuant to this Prospectus qualifies as a “small number
private placement” under Article 2, Paragraph 3, Item 2, Sub-item (ha) of the FIEA. No offeree in
Japan may transfer less than all of the Nil Paid Rights, the Fully Paid Rights or the New Ordinary
Shares acquired to any transferee.

(iii) Ireland

This document does not constitute or form part of a prospectus within the meaning of the
Prospectus (Directive 2003/71/EC) Regulations 2005 of Ireland, or the national legislation or
regulation of Ireland.

(iv) Canada

Restrictions on Resale

The distribution in Canada of the Nil Paid Rights, the Fully Paid Rights and the New Ordinary
Shares (the “Securities”) is being made on a private placement basis and is exempt from the
requirement that the Company prepare and file a prospectus with the relevant Canadian securities
regulatory authorities.

Any resale of the Securities in Canada must be made in accordance with applicable Canadian
securities laws, which vary depending on the province or territory. These resale restrictions may in
some circumstances apply to resales made outside of Canada. Generally, purchasers of the
Securities may not resell such Securities within Canada unless such further sale is made:

• pursuant to and in compliance with (i) an exemption from the prospectus requirements
contained in applicable securities laws or in a transaction not subject to such laws; and/or
(ii) an exemption from the registration requirements contained in applicable securities laws or
through an appropriately registered dealer;

• pursuant to discretionary relief or an exemption from the prospectus and/or registration
requirements contained in an order, ruling or decision document issued by the securities
regulatory authority or regulator in the applicable province or territory; or

• pursuant to a final prospectus for which a receipt has been received in the appropriate
jurisdiction in accordance with applicable securities laws.

Since the Company is not currently a reporting issuer in any province or territory of Canada and
does not intend to become a reporting issuer, the resale restrictions applicable to the Securities
referred to above may never expire.
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The foregoing is only a summary of resale restrictions relevant to purchasers of the Securities. It is
not intended to be exhaustive. All persons purchasing the Securities pursuant to this document
should consult with their own advisors:

(a) prior to acquiring the Securities pursuant to this document for advice with respect to the
restrictions on the transferability of such Securities; and

(b) prior to selling any of the Securities to ensure compliance under applicable securities laws.

Reporting Requirements

The Company is not a reporting issuer or the equivalent thereof under the securities legislation in
any jurisdiction in Canada and does not intend to become a reporting issuer. Accordingly, the
Company is not subject to the continuous disclosure requirements and other reporting
requirements prescribed by such securities legislation. For example, the Company is not subject to
the requirements to provide prompt notification of material changes by way of press releases or to
prepare and file with the Canadian securities regulatory authorities annual information forms,
proxy circulars and similar disclosure documents, or to prepare and file quarterly unaudited and
annual audited financial statements.

Statutory Exemptions

The Securities are being offered and sold to persons resident in certain provinces and territories of
Canada pursuant to exemptions from the prospectus and registration requirements that otherwise
apply to a distribution of securities under applicable Canadian securities legislation. Such
exemptions relieve the Company from the provisions under such legislation that would, among
other things, require the Company to prepare and file a preliminary and final prospectus in respect
of this offering, with the result that purchasers will not receive certain protections associated with
an investment in securities distributed under a prospectus, including the review of this document
by a securities commission or similar regulatory authority and the ability to exercise rights of
withdrawal or statutory rights of action in certain jurisdictions.

Each purchaser is urged to consult with its own legal advisor as to the details of the exemptions
being relied upon and the consequences of purchasing Securities pursuant to such exemptions.

Language of Documents

Upon receipt of this document, you hereby confirm that you have expressly requested that all
documents evidencing or relating in any way to the sale of the securities described herein
(including for greater certainty, any purchase confirmation or any notice) be drawn up in the
English language only. Par la réception de ce document, vous confirmez par les présentes que
vous avez expressément exigé que tous les documents faisant foi ou se rapportant de quelque
manière que ce soit à la vente des valeurs mobilières décrites aux présentes (incluant, pour plus
de certitude, toute confirmation d’achat ou tout avis) soient rédigés en anglais seulement.

(v) EEA States (other than the UK)

In relation to each EEA State which has implemented the Prospectus Directive (each, a “relevant
member state”) (except for the UK), with effect from and including the date on which the
Prospectus Directive was implemented in that relevant member state (the “relevant
implementation date”) no New Ordinary Shares, Nil Paid Rights or Fully Paid Rights have been
offered or will be offered pursuant to the Rights Issue to the public in that relevant member state
prior to the publication of a prospectus in relation to the New Ordinary Shares, Nil Paid Rights and
Fully Paid Rights which has been approved by the competent authority in that relevant member
state or, where appropriate, approved in another relevant member state and notified to the
competent authority in the relevant member state, all in accordance with the Prospectus Directive,
except that with effect from and including the relevant implementation date, offers of New Ordinary
Shares, Nil Paid Rights or Fully Paid Rights may be made to the public in that relevant member
state at any time:

(a) to any legal entity which is a “qualified investor”, as defined in the Prospectus Directive;
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(b) to fewer than 100 or, if the relevant member state has implemented provisions of the relevant
amending directive (2010/73/EU), 150 natural or legal persons (other than qualified investors
as defined in the Prospectus Directive); or

(c) in any other circumstances falling within Article 3(2) of the Prospectus Directive, provided that
no such offer of New Ordinary Shares, Nil Paid Rights or Fully Paid Rights shall result in a
requirement for the publication by the Company or any Underwriter of a prospectus pursuant
to Article 3 of the Prospectus Directive.

For this purpose, the expression “an offer of any New Ordinary Shares, Nil Paid Rights or Fully
Paid Rights to the public” in relation to any New Ordinary Shares, Nil Paid Rights and Fully Paid
Rights in any relevant member state means the communication in any form and by any means of
sufficient information on the terms of the Rights Issue and any New Ordinary Shares, Nil Paid
Rights and Fully Paid Rights to be offered so as to enable an investor to decide to acquire any
New Ordinary Shares, Nil Paid Rights or Fully Paid Rights, as the same may be varied in that
relevant member state by any measure implementing the Prospectus Directive in that relevant
member state.

It is expected that Shareholders in all EEA States will be able to participate in the Rights Issue.

9. Representations and warranties relating to Restricted Shareholders

(a) Qualifying Non-CREST Shareholders

Any person accepting and/or renouncing a Provisional Allotment Letter or requesting registration of the
New Ordinary Shares comprised therein represents and warrants to the Company and the Joint
Bookrunners that, except where proof has been provided to the Company’s satisfaction that such
person’s use of the Provisional Allotment Letter will not result in the contravention of any applicable
legal or regulatory requirement in any jurisdiction: (i) such person is not accepting and/or renouncing
the Provisional Allotment Letter, or requesting registration of the relevant New Ordinary Shares, from
within the United States or is otherwise a US person, (ii) such person is not in any of the other
Excluded Territories or in any territory in which it is otherwise unlawful to make or accept an offer to
acquire New Ordinary Shares or to use the Provisional Allotment Letter in any manner in which such
person has used or will use it, (iii) such person is not acting on a non-discretionary basis on behalf of,
or for the account or benefit of, a person located within the Excluded Territories, and in particular such
person is not accepting for the account or benefit of any person who is located in the United States
unless (a) the instruction to accept was received from a person outside the United States and (b) the
person giving such instruction has confirmed that (x) it has the authority to give such instruction, and
either (y) has investment discretion over such account or (z) is an investment company that is
acquiring the New Ordinary Shares in an “offshore transaction” within the meaning of Regulation S,
and (iv) such person is not acquiring New Ordinary Shares with a view to the offer, sale, resale,
transfer, delivery or distribution, directly or indirectly, of any such New Ordinary Shares into the United
States or any territory referred to in (ii) above. The Company may treat as invalid any acceptance or
purported acceptance of the allotment of New Ordinary Shares comprised in, or renunciation or
purported renunciation of, a Provisional Allotment Letter if it: (a) appears to the Company to have been
executed in or despatched from the United States or any of the other Excluded Territories or otherwise
in a manner which may involve a breach of the laws of any jurisdiction or if it or its agents believe the
same may violate any applicable legal or regulatory requirement, (b) provides an address in the United
States or any of the other Excluded Territories for delivery of definitive share certificates for New
Ordinary Shares or any jurisdiction outside the United Kingdom in which it would be unlawful to deliver
such certificates, or (c) purports to exclude the warranty required by this Section.

(b) Qualifying CREST Shareholders

A CREST member or CREST sponsored member who makes a valid acceptance in accordance with
the procedures set out in this Part IV represents and warrants to the Company and the Joint
Bookrunners that, except where proof has been provided to the Company’s satisfaction that such
person’s acceptance will not result in the contravention of any applicable legal requirement in any
jurisdiction: (i) such person is not within the United States, (ii) such person is not in any of the other
Excluded Territories or in any territory in which it is otherwise unlawful to make or accept an offer to
acquire Fully Paid Rights or New Ordinary Shares, (iii) such person is not accepting on a non-
discretionary basis on behalf of, or for the account or benefit of, a person located within the United
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States, any of the other Excluded Territories, or any of the other territories referred to in (ii) above at
the time the instruction to accept was given, and (iv) such person is not acquiring Fully Paid Rights or
New Ordinary Shares with a view to the offer, sale, resale, transfer, delivery or distribution, directly or
indirectly, of any such Fully Paid Rights or New Ordinary Shares into the United States referred to in
(ii) above.

The Company may treat as invalid any MTM Instruction which appears to the Company to have been
despatched from the United States, the other Excluded Territories or in any territory in which it is
otherwise unlawful to make or accept an offer to acquire the Fully Paid Rights or New Ordinary Shares,
or otherwise in a manner which may involve a breach of the laws of any jurisdiction or if it or its agents
believes the same may violate any applicable legal or regulatory requirement or purports to exclude the
warranty required by this Section.

10. Waiver

The provisions of Sections 8 and 9 of this Part IV and of any other terms of the Rights Issue relating to
Restricted Shareholders may be waived, varied or modified as regards specific Shareholder(s) or on a
general basis by the Company in its absolute discretion. Subject to this, the provisions of Sections 8
and 9 of this Part IV supersede any terms of the Rights Issue inconsistent herewith. References in
Sections 8 and 9 of this Part IV and in this Section 10 of Part IV to Shareholders shall include
references to the person or persons executing a Provisional Allotment Letter and, in the event of more
than one person executing a Provisional Allotment Letter, the provisions of this Section 10 of Part IV
shall apply to them jointly and to each of them.

11. Taxation

Information on taxation in the United Kingdom in relation to the Rights Issue is set out in Section 11 of
Part XI (Additional Information) of this document. Information on taxation in the United States in
relation to the Rights Issue is set out in Section 12 of Part XI (Additional Information) of this document.
The information contained in Sections 11 and 12 of Part XI (Additional Information) of this document is
intended only as a general guide to the current tax position in the United Kingdom and the United
States. Qualifying Shareholders in the United Kingdom and United States should consult their own tax
advisers regarding the tax treatment of the Rights Issue in light of their own circumstances.
Shareholders who are in any doubt as to their tax position or who are subject to tax in any

other jurisdiction should consult an appropriate professional adviser immediately.

12. Structure of the Rights Issue

The Rights Issue has been structured in a way that is expected to have the effect of realising
distributable reserves approximately equal to the proceeds of the Rights Issue less the nominal value
of the New Ordinary Shares issued by the Company.

The Company and J.P. Morgan Cazenove have agreed to subscribe for ordinary shares in Newco.
J.P. Morgan Cazenove will apply the proceeds of issue received from Qualifying Shareholders and
renouncees and from acquirers of New Ordinary Shares not taken up by Qualifying Shareholders and
renouncees under the Rights Issue (less any premium above the Issue Price) to subscribe for
redeemable preference shares in Newco.

The Company will allot and issue the New Ordinary Shares to those persons entitled thereto in
consideration for J.P. Morgan Cazenove transferring its holdings of ordinary shares and redeemable
preference shares in Newco to the Company. Accordingly, instead of receiving cash consideration for
the issue of the New Ordinary Shares, the Company will own the entire issued share capital of Newco,
whose only asset will be the cash reserves representing an amount equal to the proceeds of the Rights
Issue. The Company should be able to access those funds by redeeming the redeemable preference
shares it holds in Newco or, alternatively, during any interest period prior to redemption, by procuring
that Newco lends the amount to the Company. The realisation of distributable reserves will facilitate
any potential return of capital to Shareholders by way of dividend.
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13. Times and dates

The Company shall, in its discretion and after consultation with its financial and legal advisers (and with
the agreement of the Joint Bookrunners), be entitled to amend the date that dealings in Nil Paid Rights
commence and amend or extend the latest date for acceptance under the Rights Issue and all related
dates set out in this document and in such circumstances shall notify the UK Listing Authority, and a
Regulatory Information Service and, if appropriate, Shareholders, but Qualifying Shareholders may not
receive any further written communication.

If a supplementary prospectus is issued by the Company two days or fewer prior to the date specified
in this document as the latest date for acceptance under the Rights Issue (or such later date as may be
agreed between the Company and the Joint Bookrunners), the latest date of acceptance under the
Rights Issue shall be extended to the date which is three Dealing Days after the date of issue of the
supplementary prospectus (and the dates and times of principal events due to take place following
such date shall be extended accordingly).

14. Governing law and jurisdiction

Except for the investor letter described above, which is governed by the law of the State of New York,
the terms and conditions of the Rights Issue as set out in this document and the Provisional Allotment
Letter (where appropriate) and any non-contractual obligation arising out of or related thereto shall be
governed by, and construed in accordance with, English law. The courts of England and Wales are to
have exclusive jurisdiction to settle any dispute which may arise out of or in connection with the Rights
Issue, this document or the Provisional Allotment Letter (where appropriate). By accepting rights under
the Rights Issue in accordance with the instructions set out in this document and, in the case of
Qualifying Non-CREST Shareholders only, the Provisional Allotment Letter, Qualifying Shareholders
irrevocably submit to the jurisdiction of the courts of England and Wales and waive any objection to
proceedings in any such court on the ground of venue or on the ground that proceedings have been
brought in an inconvenient forum.
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PART V

INFORMATION ON FIRSTGROUP

1. Introduction

FirstGroup is the parent company of an international surface-based passenger transport group,
incorporated in Scotland and its shares are currently quoted on the London Stock Exchange. The
Group operates principally in the UK and North America (including limited operations in the US/
Mexican border region), together with some minor activities in other European countries, including
Denmark and Ireland.

The Group has grown significantly over the past two decades, from a local bus service provider in
Aberdeen, to become the largest surface-based passenger transport group in the UK and North
America (based on revenue) with £6,900.9 million in gross revenue in FY 2013. FirstGroup maintains
leading positions in the UK as the largest passenger rail operator (based on revenue) and as one of
the largest bus operators (based on size of bus fleet). In North America, the Group is the largest
provider of student transportation (based on size of bus fleet), the only national provider of scheduled
intercity passenger coach transportation services and one of the largest private sector providers of
public transit management and contracting services in the US (based on revenue).

The Group currently operates through the following five divisions, which are diversified by geography,
customer base and mix of contract-backed and passenger revenue:

• First Student, which is the largest provider of student transportation in North America (based on
size of bus fleet), with approximately 30 per cent. of the outsourced student transportation market,
an average fleet size during FY 2013 of approximately 50,000 yellow school buses, carrying
approximately six million students per school day across 38 States in the US and eight provinces
and territories in Canada during FY 2013;

• First Transit, which is one of the largest private sector providers of public transit management and
contracting in North America (based on revenue), managing fixed route services on behalf of its
customers and providing shuttle bus services, paratransit operations and other light transit
activities, with a fleet of approximately 11,000 vehicles (owned and managed) in FY 2013. First
Transit is also one of the largest private sector providers of municipal vehicle fleet maintenance in
the US (based on revenue);

• Greyhound, which is the only national provider of scheduled intercity passenger coach
transportation services in the US and Canada, with an average fleet size during FY 2013 of
approximately 1,700 vehicles, providing passenger services to approximately 3,800 destinations.
During FY 2013, approximately 18 million passengers travelled approximately 5.5 billion miles with
Greyhound;

• UK Bus, which is one of the largest bus operators in the UK (based on size of bus fleet), with an
average fleet size during FY 2013 of approximately 7,400 buses (approximately 900 of which the
Group has agreed to sell as part of its disposal of substantially all of its London business),
operating around a fifth of local bus services, serving a large number of communities (including 40
of the UK’s largest towns and cities) and carrying approximately 2.5 million passengers per day
during FY 2013; and

• UK Rail, which is the largest rail operator in the UK (based on revenue), with approximately a
quarter of the UK’s passenger rail network, a portfolio of intercity, commuter and regional
franchises and one open access operator and carrying over 310 million passengers during
FY 2013.

Across its businesses, on average during FY 2013, the Group employed approximately 120,000
employees and, at 31 March 2013, managed a fleet of approximately 70,000 buses and coaches.
During FY 2013, the Group transported more than 2.5 billion passengers.

2. Strategy

FirstGroup’s objective is to provide sustainable, integrated transport services that are safe, reliable and
meet the needs of the customers and the communities served by the Group. The Board believes that
FirstGroup is well positioned to respond to and create value from two important developments that
continue to drive transport provision in its markets: continued urban growth, leading to increased
congestion, and the need for greater efficiency in the provision of passenger transport services. The
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Board believes that the transport services and solutions offered by the Group can form an integral part
of the response by local communities to these developments. Effective and reliable transport services
facilitate economic growth, and the needs of every local community are different. By harnessing all of
the knowledge, experience and expertise that exists in each of the Group’s five divisions on two
continents, and using it to deliver transport services that are responsive to the particular needs of local
communities, the Board believes that FirstGroup can deliver high quality and attractive services to its
customers, and gain a sustainable competitive advantage in its markets.

The Group’s strategy to create sustainable, long term value for Shareholders and other stakeholders is
based on a combination of operational excellence, organic growth, contract wins and renewals and
selective bolt-on acquisitions that deliver an attractive economic return. The Group’s drive for
operational excellence is focused on the sharing of best practice to deliver high quality services while
enhancing efficiency and reducing waste, and maintaining a well-invested but efficient asset base. The
Group’s scale, expertise and market leading positions give the Group opportunities to invest
organically and via selective bolt-on acquisitions to enhance growth, each of which the Group
rigorously assesses against its risk/returns criteria. An important part of the Group’s strategy for value
creation involves bidding for, winning and/or renewing, and then operating long-term contracts with its
customers. In many cases, the Group’s broad operating experience, credentials, financial strength and
focus on addressing the specific issues of the contracting organisation are critical to its success.

An important factor in delivering the Group’s strategy is the strength of its balance sheet. Since the
acquisition of Laidlaw in 2007, a substantial portion of which was debt-financed, the Group has sought
to reduce its leverage through various cost savings and productivity initiatives and has focused on
maximising cash generation, strengthening its balance sheet and disposing of non-core activities. The
Group has reduced its net debt to underlying EBITDA ratio from 3.3 times at 31 March 2009 to 3.0
times at March 2013. The Group is focused on further leverage reduction to increase its financial
flexibility and take greater advantage of investment opportunities in its divisions. The Group is also
committed to retaining its investment grade credit rating for its senior bonds, which it has maintained
since 2002. Losing investment grade status would be detrimental to the Group in terms of both the
increased cost of servicing its existing debt and the cost and availability of funding for future growth,
and the Board believes that it would have a negative impact on the Group’s perceived qualities as a
counterparty across its contracting businesses.

With such a diverse portfolio, the detailed strategy of each division within the Group will naturally vary
somewhat. The key strategic focuses for each of the Group’s divisions are set out below.

• First Student – the division is focused on contract retention and reducing contract churn in the
portfolio, with a target retention rate of more than 90 per cent.. The division is also reforming its
business model to enhance operating and financial performance.

• First Transit – the division continues to focus its core segments, which delivered strong growth
during the year. The division completed the sale of First Support Services, Inc., its military base
facility management business and continues to pursue further growth in its shuttle bus businesses
at airports and for universities.

• Greyhound – the division continues to transform its operating model, investing in technology,
infrastructure and network modernisation to offer customers attractive, affordable and reliable long
distance travel. The division also aims to continue to expand its Greyhound Express business.

• UK Bus – following the introduction of a new management team, the division aims to continue on
its programme to transform the business and equip it to deliver sustainable growth in revenue and
patronage. The division has repositioned its portfolio of operations through selected asset and
business disposals and continues to work through its plans to improve operating discipline and
efficiencies and create more effective partnerships with stakeholders.

• UK Rail – the division continues to focus on operating performance across its existing franchises,
while delivering major infrastructure and capacity upgrades in conjunction with its industry
partners. The division is poised to take part in the new franchising process set out by the DfT and
remains committed to retaining a leading position in the UK rail market, where it can utilise its
bidding and operational experience to deliver for customers and taxpayers and provide an
economic return for Shareholders.
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3. Key strengths of the Group

The Board believes that FirstGroup’s business has a number of key strengths which will assist
FirstGroup in its objective to create long term value for Shareholders and other stakeholders. These
include:

• diversity of portfolio – which helps to ensure the Group is not dependent on any one geographic or
customer market;

• scale and breadth of operations – which has allowed the Group to develop expertise in different
markets and regulatory regimes, and facilitates its ability to deliver transport solutions to meet local
needs;

• market leading positions in the UK bus and rail markets and in the student transportation, transit
and intercity coach markets in the US and Canada – which offer platforms to identify and develop
other opportunities for future growth;

• a clear focus on operational excellence – to improve the Group’s flexibility and financial
performance while continuing to provide high quality, attractive services that are safe, reliable and
meet the needs of customers and the communities the Group serves;

• a strong management team – that harnesses the in-depth knowledge and experience across the
whole Group to address the specific objectives of the Group’s local markets; and

• expertise in effective deployment of assets and people – because of the scale of FirstGroup’s
activities, employing and training professional, dedicated employees who are committed to the
Group’s customers and their safety, and procuring, deploying and maintaining a wide variety of
vehicle fleets and other physical assets, are both core skills of the Group.

4. History and development

The key events in the Group’s history and development since incorporation include the following:

1986 Following the 1985 Transport Act, which legislated for the deregulation of the UK local bus
market, Grampian Regional Transport Ltd was formed to own and manage Aberdeen council’s
bus fleet.

Badgerline Group plc, a company owned principally by its managers and employees, acquired
Badgerline Limited, which principally comprised the bus service activities of the National Bus
Company in the Bath, Bristol and Weston-super-Mare region.

1989 GRT Holdings plc, a company owned principally by its managers and employees, acquired
Grampian Regional Transport Ltd.

1993 Following the acquisition of a number of UK local bus operators, Badgerline Group plc was
floated on the London Stock Exchange.

1994 Following the acquisition of a number of UK local bus operators, the renamed GRT Bus Group
plc was floated on the London Stock Exchange.

1995 FirstBus plc was formed through the merger of the Badgerline Group plc and GRT Bus Group
plc. As well as several UK regional bus businesses, Badgerline Group plc also owned 24.5 per
cent. of Great Western Holdings Ltd, which at the time of the merger was bidding to win one of
the first round of rail franchises to be offered to private companies following the Railways Act.

1997 The Group’s UK Rail division was established following Great Western Holdings Ltd’s
successful franchise tender.

FirstBus plc entered the London bus market through the acquisition of CentreWest London
Buses Limited. The London bus business was enlarged through subsequent acquisitions.

FirstBus plc was renamed FirstGroup plc after the UK Rail division was established.

1998 FirstGroup acquired full control of Great Western Holdings Ltd.
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1999 FirstGroup expanded its operations into North America through two acquisitions: first, Bruce
Transportation, Inc., a US school bus operator based in New England, and second, the school
bus, transit management and maintenance businesses of Ryder System, Inc.. The Group
subsequently acquired a number of other school bus, transit and service companies in the US
and Canada.

2003 The UK rail division acquired GB Railways Group plc and began providing rail freight services.

The TransPennine Express rail franchise was awarded to a joint venture owned 55 per cent. by
FirstGroup.

2004 The ScotRail franchise was awarded to FirstGroup.

2005 FirstGroup’s First Capital Connect business was awarded the Thameslink rail franchise.

Enlarged Great Western rail franchise was awarded to FirstGroup.

2007 FirstGroup completed its acquisition of Laidlaw, at the time a holding company for the largest
provider of student transportation in the US, the only national provider of scheduled intercity bus
services in North America (through the Greyhound brand) and a major supplier of public transit
contracting services in North America, for US $3.6 billion (including transaction costs).
FirstGroup financed this acquisition through equity and debt finance.

The Group entered the deregulating German bus market with the acquisitions of three local
German bus companies.

2008 The ScotRail franchise was extended for three further years by Transport Scotland.

2010 The Group exited the rail freight services market following the disposal of GB Railfreight.

2011 The Group sold its German bus businesses.

The TransPennine Express franchise was extended for three further years by the DfT.

2012 The InterCity West Coast rail franchise was awarded to FirstGroup in August, then cancelled in
October due to the discovery of flaws in the way the DfT conducted the bidding process for the
InterCity West Coast franchise.

The ScotRail franchise was extended to March 2015 by Transport Scotland.

2013 The Group agreed to sell eight of the Group’s London bus depots (representing substantially all
of the Group’s London bus business), subject to the receipt of applicable regulatory approvals.

5. Industry Overview

Bus

United Kingdom

Outside London, the local bus market is deregulated, with most bus services being provided by private
bus operators. Historically, FirstGroup has operated in both this market and the contracted London bus
market (operating services under contract to TfL) but as highlighted in Section 4 of this Part V and
Section 10 of Part XI (Additional Information) of this document, it has recently agreed to sell
substantially all of its London bus business.

Outside of London, the licensing of bus operators and registration of bus services is the responsibility
of the Traffic Commissioner for the relevant area. Traffic Commissioners are appointed by the
Secretary of State for Transport and, in addition to their licensing functions, monitor and regulate
compliance by bus operators with bus service registrations and have the power to impose fines or even
reduce the number of vehicles that an operator can run in the case of licence breaches or failure to
operate in accordance with a service registration. Ultimately, the Traffic Commissioners have the
sanction of licence revocation.

Any operator holding a Public Service Vehicle Operator’s Licence can begin to run a new bus service
on providing 56 days’ notice to the relevant Traffic Commissioner. In Scotland, an additional 14 day
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notice period is required to be given to the relevant local authority. The CC, in its December 2011
Report into the local bus industry (the “CC Report”) recommended that this additional 14 day notice
period should also apply in England and Wales, although this has not yet been implemented.

The TA 2000 permits local authorities in England and Wales to use a franchising structure to provide
local bus services in their areas through the use of ‘quality contracts’, which could result in the
exclusion of operators other than the selected operator from running services on the affected route or
in the area covered by the quality contract. To date, no quality contract scheme has been
implemented.

The TA 2000 also permits local authorities to enter into statutory ‘quality partnerships’ with commercial
bus operators under which the authorities provide infrastructure improvements or facilities for bus
operators and impose service standards including frequencies, timings and maximum fares on a route.
Bus operators who do not comply with the requirements can be sanctioned by the Traffic
Commissioners, including being excluded from operating on that route.

There are a significant number of operators competing in the local bus market outside London. The CC
Report noted that there were 1,245 registered commercial bus operators outside of London although
five companies (Stagecoach, Arriva, Go-Ahead, National Express and FirstGroup) together accounted
for 69 per cent. of all services operated.

In 2011-12 in Great Britain, approximately 2.9 billion passenger journeys were made on local bus
services outside of London.

Revenue outside London is generated principally from fare-paying passengers. Operators also receive
payments from local authorities (or the national governments in Scotland and Wales) for concessionary
older and disabled passengers carried free of charge under national schemes. In some areas, local
authorities also subsidise student or child fares through payments to operators. Income may also be
generated through tendered services, where a local authority chooses to support a service that would
not otherwise be commercially viable. Such payments are usually made following a competitive bidding
process.

The DfT estimates that, throughout 2011/12, central and local governments in England spent around
£2.3 billion a year on bus-related revenue expenditure of which 38 per cent. was public transport
support (mainly payments to operators for supported services), 43 per cent. concessionary travel
funding and 19 per cent. Bus Service Operators Grant (see below). 36 per cent. of all journeys in
England outside of London were made by concessionary passengers during 2011-12 (Scotland: 34 per
cent., Wales: 44 per cent.).

In addition to spending on concessions, financial support for the industry is provided by the UK
government through the Bus Service Operators Grant. This is a grant paid to operators of eligible local
bus services which partially reimburses operators for fuel duty based on annual miles operated.
Additional payments are available for operators using low carbon buses and those using automatic
vehicle location and smart ticketing equipment. In addition to a 20 per cent. cut in the level of Bus
Service Operators Grant that was implemented in England in April 2012, the basis of payment of Bus
Service Operators Grant to operators in Scotland and Wales has been reformed. In England, there are
proposals to stop paying Bus Service Operators Grant directly to operators for services run under
contract to local authorities, with the Bus Service Operators Grant instead being paid to the local
authority and contract prices adjusted accordingly. This is likely to take effect later in 2013. Payment of
Bus Service Operators Grant may also be made directly to local authorities in ‘Better Bus Areas’ where
local authorities have committed to improve infrastructure and take other steps that will improve
operators’ efficiency and cost-effectiveness. From October 2013, Sheffield (an area in which the Group
operates bus services) will be the first Better Bus Area where Bus Service Operators Grant will
gradually devolve from operators to the local authority in return for such improvements. Other areas
may follow this lead.

North America

Greyhound is the only national provider of scheduled inter-city coach transportation in the US and
Canada. The inter-city coach transportation market in the US is generally lightly regulated in
comparison to the Group’s other operating divisions, although it is more heavily regulated in Canada.
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In particular, in the US, fares are not federally regulated and under federal law, states are also
prohibited from regulating the fares and schedules (including the withdrawal of service over any
interstate route) of interstate motor carriers of passengers. Limited US governmental assistance is
offered to operators in the US bus industry, in the form of grants which reimburse operators for
incremental spending on safety and security-related initiatives.

In the US and Canada, intercity coach transportation competes with many other modes of mid to long
distance travel, including a number of other coach operators, private cars as well as budget airlines.
The northeast of the US is the most dense travel corridor in the country and sees a highly competitive
intercity coach market competing with air and rail services. Between 1980 and 2006, the US bus
transportation industry declined by an average of 2.9 per cent. a year. From 2006 to 2012, the industry
grew between 5.1 per cent. and 9.8 per cent. a year.

UK Rail

The national railway system in Great Britain was privatised under the Railways Act. Rail tracks and
infrastructure (signalling and stations) are owned and managed by Network Rail, a company limited by
guarantee. Passenger rail services are primarily provided by private franchised TOCs through
franchises awarded by the relevant franchise authority, but may also be provided on an ‘open access’
basis (without obligation to any franchising authority). Total franchised passenger revenue in the UK is
currently over £7 billion per annum.

The passenger railway industry is principally regulated by the ORR. The ORR grants and enforces
licences with TOCs and Network Rail, regulates access to track, stations and depots and supervises
the access relationships between Network Rail, TOCs and others. As economic regulator, the ORR
also reviews, typically every five years, the access charges that Network Rail assesses against TOCs
for the operation, maintenance and improvement of the rail network. The ORR is also the industry
safety regulator.

Franchising process

TOCs bid for, and are awarded, franchises by the DfT, Transport Scotland (responsible for the ScotRail
franchise), the Welsh Assembly Government (which plays a role in any franchises that go through
Wales) and TfL (which awards the London Overground and Docklands Light Railway concessions and
will also be tendering the London Crossrail system, which is currently under construction). The Group’s
current franchises are:

• First Capital Connect – this franchise is due to expire in September 2013, but the DfT has
exercised its option to extend the franchise for a further 28 weeks. The Group is in discussions
with the DfT to extend the franchise to September 2014;

• First Great Western – this franchise is due to expire in October 2013, but the DfT has exercised
its option to extend the franchise for a further 28 weeks. The Group is in discussions with the DfT
to extend the franchise to July 2016;

• First TransPennine Express (through a joint venture with Keolis) – this franchise is due to expire
in April 2015 and the Group is in discussions with the DfT to extend the franchise to February
2016; and

• ScotRail – this franchise is due to expire in March 2015 and a new ten-year franchise is expected
to be competitively tendered by Transport Scotland in 2013-2014.

Further information regarding the Group’s current franchises is set out in Section 6 of this Part V.

The Group also owns 80 per cent. of an open access operator (First Hull Trains); the other 20 per cent.
is owned by two individuals.

A rail franchise is an obligation to run specified services within a specified area for a specified period of
time, in return for the right to charge fares and, where appropriate, to receive financial support from (or,
depending on the circumstances of the franchise concerned, the obligation to make premium payments
to) the franchising authority. Franchises are awarded on the basis of a competitive tendering process
which takes into account not only price, but also issues such as past performance, service
commitments and operational viability.
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Upon the award of a franchise, the franchisee is required to procure that a performance bond from a
suitable financial institution is in place for the duration of the franchise and for a certain period of time
thereafter. If there is material season ticket revenue, a season ticket bond is also required. The
purpose of the performance bond is to ensure that upon certain specified events occurring, including
the early termination of a franchise, the DfT has access to funds from a financial institution to settle any
outstanding liabilities or obligations of the franchisee, and to reimburse costs incurred by the DfT in
connection with the early termination of the franchise. The purpose of the season ticket bond is to
ensure that, if the franchisee were required to transfer the franchise to a successor operator which
would then be taking on the liability to honour season tickets, there is revenue available to the
successor in respect of the parts of the season tickets which have yet to be fulfilled. As at 31 March
2013, the Group’s aggregate liability under these performance bonds and season ticket bonds for all of
its rail franchises amounted to approximately £121.6 million and £69.2 million, respectively.

Franchise agreements

Upon being awarded a franchise, TOCs enter into a franchise agreement with the relevant authority.
Franchise agreements vary in their duration, but generally last from seven to ten years, with a
possibility of extensions. Franchise agreements contain high level service specifications, including
minimum service requirements such as service frequency, train lengths, maximum journey times and
stopping patterns. Franchise agreements typically also contain other commitments on the part of the
TOC, including undertakings in relation to investment in infrastructure, rolling stock and station
improvements. Service standards are monitored throughout the duration of the franchise and the
franchising authority has the power to require the relevant TOC to remedy any failure to comply with
the franchise agreement (including the relevant service specification). The Railways Act also includes
statutory enforcement powers, including the potential for civil fines and penalties and for breach of
enforcement orders to be more widely actionable as a breach of statutory duty.

The franchising authority has power to terminate the relevant franchise agreement prior to the end of
the franchise period upon the occurrence of an event of default. Broadly, the events of default are
similar in each of the franchises operated by the Group, and include (i) insolvency of the franchisee;
(ii) non-payment of amounts due from the franchisee under the franchise agreement; (iii) change of
control of the franchisee without the consent of the DfT or Transport Scotland (as applicable);
(iv) revocation of operating licences, breaches of law or breaches of certain financial ratios set out in
the franchise agreement, poor performance or safety issues or other material franchise agreement
contraventions; (v) the franchise performance bonds or season ticket bonds ceasing to be legal, valid
and binding; (vi) termination by the franchisee of any of the key contracts; and (vii) termination as a
result of an event of default of any other franchise agreement in respect of which the franchisee or any
affiliate is the franchisee (cross default).

Franchise agreements also contain a number of provisions that regulate and facilitate the handover of
a franchise from an incumbent franchisee to an incoming franchisee or other successor operator.
These are in addition to the UK Secretary of State for Transport’s and Scottish Ministers’ statutory
powers to make transfer schemes to transfer designated assets and contracts to an incoming
franchisee.

Financial framework of a franchise agreement

Under each franchise agreement, a TOC may pay a premium to, or receive a subsidy from, the
franchising authority. The level of premium or subsidy is largely fixed at the outset of the franchise
through the bidding process, usually with differing amounts bid in respect of each year. Typically the
premium increases (or subsidy decreases) over the duration of the franchise with forecast increases in
revenue. Therefore, if a TOC generates less revenue and/or incurs more costs than was predicted in
the financial model used in the bidding process, the TOC will incur losses. To provide some mitigation
against increased costs, franchise payments are generally indexed to RPI (as is the case with all the
Group’s franchises), subject to exceptions in respect of some fixed costs.

The flexibility of a TOC to raise fares is limited. Under franchise agreements, certain fares are
regulated, and the TOCs are not permitted to raise such fares in excess of defined limits. Fares are
allocated to a “fares basket” and the terms of the franchise agreement will restrict fare increases within
a given basket to an average of RPI + 1 per cent. although within that average, individual fares could
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be increased by as much as RPI + 6 per cent.. TOCs are free to set the level of unregulated fares, but
these fares usually have a close relationship with regulated fare levels to avoid pricing anomalies.

Certain franchise agreements also provide for revenue sharing or support by the UK government, the
so-called ‘cap and collar’ mechanism. If revenue earned by a TOC exceeds a certain amount specified
in the franchise agreement, the UK government can claim some of the excess as a revenue share (the
cap). On the other hand, if revenue is lower than forecast in the model, even though the TOC has run
the specified service to agreed performance criteria, then the UK government will make up some of the
shortfall (the collar). Below a specified level, up to 80 per cent. of the shortfall in revenue is subject to
this sharing/protection mechanism, and the arrangements typically become effective in the fourth year
of the franchise. Therefore, in the early years, the franchisee may keep all additional profits but also
assumes a greater commercial risk. This mechanism is designed to stabilise rail revenue during
periods of economic volatility, and was introduced because rail revenue is, to an extent, affected by a
number of external factors beyond the control of TOCs and the impacts are difficult to forecast several
years in advance at the time of the bidding for the franchise. The Group receives revenue support for
its First Great Western and First Capital Connect franchises.

In early 2011, in light of the fact that the majority of franchises required revenue support following the
2008 recession, the UK government proposed abandoning the cap and collar clauses in future
contracts, substituting a simple profit share provision in the event of higher than expected revenue,
meaning that the TOCs will be forced to share revenue if the franchise is more profitable than
expected, but will not be compensated if the franchise proves to be riskier than expected. Following its
2010 franchise review, the UK government proposed that the collar be replaced by a mechanism linked
to economic indicators, such as GDP. This has been subject to criticism in the recent West Coast
franchise process and the details of the mechanism (if any) to be applied in further franchises is still
awaited.

Under the franchise agreements, there is typically no process for costs sharing, and TOCs generally
bear the entire costs risk of the franchise, subject to the indexation of some payments and limited
protections in the case of certain defined change events (for example on regulatory charging reviews
or discriminatory change of law or where the UK Secretary of State for Transport risk assumptions
have been agreed as part of the bidding process).

Franchise agreements typically have mechanisms to enable the franchising authority to adjust the
specification or make other variations, with corresponding adjustments to the level of franchise
payments.

ATOC, an unincorporated association, was established to facilitate co-operation between TOCs and to
establish, provide administrative support for and run industry-wide inter-operator schemes
(implemented through multi-party agreements). Pursuant to an industry-wide clearance and settlement
of revenue scheme run by ATOC, TOCs make periodic payments to, and receive periodic payments
from, other TOCs with respect to passenger rail ticket sales. The amounts payable to/by TOCs with
respect to such ticket sales are determined by a revenue sharing mechanism based on route usage
models. Tickets sold by a TOC generate a commission that it retains, but that TOC must pay
commission on tickets sold by third parties for travel on its trains. There are mechanisms to manage
and share the risk of payment defaults.

Access to track and infrastructure

Anyone who wishes to operate trains in the UK over Network Rail track must have an ORR-approved
track access contract with, and make track access payments to, Network Rail. Network Rail charges
for access to track and infrastructure in order to enable Network Rail to recover the efficient costs of
operating, maintaining and renewing its network.

Track access contracts cover, amongst other things (i) access rights to the rail network held by the
TOC; (ii) conditions and obligations attached to those rights; (iii) compensation for not being able to
exercise those rights on a temporary basis; and (iv) the liability of the parties to each other in the event
of breach of contract. The main provisions of the contracts entered into by the TOCs are typically
similar although each contract will be tailored to the routes and related charges of a particular
franchise. Track access agreements also provide for a mechanism to compensate for the costs of
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operational issues and provide incentives to better performance between Network Rail and the TOC.
Net payments may be made or received by either party depending on the mix of good and bad
performances between them. The duration of the track access contracts usually, but not always,
matches the duration of the relevant franchise agreement. Each of the Group’s TOCs is a party to a
track access contract in respect of the rail franchise that it operates. Each of the Group’s track access
contracts with Network Rail matches the duration of the relevant franchise agreement.

Each TOC must also make arrangements for access to stations and light maintenance depots. This
may involve leasing facilities, usually from Network Rail, or entering into regulated access agreements,
usually either with Network Rail (for certain major stations) or with other TOCs to which the facilities
are leased. Such leases and access agreements are each typically in a standard form appropriately
tailored to the station and depot in question. Each of the Group TOCs are party to many such
contracts.

Rolling stock

TOCs typically lease rolling stock from rolling stock companies and other leasing companies. Such
rolling stock leases are on broadly similar terms. Franchise agreements can contain specific
requirements as to the implementation of new rolling stock within the life of a franchise.

Future

Following the cancellation of the award of a new InterCity West Coast franchise in October 2012, and
the suspension of franchising, a review of the rail franchising programme was commissioned by the UK
Secretary of State for Transport (the “Brown Review”). The Brown Review, while independent and not
binding on the UK government, reviewed, among other matters, the bidding process, the DfT’s
franchising capabilities, the terms of franchise agreements, profit sharing, defaults, the issue of
external macroeconomic (exogenous) revenue risk, capital requirements, bid metrics and change
mechanisms to ensure franchises can adapt to new opportunities and challenges, and sets forth a
series of recommendations in respect of changes needed “to set a clear and appropriate framework for
how passenger rail franchising should work”.

On 26 March 2013, the UK Secretary of State for Transport announced a new rail franchising
programme, with a detailed timetable for all rail franchise awards over the next eight years for which
the DfT is the responsible franchising authority. The new rail franchising programme is intended to
deliver on the recommendations of the Brown Review by staggering the award of the two principal
InterCity franchises, the InterCity West Coast franchise and the InterCity East Coast franchise, and by
ensuring that no more than three to four franchise competitions are held in a year. A number of the
existing franchises will be extended, and some of the franchises will be awarded directly to the current
TOCs holding such franchises. The table below summarises the timetable announced for the new
franchising programme:

Franchise (Operator)

Current
franchise

Expiry Date

Duration of franchise
extension and/or

Direct Award
Start date of

new franchise

Essex Thameside (c2c) May 2013 16 months Sep 2014

Thameslink (First Capital Connect*)

and Southern (merge to become

TSGN)

Sep 2013 (FCC)

and Jul 2015

(Southern)

12 months

(FCC) and n/a

(Southern)

Sep 2014 (FCC)

and July 2015

(Southern)

East Coast n/a n/a Feb 2015

Northern Apr 2014 22 months Feb 2016

TransPennine (TransPennine

Express*) Apr 2015 10 months Feb 2016

Great Western (First Great Western*) Oct 2013 33 months July 2016

Greater Anglia Jul 2014 27 months Oct 2016

InterCity West Coast (Virgin Trains) Nov 2014 29 months April 2017

London Midland Sep 2015 21 months June 2017

East Midlands (East Midlands Trains) Apr 2015 30 months Oct 2017

95



Franchise (Operator)

Current
franchise

Expiry Date

Duration of franchise
extension and/or

Direct Award
Start date of

new franchise

South Eastern (Southeastern) April 2014 50 months June 2018

Wales and Borders (Arriva Trains Wales) Oct 2018 n/a Oct 2018

South West (South West Trains) Feb 2017 26 months April 2019

Cross Country Apr 2016 43 months Nov 2019

Chiltern Dec 2021 n/a Dec 2021

* Current FirstGroup franchises

The DfT will either extend the existing franchises or negotiate direct awards with current operators of
franchises to roll out the franchising programme and stagger future competitions, as indicated in the
table above.

The duration of the new rail franchises will be determined by the circumstances and size of each
franchise; the initial term for most franchises will be around seven to ten years, with an option for a
three to five year extension based on performance, including passenger satisfaction.

The UK Secretary of State for Transport announced plans for the privatisation of the East Coast
franchise as a priority and the resumption of the competition for other rail franchises. The competition
for the Essex Thameside franchise was resumed, with an invitation to tender for a 15-year franchise to
be issued to the existing shortlisted bidders (which include the Group) in July 2013, with the intention to
award by April 2014. The TSGN franchise competition was resumed, with an invitation to tender to be
issued to the existing shortlisted bidders in September 2013, with the intention to award by May 2014.
There remains uncertainty as to the tender processes for future rail franchises and the detailed
commercial terms of both future franchises and the proposed extensions to existing franchises.

Finally, the UK government has established the Franchise Advisory Panel to provide the DfT with
independent advice on rail franchising.

Transit contracting and management

The transit contracting and management services market includes the provision of fixed route bus
services, paratransit bus services, airport, university and private shuttle services and transit system
management. Private transportation companies manage, operate, maintain and organise
transportation services under contract to customers including transit authorities, departments of
transportation, federal, state and local agencies, as well as private institutions. The North American
transit market is estimated to be worth US$22 billion per annum with approximately 30 per cent. in the
private outsourced sector, and the North American vehicle maintenance market is estimated to be
worth approximately US$3 billion, of which less than half is outsourced.

Fixed route and paratransit operations in the US are heavily regulated at the federal level because of
US Department of Transportation funding initiatives and subsidies provided to state and local transit
agencies. These requirements mean that public transit authorities and their contractors, including
FirstGroup, are regularly audited in accordance with state and federal standards.

Student transportation

Student transportation in North America is primarily within the purview of local school boards. School
boards receive their funding from state and local sources, including tax receipts, and their budgets for
all expenditure, including transportation, tend to be correlated to economic factors. It is estimated that
school boards operate approximately 64 per cent. of the over 500,000 school buses in North America,
with 36 per cent. outsourced to private operators. Some school boards that have chosen to solicit bids
from private operators for their school bus transportation contracts primarily award contracts based on
a public bidding process on the basis of the lowest “responsible” bid. Lowest responsible bids enable
school boards to consider factors other than price in awarding a bid, such as safety records and
initiatives, driver training programs, community involvement and quality of service. Some services
provided by private operators can be structured as management contracts under which the operator
manages the transportation for the school board and the board continues to own the school bus fleet
and facilities.
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In addition to school boards outsourcing student transportation (so called “conversion”), growth in the
student transportation market is driven by inflation–related escalators built into contracts and increased
school enrolments, which increase the number of routes to be driven for a given school.

Contracts in the student transportation industry are usually structured with fixed pricing, meaning that
the private operators bear cost risk. These contracts are typically three to five years in duration.

6. The Group’s operations

The Group’s portfolio of businesses are diversified geographically and by customer base. The Group’s
operations are structured in five divisions and the Group’s business model varies across its divisions,
with a balanced portfolio of contracted and non-contracted revenue, and varying degrees of regulation
and flexibility of cost bases across the divisions. Financial information on each division is set out in
Section 6 of Part VI (Operating and financial review) of this document.

(a) First Student

First Student is the largest provider of student transportation in North America, operating a fleet, which
is largely owned, of approximately 50,000 school buses on average during FY 2013, carrying
approximately six million students per school day during FY 2013. First Student operates
approximately 1,300 contracts in nearly 600 locations in 38 states in the US and in eight Canadian
provinces and territories.

First Student is focused on providing comprehensive solutions for student transportation, and offers
customised student transportation solutions that go beyond daily student transportation. Drawing on
what the Directors believe to be excellent service, knowledge and expertise, First Student provides
custom-designed transportation packages to suit clients’ goals and needs.

The Group has been driving efficiency improvements across the business as part of the division’s plan
to address performance and strengthen the operating model. This includes efforts to improve labour
productivity, enhance software systems and introduce improvements in working practices and cultures
in many areas. The division is on track to realise cost savings of $100 million, exceeding the original
target of US$65 million per annum. Compared with FY 2011, the division has reduced by 12 minutes
the average time spent on each preventative maintenance inspection, of which the division performs
over 200,000 a year. This is expected to improve productivity by more than 10 per cent., resulting in
ongoing cost efficiencies.

The Group targets a 90 per cent. retention rate for its existing contracts in First Student when these
come up for renewal. First Student achieved this target retention rate for the school year(s) 2011/2012.
First Student has won several awards, honours and distinctions. In 2012, First Student received the
NSTA Go Yellow, Go Green Award, NSTA’s Golden Merit and Distinguished Service Awards, among
others.

(b) First Transit

First Transit, Inc. is one of the largest private sector providers of public transit management and
contracting in North America. It manages fixed route services on behalf of its customers and provides
shuttle bus services, para-transit operations, call-centres for accessible transportation, transit
management and consulting services.

The business operates in approximately 240 locations in 39 US states, Puerto Rico, the US Virgin
Islands and four Canadian provinces, and carried approximately 317 million passengers during
FY 2013. During FY 2013, an average fleet of over 11,000 buses was operated and managed in
servicing over 270 contracts. Customers include transit authorities, federal, state, and local agencies,
and private institutions such as Texas State University and Princeton University. The Group targets a
90 per cent. retention rate for its existing contracts in First Transit when these come up for renewal.

Throughout FY 2013, First Transit won new business, including new contracts to provide fixed route
services and paratransit services and was awarded contracts at additional airports across the US. First
Transit remains the largest provider of university shuttle bus services and in FY 2013 it extended its
portfolio of business.
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First Transit’s focus is on delivering cost-effective and high quality services, and safety underpins First
Transit’s operations. FirstGroup America, Inc. won the National Safety Council’s Green Cross Award in
the spring of 2009, an honour awarded to just one organisation, from any industry, each year.

First Vehicle Services provides vehicle maintenance and transport support services in the US. It
operates in approximately 80 locations in around 20 US states, and on average during FY 2013 it
maintained approximately 38,500 vehicles and equipment. Customers for fleet vehicle maintenance
services include US cities and fire and police departments.

(c) Greyhound

Greyhound is the only national provider of scheduled intercity coach transportation services in the US
and Canada. Greyhound operates in 48 US states and ten Canadian provinces and territories. It
currently provides scheduled passenger services to approximately 3,800 destinations throughout the
US and Canada, carrying approximately 18 million passengers during FY 2013. Greyhound also
operates routes from southern US into Mexico through three operating subsidiaries. Greyhound serves
a diverse, value-oriented customer base, whose primary purpose is to visit friends and family.

Greyhound has partnerships with a number of independent bus lines across the US. These bus
companies provide complementary services to Greyhound’s existing schedules and link to many of the
smaller towns on Greyhound’s national route system. Boltbus, a joint operation with Peter Pan Bus
Lines, runs services to key city pair destinations in the northeast and northwest of the US. In addition,
passengers of Amtrak, an intercity passenger train service in the US, use Greyhound to make
connections to cities not served by rail on the Amtrak Thruway service. The fleet, which is largely
owned, comprised on average during FY 2013 approximately 1,700 buses.

Greyhound Express is an enhanced, non-stop city-to-city coach transportation service, offering
guaranteed reservations for a particular coach (unlike on other Greyhound services, where seating is
not guaranteed). Introduced in December 2010, Greyhound Express originates from major Greyhound
hubs, servicing approximately 900 city pair journeys. Greyhound Express has grown rapidly and now
represents more than 20 per cent. of Greyhound’s business. Some schedules on high frequency lanes
between urban locations have been converted to Greyhound Express services. The Group believes
that the strong feeder traffic from Greyhound’s national network allows Greyhound to create
sustainable new services, while minimising the cost of operating additional miles across the network.
The Group believes that this service is attracting users back to bus travel and encouraging a new
passenger demographic.

The Group is focused on continuing to make Greyhound a more modern and efficient network, while
delivering improved service quality at the same time. This includes reviewing Greyhound terminals
and, where appropriate, taking up opportunities to right size and relocate Greyhound’s properties to
more appropriate, accessible and convenient sites for passengers across the network. Greyhound in
Canada is undergoing a transformation and network modernisation programme, drawing on the
positive changes already made in the US; this transformation and network modernisation is almost
complete.

(d) UK Bus

The Group is one of the UK’s largest bus operators (based on size of bus fleet), with an average fleet
of approximately 7,400 buses (approximately 900 of which the Group has agreed to sell as part of its
disposal of substantially all of its London business) during FY 2013. It operates around a fifth of local
bus services and carried approximately 2.3 million passengers every day during FY 2013. The majority
of UK Bus’ operations are in urban areas, including 40 of the UK’s largest towns and cities, where the
bus can be an effective means of reducing traffic congestion. UK Bus’ areas of operation include
Greater Manchester, West and South Yorkshire, Greater Glasgow, Edinburgh, Aberdeen, Bristol and
South Wales. On 9 April 2013, the Company announced the sale of eight of the Group’s London bus
depots (representing substantially all of the Group’s London bus business), which is conditional on the
relevant regulatory approvals (see Section 13 of Part VI (Operating and financial review) and
Section 10 of Part XI (Additional information) of this document). UK Bus customers are diversified by
journey purpose with significant proportions using bus services for commuting – to work, school,
college or university – for shopping and for leisure purposes.
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As of 31 March 2013, UK Bus’ operations covered approximately 12 per cent. of the London market,
and approximately 20 per cent. of the deregulated market outside of London. Following completion of
the sale of eight of the Group’s London bus depots (representing substantially all of the Group’s
London bus business), UK Bus’ share of the London market will be significantly reduced.

UK Bus also operates Greyhound UK, which provides regular intercity coach services on routes
between Bristol and various destinations within South Wales.

UK Bus operates AirCoach in Ireland, connecting Dublin Airport with destinations around Dublin as well
as longer distance connections to Cork and Belfast. UK Bus also operates some yellow US-style buses
and has a fleet of coaches available for charter.

The Group was the provider of spectator bus and coach transport at the London 2012 Games,
providing buses for shuttle services and operating a network of express coach services.

(e) UK Rail

The Group is the UK’s largest passenger rail operator, with approximately 23 per cent. of the market,
carrying more than 310 million passengers during FY 2013 (an increase of approximately 50 million
passengers since 2007) across a diversified portfolio of long distance, regional and commuter routes.
UK Rail is the only operator to run every type of overground rail service in the UK, from high speed
intercity trains and overnight sleepers to local branch lines, regional commuter and open access
services.

Passenger rail franchises consist of First Capital Connect, First Great Western, ScotRail and First
TransPennine Express. The Group also operates First Hull Trains, a non-franchised open access
intercity passenger train operator running trains between London Kings Cross and Hull, the Croydon
Tramlink network, which it runs on behalf of TfL, and the Heathrow Connect service with Heathrow
Airport. Since 2006, the Group has invested over £650 million into the UK Rail franchises and all four
franchises have received more than 250 awards for performance, safety and service quality since
2006.

The First Great Western franchise operates commuter and intercity services from London Paddington
to Bristol, the South West of England and South Wales. First Great Western has one of the largest and
most complex rail networks in the UK, carrying around one and three quarter million passengers every
week during FY 2013 on approximately 9,000 services and calling at around 270 stations. First Great
Western is the only UK rail company to operate a “complete” service of high speed inter-city,
commuter, regional and sleeper services. First Great Western participates in six of the top ten
performing community rail partnerships across the UK, leading to improved passenger numbers across
branch lines, and a notable 85 per cent. growth on the Severn Beach line. In 2012, First Great Western
received the Customer Innovation and Service Excellence Award at the Rail Business Awards and the
Developing People Award (for the Operations Apprentice scheme) and the Innovation Award at the
Wales National Transport Awards. UK Rail continues to drive further improvements in performance,
and to introduce further capacity across the network, with major improvements to stations along the
route.

The First Great Western franchise is currently scheduled to expire in October 2013 but the DfT has
exercised its seven railway reporting period extension option to extend the franchise for a further
28 weeks. The Group is in discussions with the DfT in respect of an agreement to extend the franchise
to July 2016.

The First Capital Connect franchise operates approximately 7,000 services per week, transporting on
average approximately 150,000 people every day across London and the South East of England. First
Capital Connect is a key partner of Network Rail and TfL in the Thameslink Programme, a program
that seeks to significantly increase train capacity on one of Europe’s busiest stretches of railway, the
Thameslink route from north to south through central London. Some of First Capital Connect’s recent
achievements include the successful delivery of the initial stage of the Thameslink Programme,
providing the first 12-carriage services on the route in December 2011. First Capital Connect also
worked together with Network Rail and TfL to successfully extend the platforms at Blackfriars’ station
across the Thames, and completed a major re-development of Farringdon station, and a brand new
station building at West Hampstead Thameslink in December 2011. In 2012, First Capital Connect won
the National Rail Award for Safety.
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The Thameslink (First Capital Connect) franchise was due to expire in September 2013 but the DfT
has exercised its seven railway reporting period extension option to extend the franchise for a further
28 weeks and it will now expire on 1 April 2014. The Group is in discussions with the DfT to extend the
franchise to September 2014. The UK government has also announced plans to merge the Thameslink
(First Capital Connect) and Southern franchises to form a single TSGN franchise at a future date.

The ScotRail franchise operates 95 per cent. of commuter, intercity and regional train services in
Scotland under contract to Transport Scotland. ScotRail operated on average approximately 2,000 rail
services per day during FY 2013 and operates all but three of Scotland’s 344 passenger stations.
ScotRail completed approximately 83 million passenger journeys in FY 2013, an increase of
approximately 30 per cent. since the franchise started operating in October 2004. ScotRail is one of the
first TOCs to sign an alliance with Network Rail, delivering savings, including substantial cost
reductions on the upcoming Paisley Canal line improvements. ScotRail has won several awards,
including the 2012 Scottish Public Transport Operator of the Year award, and Rail Business Award for
Marketing, and will be operating services during the Commonwealth Games in 2014. ScotRail
continues to drive further improvement to performance levels and to invest in train refurbishments and
station enhancement to improve reliability, ensure safety, and deliver on comfort.

The ScotRail franchise is due to expire on 31 March 2015 and a new ten-year franchise is expected to
be competitively tendered by Transport Scotland in 2013-2014. The new ScotRail franchise will
exclude the sleeper services, which are being let as a separate franchise by Transport Scotland.

The Group owns 55 per cent. of the First TransPennine Express franchise; the other 45 per cent. is
owned by Keolis, a French private sector transport group. First TransPennine Express provides inter-
city train services on three main routes across the North of England and connects cities in the North
West of England to Yorkshire and the North East of England and Scotland. Passenger journeys have
increased by around 90 per cent. from approximately 13 million in 2004 to approximately 25 million in
FY 2013. In 2011, First TransPennine Express received the Train Operator of the Year award at the
Rail Business Awards and in 2012 First TransPennine Express received the Large Station of the Year
accolade at the National Rail Awards.

The First TransPennine Express franchise is due to expire in April 2015. The Group is in discussions
with the DfT to extend the franchise to February 2016.

All of these franchises currently have relatively low profit margins and their ability to pay dividends is
generally restricted to the lower of their retained profits and the amount permitted by liquidity ratios in
the franchise agreements.

The Group owns 80 per cent. of a small open access operator, First Hull Trains; the other 20 per cent.
is owned by two individuals. First Hull Trains was established in 2000. Based in Hull in the UK, First
Hull Trains currently provides 90 services a week between Hull and London, up to seven services per
day in each direction between London King’s Cross and Hull, and carried approximately
740,000 passengers in FY 2013.

In 2012, the Group launched a suite of technology solutions, including a mobile website with
geo-location technology providing customers with detailed information about station facilities, and a
smartphone ticketing app. The Group was also the first train operator in the UK to launch a customer
service based Twitter account which is operated by front line employees.

The rail re-franchising programme commenced by the DfT in August 2011 was placed on temporary
hold in October 2012. The UK government has taken steps towards re-starting its rail franchising
programme in March 2013 and published a revised timetable for re-letting franchises (including, upon
their expiration, the Group’s existing franchises) between 2013 and 2021, which is set out in Section 5
of this Part V. The Group is and expects to continue to be involved in bidding for some or all of these
franchises. Bidding activity is expected to be highly competitive and include bids from rail operators
based both in and outside the EU.

The Group is currently bidding for the Essex Thameside franchise and the TSGN franchise. Bidding for
the Essex Thameside and TSGN franchises is open only to the previously short-listed bidders, which
includes the Group. The Group has pre-qualified to bid for a light rail franchise in Dublin, with the
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franchise competition being run by the Irish Rail Procurement Authority. The Group was the only
operator to pre-qualify for all four of the rail franchises that had been tendered prior to the cancellation
of the InterCity West Coast franchise award and the subsequent revisions to the franchising timetable,
namely InterCity West Coast, Great Western, TSGN and Essex Thameside. The Directors believe that
this achievement reflects the depth of UK Rail’s strength and expertise in the rail market and the
Group’s track record of delivery and investment in UK Rail’s operations. However, the award to the
Group of the franchise for the InterCity West Coast line was cancelled by the DfT due to the discovery
of flaws in the DfT’s bid process unrelated to the Group’s bid, which resulted in lower anticipated
revenues in UK Rail. The Group has also submitted a pre-qualification document as part of the bidding
process for the franchise for the London Crossrail system, which is currently under construction.

The Group incurs and expects to continue to incur bidding costs in connection with each bid for a rail
franchise. The Group incurred costs of £0.6 million in FY 2011, £3.0 million in FY 2012 and
£15.1 million in FY 2013 in connection with the bidding for the Great Western, Essex Thameside and
TSGN franchises. The Group does not expect to be reimbursed for these costs. The Group incurred
costs directly in connection with the bidding for the InterCity West Coast franchise of £2.1 million in
FY 2011, £7.2 million in FY 2012 and £3.5 million in FY 2013, the majority of which have either been
recovered or are recoverable from the DfT.

(f) Other

The Group also operates passenger rail services in the Oresund region of Denmark through the
Company’s joint venture with Danish State Railways.

7. Competition

The international surface based passenger transportation markets are highly competitive, and all of the
Group’s businesses compete in terms of price and service. For a description of the Group’s
competition risks and principal competitors by sector, see Section 4 of Part VI (Operating and Financial
Review) and Section 1 of Part II (Risk Factors) of this document.

8. Employees

Given the Group’s scale of operations, the Group has a large number of employees. At 31 March 2013,
the Group had approximately 120,000 employees, the majority of which are represented by trade
unions.

• UK Bus employs approximately 22,000 people. Around 80 per cent. of UK Bus’ employees
are members of a trade union, predominantly Unite, but with significant representation by
other unions, including the National Union of Rail, Maritime and Transport Workers and
UNISON.

• UK Rail employs approximately 13,500 people, a significant proportion of whom are
represented by trade unions including the Associated Society of Locomotive Engineers and
Firemen, the National Union of Rail, Maritime and Transport Workers and the Transport
Salaried Staffs’ Association.

• The majority of First Student’s employees are drivers who work part-time and only during the
school year. A majority of First Student’s 59,500 employees are represented by trade unions,
the majority of which are represented by the International Brotherhood of Teamsters.

• The majority of First Transit’s approximately 17,500 employees are represented by trade
unions. The proportion of unionised staff is higher in heavy transit – First Transit’s fixed route
and paratransit contracts – than in other segments of the business. Fewer than 10 per cent. of
First Vehicle Services’ employees are represented by a trade union.

• Greyhound employs approximately 7,500 people, the majority of whom are represented by a
trade union, principally the Amalgamated Transit Union.

The Group maintains a regular dialogue with employees and representatives from trade unions. Most
operating companies in the UK have either an elected company council or, more typically, an
employee director on their boards. This principle extends to the Board where one member, currently
Mick Barker, is an employee director. Each division has its own information and consultation
arrangements and levels of employee involvement in the business differ. However, in the UK, the
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Group has worked with trade unions to set up a number of joint schemes, including workplace learning,
credit unions, national policies on assaults, drugs and alcohol, and the restructuring of Group pension
schemes.

The Group’s employees have access to learning and development programmes and are actively
encouraged to take advantage of these. All UK Bus’ drivers work towards a Scottish National
Vocational Qualification as part of their induction. In First Student, all drivers are required to undertake
a rigorous training programme before they can carry students. Each of Greyhound’s employees takes
part in a new customer service training programme. Customer service training is also central to
UK Bus’ drivers’ professional development. In addition, all UK Bus employees have access to lifelong
learning programmes through online facilities, with 85 per cent. also having access through local
learning centres.

9. Intellectual property

The Group’s copyright, trademarks, domain names, customer databases and other intellectual property
are important to its success. The Group takes appropriate action when necessary to protect each of its
trademarks and other intellectual property. The Group regards the “Greyhound” brand as a valuable
asset and regards the intellectual property in the “Greyhound” brand as material to the Group. The
“Greyhound” name and logo are registered trademarks in the UK, the EU, the United States and
Canada. The “First” name and logo are used to brand the Group’s business and are registered
trademarks in the UK, the EU, the United States and Canada. Except as set out above, the Group is
not materially dependent on any intellectual property rights.

10. Information technology

The Group operates a number of information and communication systems in order to support its
business. These information technology systems are either maintained in-house or by third-party
contractors and outsourcers, and support a wide range of operations, including safety, ticket issuing,
timetabling, finance and data processing. The Group has established disaster recovery plans in the UK
which seek to ensure that it can continue to operate its business in the event of an information
technology systems failure and the Group regularly reviews and updates these plans. The Group is in
the process of developing and testing similar disaster recovery plans in North America.

Within the UK Rail business, a number of the information technology systems that are used by the
Group are not owned or operated by the Company, rather they are industry-owned standard network
systems which TOCs are licensed to access.

11. Significant subsidiaries

The following table contains a list of the significant subsidiaries of FirstGroup as at the date of this
document (each of which is considered by FirstGroup to be likely to have a significant effect on the
assessment of the assets, liabilities, financial position and/or profits and losses of the Group):

Name

Country of
incorporation/

registered office
Percentage ownership

interest

UK local bus and coach operators
CentreWest London Buses Limited England 100
First Aberdeen Limited Scotland 100
First Beeline Buses Limited England 100
First Bristol Limited England 100
First Capital East Limited England 100
First Capital North Limited England 100
First Cymru Buses Limited England 100
First Devon & Cornwall Limited England 100
First Eastern Counties Buses Limited England 100
First Scotland East Limited Scotland 100
First Essex Buses Limited England 100
First Glasgow (No. 1) Limited Scotland 100
First Glasgow (No. 2) Limited Scotland 100
First Hampshire & Dorset Limited England 100
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Name

Country of
incorporation/

registered
office

Percentage ownership
interest

First Manchester Limited England 100
First Midland Red Buses Limited England 100
First Potteries Limited England 100
First Somerset & Avon Limited England 100
First South Yorkshire Limited England 100
First West Yorkshire Limited England 100
First York Limited England 100
Leicester CityBus Limited England 95

Northampton Transport Limited England 100
North American school bus operators
Cardinal Coach Lines Limited Canada 60
First Canada ULC Canada 100
First Student, Inc United States 100

Transit contracting and fleet maintenance
First Transit, Inc. United States 100
First Vehicle Services, Inc. United States 100

North American coach operators
Americanos USA, Inc. United States 100
Greyhound Lines, Inc. United States 100
Greyhound Canada Transportation ULC Canada 100

Rail companies
First Capital Connect Limited England 100
First Greater Western Limited England 100
First/Keolis TransPennine Limited England 55
First ScotRail Limited Scotland 100
Hull Trains Company Limited England 80

12. Principal investments

As at 31 March 2011 and 31 March 2012, the Company’s principal investments were a 30 per cent.
holding in DSBFirst, a joint venture in Denmark with Danish State Railways, and a six per cent. interest
in the ordinary share capital of Prepayment Cards Limited, a company incorporated in Great Britain
and registered in England and Wales. In each of FY 2011 and FY 2012, the Company recorded a
provision for impairment in respect of its investment in Prepayment Cards Limited, equal to the full
value of that investment. As at 31 March 2013 (the date of the Company’s latest audited financial
statements), the Company’s only principal investment was its 30 per cent. holding in DSBFirst. In FY
2013, the Company recorded a provision for impairment in respect of its investment in DSBFirst, equal
to the full value of that investment.

13. Property, plant and equipment

The Group owns a wide variety of assets across its businesses, including depots, maintenance
facilities, terminals, bus stations and offices, and its range of different vehicle fleets consists of around
70,000 vehicles. The Group holds all of its rolling stock and some of its buses and other passenger
carrying vehicles under hire-purchase contracts and finance leases. As at 31 March 2013, of the
Group’s UK bus fleet, 77.2 per cent. was owned and 22.8 per cent. was leased, whereas in First
Student and Greyhound, 17 and 14 per cent. of buses were leased (respectively) and 83 and 86 per
cent. were owned (respectively). The rest of the Group’s passenger carrying vehicles are owned by
various Group companies.

Various companies in UK Rail are tenants under leases of 658 railway stations, 18 railway depots and
82 miscellaneous properties (such as crew accommodation on third party stations). These are
generally short term leases. A number of companies in UK Bus are tenants under leases of 162 bus
stations, depots and miscellaneous properties (such as offices or driver accommodation, among other
things). Other companies in UK Bus own 75 freehold sites which are used as bus stations and depots.
Various of the Group’s US subsidiaries are tenants under leases of 1,736 properties and own 544
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freehold properties. In addition, the Group in the form of other subsidiary non-operating companies
owns four properties and leases 11 miscellaneous properties, including principal administrative sites
across the United Kingdom. There are three principal administrative locations in the United States and
Canada, these leases are held in the names of the US subsidiaries and are included in the relevant
numbers above. There are four principal administrative offices in UK Rail held in the names of these
subsidiaries and included in the relevant numbers above. Principal administrative offices for UK Bus
are shared and thus held in the name of the Group and included in the numbers above.

These figures are those known as at 15 May 2013. Following completion of the London disposal, UK
Bus will comprise 73 freehold and 155 leasehold bus stations, depots and miscellaneous properties
with the Group having four owned and 12 leased properties.

The total of the current property portfolio is thus 3,290 owned and leased properties, which will reduce
to 3,283 properties post the London disposal. These figures have been obtained from various
databases held across the business and are as accurate as can be determined. The actual number of
leases may vary to the number of leased properties shown above as in some instances there may be
more than one lease applicable to a property due to the nature or type of occupancy.

Land and
buildings

£m

Passenger carrying
vehicle fleet

£m

Other plant
and

equipment
£m

Total
£m

Cost

At 1 April 2011 536.5 2,565.2 596.7 3,698.4
Subsidiary undertakings disposed of (2.8) (4.0) (0.6) (7.4)
Additions in the year 15.6 202.7 105.2 323.5
Disposals (41.6) (72.1) (23.8) (137.5)
Transfers — 11.3 (11.3) —
Reclassified as held for sale — (77.6) — (77.6)
Foreign exchange movements (0.4) (1.8) 0.1 (2.1)

At 31 March 2012 507.3 2,623.7 666.3 3,797.3
Additions in the year 12.6 249.3 108.2 370.1
Disposals (22.5) (96.6) (25.7) (144.8)
Reclassified as held for sale (25.5) (96.7) (3.3) (125.5)
Foreign exchange movements 12.7 89.6 10.7 113.0

At 31 March 2013 484.6 2,769.3 756.2 4,010.1

Accumulated depreciation and impairment

At 1 April 2011 75.0 1,231.6 308.9 1,615.5
Subsidiary undertakings disposed of (0.3) (2.0) (0.4) (2.7)
Charge for year 12.0 220.3 95.8 328.1
Disposals (3.1) (70.1) (14.5) (87.7)
Transfers — (24.0) 24.0 —
Reclassified held for sale — (61.6) — (61.6)
Foreign exchange movements (0.1) (0.5) — (0.6)

At 31 March 2012 83.5 1,293.7 413.8 1,791.0
Charge for year 11.3 217.9 135.5 364.7
Disposals (2.7) (92.8) (17.3) (112.8)
Reclassified as held for sale (4.7) (64.7) (1.8) (71.2)
Impairment 5.6 3.7 — 9.3
Foreign exchange movements 2.1 42.5 6.9 51.5

At 31 March 2013 95.1 1,400.3 537.1 2,032.5

Carrying amount

At 31 March 2013 389.5 1,369.0 219.1 1,977.6

At 31 March 2012 423.8 1,330.0 252.5 2,006.3

At 31 March 2011 461.5 1,333.6 287.8 2,082.9

104



For FY 2013, an amount of £14.3m (FY 2012: £17.1m; FY 2011: £13.4m) in respect of assets under
construction is included in the carrying amount of property, plant and equipment.

At 31 March 2013 the Group had entered into contractual capital commitments amounting to £167.6m
(31 March 2012: £161.6m; 31 March 2011: £148.8m), principally representing buses ordered in the
United Kingdom and North America.

Property, plant and equipment held under hire-purchase contracts and finance leases are analysed as
follows:

2013
£m

2012
£m

2011
£m

Passenger carrying vehicle fleet – cost 607.3 494.1 349.2
– depreciation (128.4) (113.8) (80.9)

Net passenger carrying vehicle fleet 478.9 380.3 268.3
Other plant and equipment – cost 4.4 4.4 4.4

– depreciation (2.7) (2.6) (2.5)
Net other plant and equipment 1.7 1.8 1.9

Total net book value 480.6 382.1 270.2

The title to the assets held under hire-purchase contracts and finance leases is held by the lenders.

There are currently no environmental or health and safety issues which will materially affect the
Group’s use of the assets described above.
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PART VI

OPERATING AND FINANCIAL REVIEW

The following discussion of the Group’s financial condition and results of operations should be read in
conjunction with the historical consolidated financial statements of the Group as of and for the three
years ended 31 March 2011, 2012 and 2013 (also referred to herein as the “periods under review”) and
related notes, incorporated by reference or included elsewhere in this Prospectus. The consolidated
financial statements are prepared in accordance with IFRS as adopted for use in the EU, as set out in
Part XII (Financial Information relating to the Group) of this document.

The following discussion contains forward-looking statements that reflect the Group’s plans, estimates
and beliefs, and involves risks and uncertainties. The Group’s actual results could differ materially from
those discussed in these forward-looking statements. Factors that could cause or contribute to these
differences include, but are not limited to, those discussed below and elsewhere in this Prospectus,
particularly in Part II (Risk Factors) of this document and paragraph four relating to forward-looking
statements in the section entitled “Important Information”.

References below to “FY 2011”, “FY 2012”, “FY 2013”, “FY 2014” and “FY 2015” are to the financial
years ended 31 March 2011, 31 March 2012, 31 March 2013, and financial years ending 31 March
2014 and 31 March 2015, respectively. The results for FY 2013 include the results of the UK Rail
division for the year to 31 March 2013 and the results of all other divisions for the 52 weeks ended
30 March 2013. The results for FY 2012 include the results of the UK Rail division for the year to
31 March 2012 and the results of all other divisions for the 53 weeks ended 31 March 2012. The
results for FY 2011 include the results of the rail businesses for the year to 31 March 2011 and the
results of all other businesses for the 52 weeks ended 26 March 2011.

The financial information presented in a number of tables in this Operating and Financial Review has
been rounded to the nearest whole number or the nearest decimal. Therefore, the sum of the numbers
in a column may not conform exactly to the total figure given for that column. In addition, certain
percentages presented in the tables in this Operating and Financial Review reflect calculations based
upon the underlying information prior to rounding, and, accordingly, may not conform exactly to the
percentages that would be derived if the relevant calculations were based upon the rounded numbers.
We refer to percentages in this Operating and Financial Review as “%”.

1. OVERVIEW

FirstGroup is the parent company of an international surface-based passenger transport group. The
Group operates principally in the UK and North America (including limited operations in the US/
Mexican border region), together with some minor activities in other European countries, including
Denmark and Ireland.

The Group has grown significantly over the past two decades, from a local bus service provider in
Aberdeen, to become the largest surface-based passenger transport group in the UK and North
America (based on revenue) with £6,900.9 million in revenue in FY 2013. FirstGroup maintains leading
positions in the UK as the largest passenger rail operator (based on revenue) and as one of the largest
bus operators (based on size of bus fleet). In North America, the Group is the largest provider of
student transportation (based on size of bus fleet), the only national provider of scheduled intercity
passenger coach transportation services and one of the largest private sector providers of public transit
management and contracting services in the US (based on revenue).

On 9 April 2013, FirstGroup announced the sale of eight of its London bus depots (representing
substantially all of the Group’s London bus business), which is conditional on the receipt of applicable
regulatory approvals.

2. CURRENT TRADING AND PROSPECTS

The Group’s revenue increased 7.5% from FY 2011 to FY 2013, reflecting principally an increase in
revenue in the UK Rail division (due primarily to higher passenger receipts and higher subsidy
receipts) and the First Transit division (due primarily to net contract wins). All divisions (other than UK
Rail) also benefited in revenue terms from the extra week of trading in FY 2012. The increase in
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revenue over the period was partially offset by a decrease in revenue in the First Student division,
principally due to constraints on school budgets and increased pricing pressure in the periods under
review, as well as harsh weather conditions in FY 2013. The Group’s operating costs before (loss)/
profit on disposal of properties increased 9.6% from FY 2011 to FY 2013, reflecting principally
increased operating costs in UK Rail in FY 2013, which was primarily due to increased franchise
payments, as well as higher rolling stock and track and station access charges largely at the ScotRail
franchise as a result of a change in the charging mechanism. Overall, the Group’s operating profit
decreased 33.3% from FY 2011 to FY 2013.

In the near term, the Group expects to improve First Student’s contract retention through a
combination of initiatives to improve service quality and organic growth in routes. Moreover, the Group
expects to continue its efficiency initiatives by standardizing its operating processes and procedures
and improving its IT systems. As a result, the Group expects the division’s costs to increase at a lower
rate than its revenue increase.

The Group expects continued resilience in the First Transit division in the near term as a result of new
business wins. While the Group continues to identify cost savings in the division, it expects these
savings to be offset by inflationary and volume related increases in operating costs (primarily employee
costs).

In the Greyhound division, the Group is focused on improving its operating performance, including
through the expansion of its Greyhound Express business and TRIPS. The Group expects the
division’s revenue and underlying EBITDA to increase slightly in the short and near term primarily due
to a combination of improvement in average load per bus, increasing passenger numbers (primarily in
Greyhound Express) and an increase in charges for ancillary services (such as terminal fees). The
Group’s expects operating costs of the division to increase at below the rate of revenue growth due to
a larger proportion of revenue being generated from services that incur limited additional cost; the
Group expects the increases to be related to cost inflation.

In the UK Bus division, the Group expects the division’s underlying EBITDA to decline in the short and
near term primarily as a result of continued pressure on margins and a general increase in operating
costs in line with inflation, a reduction in government grants, partially offset by cost saving measures.

The UK Rail division’s revenue is dependent on winning new franchises and the retention of the
existing franchises currently being negotiated. The Group is currently in discussion for further
extensions of First Capital Connect, First Great Western and First TransPennine Express franchises to
September 2014, July 2016 and February 2016, respectively. The Group expects Network Rail costs to
increase in line with Government direction for station and track operations and maintenance. The
Group also expects employee costs to increase in line with inflation, and fuel costs to increase due to
additional vehicle miles impacted by hedging of diesel fuel.

The Group expects its capital expenditures to remain closely aligned with its growth strategy,
increasing to reflect the growth and refurbishment of the bus fleet to support higher contract retention
as well as to comply with applicable regulations, investment in IT as part of improving its level of
service, efficiency, and commitments under UK Rail franchises. Over the next four years the Board
intends to invest approximately £1.6 billion in its divisions to continue funding the operational
transformation plans already under way, which will be financed from the Group’s existing cash
resources, future cash generated from operations, and a portion of the proceeds of the Rights Issue
(see “Further investment in the Group’s business” in the Letter from the Chairman of this document).

As a result of revisions to IAS 19, which were implemented by the Group effective 1 April 2013, for FY
2014, the comparative results for FY 2013 will be restated. The effect of the change on FY 2013 results
will be to reduce operating profit by £59.6 million to £146.1 million. This is a non-cash charge, which
does not impact net assets. In addition, as a result of the auto-enrolment provisions in the UK Pensions
Act 2008, the Group expects to incur an additional £4.5 million in compulsory employer contributions in
FY 2014.
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3. SEGMENTS

The Group currently operates through five operating divisions: First Student, First Transit, Greyhound,
UK Bus and UK Rail – which are diversified by geography, customer base and a mix of contract-
backed and passenger revenue. The Group manages these divisions separately in line with the
services that they provide and the geographical markets in which they operate.

First Student provides student transportation in the United States and Canada. First Transit provides
public transit management and contracting services, including managing fixed route services on behalf
of its customers, providing shuttle bus services, paratransit operations and other light transit activities
in the United States and Canada, as well as vehicle maintenance and ancillary support services in the
United States. Greyhound provides national scheduled intercity coach transportation in North America.
UK Bus provides bus services in the United Kingdom. UK Rail operates passenger rail networks in the
United Kingdom.

4. SIGNIFICANT FACTORS IMPACTING RESULTS OF OPERATIONS

Economic, political and other conditions affecting the markets in which the Group operates

As is typically the case in the passenger transportation industry, the Group is affected by changes in
economic conditions in the markets in which it operates. Unfavourable economic conditions, such as
the absence of, or below-trend, growth in gross domestic product, government austerity measures,
high unemployment rates, constrained credit markets, reduced consumer confidence, increased
business operating costs and decreases in relative disposable incomes generally lead to reduced
travel by both leisure and business passengers, which has had an impact across the Group. A general
reduction in economic activity also makes it more difficult across the Group to raise fares or other
charges to offset increases in fuel, labour or other operating costs. Almost all of the Group’s operations
are in the United States, Canada and the United Kingdom. The United States and the United Kingdom,
in particular, have experienced significant economic dislocations since the global economic crisis,
which continue in a number of geographic regions in both countries. UK Bus’ portfolio of operations is
weighted towards the North of England, where the recent recession was deeper and more prolonged
than the South of England, which affected UK Bus profits.

Adverse economic conditions have led to reduced spending by governments (whether national, state,
local, municipal or otherwise) on public passenger transit, which affects the Group’s First Student and
UK Bus divisions in particular. For First Student, whose revenue is largely determined by the number
and length of the student transportation routes it serves, reduced government spending has resulted in
decisions by local school boards to reduce or eliminate certain routes or to forgo introducing new or
additional routes. This has led to the division experiencing reduced or no revenue growth under some
of its existing contracts. In UK Bus, reduced UK government spending resulted in reductions in
government subsidies for passenger transport (including in England fuel subsidies for bus operators),
which adversely affected divisional revenue, principally outside London.

Political developments in or affecting the markets in which the Group operates could also have an
adverse impact on demand for the Group’s services and its operations. Some services that First
Transit provides to state and local governments are paid for, in part, by the federal government’s
transportation grants, which could be affected by changes in spending priorities. UK Bus has been
affected by the reductions in spending on reimbursement for concessionary travel by local authorities
and reforms to Bus Service Operators Grant.

Other external conditions, including severe or prolonged adverse weather conditions, can also impact
the Group’s results. For example, operating profit at First Student was adversely affected by school
closures in FY 2013 resulting from disruptions in the US on the eastern seaboard and parts of the
Midwest and also in Eastern Canada caused by Hurricane Sandy.

Contracts and franchises

First Transit; First Student; the London operations of UK Bus, a minority (by value) of UK Bus services
outside London; and UK Rail derive the majority of their revenue from contracts or franchise
arrangements. For each of these other than UK Rail, the Group is not directly exposed to passenger
volume-based revenue risk as a result of fixed payment for the provision of a service regardless of
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passenger numbers. For UK Rail, any adverse effects of reduced passenger volumes may be offset as
a result of the franchise benefitting from a revenue support mechanism. Accordingly, the Group’s
results of operations are dependent in large part on its ability to win and retain contracts and
franchises. Many of the Group’s contracts and all of its UK Rail franchises are re-tendered anew upon
their expiration.

• First Student operates primarily on the basis of contracts awarded by school boards, which
provide for fixed payments based on the number and length of routes. Contracts are typically
three to five years in duration. Key determinants of revenue are the retention rate for existing
contracts and the Group’s ability to win new contracts. A key goal of the Group is to maintain
a high retention rate and thereby avoid churn as contracts come up for renewal. The Group
also seeks to increase revenue through expansion or addition of routes within existing
contracts, as well as by adding new districts (including through bolt-on acquisitions of other
private sector student transport providers). New contracts may reflect awards of routes
formerly operated by competitors or “conversions” to the private sector (in effect, outsourcing
of student transport by the relevant school district). First Student also provides some charter
services that are separate from scheduled school runs, on an ad-hoc basis, where revenue is
based on contracts, but these are typically of limited duration and scope.

• First Transit operates on the basis of contracts awarded by private parties and various
government bodies, including at the local, state and federal level, which typically provide for
fixed payments for the provision of transportation and fleet management services. Key
determinants of revenue are the retention rate for existing contracts and the Group’s ability to
win new contracts.

• The London operations of UK Bus and a minority (by value) of UK Bus services outside
London, generate revenue from contracts. On 9 April 2013, FirstGroup announced the sale of
eight of its London bus depots (representing substantially all of the Group’s London bus
business), which is subject to applicable regulatory approvals. Almost all of the remaining UK
Bus revenue is tied to passenger volumes (excluding fuel subsidies, concessionary fare
reimbursements and certain subsidised routes) and will be subject to the factors described
below in “Passenger demand”.

• UK Rail, the largest contributor to the Group’s revenue, operates primarily on the basis of
franchises awarded by the DfT and Transport Scotland. Accordingly, UK Rail revenue is
almost entirely dependent on the Group’s ability to win and retain franchises – which are put
out for competitive tender on a staggered schedule – and the terms of the corresponding
franchise agreements. During the duration of a rail franchise, the Group’s revenue depends
on passenger volume, although the revenue support mechanism in the Group’s current rail
franchises mitigates some of the revenue risk.

All of UK Rail’s existing franchises are due to expire within the next two years. The DfT has
exercised its extension option in the First Capital Connect, First Great Western and First
TransPennine Express franchises to extend each for 28 weeks. UK Rail and the DfT are in
discussion for further extensions of the franchises to September 2014, July 2016 and February
2016, respectively. The DfT put the rail re-franchising programme on hold in the autumn of 2012
and re-commenced it in March 2013, when it issued a detailed timetable for all rail franchise
awards over the next eight years. In March 2013, the DfT re-opened the TSGN and Essex
Thameside franchises for tender by the bidders who pre-qualified, including the Group, stating that
it intends to award these franchises in April-May 2014. The Group has been and expects to
continue being involved in bidding for some or all of these franchises. Bidding activity is expected
to be highly competitive and this will include bids from rail operators based both in and outside the
EU.

The Group is currently bidding for the Essex Thameside franchise and the TSGN franchise. The
Group has also submitted a pre-qualification document as part of the bidding process for the
franchise for the London Crossrail system, which is currently under construction. The Group has
pre-qualified to bid for a light rail franchise in Dublin, with the franchise competition being run by
the Irish Rail Procurement Authority. The Group intends to bid for some or all of the other
franchises set out in the DfT’s timetable when the bidding for such franchises opens.

The Group incurs and expects to continue to incur bidding costs in connection with each bid for a
rail franchise. The Group incurred costs of £0.6 million in FY 2011, £3.0 million in FY 2012 and
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£15.1 million in FY 2013 in connection with the bidding for the Great Western, Essex Thameside
and TSGN franchises. The Group does not expect to be reimbursed for these costs. The Group
incurred costs in connection with its bid for the InterCity West Coast franchise of £2.1 million in FY
2011, £7.2 million in FY 2012 and £3.5 million in FY 2013, which have either been recovered or
are recoverable from the DfT.

In common with the majority of other rail franchises, the Group’s existing franchises pass on
passenger revenue risk to the Group, subject to revenue support/profit sharing mechanisms in the
event of materially lower or higher than expected passenger revenue. If passenger revenue
achieved by UK Rail under a particular franchise exceeds an agreed target level, the Group is
required to return a share of the additional revenue to the relevant franchising authority;
conversely, if UK Rail does not achieve agreed target revenue, the Group receives revenue
support.

The ScotRail franchise ends on 31 March 2015. Transport Scotland has indicated that bidding for
the new ScotRail franchise will commence in the summer of 2013, with the award being notified in
the summer of 2014. The ScotRail franchise is subject to revenue support/profit sharing
mechanism with Transport Scotland.

In addition, the Group’s results of operations are dependent upon its performance under its contracts
and franchises. In winning contracts and franchises, the Group makes certain bid assumptions,
including assumptions as to underlying economic growth, inflation, the term of the contracts or
franchises, the passenger revenue potential (in the case of UK Rail franchises) and the costs that it will
incur in providing the services under the contracts and franchises. If the Group is unable to realise
projected passenger revenue (to a greater or lesser extent, depending on the contract or franchise); is
unable to achieve sufficient scale of operations; experiences higher-than-expected operating or capital
costs; or any other assumption proves to be materially inaccurate, the requirement that the Group must
nevertheless perform under the related contract or franchise could have a negative impact on the
Group’s results of operations.

Passenger demand

For Greyhound (where passengers purchase tickets either for a journey or, in the case of Greyhound
Express, its enhanced, non-stop city-to-city service, offering guaranteed reservations for a particular
coach) and the majority of UK Bus operations, namely outside London, revenue is principally driven by
the number of fare-paying passengers each business can attract. In addition, UK Rail owns 80% of
First Hull Trains, a small open access operator of passenger services that operates on the East Coast
Main Line within “gaps” in the franchised timetable pursuant to network access agreements with
Network Rail, and therefore generates revenue based on passenger demand.

Passenger demand depends on the Group’s ability to provide competitive services that meet customer
requirements for routes reliably and punctually, as well as on other factors that will impact customer
ridership levels generally. In particular:

• In the case of Greyhound, the Group seeks to expand Greyhound Express and build on its
national network by adding service, including between new city pairs, and to generate
incremental revenue from the provision of ancillary services, such as catering, and from
provision of services such as package express services and charter and tour organisation.

• The UK Bus division emphasises locally focused service planning and tailored solutions,
including network redesign, partnerships with local authorities, and locally customised fare
structures and promotional fares.

• First Student seeks to generate incremental revenue over and above contracted services from
charter services, which will be a function of meeting customer demand.

Staff costs

Staff costs are the largest operating cost for the Group, comprising 46.3%, 46.1% and 42.9% of
operating costs in FY 2011, FY 2012 and FY 2013, respectively. The Group’s work force is highly
unionised. A majority of First Student’s 59,500 employees, the majority of First Transit’s 17,500
employees, the majority of Greyhound’s 7,500 employees, approximately 80% of UK Bus’ 22,500
employees and a significant proportion of UK Rail’s 13,500 employees are represented by unions.
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Numerous collective bargaining or similar agreements cover the Group’s employees and are subject to
periodic renegotiation at various dates. All of the Group’s agreements are subject to local bargaining,
either by location (as in the case of First Student) or by operating company (as in the case of UK Bus
and UK Rail). The terms and conditions of existing or renegotiated agreements, and the impact of
settlements on wage and hour claims, could increase the Group’s costs or otherwise affect its ability to
fully implement future operational changes to enhance its efficiency and performance.

Three separate “class actions” have been brought against First Transit in California for an alleged
failure to pay employees for legally mandated rest breaks. In February 2013, First Transit reached an
in-principle US$13.5 million settlement in respect of these class actions. The final terms of this
settlement remain under negotiation, but include a reversion clause whereby any portion of the total
US$13.5 million amount not claimed by the class will revert to First Transit (subject to a minimum
payment by First Transit of 60% of the total class settlement amount). The final terms of the settlement
must be approved by the court. The Group has made full provision in the FY 2013 financial statements
in respect of this settlement.

Transformation initiatives

Largely in response to macro-economic conditions, the Group has engaged in reforming its operating
model to increase operational efficiency and provide a firmer platform for growth, with a particular focus
on the UK Bus, First Student and Greyhound divisions. While these efforts are Group-wide, the five
divisions are at different stages of implementation.

• UK Bus. In response to challenging trading conditions as a result of reduced economic
activity in major urban areas where the division operates, increased fuel costs and reduced
UK government funding, the division has undertaken a series of initiatives. These initiatives
are focused on:

• repositioning and rebalancing its portfolio of operations, including selectively disposing of
certain bus businesses, along with asset disposals, which is largely complete following
the sale of eight of the Group’s London bus depots (representing substantially all of the
Group’s London bus business);

• driving increased passenger revenue and patronage growth and improving operating
discipline and efficiencies;

• improving service quality and delivery, network design, pricing and ticketing, and
introducing tailored local market solutions (including locally customized fare structures);

• building more effective partnerships with local authorities in the UK and stakeholders;

• standardising maintenance and operational models, including where appropriate building
on best practice and experience from First Student and Greyhound; and

• adding new vehicles to its fleet, undertaking a refurbishment programme for its mid-life
vehicles as part of improving the fleet profile and improving its bus depots.

As a result of depot sales and closures, the division incurred costs of £1.0 million (reported as
restructuring costs) in FY 2011, £10.7 million (reported as UK Bus depot sales and closures)
in FY 2012 and £19.8 million (reported as UK Bus depot sales and closures) in FY 2013,
which the division recorded as exceptional items. As part of the Group’s strategy to reposition
its UK Bus division to focus on those areas that offer the greatest potential for growth, on
9 April 2013, FirstGroup announced the sale of eight of the Group’s London bus depots
(representing substantially all of the Group’s London bus business), which is subject to the
necessary regulatory approvals.

• First Student. The Group initiated a plan for First Student during FY 2011, which removed a
layer of organisational management to provide closer links between the local operations and
central management team and streamlined systems to reduce bureaucracy. The Group also
undertook several other initiatives to improve operating efficiency and cost management.
These initiatives included:

• standardising procedures and applying best practice on a consistent basis across the
division to optimise efficiency;
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• expanding the use of the Group’s GPS systems and increasing deployment of the
FOCUS software (a system that links on-board data with engineering, payroll and back
office systems) to manage standard driving hours more accurately, eliminate excess
miles and reduce non-driving time, encourage improved driving behaviour and practices,
reduce fuel usage and provide customers with direct access to real time information and
performance metrics;

• reducing fuel costs through enhanced driver training;

• reorganising First Student’s workshop layouts;

• right-sizing First Student’s fleet with respect to a number of vehicles held for sale or as
surplus fleet, as well as addressing underperforming contracts within the portfolio and
maximising the contract portfolio value;

• reducing bus maintenance costs through regional workshops and improved procurement;

• improving labour productivity;

• standardising standby and non-driving hours;

• revising the Group’s central procurement programme; and

• reducing engineering cost per vehicle by developing best in class practices.

As a result of these initiatives, the Group incurred £39.5 million in costs, which it recorded as
an exceptional item in FY 2011. These costs included a provision for surplus fleet, a provision
for loss-making contracts, redundancy and associated costs. In addition, the Group incurred
other costs in connection with its transformation plan which form part of the operating costs of
First Student.

• Greyhound. The Group has undertaken cost savings initiatives to increase the flexibility of
the division’s operating model in order to better position it to respond to the current economic
environment. Since FY 2012, the division has substantially increased the proportion of its
tickets sold directly online via the division’s website rather than through agency agreements
with third parties and introduced ticket kiosks at certain locations, helping to reduce the
Group’s cost of sales. The division has also reviewed its operating practices to reduce the
proportion of fixed to variable costs incurred in the provision of its services. The division is
also reviewing its terminals and, where appropriate, taking opportunities to right size or
relocate Greyhound’s properties to more appropriate, accessible and convenient sites for
passengers across the network. For example, the Group completed the sale of its Washington
D.C. terminal and reallocated its services to the multimodal hub at the city’s Union Station.
The division has also reviewed its refurbish/buy decision making and has undertaken a
refurbishment programme to extend the life of its fleet. Greyhound Canada is also undergoing
a transformation and network modernisation programme, including through reduction of
uneconomic routes and expansion.

Indebtedness

The Group is highly leveraged. Net indebtedness (gross borrowings less cash) of the Group was
£1,979.1 million as of 31 March 2013, £1,837.5 million as of 31 March 2012 and £1,949.4 million as of
31 March 2011. Interest charges on net indebtedness constitute most of the Group’s finance costs.
The Group manages interest rate risk associated with its debt through fixed rate debt and cash flow
hedge financial instruments, such as interest rate swaps. Interest rates in respect of 100% of the
Group’s debt as of 31 March 2013, 100% as of 31 March 2012 and 87% as of 31 March 2011 were
fixed. See “Currency fluctuations” and “Liquidity and Capital Resources.” Should the Group’s senior
bonds be downgraded by credit rating agencies to below investment grade, the Group expects to incur
additional finance costs, and estimates such additional finance costs to be approximately £50 million
per annum by FY 2016.

Competition

In the Group’s operations that are subject to passenger revenue risk, the Group’s revenue is affected
by competitive pressures in terms of pricing and service from other rail and bus operators and other
means of transportation, such as the automobile, ferry and air travel. This impacted the Group’s, and in
particular Greyhound’s, revenue during the periods under review.
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For the Group’s franchised and contracted operations, the Group’s ability to win or retain contracts is
subject to competition from other operators. The Group may also incur bidding costs in all divisions for
contracts that it does not ultimately win. In competitively tendered franchises, the Group may incur
substantial bid costs, which may not be reimbursed by the relevant franchising authority. For example,
during the periods under review, as noted under “Contracts and franchises”, the Group incurred bid
costs in FY 2012 and FY 2013 in connection with the Great Western rail franchise competition, which
was subsequently cancelled due to UK government policy change.

Fuel costs

The Group’s operations consume significant amounts of fuel, specifically diesel. The Group purchases
diesel fuel on a floating price basis for its UK Bus, UK Rail and US and Canadian bus operations and
therefore is heavily impacted by the price and availability of fuel. The Group’s fuel costs represented
8.3%, 8.3% and 7.9% of the Group’s operating costs in FY 2011, FY 2012 and FY 2013. The price of
diesel is influenced most significantly by crude oil prices. Crude oil prices and supply levels are
potentially volatile and can be influenced significantly by international, political and economic
circumstances, including government taxation, the tensions in the Middle East and the Eurozone fears,
terrorist attacks, armed hostilities or natural disaster and foreign exchange rates. The price of crude oil
was volatile throughout the periods under review, ranging from just over US$68 per barrel to just over
US$126 per barrel (source: BP, BNP Paribas). This price volatility had a significant impact on the
Group’s fuel costs, with “at risk” fuel costs being £40.5 million higher in FY 2013 compared to FY 2012
and £31.8 million higher in FY 2012 compared to FY 2011, and reduced profitability from the Group’s
businesses during these periods.

The Group seeks to mitigate its exposure to volatility in fuel costs by maintaining a significant degree of
fixed price protection in the short term with lower levels of protection over the medium term, so that the
Group is protected from any sudden and significant price increases and has time to prepare for
potentially higher costs, while retaining some opportunity to benefit from lower costs over the medium
term. The Group primarily uses fixed rate swap instruments to achieve significant fixed price certainty.
As of 31 March 2013, the Group was hedged 78% and 35% on fuel risk for FY 2014 and FY 2015,
respectively. Gains and losses on fuel derivatives are recycled from equity to the income statement on
qualifying hedges to achieve fixed rate fuel costs within results of operations.

In addition, the Group benefits from fuel subsidy payments in its UK Bus division. Bus Service
Operators Grant is a grant paid to operators of eligible local bus services which partially reimburses
operators for fuel duty based on annual miles operated. Additional payments are available for
operators using low carbon buses and those using automatic vehicle location and smart ticketing
equipment. In addition to a 20% cut in the level of Bus Service Operators Grant that was implemented
in England in April 2012, the basis of payment of Bus Service Operators Grant to operators in Scotland
and Wales has been reformed. In England, there are proposals to stop paying Bus Service Operators
Grant directly to operators for services run under contract to local authorities, with Bus Service
Operators Grant instead being paid to the local authority and contract prices adjusted accordingly. This
is likely to take effect later in 2013. Payments of Bus Service Operators Grant may also be made
directly to local authorities in ‘Better Bus Areas’ where local authorities have committed to improve
infrastructure and take other steps that will improve operators’ efficiency and cost-effectiveness. From
October 2013, Sheffield (an area in which the Group operates bus services) will be the first ‘Better Bus
Area’ where Bus Service Operators Grant will gradually devolve from operators to the local authority in
return for such improvements. Other areas may follow this lead.

Currency fluctuations

Substantial portions of the Group’s revenue and expenses and of its assets and liabilities are
denominated in currencies other than Pounds Sterling (its financial presentation currency). The
Group’s operations are transacted primarily in US dollars, euros, Canadian dollars and Pounds
Sterling. Its reported financial condition, results of operations and statement of cash flows from year to
year have been, and will continue to be, affected by fluctuations in the values of these and other
currencies (in which it transacts business or in which its assets or liabilities are denominated) against
the Pound Sterling. The principal currency fluctuation impact relates to the movements in the US dollar
against the Pound Sterling. Depending on the magnitude of these fluctuations, they could obscure
underlying trends that would have been apparent if the Group’s consolidated financial statements had
been presented in US dollars.
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This impact of currency fluctuation is manifested by translation effects and (to a lesser extent)
transaction effects. For consolidation purposes, assets and liabilities of subsidiaries with functional
currencies other than the Pound Sterling are translated from the functional currency to Pounds Sterling
at closing rates. Revenue and expenses are translated at average exchange rates. Translation
adjustments are reported in the shareholders’ equity.

In addition to the translation effects noted above, the Group’s subsidiaries may have assets or liabilities
in currencies other than their functional currency or enter into transactions giving rise to income and
expenses denominated in currencies other than such subsidiary’s functional currency. Foreign
exchange gains or losses (resulting from the settlement of transactions denominated in currencies
other than the functional currency and from the translation of monetary assets and liabilities into the
functional currency) are recognised in each subsidiary’s income statement for the year and
subsequently in the Group’s consolidated income statement.

The Group seeks to mitigate these effects by incurring costs in the same currency as the
corresponding revenue, if possible, and by hedging. The Group’s policy is to hedge a minimum of 30%
foreign currency denominated net assets. As of 31 March 2013, 39% of the Group’s foreign currency-
denominated net assets were hedged with related foreign currency debt, debt and currency swaps (31
March 2012: 47%, 31 March 2011: 62%).

For FY 2013, with respect to the closing rates used in the preparation of the Group’s balance sheet,
relative to the Pound Sterling, the US dollar strengthened 5% from 31 March 2012 to 31 March 2013.
For FY 2012, with respect to the closing rates used in the preparation of the Group’s balance sheet,
relative to the Pound Sterling, the US dollar remained relatively stable from 31 March 2011 to 31 March
2012.

Seasonality

Certain parts of the Group’s business experience seasonal fluctuations. For example, First Student’s
revenue is tied to the school calendar; it therefore generates lower revenue and profits in the first half
of the Group’s financial year than in the second half of the Group’s financial year due to school
summer holidays in the first half. In addition, when during the week public holidays fall can impact the
number of days students are transported to school. Greyhound’s operating profits are typically higher
in the first half of the Group’s financial year due to strong demand in the summer months.

In addition, a portion of the expenses the Group incurs in its operations are related to mileage driven/
operated and are, therefore, seasonally variable as described above. However, many of the Group’s
other expenses, such as wages and salaries and finance expenses, are fixed and cannot be reduced
during a seasonal slowdown. In particular, annual interest payments on three of the Group’s five
currently outstanding series of Bonds and one of the semi-annual interest payments under the Group’s
outstanding Fixed Rate Senior Loan Notes are required to be made in the first half of the Group’s
financial year, during which revenue from the First Student division (the second largest contributor to
the Group’s revenue) is lower.

Operational incidents

The Group’s track record of operational and safety incidents can impact the Group’s results of
operations. The Group incurs costs related to operational and safety incidents, such as traffic collisions
and rail accidents, including from any ensuing litigation, prosecutions or other regulatory actions.
These costs are accounted for within insurance and claims costs, and legal and professional fees, as
part of the Group’s other operating costs.

In addition, any operational or other safety incident involving loss of life or significant damage to
property or assets or harm to any person relating to the Group’s services could result in negative
publicity and a substantial loss in public confidence in the Group, consequently reducing demand for
the Group’s services and impeding the ability of the Group to win and retain contracts and franchises.
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Pensions

The Group’s pension schemes are principally defined benefit schemes. The Group’s pension scheme
assets were valued at £3.3 billion in FY 2011, £3.4 billion in FY 2012 and £3.8 billion in FY 2013, with
deficits of £243.2 million in FY 2011, £267.9 million in FY 2012 and £247.8 million in FY 2013, as
adjusted by the “franchise adjustment” (which is that portion of the deficit that is projected to exist at
the end of the Group’s rail franchises which the Group will not be required to fund). Multiple internal
and external factors, unfavourable return on assets and changes in actuarial assumptions may require
an increase in contributions to the pension schemes to fund the deficit. If the market value of the
scheme’s assets declines in relation to its assessed liabilities, the Group may be required to increase
its contributions to cover any further funding shortfalls. The key valuation assumptions used by the
Group include discount rates, expected return on scheme assets and expected rate of salary
increases, inflation and future pension increases (see note 36 to the Group’s consolidated financial
statements).

In June 2011, the IASB issued an amended version of IAS 19. IAS 19 will be implemented by the
Group from 1 April 2013. The revised IAS 19 changes a number of disclosure requirements for post-
employment arrangements and restricts the options currently available on how to account for defined
benefit pension schemes. Under the revised IAS 19, the expected return on assets and interest cost
will also be replaced by a net interest cost which is required to be calculated using the liability discount
rate rather than using an assumed long term expected rate of return for calculating the expected return
on assets element. As a consequence of this, the Group has taken the decision to reclassify the net of
the expected return of the scheme’s assets and the interest costs on the scheme’s liabilities from
operating costs to interest expenses. In addition, all past service costs are required to be recognised
immediately. As a consequence, reported pension scheme costs will be higher under IAS 19. For FY
2014, the results for FY 2013 will be restated, and the effect of the change on FY 2013 results will be
to reduce operating profit by £59.6 million to £146.1 million. This is a non-cash charge, which does not
impact net assets.

In addition, as a result of the UK Pensions Act 2008, approximately 9,200 additional employees
became eligible to participate in the defined contribution retirement benefit schemes, with such auto-
enrolment provisions taking effect from 1 April 2013. The Group expects to incur an additional
£4.5 million in compulsory employer contributions in FY 2014 (FY 2015: £6.9 million; financial year
ending 31 March 2016: £9.7 million) as a result of automatic enrolment. The Group’s employment
costs will increase to the extent that the Group has to make contributions to a pension arrangement on
behalf of eligible employees under the auto-enrolment regime who were not previously members of
any pension scheme.

Taxation

In the year ending 31 March 2014, the UK corporation tax rate will be reduced to 23%. A number of
further changes to the UK corporation tax system have been announced in the recent UK Budget
Statements. Further reductions to the main rate are proposed to reduce the corporation tax rate to 20%
by 1 April 2015. The proposed reductions are expected to be enacted separately each year. The
overall effect of the change in the tax rate to 20%, if applied to the estimated assessable profit balance
at the Group’s balance sheet date, would be to reduce the tax liability by approximately £3 million.

5. KEY INCOME STATEMENT ITEMS

Income statement presentation

In its consolidated income statement, the Group presents, in addition to its results prepared in
accordance with IFRS, “underlying” results to facilitate period to period comparison of underlying
results of its segments. In particular, the Group adjusts its presentation of costs to highlight certain
items by reporting underlying operating profit before giving effect to such items (See “Important
Information – Presentation of Financial Information – Non-IFRS Financial Measures”). For the
purposes of the following discussion and review, the Group presents its results on a group basis
without adjustments (and presents its segment results on an underlying basis). In addition, in FY 2012,
the Group presented results of certain discontinued operations (GB Railfreight and FirstGroup
Deutschland GmbH were disposed of in May 2010 and September 2011, respectively) in accordance
with IFRS 5, and restated prior year results accordingly. See “Important Information – Presentation of
Financial Information – Non-IFRS Financial Measures.”
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Underlying operating profit is stated before giving effect to the following items:

• Amortisation charges. Amortisation charges apply to existing finite-life intangible assets.
The Group’s intangible assets have a residual value of nil and the Group amortises them over
their useful economic lives as follows: customer contracts – over the estimated life of the
contract (9 to 10 years); Greyhound brand and trade name – over the life of the brand (20
years); and franchise agreements – over the term of the franchise (6 to 10 years).

• Exceptional items. The Group’s exceptional items are material items of income or
expenditure that, due to their size, nature and/or age, the Group identifies separately on the
face of the income statement. The Group believes this separation allows a better
understanding of the Group’s underlying financial performance in a period in comparison to
prior periods. Certain of these items may not be non-recurring, infrequent or unusual.
Exceptional items include, for example, restructuring costs, rail bid costs, impairment
provisions and changes to pension schemes.

• Ineffectiveness on financial derivatives. The Group uses derivative financial instruments,
including interest rate swaps, fuel swaps and cross currency interest rate swaps, to hedge
interest rate risks, foreign currency risks and fuel price risks. The Group designates interest
rate swaps as cash flow hedges for interest rate risk on certain floating rate debt, and fair
value hedges for fair value risk relating to the LIBOR element of a fixed rate financial liability.
The Group designates fuel swaps as cash flow hedges of fuel price risks or otherwise uses
them as economic hedges of such risks. The Group designates cross currency swaps as
hedges of the foreign exchange risk relating to part of the Group’s net investment in US dollar
assets.

The Group recognises changes in the fair value of derivative financial instruments that do not
qualify for hedge accounting as cash flow hedges or foreign currency hedges of a foreign net
investment in the income statement as they arise. The Group discontinues hedge accounting
when the hedging instrument expires or is sold, terminated or exercised, or no longer qualifies
for hedge accounting. The Group accounts for the ineffective element and undesignated fair
value movements on financial derivatives through a non-cash charge to the income statement
during the period.

• (Loss)/profit on disposal of properties. The Group recognises a profit or a loss on the
disposal of certain properties. In FY 2012, these related predominantly to disposals of
properties by Greyhound and in FY 2013 these related mainly to disposals of property in
Greyhound and UK Bus.

• (Loss)/profit for the year on discontinued operations. The Group separately reports (loss)/
profit from the sale of businesses that qualify as discontinued operations for financial reporting
purposes.

• Tax. Tax credits or charges associated with exceptional items or discontinued operations are
recorded under the underlying results. The Group also recognises one-off deferred tax credits
arising from the reduction in the UK corporation tax rate as an adjusted item.

Revenue

The Group’s revenue includes contract-backed and passenger revenue (from train passenger services,
road passenger transport and certain management and maintenance services in the UK and North
America), and UK Rail franchise subsidy receipts and revenue support payments from the DfT and
Transport Scotland.

• First Student. First Student generates revenue from contracts entered into between the
Group and school boards and other parties in the United States and Canada. First Student
also provides some charter services that are separate from scheduled school runs, on an ad-
hoc basis, where revenue is based on contracts, but these are typically of limited duration and
scope. The Group recognises this revenue as contracted services are provided.

• First Transit. First Transit generates revenue from public transit contracting and
management services, including fixed route bus services, paratransit bus services, airport,
university and private shuttle services, and vehicle maintenance contracts. The Group
recognises this revenue as the contracted services are provided.
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• Greyhound. Greyhound revenue principally represents amounts receivable from passenger
ticket sales. It also includes revenue from package express services, charter and tour
organisation and, in several terminals, catering outlets. The Group recognises this revenue by
reference to the stage of completion of the customers’ travel or other passenger services
provided as a proportion of total services to be provided. A small portion of revenue generated
by Greyhound operations in Canada is derived from subsidies provided by local governments.

• UK Bus revenue. UK Bus revenue principally comprises amounts receivable from ticket
sales, concessionary fare schemes (payments by local authorities for services for which
passengers pay reduced or no fees), contractual amounts for its operations in London (which
the Group has sold, subject to regulatory approval) and for certain of its contracts outside
London. The Group recognises concessionary amounts in the period in which the service is
provided based on a predetermined formula as agreed with the relevant local authority. The
Group defers revenue for season tickets and travel cards within ‘season ticket deferred
income’ and recognises the revenue in the income statement over the period covered by the
relevant ticket.

• UK Rail. UK Rail was the largest contributor to the Group’s revenue during the periods under
review. As a franchise operator, the Group enters into franchise agreements with the DfT or
Transport Scotland. As part of the terms of any such agreement, based on its assessment of
probable revenue and costs over the life of the franchise, the Group will have agreed to pay a
premium or will have benefitted from a subsidy. If the revenue earned by the Group exceeds a
certain amount specified in the franchise agreement, the franchising authority can claim some
of the excess as a profit share. If the revenue is lower than the threshold, the franchising
authority will pay a portion of the shortfall to the Group as a support payment. Up to 80% of
the revenue from each franchise is subject to this revenue support/profit sharing mechanism.
This mechanism is embedded in each of the Group’s existing franchises. Currently, the
Group’s First Great Western and First Capital Connect franchises are receiving revenue
support payments pursuant to this mechanism. The ScotRail franchise is currently above the
target revenue and neither receives such payments nor shares profits with Transport
Scotland. The First TransPennine Express franchise shares a portion of its profits with the
DfT. Future rail franchises awarded pursuant to the rail franchise programme announced by
the DfT in March 2013 may not include this mechanism.

UK Rail revenue includes passenger revenue, the franchise subsidy receipts and revenue
support payments from the DfT and Transport Scotland and amounts receivable under
franchise revenue support mechanisms. The Group includes franchise premium payments to
the DfT and Transport Scotland for amounts due under the terms of a franchise in operating
costs.

UK Rail revenue also includes amounts attributable to third party TOCs in respect of
passenger receipts for tickets sold for their services. This arises from an industry-wide
clearance and settlement of revenue agreement, pursuant to which the Group makes periodic
payments to other TOCs and receives periodic payments from other TOCs with respect to
ticket sales. The amounts payable to/by the Group with respect to ticket sales are determined
by the revenue sharing mechanism specified in the clearance and settlement of revenue
agreement and based on route usage models. Tickets sold by the Group generate a
commission that it retains.

UK Rail revenue also includes passenger revenue generated by First Hull Trains, which is
80% owned by the Group and is a small open access operator of passenger services that
currently provides up to seven return services per day on the East Coast Main Line.
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The following table sets forth the amount contributed to revenue from continuing operations
by each source and as a percentage of revenue from continuing operations.

FY 2013 FY 2012 FY 2011
(£ in millions) % (£ in millions) % (£ in millions) %

Services rendered 6,080.8 88.1 6,028.9 90.2 5,857.7 91.3
UK Rail franchise subsidy(a) 504.2 7.3 411.1 6.2 390.8 6.1
UK Rail revenue support(b) 315.9 4.6 238.7 3.6 168.2 2.6

Total revenue from

continuing operations 6,900.9 100.0 6,678.7 100.0 6,416.7 100.0

(a) The following table sets forth a breakdown of subsidy received / (premiums paid) by each
franchise:

FY 2013 FY 2012 FY 2011
(£ in millions)

First Capital Connect (228.2) (188.8) (156.7)
First Great Western (435.3) (331.7) (249.9)
ScotRail 447.2 297.5 270.0
First TransPennine Express 57.0 113.6 120.8

Total for continuing operations (159.3) (109.4) (15.8)

(b) The following sets forth the revenue support/ (profit share) by each franchise:

FY 2013 FY 2012 FY 2011
(£ in millions)

Revenue support

First Capital Connect 46.0 33.2 26.9
First Great Western 269.9 205.4 141.3

Total revenue support 315.9 238.7 168.2

Profit share

First TransPennine Express (4.6) (5.8) (10.9)

The following table sets forth the amount contributed to revenue from continuing operations by each
type of revenue and as a percentage of revenue from continuing operations.

FY 2011 FY 2012 FY 2013
(£ in millions) % (£ in millions) % (£ in millions) %

First Student (contract) 1,594.4 24.8 1,567.2 23.5 1,503.1 21.8
First Transit (contract 771.5 12.0 778.6 11.7 814.6 11.8
Greyhound (passenger) 634.6 9.9 657.2 9.8 647.1 9.4
UK Bus (contract) 325.5 5.1 337.3 5.1 331.4 4.8
UK Bus (passenger) 812.0 12.7 819.9 12.3 796.8 11.5
UK Rail (passenger) 1,710.8 26.7 1,856.3 27.8 1,975.0 28.6
UK Rail (franchise subsidy) 168.2 2.6 238.7 3.6 315.9 4.6
UK Rail (revenue support) 390.8 6.1 411.1 6.2 504.2 7.3
Other items 8.9 0.1 12.4 0.2 12.8 0.2

Total revenue from continuing

operations 6,416.7 100.0 6,678.7 100.0 6,900.9 100.0

Operating costs before (loss)/profit on disposal of properties

The Group’s operating costs comprise:

• Depreciation of property, plant and equipment. The Group carries at cost property, plant
and equipment used for the provision of services or administrative purposes, less any
recognised impairment loss. Cost includes professional fees and, for qualifying assets,
borrowing costs capitalised in accordance with the Group’s accounting policy.
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• Operating lease charges comprise minimum lease payments made under operating leases
recognised in the income statement for plant and machinery, track and station access, hire of
rolling stock and other assets. Track and station access includes payments by UK Rail to
Network Rail for access to tracks, stations and depots.

• Amortisation charges relate to the amortisation of intangible assets, which include customer
contracts, the Greyhound brand and trade name, and franchise agreements. The rail
franchise agreements’ intangible asset represents the part of the economic benefit that is
realised as a result of recognising the Group’s share of the rail pension deficit on the date of
commencement of each respective franchise, and is amortised on a straight-line basis over
the initial term of each respective franchise. The largest element of the franchise intangible
asset relates to the ScotRail franchise. In FY 2012, the First TransPennine Express franchise
was extended, giving rise to an addition to rail franchise agreements’ intangible assets. In FY
2011, the Group wrote down fully the Great Western franchise agreement intangible asset.

• Capital grant amortisation relates to amortisation of government grants relating to property,
plant and equipment, which the Group treats as deferred income and releases to the income
statement over the expected useful lives of the assets concerned.

• Cost of inventories recognised as an expense comprises fuel and materials costs.

• Staff costs, the largest contributor to the Group’s operating costs, include wages and
salaries, social security costs and other pension costs. Wages and salaries are the largest
contributor to the Group’s staff costs (representing 91.2% in FY 2011, 91.1% in FY 2012, and
91.2% in FY 2013). In the periods under review, operational staff represented 95% of the
Group’s average monthly number of employees in all of the periods under review.

The average number of employees of the Group in FY 2013 was 120,475 (FY 2012: 124,705;
FY 2011: 127,619).

The table below sets forth the average monthly number of people, including executive
directors, employed by the Group for the periods under review.

FY 2011 FY 2012 FY 2013

First Student 63,375 62,854 59,449
First Transit 20,280 17,589 17,425
Greyhound 7,798 7,623 7,528
UK Bus 23,800 23,753 22,658
UK Rail 12,366 12,886 13,415

Total 127,619 124,705 120,475

The average number of employees of the Group broken down by geographic location for the
last three financial years is set out below.

FY 2011 FY 2012 FY 2013

United Kingdom 35,967 36,556 36,073
Europe 199 83 0
United States 78,632 75,146 71,740
Canada 12,821 12,920 12,662

Total 127,619 124,705 120,475

Other pension costs relate to amounts charged or credited to the income statement before
exceptional items in respect of the Group’s defined benefit schemes. The Group operates or
participates in a number of pension schemes which cover the majority of UK employees and
certain North American employees. These are principally defined benefit schemes under
which benefits provided are based on employees’ number of years of service and either
career average or final salary. See note 36(a) of the Group’s consolidated financial
statements.

• Auditor’s remuneration for audit services amounted to £1.5 million in each of the periods
under review.

• UK Rail franchise payments comprise payments by the Group for the right to run a rail
franchise.
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• Other operating costs. Other operating costs comprise principally other Network Rail
charges (the largest component), engineering costs, building costs, contractor costs for UK
Rail and other costs, as well as exceptional items. Other operating costs represented 18.9%,
16.9% and 18.1% of total operating costs in the FY 2011, FY 2012 and FY 2013, respectively.

The following table sets forth other operating costs during the periods under review(a).
FY 2011 FY 2012 FY 2013

(£ in millions)

Exceptional items

Disposals

UK Bus depot sales and closures — 10.7 19.8
First Transit FSS disposal and exit of Diego Garcia

operations contract — — 12.6

— 10.7 32.4

Onerous Contracts / Impairments

UK Rail First Great Western contract provision 59.9 — 9.9
First Student recovery plan 39.5 — —
First Transit goodwill impairment and contract

provision 16.6 — —
UK Rail joint venture provision 1.8 — 5.0
First Student onerous contract — — 2.7

117.8 — 17.6

Legal claims

First Student legal claims — — 19.8
First Transit legal settlements — — 5.9
First Transit Diego Garcia insurance claim — — (6.7)

— — 19.0

Other

UK Bus Pension Scheme changes — (73.3) —
UK Rail bid costs 2.7 10.2 6.0
Competition Commission costs 1.4 1.9 —
UK Rail claim (22.5) — —
UK Bus restructuring costs 1.0 — —
Other exceptional items 0.4 1.1 —

(17.0) (60.1) 6.0

Total exceptional items 100.8 (49.4) 75.0

Other operating costs (including exceptional

items)

Fuel duty rebate (108.3) (106.3) (82.6)
Train fuel and electric current for traction costs 63.9 68.4 79.8
Insurance and claims costs 116.2 102.3 98.0
Engineering costs 140.7 155.3 148.8
Building costs 154.2 150.1 148.1
Traffic costs 81.5 81.5 94.4
US other direct costs 43.4 42.7 29.3
US vehicle rental costs 27.2 28.2 28.8
Communication costs 26.8 31.5 31.0
Legal and professional fees 43.4 51.2 53.2
Contractor costs for UK Rail 130.7 137.3 135.7
Commissions 59.4 61.6 66.2
Performance Regime(b) (70.0) (71.1) (74.4)
Network Rail charges 226.5 227.6 227.1
Marketing costs 22.3 26.2 29.0
Security costs (UK Rail) 27.7 31.7 32.5
Other costs 64.7 84.2 81.5

Total other operating costs 1,151.1 1,053.0 1,212.2

(a) Source: FirstGroup accounting records.
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(b) This represents financial compensation from Network Rail for the impact on UK Rail revenue of lateness or
cancellations of rail services due to Network Rail’s performance.

• UK Bus depot sales and closures. UK Bus depot sales and closures relate to
measures taken by the Group to rebalance its portfolio in the UK Bus operations, which
included selling or closing certain operations. The principal component in FY 2013
represented asset impairments and an onerous contract provision for the Dagenham bus
depot in London.

• First Transit FSS disposal exit of Diego Garcia Operations. In FY 2013, the Group
disposed of the First Support Services (“FSS”) business for a gross consideration of
US$10.2 million, realising a loss on disposal of £7.7 million. In addition, the Group also
treated operating profit to date of disposal of £1.0 million as part of the overall exceptional
charge. The Group exited the contract for the provision of US military base services in
Diego Garcia (“DG21”) at the end of FY 2013, which resulted in an exceptional charge of
£5.9 million.

• UK Rail First Great Western contract provision. The Group recorded a provision in FY
2011 in respect of the UK Rail First Great Western franchise agreement. This provision
reflected the Group’s best estimate of the likely losses on the franchise over the two
years to 31 March 2013, which would arise due to the accelerated write-off of assets
dedicated to the First Great Western franchise agreement due the Group’s decision not
to exercise its option to extend the franchise for a further three years beyond the original
franchise end date. The Group recorded a further provision of £9.9 million in FY 2013 due
to incremental losses following the DfT exercising the option to extend the franchise by a
further seven rail periods to October 2013.

• First Student recovery plan. The First Student recovery plan comprises costs incurred
by the Group in FY 2011 in connection with First Student’s restructuring and right sizing
project that was initiated during the financial year. These costs included a provision for
surplus fleet, loss making contracts, redundancy and associated costs.

• First Transit goodwill impairment and contract provision. This consisted of a charge
made by the Group in FY 2011 in connection with the loss-making Diego Garcia contract.

• UK Rail joint venture provision. The carrying value of £5.0 million of the investment in
DSBFirst, a joint venture with a Danish rail operator, was fully written-off in FY 2013 as
current and projected trading indicates that there will be no recovery of this amount at the
end of the franchise. An original provision of £1.8 million was made against this
investment in FY 2011 due to operational and financial uncertainties associated with this
joint venture.

• First Student onerous contract. In FY 2013, the Group provided a further £2.7 million
against a loss-making contract that was taken on as part of the Laidlaw acquisition
undertakings. This contract is due to expire early in FY 2014.

• First Student legal claims. In FY 2013, the Group incurred £2.6 million in legal costs in
defending old contractual claims and other litigation. In addition, the Group provided
£17.2 million to cover the estimated potential settlement amounts on certain of these
historical claims.

• First Transit legal settlements. The Group settled certain historical legal claims during
FY 2013 principally a contractual dispute from 2009. The Group treated this cost as
exceptional due to the size and age of the claims. The Group recognised an exceptional
charge of £5.9 million in respect of these settlements.

• First Transit Diego Garcia insurance claim. The Group settled a historical insurance
claim in relation to the DG21 contract in FY 2013 and recognised exceptional income of
£6.7 million.

• UK Bus Pension Scheme changes. UK Bus Pension Scheme changes relate to
measures the Group took to mitigate the risk in the pension schemes covering UK Bus
employees. As a result of these changes, future pension liabilities of the Group
decreased. In FY 2012, the Group linked pension increases to consumer price inflation
(“CPI”) rather than retail price inflation (“RPI”), which usually shows a higher rate of
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inflation, and also introduced a pensionable pay cap, along with lower pension accrual
rates. As a result of these changes, future pension liabilities of the Group decreased in
FY 2012, and the Group realised a one-off exceptional gain of £73.3 million.

• UK Rail bid costs. The Group’s net UK Rail bid costs in FY 2013 represented franchise
bid costs for all bids, less amounts recovered or recoverable from the DfT in respect of
the InterCity West Coast franchise bid. The Group incurred UK Rail bid costs in FY 2013
and FY 2012 in the preparation of the bid for the InterCity West Coast, and the cost of
pre-qualification for the Great Western, Thameslink and Essex Thameside franchises.
The Group incurred UK Rail bid costs in FY 2011 principally in connection with the bid for
the InterCity West Coast franchise.

• Competition Commission costs. Competition Commission costs relate to costs
incurred by the Group in FY 2011 and FY 2012 in responding to an investigation by the
CC into the UK local bus market as well as the costs of responding to the Office of Fair
Trading’s market study which led to the referral to the CC. The CC issued their final
report in December 2011.

• UK Rail claim. The UK Rail claim in FY 2011 resulted from the settlement of several
disputes with Network Rail, the largest of which related to a long running claim against
Network Rail from the previous Great Western Trains franchise.

• UK Bus restructuring costs. These consisted of redundancy and related costs incurred
by the Group in FY 2011 in respect of closing and consolidating certain depots.

• Other exceptional items. Other exceptional items include principally costs incurred in
effecting the changes to the UK Bus Pension Scheme in FY 2012 described above.

(Loss)/profit on disposal of properties

The Group sells surplus properties from time to time, with gains and losses from such sales recorded
in the (loss)/profit on disposal of properties. The profits or losses on disposal of properties in any one
year reflect the local market conditions of the individual businesses sold.

Operating profit

The Group arrives at operating profit after charging or crediting operating costs before amortisation
charges, ineffectiveness on financial derivatives, exceptional items, (loss)/profit on disposal of
properties and discontinued operations.

Investment income

Investment income comprises bank interest receivable.

Finance costs

Finance costs are incurred by the Group in relation to its borrowings and comprise interest payable on
bonds, bank borrowings, loan notes, finance charges on hire-purchase (“HP”) contracts and finance
leases, notional interest on long-term provisions and the impact of hedge ineffectiveness on financial
derivatives. As noted above, the Group presents underlying results for the segments to back out the
impact of hedge ineffectiveness on derivative interests.

Profit before tax

Profit before tax represents profit before tax from continuing operations.

Tax

Tax represents the taxes currently payable by the Group during the period and the current portion of
deferred tax expense. In FY 2013, UK corporation tax was calculated at 24% (FY 2012: 26%, FY 2011:
28%) of the estimated assessable profit for the year. Tax for other jurisdictions is calculated at the
rates prevailing in the respective jurisdictions.
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6. RESULTS OF OPERATIONS

The following table presents historical consolidated income statement data, including as a percentage
of the Group’s total revenue, for FY 2011, FY 2012 and FY 2013:

FY 2011 FY 2012 FY 2013
(£ in

millions) %
(£ in

millions) %
(£ in

millions) %

Consolidated income statement data:

Revenue 6,416.7 100.0 6,678.7 100.0 6,900.9 100.0
Operating costs before (loss)/profit on disposal

of properties (6,103.7) 95.1 (6,231.7) 93.3 (6,692.5) 97.0
Operating profit before (loss)/profit on

disposal of properties 313.0 4.9 447.0 6.7 208.4 3.0
Amortisation charges (42.9) 0.7 (30.9) 0.5 (52.0) 0.8
Exceptional items (100.8) 1.6 49.4 0.7 (75.0) 1.1

(Loss)/profit on disposal of properties (4.4) 0.1 1.0 — (2.7) —
Operating profit 308.6 4.8 448.0 6.7 205.7 3.0
Investment income 1.9 — 2.0 — 1.8 —
Finance costs (184.0) 2.9 (170.1) 2.5 (170.3) 2.5
Profit before tax 126.5 2.0 279.9 4.2 37.2 0.5
Tax (16.7) 0.3 (50.1) 0.8 10.6 0.2
Profit for the year from continuing

operations 109.8 1.7 229.8 3.4 47.8 0.7

FY 2013 compared to FY 2012

Group Results

Revenue

Revenue increased £222.2 million, or 3.3%, from £6,678.7 million in FY 2012 to £6,900.9 million in FY
2013. This increase was principally due to higher passenger receipts and higher subsidy receipts in UK
Rail.

On a segment basis, the increase reflected an increase in revenue in the UK Rail and First Transit
divisions, partially offset by a decrease in revenue from the First Student, UK Bus and Greyhound
divisions. The following table sets forth the contribution of each of the divisions to the Group’s revenue
for the periods indicated.

FY 2012 FY 2013
(£ in

millions) %
(£ in

millions) %

First Student 1,567.2 23.5 1,503.1 21.8
First Transit 778.6 11.7 814.6 11.8
Greyhound 657.2 9.8 647.1 9.4
UK Bus 1,157.2 17.3 1,128.2 16.3
UK Rail 2,506.1 37.5 2,795.1 40.5
Group items 12.4 0.2 12.8 0.2

Total 6,678.7 100.0 6,900.9 100.0

On a geographical basis, a decrease in revenue from the US was more than offset by increased
revenue from the UK. The following table sets forth the contribution to revenue by geographical market
for the periods indicated.

FY 2012 FY 2013
(£ in millions) % (£ in millions) %

UK 3,675.9 55.0 3,936.1 57.0
US 2,482.6 37.2 2,439.3 35.4
Canada 520.2 7.8 525.5 7.6

Total 6,678.7 100.0 6,900.9 100.0
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The 7.1% increase in revenue from the UK reflected the increase in revenue from the UK Rail division
principally as a result of higher passenger receipts and higher subsidy receipts. The 1.7% decrease in
revenue from the US principally reflected a decrease in revenue from the First Student division. The
1.0% increase in revenue from Canada reflected higher First Transit activity, which was partially offset
by lower First Student revenue and Greyhound route cuts.

Operating costs before (loss)/profit on disposal of properties

Operating costs before (loss)/profit on disposal of properties increased £460.8 million, or 7.4%, from
£6,231.7 million in FY 2012 to £6,692.5 million in FY 2013. The increase was primarily due to higher
operating costs in UK Rail.

Operating costs before (loss)/profit on disposal of properties comprised the following items:

FY 2012 FY 2013 Changes in
%

(£ in millions)

Depreciation of property, plant and equipment 328.1 364.7 11.2
Operating lease charges 683.2 816.0 19.4
Amortisation charges 30.9 52.0 68.3
Capital grant amortisation (13.7) (33.1) 141.6
Cost of inventories recognised as an expense 756.0 745.6 1.4
Staff costs 2,872.2 2,870.1 0.1
Auditor’s remuneration for audit services 1.5 1.5 —
UK Rail franchise payments 520.5 663.5 27.5
Other operating costs(a) 1,053.0 1,212.2 15.1

Total 6,231.7 6,692.5 7.4

(a) See “Key Income Statement Items – Operating costs before (loss)/profit on disposal of properties – Other operating costs”
for a description of other operating costs.

Depreciation of property, plant and equipment increased principally due to higher depreciation in UK
Rail primarily as a result of the acceleration of train heavy maintenance depreciation under the First
Great Western franchise.

Operating lease charges increased due to higher UK Rail rolling stock and track and station access
charges principally at the ScotRail franchise due to changes in the Control Period 4 (“CP4”) charging
mechanism. This charging mechanism is designed to be cost neutral to the operator and, as a result,
these increased costs of approximately £131 million are matched by a correspondingly higher subsidy
receipt at ScotRail (FY 2013 total subsidy receipt of £447.2 million compared to FY 2012 total subsidy
receipt of £297.5 million).

Amortisation charges increased primarily due to a higher level of contract amortisation at First Student
as a result of a reassessment of the remaining useful economic lives of the contracts acquired with the
Laidlaw acquisition. Previously, the Group amortised these contracts over 20 years. The Group
currently amortises these contracts over 10 years and as a result the income statement charge
increased in FY 2013.

Capital grant amortisation increased due to a higher level of grant funded assets in UK Rail both during
FY 2013 and FY 2012.

Cost of inventories recognised as an expense decreased principally due to the extra week of trading in
FY 2012.

Staff costs comprised the following items:

FY 2012 FY 2013 Changes in
%

(£ in millions)

Wages and salaries 2,617.7 2,618.5 0.1
Social security costs 218.1 217.2 0.4
Other pension costs 36.4 34.4 3.0

Total 2,872.2 2,870.1 0.1
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Even though the average monthly number of employees decreased from 124,705 in FY 2012 to
120,475 in FY 2013, average staff costs increased principally due to additional funded staff positions
within UK Rail.

UK Rail franchise payments increased due to the agreed contractual increases in the First Great
Western and First Capital Connect franchises.

Other operating costs increased principally due to a higher level of exceptional items (FY 2013
£75.0 million charge compared to a £49.4 million credit in FY 2012, largely reflecting changes in FY
2012 in UK Bus pension schemes), government cuts impacting on fuel duty rebates and higher
Network Rail charges to the UK Rail division.

Operating profit before (loss/profit) on disposal of properties

As a result of the foregoing factors, operating profit before (loss)/profit on disposal of properties
decreased £238.6 million, or 53.4%, from £447.0 million in FY 2012 to £208.4 million in FY 2013.

(Loss)/profit on disposal of properties

In FY 2013, the Group realised £9.7 million on the disposal of certain properties primarily in Greyhound
and UK Bus, which resulted in a net loss on disposal of £2.7 million. In FY 2012, the Group realised
£40.3 million on the disposal of certain properties, predominantly in Greyhound operations, which
resulted in a net profit on disposal of £1.0 million.

Operating profit

As a result of the foregoing factors, operating profit decreased £242.3 million, or 54.1%, from
£448.0 million in FY 2012 to £205.7 million in FY 2013.

Investment income

Investment income decreased £0.2 million, or 10.0%, from £2.0 million in FY 2012 to £1.8 million in FY
2013. This decrease reflected slightly lower interest rates in FY 2013 compared to FY 2012.

Finance costs

Finance costs increased £0.2 million, or 0.1%, from £170.1 million in FY 2012 to £170.3 million in FY
2013. This increase was primarily due an increase in bonds and HP contracts and finance lease
borrowings partially offset by a lower level of hedge ineffectiveness on financial derivatives and lower
bank borrowings.

The following table sets forth the components of finance costs for the periods indicated:

FY 2012 FY 2013 Changes in
%

(£ in millions)

Bonds 92.6 97.7 5.5
Bank borrowings 34.3 31.8 7.3
Fixed Rate Senior Loan Notes 3.9 4.1 5.1
Floating Rate Loan Notes 1.0 1.0 —
Finance charges payable in respect of HP contracts and finance leases 8.4 10.7 27.4
Notional interest on long term provisions 18.9 19.5 3.2
Finance costs before exceptional items 159.1 164.8 3.6

Hedge ineffectiveness on financial derivatives 11.0 5.5 50.0

Total 170.1 170.3 0.1

The increase in finance costs related to bonds reflected the issuance of the 2022 Bonds in November
2012, the proceeds of which were used to repay certain bank borrowings.

The decrease in finance costs related to bank borrowings reflected lower bank borrowings following the
issue of 2022 Bonds.
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Finance costs of £4.1 million and £3.9 million in FY 2013 and FY 2012, respectively, related to the
Fixed Rate Senior Loan Notes issued in FY 2012.

Finance charges payable in respect of HP contracts and finance leases increased due to new
agreements for a capital value of £125.0 million being entered into during FY 2013.

The ineffective element and undesignated fair value movements on financial derivatives resulted in a
non-cash charge of £5.5 million in FY 2013 compared to a non-cash charge of £11.0 million in FY
2012. The principal component of these non-cash charges relates to fixed interest rate swaps that do
not qualify for hedge accounting but provide a cash flow hedge against variable rate debt from 2013 to
2015.

Profit before tax

As a result of the foregoing factors, profit before tax decreased by £242.7 million from £279.9 million in
FY 2012 to £37.2 million in FY 2013.

Tax

Tax decreased by £60.7 million from a charge of £50.1 million in FY 2012 to a credit of £10.6 million in
FY 2013. This was principally due to a tax credit of £43.3 million (FY 2012: £0.4 million) relating to
amortisation charges and exceptional items, as well as a credit adjustment of £2.0 million (FY 2012:
£4.0 million) to the UK deferred tax liability as a result of the reduction in the UK corporation tax rate
from 24% to 23% (FY 2012: 26% to 24%), which applies from April 2013. The tax charge for FY 2013
represented an effective tax rate of (28.5)%, compared to 17.9% in FY 2012.

The decrease in tax was due to lower profits.

The actual tax paid during FY 2013 was £6.3 million (FY 2012: £17.7 million). North American cash tax
remained low due to tax losses brought forward. The Group expects the North American cash tax rate
to remain low for the near term. The UK cash tax for FY 2013 was lower than UK cash tax for FY 2012
principally due to lower profits in the Group’s UK businesses.

Profit for the year from continuing operations

As a result of the foregoing factors, profit from continuing operations decreased £182.0 million, or
79.2%, from £229.8 million in FY 2012 to £47.8 million in FY 2013.

Segment results

Manner of Presentation

The Group presents underlying figures in its segment results. The Group believes that presenting
underlying figures facilitates period-to-period comparisons. The discussion of the underlying segment
results reflects management’s view that the costs excluded from underlying operating profit reflect
Group rather than segment-level decisions. See “Important Information – Presentation of Financial
Information – Non-IFRS Financial Measures”. The measure of operating profit used to assess the
performance of the Group is underlying operating profit.

The Group adjusts underlying operating profit to highlight certain items, such as amortisation charges,
exceptional items, ineffectiveness on financial derivatives, (loss)/profit on disposal of properties, (loss)/
profit on discontinued operations and tax associated with exceptional items or discontinued operations
to derive underlying operating profit. Underlying figures may not be comparable to adjusted results or
underlying results presented by other companies in the Group’s industry or otherwise.
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The following table sets forth segment information reflecting the foregoing adjustments:

FY 2013 Underlying (£ in millions) Total
First Student First Transit Greyhound UK Bus UK Rail Group items

Revenue 1,503.1 814.6 647.1 1,128.2 2,795.1 12.8 6,900.9
Underlying EBITDA 258.8 60.0 80.9 160.3 135.6 (28.6) 667.0
Depreciation (148.9) (10.9) (28.9) (70.1) (105.0) (0.9) (364.7)
Capital grant amortisation — — — 0.5 32.6 — 33.1

Underlying operating
profit 109.9 49.1 52.0 90.7 63.2 (29.5) 335.4

Amortisation charges (43.1) (3.9) (3.1) — (1.9) — (52.0)
Exceptional items (22.5) (11.8) — (19.8) (20.9) — (75.0)
Profit/(loss) on disposal of

properties 0.2 — (0.2) (2.7) — — (2.7)

Operating profit 44.5 33.4 48.7 68.2 40.4 (29.5) 205.7

FY 2012 Underlying (£ in millions) Total
First Student First Transit Greyhound UK Bus UK Rail Group items

Revenue 1,567.2 778.6 657.2 1,157.2 2,506.1 17.7 6,684.0
Discontinued operations — — — — — (5.3) (5.3)
Revenue from continuing

operations 1,567.2 778.6 657.2 1,157.2 2,506.1 12.4 6,678.7
Underlying EBITDA 255.8 65.3 80.1 207.1 163.5 (28.9) 742.9
Depreciation (148.7) (9.5) (29.5) (73.2) (66.2) (1.0) (328.1)
Capital grant amortisation — — — 0.5 13.2 — 13.7

Underlying operating
profit 107.1 55.8 50.6 134.4 110.5 (29.9) 428.5

Amortisation charges (20.1) (4.3) (3.1) — (3.4) — (30.9)
Exceptional items — — — 60.7 (10.2) (1.1) 49.4
(Loss)/profit on disposal

of properties (0.3) — 5.0 (3.7) — — 1.0

Operating profit 86.7 51.5 52.5 191.4 96.9 (31.0) 448.0

Segment results for First Student

FY 2012 FY 2013 Changes in %
(£ in millions)

Revenue 1,567.2 1,503.1 4.1
Underlying EBITDA 255.8 258.8 1.2
Depreciation (148.7) (148.9) 0.1

Underlying operating profit 107.1 109.9 2.6
Amortisation charges (20.1) (43.1) 114.4
Exceptional items — (22.5) —
(Loss)/profit on disposal of properties (0.3) 0.2 166.7

Operating profit 86.7 44.5 48.8

Revenue. Revenue decreased £64.1 million, or 4.1%, from £1,567.2 million in FY 2012 to
£1,503.1 million in FY 2013. This decrease was primarily due to additional lost routes in FY 2013, the
extra week of trading in FY 2012 as well as the impact of Hurricane Sandy and a harsher winter in FY
2013. In US dollar terms, revenue decreased $119.3 million, or 4.8%, to $2,378.6 million in FY 2013
from $2,497.9 million in FY 2012. Adjusting for the extra week of trading in FY 2012, US dollar revenue
was down by 2.8%.

Underlying EBITDA. Underlying EBITDA increased £3.0 million, or 1.2%, from £255.8 million in FY
2012 to £258.8 million in FY 2013. This increase was primarily due to incremental cost savings from
the recovery plan, and was partially offset by the profit impact of lower revenue.

Depreciation. Depreciation remained approximately the same in FY 2013 compared to FY 2012.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit increased
£2.8 million, or 2.6%, from £107.1 million in FY 2012 to £109.9 million in FY 2013. In US dollar terms,
underlying operating profit increased US$5.4 million, or 3.2%, to US$174.9 million in FY 2013 from
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US$169.5 million in FY 2012. In particular, Hurricane Sandy adversely affected the division’s operating
profit in FY 2013 by US$13.2 million. Further periods of severe weather in the early part of 2013
adversely affected the division’s operating profit in FY 2013 by US$8 million.

Amortisation charges. Amortisation charges increased £23.0 million, or 114.4%, from £20.1 million in
FY 2012 to £43.1 million in FY 2013. This increase was primarily due to a reassessment during the
year of the remaining useful economic lives of the contracts that were acquired with the Laidlaw
acquisition.

Exceptional items. Exceptional items were £22.5 million in FY 2013, compared to nil in FY 2012.
Exceptional items in FY 2013 reflected legal costs incurred in defending old contractual claims and
other litigation, and provision for estimated settlements on certain of these claims, as well as a
provision for a loss-making contract which is due to expire early in FY 2014.

(Loss)/profit on disposal of properties. Profit on disposal of properties was £0.2 million in FY 2013
compared to a loss on disposal of properties of £0.3 million in FY 2012.

Operating profit. As a result of the foregoing factors, operating profit decreased £42.2 million, or
48.7%, from £86.7 million in FY 2012 to £44.5 million in FY 2013. In US dollar terms, operating profit
decreased US$62.3 million, or 45.5%, to US$74.7 million in FY 2013 from US$137.0 million in FY
2012.

Segment results for First Transit
FY 2012 FY 2013 Changes in %

(£ in millions)

Revenue 778.6 814.6 4.6
Underlying EBITDA 65.3 60.0 8.1
Depreciation (9.5) (10.9) 14.7

Underlying operating profit 55.8 49.1 12.0
Amortisation charges (4.3) (3.9) 9.3
Exceptional items — (11.8) —

Operating profit 51.5 33.4 35.0

Revenue. Revenue increased £36.0 million, or 4.6%, from £778.6 million in FY 2012 to £814.6 million
in FY 2013. This increase was primarily due to higher shuttle activity at Fort McMurray as well as net
contract wins in the fixed route segment. In US dollar terms, revenue increased US$44.2 million, or
3.6%, to US$1,286.8 million in FY 2013 from US$1,242.6 million in FY 2012. Excluding the extra week
of trading in FY 2012 and the FSS business disposal, revenue in US dollar terms increased by 7.6%.

Underlying EBITDA. Underlying EBITDA decreased £5.3 million, or 8.1%, from £65.3 million in FY
2012 to £60.0 million in FY 2013. This decrease was primarily due to the agreement to settle a large
historical employee legal claim in California.

Depreciation. Depreciation increased £1.4 million, or 14.7%, from £9.5 million in FY 2012 to
£10.9 million in FY 2013. This increase was primarily due to further investment in the business in both
FY 2012 and FY 2013.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit
decreased £6.7 million, or 12.0%, from £55.8 million in FY 2012 to £49.1 million in FY 2013. In US
dollar terms, underlying operating profit decreased US$11.4 million to US$77.7 million in FY 2013 from
US$89.1 million in FY 2012.

Amortisation charges. Amortisation charges decreased £0.4 million, or 9.3%, from £4.3 million in FY
2012 to £3.9 million in FY 2013.

Exceptional items. Exceptional items were £11.8 million in FY 2013, compared to nil in FY 2012. The
exceptional costs in FY 2013 consisted of the loss on disposal of the FSS business, DG21 contract exit
and insurance claim, together with legal settlements and costs in relation to historical legal claims.

Operating profit. As a result of the foregoing factors, operating profit decreased £18.1 million, or
35.1%, from £51.5 million in FY 2012 to £33.4 million in FY 2013. In US dollar terms, operating profit
decreased US$29.2 million, or 35.5%, to US$53.1 million in FY 2013 from US$82.3 million in FY 2012.
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Segment results for Greyhound

FY 2012 FY 2013 Changes in %
(£ in millions)

Revenue 657.2 647.1 1.5
Underlying EBITDA 80.1 80.9 1.0
Depreciation (29.5) (28.9) 2.0

Underlying operating profit 50.6 52.0 2.8
Amortisation charges (3.1) (3.1) —
(Loss)/profit on disposal of properties 5.0 (0.2) —

Operating profit 52.5 48.7 7.2

Revenue. Revenue decreased £10.1 million, or 1.5%, from £657.2 million in FY 2012 to £647.1 million
in FY 2013. This decrease was primarily due to the extra week of trading last year as well as route cuts
and lower revenue from package business in Canada. The division’s revenue was also affected by a
reduction in discretionary consumer spend and increased competition. In US dollar terms, revenue
decreased US$27.3 million, or 2.6%, to US$1,022.0 million in FY 2013 from US$1,049.3 million in FY
2012.

Underlying EBITDA. Underlying EBITDA increased £0.8 million, or 1.0%, from £80.1 million in FY
2012 to £80.9 million in FY 2013. This increase was primarily due to operating efficiencies and fixed
cost savings, more than offsetting the reduction in revenue.

Depreciation. Depreciation decreased £0.6 million, or 2.0%, from £29.5 million in FY 2012 to
£28.9 million in FY 2013. This decrease was primarily due to the extra week of trading in FY 2012.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit increased
£1.4 million, or 2.8%, from £50.6 million in FY 2012 to £52.0 million in FY 2013. In US dollar terms,
underlying operating profit increased US$0.5 million, or 0.6%, to US$81.5 million in FY 2013 from
US$81.0 million in FY 2012.

Amortisation charges. Amortisation charges remained constant in FY 2013 and FY 2012.

(Loss)/Profit on disposal of properties. The division recognised a loss of £0.2 million on the disposal
of properties in FY 2013 compared to a profit of £5.0 million in FY 2012.

Operating profit. As a result of the foregoing factors, operating profit decreased £3.8 million, or 7.2%,
from £52.5 million in FY 2012 to £48.7 million in FY 2013. In US dollar terms, operating profit
decreased US$7.6 million, or 9.1%, to US$76.3 million in FY 2013 from US$83.9 million in FY 2012.

Segment results for UK Bus

FY 2012 FY 2013 Changes in %
(£ in millions)

Revenue 1,157.2 1,128.2 2.5
Underlying EBITDA 207.1 160.3 22.6
Depreciation (73.2) (70.1) 4.2
Capital grant amortisation 0.5 0.5 —

Underlying operating profit 134.4 90.7 32.5
Exceptional items 60.7 (19.8) 132.6
(Loss)/Profit on disposal of property (3.7) (2.7) 27.0

Operating profit 191.4 68.2 64.4

Revenue. Revenue decreased £29.0 million, or 2.5%, from £1,157.2 million in FY 2012 to
£1,128.2 million in FY 2013 despite the increased contract revenue resulting from the provision of
buses for shuttle services and express coach services for the London 2012 Games. This decrease was
primarily due to the extra week of trading in FY 2012 and depot sales and closures during FY 2012.
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Underlying EBITDA. Underlying EBITDA decreased £46.8 million, or 22.6%, from £207.1 million in FY
2012 to £160.3 million in FY 2013. This decrease was primarily due to external cost pressures,
principally fuel, pensions and payroll taxes, as well as reductions in government funding that impacted
on Bus Service Operators Grant and concessionary fare reimbursement rates.

Depreciation. Depreciation decreased £3.1 million, or 4.2%, from £73.2 million in FY 2012 to
£70.1 million in FY 2013. This decrease was primarily due to the extra week of trading in FY 2012 and
depot sales and closures in FY 2012.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit
decreased £43.7 million, or 32.5%, from £134.4 million in FY 2012 to £90.7 million in FY 2013.

Exceptional items. The division recognised exceptional costs of £19.8 million in FY 2013 compared to
exceptional income of £60.7 million in FY 2012. The exceptional costs in FY 2013 were primarily in
relation to depot sales and closures. The exceptional income in FY 2012 was primarily due to the
changes made to the UK Bus pension scheme, which resulted in a one-off gain of £73.3 million. In FY
2012, the Group linked pension increases to CPI rather than RPI, which usually shows a higher rate of
inflation and also introduced a pensionable pay cap, along with lower pension accrual rates. As a result
of these changes, future pension liabilities of the Group decreased in FY 2012, and the Group realised
a one-off exceptional gain of £73.3 million. The one-off gain was partially offset by depot sales and
closures (£10.7 million), and costs incurred in connection with the CC’s investigation into the UK local
bus market (which also included the costs of responding to the Office of Fair Trading’s market study
which led to the CC referral) (£1.9 million).

(Loss)/profit on disposal of properties. The division recognised a loss on disposal of properties of
£2.7 million in FY 2013 compared to a loss of £3.7 million in FY 2012

Operating profit. As a result of the foregoing factors, operating profit decreased £123.2 million, or
64.4%, from £191.4 million in FY 2012 to £68.2 million in FY 2013.

Segment results for UK Rail

FY 2012 FY 2013 Changes in %
(£ in millions)

Revenue 2,506.1 2,795.1 11.5
Underlying EBITDA 163.5 135.6 17.1
Depreciation (66.2) (105.0) 58.6
Capital grant amortisation 13.2 32.6 147.0

Underlying operating profit 110.5 63.2 42.8
Amortisation charges (3.4) (1.9) 44.1
Exceptional items (10.2) (20.9) 104.9

Operating profit 96.9 40.4 58.3

Revenue. Revenue increased £289.0 million, or 11.5%, from £2,506.1 million in FY 2012 to
£2,795.1 million in FY 2013. This increase was due primarily to higher passenger receipts and higher
subsidy receipts on the ScotRail franchise principally to offset CP4 increases in operating costs.

Underlying EBITDA. Underlying EBITDA decreased £27.9 million, or 17.1% from £163.5 million in FY
2012 to £135.6 million in FY 2013. This decrease was primarily due to lower profits at the First
Transpennine Express franchise in the franchise extension period, which was partially offset by higher
depreciation on the First Great Western franchise. In addition, the Group incurred higher UK Rail rolling
stock and track and station access charges principally at the ScotRail franchise due to changes in the
CP4 charging mechanism. As this charging mechanism is designed to be cost neutral to the operator,
these increased costs were matched by a correspondingly higher subsidy receipt at ScotRail.

Depreciation. Depreciation increased £38.8 million, or 58.6%, from £66.2 million in FY 2012 to
£105.0 million in FY 2013. This increase was primarily due to the acceleration of train heavy
maintenance depreciation under the First Great Western franchise.
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Capital grant amortisation. Capital grant amortisation increased £19.4 million, or 147.0%, from
£13.2 million in FY 2012 to £32.6 million in FY 2013. This increase was primarily due to a higher level
of grant funded assets predominantly in the First Great Western franchise.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit
decreased £47.3 million, or 42.8%, from £110.5 million in FY 2012 to £63.2 million in FY 2013.

Amortisation charges. Amortisation charges decreased £1.5 million, or 44.1%, from £3.4 million in FY
2012 to £1.9 million in FY 2013. The decrease was primarily due to the intangible asset in respect of
the First Capital Connect franchise being fully written down in FY 2012.

Exceptional items. The division recognised exceptional costs of £20.9 million in FY 2013, compared
to exceptional costs of £10.2 million in FY 2012, an increase of £10.7 million, or 104.9%. The
exceptional costs in FY 2013 related to a further provision for losses on the First Great Western
franchise of £9.9 million due to the seven rail period extension to October 2013, which was exercised
by the DfT during FY 2013. In addition, net franchise bidding costs of £6.0 million were incurred during
FY 2013 representing gross franchise bid costs and InterCity West Coast franchise mobilisation costs
less the InterCity West Coast franchise bid and mobilisation costs recovered or recoverable from the
DfT. Moreover, in FY 2013, the Group wrote off fully the remaining carrying value of the Group’s
investment in DSBFirst due to continued disappointing trading by this joint venture. The exceptional
costs in FY 2012 related to the bidding for franchises.

Operating profit. As a result of the foregoing factors, operating profit decreased £56.5 million, or
58.3%, from £96.9 million in FY 2012 to £40.4 million in FY 2013.

Group items

FY 2012 FY 2013 Changes in %
(£ in millions)

Revenue 12.4 12.8 3.2
Underlying EBITDA (28.9) (28.6) 1.0
Depreciation (1.0) (0.9) 10.0
Exceptional items (1.1) — —

Operating loss (31.0) (29.5) 4.8

Revenue. Revenue increased £0.4 million, or 3.2%, from £12.4 million in FY 2012 to £12.8 million in
FY 2013.

Underlying EBITDA. Underlying EBITDA loss decreased £0.3 million, or 1.0%, from a loss of
£28.9 million in FY 2012 to a loss of £28.6 million in FY 2013.

Depreciation. Depreciation decreased £0.1 million, or 10.0%, from £1.0 million in FY 2012 to
£0.9 million in FY 2013.

Exceptional costs. The Group recognised exceptional costs of nil in FY 2013 compared to
exceptional costs of £1.1 million in FY 2012.

Operating loss. As a result of the foregoing factors, operating loss decreased £1.5 million, or 4.8%,
from £31.0 million in FY 2012 to £29.5 million in FY 2013.

FY 2012 compared to FY 2011

Group Results

Revenue

Revenue increased £262.0 million, or 4.1%, from £6,416.7 million in FY 2011 to £6,678.7 million in FY
2012. Excluding the extra week of trading reflected in FY 2012, the increase would have been 2.9%.

On a segment basis, the increase reflected an increase in revenue in the First Transit, Greyhound, UK
Rail and UK Bus divisions, partially offset by a decrease in revenue from the First Student division. The
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following table sets forth the contribution of each of the divisions to the Group’s revenue for the periods
indicated (including discontinued operations that impacted Group items in both periods and UK Rail
(immaterially) in FY 2011).

FY 2011 FY 2012
(£ in millions) % (£ in millions) %

First Student 1,594.4 24.8 1,567.2 23.5
First Transit 771.5 12.0 778.6 11.7
Greyhound 634.6 9.9 657.2 9.8
UK Bus 1,137.5 17.7 1,157.2 17.3
UK Rail 2,269.8 35.4 2,506.1 37.5
Group items 8.9 0.1 12.4 0.2

Total 6,416.7 100.0 6,678.7 100.0

On a geographical basis, a decrease in revenue from the US was more than offset by increased
revenue from the UK and Canada. The following table sets forth the contribution to revenue by
geographical market for the periods indicated.

FY 2011 FY 2012
(£ in millions) % (£ in millions) %

UK 3,416.2 53.2 3,675.9 55.0
US 2,508.0 39.1 2,482.6 37.2
Canada 492.5 7.7 520.2 7.8

Total 6,416.7 100.0 6,678.7 100.0

The 7.6% increase in revenue from the UK reflected the increase in revenue from both UK Rail and UK
Bus divisions. The 1.0% decrease in revenue from the US reflected a decrease in revenue from the
First Student division. The 5.6% increase in revenue from Canada reflected the extra week of trading in
FY 2012 and higher shuttle activity in the First Transit division.

Operating costs before (loss)/profit on disposal of properties

Operating costs before (loss)/profit on disposal of properties increased £128.0 million, or 2.1%, from
£6,103.7 million in FY 2011 to £6,231.7 million in FY 2012. The increase was primarily due to the extra
week of trading in FY 2012 for all of the divisions excluding UK Rail.

Operating costs before (loss)/profit on disposal of properties comprised the following items:

FY 2011 FY 2012 Changes in %
(£ in millions)

Depreciation of property, plant and equipment 321.0 328.1 2.2
Operating lease charges 641.0 683.2 6.6
Amortisation charges 42.9 30.9 28.0
Capital grant amortisation (8.0) (13.7) 71.3
Cost of inventories recognised as an expense 720.5 756.0 4.9
Staff costs 2,827.1 2,872.2 1.6
Auditor’s remuneration for audit services 1.5 1.5 —
UK Rail franchise payments 406.6 520.5 28.0
Other operating costs(a) 1,151.1 1,053.0 8.5

Total 6,103.7 6,231.7 2.1

(a) See “Key Income Statement Items – Operating costs before (loss)/profit on disposal of properties – Other operating costs”
for a description of other operating costs.

Depreciation of property, plant and equipment increased in line with the increase of property, plant and
equipment owned by the Group.

Operating lease charges increased due to higher UK Rail rolling stock and track and station access
charges principally due to the introduction of new trains on certain ScotRail and First Capital Connect
routes.
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Amortisation charges decreased primarily due to the write-off of the remaining balance of the First
Great Western franchise intangible asset in FY 2011 (£7.6 million) as a result of projected losses to the
end of this franchise, which was not repeated in FY 2012.

Capital grant amortisation increased due to a higher level of grant funded assets, principally at First
Great Western.

Cost of inventories recognised as an expense increased principally due to higher fuel costs.

Staff costs comprised the following items:

FY 2011 FY 2012 Changes in
%

(£ in millions)

Wages and salaries 2,577.3 2,617.7 1.6
Social security costs 202.8 218.1 7.5
Other pension costs 47.0 36.4 22.6
Total 2,827.1 2,872.2 1.6

Even though the average monthly number of employees decreased from 127,619 in FY 2011 to
124,705 in FY 2012, staff costs increased principally due to funded positions within UK Rail.

UK Rail franchise payments increased due to contractual increases in the First Great Western and
First Capital Connect franchises.

Other operating costs decreased principally due to the UK Bus Pension Scheme changes that resulted
in a gain of £73.3 million being recognised under exceptional items in FY 2012, and costs associated
with the UK Rail First Great Western contract provision (£59.9 million), First Student recovery plan
(£39.5 million) and First Transit goodwill impairment and contract provision (£16.6 million) being
recognised under exceptional items in FY 2011, which were not repeated in FY 2012. This decrease
was partially offset by an increase in costs related to train fuel and electric current for traction
(£68.4 million in FY 2012 compared to £63.9 million in FY 2011), engineering costs (£155.3 million in
FY 2012 compared to £140.7 million in FY 2011), legal and professional fees (£51.2 million in FY 2012
compared to £43.4 million in FY 2011), contractor costs (£137.3 million in FY 2012 compared to
£130.7 million in FY 2011) and other costs (£84.2 million in FY 2012 compared to £64.7 million in
FY 2011).

Operating profit before (loss/profit) on disposal of properties

As a result of the foregoing factors, operating profit before (loss)/profit on disposal of properties
increased £134.0 million, or 42.8%, from £313.0 million in FY 2011 to £447.0 million in FY 2012.

(Loss)/profit on disposal of properties

In FY 2012, the Group realised £40.3 million on the disposal of certain properties, predominantly in
Greyhound operations, which resulted in a net profit on disposal of £1.0 million. In FY 2011, the Group
realised £10.1 million on the disposal of properties, which resulted in a net loss on disposal of
£4.4 million.

Operating profit

As a result of the foregoing factors, operating profit increased £139.4 million, or 45.2%, from
£308.6 million in FY 2011 to £448.0 million in FY 2012.

Investment income

Investment income increased £0.1 million, or 5.3%, from £1.9 million in FY 2011 to £2.0 million in
FY 2012. This increase reflected slightly higher cash balances during FY 2012.
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Finance costs

Finance costs decreased £13.9 million, or 7.6%, from £184.0 million in FY 2011 to £170.1 million in
FY 2012. This decrease was primarily due to a decrease in finance costs related to bank borrowings,
together with an overall lower interest rate environment, offset in part by increased (non-cash) charges
arising from hedge ineffectiveness on financial derivatives.

The following table sets forth the components of finance costs for the periods indicated:

FY 2011 FY 2012 Changes in %
(£ in millions)

Bonds 91.6 92.6 1.1
Bank borrowings 64.2 34.3 46.6
Fixed Rate Senior Loan Notes — 3.9 —
Floating Rate Loan Notes 1.0 1.0 —
Finance charges payable in respect of HP contracts and finance

leases 7.8 8.4 7.7
Notional interest on long term provisions 19.7 18.9 4.1
Finance costs before exceptional items 184.3 159.1 13.7
Hedge ineffectiveness on financial derivatives (0.3) 11.0 —
Total 184.0 170.1 7.6

The decrease in finance costs related to bank borrowings reflected the Group’s strategy of lowering its
reliance on bank borrowings. The decrease was also due to lower fixed interest rates on US dollar-
denominated debt.

Finance costs of £3.9 million in FY 2012 related to the issuance of the Fixed Rate Senior Loan Notes.

Finance charges payable in respect of HP contracts and finance leases increased due to
£119.3 million of new contracts entered into in FY 2012.

Notional interest on long term provisions decreased due to a decrease in the insurance reserve as old
claims were settled.

The ineffective element and undesignated fair value movements on financial derivatives resulted in a
non-cash charge of £11.0 million in FY 2012 compared to a non-cash credit of £0.3 million in FY 2011.
The principal component of the non-cash charge relates to fixed interest rate swaps that do not qualify
for hedge accounting but provide a cash flow hedge against variable rate debt from 2012 to 2015. The
Group anticipates that the charge in respect of these swaps will reverse over their contractual term.

Profit before tax

As a result of the foregoing factors, profit before tax increased by £153.4 million from £126.5 million in
FY 2011 to £279.9 million in FY 2012.

Tax

Tax increased by £33.4 million from £16.7 million in FY 2011 to £50.1 million in FY 2012. The tax
charge for FY 2012 represented an effective tax rate of 17.9%, compared to 13.2% in FY 2011.

The increase in tax was due to a lower tax credit relating to amortisation charges and exceptional items
(£0.4 million in FY 2012 compared to £41.3 million in FY 2011). The increase was also due to
increased one-off credit adjustment (£4.0 million in FY 2012 compared to £1.7 million in FY 2011) to
the UK deferred tax liability as a result of the reduction in the UK corporation tax rate from 26% to 24%
(2011: 28% to 26%) which would apply from April 2012.

The actual tax paid during FY 2012 was £17.7 million (FY 2011: £25.0 million). North American cash
tax remained low due to tax losses brought forward. The Group expects the North American cash tax
rate to remain low for the near term. The UK cash tax for FY 2012 was lower than UK cash tax for
FY 2011 principally due to higher cash pension payments in UK Bus.
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Profit for the year from continuing operations

As a result of the foregoing factors, profit from continuing operations increased £120.0 million, or
109.3%, from £109.8 million in FY 2011 to £229.8 million in FY 2012.

Segment results

The following table sets forth segment information on an underlying basis:

FY 2012 Underlying (£ in millions) Total
First Student First Transit Greyhound UK Bus UK Rail Group items

Revenue 1,567.2 778.6 657.2 1,157.2 2,506.1 17.7 6,684.0
Discontinued operations — — — — — (5.3) (5.3)

Revenue from continuing
operations 1,567.2 778.6 657.2 1,157.2 2,506.1 12.4 6,678.7

Underlying EBITDA 255.8 65.3 80.1 207.1 163.5 (28.9) 742.9
Depreciation (148.7) (9.5) (29.5) (73.2) (66.2) (1.0) (328.1)
Capital grant amortisation — — — 0.5 13.2 — 13.7

Underlying operating
profit 107.1 55.8 50.6 134.4 110.5 (29.9) 428.5

Amortisation charges (20.1) (4.3) (3.1) — (3.4) — (30.9)
Exceptional items — — — 60.7 (10.2) (1.1) 49.4
(Loss)/profit on disposal

of properties (0.3) — 5.0 (3.7) — — 1.0

Operating profit 86.7 51.5 52.5 191.4 96.9 (31.0) 448.0

FY 2011 Underlying (£ in millions) Total
First Student First Transit Greyhound UK Bus UK Rail Group items

Revenue 1,594.4 771.5 634.6 1,137.5 2,279.7 21.4 6,439.1
Discontinued operations — — — — (9.9) (12.5) (22.4)

Revenue from continuing
operations 1,594.4 771.5 634.6 1,137.5 2,269.8 8.9 6,416.7

Underlying EBITDA 278.1 66.3 68.7 220.0 158.6 (22.8) 768.9
Depreciation (149.8) (9.1) (28.5) (71.7) (57.4) (3.7) (320.2)
Capital grant amortisation — — — 0.5 7.5 — 8.0

Underlying operating
profit 128.3 57.2 40.2 148.8 108.7 (26.5) 456.7

Amortisation charges (20.4) (4.7) (3.1) — (14.7) — (42.9)
Exceptional items (39.5) (16.6) — (2.4) (41.9) (0.4) (100.8)
(Loss)/profit on disposal

of properties (0.1) — (1.2) (3.1) — — (4.4)

Operating profit 68.3 35.9 35.9 143.3 52.1 (26.9) 308.6

Segment results for First Student

FY 2011 FY 2012 Changes in %
(£ in millions)

Revenue 1,594.4 1,567.2 1.7
Underlying EBITDA 278.1 255.8 8.0
Depreciation (149.8) (148.7) 0.7

Underlying operating profit 128.3 107.1 16.5
Amortisation charges (20.4) (20.1) 1.5
Exceptional items (39.5) — —
(Loss)/profit on disposal of properties (0.1) (0.3) 200.0

Operating profit 68.3 86.7 26.9

Revenue. Revenue decreased £27.2 million, or 1.7%, from £1,594.4 million in FY 2011 to
£1,567.2 million in FY 2012 despite the extra week of trading reflected in FY 2012. This decrease was
primarily due to constraints on school budgets, which led to a decrease in the number of routes
operated and higher contract churn in the portfolio due to stronger price competition during the contract
bidding process stemming from a shrinking of the school bus market in addition to foreign exchange
movements. In US dollar terms, revenue increased US$17.7 million, or 0.7%, to US$2,497.9 million in
FY 2012 from US$2,480.2 million in FY 2011, reflecting the extra week of trading in FY 2012.
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Underlying EBITDA. Underlying EBITDA decreased £22.3 million, or 8.0%, from £278.1 million in
FY 2011 to £255.8 million in FY 2012. This decrease was primarily due to a higher level of lost routes,
as well as the costs to implement the recovery plan and higher fuel costs.

Depreciation. Depreciation decreased £1.1 million, or 0.7%, from £149.8 million in FY 2011 to
£148.7 million in FY 2012 due to a reduction in the division’s fleet.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit
decreased £21.2 million, or 16.5%, from £128.3 million in FY 2011 to £107.1 million in FY 2012. In
US dollar terms, underlying operating profit decreased US$30.7 million, or 15.3%, to US$169.5 million
in FY 2012 from US$200.2 million in FY 2011.

Amortisation charges. Amortisation charges decreased slightly by £0.3 million from £20.4 million in
FY 2011 to £20.1 million in FY 2012.

Exceptional items. Exceptional items were nil in FY 2012, compared to an exceptional cost of
£39.5 million in FY 2011. The exceptional cost in FY 2011 related to the costs of the programme
undertaken during FY 2011 to improve productivity in the division, which costs were not repeated in
FY 2012 (see “Significant Factors Impacting Results of Operations – Transformation initiatives – First
Student.”)

(Loss)/profit on disposal of properties. Loss on disposal of properties increased by £0.2 million from
£0.1 million in FY 2011 to £0.3 million in FY 2012.

Operating profit. As a result of the foregoing factors, operating profit increased £18.4 million, or
26.9%, from £68.3 million in FY 2011 to £86.7 million in FY 2012. In US dollar terms, operating profit
increased US$32.4 million, or 31.0%, to US$137.0 million in FY 2012 from US$104.6 million in
FY 2011.

Segment results for First Transit

FY 2011 FY 2012 Changes in %
(£ in millions)

Revenue 771.5 778.6 0.9
Underlying EBITDA 66.3 65.3 1.5
Depreciation (9.1) (9.5) 4.4

Underlying operating profit 57.2 55.8 2.4
Amortisation charges (4.7) (4.3) 8.5
Exceptional items (16.6) — —

Operating profit 35.9 51.5 43.5

Revenue. Revenue increased £7.1 million, or 0.9%, from £771.5 million in FY 2011 to £778.6 million in
FY 2012. This increase was primarily due to net contract wins and the extra week of trading reflected in
FY 2012. In US dollar terms, revenue increased US$43.6 million, or 3.6%, to US$1,242.6 million in
FY 2012 from US$1,199.0 million in FY 2011.

Underlying EBITDA. Underlying EBITDA decreased £1.0 million, or 1.5%, from £66.3 million in
FY 2011 to £65.3 million in FY 2012. This decrease was primarily due to increased benefit plan costs
and investments in DriveCam technology, a fleet management system for customers.

Depreciation. Depreciation increased £0.4 million, or 4.4%, from £9.1 million in FY 2011 to
£9.5 million in FY 2012. This increase was primarily due to further investment in the business in the
previous year.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit
decreased £1.4 million, or 2.4%, from £57.2 million in FY 2011 to £55.8 million in FY 2012. In US dollar
terms, underlying operating profit decreased $0.4 million to $89.1 million in FY 2012 from $89.5 million
in FY 2011.

Amortisation charges. Amortisation charges decreased £0.4 million, or 8.5%, from £4.7 million in
FY 2011 to £4.3 million in FY 2012.
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Exceptional items. Exceptional items were nil in FY 2012, compared to an exceptional cost of
£16.6 million in FY 2011. The exceptional cost in FY 2011 consisted of a charge made by the division
in connection with the Diego Garcia contract. The charge included a goodwill impairment charge of
£5.0 million and provision for projected losses of £11.6 million until the end of this contract (31 March
2013).

Operating profit. As a result of the foregoing factors, operating profit increased £15.6 million, or
43.5%, from £35.9 million in FY 2011 to £51.5 million in FY 2012. In US dollar terms, operating profit
increased $27.1 million, or 49.1%, to $82.3 million in FY 2012 from $55.2 million in FY 2011.

Segment results for Greyhound

FY 2011 FY 2012 Changes in %
(£ in millions)

Revenue 634.6 657.2 3.6
Underlying EBITDA 68.7 80.1 16.6
Depreciation (28.5) (29.5) 3.5

Underlying operating profit 40.2 50.6 25.9
Amortisation charges (3.1) (3.1) —
(Loss)/profit on disposal of properties (1.2) 5.0 516.7

Operating profit 35.9 52.5 46.2

Revenue. Revenue increased £22.6 million, or 3.6%, from £634.6 million in FY 2011 to £657.2 million
in FY 2012. This increase was primarily due to the expansion of the Greyhound Express service that
was launched in December 2010. During FY 2012, in addition to the two original Greyhound Express
networks serving the Midwest and Northeast United States, the division expanded services to the
Southeast from a hub in Atlanta in autumn 2012. Greyhound Express was also launched in four of the
largest cities in Alberta in 2011. In US dollar terms, revenue increased $64.3 million, or 6.5%, to
$1,049.3 million in FY 2012 from $985.0 million in FY 2011.

Underlying EBITDA. Underlying EBITDA increased £11.4 million, or 16.6%, from £68.7 million in
FY 2011 to £80.1 million in FY 2012. This increase was primarily due to the division’s continued cost
control and the operational leverage achieved from increased revenue.

Depreciation. Depreciation increased £1.0 million, or 3.5%, from £28.5 million in FY 2011 to
£29.5 million in FY 2012. This increase was primarily due to addition of more than 80 new vehicles to
the Greyhound fleet.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit increased
£10.4 million, or 25.9%, from £40.2 million in FY 2011 to £50.6 million in FY 2012. In US dollar terms,
underlying operating profit increased $18.7 million, or 30.0%, to $81.0 million in FY 2012 from
$62.3 million in FY 2011.

Amortisation charges. Amortisation charges remained constant at £3.1 million during the two periods.

(Loss)/profit on disposal of properties. The division recognised a profit of £5.0 million on the
disposal of properties in FY 2012 compared to a loss of £1.2 million in FY 2011. The profit in FY 2012
related to the disposal of properties predominantly in Greyhound, while the loss in FY 2011 related to
the disposal of properties mainly in UK Bus.

Operating profit. As a result of the foregoing factors, operating profit increased £16.6 million, or
46.2%, from £35.9 million in FY 2011 to £52.5 million in FY 2012. In US dollar terms, operating profit
increased $28.5 million, or 51.4%, to $83.9 million in FY 2012 from $55.4 million in FY 2011.
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Segment results for UK Bus

FY 2011 FY 2012 Changes in %
(£ in millions)

Revenue 1,137.5 1,157.2 1.7
Underlying EBITDA 220.0 207.1 5.9
Depreciation (71.7) (73.2) 2.1
Capital grant amortisation 0.5 0.5 —

Underlying operating profit 148.8 134.4 9.7
Exceptional items (2.4) 60.7 —
(Loss)/profit on disposal of properties (3.1) (3.7) 19.4

Operating profit 143.3 191.4 33.6

Revenue. Revenue increased £19.7 million, or 1.7%, from £1,137.5 million in FY 2011 to
£1,157.2 million in FY 2012. This increase was primarily due to the extra week of trading reflected in
FY 2012. Excluding the extra week of trading, revenue would have remained relatively stable during
the two periods.

Underlying EBITDA. Underlying EBITDA decreased £12.9 million, or 5.9%, from £220.0 million in
FY 2011 to £207.1 million in FY 2012. This decrease was primarily due to challenging trading
conditions in certain urban areas where the Group operates, which adversely affected passenger
volumes, as well as higher fuel costs.

Depreciation. Depreciation increased £1.5 million, or 2.1%, from £71.7 million in FY 2011 to
£73.2 million in FY 2012. This increase was primarily due to continued investment in the bus fleet and
ticketing technology.

Capital grant amortisation. Capital grant amortisation remained constant at £0.5 million during the
two periods.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit
decreased £14.4 million, or 9.7%, from £148.8 million in FY 2011 to £134.4 million in FY 2012.

Exceptional items. The division recognised exceptional income of £60.7 million in FY 2012 compared
to exceptional costs of £2.4 million in FY 2011. The exceptional income in FY 2012 was primarily due
to the changes made to the UK Bus pension scheme, which resulted in a one-off gain of £73.3 million.
In FY 2012, the Group linked pension increases to CPI rather than RPI, which usually shows a higher
rate of inflation and also introduced a pensionable pay cap, along with lower pension accrual rates. As
a result of these changes, future pension liabilities of the Group decreased in FY 2012, and the Group
realised a one-off exceptional gain of £73.3 million.

The one-off gain was partially offset by depot sales and closures (£10.7 million), and costs incurred in
connection with the CC’s investigation into the UK local bus market (which included the Office of Fair
Trading’s market study which led to the CC referral) (£1.9 million). Exceptional costs in FY 2011 were
attributable to restructuring of the bus depots (£1.0 million) and costs related to the CC investigation as
described above (£1.4 million).

(Loss)/profit on disposal of properties. The division recognised a loss of £3.7 million on the disposal
of properties in FY 2012 compared to a loss of £3.1 million in FY 2011, an increase of £0.6 million, or
19.4%.

Operating profit. As a result of the foregoing factors, operating profit increased £48.1 million, or
33.6%, from £143.3 million in FY 2011 to £191.4 million in FY 2012.
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Segment results for UK Rail

FY 2011 FY 2012 Changes in %
(£ in millions)

Revenue 2,269.8 2,506.1 10.4
Underlying EBITDA 158.6 163.5 3.1
Depreciation (57.4) (66.2) 15.3
Capital grant amortisation 7.5 13.2 76.0

Underlying operating profit 108.7 110.5 1.7
Amortisation charges (14.7) (3.4) 76.9
Exceptional items (41.9) (10.2) 75.7

Operating profit 52.1 96.9 86.0

Revenue. Revenue increased £236.3 million, or 10.4%, from £2,269.8 million in FY 2011 to
£2,506.1 million in FY 2012. This increase was due primarily to increased passenger demand for rail
services, as well as increased revenue support for First Great Western and First Capital Connect under
the terms of their respective rail franchise agreements.

Underlying EBITDA. Underlying EBITDA increased £4.9 million, or 3.1%, from £158.6 million in
FY 2011 to £163.5 million in FY 2012. This increase was primarily due to the division’s continued cost
control.

Depreciation. Depreciation increased £8.8 million, or 15.3%, from £57.4 million in FY 2011 to
£66.2 million in FY 2012. This increase was primarily due to heavy maintenance costs and a higher
level of grant funded assets primarily at First Great Western.

Capital grant amortisation. Capital grant amortisation increased £5.7 million, or 76.0%, from
£7.5 million in FY 2011 to £13.2 million in FY 2012. This increase was primarily due to a higher level of
grant funded assets.

Underlying operating profit. As a result of the foregoing factors, underlying operating profit increased
£1.8 million, or 1.7%, from £108.7 million in FY 2011 to £110.5 million in FY 2012.

Amortisation charges. Amortisation charges decreased £11.3 million, or 76.9%, from £14.7 million in
FY 2011 to £3.4 million in FY 2012. The decrease was primarily due to the write-off of the remaining
balance of the First Great Western franchise intangible asset (£7.6 million in FY 2011).

Exceptional items. The division recognised exceptional costs of £10.2 million in FY 2012, compared
to exceptional costs of £41.9 million in FY 2011, a decrease of £31.7 million, or 75.7%. The exceptional
costs in FY 2012 were related to the bidding for franchises. The bidding costs were £2.7 million in
FY 2011. The exceptional costs in FY 2011 also included the First Great Western contract provision of
£59.9 million, which was partially offset by exceptional income of £22.5 million from the settlement of a
claim against Network Rail from the previous Great Western Trains franchise. In addition, there was a
£1.8 million provision for the investment in DSBFirst in FY 2011.

Operating profit. As a result of the foregoing factors, operating profit increased £44.8 million, or
86.0%, from £52.1 million in FY 2011 to £96.9 million in FY 2012.

Group items

FY 2011 FY 2012 Changes in %
(£ in millions)

Revenue 8.9 12.4 39.3
Underlying EBITDA (22.8) (28.9) 26.8
Depreciation (3.7) (1.0) 73.0
Exceptional items (0.4) (1.1) 175.0

Operating loss (26.9) (31.0) 15.2

Revenue. Revenue increased £3.5 million, or 39.3%, from £8.9 million in FY 2011 to £12.4 million in
FY 2012. This increase was due to a rebasing of revenue (in relation to costs) under the Group’s
tramlink contract with TfL.
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Underlying EBITDA. Underlying EBITDA loss increased £6.1 million, or 26.8%, from a loss of
£22.8 million in FY 2011 to a loss of £28.9 million in FY 2012. This increase was principally due to
higher corporate costs relating to strategy and planning.

Depreciation. Depreciation decreased £2.7 million, or 73.0%, from £3.7 million in the in FY 2011 to
£1.0 million in FY 2012. This decrease was due to IT assets being written off at the end of an
outsourcing contract in FY 2011.

Exceptional costs. The Group recognised exceptional costs of £1.1 million in FY 2012 compared to
exceptional costs of £0.4 million in FY 2011, an increase of £0.7 million.

Operating loss. As a result of the foregoing factors, operating loss increased £4.1 million, or 15.2%,
from £26.9 million in FY 2011 to £31.0 million in FY 2012.

7. LIQUIDITY AND CAPITAL RESOURCES

Overview

Historically, the principal sources of funds for the Group were cash generated from operations,
proceeds from offerings of ordinary shares, proceeds from the issuance of bonds and loan notes (see
“Capitalisation and Indebtedness” below) and borrowings under bank facilities.

The proceeds of the Rights Issue will be used for continued investment in the business (as described
in Section 2 of Part III (Letter from the Chairman) of this document) and to reduce the Group’s net
indebtedness by voluntarily paying down borrowings under the Group’s bank facilities.

Of the net proceeds from the Rights Issue of approximately £585 million:

• the Company will, voluntarily, use approximately £215 million to repay debt; and

• the remainder, approximately £370 million, will be retained by the Group and, together with
existing and anticipated cash resources generated from the Group’s operations, will be used to
fund the Group’s investment plan of approximately £1.6 billion over the next four years as set out
in Section 2 of Part III (Letter from the Chairman) of this document. Of this amount, it is expected
that approximately £340 million will be invested in the Group’s businesses before 31 March 2014
and the remainder over the period between 31 March 2014 and 31 March 2017.

Whilst not the Company’s current intention, if other opportunities for the Group were to arise following
receipt of the net proceeds from the Rights Issue, the Company may consider pursuing such
opportunities instead of repaying debt.

The Group’s principal uses of funds are to fund working capital needs (including those arising from the
seasonality of its revenue streams as indicated in “Significant Factors Impacting Results of Operations
– Seasonality” above), capital expenditures and interest payments in respect of its bonds and loan
notes, as well as borrowings under its bank facilities.

As at 31 March 2013, the Group’s net debt to underlying EBITDA ratio was 3.0 times (31 March 2012: 2.5
times). The average debt duration at 31 March 2013 was 5.4 years (31 March 2012: 5.5 years). At
31 March 2013, there was £1,215.5 million (31 March 2012: £795.8 million) of committed headroom and
free cash comprising £821.6 million (31 March 2012: £631.8 million) of headroom under the Multilateral
RCF (as defined below) and free cash balances of £393.9 million (31 March 2012: £164.0 million).
Largely due to seasonality in the North American school bus business, committed headroom typically
reduces from March to October and increases thereafter. Free cash excludes so-called ring-fenced cash.
Under the terms of rail franchise agreements, cash can only be distributed by TOCs either up to the lower
amount of their retained profits or the amount determined by prescribed liquidity ratios. The ring-fenced
cash represents that amount which is not available for distribution or the amount required to satisfy the
liquidity ratio at the balance sheet date. See “Capitalisation and Indebtedness” below.

The objective of the Group’s liquidity risk management is to ensure sufficient committed liquidity
resources exist. The Directors believe that the Group has a diversified debt structure primarily
represented by medium term unsecured syndicated and bilateral committed bank facilities, medium to
long term unsecured bond debt and finance leases. The Group’s treasury policy requires that debt
obligations must be addressed well in advance of their due dates, that a minimum of £250 million of
committed headroom is maintained within medium term bank facilities at all times and such facilities
must be renewed or replaced well before their expiry dates.
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FirstGroup is a holding company with no source of operating income. It is therefore dependent on its
capital raising abilities and dividend payments from its subsidiaries.

Cash Flow

The following table set forth information relating to the Group’s consolidated cash flows for the periods
under review.

FY 2011 FY 2012 FY 2013
(£ in millions)

Consolidated Cash Flow Statement Data:

Cash and cash equivalents at the beginning of the year . . . . . . . . . . . . . . . . . 335.0 388.0 499.7
Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 555.7 475.4 332.7
Net cash used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (165.6) (109.1) (157.4)
Net cash used in financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (336.7) (252.2) 3.8
Net increase/(decrease) in cash and cash equivalents before foreign

exchange movements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53.4 114.1 179.1
Foreign exchange movements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.4) (2.4) 3.3
Cash and cash equivalents at the end of the year . . . . . . . . . . . . . . . . . . . . . . 388.0 499.7 682.1

Cash flow from operating activities

Net cash inflow from operating activities decreased £142.7 million, or 30.0%, from £475.4 million in
FY 2012 to £332.7 million in FY 2013. This decrease was primarily due to lower operating profit in
FY 2013 compared with FY 2012, a reduction in payables (outflow of £32.2 million in FY 2013
compared to an inflow of £34.6 million in FY 2012) and a reduction in receivables (outflow of
£8.2 million in FY 2013 compared to an inflow of £34.0 million in FY 2012) partially offset by lower
defined benefit pension payments in excess of income statement charge (£94.0 million in FY 2013
compared to £160.4 million in FY 2012) and a lower decrease in provisions (£12.2 million decrease in
FY 2013 compared to a £77.8 million decrease in FY 2012).

Net cash inflow from operating activities decreased £80.3 million, or 14.5%, from £555.7 million in
FY 2011 to £475.4 million in FY 2012. This decrease was primarily due to increased defined benefit
pension payments in excess of income statement charges (£160.4 million in FY 2012 compared to
£43.5 million in FY 2011). This decrease was also due to a decrease in provisions in FY 2012 of
£77.8 million (compared to an increase in provisions of £0.4 million in FY 2011) as a result of the
provision for losses on the First Great Western franchise transferring to current liabilities and higher
insurance payments.

Cash flow from investing activities

Net cash used in investing activities increased £48.3 million, or 44.3%, from £109.1 million in FY 2012
to £157.4 million in FY 2013. This increase was primarily due to higher purchases of property, plant
and equipment of £42.2 million (£213.1 million in FY 2013 compared to £170.9 million in FY 2012) and
lower proceeds from asset disposals of £43.0 million (£57.7 million in FY 2013 compared to
£14.7 million in FY 2012), partially offset by higher proceeds from business disposals of £33.7 million
(£39.2 million in FY 2013 compared to £5.5 million in FY 2012).

Net cash used in investing activities decreased £56.5 million, or 34.1%, from £165.6 million in FY 2011
to £109.1 million in FY 2012. This decrease was primarily due to decreased purchases of property,
plant and equipment (£170.9 million in FY 2012 compared to £210.3 million in FY 2011) and increased
proceeds from the disposal of property, plant and equipment (£57.7 million in FY 2012 to £21.8 million
in FY 2011). This decrease was partially offset by a decrease in proceeds from disposal of subsidiaries
(£5.5 million in FY 2012 related to the disposal of FirstGroup Deutschland GmbH, compared to
£24.3 million in FY 2011 related to the disposal of GB Railfreight).

Cash flow from financing activities

Net cash used in financing activities decreased £256.0 million, or 101.5%, from £252.2 million used in
FY 2012 to £3.8 million generated in FY 2013. This decrease was primarily due to the repayment of
bank facilities in FY 2012 and FY 2013, refinanced by the issuance of 2022 Bonds in FY 2013. The
movement in bank debt and the issuance of the 2022 Bonds reflected the Group’s strategy of lowering
its reliance on bank loans in favour of capital markets instruments.
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Net cash used in financing activities decreased £84.5 million, or 25.1%, from £336.7 million in FY 2011
to £252.2 million in FY 2012. This decrease was primarily due to the receipt of £90.2 million in net
proceeds from the issuance of the Senior Loan Notes in 2012 and lower repayments of bank debt
(£179.8 million in FY 2012 compared to £307.7 million in FY 2011). This decrease was partially offset
by lower proceeds from bank facilities (£2.5 million in FY 2012 compared to £124.1 million in FY 2011).
The movements in bank facilities and the issuance of the Senior Loan Notes reflected the Group’s
strategy of lowering its reliance on bank loans in favour of capital markets instruments.

Capitalisation and Indebtedness

The following table set forth the capitalisation of the Group at the dates indicated.

31 March
2012 2013

(£ in millions)

Current financial liabilities:
Guaranteed

Short-term bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69.3 —
6.875% bonds due 2013 (“2013 Bonds”) – accrued interest 20.3 319.8(2)

8.125% bonds due 2018 (“2018 Bonds”) – accrued interest 12.9 12.8
6.125% bonds due 2019 (“2019 Bonds”) – accrued interest 3.0 3.0
8.750% bonds due 2021 (“2021 Bonds”) – accrued interest 30.2 30.1
5.250% bonds due 2022 (“2022 Bonds”) – accrued interest — 5.7
6.875% bonds due 2024 (“2024 Bonds”) –accrued interest 7.2 7.2
Unguaranteed/unsecured

HP contracts and finance leases(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52.4 62.7

Total current financial liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 195.3 441.3

Non-current financial liabilities:
Guaranteed

Syndicated and bilateral unsecured bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 426.0 385.4
2013 Bonds(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 298.5 —
2018 Bonds(1)(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 296.7 297.1
2019 Bonds(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 299.7 305.4
2021 Bonds(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 347.1 347.4
2022 Bonds(1)(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 319.1
2024 Bonds(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 199.0 199.5
Fixed Rate Senior Loan Notes(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93.3 98.3
Floating Rate Loan Notes(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.7 9.7
Unguaranteed/unsecured

HP contracts and finance leases(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 282.9 355.5

Total non-current financial liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,252.9 2,317.4

Equity:

Share capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24.1 24.1
Share premium . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 676.4 676.4
Hedging reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.5 (32.6)
Other reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.6 4.6
Own shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.1) (1.1)
Translation reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 145.7 248.9
Retained earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3.6) (125.7)
Equity attributable to equity holders of the parent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 858.6 794.6
Non-controlling interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.4 24.7

Total equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 881.0 819.3

Total capitalisation(7) 3306.8 3553.3

(1) See “Bonds” below.
(2) Includes principal amount due upon maturity in April 2013.
(3) Stated excluding accrued interest, swapped to US dollar and adjusted for movements on associated derivatives.
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(4) Stated excluding accrued interest, partially swapped to US dollar and adjusted for movements on associated derivatives
(5) Consists of obligations under contracts for the hiring of passenger-carrying vehicle fleet and other plant and equipment.
(6) See “Loan notes” below.
(7) Consists of total current and non-current financial liabilities and equity attributable to equity holders of the parent.

The Company has no secured financial liabilities.

Giving effect to the impact of financial derivatives, the Group’s net debt at 31 March 2013 was
£1,979.1 million (31 March 2012: £1,837.5 million). The following table sets forth the components of
the Group’s net debt:

31 March
2012 2013

(£ in millions)

2013 Bonds(1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 298.5 299.4
2018 Bonds(1)(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 325.1 343.0
2019 Bonds(1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 249.4 249.6
2021 Bonds(1)(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 331.6 339.0
2022 Bonds(1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 319.1
2024 Bonds(1)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 199.0 199.5
US dollar bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 369.7 358.1
Canadian dollar bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113.9 15.5
Euro and other bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.7 11.8
HP contracts and finance leases(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 335.3 418.2
Fixed Rate Senior Loan Notes(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93.3 98.3
Floating Rate Loan Notes(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.7 9.7
Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (164.0) (393.9)
UK Rail ring-fenced cash and deposits(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (323.2) (273.8)
Other ring-fenced cash and deposits(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12.5) (14.4)

Net debt(8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,837.5 1,979.1

(1) See “Bonds” below.
(2) Excludes accrued interest.
(3) Stated excluding accrued interest, swapped to US dollars and adjusted for movements on associated derivatives.
(4) Stated excluding accrued interest, partially swapped to US dollars and adjusted for movements on associated derivatives.
(5) Consists of obligations under contracts for the hiring of passenger-carrying vehicle fleet and other plant and equipment.
(6) See “Loan notes” below.
(7) Under the terms of rail franchise agreements, cash can only be distributed by TOCs either up to the lower amount of their

retained profits or the amount determined by prescribed liquidity ratios. The ring-fenced cash represents that amount which
is not available for distribution or the amount required to satisfy the liquidity ratio at the balance sheet date. At 31 March
2013, UK Rail ring-fenced cash was attributable to First Capital Connect in the amount of £95.4 million, First Great Western
in the amount of £20.3 million, ScotRail in the amount of £103.7 million and First TransPennine Express in the amount of
£54.4 million.

(8) The Group defines net debt as the sum of total borrowings, which includes the Bonds, US dollar bank loans, Canadian dollar
bank loans, euro and other bank loans, HP contracts and finance leases, and the Loan Notes less cash, UK Rail ring-fenced
cash and deposits and other ring-fenced cash and deposits. The Group believes that net debt is a useful measure because
it indicates the level of debt after taking account of the liquid financial assets within the Group and incorporating the fair
value of derivative instruments in connection with the 2018 Bonds, 2019 Bonds and 2021 Bonds and excludes all accrued
interest. The presentation of net debt is not required by, or presented in accordance with, IFRS. Net debt should not be
viewed as a substitute for indebtedness reflected on the Group’s consolidated balance sheet.
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On 15 April 2013, the 2013 Bonds matured and were paid in full.

As at 30 April 2013, the Group’s net debt was £2,252.9 million.

The following table sets forth the net debt of the Group at 31 March 2013, categorised into current and
non-current financial indebtedness and without giving effect to the impact of financial derivatives.

31 March 2013

£ in millions

Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 393.9
Cash equivalents(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 288.2
Trading securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Liquidity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 682.1

Current financial receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —

Current bank debt. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Current portion of non-current debt(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 378.6
Other current financial debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62.7

Current financial liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 441.3

Net current financial indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (240.8)

Non-current bank loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 385.4
Bonds issued(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,468.5
Other non-current loans(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 463.5
Non-current financial indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,317.4

Net Financial indebtedness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,076.6)

(1) Consists of UK Rail and other ring-fenced cash and deposits. Under the terms of rail franchise agreements, cash can only
be distributed by TOCs either up to the lower amount of their retained profits or the amount determined by prescribed
liquidity ratios. The ring-fenced cash represents that amount which is not available for distribution or the amount required to
satisfy the liquidity ratio at the balance sheet date. At 31 March 2013, UK Rail ring-fenced cash was attributable to First
Capital Connect in the amount of £95.4 million. First Great Western in the amount of £20.3 million, ScotRail in the amount of
£103.7 million and First TransPennine Express in the amount of £54.4 million.

(2) Consists of principal in the case of 2013 Bonds, and accrued interest on the 2013 Bonds, 2018 Bonds, 2019 Bonds, 2021
Bonds, 2022 Bonds and 2024 Bonds. See “Bonds” below.

(3) Consists of the 2018 Bonds, 2019 Bonds, 2021 Bonds, 2022 Bonds and 2024 Bonds. See “Bonds” below.
(4) Consists of syndicated and bilateral unsecured bank loans, Fixed Rate Senior Loan Notes and Floating Rate Loan Notes.

See “Bank loans” and “Loan notes” below.

Bonds

As of 31 March 2013, the following bonds issued by the Company were outstanding:

• £300 million aggregate principal amount of the 2013 Bonds;

• £300 million aggregate principal amount of the 2018 Bonds;

• £250 million aggregate principal amount of the 2019 Bonds;

• £350 million aggregate principal amount of the 2021 Bonds;

• £325 million aggregate principal amount of the 2022 Bonds; and

• £200 million aggregate principal amount of the 2024 Bonds.
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The following table sets forth details of the Bonds as of the dates indicated.

Interest
Payable

Month Fair value
(£ in millions)(1)

Effective Interest Rates (%)

31 March
2012

31 March
2013

31 March
2012

31 March
2013

2013 Bonds Annually April 330.8 320.3 7.10 7.10
2018 Bonds Annually September 371.4 374.5 8.32 8.32
2019 Bonds Annually January 272.1 277.6 6.18 6.18
2021 Bonds Annually April 462.5 473.9 8.87 8.87
2022 Bonds Annually November — 346.6 — 5.49
2024 Bonds Annually September 226.2 238.0 6.95 6.95

(1) Inclusive of accrued interest.

The Bonds contain limitations on the ability of the Company and its Material Subsidiaries (as defined in
the Bonds) to create or permit to subsist any security interest over their present or future assets,
revenue, undertakings or business for the purpose of securing the payment of any Indebtedness (as
defined in the Bonds) without at the same time according the holders of Bonds with a similar security
interest or such other security interest as the trustees under the Bonds may deem not materially less
beneficial to the holders of the Bonds. Notwithstanding the foregoing, security interests may be created
or permitted to subsist (without the obligation to accord) upon Indebtedness up to certain thresholds.

The Bonds are unsecured. Certain of the Company’s subsidiaries have provided guarantees in respect
of the Bonds. The following table sets forth the guarantor subsidiaries of the Bonds.

Guarantor subsidiaries

2013 Bonds First Student, Inc., First Transit, Inc., Laidlaw Transit, Inc., Greyhound Lines, Inc. and
First West Yorkshire Limited

2018 Bonds First Student, Inc., First Transit, Inc., Laidlaw Transit, Inc., Greyhound Lines, Inc. and
First West Yorkshire Limited

2019 Bonds First Student, Inc., First Transit, Inc., Laidlaw Transit, Inc., Greyhound Lines, Inc. and
First West Yorkshire Limited

2021 Bonds First Student, Inc., First Transit, Inc., Greyhound Lines, Inc. and First West Yorkshire
Limited

2022 Bonds First Student, Inc., First Transit, Inc., Greyhound Lines, Inc., FirstGroup America, Inc.
and First West Yorkshire Limited

2024 Bonds First Student, Inc., First Transit, Inc., Greyhound Lines, Inc. and First West Yorkshire
Limited

The Company may redeem the Bonds at any time at the applicable redemption prices. In the event the
Company would have to pay additional amounts under the Bonds due to a change in law, among other
things, it may redeem all (but not some) of the Bonds.

The 2018 Bonds, 2021 Bonds, 2022 Bonds and 2024 Bonds provide that if the Group experiences an
event treated as a “change of control” and the ratings of the bonds are downgraded to non-investment
grade within a specified period after the change of control event as a result of such change of control
event, the Company is required to offer to repurchase the bonds at par. The 2018 Bonds, 2021 Bonds,
2022 Bonds and 2024 Bonds contain an interest step-up of 1.25% per annum if the bonds cease to be,
and for so long as they are not, rated investment grade by at least two rating agencies.

A change of control in respect of the 2019 Bonds may result in an increase of 1.5% per annum in the
interest rate payable on those bonds if the credit rating of the bonds is downgraded by a specified
amount (or an investment grade rating is not assigned to the bonds) as a result of such change of
control within a specified period after that change of control. An increase of 1.5% per annum will also
occur if the Group carries out disposals or acquisitions over a 12-month period where the aggregate
turnover attributable to such disposals or acquisitions is greater than 30% of the turnover of the Group,
and the credit rating of the bonds is downgraded by a specified amount (or an investment grade rating
is not assigned to the bonds) within a specified period after the disposal or acquisition as a result of
that disposal or acquisition.
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Bank loans

Multilateral RCF

On 9 December 2010, the Company entered into a US$1,250 million multicurrency revolving credit and
guarantee facility as borrower (the “Multilateral RCF”) with, amongst others, The Royal Bank of
Scotland plc as agent. The obligations of the borrowers under the Multilateral RCF are guaranteed by
the Company, First Transit, Inc., First Student, Inc., Greyhound Lines, Inc. and First West Yorkshire
Limited (together, the “Financing Guarantors”).

The facilities under the Multilateral RCF comprise a guarantee facility for the issue of appropriate
guarantees in respect of obligations of the members of the Group up to a maximum aggregate value of
US$250 million (or its equivalent) and a revolving credit facility. The revolving credit facility can be
drawn and guarantees can be issued in US dollars or in Pounds Sterling, euros or Canadian dollars or
any other currency agreed to by the lending banks. The revolving credit facility and guarantee facility
will automatically be cancelled in full on 9 December 2015 and all outstanding utilisations under such
facilities must be repaid on that date.

Borrowings under the Multilateral RCF bear interest at EURIBOR (in respect of loans denominated in
euro) or LIBOR (in respect of loans denominated in any other currency) plus a margin. Since the facility
was entered into, the margin has been determined by reference to a net leverage ratio grid, and the
margin adjusts half yearly with reference to the net leverage ratio for the previous 12-month period.

The Multilateral RCF includes prepayment provisions that are customary for an investment grade
facility, including mandatory prepayment of all outstanding loans and cancellation of all commitments if
after a 30 day period following a change of control of the Company the majority of the banks
(effectively 66 2/3%) do not want to continue to lend. The Multilateral RCF also contains restrictions on,
amongst other things, the ability of the members of the Group to make disposals (subject to an annual
basket of whichever is the higher of 15% of gross assets or EBITDA (as defined in the Multilateral
RCF)), engage in large-scale acquisitions (including Class 1 transactions which would result in the
Group being sub-investment grade or the majority of its business being outside of Europe and North
America) or create security (subject to a monetary basket which increases each year and is currently
£310 million, increasing to £360 million over time) subject in each case to customary exceptions.

The Multilateral RCF also contains net leverage ratio and a fixed charge coverage ratio covenants
tested at Group level on a half-yearly basis.

• The Group’s net leverage ratio (i.e. ratio of total consolidated net borrowings as at the last day
of a particular twelve-month ratio period to EBITDA (as defined in the Multilateral RCF) for
that ratio period) must not be greater than (a) 3.5:1 for the 12-month period ending on
31 March, and (b) 3.75:1 for the 12-month period ending on 30 September.

The Company may, on no more than two occasions, elect to increase the net leverage ratio to
4.0:1.0, provided that on the date on which it elects to increase the ratio, the Group or its
holding company (if any) is rated as investment grade.

• The Group’s fixed charge coverage ratio for each six-month ratio period must be greater than
1.4:1, provided that the ratio may, at the option of the Company to be exercised once only, be
1.2:1 for three consecutive ratio periods.

The Multilateral RCF contains events of default that are customary for an investment grade facility.

As of 31 March 2013, £75.9 million (including letters of credit) had been drawn under the Multilateral
RCF.

Bilateral facilities

BofA Bilateral Facility. On 6 October 2008, the Company entered into a US$75 million term loan
facility agreement (which was amended and restated on 3 November 2011) as borrower with Bank of
America, N.A. as lender (the “BofA Bilateral Facility”).

As at 31 March 2013, US$75 million was drawn under the BofA Bilateral Facility.
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Borrowings under the BOA Bilateral Facility bear interest at LIBOR plus a margin of 1.50% per annum.
The loan is required to be repaid in full on 9 December 2015. The obligations of the Company under
the BOA Bilateral Facility are guaranteed by the Financing Guarantors.

The BofA Bilateral Facility contains mandatory prepayment provisions, undertakings, financial
covenants and events of default on substantially the same terms as those contained in the Multilateral
RCF.

Tokyo-Mitsubishi Bilateral Facility. On 12 May 2008, the Company entered into a US$225 million
term loan facility (which was amended and restated on 10 August 2010 and 14 February 2012) as
borrower with the Bank of Tokyo-Mitsubishi UFJ, LTD as lender (the “Tokyo-Mitsubishi Bilateral

Facility”).

As at 31 March 2013, US$225 million was drawn under the Tokyo-Mitsubishi Bilateral Facility.

Borrowings under the Tokyo-Mitsubishi Bilateral Facility bear interest at LIBOR plus a margin. The
margin is determined by reference to a net leverage ratio grid, and the margin adjusts half yearly with
reference to the net leverage ratio for the previous 12-month period.

The loan is required to be repaid in three instalments of US$75 million each on 31 October 2013,
30 April 2014 and 30 April 2015. The Company may, however, choose to defer payment of the first two
instalments to 31 October 2014 and 30 April 2015, respectively. The obligations of the Company under
the Tokyo-Mitsubishi Bilateral Facility are guaranteed by the Financing Guarantors.

The Tokyo-Mitsubishi Bilateral Facility contains mandatory prepayment provisions, undertakings,
financial covenants and events of default on substantially the same terms as those contained in the
Multilateral RCF.

Fortis Bilateral Facility. On 3 April 2012, the Company entered into a £75 million revolving credit
facility agreement as borrower with Fortis Bank SA/NV, UK Branch as lender (the “Fortis Bilateral

Facility”).

As at 31 March 2013, nil was drawn under the Fortis Bilateral Facility.

Borrowings under the Fortis Bilateral Facility bear interest at LIBOR plus a margin of 1.80% per
annum.

The loan is available for drawing until, and all outstanding loans are to be repaid on, 3 April 2015. The
obligations of the Company under the Fortis Bilateral Facility are guaranteed by the Financing
Guarantors.

The Fortis Bilateral Facility contains mandatory prepayment provisions, undertakings, financial
covenants and events of default on substantially the same terms as those contained in the Multilateral
RCF. The Fortis Bilateral Facility also provides for mandatory prepayment of all outstanding loans if the
Multilateral RCF is fully drawn and a repayment or prepayment is to be made (other than a rollover
repayment or prepayment) which results in the Multilateral RCF no longer being fully drawn.

Mizuho Bilateral Facility. On 2 April 2012, the Company entered into a US$100 million term loan
facility agreement as borrower with Mizuho Corporate Bank, Ltd as lender (the “Mizuho Bilateral

Facility”).

As at 31 March 2013, US$100 million was drawn under the Mizuho Bilateral Facility.

Borrowings under the Mizuho Bilateral Facility bear interest at LIBOR plus a margin. The margin is
determined by reference to a net leverage ratio grid, and the margin adjusts half yearly with reference
to the net leverage ratio for the previous 12 month period.

The loan is to be repaid in full on 2 April 2016. The obligations of the Company under the Mizuho
Bilateral Facility are guaranteed by the Financing Guarantors.
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The Mizuho Bilateral Facility contains mandatory prepayment provisions, undertakings, financial
covenants and events of default on substantially the same terms as those contained in the Multilateral
RCF. In addition, the Mizuho Bilateral Facility provides that the lender may elect at its sole discretion to
demand repayment and cancellation of the Mizuho Bilateral Facility on 30 April 2015 if the aggregate
revenue of each TOC which is a subsidiary of the Company is less than £1 billion as at 31 March 2015.

Sumitomo Bilateral Facility. On 9 December 2010, the Company entered into a US$150 million term
loan facility agreement as borrower with Sumitomo Mitsui Banking Corporation as lender (the
“Sumitomo Bilateral Facility”).

As at 31 March 2013, US$150 million was drawn under the Sumitomo Bilateral Facility.

Borrowings under the Sumitomo Bilateral Facility bear interest at LIBOR plus a margin. The margin is
determined by reference to a net leverage grid, and the margin adjusts half yearly with reference to the
net leverage ratio for the previous 12-month period. The loan is required to be repaid in full on
9 December 2015. The obligations of the Company under the Sumitomo Bilateral facility are
guaranteed by the Financing Guarantors.

The Sumitomo Bilateral Facility contains mandatory prepayment provisions, undertakings, financial
covenants and events of default on substantially the same terms as those contained in the Multilateral
RCF.

Loan notes

As of 31 March 2013, the following Loan Notes issued by the Company were outstanding:

• US$150 million of Fixed Rate Senior Loan Notes; and

• £9.7 million of Floating Rate Loan Notes.

The following table sets forth details relating to the Loan Notes as of the dates indicated.

Interest
Payable

Month Fair value
(£ in millions)(1)

Effective Interest Rates (%)

31 March
2012

31 March
2013

31 March
2012

31 March
2013

Fixed Rate Senior Loan
Notes

Semi-
annually

April and
October

109.1 110.2 4.39% 4.39%

Floating Rate Loan Notes Monthly — 15.8 15.0

LIBOR – 0.5%
up to total fixed

rate of 11.0%

LIBOR –
0.5% up to
total fixed

rate of 11.0%

(1) Inclusive of accrued interest.

Fixed Rate Senior Loan Notes

On 21 April 2011, the Company issued US$150 million principal amount of 4.26% Senior Unsecured
Notes due 31 October 2017 (the “Fixed Rate Senior Loan Notes”) to The Prudential Insurance
Company of America, Prudential Retirement Insurance and Annuity Company, Gibraltar Life Insurance
Co., LTD and Pruco Life Insurance Company of New Jersey under a note purchase agreement. The
Fixed Rate Senior Loan Notes are repayable in instalments of US$50 million on each of 31 October
2016, 30 April 2017 and 31 October 2017. The obligations of the Company under the Fixed Rate
Senior Loan Notes are guaranteed by the Financing Guarantors.

The Company may at its option prepay the Fixed Rate Senior Loan Notes in whole or in part (subject to
a US$10 million de minimis) at their principal amount together with accrued interest and a make-whole
amount. The Company may also at its option elect to prepay any Fixed Rate Senior Loan Notes that
are affected by a change in tax law which results in the Company having to gross-up interest
payments, such prepayment being at 100% of the principal amount of such Fixed Rate Senior Loan
Notes together with accrued interest and, if in respect of a tax jurisdiction other than the United
Kingdom or Ireland, also with the payment of a modified make-whole amount. The Company must offer
to prepay the Fixed Rate Senior Loan Notes in full on the occurrence of a change of control together
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with accrued interest but without any make-whole amount. Further, if the proceeds of any permitted
disposal are applied in prepayment or repayment of any of the Group’s senior unsecured financial
indebtedness in an amount in excess of £200 million or in any amount at a time when an event of
default has occurred and is continuing under the Fixed Rate Senior Loan Notes, the Company must
offer to prepay the Fixed Rate Senior Loan Notes (including accrued interest but without any make-
whole amount) pro rata with such financial indebtedness.

The Fixed Rate Senior Loan Notes contain general and financial covenants and events of default on
the same terms as those contained in the Multilateral RCF. See “Bank loans – Multilateral RCF” above.
In addition, the Fixed Rate Senior Loan Notes include a most favoured lender provision, which is
intended to keep the general covenants, events of default and undertakings in the Fixed Rate Senior
Loan Notes the same as those in the Multilateral RCF.

Floating Rate Loan Notes

Badgerline Group plc (“Badgerline”), which became part of the Group in 1995, created up to
(a) £8,800,000 Floating Rate Guaranteed Loan Notes 2000-20 on 12 April 1990 (the “2020 Floating

Rate Loan Notes” and (b) £8,000,000 Floating Rate Guaranteed Unsecured Loan Notes 2024 on
10 March 1994 (the “2024 Floating Rate Loan Notes”) and, together with the 2020 Floating Rate
Loan Notes, the “Floating Rate Loan Notes”). Badgerline’s obligations under the Floating Rate Loan
Notes are guaranteed by FirstGroup.

As of 31 March 2013, £9.7 million aggregate principal amount was outstanding under the Floating Rate
Loan Notes being £8.7 million of 2020 Floating Rate Loan Notes and £1.0 million of 2024 Floating Rate
Loan Notes.

The 2020 Floating Rate Loan Notes bear interest at the rate of the higher of (a) 0.75% per annum
below the published base rate of Barclays Bank PLC and (b) 11% per annum. Unless previously
purchased or redeemed, the 2020 Floating Rate Loan Notes are required to be repaid at par together
with accrued interest on 12 April 2020. Any holder of the 2020 Floating Rate Loan Notes may require
Badgerline to redeem all or part of the 2020 Floating Rate Loan Notes (a) upon not less than one year
and one day’s prior notice or (b) upon 90 days’ prior notice if the period between the date of a
guarantee provided in respect of the 2020 Floating Rate Loan Notes and 12 April 2020 is less than
nine years. The 2020 Floating Rate Loan Notes will become immediately repayable upon notice of an
event of default being provided by a holder. The events of default relate to payment and other
obligations under the 2020 Floating Rate Loan Notes and certain winding-up and similar events
relating to Badgerline.

The 2024 Floating Rate Loan Notes bear interest, payable in 12 equal instalments, at a rate per annum
equal to the sum of 1% per annum and LIBOR. Unless previously purchased or redeemed, the 2024
Floating Rate Loan Notes are required to be repaid at par together with accrued interest on 1 March
2024. Any holder of the 2024 Floating Rate Loan Notes may require Badgerline to redeem all or part of
the 2024 Floating Rate Loan Notes upon not less than one year and one day’s prior notice. The 2024
Floating Rate Loan Notes will become immediately repayable upon notice of an event of default being
provided by a holder. The events of default relate to payment and other obligations under the 2024
Floating Rate Loan Notes and certain winding-up and similar events relating to Badgerline or a material
subsidiary (based on net assets or revenue).

The Floating Rate Loan Notes have an average effective borrowing rate of 10.1% as of 31 March 2013
(31 March 2012: 10.1%) and an average remaining term of 7 years (2012: 8 years) assuming that the
holders do not request redemption. The fair value of the Floating Rate Loan Notes has been
determined to be £15.0 million as of 31 March 2013 (31 March 2012: £15.8 million). This has been
calculated by discounting future cash flows that will arise under the Floating Rate Loan Notes.

Hire purchase contracts and finance leases

The Group has entered into contracts for the hiring of passenger-carrying vehicle fleet and other plant
and equipment.
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These contracts are denominated in Pounds Sterling, US dollars and Canadian dollars. The following
table sets forth details relating to the Group’s obligations under these contracts.

31 March
2012 2013

Pounds Sterling-denominated fixed rate leases:

Pounds Sterling fixed rate leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . £ 25.9 million £ 21.0 million
Average remaining lives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 years 3 years
Effective borrowing rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.45% 3.06%
US dollar-denominated fixed rate leases:

US dollar fixed rate leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . £214.2 million £288.7 million
Average remaining lives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 years 4 years
Effective borrowing rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.26% 2.93%
Canadian dollar-denominated fixed rate leases:

Canadian dollar fixed rate leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . £ 20.5 million £ 20.7 million
Average remaining lives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 years 4 years
Effective borrowing rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.08% 3.98%

8. CAPITAL EXPENDITURE

The Group’s business is capital intensive and requires substantial ongoing expenditure for, among
other things, additions and improvements to its rolling stock, buses, structures and technology,
acquisitions and maintenance and repair of equipment. Franchise agreements require the Group to
make investments and undertake capital projects.

The following table sets forth details of the Group’s cash capital expenditure for the periods under
review.

FY 2011 FY 2012 FY 2013

(£ in millions)

UK Bus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66.7 33.6 72.4
UK Rail . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46.7 63.4 66.1
First Student . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 117.2 115.6 127.7
First Transit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8 31.9 18.0
Greyhound . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45.0 44.1 51.3
Group items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.2 5.0 2.6
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 283.6 293.6 338.1

The Group’s capital expenditure in FY 2013 comprised investments in the UK Bus division, (primarily
attributable to the acquisition of new buses and ticket machines), the UK Rail division (primarily
attributable to train heavy maintenance and overhauls and station improvements), the First Student
division (primarily attributable to new yellow school buses), the First Transit division (primarily
attributable to new buses), the Greyhound division (primarily attributable to new coaches,
refurbishment of older coaches and IT systems) and Group items (primarily attributable to IT systems).

The Group’s capital expenditure in FY 2012 comprised investments in the UK Bus division, (primarily
attributable to the acquisition of new buses), the UK Rail division (primarily attributable to train heavy
maintenance and overhauls, station improvements and automatic ticket gates), the First Student
division (primarily attributable to new yellow school buses), the First Transit division (primarily
attributable to new buses), the Greyhound division (primarily attributable to new coaches and the
refurbishment of older coaches) and Group items (primarily attributable to IT systems).

The Group’s capital expenditure in FY 2011 comprised investments in the UK Bus division, (primarily
attributable to the acquisition of new buses), the UK Rail division (primarily attributable to train heavy
maintenance, customer information systems and automatic ticket gates), the First Student division
(primarily attributable to new yellow school buses), the First Transit division (primarily attributable to the
acquisition of new buses), the Greyhound division (primarily attributable to new coaches and
refurbishment of older coaches) and Group items (primarily attributable to IT systems).
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The Company expects to use existing cash resources, future cash generated from operations and a
portion of the net proceeds of the Rights Issue to fund its capital expenditure (see Sections 2 and 3 of
Part III (Letter from the Chairman) of this document).

9. CONTRACTUAL OBLIGATIONS AND COMMITMENTS

The following table sets forth as of 31 March 2013 on a pro forma basis, giving effect to the repayment
of the 2013 Bonds upon maturity in April 2013, a summary of the Group’s contractual obligations and
payments that it will be obligated to make under its financial obligations, except contractual obligations
and payments that it will be obligated to make under its capital commitments, operating lease
arrangements and pension funding obligations.

Less than
1 year 1 – 3 years 3 – 5 years After 5 years Total

(£ in millions)

Bonds(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58.8 — — 1,468.5 1,527.3
Bank debt(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 319.6 65.8 — 385.4
Loan Notes(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . — 9.7 98.3 — 108.0
Hire purchase contracts and finance lease

arrangements(4) . . . . . . . . . . . . . . . . . . . . . . . 62.7 131.0 135.6 88.9 418.2
Derivative financial instruments(5) . . . . . . . . . . . 64.7 21.7 — — 86.4

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 186.2 482.0 299.7 1,557.4 2,525.3

(1) Represents the principal amount and interest accrued up to 31 March 2013 after giving effect to the repayment of the 2013
Bonds upon maturity in April 2013. Does not include future interest payments. The following illustrates the effect of the
repayment in April 2013 of the 2013 Bonds upon contractual obligations relating to Bonds as of 31 March 2013.

(£ in millions)

Bonds – principal amount and interest accrued up to 31 March 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,847.1
Repayment of 2013 Bonds in April 2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (319.8)
Bonds – principal amount and interest accrued up to 31 March 2013 (giving effect to the repayment of the

2013 Bonds) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,527.3

(2) Represents amounts drawn under the Multilateral RCF and bilateral loan facilities as of 31 March 2013. Excludes interest
payments and amounts that could be drawn in the future.

(3) Represents the principal amount in respect of the Fixed Rate Senior Loan Notes, and interest accrued up to 31 March 2013
under the Floating Rate Loan Notes. The Loan Notes have been classified by reference to the earliest date on which holders
can request redemption.

(4) Represents obligations under contracts for the hiring of passenger-carrying vehicle fleet and other plant and equipment.
(5) Represents interest rate derivatives, coupon swaps, cross currency swaps and fuel derivatives. The total amount is different

from the amount set forth in the Group’s balance sheet because the amounts above are presented on an undiscounted cash
flow basis.

The following table sets forth as of 31 March 2013 a summary of the Group’s contractual obligations
and payments that it will be obligated to make under its capital commitments and operating lease
arrangements.

Within 1
year 2 – 5 years

After
5 years Total

(£ in millions)

Capital commitments(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 167.2 — — 167.2
Operating lease arrangements(2) . . . . . . . . . . . . . . . . . . . . . . . . . . 866.2 557.8 131.0 1,555.0
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,033.4 557.8 131.0 1,722.2

(1) Represents principally buses ordered in the UK and North America and commitments under the First Great Western
franchise.

(2) Represents future minimum lease payments under non-cancellable operating leases in respect of track and station access
(i.e. contracts held by the UK Rail division with Network Rail for access to the railway infrastructure track, stations and
depots), plant and machinery, hire of rolling stock by the UK Rail division and other assets.
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In addition, the Group has pension funding obligations. Total employer contributions to the defined
benefit pension schemes in FY2014 are estimated to be £120.5 million. Amounts for future years will
be dependent on the outcomes of periodic future actuarial valuations.

10. CONTINGENT LIABILITIES/OFF BALANCE SHEET ITEMS

To support subsidiary undertakings in their normal course of business, the Company and certain
subsidiaries have indemnified certain banks and insurance companies who have issued performance
bonds valued at £566.2 million as of 31 March 2013 (31 March 2012: £532.5 million) and letters of
credit valued at £321.7 million as of 31 March 2013 (31 March 2012: £299.3 million). £354.7 million of
the performance bonds related to the North American businesses (31 March 2012: £314.2 million) and
£211.5 million related to the UK Rail franchise operations (31 March 2012: £218.3 million). The letters
of credit relate substantially to insurance arrangements in the UK and North America.

The Company has provided unsecured loan facilities to certain of its subsidiaries. The following table
sets forth details relating such facilities as of the dates indicated.

Amount committed Amount drawn
31 March

2012
31 March

2013
31 March

2012
31 March

2013
£ in millions

First Greater Western Limited 76.4 67.6 35.4 26.6
First Capital Connect Limited 46.0 46.0 25.0 10.0
First/Keolis TransPennine Limited 3.2 3.2 — —
First ScotRail Limited 13.6 13.6 — —

The Company is party to certain unsecured guarantees granted to banks for overdraft and cash
management facilities provided to itself and subsidiary undertakings. The Company has given certain
unsecured guarantees for the liabilities of its subsidiary undertakings arising under certain loan notes,
hire purchase contracts, finance leases, operating leases and certain pension scheme arrangements. It
also provides unsecured cross guarantees to certain subsidiary undertakings as required by VAT
legislation. UK Bus subsidiaries have provided unsecured guarantees on a joint and several basis to
the Trustees of the UK Bus Pension Scheme.

Certain of the Company’s subsidiaries have issued unsecured guarantees to holders of Bonds, holders
of the Loan Notes, lenders participating in the Multilateral RCF and lenders under certain bilateral bank
facilities. See “– Capitalisation and Indebtedness.”

As of 31 March 2013, the Group had issued guarantees of £7.0 million (31 March 2012: £7.0 million;
31 March 2011: £11.0 million) to Danish and Swedish authorities in respect of DSBFirst.

In its normal course of business UK Rail has ongoing contractual negotiations with governmental and
other organisations.

The Group is party to legal proceedings and claims that arise in the normal course of business,
including but not limited to employment and safety claims. The Group takes legal advice as to the
likelihood of success of claims and counterclaims. No provision is made where, due to its inherent
uncertainties, no accurate qualification of any cost, or timing of such cost, which may arise from any of
the legal proceedings can be determined.

11. PENSIONS

Defined contribution schemes

The Group operates defined contribution retirement benefit schemes for all qualifying employees. The
assets of the schemes are held separately from those of the Group in funds under the control of the
schemes’ trustees. Where employees leave schemes prior to becoming fully vested in the contributions,
the contributions payable by the Group are reduced by the amount of forfeited contributions.

The total cost charged to income of £8.4 million for FY 2013 (FY 2012: £6.5 million) represented
contributions payable to these schemes by the Group at rates specified in the rules of the plans.

Defined benefit schemes

The Group operates or participates in a number of pension schemes that cover the majority of its
UK employees and certain of its North American employees. These schemes are principally defined
benefit schemes under which benefits provided are based on employees’ number of years of service
and either career average or final salary. The scope of benefits varies among schemes. The assets of
the schemes are held in separately administered trusts that are managed independently of the Group’s
finances by investment managers appointed by the schemes’ trustees.
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The various defined benefit schemes include six UK Bus division schemes where a subsidiary
undertaking of the Company is a participating employer in a scheme operated by a local authority.
These schemes are subject to relevant local government regulations.

First Greater Western Limited, First Capital Connect Limited, First ScotRail Limited and First
TransPennine Express Limited have sections in the RPS, which is an industry-wide arrangement.
Under the terms of the RPS, any fund deficit or surplus is shared by the employer (60%) and the
employees (40%). In calculating the Group’s pension obligations in respect of the RPS the Group has
calculated the total pension deficits in each of the RPS sections in accordance with IAS 19. These
deficits are reduced by a “franchise adjustment,” which is that portion of the deficit that is projected to
exist 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 actuaries, is offset against the present value of
the RPS liabilities so as to fairly present the financial performance, position and cash flows of the
Group’s obligations.

At their last triennial valuations, the defined benefit schemes had funding levels between 61.0% and
101.9% (2012: 61.0% and 101.9%). The market value of the assets at 31 March 2013 for all defined
benefit schemes totalled £3,777 million (31 March 2012: £3,397 million).

Contributions are paid to all defined benefit schemes in accordance with rates recommended by the
schemes’ actuaries. The valuations are made using the Projected Unit Credit Method.

At 31 March 2013, the Group’s defined benefit pension schemes had a consolidated pre-tax net deficit
of £247.8 million (31 March 2012: £267.9 million). This comprised £24.7 million (31 March 2012:
£27.4 million) in the UK Bus division, £12.9 million (31 March 2012: £25.3 million) in the UK Rail
division and £210.2 million (31 March 2012: £215.2 million) in the three North American divisions.

At 31 March 2013, the fair values of the assets for all of the defined benefit pension schemes totalled
£3,777.4 million (31 March 2012: £3,397.3 million) and liabilities were £4,399.6 million (31 March 2012:
£3,909.9 million). This included UK Bus pension assets and pension liabilities of £1,965.4 million and
£1,954.6 million, respectively (31 March 2012: £1,761.4 million and £1,759.1 million, respectively),
UK Rail pension assets and pension liabilities of £1,307.2 million and £1,730.0 million, respectively
(31 March 2012: £1,175.9 million and £1,475.6 million, respectively) and pension assets and pension
liabilities of the three North American divisions of £504.8 million and £715.0 million, respectively
(31 March 2012: £460.0 million and £675.2 million, respectively).

The reported accounting values for pension assets and liabilities can change from one reporting period
to the next. A 0.1% movement in the discount rate would impact operating profit and the balance sheet
position by approximately £1 million and £33 million, respectively. A 0.1% movement in the inflation
rate would impact operating profit and the balance sheet position by approximately £3 million and £23
million, respectively. These sensitivities, and others, are not uniform across the Group’s various
schemes.

12. QUALITATIVE AND QUANTITATIVE DISCLOSURES ON MARKET RISK

The Group is exposed to market-based risks, principally relating to changes in foreign exchange rates,
interest rates and fuel prices. The Group manages these risks within the context of a set of formal
policies established by the Board. Certain risk management responsibilities are formally delegated by
the Board, principally to a sub-committee of the Board and to the Group Finance Director.

Currency risk

Currency risk is the risk of financial loss to foreign currency net assets, earnings and cash flows
reported in Pounds Sterling due to movements in exchange rates.

The Group’s principal operations outside the UK are in the US and Canada, with the US being the
most significant. Consequently the principal currency risk relates to movements in the US dollar to the
Pound Sterling.

Group treasury policy requires a minimum of 30% foreign currency-denominated net assets to be
hedged. As at 31 March 2013, 39% (31 March 2012: 47%) of foreign currency-denominated net assets
were hedged with related foreign currency debt, debt and currency swaps.
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Group treasury policy aims to protect earnings per share from currency movements. US dollar earnings
arising in the US are substantially protected by US dollar-denominated costs incurred in the UK,
principally UK fuel costs, US dollar interest costs and US dollar tax costs so that exposure to earnings
per share on a year-to-year basis is not material. Cash flow exposures are not material.

IFRS 7 requires the Group to show the impact on profit after tax and hedging reserve on financial
instruments from a movement in exchange rates. The following analysis details the Group’s sensitivity
to a 10% strengthening in the Pound Sterling against the US dollar. The analysis has been prepared
based on the change taking place at the beginning of the financial year and being held constant
throughout the reporting period. A positive number indicates an increase in earnings or equity where
the Pound Sterling strengthens against the US dollar.

FY 2012 FY 2013

(£ in millions)

Impact on profit after tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.9 11.8
Impact on hedging reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.4 2.7

Interest rate risk

The Group has variable rate debt and cash and, therefore, its net income is exposed to the effects of
changes to interest rates.

The Group treasury policy objective is to maintain fixed interest rates at a minimum average of 75% of
on-balance sheet net debt over the medium term, so that volatility to earnings per share is substantially
reduced year-on-year. The main floating rate benchmarks on variable rate debt are US dollar LIBOR
and Pound Sterling LIBOR. The policy objective is achieved through fixed rate debt and cash flow
hedge financial instruments, being interest rate swaps. The interest rate swaps cover periods from
April 2013 to March 2016.

At 31 March 2013, the amount of gross debt that was fixed was in excess of 100% of net debt.

At 31 March 2013, 88% (31 March 2012: 81%) of gross debt was fixed. This fixed rate protection had
an average duration of 5.5 years (31 March 2012: 5.7 years).

Interest rate risk within operating leases is hedged 100% by agreeing fixed rentals with the lessors
prior to inception of the lease contracts.

Fair value changes in the 2019 Bonds relating to the LIBOR element are hedged with coupon swaps.
These swaps match the fair value movements in the 2019 Bonds in the income statement and have
the same term as the 2019 Bonds. Interest income is received in January and payments are made in
March and September each year.

The following sensitivity analysis details the Group’s sensitivity to a 100 basis points (1%) increase in
interest rates throughout the periods indicated with all other variables held constant.

FY 2012 FY 2013

(£ in millions)

Impact on profit after tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.9) 1.5
Impact on hedging reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.9 6.9

The following table details the notional amounts of interest rate swap contracts outstanding at the
dates indicated. The average interest rate is based on the outstanding balances at the dates indicated.
The fair value of interest rate swaps is determined by discounting the future cash flows.

The interest rate swaps settle on a monthly, quarterly or semi-annual basis. The differences between
the fixed and floating rates are settled on a net basis.

Average fixed rate Notional principal amount Fair value asset/(liability)
31 March

2012
31 March

2013
31 March

2012
31 March

2013
31 March

2012
31 March

2013
% (£ in millions) (£ in millions)

Less than one year . . . . . . . . . . . . 2.45 2.38 94 155 (12.5) (15.9)
One to two years 2.38 2.70 147 507 (11.4) (11.2)
Two to five years 2.81 3.03 744 263 (10.7) (6.2)
More than 5 years . . . . . . . . . . . . . 6.13 6.13 250 250 59.2 55.9
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The interest rate swaps with a duration of more than five years are fair value hedges of the LIBOR
element within the 2019 Bonds and the fixed rate represents interest receivable. All other swaps are
cash flow hedges of variable rate interest where the fixed rate is interest payable.

Fuel price risk

The Group purchases diesel fuel on a floating price basis in its UK Bus, UK Rail, and US and Canadian
bus operations and, therefore, is exposed to changes in diesel prices, of which the most significant
element is crude oil price risk.

The Group’s policy objective is to maintain a significant degree of fixed-price protection in the short
term with lower levels of protection over the medium term, so that the businesses affected are
protected from any sudden and significant increases and have time to prepare for potentially higher
costs, while retaining some access for potentially lower costs over the medium term.

The Group primarily uses fixed rate swap instruments to achieve significant fixed price certainty.
During FY 2013, the Group was hedged 75% (FY 2012: 75%) on fuel price risk.

The Group has also entered into swaps for periods from April 2013 to March 2015 with the majority of
these swaps relating to FY 2014. The swaps give rise to monthly cash flow exchanges with
counterparties to offset the underlying settlement of floating price costs, except where they have a
deferred start date. Gains or losses on fuel derivatives are recycled from equity to the income
statement on qualifying hedges to achieve fixed rate fuel costs within results of operations.

The following analysis details the Group’s sensitivity on profit after tax and equity if the price of crude
oil had been US$10 per barrel higher at the end of the periods indicated:

FY 2012 FY 2013

(£ in millions)

Impact on profit after tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4.6) (3.2)
Impact on hedging reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19.2 16.8

Volume at risk for the year to 31 March 2014 is 3.5 million barrels (FY 2013: 3.9 million barrels) for
which 78% (FY 2013: 80%) is hedged to diesel price risk.

In the UK, the Group hedged 90% of crude oil costs at an average rate of $102 per barrel during
FY 2013. At the end of FY 2013, the Group hedged 85% of its “at risk” UK crude requirements for
FY 2014 (1.9 million barrels per annum) at $105 per barrel and 33% of its requirements for FY 2015 at
$99 per barrel.

In North America, the Group hedged 69% of crude oil costs at an average rate of $94 per barrel during
the year. At the end of FY 2013, the Group hedged 69% of the “at risk” volume for FY 2014 (1.6 million
barrels per annum) at $93 per barrel. In addition, the Group hedged 37% of “at risk” volumes for
FY 2015 at $89 per barrel.

13. POST-BALANCE SHEET EVENTS

As part of the Group’s strategy to reposition its UK Bus division to focus on those areas that offer the
greatest potential for growth, on 9 April 2013, FirstGroup announced the sale of eight of the Group’s
London bus depots (representing substantially all of the Group’s London bus business). The disposals
are subject to receipt of applicable regulatory approvals, including consent of TfL to assign contractual
obligations. The total consideration for the disposals, which is payable upon completion, will be
£78.8 million.

On 15 April 2013, the 2013 Bonds matured and were paid in full from existing cash and banking
facilities.

In April, the Greyhound division announced the purchase of 220 new buses, which will be introduced
over the course of 2013 and 2014. The total consideration for the purchase was $100 million.
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14. CRITICAL ACCOUNTING ESTIMATES

In the process of applying the Group’s accounting policies described in note 2 to the Group’s
consolidated financial statements for FY 2013, management has made the following judgements and
estimates that have the most significant effect on the amounts recognised in the financial statements.

Impairment of intangible assets (including goodwill)

Determining whether goodwill is impaired requires an estimation of the value in use of the cash
generating units to which the goodwill has been allocated. The value in use requires the entity to
estimate the future cash flows expected to arise from the cash generating unit and a suitable discount
rate in order to calculate present value.

The Group prepares cash flow forecasts derived from the most recent budget for FY 2014 and the five
year plan projections for FY 2015, FY 2016 and FY 2017 which take account of both past performance
and expectations for future market developments. The projections for First Student assume the
incremental benefits of the recovery plan together with a moderate economic recovery. The Group
extrapolates cash flows for the financial year ending 31 March 2018 using estimated growth rates of
2.5% (FY 2012: 2.5%) for the United Kingdom and 3.0% (FY 2012: 3.0%) for North America, which do
not exceed the long-term average growth rate for the Group’s businesses. The Group then makes a
risk adjustment using a pre-tax discount rate of 10.0% (FY 2012: 10.0%) to arrive at the value in use
for each of the cash generating units. The Group derives the pre-tax discount rates from the Group’s
weighted average cost of capital. The Group benchmarks the assumptions used in the calculation of
the Group’s weighted average cost of capital to externally available data.

The Directors consider the assumptions to be reasonable based on the historic performance of each
cash generating unit and to be realistic in light of economic and industry forecasts.

The calculation of value in use for each cash generating unit is most sensitive to the principal
assumptions of discount rate, growth rates and margins achievable. The Group performed sensitivity
analysis on the calculations and the analysis confirms that no reasonably possible changes in the
assumptions would cause the carrying amount of the cash generating units to exceed their recoverable
amount. The First Student margin would need to fall in excess of 1.5% compared to future projections
for there to be an impairment to the carrying value of net assets in this business.

Contract and franchise accounting

The Group makes judgements on an ongoing basis with regards to the recoverability of amounts due
and the carrying value of related assets and liabilities arising from long-term service contracts and
franchises. The Group compiles regular forecasts on the outcome of these types of contracts and
franchises, which require assessments and judgements relating to the expected level of revenue and
costs and, in cases where options exist, the life of the contract or franchise.

Defined benefit pension arrangements

Measurement of defined benefit pension obligations requires estimation of a suitable discount rate, the
expected return on scheme assets, expected rate of inflation of future salary and pension costs along
with assumptions about mortality rates. The most significant of these are the discount rate and inflation
rate assumptions. A 0.1% movement in the discount rate would impact operating profit and the balance
sheet position of the Group by approximately £1.0 million and £33.0 million, respectively, as of and for
FY 2013. A 0.1% movement in the inflation rate would impact operating profit and the balance sheet
position of the Group by approximately £3.0 million and £23.0 million, respectively, as of and for
FY 2013.

Self-insurance

The Group makes provision for all known incidents for which there is self-insurance using
management’s best estimate of the likely settlement of these incidents. The Group reviews the
estimated settlement on a regular basis with independent actuarial advice and adjusts the amount
provided as required. The Group’s total self-insurance provisions, including those classified within
accruals, as at the balance sheet date for FY 2013 were £332.6 million (FY 2012: £336.0 million).
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15. RECENT ACCOUNTING PRONOUNCEMENTS

The International Accounting Standards Board and the International Financial Reporting Interpretations
Committee (IFRIC) have issued the following standards and interpretations for annual periods
beginning on or after the effective dates as noted below:

IAS/IFRS standards

Effective for accounting
periods starting on or

after

Amendments to IFRS 1 (March 2012) Government Loans 1 January 2013
Amendments to IFRS 7

(December 2011)
Disclosures – Offsetting Financial

Assets and Financial Liabilities
1 January 2013

IFRS 9 Financial Instruments 1 January 2015
IFRS 10 Consolidated Financial Statements 1 January 2013
IFRS 11 Joint Arrangements 1 January 2013
IFRS 12 Disclosure of Interests in Other Entities 1 January 2013
IFRS 13 Fair Value Measurement 1 January 2013
Amendments to IAS 1 (June 2011) Presentation of items of Other

Comprehensive Income
1 July 2012

IAS 19 (revised June 2011) Employee Benefits 1 January 2013
IAS 27 (revised May 2011) Separate Financial Statements 1 January 2013
IAS 28 (revised May 2011) Investments in Associates and Joint

Ventures
1 January 2013

Amendments to IAS 32
(December 2011)

Offsetting Financial assets and
Financial Liabilities

1 January 2014

The key impact of IAS 19 (revised) ‘Employee Benefits’ will be to remove the separate assumptions for
expected return on plan assets and discounting of scheme liabilities and replace them with one single
discount rate for the net deficit.

With the exception of the revisions to IAS19 noted above, the Group does not anticipate the adoption
of these other standards will have a material impact on the Group’s accounts in the period of initial
application.
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PART VII

INFORMATION CONCERNING THE NEW ORDINARY SHARES

1. Description of the type and class of securities admitted

The New Ordinary Shares will be Ordinary Shares with a nominal value of five pence each. The ISIN of
the New Ordinary Shares will be GB00B8HX6431, being the same ISIN as that of the Existing Ordinary
Shares. The New Ordinary Shares will be created under the Companies Act and the Articles. Following
the Rights Issue, the Company will have one class of Ordinary Shares, the rights of which are set out
in the Articles.

The New Ordinary Shares will be credited as fully paid and free from all liens, equities, charges,
encumbrances and other interests, and rank in full for all dividends and distributions on the ordinary
share capital of the Company declared, made or paid after the date of their allotment and issue.

2. Listing

Application will be made to the UK Listing Authority for the New Ordinary Shares (nil and fully paid) to
be admitted to the premium listing segment of the Official List and to the London Stock Exchange for
the New Ordinary Shares (nil and fully paid) to be admitted to trading on the London Stock Exchange’s
main market for listed securities. It is expected that Admission will become effective and dealings will
commence in the New Ordinary Shares at 8.00 a.m. on 11 June 2013.

Listing of the New Ordinary Shares will not be sought on any stock exchange in connection with the
Rights Issue other than the London Stock Exchange.

3. Form and currency of the New Ordinary Shares

The New Ordinary Shares resulting from the Rights Issue will be issued in registered form and will be
capable of being held in certificated and uncertificated form.

Title to the certificated New Ordinary Shares will be evidenced by entry in the register of members of
the Company and title to uncertificated New Ordinary Shares will, in respect of Shareholders, be
evidenced by entry in the operator register maintained by Euroclear (which forms part of the register of
members of the Company). The Registrar of the Company is Equiniti.

If any New Ordinary Shares are converted to be held in certificated form, share certificates will be
issued in respect of those shares in accordance with the Articles and applicable legislation.

The New Ordinary Shares will be denominated in pence.

4. Rights attached to the New Ordinary Shares

Each New Ordinary Share will rank pari passu in all respects with each Existing Ordinary Share and
has the same rights (including voting and dividend rights and rights on a return of capital) and
restrictions as the other Ordinary Shares, as set out in the Articles. These rights are set out in
Section 6 of Part XI (Additional Information) of this document.

5. Resolutions, authorisations and approvals relating to the New Ordinary Shares

The New Ordinary Shares will be created, allotted and issued pursuant to the authority to be granted
under the Resolution proposed at the General Meeting.

6. Dates of issue and settlement

The New Ordinary Shares are expected to be provisionally allotted on 11 June 2013. The provisional
allotment is expected to be confirmed on 11 June 2013 and those entitled to New Ordinary Shares are
expected to be entered on the Company’s register of members on 26 June 2013.

7. Description of restrictions on free transferability

Save as set out below, the New Ordinary Shares are freely transferable.
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The Company may, under the Companies Act, send out statutory notices to those it knows or has
reasonable cause to believe have an interest in its shares, asking for details of those who have an
interest and the extent of their interest in a particular holding of shares. When a person receives a
statutory notice and fails to provide any information required by the notice within the time specified in it,
the Company can apply to the court for an order directing, among other things, that any transfer of the
shares which are the subject of the statutory notice is void.

The Directors may also, without giving any reason, refuse to register the transfer of any Ordinary
Shares which are not fully paid.

8. Mandatory takeover bids, squeeze-out and sell-out rules

8.1 Mandatory bids

The City Code applies to the Company. Under the City Code, if an acquisition of Ordinary Shares were
to increase the aggregate holding of an acquirer and its concert parties to an interest in Ordinary
Shares carrying 30 per cent. or more of the voting rights in the Company, the acquirer and, depending
upon the circumstances, its concert parties, would be required (except with the consent of The UK
Panel on Takeovers and Mergers) to make a cash offer for the outstanding Ordinary Shares in the
Company at a price not less than the highest price paid for the Ordinary Shares in the Company by the
acquirer or its concert parties during the previous 12 months. A similar obligation to make such a
mandatory offer would also arise on the acquisition of Ordinary Shares by a person holding (together
with its concert parties) Ordinary Shares carrying between 30 and 50 per cent. of the voting rights in
the Company if the effect of such acquisition were to increase that person’s percentage of the voting
rights.

8.2 Squeeze-out

Under the Companies Act, if an offeror were to acquire, or unconditionally contract to acquire,
90 per cent. of the shares in the Company to which the offer relates and 90 per cent. of the voting
rights attached to those shares, within three months of the last day on which its offer can be accepted,
it could compulsorily acquire the remaining 10 per cent. of the shares in the Company. The offeror
would do so by sending a notice to outstanding Shareholders telling them that it will compulsorily
acquire their shares and then, six weeks later, it would execute a transfer of the outstanding shares in
its favour and pay the consideration to the Company, which would hold the consideration on trust for
outstanding Shareholders. The consideration offered to the Shareholders whose shares are
compulsorily acquired under the Companies Act must, in general, be the same as the consideration
that was available under the takeover offer.

8.3 Sell-out

The Companies Act would also give minority Shareholders in the Company a right to be bought out in
certain circumstances by an offeror who had made a takeover offer. If a takeover offer related to all the
Ordinary Shares and at any time before the end of the period within which the offer could be accepted
the offeror held or had agreed to acquire not less than 90 per cent. of the Ordinary Shares to which the
offer relates, any holder of shares to which the offer related who had not accepted the offer could, by a
written communication to the offeror, require it to acquire those shares.

The offeror would be required to give any Shareholder notice of his right to be bought out within one
month of that right arising. The offeror may impose a time limit on the rights of minority Shareholders to
be bought out, but that period cannot end less than three months after the end of the acceptance
period. If a Shareholder exercises his/her rights, the offeror is bound to acquire those shares on the
terms of the offer or on such other terms as may be agreed.

8.4 Takeover bids

No public takeover bid has been made in relation to the Company during the last financial year or
during the current financial year.
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9. Taxation

Please see Section 11 of Part XI (Additional Information) of this document for information relating to
UK taxation (including a discussion of UK stamp duty and SDRT which is relevant to holders of New
Ordinary Shares, irrespective of their tax residence) and Section 12 of Part XI (Additional Information)
of this document for information relating to US taxation.
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PART VIII

DIRECTORS AND EMPLOYEES

1. Directors

The following table sets out information relating to each of the Directors as at the date of this
document.

Director

Name Position

Mr. Mick Barker Non-Executive Employee Director
Prof. David Begg Non-Executive Director
Mr. Martin Gilbert Chairman
Mr. Colin Hood Non-Executive Director
Mr. Timothy O’Toole Chief Executive
Mr. John Sievwright Senior Independent Non-Executive Director
Mr. Christopher Surch Group Finance Director
Mr. Brian Wallace Non-Executive Director
Mr. James Winestock Non-Executive Director

The business address of all of the Directors, except for Mick Barker, is the registered office of the
Company at 395 King Street, Aberdeen, AB24 5RP. The business address of Mick Barker is Hertford
House 1, Cranwood Street, London, EC1V 9QS.

Director profiles

Mick Barker

Appointed to the Board as employee director in January 2012, he has been a railwayman for 37 years
and is currently employed as a train driver for First Capital Connect Limited, one of the Group’s TOCs.

David Begg

Appointed to the Board as a Non-Executive Director in August 2005, David is also chief executive of
Transport Times and a non-executive director of Heathrow Airport Holdings Limited, as well as
chairman of the Business Infrastructure Commission and a director of Portobello Partnership. He was,
until 2010, chairman of Tube Lines Limited. He is a visiting professor at Plymouth University and an
adviser to Greater Manchester Passenger Transport Executive. Until 2005 he was chairman of the
Commission for Integrated Transport and a non-executive director of the Strategic Rail Authority.

Martin Gilbert

A chartered accountant, Martin is one of the founders and chief executive of Aberdeen Asset
Management PLC. He was appointed to the Board of FirstGroup in 1995. He is a director of a number
of investment trusts and a non-executive director of British Sky Broadcasting Group plc.

On 20 May 2013, Martin Gilbert announced his intention to stand down as Chairman once a successor
had been appointed.

Colin Hood

Appointed to the Board as a Non-Executive Director in May 2009, Colin was, until November 2011, a
director and chief operating officer of Scottish and Southern Energy plc. He is chairman of Southern
Water Services Limited, a non-executive director of HS1 Limited and is on the board of Glasgow 2014
Commonwealth Games.

Timothy O’Toole

Appointed to the Board as a Non-Executive Director in May 2009, he was subsequently appointed as
Group Chief Operating Officer in June 2010 and as Chief Executive in November 2010. He was, until
the end of April 2009, managing director of London Underground. He joined TfL in 2003 prior to which
he was president and chief executive of Consolidated Rail Corporation. He is a non-executive director
of CSX Corporation, a rail freight transportation company in North America.
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John Sievwright

Appointed to the Board in May 2002, John was, until 2008, a senior vice president and chief operating
officer of International for Merrill Lynch & Co. A chartered accountant, he has held various senior
management positions in banking in London, New York, Dublin and Japan. He is a member of the
North American board of the Michael Smurfit Business School, Dublin and a non-executive director of
ICAP plc.

Christopher Surch

Appointed on 1 September 2012, Chris was from May 2009 to August 2012 group finance director of
Shanks plc, also for a period of time serving as their acting chief executive. Following an early career
with PricewaterhouseCoopers where he qualified as a Chartered Accountant he joined TI Group plc in
1995. He held a number of senior roles there and following the merger of TI Group with Smiths Group
plc he went on to hold further senior finance roles, latterly serving as finance director of their speciality
engineering division.

Brian Wallace

Appointed to the Board in August 2012, Brian has held executive board positions within a number of
FTSE 100 and FTSE 250 organisations, most recently as group finance director of Ladbrokes plc. Prior
to rejoining Ladbrokes he was group finance director and deputy chief executive of Hilton Group. A
chartered accountant, he began his career at PricewaterhouseCoopers and went on to perform senior
finance roles at Geest, APV and Schlumberger. He previously served as a non-executive director at
Scottish & Newcastle plc, Hays plc, Merlin Entertainment and Miller Group.

James Winestock

Appointed to the Board in August 2012, James is a non-executive director of YRC Worldwide Inc., a
Fortune 500 company and one of the largest transportation service providers in the world, and also
serves on the Board of two not-for-profit organisations in the US. Prior to this, he served in a number of
senior roles and was a member of the management committee during his career at United Parcel
Service, Inc., the world’s largest package distribution company and a global leader in supply chain
solutions. Most recently he was senior vice president and director of US operations and global security
with responsibility for all US operations and 360,000 employees.

Directors’ appointments

Save as set out below, the Directors have not held any directorships of any other company (other than
companies in the Group and companies which are subsidiaries of companies of which the Directors
are directors) or been a partner of any partnership at any time in the five years prior to the date of this
document:

Director Company Position Still held

Mick Barker The Park Trees Management Company Limited Director Yes

David Begg Portobello Partnership Limited Chairman Yes

Heathrow Airport Holdings Limited Director Yes

Campaign for High Speed Rail Chairman Yes

Tube Lines (Holdings) Limited Director No

Tube Lines Limited Director No

Transport Times Limited Director No

Martin Gilbert The Invicta Film Partnership No.14, LLP Member Yes

Cobalt Data Centre 2 LLP Member Yes

The Haddeo Land LLP Designated
Member

Yes
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Director Company Position Still held

Gilbert & Reilly Partnership Member Yes

Aberdeen Asset Management plc Director Yes

Templar Hotels Limited Director Yes

Aberdeen Asian Smaller Companies Investment
Trust PLC

Director Yes

Aberdeen Asia-Pacific Income Fund, Inc. Director Yes

Aberdeen Asia Pacific Income Investment Company
Limited

Director Yes

Aberdeen Global Director Yes

Aberdeen Global II Director Yes

Aberdeen Global Income Fund, Inc. Director Yes

Aberdeen Latin American Income Fund Limited Director Yes

Aberdeen Emerging Markets Smaller Companies
Trust plc

Director Yes

Select International Funds plc Director Yes

The Asia Tigers Fund, Inc. Director Yes

The India Fund, Inc. Director Yes

The Enhanced Zero Trust PLC (in liquidation) Director Yes

Bogey One Limited (dormant) Director Yes

Maryculter House Hotel Limited Director Yes

World Media Rights Limited Director Yes

St. Julegar Limited Director Yes

British Sky Broadcasting Group plc Director Yes

Aberdeen Development Capital plc (in liquidation) Director No

Aberdeen Global IV Director No

Aberdeen Global V Director No

Aberdeen Growth Opportunities VCT 2 PLC Director No

Aberdeen Growth Opportunities VCT plc Director No

Aberdeen Growth VCT I PLC Director No

Chaucer Holdings plc Director No

Dynmark International Limited Director No

The Peters Fraser & Dunlop Group Limited Director No

PFDH Limited Director No

Thefirstcall Limited Director No

Talltray Limited Director No

Primary Health Properties plc Director No

Aberdeen Football Club plc Director No

Balgranach Properties Limited Director No

Maven Income and Growth VCT 2 plc Director No

Maven Income and Growth VCT 3 plc Director No
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Director Company Position Still held

Maven Income and Growth VCT 4 plc Director No

Mountwest 480 Limited Director No

ADC Zeros 2010 plc (in liquidation) Director No

ADC Zeros 2012 plc (in liquidation) Director No

Entier Limited Director No

The Rights House Group Limited Director No

Colin Hood Southern Water Services Limited Director Yes

Greensands Holding Limited Director Yes

Glasgow 2014 Limited Director Yes

HS1 Ltd Director Yes

Offshore Renewable Energy Catapult Director Yes

SSE plc Director No

Airtricity Ltd Director No

Scotia Gas Networks Limited Director No

Greater Gabbard Offshore Winds Limited Director No

NEOS Networks Limited Director No

NEOS Integration Limited (dormant) Director No

Greater Gabbard Offshore Winds Limited Director No

SGN Commercial Services Limited Director No

SGN Contracting Limited Director No

Scotland Gas Networks plc Director No

Southern Gas Networks plc Director No

SSE Stock Limited Director No

SSE Telecommunications Limited Director No

SSE Contracting Group Limited Director No

SSE Services plc Director No

Southern Electric Power Distribution plc Director No

Scottish Hydro Electric Transmission plc Director No

Scottish Hydro Electric Power Distribution plc Director No

Scottish and Southern Energy Power Distribution
Limited

Director No

SSE Interconnector Limited (dormant) Director No

SGN Limited (dormant) Director No

SSE Finance Limited (dormant) Director No

S + S Limited (dormant) Director No

Timothy
O’Toole

CSX Corporation Director Yes

London Underground Limited Director No

LUL Nominee SSL Limited Director No

LUL Nominee BCV Limited Director No
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Director Company Position Still held

Metronet Rew Limited (dissolved) Director No

Metronet TMU Limited (dissolved) Director No

John
Sievwright

ICAP plc Director Yes

Christopher
Surch

Shanks plc Director No

John Crane Group Limited Director No

Smiths Interconnect Inc. Director No

Flexible Ducting Limited Director No

Smiths Industries Industrial Group Limited Director No

Trak Microwave Limited Director No

Brian
Wallace

Softcat Ltd Director Yes

Travelodge Hotels Limited Director Yes

Full Moon Holdco 4 Limited Director Yes

The Miller Group Limited Director No

Camelot Entertainments plc Director No

Ladbrokes plc Director No

James
Winestock

YRC Worldwide Inc
United Postal Service, Inc.

Director
Director

Yes
No

Except for the directorships and partnerships listed above, no Director has any actual or potential
conflicts of interest between any of his or her duties to FirstGroup and his or her private interests and/
or other duties.

2. Executive Directors’ service contracts, remuneration and emoluments

The aggregate remuneration for FirstGroup’s Executive Directors for FY 2013 was £1,663,000 (FY
2012: £1,913,000; FY 2011: £2,801,000). The basic salary and benefits in kind for each Executive
Director are reviewed by the Remuneration Committee for each financial year and when an individual
changes position or responsibility. In determining appropriate levels, the Remuneration Committee
considers the Group as a whole and also the packages received by similar individuals as the Group’s
peers in the public transport sector and other companies of comparable market capitalisation. Salaries
are set with reference to individual performance, experience and responsibilities.

(a) Executive Director service agreements

The Executive Directors have service agreements with an indefinite term that may be terminated by
either party on written notice. Timothy O’Toole’s service agreement includes a notice period of
12 months by either party. Christopher Surch’s service agreement includes a notice period of 6 months
by either party. Under both service agreements, FirstGroup may terminate the agreements by making
a payment in lieu of any unexpired notice period. The payment in lieu of notice is limited to the value of
the Executive Director’s basic salary. FirstGroup may require the Executive Directors to take garden
leave while serving any period of notice.

An Executive Director’s employment can be terminated immediately without notice or payment in lieu
of notice if the Executive Director: commits a serious breach of his service agreement; is guilty of
serious negligence or fails in any material respect to perform his duties under his service agreement;
brings FirstGroup or the Group into disrepute; becomes bankrupt; is disqualified from being a director;
is prohibited by a regulatory body from being a director or from taking part in the management of
FirstGroup or the Group; is convicted of a criminal offence, other than a criminal offence that the Board
reasonably decides does not affect the Executive Director’s position; becomes a patient under mental
health legislation or is convicted of an offence under statutory regulation relating to insider dealing or
market abuse.
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Details of the Executive Directors’ service agreements are set out below:

Executive Director
FirstGroup notice period

(months)

Executive Director
notice period

(months)
Date of service

agreement

Timothy O’Toole (Group Chief Executive) 12 12 1 November 2010
Christopher Surch (Group Finance

Director) 6 6 1 September 2012

The Executive Directors’ service agreements contain covenants, including that: the Executive Director
shall not during his employment with FirstGroup (without the prior approval of the Board) be directly or
indirectly employed, engaged, concerned or interested in any other business competing with the
business of FirstGroup or the Group; neither during nor after employment may the Executive Director
divulge, use for his own purposes or purposes of any other person (not being FirstGroup or the Group),
or through his failure of due care and diligence cause any unauthorised disclosure of, confidential
information unless such information becomes available to the public otherwise than through the default
of the Executive Director; the Executive Director shall not during the 6 months post-termination (without
prior written consent of FirstGroup) be engaged directly or indirectly, in competition with FirstGroup,
with any government department or governmental or quasi-governmental organisation which in any
way regulates the business of FirstGroup or any part thereof; the Executive Director will not during the
12 months post-termination of his employment (or in the case of Christopher Surch, during the 6
months post-termination of his employment), without the prior written consent of FirstGroup, directly or
indirectly in competition with FirstGroup, solicit business from or canvas any person, firm or company
to whom FirstGroup provided services (“FirstGroup Services”) with which the duties of the Executive
Director were concerned within the 12 months prior to termination of his employment or solicit business
from or canvas any person, firm or company (other than an individual passenger) with whom
FirstGroup had negotiations or discussions regarding FirstGroup Services (a “Customer”) during 12
months preceding the Executive Director’s termination and with whom the Executive Director had
dealings in the course of his employment, either directly or through an employee who was under his
direct or indirect supervision (“Prospective Customer”) if such solicitation or canvassing was in
respect of FirstGroup Services; the Executive Director shall not, in competition with FirstGroup, accept
orders for or have any business dealings regarding FirstGroup Services from any Customer or
Prospective Customer; and the Executive Director shall not solicit or endeavour to solicit or induce any
person who, at the Executive Director’s termination of employment, was an employee of FirstGroup
earning over £30,000 per annum and with whom the Executive Director had business dealings, to
cease working or providing services to FirstGroup. These covenants are extended to apply for the
benefit of the Group as well as FirstGroup.

(b) Base salary, fees, bonuses and benefits-in-kind for FY 2013

Timothy O’Toole’s service agreement contains a provision, exercisable at the discretion of FirstGroup,
for payment of a discretionary performance related bonus by way of cash or Ordinary Shares. Timothy
O’Toole’s service agreement provides that he is additionally entitled to participate in the ESOS and
LTIP schemes applicable to the senior executives of FirstGroup from time to time, subject to
FirstGroup’s discretion to vary the rules of plans or terminate the plans without notice or compensation.
In order to be eligible for a bonus, Timothy O’Toole must be employed throughout the relevant financial
year and no bonus will be awarded if written notice to terminate his service agreement has been given,
whether by him or FirstGroup. He is entitled to an annual non-pensionable car allowance of £12,000
which he has opted to receive in the form of Ordinary Shares to be purchased at the prevailing market
value on a monthly basis. Timothy O’Toole is additionally entitled to reimbursement by FirstGroup of
his expenses related to tax advice on his remuneration and benefits up to the value of £6,000 plus VAT
per annum. FirstGroup will reimburse Timothy O’Toole, on a grossed up basis, for the tax liability for
which he is accountable due to his non-UK tax domicile status, provided that the tax liability before
grossing up does not exceed £30,000 per annum. FirstGroup will additionally reimburse Timothy
O’Toole, on a grossed up basis, for the tax payable due to the receipt of benefits in kind under his
service agreement.

In FY 2013, Christopher Surch received compensation for the loss of his 2011/12 bonus on leaving his
previous employer. His previous employer confirmed that the value of this entitlement, which he would
have been entitled to were it not for his resignation, amounted to £237,958. The compensation
payment was rounded down to £237,000 and was paid in the form of cash.
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Both Executive Directors are entitled to 25 days of paid leave annually in addition to bank holidays,
private medical insurance for each Executive Director, their spouse and eligible children, life
assurance, mobile phones (subject to reasonable personal use) and to the reimbursement by
FirstGroup of expenses reasonably incurred and properly evidenced.

The amount of remuneration paid and benefits in kind granted to the Executive Directors by the Group
for services to the Group in FY 2013 (being the last full financial year for FirstGroup) are set out below.

Salary
2013(2)

£’000

Pension
allowance 2013

£’000

Compensatory
Payment 2013

£’000

Cash bonus
2013
£’000

Benefits in
kind1 2013

£’000

Fees
2013
£’000

Total
2013
£’000

Total
2012
£’000

Total
2011
£’000

Executive Directors

Timothy O’Toole 846 133 — — 46 — 1,025 1,055 729
Christopher Surch 263 53 237(3) 86 1 — 640 — —

(1) The Executive Directors received the following non-cash benefits in FY 2013: Timothy O’Toole – £12,000 car allowance,
£17,771 US private medical insurance for himself and spouse and £16,065 reimbursement of advisory fees (principally
relating to taxation in the US and UK); Christopher Surch – £768 UK private medical insurance for himself and spouse.

(2) Timothy O’Toole and Christopher Surch will receive no salary increase for FY 2014.
(3) As a result of Christopher Surch resigning from his role as Group Finance Director at Shanks Group plc, he forfeited an

annual cash bonus for the financial year 2011/2012 of £237,958 that would otherwise have been payable. This has been
confirmed in writing by the CEO of Shanks Group plc as the cash payment was instead paid by the Group on a comparable
basis.

(c) Retirement benefits

The Group operates a number of different pension schemes. Timothy O’Toole is entitled to participate
in a defined benefit scheme which is not limited in membership to Timothy O’Toole. This defined
benefit scheme has been closed to additional participants and Christopher Surch is therefore not
entitled to participate in this scheme. Their dependants are eligible for dependants’ pensions and the
payment of a lump sum in the event of death in service.

Timothy O’Toole is entitled, under his service agreement, to be a member of the FirstGroup pension
scheme, or such other HMRC approved scheme as FirstGroup may operate, and the Group SIPP.
Timothy O’Toole’s pensionable benefits under the FirstGroup pension scheme are restricted to an
earnings’ cap. A pension allowance is calculated as 20 per cent. of his annual salary in excess of that
earnings’ cap. In FY 2013, £9,222 of this was paid to the Group SIPP as a FirstGroup contribution, with
the remainder of £133,092 paid in the form of additional salary.

Christopher Surch is entitled, under his service agreement, to be a member of the Group SIPP under
which FirstGroup pays contributions of 20 per cent. of his base salary. Christopher Surch is not,
however, currently a member of the Group SIPP and therefore receives his pension allowance in the
form of a salary supplement.

The retirement benefits of the Executive Directors, including the amount accrued by the Group to
provide a pension, retirement or similar benefits in FY 2013 (being the last full financial year for
FirstGroup) are set out below.

Retirement benefits

Executive Director

Executive
Directors’

contributions
during the

year for
relevant
defined
benefit
scheme

Accrued
pension

at
31 March

20133

Increase
in accrued

pension

Increase in
accrued
pension
(net of

inflation)2

Transfer value
of increase in

accrued
pension (net
of inflation)

Transfer
value at

31 March
2012

Transfer
value at

31 March
2013

Increase in
transfer

value, less
Executive
Directors’

contributions1

Timothy O’Toole £15,417 £7,191 £2,788 £2,665 £54,129 £85,402 £146,347 £45,528
Christopher Surch4 — — — — — — — —

1 Only Timothy O’Toole participated in salary sacrifice arrangements during FY 2013. The defined benefit Directors’
contributions in the table above have been paid via salary sacrifice by the Director with an equivalent contribution being paid
directly to the relevant pension scheme by FirstGroup.

2 The inflation assumption is 2.79% using the annual change in CPI as at February 2013.
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3 The accrued pension at 31 March 2013 for Timothy O’Toole is based on the actual final pensionable salary at that date. A
three-year average of pensionable salary is normally used. As Timothy O’Toole has not yet completed three years service,
the final pensionable salary has been averaged over two complete years.

4 Christopher Surch is not a member of a FirstGroup defined benefit scheme.

3. Non-Executive Directors’ letters of appointment and fees

The Non-Executive Directors each have a letter of appointment detailing the terms of their appointment
to the Board. The Non-Executive Directors’ fees are determined by the Board based on surveys of fees
paid to non-executive directors of comparable companies. The Non-Executive Directors are appointed
for an initial term of three years with a provision allowing termination upon three months’ written notice
by either party. The initial term is subject to annual re-election by Shareholders at the FirstGroup
annual general meeting. However, it is within the Board’s discretion to ask the Non-Executive Directors
to serve an additional term after the initial three year term. The performance of each Non-Executive
Director is evaluated annually by the Board and the relevant committee of the Board.

Upon the termination of a Non-Executive Director’s appointment to the Board, the Non-Executive
Director will only be entitled to the accrued and unpaid fees at the date of the termination and the
reimbursement of reasonable expenses properly incurred in line with FirstGroup policy. The Non-
Executive Directors will not be entitled to a compensation payment for loss of appointment.

The appointment of a Non-Executive Director shall terminate immediately when the Non-Executive
Director is removed from the Board, or where applicable, ceases to be an employee director; resigns or
is not re-elected by the Board or Shareholders; is found guilty of fraud, dishonesty or of bringing
FirstGroup or the Group into disrepute; or is declared bankrupt, disqualified from acting as a director or
found in non-compliance with the UK Bribery Act 2010.

The independent Non-Executive Directors also serve as members of one or more of the Audit
Committee, Remuneration Committee or Nomination Committee. Mick Barker is a non-independent
Non-Executive Employee Director and is an employee of First Capital Connect Limited, a Group
subsidiary, and therefore does not participate on the committees. Martin Gilbert is the Non-Executive
Chairman of the Board and the Chairman of the Nomination Committee. David Begg is the Chairman
of the Remuneration Committee, John Sievwright is the Chairman of the Audit Committee and Colin
Hood is the Chairman of the Board Safety Committee. The Non-Executive Directors’ additional roles on
the Board and various committees are taken into account in their annual fee.

The independent Non-Executive Directors cannot participate in any of the Group employee share
schemes and are not eligible to join a Group pension scheme. David Begg and Colin Hood have
elected to receive all of their fees in the form of Ordinary Shares and each of the other Non-Executive
Directors have elected to receive 40 per cent. of their fees in the form of Ordinary Shares, in order to
ensure that their interests are more closely aligned to those of the Shareholders.

The amount of remuneration granted to the Non-Executive Directors by FirstGroup for services to the
Group in FY 2013 (being the last full financial year for FirstGroup) are set out below. There was no
increase in Non-Executive Director fees for FY 2013 (FY 2012: no fee increase). Colin Hood’s fees for
FY 2014 have been increased by £10,000 to reflect his appointment as Chairman of the Board Safety
Committee. Aside from this increase to Colin Hood’s fees, there has been no increase in
Non-Executive Director fees for FY 2014.

Non-Executive Directors

Salary
2013
£’000

Pension
allowance

2013
£’000

Cash
bonus
2013
£’000

Benefits
in kind
2013
£’000

Fees
2013
£’000

Total
2013
£’000

Total
2012
£’000

Total
2011
£’000

Martin Gilbert — — — — 191 191 191 191
Mick Barker1 53 — — 1 — 38 91 20 —
James Winestock — — — — 33 33 — —
David Begg — — — — 60 60 53 45
Colin Hood — — — — 50 50 50 45
John Sievwright — — — — 60 60 60 53
Brian Wallace — — — — 33 33 — —

(1) Mick Barker is an employee director and is employed by FirstGroup. The figures disclosed in this table include Mick Barker’s
earnings as an employee of First Capital Connect Limited and for his role as a non-executive employee director of First
Capital Connect Limited. In addition, Mick Barker received a First Capital Connect Limited Olympic bonus of £500.
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4. Interests of Directors

(a) Directors’ shareholdings

As at 20 May 2013 (being the latest practicable date prior to the publication of this document), the
Directors had interests in the issued share capital of the Company as set out below and are expected
to have interests in the issued share capital of the Company immediately following completion of the
Rights Issue as also set out below. The following is based on the interests of the Directors in the
issued share capital of the Company which have been notified by each Director to the Company
pursuant to Chapter 3 of the Disclosure and Transparency Rules before 20 May 2013:

As at 20 May 2013
Immediately following completion of the

Rights Issue

Director

Number of
Ordinary
Shares

Percentage of
issued share

capital of
FirstGroup

(%)

Number of Ordinary
Shares immediately

following
completion of the

Rights Issue

Percentage of
issued share capital

of FirstGroup
following

completion of the
Rights Issue (%)

Mick Barker 12,377 0.00256 26,577(e) 0.00221
David Begg 78,426 0.01627 196,065 0.01627
Martin Gilbert 270,214 0.05607 675,535 0.05607
Colin Hood 33,388 0.00693 83,470 0.00693
Timothy O’Toole 150,861 0.03131 377,152 0.03131
John Sievwright 65,566 0.01361 163,915 0.01361
Christopher Surch 30,534 0.00634 76,335 0.00634
Brian Wallace 5,849 0.00121 14,622 0.00121
James Winestock 4,975 0.00103 12,437 0.00103

Notes
(a) The beneficial interests of the Directors in the Ordinary Shares are set out above but excludes the beneficial interests of the

Directors in deferred shares held under the incentive plan(s) as set out below. The Directors do not have any non–beneficial
interests in the Ordinary Shares.

(b) No Director had an interest in the shares or loan stocks of any subsidiary or associated undertaking of the Group.
(c) No Director had any corporate interests in the Company’s Ordinary Shares.
(d) The interests of the Directors in Ordinary Shares following the Rights Issue, as set out in the table above, are based on the

intentions of the Directors as set out in Section 5 of Part III (Letter from Chairman) of this document and assuming that there
is no exercise of options or awards under the Employee Share Schemes between the date of this document and the
completion of the Rights Issue.

(e) In respect of the Nil Paid Rights arising by virtue of Mick Barker’s holding of Ordinary Shares through the BAYE scheme, as
many of such Nil Paid Rights as will allow him to take up the remaining rights in New Ordinary Shares to which he is entitled
by virtue of the Ordinary Shares he holds through the BAYE scheme will be sold. The number and percentage of Ordinary
Shares immediately following completion of the Rights Issue set out above against Mick Barker’s name assume the sale of
the relevant number of Nil Paid Rights at the theoretical nil-paid price as at 20 May 2013 of 28.24 pence each which may, of
course, not be the price for which such Nil Paid Rights are sold.
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(b) Directors’ options and awards

In addition to their interests as detailed above, the Directors held the following options in respect of
Ordinary Shares and awards of Ordinary Shares under the terms of certain of the FirstGroup Employee
Share Schemes as at 20 May 2013 (being the latest practicable date prior to the publication of this
document).

Director Scheme Award

At beginning
of year or

date of
appointment
(number of

shares)

Granted
during

the year
(number
of shares

Exercised
during the

year
(number of

shares)

Lapsed
waived
during

the year
(number

of
shares)

At end of
year or
date or

retirement
(number
of shares

Exercise
price

(pence)

Date from
which

exercisable
Expiry
date

Timothy
O’Toole

Deferred
share
bonus2

2011 69,587 — — — 69,587 nil 1.4.14 1.4.21

LTIP3 2010 224,9965 — — — 224,996 nil 1.4.13 1.4.14
2011 375,166 — — — 375,166 nil 1.4.14 1.4.15
2012 — 459,246 — — 459,246 nil 1.4.15 1.4.16

Retention
share
award4

2011 214,826 — — — 214,826 nil 1.11.13 N/A

Christopher
Surch

— — — — — — — — — —

Mick Barker SAYE 2009 5176 — — 517 — 371 1.2.12 31.7.12
2010 585 — — — 585 310 1.2.13 31.7.13
2011 710 — — — 710 319.04 1.2.14 31.7.14
2012 556 — — — 556 271.52 1.2.15 31.7.15
2013 — 575 — — 575 143.92 1.2.16 31.7.16

1 Christopher Surch was appointed as a Group Finance Director on 1 September 2012. He has yet to be granted options and/
or awards under the Employee Share Schemes.

2 The figure shown represents the number of nil-cost share awards which were granted under the deferred share element of
the EABP in respect of FY 2011, with Timothy O’Toole electing to take all this bonus in the form of deferred shares. Timothy
O’Toole waived any bonus for FY 2012 and also for FY 2013. The cash value of the EABP 2013 award to Christopher Surch
for FY 2013 was £86,036. This award will take the form of a nil-cost award over shares which will, subject to satisfaction of
the requirements of the EABP, vest on award. The number of share awards will depend on the average of the mid-market
price of Ordinary Shares in the five dealing days from 20 May 2013.

3 The figures shown represent the number of nil-cost share awards which were granted under the LTIP in the relevant
financial year.

4 The RAP award will not vest if Timothy O’Toole has ceased to be employed by FirstGroup or given notice of his resignation
(other than for certain good leaver reasons) by this date. The principal purpose of this RAP award, which was made in a prior
year after consultation with a number of FirstGroup’s largest institutional shareholders, was the retention of Timothy O’Toole
as Chief Executive.

5. The Remuneration Committee met on 13 May 2013 and determined that the performance conditions of the LTIP 2010 had
not been met. Therefore Timothy O’Toole’s entitlements under the 2010 LTIP have now lapsed.

6. Lapsed on 1 August 2012.

5. Board practices

(a) Board committees

The Board has established formal Nomination, Remuneration and Audit committees, with specific delegated
powers, duties and responsibilities and written terms of reference. The committees’ terms of reference are
available on the Company’s website, www.firstgroup.com. Information about these committees in relation to
the year ended 31 March 2013 (being the last completed financial year for the Company) is set out below.

The Board has formally delegated certain matters to:

• an Executive Committee, which comprises the Executive Directors and meets on an ad hoc
basis to consider matters which arise in the ordinary course of the Group’s operations; and

• a Board Safety Committee, which comprises Colin Hood (chairman), James Winestock,
Timothy O’Toole and Naveed Qamar (the FirstGroup group safety director) and reviews
safety performance, provides oversight of the management of the Group risk profile and
promotes a positive safety culture.
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The following groups and committees also meet on a regular basis to review ongoing matters and
make recommendations to the Board or one of the formally constituted committees referred to above:

• an Executive Management Board, which comprises the Executive Directors and certain senior
business managers and meets on a monthly basis to review outstanding issues and consider
the Group’s operating and financial performance;

• an Executive Safety Committee, which comprises divisional heads, Group directors and the
Group safety director and reviews the Group’s safety performance and practices and
approves safety policies and procedures; and

• a Risk Group, which comprises members of the senior management team and divisional risk
champions and meets on a quarterly basis to review the Group’s risk registers and risk and
control procedures.

From time to time, separate committees may be set up by the Board to consider specific issues when
the need arises.

Nomination Committee

The members of the Nomination Committee are Martin Gilbert (chairman), David Begg, Colin Hood
and John Sievwright. Timothy O’Toole attends meetings of the committee at the invitation of the
chairman of the committee. The Group Employee Director, representing the Group’s employees, also
attends meetings of the committee at the invitation of the chairman of the Nomination Committee. The
Nomination Committee meets at least once per year and also as required to consider appointments to
the Board of both executive and non-executive directors. Its recommendations are then put to the full
Board for consideration.

The responsibilities of the Nomination Committee include:

• reviewing the structure, size and composition of the Board (including the balance of skills,
knowledge, experience and diversity (including gender)) and ensuring that all members of the
Board have devoted sufficient time to their duties;

• identifying and nominating for approval by the Board candidates to fill vacancies on the Board as
and when they arise, including utilising executive search consultants;

• overseeing the succession planning process for the Board and senior management; and

• making recommendations to the Board regarding the continuation in office of any Director,
including re-election and re-appointment (particularly for any term beyond six years).

Audit Committee

The members of the Audit Committee are John Sievwright (chairman), David Begg, Colin Hood and
Brian Wallace. The Audit Committee may request the Executive Directors and any other officers of the
Group to attend its meetings. The Board considers that each member of the Audit Committee meets
the requirement of the UK Corporate Governance Code for recent relevant financial experience. The
internal and external auditors may request meetings of the Audit Committee if they consider it
necessary. The Audit Committee meets at least four times per year.

The Audit Committee:

• reviews the effectiveness of the Company’s financial reporting and internal control policies
and procedures for the identification, assessment and reporting of risks;

• monitors and reviews the activities and performance of the internal and external auditors,
including:

• establishing and overseeing the Company’s relationship with the external auditors,
monitoring their independence and the objectivity and effectiveness of the audit process
and developing and implementing policy on the engagement of the external auditors to
supply non-audit services;

• making recommendations to the Board in respect of the appointment/re-appointment of
the external auditors and the audit fee to be paid; and
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• reviewing the reports on the Company from the internal auditors and the activities,
findings, conclusions and recommendations of the external auditors, together with the
annual audit letter, any audit representation letters and any management letters;

• monitors the integrity of the annual and half-year results and interim management statements,
including reviewing the significant financial reporting issues and judgements contained in
them and reviewing and, where necessary, challenging the Company’s financial statements;

• monitors the consistency of and any changes to accounting policy;

• monitors the Company’s whistleblowing arrangements and procedures for detecting fraud;
and

• reports formally to the Board, provides advice on FirstGroup’s annual report and makes
appropriate recommendations to the Board.

Remuneration Committee

The members of the Remuneration Committee are David Begg (chairman), Colin Hood, John
Sievwright and James Winestock. The chairman of the Board and the Chief Executive attend meetings
of the Remuneration Committee by invitation. No Director or senior executive is involved in meetings
when his or her own remuneration arrangement are being discussed.

The Remuneration Committee meets at least twice per year and is constituted in accordance with the
recommendations of the UK Corporate Governance Code.

The responsibilities of the Remuneration Committee include:

• determining and agreeing with the Board the Company’s framework of executive
remuneration, including liaising with the Nomination Committee to ensure that remuneration of
newly appointed executives is within the Company’s overall remuneration policy;

• determining, on behalf of the Board, the remuneration and incentive packages of each
Executive Director to ensure that they are appropriately rewarded for their individual
contributions to the success of the Company and giving due consideration to equivalent
packages at competitor companies;

• determining targets for, and payments under, any performance-related pay schemes and
determining policy for and scope of pension arrangements, service agreements, termination
payments, compensation commitments and share incentive plans; and

• ensuring that due regard is given to any legal requirements, provisions and recommendations
of the UK Corporate Governance Code and UK Listing Authority’s Listing Rules and
associated guidance, including provisions regarding disclosure of remuneration.

(b) Corporate governance

The Board is fully committed to high standards of corporate governance and corporate responsibility
throughout the Group and applying the principles of corporate governance set out in the UK Corporate
Governance Code. At 20 May 2013 (the latest practicable date before the date of publication of this
document) FirstGroup was in compliance with all of the provisions of the UK Corporate Governance
Code. During the financial year ended 31 March 2013, FirstGroup fully complied with the provisions of
the UK Corporate Governance Code.

The roles of the Non-Executive Chairman and Chief Executive Officer are distinct and separate, with a
clear division of responsibilities. The UK Corporate Governance Code recommends that at least half
the members of the board of directors (excluding the chairman) of a public limited company with a
Premium Listing on the London Stock Exchange should be independent in character and judgement
and free from relationships or circumstances which are likely to affect, or could appear to affect, their
judgement. The Board is made up of two Executive Directors and seven Non-Executive Directors, one
of whom is also the Chairman. Of the other six Non-Executive Directors, five have been determined as
independent.
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6. Employees

Information relating to the Group’s employees is set out in Section 5 of Part VI (Operating and
Financial Review) of this document.

7. Group share plans and Employee Share Schemes

The Employee Share Schemes are in place in relation to current (or former) employees of FirstGroup.
A summary of each of the Employee Share Schemes and the outstanding awards under the schemes
is set out below.

(a) Executive Annual Bonus Plan

FirstGroup and its subsidiaries operate the EABP under which options or conditional awards of cash
and/or Ordinary Shares may be made to employees of FirstGroup and certain of its subsidiaries.
Employees selected for participation in the EABP will be granted an award by reference to the
satisfaction of performance conditions for the financial year in which the EABP is operated. The Board
or a duly authorised committee (for the purposes of this Section 7 of this Part VIII, the “Committee”)
may decide to satisfy an EABP Ordinary Share award by paying an equivalent amount in cash.

Eligibility

The Committee may select any employee of the Group to participate in the EABP. Awards under the
EABP may be conditional on the satisfaction of objective conditions set by the Committee relating to
performance; such conditions may vary for each participant in the EABP. The Committee has the
discretion to waive or change the conditions as it deems fit. No employee of the Group has a right to
participate in the EABP. A participant is not required to pay for an EABP award. If a participant ceases
to be a Group employee before the date on which an EABP award is made, the award may be made
(at the discretion of the Committee) to the participant but can only be made in cash. The EABP
contains a United States section and a Canadian section under which the only awards that can be
made are those in respect of conditional rights to Ordinary Shares.

Grant of EABP award

The Committee will, following the end of the applicable financial year in which the EABP is operated,
determine the amount of the EABP award due in respect of each participant and the proportion of the
EABP award to be paid in cash and/or shares.

Limits

The maximum value of all EABP awards granted to an employee of the Group in any one financial year
must not exceed 120 per cent. of his or her annual basic salary. This limit may be exceeded if the
Committee decides that exceptional circumstances make it desirable that the EABP awards should be
granted in excess of the limit.

Vesting of EABP award

The EABP award vests on the date set out in the original EABP award. If the EABP award lapses and
the award cannot vest the participant has no rights in respect of the award. Once an option over
Ordinary Shares has vested the participant may exercise the option for 10 years from vesting of the
award.

Unless the participant is considered to be a good leaver, an EABP award which has not vested will
lapse on the date the participant ceases to be employed by the Group. The Committee has the
discretion to decide whether the EABP award, or any part of that award, which has not vested may
lapse on the date the participant gives or receives notice of the termination of his employment with the
Group, unless the participant is considered to be a good leaver.

The participant will be considered a good leaver if he or she ceases to be an employee of the Group
due to: ill-health; retirement with the agreement of the participant’s employer; change of control of the
participant’s employer so that it is no longer under the control of FirstGroup; a business transfer which
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results in the participant working for an entity which is neither under the control of FirstGroup nor within
the Group; redundancy or any other reason the Committee so decides in any particular case. If the
participant is considered to be a good leaver the EABP award does not lapse but will vest on the date
set by the Committee on the grant of the EABP award. The Committee has the discretion to decide that
the EABP award should vest immediately or on any other date and whether the amount of the EABP
award which vests shall be reduced pro rata to reflect the accelerated vesting date.

Corporate Events

Upon the occurrence of a change of control or an acquisition of Ordinary Shares by way of a scheme
of arrangement, the Committee may grant the participant an EABP award immediately prior to that
event taking place.

Rights Issue

Upon the Rights Issue (if this is approved) the Committee will, subject to the rules of the EABP, adjust
the number of Ordinary Shares under awards previously granted under the EABP to reflect the terms
of the Rights Issue. FirstGroup will inform the participants of the EABP of the proposed adjustments in
due course. The EABP options granted and outstanding are detailed below:

Executive Annual Bonus Plan

EABP 2010 Award
Number

EABP 2011 Award
Number

EABP 2012 Award
Number

EABP 2013 Award
Number(1)

Outstanding 389,822 493,304 919,920 —

Exercisable at the end of the
year — — — —

(1) This number has not yet been determined. At a meeting on 13 May 2013, the Remuneration Committee determined that the
adjustment to the number of Ordinary Shares to be granted under the EABP 2013 will be determined based on the average
of the mid-market price of Ordinary Shares in the five dealing days from 20 May 2013.

(b) Long Term Incentive Plan

General

The LTIP allows for the grant of conditional awards, forfeitable Ordinary Shares (subject to a forfeitable
share agreement) or an option to acquire Ordinary Shares in FirstGroup.

Eligibility

Awards under the LTIP may be granted by FirstGroup to any employee of FirstGroup or a subsidiary of
FirstGroup. Unless the Committee considers that special circumstances exist, an LTIP award may not
be granted to an employee who at the date the award is to be granted has given or received notice of
termination of employment. No employee has a right to participate in the LTIP. A participant is not
required to pay for the grant of an LTIP award. The LTIP contains a United States section and a
Canadian section under which the only awards that can be made are those in respect of conditional
rights to Ordinary Shares.

Vesting

On the grant of the LTIP award, FirstGroup can make the vesting of the award conditional on
satisfaction of performance conditions or any other objective condition and the LTIP award will lapse if
the conditions are not satisfied. FirstGroup, with the consent of the Committee, has the discretion to
waive or change a condition as it considers appropriate.

When an LTIP award is subject to a performance condition or other objective conditions, as soon as
reasonably practicable after the end of the performance period, the Committee will determine whether
the performance or other conditions have been satisfied. If the performance or other conditions have
been satisfied, the LTIP award will vest on the vesting date specified by FirstGroup in the original LTIP
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award. To the extent any condition is not satisfied, the LTIP award will lapse and will not vest. On the
lapse of a forfeitable award the participant must transfer their interest in the Ordinary Shares in
accordance with the forfeitable share agreement. FirstGroup may, subject to the approval of the
Committee, choose to satisfy an option or conditional award by paying an equivalent amount in cash.

A participant’s award under the LTIP which has not vested will lapse on the date the participant ceases to
be an employee of the Group, unless the LTIP participant is considered a good leaver under the LTIP
rules. The participant will be a good leaver, and their LTIP award will vest, if the participant is no longer
employed by the Group due to: ill-health; retirement with the agreement of FirstGroup; the participant’s
employing entity ceasing to be under the control of FirstGroup; a business transfer causing the participant
to be employed by an entity which is neither within the Group or under the control of FirstGroup;
redundancy or any other reason, if the Committee decides that exceptional circumstances exist. The
extent to which the LTIP award will vest will be subject to the satisfaction of the performance condition or
other objective conditions. The award will be reduced pro rata (unless the Committee decides otherwise),
to reflect the number of months between the date of the award to the cessation of employment. The
remaining balance of the LTIP award will then lapse. The Committee has the discretion to decide that the
performance period of any LTIP award should be treated as ending on the date of cessation of
employment with the Group and therefore that the LTIP award should vest in full immediately. The LTIP
option awards will lapse on the earlier of the failure to satisfy the conditions applicable to the award or at
the end of the 12 month period following vesting of the LTIP award.

Limit

There is a limit of 150 per cent. of the annual rate of a participant’s total basic salary from the Group for
awards granted under the LTIP. The limit may be exceeded if the Committee decides that it is
desirable for LTIP awards to be granted in excess of the limit; however, LTIP awards may not be
granted in excess of 200 per cent. of total basic salary in any circumstances.

FirstGroup may not grant an LTIP award if the number of Ordinary Shares issued or committed to be
issued under that award exceeds 10 per cent. of the Ordinary Share capital of FirstGroup, when added
to the number of Ordinary Shares which have been, and which are, issued or committed to be issued
to satisfy awards under the LTIP or under any other employee share scheme operated by FirstGroup
and granted in the previous 10 years. FirstGroup additionally may not grant an LTIP award if the
number of Ordinary Shares issued or committed to be issued under the award exceeds 5 per cent. of
the Ordinary Share capital of FirstGroup when added to the number of Ordinary Shares which have
been, and which are, issued or committed to be issued to satisfy awards under the LTIP or under any
other discretionary employee award plan operated by FirstGroup and granted in the previous 10 years.

Clawback

For grants made on or after 22 September 2011, the Committee has introduced clawback provisions
with regard to any misstatement in the annual accounts due to error, omission or fraud which would
necessitate the redetermination of performance conditions and the calculation of the number of options
or awards made under the LTIP.

Rights Issue

The rules of the LTIP provide that, in the event of a rights issue, FirstGroup may adjust the number or
class of Ordinary Shares comprised in the LTIP conditional awards, forfeitable Ordinary Shares
(subject to the forfeitable share agreement) and options, and, in the case of an option, the option price.
Upon the Rights Issue (if it is approved) the Committee will, subject to the rules of the LTIP, adjust the
price of the Ordinary Shares under options and/or the number of Ordinary Shares under awards
previously granted under the LTIP to reflect the terms of the Rights Issue. FirstGroup will inform the
participants of the LTIP of the proposed adjustments in due course. The LTIP share awards and
options granted and outstanding are detailed below:

Long Term Incentive Plan

LTIP 2010(1)

Options Number
LTIP 2011

Options Number
LTIP 2012

Options Number

Granted during the year — — 6,293,066
Outstanding 3,774,007 4,726,555 5,998,235
(1) At a meeting on 13 May 2013, the Remuneration Committee determined that the LTIP 2010 awards had lapsed.
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(c) Executive Share Option Scheme

General

Until 2004 FirstGroup operated the ESOS. The ESOS is approved by HMRC and also contains a
section which is not approved by HMRC. The last grant under the ESOS was made in June 2004.
Options under the ESOS can no longer be granted as more than 10 years has elapsed since
FirstGroup’s adoption of the ESOS.

Performance target

On the grant of ESOS options the Remuneration Committee (or some other duly authorised committee
of the Board consisting exclusively of non-executive directors) or the trustee of the EBT had the
discretion to impose an objective performance target to be satisfied before the option vested. If the
Remuneration Committee or the trustee of the EBT determines that the performance condition has not
been met the option lapses immediately and the eligible employee shall not have rights to the award.
The Remuneration Committee or the trustee of the EBT has the discretion to substitute or waive the
performance target if it is reasonable in the circumstances and produces a fairer measure of
performance.

Exercise of options

Options may not be exercised later than 10 years after the date of grant. If options are not exercised by
that date they lapse entirely. An option may only be exercised when the participant is employed within
the Group. However, should the participant cease to be employed by the Group by reason of: death,
injury, disability, redundancy or retirement the participant shall be entitled to exercise his or her options
at any time during the period beginning on the date of the cessation of employment and ending on the
last date of possible exercise of the options under the original grant. Early exercise of options is also
available where the participant’s employment ceases in the event of a takeover, reorganisation (in
which case the participant (or the participant’s personal representative) may exercise their options
within six months of such event occurring but only when the performance target has been satisfied pro
rata up to the date of the event or the participant may instead be offered the option to exchange the
ESOS options for existing equivalent options or new options over shares in a new holding company);
reconstruction; winding-up of FirstGroup (in which case the participant may conditionally exercise their
options from the date when the notice of a resolution to wind up FirstGroup is given until seven clear
days before the resolution to wind FirstGroup up is passed or defeated) or when the Remuneration
Committee or trustee of the EBT, at their discretion, allows the participant to exercise his option.
Except where stated above, options will lapse on cessation of employment or directorship with the
Group.

Rights Issue

Upon the Rights Issue (if it is approved), pursuant to the rules of the ESOS, the Remuneration
Committee or, where options were granted by the trustee, the trustee of the EBT will, subject to HMRC
approval, adjust the price of the Ordinary Shares under options and/or the number of Ordinary Shares
under the awards to reflect the terms of the Rights Issue. FirstGroup will inform the participants of the
ESOS of the proposed adjustments in due course.

Outstanding grants under the ESOS are set out below.

Executive share option scheme

ESOS 2003 Options
Number

ESOS 2004 Options
Number

Outstanding at the end of the year 258,183 254,426
Exercisable at the end of the year 258,183 254,426

(d) Retention Award Plan

The RAP was adopted by the Board on 25 January 2011. It allows for a single grant of a conditional
award to acquire fully paid Ordinary Shares to Timothy O’Toole.
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Timothy O’Toole was granted a RAP award in respect of 214,826 Ordinary Shares. No payment was
required for the grant of the RAP award. The RAP award is due to vest on 1 November 2013 provided
that Timothy O’Toole does not cease to be employed by FirstGroup and that notice is not given by or to
him (other than where he is a good leaver under the RAP rules) before this date. He will be a good
leaver under the RAP rules if he ceases to be an employee or a Director of the Group for any of the
following reasons: ill health; retirement with the agreement of FirstGroup; change of control of
FirstGroup; a transfer of the business in which he works to an entity which is not in the Group or under
the control of FirstGroup; redundancy or any other reason if the Committee decides that exceptional
circumstances exist in any particular case. Where he is considered a good leaver the RAP award will
vest on the date which he ceases to be an employee of FirstGroup. The Committee may determine the
amount of the award which vests on this early vesting date. If the Committee decides that the RAP
award will not vest to the full amount on the date that he ceases to be an employee, the remaining
unvested RAP award will lapse.

The Committee may at any time, alter, vary or add to the provisions of the RAP or the terms of any
RAP award, prior to the vesting of the RAP award, in any respect. FirstGroup may, subject to the
approval of the Committee, decide to satisfy the RAP award by paying an equivalent amount in cash.

Rights Issue

Upon the Rights Issue (if it is approved), pursuant to the rules of the RAP, the Committee will, subject
to the rules of the RAP, adjust the number of Ordinary Shares under the award to reflect the terms of
the Rights Issue. FirstGroup will inform the participant of the RAP of the proposed adjustments in due
course.

The outstanding grant under the RAP is set out below.

Retention Award Plan

Date of award
Conditional

share price (£) Vesting date
Number of conditional

shares

25 January 2011 — 1 November 2013 214,826
Outstanding 214,826

(e) Share Incentive Plan

General

FirstGroup operates a SIP often referred to as the “Buy As You Earn” plan.

Elements comprising the SIP

Under the SIP, the Committee may give up to £3,000 worth of free Ordinary Shares (“Free Shares”) to
eligible employees, offer eligible employees the opportunity to buy Ordinary Shares up to the lower of
£1,500 and 10 per cent. of the employee’s pre-tax salary a year (“Partnership Shares”), give eligible
employees up to two free Ordinary Shares (“Matching Shares”) for each Partnership Share bought
and/or allow or require eligible employees to purchase up to £1,500 worth of Ordinary Shares a year
using any dividends received on Ordinary Shares held in the SIP (“Dividend Shares”). The UK
government proposes to remove the upper limit on Dividend Shares.

Eligibility

The Committee will decide from time to time whether awards are to be made under the SIP and the
basis on which the awards are made. Each time that the Committee decides to operate the SIP, all UK
resident tax-paying employees (including the Chairman and the Executive Directors) of FirstGroup and
its participating subsidiaries must be offered the opportunity to participate. Other employees may be
permitted to participate at the Committee’s discretion. Employees invited to participate may be required
to have completed a minimum qualifying period of employment before they can participate. That period
must not exceed 18 months. There are also restrictions on employees participating in other tax-
approved share incentive plans operated by FirstGroup or a connected company.
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Free Shares

Free Shares must be awarded on the same terms to all eligible employees. The number awarded to
each employee can, however, be determined by reference to the employee’s remuneration, length of
service or number of hours worked and/or objective performance criteria. The award of Free Shares
can, if FirstGroup so chooses, be subject to the satisfaction of a pre-award performance target which
measures the objective success of the individual, team, division or business. There is a holding period
of between three and five years (the precise duration to be determined by the Committee) during which
the employee cannot withdraw the Free Shares from the UK-resident trust through which the SIP
operates (the “SIP Trust”) (or otherwise dispose of the Free Shares) unless the employee ceases
employment with the Group. The Committee can, at its discretion, provide that the Free Shares will be
forfeited if the employee ceases employment with the Group other than in the circumstances of injury,
disability, redundancy, transfer of the employing business or FirstGroup out of the Group, on retiring on
or after reaching the age of 50 or on death (each a “Permitted Reason”). Forfeiture can only take
place within three years of the Free Shares being awarded.

The UK government proposes to remove the requirement to set a specific retirement age; if this
change is made to the SIP legislation, all retirees will automatically be deemed to leave employment
with the Group for a Permitted Reason.

Partnership Shares

The salary allocated to Partnership Shares can be accumulated for a period of up to 12 months (the
“Accumulation Period”) or Partnership Shares can be purchased out of deductions from the
employee’s pre-tax salary when those deductions are made. If a minimum amount of deductions is set,
it may not be greater than £10. In either case, Partnership Shares must be bought within 30 days of, as
appropriate, the end of the Accumulation Period or the deduction from pay. An employee may stop and
start (or, with the agreement of FirstGroup, vary) salary deductions at any time. Once acquired,
Partnership Shares may be withdrawn from the SIP by the employee at any time (subject to the
payment of any applicable income tax and national insurance contributions) and will not be capable of
forfeiture.

Matching Shares

The Committee may offer Matching Shares free to an employee who has purchased Partnership
Shares. If awarded, Matching Shares must be awarded on the same basis to all employees up to a
maximum of two Matching Shares for every Partnership Share purchased. There is a holding period of
between three and five years (the precise duration to be determined by the Committee) during which
the employee cannot withdraw the Matching Shares from the SIP Trust unless the employee ceases
employment with the Group. The Committee can, at its discretion, provide that the Matching Shares
will be forfeited if the associated Partnership Shares are withdrawn by the employee (other than where
the employee ceases employment with the Group for a Permitted Reason). Forfeiture can only take
place within three years of the Matching Shares being awarded.

Re-investment of dividends

Dividend Shares must be held in the SIP Trust for three years, unless the employee ceases
employment with the Group. Once acquired, Dividend Shares are not capable of forfeiture.

SIP Trust

The SIP Trust purchases or subscribes for Ordinary Shares that are awarded to or purchased on
behalf of employees under the SIP. An employee will be the beneficial owner of any Ordinary Shares
held on his or her behalf by the trustee of the SIP Trust. If an employee ceases to be employed by the
Group he or she will be required to withdraw his or her Free, Partnership, Matching and Dividend
Shares from the SIP Trust.

Corporate events

In the event of a general offer being made to Shareholders – or a similar takeover event taking place –
during a holding period, employees will be able to direct the trustee of the SIP Trust as to how to act in
relation to their Ordinary Shares held in the SIP. In the event of a corporate re-organisation, any
Ordinary Shares held by employees may be replaced by equivalent shares in a new holding company.
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Rights Issue

In the event of a rights issue, any Ordinary Shares allotted under the rights issue will be treated in the
same way as the Ordinary Shares acquired or awarded under the SIP in respect of which the rights
were conferred and as if they were acquired or awarded at the same time. Upon the Rights Issue (if it
is approved), pursuant to the rules of the SIP and the relevant partnership share agreements entered
into by the participants in the SIP, the trustee of the SIP Trust will buy as many of the New Ordinary
Shares as can be paid for by the sale of part of the rights attributable to that participant under the
Rights Issue. The trustee of the SIP Trust will be in contact with the SIP participants to inform the
participants of the SIP of the adjustment to the number of Ordinary Shares which they hold in the SIP
as a result of purchases of New Ordinary Shares by the SIP trustee on their behalf.

The SIP awards granted and outstanding are detailed below:

Share Incentive Plan

SIP 2011
Share

Awards

SIP 2012
Share

Awards

SIP 2013
Share

Awards

Cumulatively purchased Ordinary Shares 5,651,985 6,869,043 6,159,479
Cumulative Matching Shares 1,689,837 2,128,819 1,936,789
Outstanding

(f) Save As You Earn Scheme

General

FirstGroup operates a sharesave plan often referred to as the “Save As You Earn” scheme.

Eligibility

All UK resident tax-paying employees (including the Chairman and the Executive Directors) of
FirstGroup and its participating subsidiaries are eligible to participate. The Committee may require
eligible employees to have completed a qualifying period of employment of up to five years before the
grant of options. The Committee may also allow other employees to participate.

Grant of options

Options can only be granted to employees who enter into HMRC-approved savings contracts, under
which monthly savings are normally made over a period of three or five years. Options must be granted
within 30 days (or 42 days if applications are scaled down) of the first day by reference to which the
option price is set. The number of Ordinary Shares over which an option is granted will be such that the
total option price payable for those Ordinary Shares will correspond to the proceeds on maturity of the
related savings contract.

Individual participation

Monthly savings by an employee under all savings contracts linked to options granted under the SAYE
may not exceed the statutory maximum (currently £250). The Committee may set a lower limit in
relation to any particular grant (which must be between £5 and £10).

Option price

The price per Ordinary Share payable upon the exercise of an option will not manifestly be less than:
(i) 80 per cent. of the average middle-market quotation of an Ordinary Share on the London Stock
Exchange on the date on which invitations are sent to eligible employees or on the date specified in the
invitation; and (ii) if the Ordinary Shares are to be subscribed, not less than the nominal value of an
Ordinary Share. The middle-market quotation of an Ordinary Shares on the London Stock Exchange
will be determined by the price of Ordinary Shares of the same class for the immediately preceding
Business Day or if the Committee decides, the average price for the 3 immediately preceding Business
Days.
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Exercise of options

Options will normally be exercisable for a six-month period from the third, fifth or seventh anniversary
of the commencement of the related savings contracts. The UK government proposes to remove seven
year savings contracts during the course of 2013 and any such changes are expected to apply
automatically to the SAYE rules. Earlier exercise within one year of the participant’s death or within six
months of the occurrence of each of following events is permitted: the cessation of employment by
reason of death, injury, disability, redundancy, retirement on reaching age 60 (or any other age at
which the employee is bound to retire under his or her terms of employment) or the business or
company that the employee works for ceasing to be part of the Group. With effect from the enactment
of the Finance Bill 2013, the UK government proposes to remove the requirement to set a specific
retirement age. If this change is made to the relevant sharesave legislation, all retirees will
automatically be able to exercise their options as described above when an employee reaches 60, with
the early exercise circumstance to be automatically deleted from the SAYE rule where employment
ceases in the event of a takeover, reorganisation (no options are exercisable and are instead
exchanged for existing equivalent options or new options over shares in a new holding company)
reconstruction or winding-up of FirstGroup.

Except where stated above, options will lapse on cessation of employment or directorship with the
Group. Ordinary Shares will be allotted or transferred to participants within 30 days of exercise.

Rights Issue

Upon the Rights Issue (if it is approved), pursuant to the rules of the SAYE, the Committee will, subject
to the approval of HMRC, adjust the price of the Ordinary Shares under the options and/or the number
of shares under option to reflect the terms of the Rights Issue. FirstGroup will inform the participants of
the SAYE of the proposed adjustments in due course.

Outstanding grants under the SAYE are set out below.

Save As You Earn

SAYE
Dec 2008
Options
Number

SAYE
Dec 2009
Options
Number

SAYE
Dec 2010
Options
Number

SAYE
Dec 2011
Options
Number

SAYE
Dec 2012
Options
Number

Outstanding at beginning of year 1,805,810 2,336,168 2,669,280 2,907,764 —
Outstanding at end of year — 2,092,655 2,284,801 2,530,668 2,957,100
Exercisable at the end of the year — 2,092,655 — — —
Weighted average exercise price (pence) 371.0 310.0 319.0 271.5 143.9
Weighted average share price at date of

exercise (pence) — 197.3 — 204.9 193.0

Principal terms common to the SIP and SAYE

Status

Both the SIP and SAYE are all-employee share ownership plans. The all-employee plans have been
designed to comply with the relevant legislation so that they are HMRC approved and so provide
Ordinary Shares to UK employees in a tax-efficient manner.

Operation

The operation of the all-employee plans is supervised by the Board, specifically by a Committee.

Non-transferability of options and awards

Options and awards made under the all-employee plans are not transferable other than to a
participant’s personal representatives in the event of his or her death. Benefits received under the all-
employee plans are not pensionable.

Rights attaching to Ordinary Shares

Any Ordinary Shares allotted under the all-employee plans will rank equally with the Ordinary Shares
then in issue (except for rights arising by reference to a record date prior to their allotment).
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Limits

The all-employee plans may operate over new issue Ordinary Shares, treasury Ordinary Shares or
Ordinary Shares purchased in the market. The rules of the all-employee plans provide that, in any
period of 10 calendar years, not more than 10 per cent. of issued Ordinary Share capital may be
issued under the all-employee plans and under any other employee share scheme or plan operated by
FirstGroup.

Amendments

The Committee (in the case of the SIP, with the consent of the trustees of the SIP Trust) may at any
time amend the rules of the all-employee plans. The prior approval of Shareholders at a general
meeting of FirstGroup must be obtained in the case of any amendment to the advantage of participants
which is made to the provisions relating to eligibility, individual or overall limits, the basis for
determining an employee’s entitlement to, and the terms of, Ordinary Shares provided under the all
employee plans, the adjustments that may be made in the event of any variation to the Ordinary Share
capital of the Company and, in the case of the SAYE, rules relating to such prior approval. There are
exceptions for any minor amendment to benefit the administration of the all-employee plans, to take
account of any change in legislation or to obtain or maintain favourable tax, exchange control or
regulatory treatment for employees, FirstGroup, its subsidiaries or, in the case of the SIP, the trustees
of the SIP Trust. Any change to the key features of the all-employee plans (being provisions necessary
to meet the requirements of the relevant tax legislation) requires the prior approval of HMRC.

Employee benefit trusts

FirstGroup operates the Employee Share Schemes in conjunction with the EBT. The EBT may acquire
Ordinary Shares either by market purchase or by subscription and Orbis Trustees Guernsey Limited,
acting as trustee of the EBT, may hold or distribute Ordinary Shares in respect of options/awards
pursuant to the Employee Share Schemes. The EBT will be funded by way of loans and other
contributions from FirstGroup and may not, at any time without prior Shareholder approval, hold more
than 5 per cent. of the issued Ordinary Share capital of FirstGroup (or such other greater percentage
as may be permitted under institutional shareholder guidelines from time to time). Any Ordinary Shares
issued to the EBT count for the purposes of the limits set out in the paragraph entitled “Limits” above.

8. Directors’ confirmations

As at the date of this Prospectus, no Director has or has had any interest in any transaction which is or
was unusual in its nature or conditions or is or was significant to FirstGroup’s business and which was
effected by the Group or any member of the Group during the current or immediately preceding
financial year or during an earlier financial year and which remains in any respect outstanding or
unperformed.

None of the Directors has or had a beneficial interest in any contract to which the Company or a
subsidiary of it was a party during the current or immediately preceding financial year.

At the date of this Prospectus, there are no family relationships between any of the Directors and,
during the five years immediately prior to the date of this Prospectus, none of the Directors has:

• been convicted in relation to a fraudulent offence;

• been associated with any bankruptcies, receiverships or liquidations whilst acting in their capacity
as a member of an administrative, management or supervisory body of a company, a partner with
unlimited liability, a founder or a member of senior management of a company; or

• received an official public incrimination and/or sanction by a statutory or regulatory authority
(including designated professional bodies) or been disqualified by a court from acting as a
member of the administrative, management or supervisory body of an issuer or from acting in the
management or conduct of the affairs of any issuer.

None of the Directors was selected as a Director as a result of any arrangement or understanding with
a major shareholder, customer, supplier or any other person.

Save for their capacities as persons legally and beneficially interested the Company, as at the date of
this Prospectus there are no restrictions agreed by any Director on the disposal within a certain time of
their holdings in the Company.
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PART IX

UNAUDITED PRO FORMA FINANCIAL INFORMATION

The following unaudited pro forma statement of net assets (the “Pro forma financial information”) set
out in this Part IX has been prepared to show the effect on the consolidated net assets of FirstGroup of
the Rights Issue as if it had occurred on 31 March 2013.

The unaudited Pro forma financial information has been prepared for illustrative purposes only and in
accordance with Annex II of the PD Regulation, and should be read in conjunction with the notes set
out below. Due to its nature, the Pro forma financial information addresses a hypothetical situation and
does not, therefore, represent FirstGroup’s actual financial position or results following the Rights
Issue.

The statement of pro forma net assets set out below is based on the audited consolidated balance
sheet of the Group as at 31 March 2013 (as set out in Appendix 1 to this document) adjusted to reflect
the proceeds of the Rights Issue.
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Adjustments

Historical
As reported
First Group

Consolidated
Net Assets
31/03/2013 Equity Issue

Pro forma
Consolidated

Net Assets

£m £m £m
Note 1 Note 2 Note 3

Non-current assets

Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,665.8 1,665.8
Other Intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 281.8 281.8
Property, plant and Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . 1,977.6 1,977.6
Deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53.2 53.2
Retirement benefit assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.4 15.4
Derivative financial Instruments . . . . . . . . . . . . . . . . . . . . . . . . . . 63.3 63.3
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.2 3.2

4,060.3 4,060.3

Current assets

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79.9 79.9
Trade and other receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . 641.0 641.0
Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 682.1 585.0 1,267.1
Assets held for sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44.7 44.7
Derivative financial instruments . . . . . . . . . . . . . . . . . . . . . . . . . . 23.3 23.3

1,471.0 585.0 2,056.0

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,531.3 585.0 6,116.3

Current liabilities

Trade and other payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,250.7 1,250.7
Tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28.7 28.7
Financial liabilities – bank loans . . . . . . . . . . . . . . . . . . . . . . . . . 0.0 0.0

– bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 378.6 378.6
– obligations under HP contracts and

finance leases . . . . . . . . . . . . . . . . . . . . . . 62.7 62.7
Derivative financial instruments . . . . . . . . . . . . . . . . . . . . . . . . . . 64.7 64.7

1,785.4 1,785.4

Net current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 314.4 314.4

Non-current liabilities

Financial liabilities – bank loans . . . . . . . . . . . . . . . . . . . . . . . . . 385.4 385.4
– bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,468.5 1,468.5
– obligations under HP contracts and

finance leases . . . . . . . . . . . . . . . . . . . . . . 355.5 355.5
– loan notes . . . . . . . . . . . . . . . . . . . . . . . . . . 9.7 9.7
– senior unsecured loan notes . . . . . . . . . . . 98.3 98.3

Derivative financial instruments . . . . . . . . . . . . . . . . . . . . . . . . . . 21.7 21.7
Retirement benefit liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 263.2 263.2
Deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 63.4 63.4
Provisions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 260.9 260.9

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,926.6 2,926.6

4,712.0 4,712.0

Net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 819.3 585.0 1,404.3
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Explanatory notes

1. Source of underlying financial information

The figures for the Group have been extracted without material adjustment from the audited financial
statements of FirstGroup for the year ended 31 March 2013, which are prepared in accordance with
IFRS.

2. Adjustments

Adjustments reflect funds to be raised from the Rights Issue of £585 million (gross proceeds of £615
million less expenses of £30 million).

3. No adjustments since the date of pro forma

No account has been taken of the financial performance or any other transactions of FirstGroup for the
period since 31 March 2013. As discussed in Part III (Letter from the Chairman) of this document, the
Company will use, voluntarily, a portion of the proceeds of the Rights Issue to repay debt of £215
million. This has not been reflected in the unaudited pro forma financial information as this debt
repayment is discretionary and is not directly attributable to the Rights Issue.
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Draft Report on Pro forma financial information

2 New Street Square
London

EC4A 3BZ

The Board of Directors
on behalf of FirstGroup Plc

Goldman Sachs International
Peterborough Court
133 Fleet Street
London
EC4A 2BB

J.P. Morgan Securities plc
25 Bank Street
Canary Wharf
London
E14 5JP

Merrill Lynch International
2 King Edward Street
London EC1A 1HQ

HSBC Bank plc
8 Canada Square
London E14 5JP

22 May 2013

Dear Sirs,

FirstGroup plc (the “Company”)

We report on the pro forma statement of net assets (the “Pro forma financial information”) set out in
Part XI of the prospectus dated 22 May 2013 (the “Prospectus”), which has been prepared on the
basis described in note 1 to the Pro forma financial information, for illustrative purposes only, to provide
information about how the transaction might have affected the financial information presented on the
basis of the accounting policies adopted by the Company in preparing the financial statements for the
year ended 31 March 2013. This report is required by Annex I item 20.2 of Commission Regulation
(EC) No 809/2004 (the “Prospectus Directive Regulation”) and is given for the purpose of complying
with that requirement and for no other purpose.

Responsibilities

It is the responsibility of the directors of the Company (the “Directors”) to prepare the Pro forma
financial information in accordance with Annex I item 20.2 and Annex II items 1 to 6 of the Prospectus
Directive Regulation.

It is our responsibility to form an opinion, in accordance with Annex I item 20.2 of the Prospectus
Directive Regulation, as to the proper compilation of the Pro forma financial information and to report
that opinion to you in accordance with Annex II item 7 of the Prospectus Directive Regulation.

Save for any responsibility arising under Prospectus Rule 5.5.3R (2)(f) to any person as and to the
extent there provided, to the fullest extent permitted by law we do not assume any responsibility and
will not accept any liability to any other person for any loss suffered by any such other person as a
result of, arising out of, or in connection with this report or our statement, required by and given solely
for the purposes of complying with Annex I item 23.1 of the Prospectus Directive Regulation,
consenting to its inclusion in the Prospectus.

In providing this opinion we are not updating or refreshing any reports or opinions previously made by
us on any financial information used in the compilation of the Pro forma financial information, nor do we
accept responsibility for such reports or opinions beyond that owed to those to whom those reports or
opinions were addressed by us at the dates of their issue.
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Basis of Opinion

We conducted our work in accordance with the Standards for Investment Reporting issued by the
Auditing Practices Board in the United Kingdom. The work that we performed for the purpose of
making this report, which involved no independent examination of any of the underlying financial
information, consisted primarily of comparing the unadjusted financial information with the source
documents, considering the evidence supporting the adjustments and discussing the Pro forma
financial information with the Directors.

We planned and performed our work so as to obtain the information and explanations we considered
necessary in order to provide us with reasonable assurance that the Pro forma financial information
has been properly compiled on the basis stated and that such basis is consistent with the accounting
policies of the Company.

Our work has not been carried out in accordance with auditing or other standards and practices
generally accepted in jurisdictions outside the United Kingdom, including the United States of America,
and accordingly should not be relied upon as if it had been carried out in accordance with those
standards or practices.

Opinion

In our opinion:

(a) the Pro forma financial information has been properly compiled on the basis stated; and

(b) such basis is consistent with the accounting policies of the Company.

Declaration

For the purposes of Prospectus Rule 5.5.3R(2)(f) we are responsible for this report as part of the
Prospectus and declare that we have taken all reasonable care to ensure that the information
contained in this report is, to the best of our knowledge, in accordance with the facts and contains no
omission likely to affect its import. This declaration is included in the Prospectus in compliance with
Annex I item 1.2 of the Prospectus Directive Regulation.

Yours faithfully

Deloitte LLP

Chartered Accountants

Deloitte LLP is a limited liability partnership registered in England and Wales with registered number
OC303675 and its registered office at 2 New Street Square, London EC4A 3BZ, United Kingdom.
Deloitte LLP is the United Kingdom member firm of Deloitte Touche Tohmatsu Limited (“DTTL”), a UK
private company limited by guarantee, whose member firms are legally separate and independent
entities. Please see www.deloitte.co.uk/about for a detailed description of the legal structure of DTTL
and its member firms.
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PART X

PERSONS RESPONSIBLE AND ADVISERS

1. Persons responsible

The Company (whose registered office is set out below) and the Directors (whose names and positions
within the Company appear below) are responsible for the information contained in this document. The
Company and the Directors declare that, having taken all reasonable care to ensure that such is the
case, the information contained in this Prospectus is, to the best of their knowledge, in accordance with
the facts and contains no omission likely to affect its import.

2. Directors, Company Secretary and advisers of the Company

Directors

Name Position

Mr. Mick Barker Non-Executive Employee Director
Prof. David Begg Non-Executive Director
Mr. Martin Gilbert Chairman
Mr. Colin Hood Non-Executive Director
Mr. Timothy O’Toole Chief Executive
Mr. John Sievwright Senior Independent Non-Executive Director
Mr. Christopher Surch Group Finance Director
Mr. Brian Wallace Non-Executive Director
Mr. James Winestock Non-Executive Director

The business address of all of the Directors, except for Mick Barker, is the registered office of the
Company at 395 King Street, Aberdeen, AB24 5RP. The business address of Mick Barker is Hertford
House 1, Cranwood Street, London, EC1V 9QS.

Group Company Secretary General Counsel

Paul Lewis Louise Ruppel
395 King Street 50 Eastbourne Terrace
Aberdeen Paddington
AB24 5RP London W2 6LG
United Kingdom United Kingdom

Website

www.firstgroup.com
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Advisers and others

Joint sponsor, joint global co-ordinator and
joint bookrunner

Joint sponsor, joint global co-ordinator and joint
bookrunner

J.P. Morgan Cazenove
25 Bank Street

Canary Wharf
London E14 5JP

Goldman Sachs International
Peterborough Court

133 Fleet Street
London EC4A 2BB

Joint bookrunner Joint lead manager

Merrill Lynch International
2 King Edward Street
London EC1A 1HQ

HSBC Bank plc
8 Canada Square
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PART XI

ADDITIONAL INFORMATION

1. Company Details

The Company was incorporated under the Companies Act 1985 in Scotland on 31 March 1995 as a
public company limited by shares with the name FirstBus plc and company number SC157176. The
Company changed its name to FirstGroup plc on 23 December 1997. The principal legislation under
which the Company operates is the Companies Act.

The Company is domiciled in Scotland with its registered office at 395 King Street, Aberdeen,
AB24 5RP. The telephone number of the Company’s registered office is +44 (0)1224 650100.

The Company is the holding company of the Group companies, the principal activities of which are
overland passenger transportation. The jurisdictions in which these Group companies operate are
primarily the UK, US and Canada, as well as limited operations in Ireland and Denmark.

The Directors and their respective functions are set out in Part VIII (Directors and Employees) of this
document. The business address of each of the Directors, except for Mr. Michael Barker, is the
registered office of the Company at 395 King Street, Aberdeen, AB24 5RP. The business address of
Mr. Michael Barker is Hertford House 1, Cranwood Street, London, EC1V 9QS.

2. Share capital of the Company

FirstGroup has one class of share authorised which is ordinary shares of 5 pence each.

The company was incorporated with an authorised share capital of £12,500,000 divided into
250,000,000 Ordinary Shares of 5 pence each. As at 1 April 2010, being the first day covered by the
historical financial information incorporated by reference into this document, 482,067,170 Ordinary
Shares were in issue fully paid or credited as fully paid, 976,453 of which were held in treasury. There
have been no changes to the issued share capital of the Company between 1 April 2010 and 20 May
2013, being the latest practicable date prior to the publication of this document, but the Company has
made various transfers of Ordinary Shares out of treasury.

Accordingly, as at 20 May 2013, being the latest practicable date prior to the publication of this
document, the issued ordinary share capital of the Company was 482,067,170 Ordinary Shares of
5 pence each, having a total nominal value of £24,103,358.50, of which 160,779 (representing
0.03 per cent. of FirstGroup’s total issued share capital (excluding treasury shares)) were held in
treasury.

(a) Issued ordinary share capital immediately following completion of the Rights Issue

The issued and fully paid ordinary share capital of the Company immediately following completion of
the Rights Issue (excluding any Ordinary Shares which may be issued on the exercise of options under
the Employee Share Schemes during the Rights Issue and the effect of not allotting fractions) will be:

Number of
Ordinary Shares

Ordinary
share capital
£

1,204,926,756 60,246,337.80

(b) Dilution on Rights Issue

The New Ordinary Shares represent up to approximately 150 per cent. of the Ordinary Shares in issue
immediately prior to the Rights Issue.

Qualifying Shareholders who take up their pro rata entitlements to New Ordinary Shares in full will
suffer no dilution to their shareholdings in the Company. Qualifying Shareholders who do not take up
their entitlements to New Ordinary Shares will suffer an immediate dilution of up to 60 per cent. in their
interests in the Company as a consequence of the Rights Issue.
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(c) Options/Share awards

As at 20 May 2013 (the latest practicable date prior to publication of this document), options and
conditional share awards over 23,295,093 Ordinary Shares were outstanding under the Employee
Share Schemes, as follows:

Share plan
Exercisable

from
Option
Price

Options
Outstanding

Options
Exercisable

Expiry
Date

SAYE 01.02.13 310p 2,087,858 2,087,858 31.07.13
SAYE 01.02.14 319.04p 2,225,687 — 31.07.14
SAYE 01.02.15 271.52p 2,469,571 — 31.07.15
SAYE 01.02.16 143.93p 2,923,400 — 31.07.16
ESOS 18.11.06 287p 258,183 258,183 18.11.13
ESOS 10.06.07 275.08p 254,426 254,426 10.06.14
EABP 01.04.07 nil 5,989 5,989 01.04.14
EABP 01.04.08 nil 32,952 32,952 01.04.15
EABP 01.04.11 nil 86,616 86,616 01.04.16
EABP 01.04.12 nil 157,566 157,566 01.04.17
EABP 01.04.13 nil 75,048 75,048 01.04.18
EABP 01.04.13 nil 81,569 81,569 01.04.19
EABP 01.04.14 nil 319,600 319,600 01.04.20
EABP 01.04.15 nil 482,549 — 01.04.21
EABP 01.04.16 nil 894,463 — 01.04.22
LTIP 01.04.14 nil 4,726,555 — 01.04.15
LTIP 01.04.15 nil 5,998,235 — 01.04.16
RAP 01.11.13 nil 214,826 — N/A

(d) Shares held by or on behalf of FirstGroup

As at 20 May 2013 (the latest practicable date prior to publication of this document), the Group held
1,247,618 Ordinary Shares with a market value of £1,935,056 million. Of these, 1,054,319 were held
by the Employee Benefit Trust, 32,520 by the FirstGroup plc Qualifying Employee Share Ownership
Trust and 160,779 were held in treasury. Both trusts and treasury shares have waived the right to
dividend income from the Ordinary Shares.

3. Directors’ authorities

At the annual general meeting of the Company held on 25 July 2012:

(a) an ordinary resolution was passed by Shareholders authorising the Board to allot Ordinary Shares
and to grant rights to subscribe for or convert any security into Ordinary Shares:

(i) up to a nominal amount of £8,030,095 (such amount to be reduced by the nominal amount
allotted or granted under paragraph (ii) below in excess of such sum); and

(ii) comprising equity securities (as defined in section 560(1) of the Companies Act) up to a
nominal amount of £16,060,190 (such amount to be reduced by any allotments or grants
made under paragraph (i) above) in connection with an offer by way of rights issue:

(a) to Shareholders in proportion (as nearly as may be practicable) to their existing holdings;
and

(b) to holders of other equity securities as required by the rights of those securities or as the
Board otherwise considers necessary,

and so that the Board may impose any limits or restrictions and make any arrangements
which it considers necessary or appropriate to deal with treasury shares, fractional
entitlements, record dates, legal, regulatory or practical problems in, or under the laws of, any
territory or any other matter,

such authorities to apply until the end of the next Annual General Meeting of the Company in 2013
(or, if earlier, on 25 October 2013) (unless previously revoked or varied by the Company in general
meeting) but, in each case, so that the Company may make offers and enter into agreements
during the relevant period which would, or might, require shares to be allotted or rights to
subscribe for or convert securities into shares to be granted after the authority ends and the Board
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may allot shares or grant rights to subscribe for or convert securities into shares under any such
offer or agreement as if the authority had not ended; and

(b) a special resolution was passed by Shareholders giving the Board the power to allot equity
securities (as defined in the Companies Act) for cash under the authority given by the resolution
described at paragraph (a) above and/or to sell Ordinary Shares held by the Company as treasury
shares for cash as if section 561 of the Companies Act did not apply to any such allotment or sale,
such power to be limited:

(i) to the allotment of equity securities and sale of treasury shares for cash in connection with an
offer of, or invitation to apply for, equity securities (but in the case of the authority granted
under paragraph (a)(ii) above, by way of a rights issue only):

(a) to ordinary shareholders in proportion (as nearly as may be practicable) to their existing
holdings; and

(b) to holders of other equity securities, as required by the rights of those securities or, as the
Board otherwise considers necessary,

and so that the Board may impose any limits or restrictions and make any arrangements
which it considers necessary or appropriate to deal with treasury shares, fractional
entitlements, record dates, legal, regulatory or practical problems in, or under the laws of, any
territory or any other matter; and

(ii) in the case of the authority granted under paragraph (a)(i) above and/or in the case of any
sale of treasury shares for cash to the allotment (otherwise than under paragraph (i) above) of
equity securities or sale of treasury shares up to a nominal amount of £1,205,167,

such power to apply until the end of the next Annual General Meeting of the Company in 2013 (or,
if earlier, on 25 October 2013) (unless previously revoked or varied by the Company in general
meeting) but during this period the Company may make offers, and enter into agreements, which
would, or might, require equity securities to be allotted (and treasury shares to be sold) after the
power ends and the Board may allot equity securities under any such offer or agreement as if the
power had not ended.

At the General Meeting, Shareholders will be asked to consider and vote on the Resolution, further
details of which are set out in Section 9 of Part III (Letter from the Chairman) of this document.

4. Interests of natural and legal persons involved in the Rights Issue

Save as otherwise disclosed in Section 5 of this Part XI, no person involved in the Rights Issue had an
interest in the Company which was material to the Rights Issue.

5. Major shareholders and related party transactions

As at 20 May 2013 (the latest practicable date prior to the publication of this document), FirstGroup
was not aware of any persons who, directly or indirectly, jointly or severally, will exercise or could
exercise control over FirstGroup.

As at 20 May 2013 (the latest practicable date prior to the publication of this document), FirstGroup
was not aware of any arrangements the operation of which may at a subsequent date result in a
change of control of the Company.
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(a) Ordinary Share Capital

As at 20 May 2013 (the latest practicable date prior to publication of this document), FirstGroup had
been notified, in accordance with Rule 5 of the Disclosure and Transparency Rules, by the following
companies of their interests in the total voting rights of FirstGroup:

Immediately following
completion of the Rights Issue(1)

Shareholder
Number of

Ordinary Shares

Percentage
of voting

rights

Number of
Ordinary
Shares

Percentage
of voting

rights

Majedie Asset Management Limited 25,287,428 5.25 63,218,570 5.25
JP Morgan Chase Bank 24,250,189 5.03 60,625,472 5.03
Lloyds Banking Group plc 23,464,316 4.87 58,660,790 4.87
Standard Life Investments Limited 23,409,623 4.86 58,524,057 4.86
AXA S.A. 22,235,746 4.62 55,589,365 4.62
Artemis Investment Management Limited 20,586,417 4.27 51,466,042 4.27
BlackRock, Inc. 18,108,118 3.76 45,270,295 3.76
Norges Bank 15,600,478 3.24 39,001,195 3.24
Universities Superannuation Scheme Limited 14,907,952 3.09 36,459,880 3.09

(1) Assuming that the Shareholders in question take up their rights to New Ordinary Shares pursuant to the Rights Issue in full
and that there is no exercise of options or awards under the Employee Share Schemes between the date of this document
and the completion of the Rights Issue.

None of the major Shareholders in the Company have different voting rights.

(b) Related party transactions

A description of the related party transactions that the Group has entered into for FY 2011 and
FY 2012 is given in note 37 on page 104 of the 2011 Annual Report and in note 37 on page 111 of the
2012 Annual Report, respectively.

During FY 2013, the only related party transactions entered into by the Group were in respect of Board
remuneration. The Board received aggregate remuneration during FY 2013 as set out below:

Year to
31 March 2013

(£m)

Basic salaries 1.5

Performance related bonuses 0.3

Benefits in kind 0.1

Fees 0.5

Compensatory bonuses 0.2

Pension contributions 0.1

Share-based payment 0.5

3.2

Transactions entered into during FY 2013 between the Company and its subsidiaries are not disclosed
herein. All such transactions were conducted on an arms-length basis and on normal commercial
terms.

There have been no additional related party transactions by the Company or members of the Group
that were entered into during the period between 31 March 2013 and 20 May 2013 (the latest
practicable date prior to the publication of this document).

6. Summary of the Articles

The following is a summary of the Articles, which are available for inspection as set out in Section 15 of
this Part XI.
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(i) Unrestricted objects

The objects of the Company are unrestricted.

(ii) Limited Liability

The liability of the Company’s members is limited to any unpaid amount on the shares in the Company
held by them.

(iii) Change of Name

The Articles allow the Company to change its name by resolution of the directors. This is in addition to
the Company’s statutory ability to change its name by special resolution under the Companies Act.

(iv) Share Rights

Subject to applicable statutes (in this section “legislation”) and existing shareholders’ rights, the
Company may issue shares with any rights or restrictions attached to them. These rights or restrictions
can either be decided by an ordinary resolution passed by the shareholders or be decided by the
directors as long as there is no conflict with any resolution passed by the shareholders. These rights
and restrictions will apply as if they were set out in the Articles. Redeemable shares may be issued,
subject to existing shareholders’ rights. The directors can decide on the terms and conditions and the
manner of redemption of any redeemable share. These terms and conditions will apply as if they were
set out in the Articles. Subject to the legislation and existing shareholders’ rights, the directors can
decide how to deal with any shares in the Company.

(v) Voting Rights

Shareholders will be entitled to vote at a general meeting or class meeting whether on a show of hands
or a poll, as provided in the legislation. The Companies Act provides that:

(a) on a show of hands every member present in person has one vote and every proxy present who
has been duly appointed by one or more members will have one vote, except that a proxy has one
vote for and one vote against if the proxy has been duly appointed by more than one member and
the proxy has been instructed by one or more members to vote for and by one or more other
members to vote against. For this purpose the Articles provide that, where a proxy is given
discretion as to how to vote on a show of hands, this will be treated as an instruction by the
relevant shareholder to vote in the way that the proxy decides to exercise that discretion; and

(b) on a poll every member has one vote per share held by him and he may vote in person or by one
or more proxies. Where he appoints more than one proxy, the proxies appointed by him taken
together shall not have more extensive voting rights than he could exercise in person.

This is subject to any rights or restrictions which are given to any shares or on which shares are held.

If more than one joint shareholder votes (including voting by proxy), the only vote which will count is
the vote of the person whose name is listed before the other voters on the register for the share.

(vi) Restrictions

No shareholder is entitled to vote shares at any general meeting or class meeting if he has not paid all
amounts relating to those shares which are due at the time of the meeting or if he has been served
with a restriction notice (as defined in the Articles) after failure to provide the Company with information
concerning interests in those shares required to be provided under the legislation.

(vii) Dividends and Other Distributions

The shareholders may by ordinary resolution from time to time declare dividends not exceeding the
amount recommended by the directors. Subject to the legislation, the directors may pay interim
dividends, and also any fixed rate dividend, whenever the financial position of the Company, in the
opinion of the directors, justifies any such payments. If the directors act in good faith, they are not liable
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for any loss that shareholders may suffer because a lawful dividend has been paid on other shares that
rank equally with or behind their shares.

The directors may withhold all or any part of any dividend or other money payable in respect of the
Company’s shares from a person with a 0.25 per cent. or greater holding of the existing shares of a
class (calculated excluding any shares held as treasury shares) if such a person has been served with
a restriction notice (as defined in the Articles) after failure to provide the Company with information
concerning interests in those shares required to be provided under the legislation.

Unless the rights attached to any shares or the terms of any shares say otherwise, all dividends will be
divided and paid in proportions based on the amounts paid up on the shares during any period for
which the dividend is paid, and dividends may be declared or paid in any currency.

The directors may if authorised by an ordinary resolution of the shareholders offer ordinary
shareholders (excluding any member holding shares as treasury shares) the right to choose to receive
extra ordinary shares which are credited as fully paid instead of some or all of their cash dividend.

Any dividend unclaimed after a period of 12 years from the date when it was declared or became due
for payment will be forfeited and go back to the Company unless the directors decide otherwise.

The Company may stop sending dividend payments through the post or cease using any other method
of payment (including payment through CREST) if (i) for two consecutive dividends the payments sent
through the post have been returned undelivered or remain uncashed during the period for which they
are valid or the payments by any other method have failed, or (ii) for any one dividend, the payment
sent through the post has been returned undelivered or remains uncashed during the period for which
it is valid or the payment by any other method has failed and reasonable enquiries have failed to
establish any new postal address or account of the registered shareholder. The Company will
recommence sending dividend payments if requested in writing by the shareholder or the person
entitled by law to the shares.

(viii) Variation of Rights

If legislation allows rights attached to any class of shares may be changed if this is approved either in
writing by shareholders holding at least three-quarters of the issued shares of that class by amount
(excluding any shares of that class held as treasury shares), or by a special resolution passed at a
separate meeting of the holders of those shares (this is called a “class meeting”). At every such class
meeting (except an adjourned meeting) the quorum is two persons holding or representing by proxy
not less than one-third in nominal value of the issued shares of the class (calculated excluding any
shares of that class held as treasury shares).

If new shares are created or issued which rank equally with any other existing shares, the rights of the
existing shares will not be regarded as changed or abrogated unless the terms of the existing shares
expressly say otherwise.

(ix) Transfer of Shares

The shares are in registered form. Any shares in the Company may be held in uncertificated form and,
unless the Articles say otherwise, a shareholder may transfer some or all of his uncertificated shares
through CREST. Provisions of the Articles do not apply to any uncertificated shares to the extent that
those provisions are inconsistent with the holding of shares in uncertificated form, with the transfer of
shares through CREST or with any provision of the CREST legislation.

Unless the Articles say otherwise, a shareholder may transfer some or all of his certificated shares.
The transfer must be either in the usual standard form or in any other form which the directors may
approve. The share transfer form must be signed or made effective in some other way by or on behalf
of the person making the transfer. In the case of a partly-paid share, it must also be signed or made
effective in some other way by, or on behalf of, the person to whom the share is being transferred.

The person transferring the shares will continue to be treated as a shareholder until the name of the
person to whom it is transferred is put on the register for that share.
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The directors can refuse to register the transfer of any shares which are not fully paid. The directors
may also refuse to register the transfer of any shares in the following circumstances.

Certificated shares

(a) A share transfer form cannot be used to transfer more than one class of shares. Each class needs
a separate form.

(b) Transfers may not be in favour of more than four joint holders.

The share transfer form must be properly stamped or certified or otherwise shown to the directors
to be exempt from stamp duty and must be accompanied by the relevant share certificate and
such other evidence of the right to transfer as the directors may reasonably require.

Uncertificated shares

(a) Registration of a transfer of uncertificated shares can be refused in the circumstances set out in
the uncertificated securities rules (as defined in the Articles).

(b) Transfers may not be in favour of more than four joint holders.

The directors may refuse to register a transfer of any certificated shares by a person with a 0.25 per
cent. or greater holding of the existing capital (calculated excluding any shares held as treasury
shares) if such a person has received a restriction notice (as defined in the Articles) after failure to
provide the Company with information concerning interests in those shares required to be provided
under the legislation unless the directors are satisfied that they have been sold outright to an
independent third party.

(x) Sub-division of Share Capital

Any resolution authorising the Company to sub-divide any of its shares can provide that, as between
the holders of the divided shares, different rights and restrictions of a kind which the Company can
apply to new shares can apply to different divided shares.

(xi) General Meetings

The Articles rely on the Companies Act provisions dealing with the calling of general meetings. Under
the Companies Act an annual general meeting must be called by notice of at least 21 days. The
Company is a “traded company” for the purposes of the Companies Act and as such is required to give
at least 21 days’ notice of any other general meeting unless a special resolution reducing the period to
not less than 14 days has been passed at the immediately preceding annual general meeting or at a
general meeting held since that annual general meeting. Notice of a general meeting must be given in
hard copy form, in electronic form, or by means of a website and must be sent to every member and
every director. It must state the time and date and the place of the meeting and the general nature of
the business to be dealt with at the meeting. As the Company is a traded company, the notice must
also state the website address where information about the meeting can be found in advance of the
meeting, the voting record time, the procedures for attending and voting at the meeting, details of any
forms for appointing a proxy, procedures for voting in advance (if any are offered), and the right of
members to ask questions at the meeting. In addition, a notice calling an annual general meeting must
state that the meeting is an annual general meeting.

Each director can attend and speak at any general meeting of the Company. The chairman of a
meeting can also allow anyone to attend and speak where he considers that this will help the business
of the meeting.

(xii) Directors

Number of directors

The Company must have a minimum of two directors and a maximum of 15 directors (disregarding
alternate directors). But the shareholders can change these restrictions by passing an ordinary
resolution. The directors must ensure that, at all times, one employee of the Group who has been
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elected by the employees of the Group and who has been approved by the directors shall be appointed
as a director.

Directors’ shareholding qualification

The directors are not required to hold any shares in the Company.

Appointment of directors

Directors may be appointed by the Company’s shareholders by ordinary resolution or by the directors.
A director appointed by the directors must retire from office at the first annual general meeting after his
appointment. A director who retires in this way is then eligible for re-appointment.

The directors or any committee authorised by the directors can appoint one or more directors to any
executive position, on such terms and for such period as they think fit and they can also terminate or
vary such an appointment at any time.

Retirement of directors

At every annual general meeting of the Company, any director who has been appointed by the
directors since the last annual general meeting, any director who held office at the time of the two
preceding annual general meetings and who did not retire at either of them, and any director who has
been in office, other than as a director holding an executive position, for a continuous period of nine
years or more at the date of the meeting shall retire from office. Any director who retires at an annual
general meeting may offer himself for re-appointment by the shareholders.

Removal of directors by special resolution

The Company’s shareholders can by special resolution remove any director before the expiration of his
period of office.

Vacation of office

Any director automatically stops being a director if:-

(a) he gives the Company a written notice of resignation or he offers to resign and the directors
decide to accept this offer;

(b) all of the other directors (who must comprise at least three people) pass a resolution or sign a
written notice requiring the director to resign;

(c) he is or has been suffering from mental or physical ill health and the directors pass a resolution
removing the director from office;

(d) he has missed directors’ meetings (whether or not an alternate director appointed by him attends)
for a continuous period of six months without permission from the directors and the directors pass
a resolution removing the director from office;

(e) a bankruptcy order is made against him or he makes any arrangement or composition with his
creditors generally;

(f) he is prohibited from being a director under the legislation; or

(g) he ceases to be a director under the legislation or he is removed from office under the Articles.

If a director stops being a director for any reason, he will also automatically cease to be a member of
any committee or sub-committee of the directors.

Alternate director

Any director can appoint any person (including another director) to act as an alternate director. The
appointment requires the approval of the directors, unless previously approved by the directors or
unless the appointee is another director.

Directors’ meetings

The directors can decide when and where to have meetings and how they will be conducted. They can
also adjourn their meetings. If no other quorum is fixed by the directors, two directors are a quorum. A
directors’ meeting at which a quorum is present can exercise all the powers and discretions of the
directors.
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The directors can appoint any director as chairman or as deputy chairman and can remove him from
that office at any time. Matters to be decided at a directors’ meeting will be decided by a majority vote.
If votes are equal, the chairman of the meeting has a second, casting vote.

All or any of the directors can take part in a meeting of the directors by way of a conference telephone
or any communication equipment which allows everybody to take part in the meeting by being able to
hear each of the other people at the meeting and by being able to speak to all of them at the same
time. A person taking part in this way will be treated as being present at the meeting and will be entitled
to vote and be counted in the quorum.

The directors can delegate any of their powers or discretions (with the power to sub-delegate) to
committees of one or more persons as they think fit provided that there must be more directors on a
committee than persons who are not directors. If a committee consists of more than one person, the
Articles which regulate directors’ meetings and their procedure will also apply to committee meetings
unless these are inconsistent with any regulations for the committee which have been laid down under
the Articles.

Remuneration of directors

The total fees paid to all of the directors (excluding any payments made under any other provision of
the Articles) must not exceed £650,000 a year or any higher sum decided on by an ordinary resolution
of the shareholders.

The directors or any committee authorised by the directors will decide how much remuneration a
director appointed to an executive office will receive (whether as salary, commission, profit share or
any other form of remuneration) and whether this is in addition to or in place of his fees as a director.

The directors or any committee authorised by the directors can give special pay to any director who, in
their view, performs any special or extra services for the Company.

The Company may pay the reasonable travel, hotel and incidental expenses of each director incurred
in attending and returning from general meetings, meetings of the directors or committees of the
directors or any other meetings which as a director he is entitled to attend. The Company will pay all
other expenses properly and reasonably incurred by each director in connection with the Company’s
business or in the performance of his duties as a director. The Company can also fund a director’s or
former director’s expenditure and that of a director or former director of any holding company of the
Company for the purposes permitted by the legislation and can do anything to enable a director or
former director or a director or former director of any holding company of the Company to avoid
incurring such expenditure all as provided in the legislation.

Pensions and gratuities for directors

The directors or any committee authorised by the directors may decide whether to provide pensions or
other benefits to any director or former director of the Company, or any relation or dependant of, or
person connected to, such a person. However, if the directors want to provide a benefit to a director or
former director who has not been employed by or held an office or executive position in the Company
or any of its subsidiary undertakings or former subsidiary undertakings or any predecessor in business
of the Company or any such other company, or to relations or dependants of, or persons connected to,
these directors or former directors, the Company’s shareholders must also pass an ordinary resolution
to approve the payment.

Directors’ interests

The directors may, subject to the Articles, authorise any matter which would otherwise involve a
director breaching his duty under the legislation to avoid conflicts of interest. Where the directors give
authority in relation to a conflict of interest or where any of the situations described in (a) to (e) below
applies in relation to a director, the directors may (i) require that the relevant director is excluded from
the receipt of information, the participation in discussion and/or the making of decisions related to the
conflict of interest or situation; (ii) impose upon the relevant director such other terms for the purpose
of dealing with the conflict of interest or situation as they think fit; and (iii) provide that where the
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relevant director obtains (otherwise than through his position as a director of the Company) information
that is confidential to a third party, the director will not be obliged to disclose that information to the
Company, or to use or apply the information in relation to the Company’s affairs, where to do so would
amount to a breach of that confidence. The directors may revoke or vary such authority at any time.

If a director has disclosed the nature and extent of his interest in accordance with the legislation, a
director can do any one or more of the following:

(a) have any kind of interest in a contract with or involving the Company or another company in which
the Company has an interest;

(b) hold any other office or place of profit with the Company (except that of auditor) in conjunction with
his office of director for such period and upon such terms, including as to remuneration, as the
directors may decide;

(c) alone, or through a firm with which he is associated, do paid professional work for the Company or
another company in which the Company has an interest (other than as auditor);

(d) be or become a director or other officer of, or employed by, or otherwise be interested in any
holding company or subsidiary company of the Company or any other company in which the
Company has an interest; and

(e) be or become a director of any other company in which the Company does not have an interest
and which cannot reasonably be regarded as giving rise to a conflict of interest at the time of his
appointment as a director of that other company.

A director does not have to hand over to the Company or the shareholders any benefit he receives or
profit he makes as a result of a conflict of interest authorised by the directors or anything allowed under
the above provisions nor is any contract which is allowed or authorised under these provisions liable to
be avoided.

Restrictions on voting

A director cannot vote or be counted in the quorum on a resolution relating to appointing that director to
a position with the Company or a company in which the Company has an interest or the terms or
termination of the appointment save to the extent permitted specifically in the Articles.

Subject to certain exceptions set out in the Articles, a director cannot vote on, or be counted in a
quorum in relation to, any resolution of the directors on any contract in which he has an interest and, if
he does vote, his vote will not be counted.

Subject to the legislation, the shareholders may by ordinary resolution suspend or relax to any extent
the provisions relating to directors’ interests or restrictions on voting or ratify any contract which has not
been properly authorised in accordance with such provisions.

Borrowing and other powers

The directors shall manage the Company’s business and can use all the Company’s powers except
where the Articles say that powers can only be used by the shareholders voting to do so at a general
meeting. The directors are also subject to any regulations laid down by the shareholders by passing a
special resolution at a general meeting.

In particular, the directors may exercise all the Company’s powers to borrow money, to mortgage or
charge all or any of the Company’s undertaking, property and assets (present and future) and uncalled
capital, to issue debentures and other securities and to give security for any debt, liability or obligation
of the Company or of any third party. The directors will limit the total borrowings of the Company and,
so far as they are able, its subsidiary undertakings to ensure that the total amount of the group’s net
borrowings (as defined in the Articles) does not exceed the greater of (a) £1,750,000,000 and (b) an
amount equal to the aggregate of £462,000,000 (being historic goodwill as at 31 March 1998
previously written off) and three times the group’s adjusted capital and reserves (as defined in the
Articles). However, such limit can be exceeded for a period not exceeding 180 days and the
shareholders may pass an ordinary resolution allowing borrowings to exceed such limit.

Indemnity of directors

As far as the legislation allows this, the Company can indemnify any director or former director of the
Company or of any associated company against any liability and can purchase and maintain insurance
against any liability for any director or former director of the Company or of any associated company.
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7. Working capital statement

The Company is, and the Directors are, of the opinion that, after taking into account existing available
facilities, the working capital available to the Group is sufficient for its present requirements, that is for at
least the next 12 months from the date of publication of this document.

8. No significant change

There has been no significant change in the trading or financial position of the Group since 31 March
2013 (the date to which the latest financial statements of the Group were prepared).

9. Litigation and regulatory actions

(a) Education Logistics

In January 2007, Education Logistics, Inc. and Logistics Management, Inc. (together, “Edulog”)
brought a claim for breach of contract against Laidlaw Transit, Inc. (“Laidlaw Transit”), which was
acquired by FirstGroup in October 2007 (and subsequently renamed First Student). The claim
related to an agreement Laidlaw Transit entered into with Edulog in 1992 (the “Edulog

Agreement”) pursuant to which Edulog granted to Laidlaw Transit a five year exclusive licence to
market and use the Edulog routing software, followed by a perpetual non-exclusive licence
thereafter. Edulog alleged that Laidlaw Transit breached the Edulog Agreement by failing to use its
best efforts to promote the software to its customers and by providing school boards with
unlicensed access to the software. First Student strongly resisted these claims, and summary
judgment was granted in favour of First Student in a series of motions in 2008 and 2009. However,
Edulog appealed and a portion of the trial court’s dismissal was reversed by the appellate court in
August 2010. The case was returned to the trial court and on 15 November 2012 a federal court
jury awarded damages of US$28.4 million to Edulog.

Pursuant to a motion for reconsideration filed with the court by First Student, on 2 April 2013 the
federal court judge reduced the award to US$18.9 million on the grounds that US$9.5 million of
the award was in respect of consequential damages, which were expressly excluded in the Edulog
Agreement. On 18 April 2013, First Student appealed to the U.S. Court of Appeal for the Ninth
Circuit. It is anticipated that the appeal process will take between twelve and 18 months to
complete. FirstGroup believes that all but US$1.7 million of the damages awarded to Edulog were
consequential damages and therefore expressly excluded in the Edulog Agreement.

(b) California meal and break cases

Three separate “class actions” have been brought against First Transit in California for an alleged
failure to pay employees for legally mandated rest breaks. The action is brought under California
Wage Order No.9 which mandates that employees are given ten-minute paid rest breaks for every
four hours of work (or major portion thereof). The class includes current and former employees of
First Transit’s fixed route and paratransit operations in California between 2003 and 2013. In
February 2013, First Transit reached an in-principle US$13.5 million settlement in respect of two of
these class actions, while the third was dismissed on 13 October 2012. The final terms of this
settlement remain subject to negotiation, but include a reversion clause whereby any portion of the
total US$13.5 million amount not claimed by the class will revert to First Transit (subject to a
minimum payment by First Transit of 60 per cent. of the total class settlement amount). The final
terms of the settlement must be approved by the relevant courts. The Group has made full
provision in its FY 2013 financial statements in respect of this settlement.

(c) California background check cases

Starting in October 2009, approximately 1,400 current and former employees of First Transit and
First Student brought a “mass action” against First Transit and First Student in California alleging
that background checks had been carried out on them on behalf of First Transit and First Student
since 2007 without proper consent and notice, in violation of California state law. The maximum
statutory penalty where such an offence is proven is the greater of US$10,000 or actual damages
suffered by the individual(s) in question.

FirstGroup believes that it is unlikely that, in the circumstances, the majority of the plaintiffs would
be able to show that actual damages were suffered as, based on information obtained during the
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course of discovery, the majority of plaintiffs have failed to identify any loss as a result of the
background checks having been carried out without proper consent or notice. The Group does not
believe that each plaintiff should be entitled to the maximum statutory award and believes that this
provision of California law is unconstitutional. Two federal district courts in California interpreting
the California law at issue have held that the penalty provisions are unconstitutionally vague.
FirstGroup also has additional constitutional and statutory defences to these actions. As at the
date of this document, over 100 cases have been dismissed, over 150 cases have been settled
(each for materially less than the statutory maximum amount) and 1,134 individual plaintiffs
remain, 856 of whom did not give valid consent to the background checks carried out. As a result
of the above factors, it is not possible accurately to quantify this claim at this time.

Save as disclosed above, there are no governmental, legal or arbitration proceedings (including any
such proceedings which are pending or threatened of which the Company is aware) which may have,
or have had in the recent past (covering the 12 months immediately preceding the date of this
document), a significant effect on the financial position or profitability of the Company and/or the
Group.

10. Material contracts

The following are summaries of all of the contracts (not being contracts entered into in the ordinary
course of business) that have been entered into by the Company or any member of the Group:
(i) within the two years immediately preceding the date of this document which are, or may be, material
to the Group; or (ii) at any time and contain obligations or entitlements which are, or may be, material
to the Group as at the date of this document:

(a) Underwriting Agreement

On 20 May 2013, the Company and the Underwriters entered into the Underwriting Agreement
pursuant to which the Company has appointed J.P. Morgan Cazenove and Goldman Sachs
International as Joint Sponsors and Joint Global Co-Ordinators, J.P. Morgan Cazenove, Goldman
Sachs International and Merrill Lynch International as Joint Bookrunners in connection with the
Rights Issue and Admission and HSBC Bank plc as Joint lead manager to the Rights Issue.

Subject to the terms and conditions of the Underwriting Agreement, the Joint Bookrunners (as
agents of the Company) have agreed to endeavour to procure, on behalf of the Underwriters,
acquirers for the New Ordinary Shares which have not been taken up under the Rights Issue (or,
at their discretion, for as many as can be so procured) as soon as reasonably practicable and in
any event by no later than 4.30 p.m. on 27 June 2013 (or such later date as may be agreed in
writing between the Company and the Joint Bookrunners), if an amount which is not less than the
total of the Issue Price multiplied by the number of such New Ordinary Shares for which acquirers
are so procured and the expenses of procurement (including any applicable brokerage and
commissions and amounts in respect of VAT which are not recoverable) can be obtained.

If and to the extent that the Joint Bookrunners are unable to procure acquirers on the basis
outlined in the previous paragraph, the Underwriters have agreed to acquire, on a several basis,
any remaining New Ordinary Shares.

In consideration of their services under the Underwriting Agreement, and subject to their obligations
under the Underwriting Agreement not having been terminated, the Underwriters will be paid a
commission of 3 per cent. of the Issue Price multiplied by 722,859,586 (the aggregate number of
New Ordinary Shares) (whether or not the Underwriters are called upon to acquire or procure
acquirers for any New Ordinary Shares under the Underwriting Agreement, as described above).
Out of such commission payable to the Underwriters, the Underwriters will pay or procure the
payment of sub-underwriting commissions payable to such persons (if any) as the Underwriters may
procure to acquire New Ordinary Shares. In addition to the commission payable to the Underwriters
as described above, the Company may, in its absolute discretion, pay to the Underwriters, in such
proportions as between the Underwriters as the Company in its absolute discretion determines, a
discretionary amount of up to 0.25 per cent. of the Issue Price multiplied by 722,859,586 (the
aggregate number of New Ordinary Shares). The Company has also agreed to pay all costs and
expenses, properly incurred, of or in connection with the Rights Issue and the General Meeting
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(whether or not the obligations of the Underwriters under the Underwriting Agreement become
unconditional or are terminated).

The obligations of the Underwriters under the Underwriting Agreement are subject to certain
conditions including, amongst others:

(a) the passing of the Resolution (without material amendment) at the General Meeting on
10 June 2013 (or, with the prior written agreement of the Joint Global Co-ordinators, at any
adjournment of such meeting);

(b) Admission occurring not later than 8.00 a.m. on the first Dealing Day after the date of the
General Meeting (or such later time and/or date (being not later than 17 June 2013) as the
parties to the Underwriting Agreement may agree);

(c) there being no breach of the representations, warranties and undertakings on the part of the
Company contained in the Underwriting Agreement (save to the extent not material in the
context of the Rights Issue);

(d) the fulfilment in all material respects by the Company of its obligations, undertakings and covenants
under the Underwriting Agreement and under the terms or conditions of the Rights Issue; and

(e) no event referred to in section 87G(1) of FSMA arising between the time of publication of this
document and Admission and no Supplementary Prospectus being published by or on behalf of
the Company before Admission which is considered material in the context of the Rights Issue.

If any of the conditions is not satisfied or becomes incapable of being satisfied (unless in either
case waived by the Joint Global Co-ordinators in their absolute discretion) by the required time
and date (being no later than Admission) then, save for certain exceptions, the parties’ obligations
under the Underwriting Agreement (including the Joint Global Bookrunners’ obligations to procure
acquirers for New Ordinary Shares and the Underwriters’ obligations to acquire any remaining
New Ordinary Shares, as described in the second and third paragraphs of this sub-Section (a) of
this Section 10 of this Part XI) shall cease and terminate, without prejudice to any liability for any
prior breach of the Underwriting Agreement.

In addition, the Joint Global Co-ordinators, acting jointly and for themselves and the other
Underwriters, are entitled, in their absolute discretion (acting in good faith) to terminate the
Underwriting Agreement in certain circumstances, including for material adverse change and force
majeure, but only prior to Admission.

The Company has given certain customary representations, warranties and undertakings to the
Underwriters, and customary indemnities to the Underwriters and to certain persons connected
with them. The liabilities of the Company thereunder are unlimited as to time and amount.

Pursuant to separate letter agreements, the Company has also given certain capped indemnities
to BNP Paribas, Banco Santander S.A. and Crédit Agricole Corporate and Investment Bank in
connection with their role as Co-lead manager and sub-underwriters.

(b) Subscription and Transfer Agreements

In connection with the Rights Issue, the Company, J.P. Morgan Cazenove and Newco have
entered into several agreements, each dated 20 May 2013, in relation to the subscription and
transfer of ordinary shares and redeemable preference shares in Newco.

Under the terms of these agreements:

(i) the Company and J.P. Morgan Cazenove will acquire ordinary shares in Newco and enter into
certain put and call options in respect of the ordinary shares in Newco subscribed for by
J.P. Morgan Cazenove that are exercisable if the Rights Issue does not proceed;

(ii) J.P. Morgan Cazenove will apply monies received from Qualifying Shareholders and
renouncees and from acquirers of New Ordinary Shares not taken up by Qualifying
Shareholders and renouncees under the Rights Issue, and held by the Receiving Agent until
Admission, to subscribe for redeemable preference shares in Newco to an aggregate value
equal to such monies, after deduction of the amount of certain commissions and expenses
together with any relevant amounts in respect of New Ordinary Shares acquired by the Joint
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Bookrunners for which the Joint Bookrunners have procured placees pursuant to the
Underwriting Agreement (after deducting relevant commissions and expenses); and

(iii) the Company will allot and issue the New Ordinary Shares to those persons entitled thereto in
consideration of J.P. Morgan Cazenove transferring their holdings of redeemable preference
shares and ordinary shares in Newco to the Company.

Accordingly, instead of receiving cash as consideration for the issue of the New Ordinary Shares,
at the conclusion of the Rights Issue the Company will own the entire issued ordinary share capital
and entire redeemable preference share capital of Newco whose only assets will be its cash
reserves, which will represent an amount equal to the proceeds of the Rights Issue. The Company
will be able to use this amount (including to pay the costs and expenses of the Rights Issue) on
redemption of the redeemable preference shares it will hold in Newco and, during any interim
period prior to redemption, by procuring that Newco lends the amount to the Company (or one of
the Company’s subsidiaries).

Qualifying Shareholders are not party to these arrangements and so will not acquire any direct
right against J.P. Morgan Cazenove pursuant to these arrangements. The Company will be
responsible for enforcing the obligations of J.P. Morgan Cazenove and Newco thereunder.

(c) Fixed Rate Senior Loan Notes

On 21 April 2011, FirstGroup entered into a note purchase agreement with The Prudential Insurance
Company of America, Prudential Retirement Insurance and Annuity Company, Gibraltar Life
Insurance Co., LTD and Pruco Life Insurance Company of New Jersey relating to the issue by
FirstGroup of US$150,000,000 4.26 per cent. Senior Unsecured Notes due 31 October 2017 (the
“Fixed Rate Senior Loan Notes”). The Fixed Rate Senior Loan Notes are repayable in instalments
of US$50,000,000 on each of 31 October 2016, 30 April 2017 and 31 October 2017. The obligations
of FirstGroup under the Fixed Rate Senior Loan Notes are guaranteed by First Transit, Inc., First
Student, Inc., Greyhound Lines, Inc. and First West Yorkshire Limited (each a subsidiary of
FirstGroup).

FirstGroup may at its option prepay the Fixed Rate Senior Loan Notes in whole or in part (subject
to a US$10,000,000 de minimis) at their principal amount together with accrued interest and a
make-whole amount. FirstGroup may also at its option elect to prepay any Fixed Rate Senior Loan
Notes that are affected by a change in tax law which results in FirstGroup having to gross-up
interest payments, such prepayment being at 100 per cent. of the principal amount of such Fixed
Rate Senior Loan Notes together with accrued interest and, if in respect of a tax jurisdiction other
than the United Kingdom or Ireland, also with the payment of a modified make-whole amount.
FirstGroup must offer to prepay the Fixed Rate Senior Loan Notes in full on the occurrence of a
change of control together with accrued interest but without any make-whole amount. Further, if
the proceeds of any permitted disposal are applied in prepayment or repayment of any of the
Group’s senior unsecured financial indebtedness in an amount in excess of £200 million or in any
amount when an event of default has occurred and is continuing under the Fixed Rate Senior
Loan Notes, FirstGroup must offer to prepay the Fixed Rate Senior Loan Notes (including accrued
interest but without any make-whole amount) pro rata with such financial indebtedness.

The Fixed Rate Senior Loan Notes contain restrictions on, amongst other things, the ability of the
members of the Group to make disposals (subject to an annual basket of whichever is the higher
of 15 per cent. of gross assets or EBITDA (as defined in the note purchase agreement for the
Fixed Rate Senior Loan Notes)) or large-scale acquisitions (including Class 1 transactions which
would result in the Group being sub-investment grade or the majority of its business being outside
of Europe and North America) or create security (subject to a monetary basket which increases
each year and is currently £310 million, increasing to £360 million over time) subject in each case
to customary exceptions. They also include a net leverage ratio and a fixed charge coverage ratio
tested at Group level. These financial covenants are calculated and tested half yearly. The Fixed
Rate Senior Loan Notes contain events of default that would be customary for an investment
grade bank facility. In addition, the terms of the Fixed Rate Senior Loans Notes include a most
favoured lender provision.
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(d) Disposal of GB Railfreight

On 28 May 2010, GB Railways Group plc (“GBR”), a wholly-owned subsidiary of FirstGroup,
entered into a share purchase agreement (the “SPA”) and associated tax covenant (the “Tax

Covenant”) with Europorte SAS, under which Europorte SAS would acquire the entire issued
share capital of GB Railfreight for a net cash consideration of approximately £24.3 million. GBR’s
obligations under the SPA and the Tax Covenant are guaranteed in full by First Rail Holdings
Limited, a subsidiary of FirstGroup.

GBR gave certain representations, warranties and indemnities customary for this type of
transaction, including an indemnity in respect of certain tax liabilities relating to GB Railfreight
under the Tax Covenant. The limitation period in respect of the warranties (save for the tax
warranties) has now expired. Claims under the tax warranties or the Tax Covenant must be
brought within three months of the relevant applicable statutory period or, if there is no such period
or such period is longer than six years, on or before 28 May 2016. GBR’s maximum aggregate
liability under the Tax Covenant and for a breach or inaccuracy of the tax warranties is £20 million
(including all legal costs and expenses).

(e) London bus disposal agreements

East London bus disposal

On 9 April 2013, Centrewest London Buses Limited (“CLBL”), a wholly-owned subsidiary of
FirstGroup, entered into a share purchase agreement (the “East SPA”) with Tower Transit Limited
(“TTL”) and Transit Systems Pty Limited (as guarantor of TTL’s obligations under the East SPA),
under which TTL agreed to acquire the entire issued share capital of Centrewest (No.1) Limited
(“CW1”) for a gross cash consideration of £21.3 million.

Completion of the East SPA has not yet occurred and is conditional on the completion of an asset
purchase agreement (the “East APA”) between CW1, CLBL, First Capital East Limited (“FCEL”)
and Firstbus (South) Limited (as guarantor of CLBL’s and FCEL’s obligations under the East
SPA), each of which are also wholly-owned subsidiaries of FirstGroup.

Completion of the East APA is conditional on the necessary regulatory consents and approvals
being obtained, including from (i) TfL in respect of the transfer of the route agreements with TfL
held by CLBL and FCEL respectively to CW1, and the subsequent transfer of the entire issued
share capital of CW1 to TTL, and (ii) the Traffic Commissioner for the South East and Metropolitan
Area, in respect of the public service vehicle operator licence which CW1 will require to operate
the business with effect from completion of the East APA. It is currently expected that completion
under the East SPA and the East APA will occur in June 2013.

The East SPA and the East APA each contain contractual protections (including customary
representations, warranties and indemnities) in favour of the relevant acquirer of assets or share
capital under such agreements (as the case may be). Claims under the representations and
warranties are limited in time and amount. The details of these arrangements are subject to
restrictions of confidentiality.

West London bus disposal

Also on 9 April, 2013 CLBL entered into a share purchase agreement (the “West SPA”) with
Metroline Limited (“Metroline”) and Braddell Limited (as guarantor of Metroline’s obligations under
the West SPA), under which Metroline agreed to acquire the entire issued share capital of
Centrewest (No.2) Limited (“CW2”) for a gross cash consideration of £57.5 million.

Completion of the West SPA has not yet occurred and is conditional on the completion of an asset
purchase agreement (the “West APA”) between CW2, CLBL and Firstbus (North) Limited (as
guarantor of CLBL’s obligations under the West SPA), a wholly-owned subsidiary of FirstGroup.

Completion of the West APA is conditional on the necessary regulatory consents and approvals
being obtained, including from (i) TfL in respect of the transfer of the route agreements with TfL
held by CLBL to CW2, and the subsequent transfer of the entire issued share capital of CW1 to
Metroline, and (ii) the Traffic Commissioner for the South East and Metropolitan Area, in respect of
the public service vehicle operator licence which CW2 will require to operate the business with
effect from completion of the West APA. It is currently expected that completion under the West
SPA and the West APA will occur in June 2013.
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The West SPA and the West APA each contain contractual protections (including customary
representations, warranties and indemnities) in favour of the relevant acquirer of assets or share
capital under such agreements (as the case may be). Claims under the representations and
warranties are limited in time and amount. The details of these arrangements are subject to
restrictions of confidentiality.

11. United Kingdom taxation

The following statements do not constitute advice and are intended to apply only as a general guide to
certain UK tax consequences of the Rights Issue for Qualifying Shareholders under current UK tax law
and the current practice of HMRC, either of which is subject to change at any time, possibly with
retrospective effect. Except where otherwise expressly stated, they apply only to Qualifying
Shareholders who are resident and (in the case of individuals) domiciled for tax purposes in the UK,
who hold their Ordinary Shares as an investment and who are the absolute beneficial owners of their
Ordinary Shares. They may not apply to certain Qualifying Shareholders, such as dealers in securities,
insurance companies, collective investment schemes, Qualifying Shareholders who are exempt from
tax, and Qualifying Shareholders who have (or are deemed to have) acquired their Ordinary Shares by
virtue of an office or employment or who acquire (or are deemed to acquire) Nil Paid Rights, Fully Paid
Rights or New Ordinary Shares by virtue of an office or employment. Such Qualifying Shareholders
may be subject to special rules.

Any person who is in any doubt as to his or her tax position or who may be subject to tax in

any jurisdiction other than the United Kingdom should consult an appropriate professional tax

adviser without delay.

11.1 Taxation of chargeable gains

Reorganisation treatment

For the purposes of UK taxation of chargeable gains, the issue of the New Ordinary Shares by the
Company should constitute a reorganisation of the Company’s share capital. On this basis, a
Qualifying Shareholder will not be treated as making a disposal of all or any part of his holding of
existing Ordinary Shares by reason of taking up his rights to New Ordinary Shares. No liability to
UK taxation on chargeable gains should arise in respect of the issue of New Ordinary Shares to the
extent that a Qualifying Shareholder takes up his full entitlement to New Ordinary Shares.

If a Qualifying Shareholder takes up all or any of his rights to the New Ordinary Shares, his existing
holding of Ordinary Shares and his New Ordinary Shares will be treated as the same asset, acquired at
the time he acquired his existing Ordinary Shares. The amount paid by a Qualifying Shareholder in
consideration for the New Ordinary Shares will be added to the base cost of his existing holding(s).

Disposals and “small” disposals

If a Qualifying Shareholder sells or otherwise disposes of all or some of the New Ordinary Shares
allotted to him, or his rights to acquire them, or if he allows or is deemed to have allowed all or some of
his rights to acquire New Ordinary Shares to lapse and receives a cash payment in respect of them, he
may, depending on his circumstances, incur a liability to UK taxation on any chargeable gains realised.

However, if the proceeds resulting from a lapse or disposal of the rights to acquire New Ordinary
Shares are “small” as compared with the market value (on the date of lapse or disposal) of the
Ordinary Shares in respect of which the rights arose, a Qualifying Shareholder should not be treated as
making a disposal for the purposes of UK taxation of chargeable gains. The proceeds will instead be
deducted from the acquisition cost of the relevant Ordinary Shares for the purposes of computing any
chargeable gain or allowable loss on a subsequent disposal. The current practice of HMRC is to apply
this treatment where either (i) the proceeds of the disposal or lapse of rights do not exceed 5 per cent.
of the market value (at the date of the disposal or lapse) of the Ordinary Shares in respect of which the
rights arose or (ii) the amount of the proceeds is £3,000 or less, regardless of whether the 5 per cent.
test is satisfied. This treatment will not apply where such proceeds are greater than the base cost of
the Ordinary Shares in respect of which the rights arose.

204



Individual Qualifying Shareholders

A disposal by a Qualifying Shareholder who is an individual within the charge to UK capital gains tax
will, subject to the availability to the Qualifying Shareholder of any exemptions, reliefs and/or allowable
losses (including the annual exempt amount which is £10,900 for the year 2013/14), be subject to tax
on any gain arising at the rate of 18 per cent or, if and to the extent that the Qualifying Shareholder’s
total taxable income and gains in a given year (including any gains made on the disposal) are more
than the income tax basic rate limit applicable in respect of the tax year (£32,010 for 2013/2014), at a
rate of 28 per cent. in respect of gains arising on the disposal, with no taper relief or indexation
allowance.

Non-resident Qualifying Shareholders

An individual Qualifying Shareholder who has ceased to be resident for tax purposes in the United
Kingdom for a period of less than five years of assessment and who disposes of all or part of his New
Ordinary Shares during that period of temporary non-residence may be liable on his return to the UK to
taxation on chargeable gains arising on disposals made during the period of absence, subject to any
available exemption or relief.

Subject to the paragraph above, a Qualifying Shareholder who is not resident in the UK for tax
purposes and who realises a gain in respect of any New Ordinary Shares will not normally be liable to
UK tax on chargeable gains. However, such a Qualifying Shareholder who is an individual may be
liable to UK tax on chargeable gains if, at the time of the disposal of the New Ordinary Shares, that
Qualifying Shareholder carries on a trade, profession or vocation in the UK through a branch or agency
and the New Ordinary Shares are, or have been, used, held or acquired for the purposes of such trade,
profession or vocation or for the purposes of such branch or agency. Similarly, a corporate Qualifying
Shareholder which is not UK resident but carries on a trade in the UK through a permanent
establishment may be liable to UK tax on chargeable gains if it disposes of New Ordinary Shares which
are, at or before the time the gain accrues, used in or for the purposes of that trade or for the purposes
of the permanent establishment.

Indexation

In the case of individuals, trustees and personal representatives, indexation allowance is not available.
In the case of a corporate Qualifying Shareholder, in calculating the chargeable gain or allowable loss
arising on a disposal of New Ordinary Shares, indexation allowance will apply to the amount paid for
the New Ordinary Shares only from the date on which the payment is made for the New Ordinary
Shares (or, if earlier, the date on which such monies become liable to be paid).

11.2 Stamp duty and SDRT

The comments below relating to stamp duty and SDRT apply whether or not a Qualifying Shareholder
is resident in the UK. But it should be noted that certain categories of person, including market makers,
brokers, dealers and other specified market intermediaries, are entitled to exemption from stamp duty
and SDRT in respect of purchases of securities in specified circumstances.

(a) Provisional Allotment Letters, Nil Paid Rights and Fully Paid Rights

No stamp duty or SDRT will be payable on the issue of Provisional Allotment Letters or on the crediting
of Nil Paid Rights or Fully Paid Rights to stock accounts in CREST.

Persons who, on or before the latest time for registration of renunciation, purchase (or are treated as
purchasing) rights to New Ordinary Shares represented by Provisional Allotment Letters (whether nil
paid or fully paid), or Nil Paid Rights or Fully Paid Rights held in CREST, will not generally be liable to
pay stamp duty. However, such a purchaser will normally be liable to pay SDRT at the rate of
0.5 per cent. of the actual consideration paid.

Where such a purchase is effected through a stockbroker or other financial intermediary, that person
will normally account to HMRC for the SDRT and should indicate that this has been done in any
contract note issued to the purchaser. In other cases, the purchaser of the rights to the New Ordinary
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Shares represented by the Provisional Allotment Letters is liable to pay the SDRT and must account
for it to HMRC. Any SDRT arising on the transfer of Nil Paid Rights or Fully Paid Rights held in CREST
should be collected and accounted for, in accordance with the CREST rules, to HMRC by Euroclear.

No stamp duty or SDRT will be payable on the registration of renunciation of Provisional Allotment
Letters, whether by the original holders or their renouncees.

(b) New Ordinary Shares

No stamp duty or SDRT will be payable on the issue of New Ordinary Shares.

The transfer on sale of New Ordinary Shares held outside CREST after the last date for registration of
renunciation will generally give rise to a liability, usually met by the purchaser, to ad valorem stamp
duty at the rate of 0.5 per cent. (rounded up to the nearest multiple of £5) of the amount or value of
consideration paid. An exemption from stamp duty will be available on an instrument transferring New
Ordinary Shares where the amount or value of the consideration for the sale is £1,000 or less and it is
certified on the instrument that the transaction effected by the instrument does not form part of a larger
transaction or series of transactions for which the aggregate consideration exceeds £1,000. An
agreement to transfer such shares which is or becomes unconditional will generally give rise to SDRT
at the rate of 0.5 per cent. of the amount or value of the consideration paid, such SDRT generally being
payable by the transferee or purchaser. The liability to SDRT will generally be cancelled or any SDRT
paid refunded if the agreement is completed by a duly stamped transfer, or a transfer which is not
chargeable with any stamp duty or otherwise required to be stamped, within six years of either the date
of the agreement or, if the agreement was conditional, the date when the agreement became
unconditional.

No stamp duty or SDRT will arise on a transfer of New Ordinary Shares into CREST provided that, in
the case of SDRT, the transfer is not for money or money’s worth. A transfer of New Ordinary Shares
effected on a paperless basis through CREST will generally be subject to SDRT at the rate of
0.5 per cent. of the amount or value of the consideration payable, which will be collected and
accounted for to H.M. Revenue & Customs by Euroclear (such SDRT generally being payable by the
transferee or purchaser).

Where New Ordinary Shares are transferred (i) to, or to a nominee for, a person whose business is or
includes the provision of clearance services or (ii) to, or to a nominee or agent for, a person whose
business is or includes issuing depository receipts, stamp duty or SDRT will be payable at the higher
rate of 1.5 per cent. of the amount or value of the consideration payable or, in certain circumstances,
the value of the New Ordinary Shares (rounded up in the case of stamp duty to the nearest £5), unless
the transfer is integral to the raising of new capital.

11.3 Taxation of dividends

Under current UK tax law, the Company will not be required to withhold tax at source from dividend
payments it makes.

(a) Individual Qualifying Shareholders

An individual Qualifying Shareholder who receives a dividend from the Company will be entitled to a
tax credit which may be set off against his total income tax liability on the dividend. The tax credit will
be equal to 10 per cent. of the aggregate of the dividend and the tax credit (the “gross dividend”), or
one-ninth of the amount of the cash dividend received.

The gross dividend is treated as the top slice of the individual’s income. An individual Qualifying
Shareholder who is liable to income tax at a rate not exceeding the basic rate will be subject to income
tax on the dividend at the rate of 10 per cent. of the gross dividend, so that the tax credit will satisfy in
full such Qualifying Shareholder’s liability to income tax on the dividend. If an individual Qualifying
Shareholder is liable to income tax at the higher rate, he will be subject to income tax on the gross
dividend at 32.5 per cent. but will be able to set the tax credit off against part of this liability. The effect
of that set-off of the tax credit is that such a Shareholder will have to account for additional tax equal to
22.5 per cent. of the gross dividend (or 25 per cent. of the cash dividend received), to the extent that
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the gross dividend falls above the income tax basic rate band. So, for example, a dividend of
£90 received by an individual Qualifying Shareholder will carry a tax credit of £10. If the whole of the
dividend and the related tax credit falls above that individual’s threshold for the higher rate of income
tax, the income tax payable will be £32.50 (32.5 per cent. of £100) less the tax credit of £10, leaving a
net income tax charge of £22.50.

If an individual Qualifying Shareholder is liable to income tax at the additional rate, he will be subject to
income tax on the gross dividend at 37.5 per cent. but will be able to set the tax credit off against part
of this liability. The effect of that set-off is that such a Shareholder will have to account for additional tax
equal to 27.5 per cent. of the gross dividend, or just over 30.5 per cent of the net dividend.

An individual Qualifying Shareholder who is not liable to income tax in respect of the gross dividend,
and Qualifying Shareholders which are generally not liable to UK tax on dividends (including pension
funds and charities), will not be entitled to any payment from HMRC in respect of the tax credit
attaching to the dividend.

(b) Corporate Qualifying Shareholders

Qualifying Shareholders which are “small companies” for the purposes of UK taxation of dividends will
not generally be subject to tax on dividends received from the Company. Other Qualifying
Shareholders within the charge to UK corporation tax will not be subject to tax on dividends received
from the Company so long as the dividends fall within an exempt class and certain other conditions are
met.

Corporate Qualifying Shareholders will not be entitled to any payment from HMRC in respect of the tax
credits attaching to the Company’s dividends.

12. Certain US federal income tax considerations

TO ENSURE COMPLIANCE WITH TREASURY DEPARTMENT CIRCULAR 230, HOLDERS ARE

HEREBY NOTIFIED THAT: (A) ANY DISCUSSION OF US FEDERAL TAX ISSUES IN THIS

PROSPECTUS IS NOT INTENDED OR WRITTEN TO BE RELIED UPON, AND CANNOT BE

RELIED UPON, BY HOLDERS FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE

IMPOSED ON HOLDERS UNDER THE US INTERNAL REVENUE CODE; (B) SUCH DISCUSSION

IS INCLUDED HEREIN BY THE ISSUER IN CONNECTION WITH THE PROMOTION OR

MARKETING (WITHIN THE MEANING OF CIRCULAR 230) BY THE ISSUER OF THE

TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (C) HOLDERS SHOULD SEEK

ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX

ADVISER.

The following is a summary of certain material US federal income tax consequences of the receipt,
exercise and disposition of Nil Paid Rights and Fully Paid Rights (for the purposes of this Section 12 of
Part XI, together the “Rights”) pursuant to the Rights Issue, as well as the acquisition, ownership and
disposition of New Ordinary Shares, in either case, by a US Holder. This summary deals only with
US Holders that receive Rights in the Rights Issue and will hold the Rights and New Ordinary Shares
as capital assets. The discussion does not cover all aspects of US federal income taxation that may be
relevant to, or the actual tax effect that any of the matters described herein will have on, the receipt,
exercise or disposition of Rights or the acquisition, ownership or disposition of New Ordinary Shares by
particular investors, and does not address state, local, foreign or other tax laws. This summary also
does not address tax considerations applicable to investors that own (directly or indirectly) 10 per cent.
or more of the voting stock of the Company, nor does this summary discuss all of the tax
considerations that may be relevant to certain types of investors subject to special treatment under
US federal income tax law (such as financial institutions, insurance companies, investors liable for the
alternative minimum tax, individual retirement accounts and other tax-deferred accounts, tax-exempt
organisations, dealers in securities or currencies, investors that will hold the New Ordinary Shares as
part of straddles, hedging transactions or conversion transactions for US federal income tax purposes,
investors whose functional currency is not the US dollar and persons holding Rights or New Ordinary
Shares in connection with a permanent establishment or fixed base outside of the United States).
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The US federal income tax treatment of a partner in a partnership (or owner of other business entity
treated as a partnership for US federal income tax purposes) that holds Rights or New Ordinary Shares
will depend on the status of the partner and the activities of the partnership. Partnerships (and entities
that are treated as partnerships for US federal income tax purposes) and persons holding Rights or
New Ordinary Shares through such partnerships should consult their tax advisers concerning the
US federal income tax consequences to their partners of the acquisition, ownership, exercise, and
disposition of Rights or New Ordinary Shares by the partnership.

The Company believes that it is not a PFIC for US federal income tax purposes, and does not expect
to become a PFIC in the future. A non-US corporation is a PFIC in any taxable year in which, after
taking into account the income and assets of the corporation and certain subsidiaries pursuant to
applicable “look-through rules,” either (i) at least 75 per cent. of its gross income is “passive income” or
(ii) at least 50 per cent. of the average value of its assets is attributable to assets which produce
passive income or are held for the production of passive income. The determination of PFIC status
must be made annually, which is very fact specific and may be affected by changes in the Company’s
activities, revenue and assets subsequent to the Rights Issue, and there can be no assurance in this
regard. Accordingly, it is possible that the Company may become a PFIC in the current taxable year or
in future years. If the Company were to be treated as a PFIC for any taxable year when a US Holder
owns or owned the New Ordinary Shares, materially adverse consequences could result to such US
Holders for that year and all future years during which such US Holders retain such share, regardless
of whether the Company continues to meet the PFIC test. The following discussion assumes that the
Company is not, has not been and will not become, a PFIC.

This summary is based on the IR Code, its legislative history, existing and proposed regulations
thereunder, published rulings and court decisions, all as of the date hereof and all subject to change at
any time, possibly with retroactive effect. We have not requested, and will not request, a ruling from the
IRS with respect to any of the US federal income tax consequences described below, and as a result
there can be no assurance that the IRS will not disagree with or challenge any of the conclusions we
have reached and describe herein.

THE SUMMARY OF US FEDERAL INCOME TAX CONSEQUENCES SET OUT BELOW IS FOR
GENERAL INFORMATION ONLY. ALL PROSPECTIVE PURCHASERS SHOULD CONSULT THEIR
TAX ADVISERS AS TO THE PARTICULAR TAX CONSEQUENCES TO THEM OF OWNING THE
RIGHTS AND NEW ORDINARY SHARES, INCLUDING THE APPLICABILITY AND EFFECT OF
STATE, LOCAL, FOREIGN AND OTHER TAX LAWS AND POSSIBLE CHANGES IN TAX LAW.

12.1 Taxation in Respect of Rights

(a) Receipt of Nil Paid Rights

The tax consequences of the receipt of Nil Paid Rights by a US Holder are not free from doubt.
However, based on the particular facts relating to the Nil Paid Rights and the sale of unexercised Nil
Paid Rights, if any, by the Underwriters under UK law, we believe it is proper to take the position that a
US Holder is not required to include any amount in income for US federal income tax purposes as a
result of the receipt of the Nil Paid Rights. It is possible that the IRS will take a contrary view and
require a US Holder to include in income as ordinary dividend income an amount equal to the fair
market value of the Nil Paid Rights on the date of their distribution. The remainder of this discussion
assumes that the receipt of the Nil Paid Rights will not be a taxable event for US federal income tax
purposes. US Holders should consult their own tax advisers regarding the US federal income tax
treatment of the receipt of the Nil Paid Rights.

(b) Tax Basis in Nil Paid Rights

If, on the date of receipt, the fair market value of Nil Paid Rights is less than 15 per cent. of the fair
market value of the Existing Ordinary Shares with respect to which Nil Paid Rights are received, Nil
Paid Rights will be allocated a zero tax basis unless the US Holder affirmatively elects to allocate a
portion of such US Holder’s adjusted tax basis in its Existing Ordinary Shares to the Nil Paid Rights in
proportion to the relative fair market values of the US Holder’s Existing Ordinary Shares and Nil Paid
Rights received determined on the date of receipt. This election must be made in the US Holder’s
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timely filed US federal income tax return for the taxable year in which Nil Paid Rights are received and
is irrevocable.

If, on the date of receipt, the fair market value of Nil Paid Rights is 15 per cent. or more of the fair
market value of the Existing Ordinary Shares with respect to which Nil Paid Rights are received, then,
except as discussed below (“Expiration of Nil Paid Rights”), the US Holder’s adjusted tax basis in its
Existing Ordinary Shares must be allocated between the Existing Ordinary Shares and Nil Paid Rights
received in proportion to their fair market values determined on the date of receipt.

(c) Sale or Other Disposition of Nil Paid Rights

Upon a sale or other disposition of Nil Paid Rights by a US Holder, a US Holder will generally
recognise gain or loss equal to the difference, if any, between the US dollar value of the amount
realised and the US Holder’s adjusted tax basis in the Nil Paid Rights. A US Holder’s holding period in
the Nil Paid Rights will include the holding period in the Existing Ordinary Shares with respect to which
the Nil Paid Rights were distributed. Any gain or loss generally will be capital gain or loss, and will be a
long-term capital gain or loss if the US Holder’s holding period in the Nil Paid Rights exceeds one year.
Any gain or loss will generally be US source.

It is not clear whether the sale of Rights by the Underwriters, and the remittance of the proceeds from
that sale to certain holders whose Nil Paid Rights were sold, should be treated as a sale and
distribution by the Company, or as a distribution of Nil Paid Rights by the Company and a subsequent
sale of those Nil Paid Rights (or as a deemed exercise of the Nil Paid Rights and subsequent sale of
the corresponding New Ordinary Shares) by the relevant holders. If the sale and distribution were
considered to be made by the Company, then the receipt of Nil Paid Rights would be taxable to
US Holders as a dividend to the extent of the Company’s current or accumulated earnings and profits,
as described below (“Taxation in Respect of New Ordinary Shares – Dividends – General”).

The amount realised on a sale or other disposition of the Nil Paid Rights for an amount in a currency
that is not the US dollar (for the purpose of this section such non-US dollar currency shall be referred
to as “foreign currency”) will be the US dollar value of this amount on the date of sale or disposition. On
the settlement date, the US Holder generally will recognise foreign currency exchange gain or loss
(taxable as ordinary income or loss) equal to the difference, if any, between the US dollar value of the
amount received based on the exchange rates in effect on the date of sale or other disposition and the
settlement date. However, in the case of the Nil Paid Rights traded on an established securities market
(as defined under the applicable Treasury regulations) that are sold by a cash basis US Holder (or an
accrual basis US Holder that properly elects), the amount realised will be based on the exchange rate
in effect on the settlement date for the sale, and no foreign currency exchange gain or loss will be
recognised at that time. Such an election by an accrual basis US Holder must be applied consistently
from year to year and cannot be revoked without the consent of the IRS. It is unclear if this exception
will apply to any sale of the Nil Paid Rights, in part because it is uncertain whether an active trading
market on an established securities market will develop for the Nil Paid Rights.

(d) Expiration of Nil Paid Rights

If a US Holder allows the Nil Paid Rights to expire without selling or exercising them and does not
receive any proceeds from the sale of Rights by the Underwriters, the holder will not recognise any
loss upon the expiration of the Nil Paid Rights, and the holder will not be entitled to allocate any basis
to the Nil Paid Rights.

(e) Exercise of Nil Paid Rights

A US Holder will not recognise taxable income upon the receipt of Fully Paid Rights pursuant to the
exercise of Nil Paid Rights or upon the receipt of New Ordinary Shares acquired through Fully Paid
Rights. A US Holder’s basis in the Fully Paid Rights and subsequently the New Ordinary Shares will
equal the sum of the US dollar value of the Issue Price determined at the spot rate on the date of
exercise (or in the case of cash basis and electing accrual basis taxpayers, the settlement date) and
the US Holder’s basis, if any, in the Nil Paid Rights exercised. A US Holder’s holding period in each
New Ordinary Share acquired through the exercise of a Nil Paid Right will begin with and include the
date of exercise.
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(f) Sale or other disposition of Fully Paid Rights

Upon a sale or other disposition of Fully Paid Rights, a US Holder will generally recognise capital gain
or loss equal to the difference, if any, between the US dollar value of the amount realised (as
determined on the date of the sale or other disposition) and the US Holder’s adjusted tax basis in the
Fully Paid Rights. A US Holder’s holding period in Fully Paid Rights will not include the holding period
in the Existing Ordinary Shares with respect to which the Nil Paid Rights were distributed. Accordingly,
any gain or loss is expected to be short-term capital gain or loss. Any gain or loss will generally be US
source. For the US federal income taxation of an amount realised in a foreign currency from a sale or
other disposition of the Fully Paid Rights, refer to the discussion above (“Taxation in Respect of Rights
– Sale or Other Disposition of Nil Paid Rights”).

12.2 Taxation in Respect of New Ordinary Shares

(a) Dividends

General. Distributions paid by the Company (including the amount of any United Kingdom tax withheld)
out of current or accumulated earnings and profits (as determined for US federal income tax purposes)
will generally be taxable to a US Holder as foreign source dividend income, and will not be eligible for
the dividends received deduction allowed to corporations. Distributions in excess of current and
accumulated earnings and profits will be treated as a non-taxable return of capital to the extent of the
US Holder’s basis in the New Ordinary Shares and thereafter as capital gain. However, the Company
does not maintain calculations of its earnings and profits in accordance with US federal income tax
accounting principles. US Holders should therefore assume that any distribution by the Company with
respect to New Ordinary Shares will constitute ordinary dividend income. US Holders should consult
their own tax advisers with respect to the appropriate US federal income tax treatment of any
distribution received from the Company.

Subject to applicable limitations, dividends paid by the Company will generally be taxable to a
noncorporate US Holder at the special reduced rate normally applicable to long-term capital gains,
provided the Company qualifies for the benefits of the tax treaty between the United States and the
United Kingdom. The Company expects to qualify for the benefits of such treaty. A US Holder will be
eligible for this reduced rate only if it has held the New Ordinary Shares for more than 60 days during
the 121-day period beginning 60 days before the ex-dividend date.

An additional 3.8 per cent. tax may apply to dividends received by certain US Holders, including
individuals, estates and trusts, during taxable years beginning on or after 1 January 2013.

Prospective purchasers should consult their tax advisers concerning the applicability of the foreign tax
credit and source of income rules to dividends on the New Ordinary Shares.

Dividends paid in foreign currency will be included in income in a US dollar amount calculated by
reference to the exchange rate in effect on the day the dividends are received by the US Holder,
regardless of whether the foreign currency are converted into US dollars at that time. If dividends
received in foreign currency are converted into US dollars on the day they are received, the US Holder
generally will not be required to recognise foreign currency gain or loss in respect of the dividend
income.

(b) Sale or other Disposition

A US Holder generally will recognise capital gain or loss on a sale or other disposition of New Ordinary
Shares equal to the difference, if any, between the amount realised on the sale or other disposition and
the US Holder’s adjusted tax basis in the New Ordinary Shares. This capital gain or loss will be
long-term capital gain or loss if the US Holder’s holding period in the New Ordinary Shares exceeds
one year. However, regardless of a US Holder’s actual holding period, any loss may be long-term
capital loss to the extent the US Holder receives a dividend that qualifies for the reduced rate
described above under “Dividends – General” and exceeds 10 per cent. of the US Holder’s basis in (or,
in certain cases, the fair market value of) its New Ordinary Shares. If the US Holder is not a
corporation, long-term capital gains for taxable dispositions of New Ordinary Shares may be eligible for
reduced rates of taxation. The deductibility of capital losses is subject to limitations.

An additional 3.8 per cent. tax may apply to gains recognised by certain US Holders, which may
include individuals, estates and trusts, upon the sale or other disposition of stock occurring during
taxable years beginning on or after 1 January 2013.
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A U.S. Holder’s tax basis in a New Ordinary Share will generally be the US dollar cost of a Fully Paid
Right as described above in paragraph 12.1(e) (“Taxation in Respect of Rights – Exercise of Nil Paid
Rights”). The amount realised on a sale or other disposition of New Ordinary Shares for an amount in
foreign currency will be the US dollar value of this amount on the date of sale or disposition. On the
settlement date, the US Holder generally will recognise foreign currency exchange gain or loss (taxable
as ordinary income or loss) equal to the difference (if any) between the US dollar value of the amount
received based on the exchange rates in effect on the date of sale or other disposition and the
settlement date. However, in the case of New Ordinary Shares traded on an established securities
market that are sold by a cash basis US Holder (or an accrual basis US Holder that so elects), the
amount realised will be based on the exchange rate in effect on the settlement date for the sale, and
no exchange gain or loss will be recognised at that time. Any currency gain or less realised on the
settlement date or on a subsequent conversion of the foreign currency into US dollars will generally be
US source ordinary income or loss.

(c) Disposition of Foreign Currency

Foreign currency received on the sale or other disposition of a New Ordinary Share will have a tax
basis equal to its US dollar value on the settlement date. Any gain or loss recognised on a sale or other
disposition of a foreign currency will be US source ordinary income or loss.

12.3 Backup Withholding and Information Reporting

Dividends and other proceeds with respect to the Rights or New Ordinary Shares, by a US paying
agent or other US intermediary will be reported to the IRS and to the US Holder as may be required
under applicable regulations. In addition, payments that are subject to information reporting may be
subject to backup withholding if the US Holder fails to provide an accurate taxpayer identification
number or certification of exempt status or fails to report all interest and dividends required to be
shown on its US federal income tax returns. Certain US Holders (including, among others,
corporations) are not subject to backup withholding. Backup withholding is not an additional tax.
Amounts withheld under the backup withholding rules are available to be credited against a
US Holder’s US federal income tax liability and may be refunded to the extent they exceed such
liability, provided the required information is provided to the IRS. US Holders should consult their tax
advisers as to their qualification for exemption from backup withholding and the procedure for obtaining
an exemption.

(a) Transfer Reporting Requirements

A US Holder who purchases New Ordinary Shares pursuant to the exercise of Nil Paid Rights may be
required to file Form 926 (or similar form) with the IRS if the purchase, when aggregated with all
transfers of cash or other property made by the US Holder (or any related person) to the Company
within the preceding 12 month period, exceeds US$100,000 (or its equivalent). US Holders should
consult their own tax advisers with respect to whether they should file Form 926. A US Holder who fails
to file any such required form could be required to pay a penalty equal to 10 per cent. of the gross
amount paid for the New Ordinary Shares (subject to a maximum penalty of US$100,000, except in
cases of intentional disregard). US Holders should consult their tax advisers with respect to this or any
other reporting requirement that may apply to an acquisition of the New Ordinary Shares.

(b) Foreign Financial Asset Reporting

Rights or New Ordinary Shares held by non-corporate US Holders may be subject to information
reporting unless the Rights or New Ordinary Shares are held in an account at a US financial institution.
US Holders should consult their tax advisers regarding the application of this legislation.

13. Third-party information

Certain information has been obtained from external publications and is sourced in this document
where the information is included. FirstGroup confirms that this information has been accurately
reproduced and, so far as FirstGroup is aware and is able to ascertain from the information published
by third parties, no facts have been omitted which would render the reproduced information inaccurate
or misleading. Unless otherwise stated, such information has not been audited.
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14. General

(a) The Joint Sponsors are authorised in the United Kingdom by the PRA and are regulated in the
United Kingdom by the PRA and the FCA.

(b) The Registrar of the Company and Receiving Agent in respect of the Rights Issue is Equiniti.

(c) The total costs, charges and expenses of the Rights Issue are estimated to amount to
approximately £30 million (excluding VAT), which includes estimated total underwriting
commission of approximately £18.4 million. These costs, charges and expenses will be paid by the
Company from the proceeds of the Rights Issue.

(d) J.P. Morgan Cazenove has given and has not withdrawn its consent to the inclusion in this
document of its name and the references to it in the form and context in which they appear.

(e) Goldman Sachs International has given and has not withdrawn its consent to the inclusion in this
document of its name and the references to it in the form and context in which they appear.

(f) Merrill Lynch International has given and has not withdrawn its consent to the inclusion in this
document of its name and the references to it in the form and context in which they appear.

(g) HSBC Bank plc has given and has not withdrawn its consent to the inclusion in this document of
its name and the references to it in the form and context in which they appear.

(h) Deloitte LLP has given and has not withdrawn its consent to the inclusion in this document of its
report in the form and context in which it appears and has authorised the contents of that report for
the purposes of Prospectus Rule 5.5.3R(2)(f). A written consent under the Prospectus Rules is
different from a consent filed with the US Securities and Exchange Commission under Section 7 of
the Securities Act. As the Ordinary Shares have not been and will not be registered under the
Securities Act, Deloitte LLP has not filed a consent under Section 7 of the Securities Act.

(i) The financial information in this document relating to the Company does not constitute statutory
accounts within the meaning of section 434(3) of the Companies Act. Statutory consolidated
audited accounts of the Company in respect of FY 2011 and FY 2012 have been delivered to the
Registrar of Companies.

(j) One or more of the Joint Bookrunners and their affiliates have engaged in transactions with the
Company (including, in some cases, credit agreements and credit lines) in the ordinary course of
its banking business and one or more of the Joint Bookrunners have performed various
investment banking, financial advisory, and other services for the Company, for which it received
customary fees, and the Joint Bookrunners and their affiliates may provide such services in the
future. Each of the Joint Bookrunners and their respective affiliates may, from time to time, engage
in further transactions with, and perform services for, the Company and the Group in the ordinary
course of their respective businesses.

15. Documents available for inspection

Copies of the following documents will be available for inspection during normal business hours on
each Business Day from 22 May 2013 up to and including the date of Admission at the Company’s
principal place of business at 395 King Street, Aberdeen AB24 5RP, and at the offices of Slaughter
and May at One Bunhill Row, London EC1Y 8YY, United Kingdom:

(a) the Articles;

(b) this document;

(c) all documents incorporated by reference into this document as set out in Part XIII (documents
incorporated by reference) of this document;

(d) the Directors’ service contracts and Directors’ letters of appointment;

(e) the report on the unaudited pro forma statement of net assets and net tangible assets by Deloitte
LLP set out in Part IX (Unaudited Pro Forma Financial Information) of this document; and

(f) the consent letters referred to in Section 14 of this Part XI.

Copies of the documents described above will be made available free of charge upon request.
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PART XII

FINANCIAL INFORMATION RELATING TO THE GROUP

1. Historical Financial Information for the years ended 31 March 2012 and 2011

The following documents, which have been previously published and filed with the FCA and which are
available for inspection in accordance with Section 15 of Part XI (Additional Information) of this
document, contain information which is relevant to this document:

The Company’s Annual Reports for the years ended 31 March 2012 and 31 March 2011.

The table below sets out the sections of the above documents, which contain information incorporated
by reference into, and forming part of this document. Only information in the parts of the above
documents identified in the list below is incorporated into and forms part of this document. Information
in other parts of the above documents is either covered elsewhere in this document or is not relevant to
an investor’s assessment of the assets and liabilities, financial position, profit and losses and prospects
of the Company.

The consolidated financial statements of the
Company for the financial year ended 31 March
2012, including consolidated income statement,
consolidated statement of comprehensive income,
consolidated balance sheet, consolidated
statement of changes in equity, consolidated cash
flow statement and reconciliation of net cash flow
to movement in net debt and the notes to the
financial statements and the independent auditors
report thereon by Deloitte LLP.

Pages 22 to 38 and 62 to 112 (inclusive) of the
Company’s Annual Report 2012

The consolidated financial statements of the
Company for the financial year ended 31 March
2011, including consolidated income statement,
consolidated statement of comprehensive income,
consolidated balance sheet, consolidated
statement of changes in equity, consolidated cash
flow statement and reconciliation of net cash flow
to movement in net debt and the notes to the
financial statements and the independent auditors
report thereon by Deloitte LLP.

Pages 18 to 27 and 54 to 105 (inclusive) of the
Company’s Annual Report 2011

Copies of the document of which part or all are incorporated herein are available in electronic format
through the Company’s corporate website at www.firstgroup.com.

To the extent that any information incorporated by reference itself incorporates any information by
reference, either expressly or impliedly, such information will not form part of this document for the
purposes of the Prospectus Rules, except where such information is stated within this document as
specifically being incorporated by reference or where this document is specifically defined as including
such information.

Any statement which is deemed to be incorporated by reference into this document shall be deemed to
be modified or superseded for the purpose of this document to the extent that a statement contained in
this document (or in a later document which is incorporated by reference into this document) modifies
or supersedes such earlier statement (whether expressly, by implication or otherwise). Any statement
so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a
part of this document.

Except as set forth above, no other portion of these documents is incorporated by reference into this
document and those portions which are not specifically incorporated by reference in this document are
either not relevant for prospective investors or the relevant information is included elsewhere in this
document.
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2. Historical Financial Information for the year ended 31 March 2013

Financial Information of the Company for the financial year ended 31 March 2013 is detailed at
Appendix I of this document.

Deloitte LLP, the auditors of the Company, issued an unqualified audit opinion in respect of financial
years ended 31 March 2013, 2012 and 2011.
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PART XIII

DOCUMENTS INCORPORATED BY REFERENCE

This Prospectus should be read and construed in conjunction with the following documents which have
been previously published and filed with the FCA and which shall be deemed to be incorporated in,
and form part of, this document:

Information incorporated by reference
into this document

Location of incorporation
in this document

Page number(s)
in this document

The audited consolidated annual financial
statements of the Company for FY 2012,
together with the audit report thereon

Part XII (Financial information
relating to the Group)

The audited consolidated annual financial
statements of the Company for FY 2011,
together with the audit report thereon

Part XII (Financial information
relating to the Group)

Any statement contained in a document which is deemed to be incorporated by reference herein shall
be deemed to be modified or superseded for the purpose of this document to the extent that a
statement contained herein (or in a later document which is incorporated by reference herein) modifies
or supersedes such earlier statement (whether expressly, by implication or otherwise). Any statement
so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a
part of this document.

The Company will provide, without charge, to each person to whom a copy of this document has been
delivered, upon the oral or written request of such person, a copy of any or all of the documents which
are incorporated by reference herein. Written or oral requests for such documents should be directed
to the Company at its registered office.
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PART XIV

DEFINITIONS AND INTERPRETATION

The definitions set out below apply throughout this document, unless the context requires otherwise.

“2011 Annual Report” means the audited and consolidated annual report and financial
statements (including the relevant accounting policies and
notes) of FirstGroup plc and the audit report thereon for the
year ended 31 March 2011;

“2012 Annual Report” means the audited and consolidated annual report and financial
statements (including relevant accounting policies and notes) of
FirstGroup plc and the audit report thereon for the year ended
31 March 2012;

“2013 Bonds” FirstGroup’s 6.875% bonds due 2013;

“2018 Bonds” FirstGroup’s 8.125% bonds due 2018;

“2019 Bonds” FirstGroup’s 6.125% bonds due 2019;

“2021 Bonds” FirstGroup’s 8.750% bonds due 2021;

“2022 Bonds” FirstGroup’s 5.250% bonds due 2022;

“2024 Bonds” FirstGroup’s 6.875% bonds due 2024;

“Admission” admission of the New Ordinary Shares, nil paid, to the Official
List and to trading on the London Stock Exchange’s main
market for listed securities;

“Articles” the articles of association of FirstGroup;

“ATOC” the Association of Train Operating Companies;

“Audit Committee” the audit committee of FirstGroup;

“Board” the board of Directors of the Company from time to time;

“Bonds” the 2013 Bonds, 2018 Bonds, 2019 Bonds, 2021 Bonds,
2022 Bonds and 2024 Bonds;

“Business Day” any day on which banks are generally open in London for the
transaction of business other than a Saturday or Sunday or
public holiday;

“Canada” Canada, its provinces and territories and all areas under its
jurisdiction and political subdivisions thereof;

“Canadian dollar” the lawful currency for the time being of Canada;

“CC” the UK Competition Commission;

“certificated” or “in certificated

form”

a share or other security which is not in uncertificated form (that
is, not in CREST);

“City Code” the UK City Code on Takeovers and Mergers;

“Closing Price” the closing, middle market quotation, as published in the Daily
Official List;
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“Companies Act” the Companies Act 2006, as such act may be amended,
modified or re-enacted from time to time;

“CREST” the system for the paperless settlement of trades in securities
and the holding of uncertificated securities in accordance with
the Uncertificated Securities Regulations operated by
Euroclear;

“CREST Deposit Form” the CREST deposit form set out on page 4 of the Provisional
Allotment Letter;

“CREST Manual” the rules governing the operation of CREST, consisting of the
CREST Reference Manual, CREST International Manual,
CREST Central Counterparty Service Manual, CREST Rules,
Registrars Service Standards, Settlement Discipline Rules,
CCSS Operations Manual, Daily Timetable, CREST Application
Procedure and CREST Glossary of Terms (all as defined in the
CREST Glossary of Terms promulgated by Euroclear UK on
15 July 1996, as amended);

“CREST member” a person who has been admitted by Euroclear as a system-
member (as defined in the Uncertificated Securities
Regulations);

“CREST sponsored members” a CREST member admitted to CREST as a sponsored
member;

“CREST sponsors” a CREST participant admitted to CREST as a CREST sponsor;

“Daily Official List” the daily official list of the London Stock Exchange;

“Dealing Day” a day upon which dealings in domestic securities may take
place on the London Stock Exchange;

“Denmark” the Kingdom of Denmark;

“DfT” the UK Department for Transport;

“Director” a director of the Company;

“Disclosure and Transparency

Rules”

the disclosure rules and transparency rules made by the
UK Listing Authority acting under Part VI of FSMA (as set out in
the FCA Handbook), as amended from time to time;

“Due Underwriting Proportions” in the case of Goldman Sachs International, 35 per cent., in the
case of HSBC Bank plc, 10 per cent., in the case of Merrill
Lynch International, 20 per cent. and in the case of J.P. Morgan
Cazenove, 35 per cent.;

“EABP” the FirstGroup Executive Annual Bonus Plan;

“EBT” the FirstGroup employee benefit trust;

“EEA” European Economic Area, which includes the European Union,
Iceland, Norway and Liechtenstein;

“EEA State” or “Member State” a state which is a contracting party to the agreement on the
EEA signed at Oporto on 2 May 1992, as it has effect for the
time being;
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“Employee Share Schemes” the EABP, the ESOS, the LTIP, the RAP, the SAYE and the
SIP;

“Enlarged Share Capital” the issued ordinary share capital of the Company following the
issue of the New Ordinary Shares pursuant to the Rights Issue
(excluding, for the avoidance of doubt, the Ordinary Shares
held in treasury by FirstGroup);

“EPS” earnings per share;

“Equiniti” Equiniti Limited, or, in certain circumstances, Equiniti Financial
Services Limited, an affiliate of Equiniti Limited, both of Aspect
House, Spencer Road, Lancing, West Sussex, BN99 6DA;

“ESOS” the FirstGroup Executive Share Option Scheme;

“EU” the European Union, first established by the treaty made at
Maastricht on 7 February 1992;

“Euroclear” Euroclear UK & Ireland Limited, a company incorporated in
England and Wales with registered number 02878738 whose
registered office is at 33 Cannon Street, London EC4M 5SB,
UK;

“Excluded Shareholders” subject to certain exceptions, Shareholders who have
registered addresses in, who are incorporated in, registered in
or otherwise resident or located in, the United States or any
other Excluded Territory;

“Excluded Territories” United States and any other jurisdiction where the extension or
availability of the Rights Issue (and any other transaction
contemplated thereby) would breach any applicable law;

“Existing Ordinary Shares” the Ordinary Shares existing at the date of this document;

“Ex-Rights Date” the date on which the New Ordinary Shares are expected to
commence trading ex-rights, being 11 June 2013;

“FCA” the Financial Conduct Authority of the United Kingdom;

“First Vehicle Services” the Group’s vehicle maintenance and transport support service
business in North America;

“First Student” the operations of First Student, Inc. in the US and operations of
First Canada ULC in Canada (together operating FirstGroup’s
school bus business);

“First Transit” First Transit, Inc. (operating FirstGroup’s public transit
management and contracting business in North America) and
First Vehicle Services;

“Fitch” Fitch Ratings Limited;

“Fixed Rate Senior Loan Notes” US$150 million 4.26 per cent. Senior Unsecured Notes due
31 October 2017;

“FirstGroup” or the “Company” FirstGroup plc, a company incorporated in Scotland with
registered number SC157176, whose registered office is at 395
King Street, Aberdeen, AB24 5RP;
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“Floating Rate Loan Notes” £8.8 million Floating Rate Guaranteed Loan Notes 2000-20,
created on 12 April 1990 and £8 million Floating Rate
Guaranteed unsecured Loan Notes 2024, created on 10 March
1994;

“FSMA” the Financial Services and Markets Act 2000, as amended;

“Fully Paid Rights” rights to acquire New Ordinary Shares, fully paid;

“FY 2011” the financial year of the Company ended 31 March 2011;

“FY 2012” the financial year of the Company ended 31 March 2012;

“FY 2013” the financial year of the Company ended 31 March 2013;

“FY 2014” the financial year of the Company ending 31 March 2014;

“FY 2015” the financial year of the Company ending 31 March 2015;

“FY 2016” the financial year of the Company ending 31 March 2016;

“GB Railfreight” GB Railfreight Limited;

“General Meeting” the general meeting of the Company to be convened pursuant
to the notice set out at the end of this document (including any
adjournment thereof);

“GPS” global positioning system;

“Greyhound” Greyhound Lines, Inc. and Greyhound Canada Transportation
ULC (together operating FirstGroup’s intercity passenger coach
transport business);

“Greyhound Express” Greyhound’s non-stop, city-to-city service, launched in
December 2010;

“Group” the Company together with its subsidiaries and subsidiary
undertakings;

“Group SIPP” the FirstGroup Self Invested Pension Plan;

“HMRC” HM Revenue & Customs;

“IAS 17” International Accounting Standard 17;

“IAS 19” International Accounting Standard 19;

“IASB” the International Accounting Standards Board;

“IFRS” the International Financial Reporting Standards as adopted by
the EU;

“IR Code” the Internal Revenue Code of 1986, as amended;

“Ireland” the Republic of Ireland;

“IRS” the US Internal Revenue Service;

“Issue Price” 85 pence per New Ordinary Share;
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“Joint Bookrunners” J.P. Morgan Cazenove, Goldman Sachs International and
Merrill Lynch International;

“Joint Global Co-ordinators” J.P. Morgan Cazenove and Goldman Sachs International;

“Joint Sponsors” J.P. Morgan Cazenove and Goldman Sachs International;

“J.P. Morgan Cazenove” J.P. Morgan Securities plc, a company incorporated in England
and Wales with registered number 2711006, which operates its
investment banking activities in the UK as J.P. Morgan
Cazenove

“Laidlaw” Laidlaw International, Inc.;

“Listing Rules” the Listing Rules published by the UK Listing Authority acting
under Part VI of FSMA (as set out in the FCA Handbook), as
amended from time to time;

“Loan Notes” the Fixed Rate Senior Loan Notes and the Floating Rate Loan
Notes;

“London Stock Exchange” London Stock Exchange plc or its successor(s);

“London Time” Greenwich Mean Time (GMT time) or when applicable British
Summer Time (BST time);

“LTIP” the FirstGroup Long Term Incentive Plan;

“Memorandum” the memorandum of association of FirstGroup;

“Money Laundering Regulations” the Money Laundering Regulations (2007) S.I. 2012/2157, as
amended;

“MTM Instruction” Many-to-Many instruction;

“Network Rail” Network Rail Limited;

“Newco” Crimson Funding Limited, a company incorporated in Jersey
with registered office at 22 Grenville Street, St Helier, Jersey
JE4 4PX;

“New Ordinary Shares” the Ordinary Shares to be issued by the Company pursuant to
the Rights Issue;

“Nil Paid Rights” New Ordinary Shares in nil paid form provisionally allotted to
Qualifying Shareholders pursuant to the Rights Issue;

“Nomination Committee” the nomination committee of FirstGroup;

“North America” the US and Canada;

“Official List” the list maintained by the UK Listing Authority in accordance
with section 74(1) of FSMA for the purposes of Part VI of
FSMA;

“Ordinary Shares” the ordinary shares of 5 pence each in the capital of the
Company;

“ORR” the Office of Rail Regulation;

“Overseas Shareholders” means Shareholders who are resident in, ordinarily resident in,
or citizens of, jurisdictions outside the United Kingdom;

“PD Regulation” Regulation number 809/2004 of the European Commission;

220



“pence”, “Pounds”, “£”, “Pounds

Sterling”, “Sterling” or “UK

pence”

the lawful currency of the United Kingdom;

“Pensions Regulator” the regulator established under Part 1 of the Pensions Act 2004
(as amended) in the United Kingdom;

“PFIC” a passive foreign investment company;

“PRA” the Prudential Regulation Authority of the United Kingdom;

“Prospectus” or “this document” this document, comprising a circular and a prospectus relating
to the Company for the purpose of the Rights Issue and
Admission;

“Prospectus Directive” the EU directive 2003/71/EC and any implementing measure in
each member state of the European Economic Area that has
implemented directive 2003/71/EC;

“Prospectus Rules” the Prospectus Rules published by the UK Listing Authority
acting under Part VI of FSMA (as set out in the FCA
Handbook), as amended from time to time;

“Provisional Allotment Letter” the provisional allotment letter to be issued to Qualifying Non-
CREST Shareholders;

“Qualifying CREST Shareholders” Qualifying Shareholders holding Ordinary Shares in
uncertificated form;

“Qualified Institutional Buyer” or

“QIB”

a Qualified Institutional Buyer, as defined in Rule 144A under
the Securities Act;

“Qualifying Non-CREST

Shareholders”

Qualifying Shareholders holding Ordinary Shares in certificated
form;

“Qualifying Shareholders” holders of Ordinary Shares on the register of members of the
Company on the Record Date;

“RAP” the FirstGroup Retention Award Plan;

“Railways Act” the UK Railways Act 1993, as amended and supplemented;

“Receiving Agent” Equiniti;

“Record Date” close of business on 7 June 2013;

“Registrar” Equiniti;

“Regulation S” Regulation S under the Securities Act;

“Regulatory Information Service” one of the regulatory information services authorised by the
UK Listing Authority to receive, process and disseminate
regulatory information from listed companies;

“Remuneration Committee” the remuneration committee of FirstGroup;

“Resolution” the resolution to be proposed at the General Meeting as set out
in the notice of general meeting and as detailed in Section 9 of
Part III (Letter from the Chairman) of this document;

221



“Restricted Shareholders” Shareholders with registered addresses in, or who are citizens,
residents or nationals of, jurisdictions outside the United
Kingdom;

“Rights Issue” the offer by way of rights to Qualifying Shareholders to acquire
New Ordinary Shares, on the terms and conditions set out in
this document and, in the case of Qualifying Non-CREST
Shareholders only, the Provisional Allotment Letter;

“ROCE” return on capital employed;

“RPI” the retail prices index, as published by the UK Office for
National Statistics;

“RPS” the Railways Pension Scheme;

“RTGS” real time gross settlement;

“SAYE” the FirstGroup Save As you Earn Scheme;

“SDRT” stamp duty reserve tax;

“SEC” the United States Securities and Exchange Commission;

“Securities Act” the US Securities Act of 1933, as amended;

“Shareholders” holders of Ordinary Shares registered on the register of
members of the Company (other than the Company, to the
extent it is such a holder in respect of Ordinary Shares held in
treasury);

“SIP” the FirstGroup Share Incentive Plan;

“Standard & Poor’s” Standard & Poor’s Credit Market Services Europe Limited;

“stock account” an account within a member account in CREST to which a
holding of a particular share or other security in CREST is
credited;

“subsidiary” has the meaning given in section 1159 of the Companies Act
2006, unless otherwise provided in this document;

“subsidiary undertaking” has the meaning given in section 1162 of the Companies Act
2006;

“TA 2000” the UK Transport Act 2000, as amended;

“TfL” Transport for London;

“TOCs” train operating companies;

“TSGN” the Thameslink, Southern and Great Northern rail franchise;

“UK Bus” the Group’s UK bus division;

“UK Corporate Governance Code” means the UK Corporate Governance Code of the Financial
Reporting Council;

“UK Listing Authority” the FCA acting in its capacity as the competent authority for the
purposes of FSMA;

“UK Rail” the Group’s UK rail division;
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“uncertificated” or “in

uncertificated form”

a share or other security recorded on the relevant register of
the share or security concerned as being held in uncertificated
form in CREST and title to which by virtue of the Uncertificated
Securities Regulations, may be transferred by means of
CREST;

“Uncertificated Securities

Regulations”

the Uncertificated Securities Regulations (2001) S.I. 2001/3755;

“Underwriters” Goldman Sachs International, J.P. Morgan Cazenove, Merrill
Lynch International and HSBC Bank plc;

“Underwriting Agreement” the underwriting agreement dated 20 May 2013 among the
Company, Goldman Sachs International, J.P. Morgan
Cazenove, Merrill Lynch International and HSBC Bank plc
described in sub-section (a) of Section 10 of Part XI (Additional
information) of this document;

“United Kingdom” or “UK” the United Kingdom of Great Britain and Northern Ireland;

“United States” or “US” the United States of America, its territories and possessions,
any state of the United States and the District of Columbia;

“US Holder” a beneficial owner of Nil Paid Rights, Fully Paid Rights or New
Ordinary Shares that is (i) an individual citizen or resident of the
United States for US federal income tax purposes, (ii) a
corporation (or other entity treated as a corporation for
US federal income tax purposes) created or organised under
the laws of the United States or any State or political
subdivision thereof, (iii) an estate the income of which is subject
to US federal income tax without regard to its source, or (iv) a
trust if a court within the United States is able to exercise
primary supervision over the administration of the trust and one
or more US persons have the authority to control all substantial
decisions of the trust, or the trust has elected to be treated as a
domestic trust for US federal income tax purposes;

“US$” or “US dollar” the lawful currency of the United States; and

“VAT” value added tax.
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NOTICE OF GENERAL MEETING

FIRSTGROUP PLC
(Incorporated in and registered in Scotland with registered number SC157176)

NOTICE IS HEREBY GIVEN that a general meeting of FirstGroup plc (the “Company”) will be held at
Holborn Bars 138-142 Holborn, London, EC1N 2NQ on 10 June 2013 at 11 a.m (the “Meeting”) for the
purpose of considering and, if thought fit, passing the following resolution:

ORDINARY RESOLUTION

THAT:

Subject to and conditional upon admission to listing on the premium listing segment of the Official List
by the UK Listing Authority and to trading on the London Stock Exchange plc’s market for listed
securities of the new ordinary shares of 5 pence each to be issued by the Company in connection with
the issue by way of rights of up to 725,000,000 such new ordinary shares at a price of 85 pence per
new ordinary share to those holders of ordinary shares in the capital of the Company who are on the
register of members of the Company at close of business on 7 June 2013 (the “Rights Issue”), and in
addition, to the extent unutilised, to the like authority conferred on them at the last annual general
meeting of the Company on 25 July 2012, the directors of the Company be and are hereby generally
and unconditionally authorised, pursuant to and in accordance with section 551 of the Companies Act
2006, to exercise all the powers of the Company to allot shares in the Company and grant rights to
subscribe for or to convert any security into shares in the Company, credited as fully paid, up to an
aggregate nominal amount of £36,250,000 in connection with the Rights Issue, which authority shall
expire at the conclusion of the next annual general meeting of the Company, save that the Company
may allot shares in the Company in connection with the Rights Issue pursuant to any agreement
entered into at any time prior to such expiry (whether before or after the passing of this resolution)
which would or might require shares in the Company to be allotted after such expiry and the Directors
may allot shares in the Company in pursuance of such agreement as if the authority conferred hereby
had not expired.
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NOTES TO THE NOTICE OF GENERAL MEETING

1. Shareholders are entitled to appoint a proxy to exercise all or any of their rights to attend and to
speak and vote on their behalf at the Meeting. A shareholder may appoint more than one proxy in
relation to the Meeting provided that each proxy is appointed to exercise the rights attached to a
different share or shares held by that shareholder. A proxy need not be a shareholder of the
Company. A proxy form which may be used to make such appointment and give proxy instructions
accompanies this notice. If you do not have a proxy form and believe that you should have one, or
if you require additional forms, please contact the Company’s registrars, Equiniti, on
0871 384 2121 (overseas callers should use +44 121 415 0299). Calls to this number cost 8
pence per minute plus network extras. Lines open 8.30am to 5.30pm, Monday to Friday. You can
only appoint a proxy using the procedures set out in these notes and the notes to the proxy form.

2. To be valid any proxy form or other instrument appointing a proxy must be received by post or
(during normal business hours only) by hand at Equiniti Limited, Aspect House, Spencer Road,
Lancing, West Sussex BN99 6DA by no later than 11.00 a.m. on 8 June 2013. Alternatively you
may, if you wish, appoint your proxy electronically at www.sharevote.co.uk. You will need the
Voting I.D., Task I.D. and Shareholder Reference Number, which together make up the series of
reference numbers, printed on the Form of Proxy.

3. The return of a completed proxy form, other such instrument or any CREST Proxy Instruction (as
described in paragraph 11 below) will not prevent a shareholder attending the Meeting and voting
in person if he wishes to do so.

4. In the case of a shareholder which is a company, the proxy form must be executed under its
common seal or signed on its behalf by an officer of the company or an attorney for the company.

5. Any power of attorney or any other authority under which the proxy form is signed (or a duly
certified copy of such power or authority) must be included with the proxy form.

6. A vote withheld is not a vote in law, which means that the vote will not be counted in the
calculation of votes for or against the resolution. If no voting indication is given, your proxy will vote
or abstain from voting at his or her discretion.

7. Any person to whom this notice is sent who is a person nominated under section 146 of the
Companies Act 2006 to enjoy information rights (a ‘Nominated Person’) may, under an agreement
between him/her and the shareholder by whom he was nominated, have a right to be appointed
(or to have someone else appointed) as a proxy for the Meeting. If a Nominated Person has no
such proxy appointment right or does not wish to exercise it, he may, under any such agreement,
have a right to give instructions to the shareholder as to the exercise of voting rights.

8. The statement of the rights of shareholders in relation to the appointment of proxies in
paragraphs 1 and 2 above does not apply to Nominated Persons. The rights described in these
paragraphs can only be exercised by shareholders of the Company. Nominated persons are
reminded that they should contact the registered holder of their shares (and not the Company) on
matters relating to their investment in the Company.

9. To be entitled to attend and vote at the Meeting (and for the purpose of the determination by the
Company of the votes they may cast), shareholders must be registered in the Register of
Members of the Company at 6.00 p.m. on 8 June 2013 (or, in the event of any adjournment, by
6.00 p.m. on the day which is two days before the time of the adjourned Meeting). Changes to the
Register of Members after the relevant deadline shall be disregarded in determining the rights of
any person to attend and vote at the Meeting.

10. As at 20 May 2013 (being the latest practicable date prior to the publication of this Notice) the
Company’s issued share capital consists of 482,067,170 ordinary shares, of which the Company
holds 160,779 ordinary shares in treasury. Each ordinary share not held in treasury carries one
vote each. Therefore, the total voting rights in the Company as at 20 May 2013 are 481,906,391.

11. CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy
appointment service may do so by using the procedures described in the CREST Manual. CREST
Personal Members or other CREST sponsored members, and those CREST members who have
appointed a service provider(s), should refer to their CREST sponsor or voting service provider(s),
who will be able to take the appropriate action on their behalf.

12. In order for a proxy appointment or instruction made using the CREST service to be valid, the
appropriate CREST message (a ‘CREST Proxy Instruction’) must be properly authenticated in
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accordance with Euroclear UK & Ireland Limited’s specifications, and must contain the information
required for such instruction, as described in the CREST Manual (available via
www.euroclear.com/CREST). The message, regardless of whether it constitutes the appointment
of a proxy or is an amendment to the instruction given to a previously appointed proxy must, in
order to be valid, be transmitted so as to be received by the issuer’s agent (ID RA19) by
11.00 a.m. on 8 June 2013. For this purpose, the time of receipt will be taken to be the time (as
determined by the time stamp applied to the message by the CREST Application Host) from which
the issuer’s agent is able to retrieve the message by enquiry to CREST in the manner prescribed
by CREST. After this time any change of instructions to proxies appointed through CREST should
be communicated to the appointee through other means.

13. CREST members and, where applicable, their CREST sponsors, or voting service providers
should note that Euroclear UK & Ireland Limited does not make available special procedures in
CREST for any particular message. Normal system timings and limitations will, therefore, apply in
relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member
concerned to take (or, if the CREST member is a CREST personal member, or sponsored
member, or has appointed a voting service provider, to procure that his CREST sponsor or voting
service provider(s) take(s)) such action as shall be necessary to ensure that a message is
transmitted by means of the CREST system by any particular time. In this connection, CREST
members and, where applicable, their CREST sponsors or voting system providers are referred, in
particular, to those sections of the CREST Manual concerning practical limitations of the CREST
system and timings.

14. The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in
Regulation 35(5)(a) of the Uncertificated Securities Regulations 2001.

15. In each case the proxy appointments must be received by the Company not less than 48 hours
before the time appointed for holding the Meeting or any adjournment thereof.

16. In the case of joint shareholders, where more than one of the joint shareholders purports to
appoint a proxy, only the appointment submitted by the most senior shareholder will be accepted.
Seniority is determined by the order in which the names of the joint shareholders appear in the
Company’s Register of Members in respect of the joint shareholding (the first-named being the
most senior).

17. Any corporation which is a shareholder can appoint one or more corporate representatives who
may exercise on its behalf all of its powers as a shareholder provided that they do not do so in
relation to the same shares.

18. Any shareholder attending the Meeting has the right to ask questions. The company must cause to
be answered any such question relating to the business being dealt with at the Meeting but no
such answer need be given if:

(i) to do so would interfere unduly with the preparation for the Meeting or involve the disclosure
of confidential information,

(ii) the answer has already been given on a website in the form of an answer to a question; or

(iii) it is undesirable in the interests of the company or the good order of the Meeting that the
question be answered.

19. A copy of this notice, and other information required by s.311A of the Companies Act 2006, can be
found at www.firstgroup.com.

20. Except as provided above, shareholders who have general queries about the Meeting should use
the following means of communication (no other methods of communication will be accepted):

(i) By contacting the Company’s registrars, Equiniti Limited, in writing at Aspect House, Spencer
Road, Lancing, West Sussex, BN99 6DA or by telephoning their shareholder helpline on
0871 384 2121 (overseas callers should use +44 121 415 0299). Calls to this number cost
8 pence per minute plus network extras. Lines open 8.30am to 5.30pm, Monday to Friday.

(ii) By contacting the Company Secretary in writing at 395 King Street, Aberdeen, AB24 5RP or
by e-mail at paul.lewis@firstgroup.com.

Please note that shareholders may not use any electronic address provided in either this
document or any related documents (including the proxy form) to communicate with the Company
for any purposes other than those expressly stated.
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APPENDIX 1

FY 2013 FINANCIAL STATEMENTS

Consolidated income statement
For the year ended 31 March

20131 2012

Notes

Underlying
results2

£m
Adjustments3

£m
Total
£m

Underlying
results2

£m
Adjustments3

£m
Total
£m

Continuing operations

Revenue 3,4 6,900.9 — 6,900.9 6,678.7 — 6,678.7
Operating costs before (loss)/

profit on disposal of properties (6,565.5) (127.0) (6,692.5) (6,250.2) 18.5 (6,231.7)

Operating profit before (loss)/

profit on disposal of

properties 335.4 (127.0) 208.4 428.5 18.5 447.0

Amortisation charges — (52.0) (52.0) — (30.9) (30.9)
Exceptional items — (75.0) (75.0) — 49.4 49.4

— (127.0) (127.0) — 18.5 18.5

(Loss)/profit on disposal of
properties — (2.7) (2.7) — 1.0 1.0

Operating profit 4,6 335.4 (129.7) 205.7 428.5 19.5 448.0
Investment income 8 1.8 — 1.8 2.0 — 2.0
Finance costs 8 (164.8) (5.5) (170.3) (159.1) (11.0) (170.1)

Profit before tax 172.4 (135.2) 37.2 271.4 8.5 279.9
Tax 9 (34.7) 45.3 10.6 (54.5) 4.4 (50.1)

Profit for the year from

continuing operations 137.7 (89.9) 47.8 216.9 12.9 229.8
Discontinued operations

Loss for the year from
discontinued operations 10 — — — (0.3) (9.2) (9.5)

Profit for the year 137.7 (89.9) 47.8 216.6 3.7 220.3

Attributable to:
Equity holders of the parent 129.4 (94.4) 35.0 192.3 3.9 196.2
Non-controlling interests 8.3 4.5 12.8 24.3 (0.2) 24.1

137.7 (89.9) 47.8 216.6 3.7 220.3

Earnings per share
Continuing operations
Basic 11 26.9p (19.6)p 7.3p 40.0p 2.7p 42.7p
Diluted 11 26.7p (19.5)p 7.2p 39.8p 2.7p 42.5p
Continuing and discontinued

operations

Basic 11 26.9p (19.6)p 7.3p 39.9p 0.9p 40.8p
Diluted 11 26.7p (19.5)p 7.2p 39.7p 0.8p 40.5p

Dividends of £114.0m (2012: £108.8m) were paid during the year. Dividends of £nil (2012: £77.3m) are
proposed for approval in respect of the year.

1 For all businesses excluding UK Rail this year includes 52 weeks compared to 53 weeks last year.
2 Underlying trading results before items noted in 3 below.
3 Amortisation charges, ineffectiveness on financial derivatives, exceptional items, (loss)/profit on

disposal of properties and discontinued operations and tax thereon.
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Consolidated statement of comprehensive income

Year ended 31 March

2013
£m

2012
£m

Profit for the year 47.8 220.3
Other comprehensive income/(expense)

Derivative hedging instrument movements (52.7) (36.1)
Deferred tax on derivative hedging instrument movements 7.6 13.2
Exchange differences on translation of foreign operations 103.2 (10.9)
Actuarial losses on defined benefit pension schemes (63.1) (185.8)
Deferred tax on actuarial losses on defined benefit pension schemes 14.4 51.8

Other comprehensive income/(expense) for the year 9.4 (167.8)

Total comprehensive income for the year 57.2 52.5

Attributable to:

Equity holders of the parent 44.4 28.4
Non-controlling interests 12.8 24.1

57.2 52.5
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Consolidated balance sheet

Year ended 31 March

Notes
2013
£m

2012
£m

2011
£m

Non-current assets

Goodwill 13 1,665.8 1,599.3 1,608.0
Other intangible assets 14 281.8 318.8 348.6
Property, plant and equipment 15 1,977.6 2,006.3 2,082.9
Deferred tax assets 26 53.2 43.3 30.0
Retirement benefit assets 36 15.4 25.2 30.7
Derivative financial instruments 25 63.3 72.6 58.1
Investments 3.2 7.2 3.2

4,060.3 4,072.7 4,161.5

Current assets

Inventories 17 79.9 91.0 91.4
Trade and other receivables 18 641.0 601.9 555.5
Cash and cash equivalents 21 682.1 499.7 388.0
Assets held for sale 19 44.7 3.7 4.6
Derivative financial instruments 25 23.3 43.5 65.1

1,471.0 1,239.8 1,104.6

Total assets 5,531.3 5,312.5 5,266.1

Current liabilities

Trade and other payables 20 1,250.7 1,261.0 1,129.9
Tax liabilities 28.7 21.8 49.0
Financial liabilities – bank loans 22 — 69.3 93.5

– bonds 22 378.6 73.6 73.3
– obligations under HP contracts

and finance leases 23 62.7 52.4 42.8
Derivative financial instruments 25 64.7 17.1 38.5

1,785.4 1,495.2 1,427.0

Net current liabilities 314.4 255.4 322.4

Non-current liabilities

Financial liabilities – bank loans 22 385.4 426.0 554.9
– bonds 22 1,468.5 1,441.0 1,417.1
– obligations under HP contracts

and finance leases 23 355.5 282.9 209.1
– loan notes 24 9.7 9.7 9.7
– senior unsecured loan notes 22 98.3 93.3 —

Derivative financial instruments 25 21.7 50.1 29.7
Retirement benefit liabilities 36 263.2 293.1 273.9
Deferred tax liabilities 26 63.4 97.7 93.0
Provisions 27 260.9 242.5 300.8

2,926.6 2,936.3 2,888.2

Total liabilities 4,712.0 4,431.5 4,315.2

Net assets 819.3 881.0 950.9

Equity

Share capital 28 24.1 24.1 24.1
Share premium 29 676.4 676.4 676.4
Hedging reserve 29 (32.6) 12.5 35.4
Other reserves 29 4.6 4.6 4.6
Own shares (1.1) (1.1) (5.0)
Translation reserve 30 248.9 145.7 156.6
Retained earnings (125.7) (3.6) 41.5
Equity attributable to equity holders of the parent 794.6 858.6 933.6
Non-controlling interests 24.7 22.4 17.3

Total equity 819.3 881.0 950.9
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Consolidated statement of changes in equity

Share
capital

£m

Share
premium

£m

Hedging
reserve

£m

Other
reserves

£m

Own
shares

£m

Translation
reserve

£m

Retained
earnings

£m
Total
£m

Non-
controlling
interests

£m

Total
equity

£m

Balance at 1 April 2011 24.1 676.4 35.4 4.6 (5.0) 156.6 41.5 933.6 17.3 950.9
Total comprehensive income for

the year — — (22.9) — — (10.9) 62.2 28.4 24.1 52.5
Dividends paid — — — — — — (108.8) (108.8) (19.0) (127.8)
Movement in EBT and treasury

shares — — — — 3.9 — (3.9) — — —
Share-based payments — — — — — — 6.0 6.0 — 6.0
Deferred tax on share-based

payments — — — — — — (0.6) (0.6) — (0.6)

Balance at 31 March 2012 24.1 676.4 12.5 4.6 (1.1) 145.7 (3.6) 858.6 22.4 881.0
Total comprehensive income for

the year — — (45.1) — — 103.2 (13.7) 44.4 12.8 57.2
Dividends paid — — — — — — (114.0) (114.0) (10.5) (124.5)
Share-based payments — — — — — — 5.6 5.6 — 5.6

Balance at 31 March 2013 24.1 676.4 (32.6) 4.6 (1.1) 248.9 (125.7) 794.6 24.7 819.3
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Consolidated cash flow statement

Year ended 31 March

Note
2013
£m

2012
£m

Net cash from operating activities 32 332.7 475.4

Investing activities

Interest received 1.8 2.0
Proceeds from disposal of property, plant and equipment 14.7 57.7
Purchases of property, plant and equipment (213.1) (170.9)
Disposal of subsidiary/business 39.2 5.5
Acquisition of businesses — (3.4)

Net cash used in investing activities (157.4) (109.1)

Financing activities

Dividends paid (114.0) (108.8)
Dividends paid to non-controlling shareholders (10.7) (19.0)
Proceeds from bond issues 325.0 —
Proceeds from senior unsecured loan notes — 90.2
Drawdowns from bank facilities 63.3 2.5
Repayment of bank debt (197.8) (179.8)
Repayments under HP contracts and finance leases (55.8) (35.2)
Fees for bank facility amendments and bond issues (6.2) (2.1)

Net cash flow from financing activities 3.8 (252.2)

Net increase in cash and cash equivalents before foreign exchange

movements 179.1 114.1
Cash and cash equivalents at beginning of year 499.7 388.0
Foreign exchange movements 3.3 (2.4)

Cash and cash equivalents at end of year per consolidated balance sheet 682.1 499.7

Cash and cash equivalents are included within current assets on the consolidated balance sheet.

Note to the consolidated cash flow statement –

reconciliation of net cash flow to movement in net debt

2013
£m

2012
£m

Net increase in cash and cash equivalents in year 179.1 114.1
(Increase)/decrease in debt and finance leases (134.7) 122.3
Inception of new HP contracts and finance leases (125.0) (119.3)
Fees capitalised against bank facilities and bond issues 6.2 2.1

Net cash flow (74.4) 119.2
Foreign exchange movements (63.1) (7.7)
Other non-cash movements in relation to financial instruments (4.1) 0.4

Movement in net debt in year (141.6) 111.9
Net debt at beginning of year (1,837.5) (1,949.4)

Net debt at end of year (1,979.1) (1,837.5)

Net debt includes the value of derivatives in connection with the bonds maturing in 2018, 2019 and
2021 and excludes all accrued interest. These bonds are included in non-current liabilities in the
consolidated balance sheet.
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Notes to the consolidated financial statements

1. GENERAL INFORMATION

FirstGroup plc is a company incorporated in the United Kingdom under the Companies Act 2006. The
address of the registered office is 395 King Street, Aberdeen AB24 5RP. The nature of the Group’s
operations and its principal activities are set out in the operating and financial review on pages x to x.

These financial statements are presented in pounds Sterling because that is the currency of the
primary economic environment in which the Group operates. Foreign operations are included in
accordance with the accounting policies set out in note 2.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The financial statements have been prepared in accordance with IFRSs adopted and endorsed for use
in the European Union and therefore comply with Article 4 of the EU IAS Regulation.

The financial statements have been prepared on the historical cost basis, except for the revaluation of
certain financial instruments, and on a going concern basis as described in the going concern
statement in the Directors’ Report contained in the Annual Report for the year ended 31 March 2013
and included in the announcement of FirstGroup’s preliminary results for FY 2013 released on 20 May
2013. The principal accounting policies adopted are set out below.

The figures for the year to 31 March 2013 include the results of the rail businesses for the year to
31 March 2013 and the results of all the other businesses for the 52 weeks ended 30 March 2013. The
figures for the year to 31 March 2012 include the results of the rail businesses for the year to 31 March
2012 and the results of all the other businesses for the 53 weeks ended 31 March 2012.

Total assets split by geographical area at 31 March 2012 have been restated to be consistent with the
basis of presentation at 30 September 2012.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is achieved where the Company has the power to
govern the financial and operating policies of an investee entity so as to obtain benefits from its
activities.

Non-controlling interests in subsidiaries are identified separately from the Group’s equity interest
therein. Those interests of non-controlling shareholders that are present ownership interests entitling
their holders to a proportionate share of net assets upon liquidation may initially be measured at fair
value or at the non-controlling interests’ proportionate share of their fair value of the acquiree’s
identifiable net assets. The choice of measurement is made on an acquisition by acquisition basis.
Other non-controlling interests are initially measured at fair value. Subsequent to acquisition, the
carrying amount of non-controlling interests is the amount of those interests at initial recognition plus
the non-controlling interests’ share of subsequent changes in equity. Total comprehensive income is
attributed to non-controlling interests even if this results in the non-controlling interests having a deficit
balance.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the
accounting policies used into line with those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Business combinations

The acquisition of subsidiaries is accounted for using the acquisitions method. The consideration for
each acquisition is measured at the aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange for
control of the acquiree. Acquisition-related costs are recognised in the income statement as incurred.
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The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for
recognition under IFRS 3 Business combinations are recognised at their fair value at the acquisition
date, with the exception of deferred tax assets or liabilities and liabilities or assets related to employee
benefit arrangements, liabilities or equity instruments related to the replacement by the Group of an
acquiree’s share based payment and non-current assets (or disposal groups) that are classified as
held for sale in accordance with IFRS 5 Non-Current Assets Held for Sale and Discontinued
Operations, which are recognised and measured at fair value less costs to sell.

The interest of non-controlling shareholders in the acquiree is initially measured at the non-controlling
shareholder’s proportion of the net fair value of the assets, liabilities and contingent liabilities
recognised.

Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint control over those policies. As a
general rule, significant influence will be presumed to exist when the Group holds, directly or indirectly
through subsidiaries, 20% or more of the voting power, of the investee. However, where it is clear that
the Group, although holding 20% or more of the voting power does not have significant influence, the
investment is not accounted for as an associate. The Group has a 30% holding in DSBFirst but does
not have significant influence and therefore the holding is treated as an investment.

The results and assets and liabilities of associates are incorporated in these financial statements using
the equity method of accounting, except when the investment is classified as held for sale, in which
case it is accounted for in accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued
Operations.

Under the equity method, investments in associates are carried in the consolidated balance sheet at
cost as adjusted for post-acquisition changes in the Group’s share of the net assets of the associate,
less any impairment in the value of individual investments. Losses of an associate in excess of the
Group’s interest in that associate (which includes any long-term interests that, in substance, form part
of the Group’s net investment in the associate) are recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments on behalf of the associate.

Assets held for sale

Assets held for sale are measured at the lower of carrying amount and fair value less costs to sell.

Assets are classified as held for sale if their carrying amount will be recovered through a sale
transaction rather than through continuing use. This condition is regarded as met only when the sale is
highly probable and the asset is available for immediate sale in its present condition. Management
must be committed to the sale which should be expected to qualify for recognition as a completed sale
within one year of the date of classification.

Goodwill and intangible assets

Goodwill arising on consolidation is recognised as an asset at the date that control is acquired.
Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the fair value of the acquirer’s previously held equity
interest (if any) in the entity over the net of the acquisition date amounts of the identifiable assets
acquired and liabilities assumed.

For the purpose of impairment testing, goodwill is allocated to each of the Group’s cash generating
units, (CGUs) to which goodwill has been allocated are tested for impairment annually, or more
frequently where there is an indication that the CGU may be impaired. If the recoverable amount of the
CGU is less than the carrying amount of the CGU, the impairment loss is allocated to the goodwill of
the CGU and then to the other assets of the CGU pro rata on the basis of the carrying amount of each
asset in the CGU. An impairment loss recognised for goodwill is not reversed in a subsequent period.
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On disposal of a subsidiary, associate or jointly controlled entity, the attributable amount of goodwill is
included in the determination of the profit or loss on disposal.

Goodwill arising on acquisitions before the date of transition to IFRS has been retained at the previous
UK GAAP amounts subject to being tested for impairment at that date. Goodwill written off to reserves
under UK GAAP prior to 1998 has not been reinstated and is not included in determining any
subsequent profit or loss on disposal.

The existing finite life intangible assets have a residual value of nil and are amortised over their useful
economic lives as follows:

Customer contracts – over the estimated life of the contract (9 to 10 years)

Greyhound brand and trade name – over the estimated life of the brand (20 years)

Franchise agreements – over the term of the franchise (6 to 10 years)

Revenue recognition

Revenue principally comprises revenue from train passenger services, road passenger transport, and
certain management and maintenance services in the UK and North America. Where appropriate,
amounts are shown net of rebates and sales taxes.

Revenue is recognised by reference to the stage of completion of the customers’ travel or services
provided under contractual arrangements as the proportion of total services to be provided. Receipts
for season tickets and travel cards are deferred within “Season ticket deferred income” and recognised
in the income statement over the period covered by the relevant ticket.

Revenue in UK Rail includes franchise subsidy receipts from the Department for Transport (DfT) and
Transport Scotland and amounts receivable under franchise revenue support arrangements. Franchise
premium payments to the DfT for amounts due under the terms of a franchise are included in operating
costs. Revenue also includes amounts attributable to the Train Operating Companies (TOCs),
predominantly based on models of route usage, by the Railway Settlement Plan in respect of
passenger receipts.

UK Bus revenue principally comprises amounts receivable from ticket sales and concessionary fare
schemes. Concessionary amounts are recognised in the period in which the service is provided based
on a predetermined formula as agreed with the relevant local authority. Greyhound coach revenue
mainly comprises of amounts receivable from ticket sales. Other Bus, including First Student and First
Transit, and services revenue from contracts with government bodies and similar organisations is
recognised as the services are provided.

Interest income is recognised on an accruals basis.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases and
the rental charges are charged against income on a straight-line basis over the life of the lease.

Assets held under hire purchase contracts and finance leases are recognised as assets of the Group
at their fair value or, if lower, at the present value of the minimum lease payments, each determined at
the inception of the lease. The corresponding liability is included in the balance sheet as a finance
lease obligation. Lease payments are apportioned between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are charged directly against income, unless they are directly attributable to qualifying assets,
in which case they are capitalised in accordance with the Group’s general policy on borrowing costs
(see below).

Benefits received and receivable as an incentive to enter into an operating lease are spread on a
straight-line basis over the lease term.

234



Foreign currencies

The individual financial statements of each Group company are presented in the currency of the
primary economic environment in which it operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financial position of each Group company are
expressed in pounds Sterling, which is the functional currency of the Company, and the presentation
currency for the consolidated financial statements.

In preparing the financial statements of the individual companies, transactions in currencies other than
the functional currency are recorded at the rates of exchange prevailing on the dates of the
transactions. At each balance sheet date, monetary assets and liabilities that are denominated in
foreign currencies are retranslated at the rates prevailing on the balance sheet date. Non-monetary
assets and liabilities carried at fair value that are denominated in foreign currencies are translated at
the rates prevailing at the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of
monetary items, are included in profit or loss for the period. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-monetary items in respect of which gains and
losses are recognised directly in equity. For such non-monetary items, any exchange component of
that gain or loss is also recognised directly in equity.

In order to hedge its exposure to certain foreign exchange risks, the Group holds currency swaps and
borrowings in foreign currencies (see note 25 for details of the Group’s policies in respect of foreign
exchange risks).

On consolidation, the assets and liabilities of the Group’s overseas operations are translated at the
closing exchange rates on the balance sheet date. Income and expense items are translated at the
average exchange rates for the period unless exchange rates fluctuate significantly during that period,
in which case the exchange rates at the date of transactions are used. Exchange differences arising
from the average or actual exchange rates used and the period end rate, if any, are classified as equity
and transferred to the Group’s translation reserve. Such translation differences are recognised as
income or as expenses in the period in which the operation is disposed of.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the closing rate.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for
their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Operating profit

Operating profit is stated after amortisation charges and exceptional items but before investment
income and finance costs.

Exceptional items

Exceptional items are material items of income or expenditure which due to their size, nature and/or
infrequency, require separate identification on the face of the income statement to allow a better
understanding of the financial performance in the year, in comparison to prior years.

Retirement benefit costs

The Group operates or participates in a number of pension schemes, which include both defined
benefit schemes and defined contribution schemes.
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Payments to defined contribution retirement benefit schemes are charged as an expense as they fall
due. There is no legal or constructive obligation to pay additional contributions into a defined
contribution scheme if the fund has insufficient assets to pay all employees’ benefits relating to
employee service in the current and prior periods.

For defined benefit schemes, the cost of providing benefits is determined using the Projected Unit
Credit Method, with actuarial updates being carried out at each balance sheet date. Actuarial gains and
losses are recognised in full in the period in which they occur. They are recognised outside the income
statement and presented in the consolidated statement of comprehensive income.

Past service cost is recognised immediately to the extent that the benefits are already vested, and
otherwise is amortised on a straight-line basis over the average period until the benefits become
vested.

The retirement benefit position recognised in the balance sheet represents the present value of the
defined benefit obligation as adjusted for unrecognised past service cost, and as reduced by the fair
value of scheme assets. Any asset resulting from this calculation is limited to past service cost, plus
the present value of available refunds and reductions in future contributions to the scheme.

Various TOCs in the UK Rail business participate in the Railways Pension Scheme, which is an
industry-wide defined benefit scheme. The Group is obligated to fund the relevant section of the
scheme over the period for which the franchise is held. The full liability is recognised on the balance
sheet, which is then reduced by a franchise adjustment so that the net liability reflects the Group’s
obligations to fund the scheme over the franchise term.

Tax

The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets are recognised to the extent that it is probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the
temporary difference arises from the initial recognition of goodwill, or from the initial recognition (other
than in a business combination) of other assets and liabilities in a transaction that affects neither the
tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries and associates, and interests in joint ventures, except where the Group is able to control
the reversal of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged or credited in the income statement, except
when it relates to items charged or credited directly to equity, in which case the deferred tax is also
dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same tax
authority and the Group intends to settle its current tax assets and liabilities on a net basis.

236



Property, plant and equipment

Properties for provision of services or administrative purposes are carried at cost, less any recognised
impairment loss. Cost includes professional fees and, for qualifying assets, borrowing costs capitalised
in accordance with the Group’s accounting policy. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are ready for their intended use.

Passenger carrying vehicles and other plant and equipment are stated at cost less accumulated
depreciation and any recognised impairment loss.

Depreciation is charged so as to write off the cost of assets, other than freehold land, the land element
of long leasehold properties or on assets in the course of construction, over their estimated useful
lives, using the straight-line method, on the following bases:

Freehold buildings 50 years straight line
Long leasehold buildings 50 years straight line
Short leasehold properties period of lease
Passenger carrying vehicles 7 to 15 years straight line
Other plant and equipment 3 to 25 years straight line

Assets held under finance leases are depreciated over their expected useful lives on the same basis
as owned assets or, where shorter, over the term of the relevant lease.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference
between the sales proceeds and the carrying amount of the asset and is recognised in income.

Capital grants

Capital grants relating to property, plant and equipment are treated as deferred income and released to
the income statement over the expected useful lives of the assets concerned. Capital grants are not
recognised until there is a reasonable assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where the asset does not generate cash flows
that are independent from other assets, the Group estimates the recoverable amount of the CGU to
which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset
for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the
carrying amount of the asset or CGU is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset or CGU in prior years. A reversal of an impairment loss is recognised as
income immediately.

Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value represents the
estimated selling price less all estimated costs of completion and costs to be incurred in marketing,
selling and distribution.
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Financial instruments

Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group
becomes a party to the contractual provisions of the instrument.

Financial assets

The Group measures financial assets on initial recognition at fair value, and determines the
classification of such assets at initial recognition and on any subsequent reclassification event.

Where there is no active market for a financial asset, fair value is determined using valuation
techniques including recent commercial transactions and discounted cash flows. Otherwise financial
assets are carried at amortised cost.

Financial assets are classified into one of four primary categories:

Fair value through profit and loss

This covers any financial asset designated on initial recognition to be measured at fair value with fair
value changes to go through the profit and loss, and financial assets acquired principally for the
purpose of trading in the short term.

Held to maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified
here when the Group has the intention and ability to hold to maturity. These financial assets are held at
amortised cost using the effective interest method. Gains and losses are recognised in the income
statement when the investments are derecognised or impaired as well as through amortisation.

Loans and receivables

Non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market have not been designated as either fair value through profit or loss or available for sale. Such
assets are carried at amortised cost. Gains and losses are recognised in the income statement when
the loans and receivables are derecognised or impaired as well as through amortisation.

The most significant financial assets under this category are trade receivables and bank deposits.

Trade receivables are measured at fair value, i.e. original invoice amount, less an allowance for
uncollectable amounts. Appropriate allowances for estimated irrecoverable amounts are recognised in
profit or loss when there is objective evidence that the asset is impaired.

Bank deposits are included within cash and cash equivalents. Cash and cash equivalents as defined
for the cash flow statement comprise cash in hand, cash held at bank with immediate access, other
short-term investments and bank deposits with maturities of three months or less from the date of
inception and bank overdrafts. In the consolidated balance sheet cash and cash equivalents exclude
bank overdrafts. Bank overdrafts that have no legal right of set-off against cash and cash equivalents
are included within borrowings in current liabilities. All are carried on the balance sheet at cost. Cash
and cash equivalents includes ring-fenced cash. The most significant ring-fenced cash balances are
held by the Group’s UK Rail subsidiaries. Under the terms of the Rail franchise agreements, cash can
only be distributed by the train operating companies up to the lower of the amount of retained profits or
the amount determined by prescribed liquidity ratios. The ring-fenced cash represents that which is not
available for distribution or the amount required to satisfy the contractual liquidity ratio at the balance
sheet date.

Available for sale financial assets

Available for sale financial assets are non-derivative financial assets that are designated as such, or
that are not classified in any of the other categories. 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.
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Financial liabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in
the assets of the Group after deducting all of its liabilities. Equity instruments issued by the Company
are recorded at the proceeds received net of direct issue costs.

Financial liabilities

Bank borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct issue
costs.

Sterling bonds and loan notes

These are measured either on an amortised cost basis or at fair value, if adopted.

Trade payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method.

Derivative financial instruments and hedge accounting

The Group uses derivative financial instruments to hedge interest rate risks, foreign currency risks and
fuel price risks. Use of such financial instruments is governed by policies and delegated authorities
approved by the Board. The Group does not use derivative financial instruments for speculative
purposes.

The main derivative financial instruments used by the Group are interest rate swaps, fuel swaps, and
cross currency interest rate swaps. Such instruments are initially recognised at fair value and
subsequently remeasured to fair value at the reported balance sheet date. The fair values are
calculated by reference to market exchange rates, interest rates and fuel prices at the period end, and
supported by counter-party confirmations. The interest rate swaps are designated as cash flow hedges
for interest rate risk on certain floating rate debt, and fair value hedges for fair value risk relating to the
LIBOR element of a fixed rate financial liability. The fuel swaps are designated as cash flow hedges of
fuel price risks or otherwise used as economic hedges of such risks. The cross currency swaps are
designated as hedges of the foreign exchange risk relating to part of the Group’s net investment in
US Dollar assets.

Changes in the fair value of derivative financial instruments that do not qualify for hedge accounting as
cash flow hedges or foreign currency hedges of a foreign net investment are recognised in the income
statement as they arise.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, or
exercised, or no longer qualifies for hedge accounting. At that time, any cumulative gain or loss on the
hedging instrument recognised in equity is retained in equity until the forecasted transaction occurs. If
a hedged transaction is no longer expected to occur, the net cumulative gain or loss recognised in
equity is transferred to the income statement for the period.

Derivatives embedded in other financial instruments or other host contracts are treated as separate
derivatives when their risks and characteristics are not closely related to those of host contracts and
the host contracts are not carried at fair value with unrealised gains or losses reported in the income
statement.

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event and it is
probable that the Group will be required to settle that obligation. 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 is material. Amounts due within twelve months of
the balance sheet date are considered to be reliably measured and are therefore included within
accruals and deferred income.
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Insurance

The Group’s policy is to self-insure high frequency, low value claims within the businesses. To provide
protection above these types of losses, cover is obtained through third-party insurance policies.
Provision is made under IAS 37 Provisions, Contingent Liabilities and Contingent Assets for the
estimated cost of settling uninsured claims for incidents occurring prior to the balance sheet date.

Share-based payments

The Group issues equity-settled share-based payments to certain employees. Equity-settled share-
based payments are measured at fair value at the date of grant. The fair value is expensed on a
straight-line basis over the vesting period, based on the Group’s estimate of shares that will eventually
vest and is adjusted for the effects of non-market-based vesting conditions.

Fair value is measured by use of a Black-Scholes model. The expected life used in the model has
been adjusted, based on management’s best estimate, for the effects of non-transferability, exercise
restrictions and behavioural considerations.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s financial
statements in the period in which the dividends are approved by the Company’s shareholders.

New standards and interpretations not applied

The International Accounting Standards Board and the International Financial Reporting Interpretations
Committee (IFRIC) have issued the following standards and interpretations for annual periods
beginning on or after the effective dates as noted below:

IAS/IFRS standards

Effective for accounting
periods starting on or

after

Amendments to IFRS 1 (March 2012) Government Loans 1 January 2013
Amendments to IFRS 7

(December 2011)
Disclosures – Offsetting Financial

Assets and Financial Liabilities
1 January 2013

IFRS 9 Financial Instruments 1 January 2015
IFRS 10 Consolidated Financial Statements 1 January 2013
IFRS 11 Joint Arrangements 1 January 2013
IFRS 12 Disclosure of Interests in Other Entities 1 January 2013
IFRS 13 Fair Value Measurement 1 January 2013
Amendments to IAS 1 (June 2011) Presentation of Items of Other

Comprehensive Income
1 July 2012

IAS 19 (revised June 2011) Employee Benefits 1 January 2013
IAS 27 (revised May 2011) Separate Financial Statements 1 January 2013
IAS 28 (revised May 2011) Investments in Associates and Joint

Ventures
1 January 2013

Amendments to IAS 32
(December 2011)

Offsetting Financial assets and
Financial Liabilities

1 January 2014

The key impact of IAS 19 (revised) ‘Employee Benefits’ will be to remove the separate assumptions for
expected return on plan assets and discounting of scheme liabilities and replace them with one single
discount rate for the net deficit.

With the exception of the revisions to IAS19 noted above, the Directors do not anticipate the adoption
of these other standards will have a material impact on the Group’s accounts in the period of initial
application.

Critical accounting judgements and key sources of estimation uncertainty

In the process of applying the Group’s accounting policies which are described above, management
has made the following judgements and estimates that have the most significant effect on the amounts
recognised in the financial statements.
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Impairment of intangible assets (including goodwill)

Determining whether goodwill is impaired requires an estimation of the value in use of the CGUs to
which the goodwill has been allocated. The value in use requires the entity to estimate the future cash
flows expected to arise from the CGU and a suitable discount rate in order to calculate present value.
The carrying amount of goodwill at the balance sheet date was £1,665.8m (2012: £1,599.3m; 2011:
£1,608.0m) as set out in note 13 and the carrying amount of other intangible assets at the balance
sheet date was £281.8m (2012: £318.8m; 2011: £348.6m) as set out in note 14. The remaining useful
economic lives of certain contracts were reassessed during the year as set out in note 5. The
sensitivities on the key assumptions used in the goodwill impairment testing are also set out in note 13.

Contract and franchise accounting

Judgements are made on an ongoing basis with regards to the recoverability of amounts due and the
carrying value of related assets and liabilities arising from long-term service contracts and franchises.
Regular forecasts are compiled on the outcome of these types of contracts and franchises, which
require assessments and judgements relating to the expected level of revenues and costs and, in
cases where options exist, the life of the contract or franchise.

Defined benefit pension arrangements

Measurement of defined benefit pension obligations requires estimation of a suitable discount rate, the
expected return on scheme assets, expected rate of inflation of future salary and pension costs along
with assumptions about mortality rates. The most significant of these are the discount rate and inflation
rate assumptions. A 0.1% movement in the discount rate would impact operating profit and the balance
sheet position by approximately £1m and £33m respectively. A 0.1% movement in the inflation rate
would impact operating profit and the balance sheet position by approximately £3m and £23m
respectively. The net pension deficit as at the balance sheet date was £247.8m (2012: £267.9m; 2011:
£243.2m) as set out in note 36.

Self-insurance

Provision is made for all known incidents for which there is self-insurance using management’s best
estimate of the likely settlement of these incidents. The estimated settlement is reviewed on a regular
basis with independent actuarial advice and the amount provided is adjusted as required. The Group’s
total self-insurance provisions, including those classified within accruals, as at the balance sheet date
were £332.6m (2012: £336.0m; 2011: £340.5m) as set out in note 27.

3. REVENUE

2013
£m

2012
£m

Continuing operations

Services rendered 6,080.8 6,028.9
UK Rail franchise subsidy receipts 504.2 411.1
UK Rail revenue support 315.9 238.7

6,900.9 6,678.7
Finance income 1.8 2.0

Total revenue from continuing operations as defined by IAS 18 6,902.7 6,680.7

Discontinued operations

Services rendered — 5.3
Total revenue from discontinued operations as defined by IAS 18 — 5.3

Total revenue as defined by IAS 18 6,902.7 6,686.0

4. BUSINESS SEGMENTS AND GEOGRAPHICAL INFORMATION

For management purposes, the Group is organised into five operating divisions – First Student, First
Transit, Greyhound, UK Bus and UK Rail. These divisions are managed separately in line with the
differing services that they provide and the geographical markets which they operate in. The principal
activities of these divisions are described in the operating and financial review.

241



The segment results for the year to 31 March 2013 are as follows:

First
Student

£m

First
Transit

£m
Greyhound

£m
UK Bus

£m
UK Rail

£m

Group
Items1

£m
Total2

£m

Revenue continuing operations 1,503.1 814.6 647.1 1,128.2 2,795.1 12.8 6,900.9

EBITDA3 258.8 60.0 80.9 160.3 135.6 (28.6) 667.0
Depreciation (148.9) (10.9) (28.9) (70.1) (105.0) (0.9) (364.7)
Capital grant amortisation — — — 0.5 32.6 — 33.1

Segment results3 109.9 49.1 52.0 90.7 63.2 (29.5) 335.4

Amortisation charges (43.1) (3.9) (3.1) — (1.9) — (52.0)
Exceptional items (22.5) (11.8) — (19.8) (20.9) — (75.0)
Loss/profit on disposal of properties 0.2 — (0.2) (2.7) — — (2.7)

Operating profit4 44.5 33.4 48.7 68.2 40.4 (29.5) 205.7

Investment income 1.8
Finance costs (164.8)
Ineffectiveness on financial derivatives (5.5)

Profit before tax 37.2
Tax 10.6

Profit after tax 47.8

Other information

First
Student

£m

First
Transit

£m
Greyhound

£m
UK Bus

£m
UK Rail

£m

Group
Items1

£m
Total
£m

Capital additions 150.8 18.0 51.3 81.4 63.9 4.7 370.1

Balance sheet

First
Student

£m

First
Transit

£m
Greyhound

£m
UK Bus

£m
UK Rail

£m

Group
Items1

£m
Eliminations6

£m
Total
£m

Total assets 3,551.6 612.9 804.1 641.2 695.7 2,695.2 (3,522.6) 5,478.1

Unallocated corporate items5 53.2

Total assets 5,531.3

Liabilities 4,302.8 222.6 502.6 498.0 597.0 2,048.2 (3,522.6) 4,648.6

Unallocated corporate items5 63.4

Total liabilities 4,712.0

1 Group items comprise Tram operations, central management and other items.
2 For all UK Business excluding UK Rail this year includes 52 weeks compared to 53 weeks last

year.
3 Underlying.
4 Although the Segmental results are used by the management to measure performance we have

also disclosed Statutory operating profit by operating division for completeness.
5 Deferred tax.
6 Eliminations represent intercompany balances including tax balances.
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The segment results for the year to 31 March 2012 are as follows:

First
Student

£m

First
Transit

£m
Greyhound

£m
UK Bus

£m
UK Rail

£m

Group
Items1

£m
Total2

£m

Revenue 1,567.2 778.6 657.2 1,157.2 2,506.1 17.7 6,684.0
Discontinued operations — — — — — (5.3) (5.3)

Revenue continuing operations 1,567.2 778.6 657.2 1,157.2 2,506.1 12.4 6,678.7

EBITDA3 255.8 65.3 80.1 207.1 163.5 (28.9) 742.9
Depreciation (148.7) (9.5) (29.5) (73.2) (66.2) (1.0) (328.1)
Capital grant amortisation — — — 0.5 13.2 — 13.7

Segment results3 107.1 55.8 50.6 134.4 110.5 (29.9) 428.5

Amortisation charges (20.1) (4.3) (3.1) — (3.4) — (30.9)
Exceptional items — — — 60.7 (10.2) (1.1) 49.4
Profit/(loss) on disposal of properties (0.3) — 5.0 (3.7) — — 1.0

Operating profit4 86.7 51.5 52.5 191.4 96.9 (31.0) 448.0

Investment income 2.0
Finance costs (159.1)
Ineffectiveness on financial derivatives (11.0)

Profit before tax 279.9
Tax (50.1)

Profit for the period from continuing
operations 229.8

Discontinued operations (9.5)

Profit after tax and discontinued
operations 220.3

Other information

First
Student

£m

First
Transit

£m
Greyhound

£m
UK Bus

£m
UK Rail

£m

Group
Items1

£m
Total2

£m

Capital additions 138.5 29.7 44.2 45.1 64.5 4.4 326.4

Balance sheet

First
Student

£m

First
Transit

£m
Greyhound

£m
UK Bus

£m
UK Rail

£m

Group
Items1

£m
Eliminations6

£m
Total
£m

Total assets 3,115.0 570.4 725.7 1,225.2 773.8 3,291.5 (4,432.4) 5,269.2

Unallocated corporate items5 43.3

Total assets 5,312.5

Liabilities 3,839.6 220.5 544.8 1,072.5 701.3 2,387.5 (4,432.4) 4,333.8

Unallocated corporate items5 97.7

Total liabilities 4,431.5

1 Group items comprise Tram operations, central management and other items.
2 For all businesses excluding UK Rail this year includes 53 weeks compared to 52 weeks last year.

3 Underlying.
4 Although the Segmental results are used by the management to measure performance we have

also disclosed Statutory operating profit by operating division for completeness.
5 Deferred tax.
6 Eliminations represent intercompany balances including tax balances.

Other non-cash items, included within Group items in segment results, include the following
charges:

2013
£m

2012
£m

Share-based payments 5.6 6.0
Loss on disposal of plant and equipment 4.0 3.8

9.6 9.8
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Geographical information

The Group’s operations are located predominantly in the United Kingdom, United States of America
and Canada. The following table provides an analysis of the Group’s revenue by geographical market:

2013
£m

2012
£m

Revenue – continuing operations

United Kingdom 3,936.1 3,675.9
United States of America 2,439.3 2,482.6
Canada 525.5 520.2

6,900.9 6,678.7

Revenue – discontinued operations

Germany — 5.3

Total revenue – continuing and discontinued operations 6,900.9 6,684.0

The following is an analysis of the carrying amount of non-current assets excluding financial
instruments, deferred tax and pension segment assets, and additions to property, plant and equipment
and intangible assets, analysed by the geographical area in which the assets are located:

Non-current assets
excluding financial

instruments, deferred
tax and pensions

Additions to property,
plant & equipment

and intangible
assets

Carrying amount of
segment total assets

2013
£m

2012
£m

2013
£m

2012
£m

2013
£m

2012
£m

United Kingdom 784.7 894.3 150.0 110.5 4,504.8 4,440.3
United States of America 2,677.7 2,585.3 180.9 177.0 3,134.6 2,933.2
Canada 466.0 452.0 39.2 38.9 543.3 526.1
Eliminations — — — — (2,704.6) (2,630.4)
Unallocated corporate items — — — — 53.2 43.3

3,928.4 3,931.6 370.1 326.4 5,531.3 5,312.5
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5. EXCEPTIONAL ITEMS AND AMORTISATION CHARGES

Exceptional items and amortisation charges

2013
£m

2012
£m

Disposals

UK Bus depot sales and closures (19.8) (10.7)
First Transit FSS disposal and exit of Diego Garcia operations (12.6) —

(32.4) (10.7)
Onerous Contracts / Impairments

UK Rail First Great Western contract provision (9.9) —
UK Rail joint venture provision (5.0) —
First Student onerous contract (2.7) —

(17.6) —
Legal claims

First Student legal claims (19.8) —
First Transit legal settlements (5.9) —
First Transit Diego Garcia insurance claim 6.7 —

(19.0) —
Other

UK Bus Pension Scheme changes — 73.3
UK Rail bid costs (6.0) (10.2)
Competition Commission costs — (1.9)

Other exceptional items — (1.1)

(6.0) 60.1

Total exceptional items (75.0) 49.4

Amortisation charges (52.0) (30.9)
(Loss)/profit on disposal of properties (2.7) 1.0

Operating profit (charge)/credit (129.7) 19.5
Ineffectiveness on financial derivatives (5.5) (11.0)

(Loss)/profit before tax (135.2) 8.5
Tax credit 45.3 4.4
Loss on disposal of discontinued operations — (9.2)

Net exceptional items for the year (89.9) 3.7

UK Bus depot sales and closures

UK Bus depot sales and closures relate to measures taken by the Group to rebalance its portfolio in
the UK Bus operations, which included selling or closing certain operations. Shortly after the end of the
year we announced the agreements to sell all of our London depots with the exception of Dagenham.
The principal charge in 2012/13 represents asset impairments and an onerous contract provision for
the remaining Dagenham depot.

First Transit FSS disposal and exit of Diego Garcia operations

During the year the Group disposed of the First Support Services Division realising a loss on disposal
of £7.7m. In addition operating profit to date of disposal of £1.0m has also been treated as part of the
overall exceptional charge. The Diego Garcia operations contract was exited at the end of the year
which resulted in a net exceptional charge of £5.9m.

First Great Western contract provision

The Group recorded a provision in 2010/11 in respect of the UK Rail First Great Western franchise
agreement. This provision reflected the Group’s best estimate of the likely losses on the franchise over
the two years to 31 March 2013, which would arise due to the accelerated write-off of assets dedicated
to the First Great Western franchise due to the Group’s decision not to exercise its option to extend the
franchise agreement for a further three years beyond the original franchise end date. The Group
recorded a further provision of £9.9m in 2012/13 due to incremental losses following the DfT exercising
the option to extend the franchise by a further seven rail periods to October 2013.
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UK Rail joint venture provision

The carrying value of £5.0m of the investment in DSB First, a joint venture with a Danish rail operator,
was fully written-off during the year as current and projected trading indicates that there will be no
recovery of this amount at the end of the franchise.

First Student onerous contract

During the year the Group provided a further £2.7m against a loss-making contract that was taken on
as part of the Laidlaw acquisition undertakings in 2007. This contract is due to expire early in the year
to 31 March 2014.

First Student legal claims

During the year, the Group incurred £2.6m of legal costs in defending old contractual claims and other
litigations. In addition, the Group provided £17.2m to cover the estimated potential settlement amounts
on certain of these historical claims.

First Transit legal settlements

The Group settled certain historical legal claims during the year, principally a contractual dispute from
2009. The Group treated this cost as exceptional due to the size and age of the claims. The Group
recognised an exceptional charge of £5.9m in respect of these settlements.

First Transit Diego Garcia insurance claim

The Group settled a historical insurance claim in relation to the DG21 contract in 2012/13 and
recognised exceptional income of £6.7m.

UK Bus Pension Scheme changes

UK Bus Pension Scheme changes relate to measures the Group took to mitigate the risk of the
pension schemes covering UK Bus employees. As a result of these changes, future pension liabilities
of the Group decreased. In 2011/12, the Group linked pension increases to consumer price inflation
(“CPI”) rather than retail price inflation (“RPI”), which usually shows a higher rate of inflation, and also
introduced a pensionable pay cap, along with lower pension accrual rates. As a result of these
changes, future pension liabilities of the Group decreased in 2011/12, and the Group realised a one-off
exceptional gain of £73.3m.

UK Rail bid costs

The Group’s net UK Rail bid costs in the year represented franchise bid costs for all bids less amounts
recovered or recoverable from the DfT in respect of the InterCity West Coast franchise bid. The Group
incurred UK Rail bid costs in both 2012/13 and 2011/12 in connection with the preparation of the
InterCity West Coast franchise bid and the cost of prequalification for Great Western, Thameslink and
Essex Thameside rail franchises.

Competition Commission costs

Competition Commission costs relate to costs incurred by the Group in 2011/12 in responding to an
investigation by the CC into the UK local bus market. The CC issued their final report in December
2011.

Other exceptional items

Other exceptional items include principally costs incurred in effecting the changes to the UK Bus
Pension Scheme in 2011/12 described above.

Amortisation charges

The charge for the year was £52.0m (2012: £30.9m) with the increase mainly due to a higher level of
contract amortisation at First Student as a result of a reassessment of the remaining useful economic
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lives of the contracts acquired with the Laidlaw acquisition. Previously these contracts were being
amortised over 20 years but are now being amortised over 10 years. As a result of this, the income
statement charge increased by £24.8m during the year.

(Loss)/profit on disposal of properties

During the year the Group realised £9.7m (2012: £40.3m) on the disposal of selected properties
predominantly in Greyhound and UK Bus operations. These resulted in a net loss on disposal of £2.7m
(2012: profit £1.0m).

Ineffectiveness on financial derivatives

Due to the ineffective element and undesignated fair value movements on financial derivatives there
was a £5.5m non-cash charge (2012: £11.0m) to the income statement during the year. The principal
component of this non-cash charge relates to fixed interest rate swaps which do not qualify for hedge
accounting but do provide a cash flow hedge against variable rate debt from 2013 to 2015.

Tax on exceptional items and amortisation charges

The tax credit as a result of these exceptional items was £43.3m (2012: £0.4m). In addition there was a
one-off deferred tax credit of £2.0m (2012: £4.0m) as a result of the reduction in the UK corporation tax
rate from 24% to 23% (2012: 26% to 24%).

6. OPERATING PROFIT

Operating profit has been arrived at after charging/(crediting):

2013
£m

2012
£m

Depreciation of property, plant and equipment (note 15) 364.7 328.1
Operating lease charges (note 34) 816.0 683.2
Amortisation charges (note 14) 52.0 30.9
Capital grant amortisation (33.1) (13.7)

Cost of inventories recognised as an expense 745.6 756.0
Staff costs (note 7) 2,870.1 2,872.2
Auditor’s remuneration for audit services (see below) 1.5 1.5

UK Rail franchise payments 663.5 520.5
Other operating costs1 1,212.2 1,053.0

6,692.5 6,231.7

1 Includes £82.6m (2012: £106.3m) received on receivable from government bodies in respect of bus service operator grants

and fuel duty rebates.

Amounts payable to Deloitte LLP and their associates by the Company and its subsidiary undertakings
in respect of audit and non-audit services are shown below:

2013
£m

2012
£m

Fees payable to the Company’s auditor for the audit of the Company’s
annual accounts 0.1 0.1

Fees payable to the Company’s auditor and their associates for the audit
of the Companies subsidiaries pursuant to legislation 1.4 1.4

Total audit fees 1.5 1.5

Audit-related assurance services 0.3 0.3
Other services 0.2 —
Other taxation advisory services 0.1 0.1

Total non-audit fees 0.6 0.4

Fees payable to Deloitte LLP and their associates for non-audit services to the company are not
required to be disclosed because the consolidated financial statements are required to disclose such
fees on a consolidated basis.
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Details of the Group’s policy on the use of auditors for non-audit services, the reasons why the auditor
was used rather than another supplier and how the auditor’s independence and objectivity was
safeguarded are set out in the corporate governance statement on page (x). No services were
provided pursuant to contingent fee arrangements.

7. STAFF COSTS

The average monthly number of employees (including Executive Directors) was:

2013
No.

2012
No.

Operational 113,916 118,072
Administration 6,559 6,633

120,475 124,705

The aggregate remuneration (including Executive Directors) comprised:

2013
£m

2012
£m

Wages and salaries 2,618.5 2,617.7
Social security costs 217.2 218.1
Other pension costs (note 36) 34.4 36.4

2,870.1 2,872.2

Wages and salaries include a charge in respect of share-based payments of £5.6m (2012: £6.0m).

Disclosures on Directors’ remuneration, share options, long-term incentive schemes and pension
entitlements required by the Companies Act 2006 and those specified for audit by the Financial
Services Authority are contained in the tables/notes within the Directors’ remuneration report on pages
x to x and form part of these audited financial statements.

8. INVESTMENT INCOME AND FINANCE COSTS

2013
£m

2012
£m

Investment income

Bank interest receivable (1.8) (2.0)

Finance costs

Bonds 97.7 92.6
Bank borrowings 31.8 34.3
Senior unsecured loan notes 4.1 3.9
Loan notes 1.0 1.0
Finance charges payable in respect of HP contracts and finance leases 10.7 8.4
Notional interest on long term provisions 19.5 18.9

Finance costs before exceptional items 164.8 159.1
Hedge ineffectiveness on financial derivatives 5.5 11.0

170.3 170.1

Net finance costs 168.5 168.1

Finance costs are stated after charging fee expenses of £3.3m (2012: £4.1 m). There was no interest
capitalised into qualifying assets in either the year ended 31 March 2012 or 31 March 2013.

9. TAX ON PROFIT ON ORDINARY ACTIVITIES

2013
£m

2012
£m

Current tax 10.6 (5.3)
Deferred tax (note 26) (21.2) 55.4

Total tax (Credit)/charge (10.6) 50.1
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UK corporation tax is calculated at 24% (2012: 26%) of the estimated assessable profit for the year.
Tax for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

The charge for the year can be reconciled to the profit per the income statement as follows:

2013
£m

2013
%

2012
£m

2012
%

Profit before tax 37.2 100.0 279.9 100.0

Tax at the UK corporation tax rate of 24% (2012: 26%) 8.9 24.0 72.8 26.0
Tax effect of expenses that are not deductible in determining taxable

profit 7.0 18.8 4.7 1.7
Reduced tax in subsidiaries operating in other jurisdictions (21.9) (58.9) (12.5) (4.5)
Impact of reduction in UK tax rate on current years deferred tax 0.2 0.5 (2.3) (0.8)
Impact of reduction in UK tax rate on prior years deferred tax (2.0) (5.4) (4.0) (1.4)
Adjustments to tax in respect of prior years (2.8) (7.5) (8.6) (3.1)

Tax (credit)/charge and effective tax rate for the year on continuing
operations (10.6) (28.5) 50.1 17.9

In addition to the amount charged/(credited) to the income statement, deferred tax relating to share-
based payments £nil (2012: £0.6m), actuarial gains/(losses) £(14.4)m (2012: £(51.8)m) and cash flow
and net investment hedges £(7.6)m (2012: £(13.2)m), amounting to a credit of £(22.0)m (2012: credit
£(64.4)m) has been taken directly to equity in accordance with IAS12.

10. DISCONTINUED OPERATIONS

On 30 September 2011 the Group disposed of FirstGroup Deutschland GmbH. As a consequence the
result of this business has been classified as discontinued operations, as detailed below.

2013
£m

2012
£m

Revenue — 5.3
Operating costs — (5.6)

Loss before tax — (0.3)
Attributable tax expense — —

Loss for the period from discontinued operations — (0.3)
Loss on disposal of discontinued operations — (9.2)

Net loss attributable to discontinued operations — (9.5)

There was no attributable tax on the profit on disposal of discontinued operations.

During the year, discontinued operations contributed £nil (2012: £0.6m) to the Group’s net operating
cash flows, paid £nil (2012: £nil) in respect of investing activities and paid £nil (2012: £nil) in respect of
financing activities.

Details of the loss on disposal of FirstGroup Deutschland GmbH are set out in note 31.

The effect of discontinued operations on segment results is disclosed in note 4.
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11. EARNINGS PER SHARE (EPS)

EPS is calculated by dividing the profit attributable to equity shareholders of £35.0m (2012: £196.2m)
by the weighted average number of ordinary shares of 481.7m (2012: 481.4m). The numbers of
ordinary shares used for the basic and diluted calculations are shown in the table below.

The difference in the number of shares between the basic calculation and the diluted calculation
represents the weighted average number of potentially dilutive ordinary share options.

2013 2012

Number Number

m m

Weighted average number of share used in basic calculation 481.7 481.4
SAYE share options 0.2 0.3

Executive share options 2.3 2.4
484.2 484.1

The underlying basic EPS is intended to highlight the recurring results of the Group before amortisation
charges, ineffectiveness on financial derivatives, exceptional items and loss/(profit) on disposal of
properties. A reconciliation is set out below:

2013 2012

£m EPS(p) £m EPS(p)

Basic profit/EPS from continuing operations 35.0 7.3 205.7 42.7
Basic profit/EPS from discontinued operations — — (9.5) (1.9)

Basic profit/EPS 35.0 7.3 196.2 40.8
Amortisation charges1 51.8 10.7 30.7 6.4
Ineffectiveness on financial derivatives 5.5 1.1 11.0 2.2
Exceptional items 75.0 15.6 (49.4) (10.3)
Non-controlling interests on exceptional items 4.7 1.0 — —
Loss/(Profit) on disposal of properties 2.7 0.6 (1.0) (0.2)
Business disposals — — 9.2 1.9
Tax effect of above adjustments (43.3) (9.0) (0.4) (0.1)
Deferred tax credit due to change in UK corporation tax

rate (2.0) (0.4) (4.0) (0.8)

Underlying profit/EPS 129.4 26.9 192.3 39.9
Underlying profit/EPS from discontinued operations — — 0.3 0.1

Underlying profit/EPS from continuing operations 129.4 26.9 192.6 40.0

1 Amortisation charges of £52.0m per note 14 less £0.2m (2012: £30.9m less £0.2m)
attributable to equity non-controlling interests.

2013 2012

pence pence

Diluted EPS

Continuing operations

Basic 7.2 42.5
Underlying 26.7 39.8
Continuing and discontinued operations

Basic 7.2 40.5
Underlying 26.7 39.7
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12. DIVIDENDS

2013
£m

2012
£m

Final dividend per share paid for the year ended 31 March 2012 of 16.05p
(2011: 15.0p) 77.3 72.2

Interim dividend per share paid for the year ended 31 March 2013 of 7.62p
(2012: 7.62p) 36.7 36.6

Amounts recognised as distributions to equity holders in the year 114.0 108.8

Proposed final dividend per share for the year ended 31 March 2013 of nil p
(2012: 16.05p) — 77.3

There is no proposed final dividend for this year.

13. GOODWILL

2013
£m

2012
£m

2011
£m

Cost

At 1 April 1,604.3 1,613.0 1,754.9
Additions — 2.9 2.3
Disposals (11.5) (11.3) (14.2)
Foreign exchange movements 77.0 (0.3) (130.0)

At 31 March 1,669.8 1,604.3 1,613.0

Accumulated impairment losses

At 1 April 5.0 5.0 —
Impairment losses for the year (recorded in exceptional

items) 4.0 — 5.0
Disposals (5.0) — —

At 31 March 4.0 5.0 5.0

Carrying amount

At 31 March 1,665.8 1,599.3 1,608.0

Details of acquisitions in the year are shown in note 31.

Goodwill acquired in a business combination is allocated, at acquisition, to the cash generating units
(CGUs) that are expected to benefit from that business combination. The carrying amount of goodwill
has been allocated as follows:

2013
£m

2012
£m

2011
£m

Carrying amount

First Student 1,081.4 1,029.6 1,027.5
First Transit 254.0 247.3 246.7
Greyhound 239.5 227.4 226.9
UK Bus 85.3 89.4 95.2
UK Rail 5.6 5.6 5.6
Germany — — 6.1

1,665.8 1,599.3 1,608.0

Impairment testing

At the year end, the carrying value of net assets, including goodwill, was reviewed for impairment in
accordance with IAS 36 Impairment of Assets. For the purposes of this impairment review goodwill has
been tested for impairment on the basis of discounted future cash flows arising in each relevant CGU.
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The Group prepares cash flow forecasts derived from the most recent budget for 2013/14 and Five
Year Plan projections for 2016-17 which take account of both past performance and expectations for
future market developments. The projections for First Student assume the incremental benefits of the
recovery plan together with a moderate economic recovery. Cash flows in 2017/18 are extrapolated
using estimated growth rates of 2.5% (2012: 2.5%) for the United Kingdom and 3.0% (2012: 3.0%) for
North America which do not exceed the long-term average growth rate for the Group’s businesses. A
risk adjustment is then made using a pre-tax discount rate of 10.0% (2012: 10.0%) to arrive at the
value in use for each of the CGUs. The pre-tax discount rates applied are derived from the Group’s
weighted average cost of capital. The assumptions used in the calculation of the Group’s weighted
average cost of capital are benchmarked to externally available data.

The Directors consider the assumptions to be reasonable based on the historic performance of each
CGU and to be realistic in light of economic and industry forecasts.

The calculation of value in use for each CGU is most sensitive to the principal assumptions of discount
rate, growth rates and margins achievable. Sensitivity analysis has been performed on the calculations
and confirms that no reasonably possible changes in the assumptions would cause the carrying
amount of the CGUs to exceed their recoverable amount.

The headroom by the principal CGUs and sensitivities thereon, which are shown on a mutually
exclusive basis, are as follows:

First Student
£m

First Transit
£m

Greyhound
£m

UK Bus
£m

UK Rail
£m

Carrying value1 1,553.7 287.1 354.6 248.3 84.0
Headroom 258.9 431.6 687.7 715.6 884.8

Value in use 1,812.6 718.7 1,042.3 963.9 968.8

Headroom after increasing discount rate by
1.0% 79.4 362.0 582.7 616.9 782.9

Headroom after a 1.0% reduction in assumed
growth rates 185.0 403.1 645.5 675.6 842.3

Headroom after a 1.0% reduction in margin 85.3 337.5 602.6 614.3 595.9

1 Net assets including goodwill above but excluding inter-company balances.

The First Student margin would need to fall in excess of 1.5% compared to future projections for there
to be an impairment to the carrying value of net assets in this business.

Following their review of goodwill the Directors have concluded that there is no further impairment to
any of the CGUs.
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14. OTHER INTANGIBLE ASSETS

Customer
contracts

£m

Greyhound
brand and
trade name

£m

Rail
franchise

agreements
£m

Total
£m

Cost

At 1 April 2011 381.5 61.9 56.3 499.7
Additions — — 1.4 1.4
Foreign exchange movements (0.3) (0.1) — (0.4)

At 31 March 2012 381.2 61.8 57.7 500.7
Foreign exchange movements 19.1 3.0 — 22.1

At 31 March 2013 400.3 64.8 57.7 522.8

Amortisation

At 1 April 2011 90.1 11.2 49.8 151.1
Charge for year 24.3 3.2 3.4 30.9
Foreign exchange movements (0.1) — — (0.1)

At 31 March 2012 114.3 14.4 53.2 181.9
Charge for year 47.0 3.1 1.9 52.0
Foreign exchange movements 6.3 0.8 — 7.1

At 31 March 2013 167.6 18.3 55.1 241.0

Carrying amount

At 31 March 2013 232.7 46.5 2.6 281.8

At 31 March 2012 266.9 47.4 4.5 318.8

At 31 March 2011 291.4 50.7 6.5 348.6

Intangible assets include customer contracts and the Greyhound brand and trade name which were
acquired through the purchases of businesses and subsidiary undertakings. These are being
amortised over their useful economic lives as shown in note 2 to the consolidated financial statements.

The rail franchise agreements’ intangible asset represents the part of the economic benefit that is
realised as a result of recognising our share of the rail pension deficit on the date of commencement of
each respective franchise and is amortised on a straight-line basis over the initial term of each
respective franchise. The largest element of the franchise intangible relates to the First ScotRail
franchise (carrying amount £2.0m (2012: £3.3m)). During 2012 the TPE franchise was extended giving
rise to an addition to rail franchise agreements intangible assets of £1.4m.
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15. PROPERTY PLANT & EQUIPMENT

Land and
buildings

£m

Passenger
carrying

vehicle fleet
£m

Other plant
and

equipment
£m

Total
£m

Cost

At 1 April 2011 536.5 2,565.2 596.7 3,698.4
Subsidiary undertakings disposed of (2.8) (4.0) (0.6) (7.4)
Additions in the year 15.6 202.7 105.2 323.5
Disposal (41.6) (72.1) (23.8) (137.5)
Transfers — 11.3 (11.3) —
Reclassified as held for sale — (77.6) — (77.6)
Foreign exchange movements (0.4) (1.8) 0.1 (2.1)

At 31 March 2012 507.3 2,623.7 666.3 3,797.3
Additions in the year 12.6 249.3 108.2 370.1
Disposals (22.5) (96.6) (25.7) (144.8)
Reclassified as held for sale (25.5) (96.7) (3.3) (125.5)
Foreign exchange movements 12.7 89.6 10.7 113.0

At 31 March 2013 484.6 2,769.3 756.2 4,010.1

Accumulated depreciation and impairment

At 1 April 2011 75.0 1,231.6 308.9 1,615.5
Subsidiary undertakings disposed of (0.3) (2.0) (0.4) (2.7)
Charge for year 12.0 220.3 95.8 328.1
Disposals (3.1) (70.1) (14.5) (87.7)
Transfers — (24.0) 24.0 —
Reclassified as held for sale — (61.6) — (61.6)
Foreign exchange movements (0.1) (0.5) — (0.6)

At 31 March 2012 83.5 1,293.7 413.8 1,791.0
Charge for year 11.3 217.9 135.5 364.7
Disposals (2.7) (92.8) (17.3) (112.8)
Reclassified as held for sale (4.7) (64.7) (1.8) (71.2)
Impairment (recorded in exceptional items) 5.6 3.7 — 9.3
Foreign exchange movements 2.1 42.5 6.9 51.5

At 31 March 2013 95.1 1,400.3 537.1 2,032.5

Carrying amount

At 31 March 2013 389.5 1,369.0 219.1 1,977.6

At 31 March 2012 423.8 1,330.0 252.5 2,006.3

At 31 March 2011 461.5 1,333.6 287.8 2,082.9

An amount of £14.3m (2012: £17.1 m; 2011: £13.4m) in respect of assets under construction is
included in the carrying amount of property, plant and equipment.

At 31 March 2013 the Group had entered into contractual capital commitments amounting to £167.6m
(2012: £161.6m; 2011: £148.8m), principally representing buses ordered in the United Kingdom and
North America.
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Property, plant and equipment held under HP contracts and finance leases are analysed as follows:

2013
£m

2012
£m

2011
£m

Passenger carrying vehicle fleet – cost 607.3 494.1 349.2
– depreciation (128.4) (113.8) (80.9)

Net passenger carrying vehicle fleet 478.9 380.3 268.3

Other plant and equipment – cost 4.4 4.4 4.4
– depreciation (2.7) (2.6) (2.5)

Net other plant and equipment 1.7 1.8 1.9

Total net book value 480.6 382.1 270.2

The title to the assets under HP contracts and finance leases is held by the lenders.

16. SUBSIDIARIES

A list of the significant investments in subsidiaries, including the name, country of incorporation and
proportion of ownership interest is given in note 4 to the Company’s separate financial statements on
page x.

17. INVENTORIES

2013
£m

2012
£m

2011
£m

Spare parts and consumables 79.7 90.6 91.1
Property development work in progress 0.2 0.4 0.3

79.9 91.0 91.4

In the view of the Directors there is no material difference between the balance sheet value of
inventories and their replacement cost. There was no material write down of inventories during the
current or prior year. The provision for stock obsolescence at the balance sheet date was £8.2m (2012:
£8.0m; 2011: £8.2m).

18. TRADE AND OTHER RECEIVABLES

2013
£m

2012
£m

2011
£m

Amounts due within one year

Trade receivables 340.2 299.8 319.4
Provision for doubtful receivables (3.2) (4.5) (7.5)
Other receivables 52.4 72.8 53.4
Other prepayments 116.6 112.1 100.9
Accrued income 135.0 121.7 89.3

641.0 601.9 555.5

Credit risk

Credit risk is the risk that financial loss arises from failure by a customer or counterparty to meet its
obligations under a contract.

Credit risk exists in relation to the Group’s financial assets, which comprise trade and other receivables
of £641.0m (2012: £601.9m; 2011: £555.5m), cash and cash equivalents of £682.1m (2012: £499.7m;
2011: £388.0m) and derivative financial instruments of £86.6m (2012: £116.1m; 2011: £123.2m).

The Group’s maximum exposure to credit risk for all financial assets at the balance sheet date was
£1,409.7m (2012: £1,217.7m; 2011: £1,066.7m). The exposure is spread over a large number of
unconnected counterparties and the maximum single concentration with any one counterparty was
£51.3m (2012: £81.1m; 2011: £53.0m) at the balance sheet date.
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The Group’s credit risk is primarily attributable to its trade receivables. The amounts presented in the
balance sheet are net of allowances for doubtful receivables, estimated by the Group’s management
based on prior experience and their assessment of the current economic environment. The provision
for doubtful receivables at the balance sheet date was £3.2m (2012: £4.5m; 2011: £7.5m).

Most trade receivables are with public or quasi public bodies, principally the UK Department for
Transport, Network Rail, Transport for London, Transport Scotland, UK city councils and school bus
boards and city municipal authorities in North America. The Group does not consider any of these
counterparties to be a significant risk. Each division within the Group has a policy governing credit risk
management on trade receivables.

The counterparties for bank balances and derivative financial instruments are mainly represented by
large banks with a minimum of ‘A’ credit ratings assigned by international credit rating agencies. These
counterparties are subject to approval by the Board. Group Treasury policy limits the maximum deposit
with any one counter-party to £75m, and limits the maximum term to three months.

An analysis of financial assets which are past due but not impaired and movements in the provision for
doubtful receivables are set out below:

2013
£m

2012
£m

2011
£m

Ageing past due but not impaired trade receivables

Less than 30 days 32.9 31.2 39.4
30 – 90 days 9.6 12.5 9.9
90 – 180 days 3.8 7.9 7.5
180+ days 1.7 1.9 1.8

Total 48.0 53.5 58.6

18. TRADE AND OTHER RECEIVABLES

2013
£m

2012
£m

2011
£m

Movement in the provision for doubtful receivables

Balance at the beginning of the year 4.5 7.5 6.5
Amounts written off during the year (3.9) (3.4) (2.0)
Amounts recovered during the year (0.3) (0.5) (0.2)
Increase in allowance recognised in the income statement 2.8 0.9 3.4
Foreign exchange movements 0.1 — (0.2)

Balance at the end of the year 3.2 4.5 7.5

The Directors consider that the carrying amount of trade and other receivables approximates to their
fair value.

19. ASSETS HELD FOR SALE

2013
£m

2012
£m

2011
£m

Assets held for sale 44.7 3.7 4.6

The current year balance comprises mainly the fixed assets of the eight London depots which we
announced the sale of on 9 April 2013.

There are also First Student yellow school buses which are surplus to requirements and are being
actively marketed on the Internet. Gains or losses arising on the disposal of such assets are included
in arriving at operating profit in the income statement. The Group expects to sell such yellow school
buses within 12 months of them going onto the ‘for sale’ list. The value at each balance sheet date
represents management’s best estimate of their resale value. There are no liabilities associated with
these held for sale assets.
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20. TRADE AND OTHER PAYABLES

2013
£m

2012
£m

2011
£m

Amounts falling due within one year
Trade payables 402.0 397.6 312.2
Other payables 184.3 169.1 113.9
Accruals 509.1 547.5 573.1
Deferred income 82.1 78.7 67.4
Season ticket deferred income 73.2 68.1 63.3

1,250.7 1,261.0 1,129.9

Trade payables and accruals principally comprise amounts outstanding for trade purchases and
ongoing costs. The average credit period taken for trade purchases is 36 days (2012: 40 days; 2011:
33 days). The Group has controls in place to ensure that all payments are paid within the appropriate
credit timeframe.

The Directors consider that the carrying amount of trade and other payables approximates to their fair
value.

21. CASH AND CASH EQUIVALENTS

2013
£m

2012
£m

2011
£m

Cash and cash equivalents 682.1 499.7 388.0

The fair value of cash and cash equivalents approximates to the carrying value. Cash and cash
equivalents includes ring-fenced cash of £288.2m (2012: £335.7m; 2011: £298.6m). The most
significant ring-fenced cash balances are held by the Group’s UK Rail subsidiaries. Under the terms of
the Rail franchise agreements, cash can only be distributed by these subsidiaries up to the lower of the
amount of their retained profits or the amount determined by prescribed liquidity ratios. The ring-fenced
cash represents cash which is not available for distribution and any additional amounts required to
satisfy the liquidity ratios at the balance sheet date. Ring-fenced cash balances of £14.4m
(2012: £12.5m; 2011: £14.8m) are held outside the UK Rail subsidiaries.
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22. FINANCIAL LIABILITIES – BORROWING

2013
£m

2012
£m

2011
£m

Current financial liabilities

Short-term bank loans — 69.3 93.5

— 69.3 93.5

Bond 6.875% (repayable 2013) 319.8 20.3 20.2
Bond 8.125% (repayable 2018) 12.8 12.9 12.8
Bond 6.125% (repayable 2019) 3.0 3.0 3.0
Bond 8.75% (repayable 2021) 30.1 30.2 30.1
Bond 5.25% (repayable 2022) 5.7 — —
Bond 6.875% (repayable 2024) 7.2 7.2 7.2

378.6 73.6 73.3

HP contracts and finance leases (note 23) 62.7 52.4 42.8

Total current financial liabilities 441.3 195.3 209.6

Non-current financial liabilities

Syndicated and bilateral unsecured bank loans 385.4 426.0 554.9

385.4 426.0 554.9

Bond 6.875% (repayable 2013) — 298.5 298.0
Bond 8.125% (repayable 2018) 297.1 296.7 296.4
Bond 6.125% (repayable 2019) 305.4 299.7 276.7
Bond 8.75% (repayable 2021) 347.4 347.1 347.0
Bond 5.25% (repayable 2022) 319.1 — —
Bond 6.875% (repayable 2024) 199.5 199.0 199.0

1,468.5 1,441.0 1,417.1

HP contracts and finance lease (note 23) 355.5 282.9 209.1
Loan notes (note 24) 9.7 9.7 9.7
Senior unsecured loan notes 98.3 93.3 —

Total non-current financial liabilities 2,317.4 2,252.9 2,190.8

Total liabilities 2,758.7 2,448.2 2,400.4

Gross borrowings repayment profile

Within one year or on demand 441.3 195.3 209.6
Between one and two years 122.3 407.0 216.0
Between two and five years 637.7 564.9 796.1
Over five years 1,557.4 1,281.0 1,178.7

2,758.7 2,448.2 2,400.4

Fair value of bonds and senior unsecured loan notes issued

Par value
£m

Interest
payable Month

2013
Fair Value

£m

2012
Fair Value

£m

2011
Fair Value

£m

Bond 6.875% (repayable 2013) 300.0 Annually April 320.3 330.8 339.2
Bond 8.125% (repayable 2018) 300.0 Annually September 374.5 371.4 361.6
Bond 6.125% (repayable 2019) 250.0 Annually January 277.6 272.1 260.5
Bond 8.75% (repayable 2021) 350.0 Annually April 473.9 462.5 455.7
Bond 5.25% (repayable 2022) 325.0 Annually November 346.6 — —
Bond 6.875% (repayable 2024) 200.0 Annually September 238.0 226.2 221.3

$m
Senior unsecured loan notes 150.0 Semi-annually April & October 110.2 109.1 —

The fair value of the bonds and senior unsecured loan notes are inclusive of accrued interest. The
Group considers that there is no material difference between the fair value of the short-term loans, the
syndicated loans and bilateral loans, and their carrying amount in the balance sheet.
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22. FINANCIAL LIABILITIES – BORROWING continued

Effective interest rates

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

2013 2012 2011

Bank overdraft LIBOR + 1% LIBOR + 1% LIBOR + 1%
Bank borrowings LIBOR + 1.5% to 1.75% LIBOR + 0.75% to 1.65% LIBOR + 0.55% to 1.6%
Bond 2013 7.10% 7.10% 7.10%
Bond 2018 8.32% 8.32% 8.32%
Bond 2019 6.18% 6.18% 6.18%
Bond 2021 8.87% 8.87% 8.87%
Bond 2022 5.49% — —
Bond 2024 6.95% 6.95% 6.95%
Senior unsecured

loan notes 4.39% 4.39% —
HP contracts and

finance leases LIBOR +0.6% up to
average fixed rate of 4.0%

LIBOR up to average
fixed rate of 4.1%

LIBOR up to average
fixed rate of 8.0%

Loan notes LIBOR – 0.5% up to total
fixed rate of 11.0%

LIBOR – 0.5% up to total
fixed rate of 11.0%

LIBOR – 0.5% up to total
fixed rate of 11.0%

2013
£m

2012
£m

2011
£m

Carrying amount of gross borrowings by currency

Sterling 1,965.6 1,625.1 1,603.1
Euros 11.8 11.7 29.0
US Dollar 745.1 677.0 653.1
Canadian Dollar 36.2 134.4 115.2

2,758.7 2,448.2 2,400.4
Currency swaps
US Dollar 450.0 450.0 700.0
Sterling (450.0) (450.0) (700.0)

2,758.7 2,448.2 2,400.4

2013

Bank debt Finance leases
Loan
notes Bonds

Senior
notes Total

£m £m £m £m £m £m

Maturity of non-current liabilities

Due in more than one year but not more
than two years 49.3 63.3 9.7 — — 122.3

Due in more than two years but not more
than five years 336.1 203.3 — — 98.3 637.7

Due in more than five years — 88.9 — 1,468.5 — 1,557.4

385.4 355.5 9.7 1,468.5 98.3 2,317.4

2012

Bank debt Finance leases
Loan
notes Bonds

Senior
notes Total

£m £m £m £m £m £m

Due in more than one year but not more
than two years 46.9 51.9 9.7 298.5 — 407.0

Due in more than two years but not more
than five years 379.1 154.7 — — 31.1 564.9

Due in more than five years — 76.3 — 1,142.5 62.2 1,281.0

426.0 282.9 9.7 1,441.0 93.3 2,252.9
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2011

Bank debt Finance leases
Loan
notes Bonds

Senior
notes Total

£m £m £m £m £m £m

Due in more than one year but not more
than two years 163.1 43.2 9.7 — — 216.0

Due in more than two years but not more
than five years 391.8 106.3 — 298.0 — 796.1

Due in more than five years — 59.6 — 1,119.1 — 1,178.7

554.9 209.1 9.7 1,417.1 — 2,190.8

Borrowing facilities

The Group had £821.6m (2012: £631.8m; 2011: £526.7m) of undrawn committed borrowing facilities
as at 31 March 2013. Total bank borrowing facilities at 31 March 2013 stood at £1,302.9m
(2012: £1,221.3m; 2011: £1,266.0m) of which £1,259.4m (2012: £1,178.2m; 2011: £1,222.9m) was
committed and £43.5m (2012: £43.1 m; 2011: £43.1 m) was uncommitted.

23. HP CONTRACTS AND FINANCE LEASES

The Group had the following obligations under HP contracts and finance leases as at the balance
sheet dates:

2013
Minimum
payments

£m

2013
Present
value of

payments
£m

2012
Minimum
payments

£m

2012
Present
value of

payments
£m

2011
Minimum
payments

£m

2011
Present
value of

payments
£m

Due in less than one year 64.5 62.7 54.0 52.4 48.8 42.8
Due in more than one year but not more

than two years 66.9 63.3 54.8 51.9 48.3 43.2
Due in more than two years but not more

than five years 226.9 203.3 173.9 154.7 116.6 106.3
Due in more than five years 107.3 88.9 92.6 76.3 62.0 59.6

465.6 418.2 375.3 335.3 275.7 251.9
Less future financing charges (47.4) — (40.0) — (23.8) —

418.2 418.2 335.3 335.3 251.9 251.9

HP lease obligations Sterling denominated fixed rate leases 2013 2012 2011

Sterling fixed rate leases £ 21.0m £25.9m £15.1m
Average remaining lives 3 years 3 years 3 years
Effective borrowing rate 3.06% 3.45% 3.47%

US Dollar denominated fixed rate leases 2013 2012 2011

US Dollar fixed rate leases £288.7m £214.2m £146.8m
Average remaining lives 4 years 4 years 4 years
Effective borrowing rate 2.93% 3.26% 3.98%

Canadian Dollar denominated fixed rate leases 2013 2012 2011

Canadian Dollar fixed rate leases £ 20.7m £20.5m £1.7m
Average remaining lives 4 years 4 years 1 year
Effective borrowing rate 3.98% 4.08% 7.39%

The Group considers there to be no material difference between the fair values of the Sterling and
Canadian Dollar finance leases and the carrying amount in the balance sheet. The US Dollar finance
leases have a fair value of £304.1m (2012: £225.8m; 2011: £151.8m).
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24. LOAN NOTES

The Group had the following loan notes issued as at the balance sheet dates:

2013
£m

2012
£m

2011
£m

Due in more than one year but not more than two years 9.7 9.7 9.7

The loan notes have been classified by reference to the earliest date on which the loan note holder can
request redemption. Loan notes of £8.7m (2012: £8.7m; 2011: £8.7m) are supported by unsecured
bank guarantees.

The loan notes have an average effective borrowing rate of 10.1% (2012: 10.1%; 2011: 10.1%) and an
average remaining term of 7 years (2012: 8 years; 2011: 9 years) assuming that the holders do not
request redemption. The fair value of the loan notes has been determined to be £15.0m
(2012: £15.8m; 2011: £15.1m). This has been calculated by discounting future cash flows that will arise
under the loan notes.

25. DERIVATIVE FINANCIAL INSTRUMENTS

2013
£m

2012
£m

2011
£m

Derivatives designated and effective as hedging instruments

carried at fair value

Non-current assets

Cross currency swaps (net investment hedge) 15.2 23.2 22.2
Coupon swaps (fair value hedge) 45.7 43.8 21.0
Fuel derivatives (cash flow hedge) 2.4 5.6 14.9

63.3 72.6 58.1

Current assets

Cross currency swaps (net investment hedge) 3.6 4.3 4.6
Coupon swaps (fair value hedge) 13.2 9.5 6.7
Currency forwards (cash flow hedge) — — 1.2
Fuel derivatives (cash flow hedge) 6.5 29.7 52.6

23.3 43.5 65.1

Current liabilities

Interest rate derivatives (cash flow hedge) 8.1 8.0 15.0
Cross currency swaps (net investment hedge) 47.6 1.2 23.3
Fuel derivatives (cash flow hedge) 4.8 3.5 0.1

60.5 12.7 38.4

Non-current liabilities

Interest rate derivatives (cash flow hedge) 11.8 13.7 1.5
Cross currency swaps (net investment hedge) — 27.1 28.2
Fuel derivatives (cash flow hedge) 0.8 0.9 —

12.6 41.7 29.7

Derivatives classified as held for trading

Current liabilities

Interest rate swaps 4.2 4.4 0.1

Non-current liabilities

Interest rate swaps 9.1 8.4 —

Total non-current assets 63.3 72.6 58.1
Total current assets 23.3 43.5 65.1

Total assets 86.6 116.1 123.2

Total current liabilities 64.7 17.1 38.5
Total non-current liabilities 21.7 50.1 29.7

Total liabilities 86.4 67.2 68.2
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Total cash flow hedges are a liability of £16.6m (2012: asset of £9.2m; 2011: asset of £52.1m). Total
fair value hedges are an asset of £58.9m (2012: £53.3m; 2011: £27.7m). Total net investment hedges
are a liability of £28.8m (2012: £0.8m; 2011: £24.7m).

During the year £7.7m was debited to the hedging reserve in respect of cash flow hedges
(2012: £0.5m debit; 2011: £84.7m credit).

The fair value measurements of the financial derivatives held by the Group have been derived based
on observable market inputs (as categorised within Level 2 of the fair value hierarchy under IFRS 7
(2009)).

Gains/(losses) transferred from equity into profit or loss during the year are included in the following
line items on the face of the income statement:

2013
£m

2012
£m

Finance cost (7.1) (8.6)
Operating costs 26.2 54.7

19.1 46.1

The following gains and losses on derivatives designated for hedge accounting have been charged
through the income statement in the year:

2013
£m

2012
£m

Gains on hedging instruments in fair value hedges 5.6 22.9
Losses on hedged item attributable to hedged risk (Bond 2019) fair value

hedges (5.6) (22.9)
Change in the fair value of derivatives classified as held for trading (4.3) (12.7)
Hedge ineffectiveness on net investment hedges (1.2) 2.1
Hedge ineffectiveness on cash flow hedges — (0.4)

(5.5) (11.0)

Financial risk management

The Group is exposed to financial risks including liquidity risk, credit risk and certain market based
risks principally being the effects of changes in foreign exchange rates, interest rates and fuel prices.
The Group manages these risks within the context of a set of formal policies established by the Board.
Certain risk management responsibilities are formally delegated by the Board, principally to a sub-
committee of the Board and to the Group Finance Director.

Liquidity risk

Liquidity risk is the risk that the Group may encounter difficulty in meeting obligations associated with
financial liabilities. The objective of the Group’s liquidity risk management is to ensure sufficient
committed liquidity resources exist. The Group has a diversified debt structure largely represented by
medium-term unsecured syndicated and bilateral committed bank facilities, medium to long-term
unsecured bond debt and finance leases. It is a policy requirement that debt obligations must be
addressed well in advance of their due dates.

Group treasury policy requires a minimum of £250m of committed liquidity headroom at all times within
medium-term bank facilities and such facilities must be renewed or replaced well before the expiry
dates. At 31 March 2013, the total amount of these facilities stood at £1,259.4m (2012: £1,178.2m;
2011: £1,222.9m), and committed headroom was £821.6m (2012: £631.8m; 2011: £526.7m), in
addition to free cash balances of £393.9m (2012: £164.0m; 2011 £89.4m). The next material
contractual expiry of revolver bank facilities is in December 2015. Largely due to the seasonality of the
First Student school bus business, headroom tends to reduce from March to October and increase
again by the following March.
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The average duration of net debt (excluding ring-fenced cash) at 31 March 2013 was 5.4 years
(2012: 5.5 years; 2011: 6.1 years).

The following tables detail the Group’s expected maturity for its non-derivative financial liabilities.

2013

On demand
£m

< 1 year
£m

1 – 2 years
£m

2 – 5 years
£m

> 5 years
£m

Total
£m

Bank debt – revolver — — — 23.5 — 23.5

– other — — 49.3 312.6 — 361.9

HP contracts and finance leases — 62.7 63.3 203.3 88.9 418.2

Loan notes — — 9.7 — — 9.7

Senior loan notes — — — 98.3 — 98.3

Bonds — 378.6 — — 1,468.5 1,847.1

Trade payables 402.0 — — — — 402.0

402.0 441.3 122.3 637.7 1,557.4 3,160.7

2012

On demand
£m

< 1 year
£m

1 – 2 years
£m

2 – 5 years
£m

> 5 years
£m

Total
£m

Bank debt – revolver — — — 98.0 — 98.0
– other — 69.3 46.9 281.1 — 397.3

HP contracts and finance leases — 52.4 51.9 154.7 76.3 335.3
Loan notes — — 9.7 — — 9.7
Senior loan notes — — — 31.1 62.2 93.3
Bonds — 73.6 298.5 — 1,142.5 1,514.6
Trade payables 397.6 — — — — 397.6

397.6 195.3 407.0 564.9 1,281.0 2,845.8

2011

On demand
£m

< 1 year
£m

1 – 2 years
£m

2 – 5 years
£m

> 5 years
£m

Total
£m

Bank debt – revolver — — — 204.7 — 204.7
– other — 93.5 163.1 187.1 — 443.7

HP contracts and finance leases — 42.8 43.2 106.3 59.6 251.9
Loan notes — — 9.7 — — 9.7
Bonds — 73.3 — 298.0 1,119.1 1,490.4
Trade payables 312.2 — — — — 312.2

312.2 209.6 216.0 796.1 1,178.7 2,712.6

The following tables detail the Group’s expected maturity of payables/(receivables) for its derivative
financial instruments.

The amounts in these tables are different to the balance sheet as the table is prepared on an
undiscounted cash flow basis.

2013

< 1 year
£m

1 – 2 years
£m

2 – 5 years
£m

> 5 years
£m

Total
£m

Interest rate derivatives 12.3 11.6 9.5 — 33.4

Coupon swaps (15.3) (15.3) (45.9) (15.3) (91.8)

Coupon swaps 2.1 4.1 18.9 6.3 31.4

Cross currency swaps (337.5) (163.1) — — (500.6)

Cross currency swaps 381.5 147.8 — — 529.3

Fuel derivatives (1.7) (1.6) — — (3.3)

41.4 (16.5) (17.5) (9.0) (1.6)
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2012

< 1 year
£m

1 – 2 years
£m

2 – 5 years
£m

> 5 years
£m

Total
£m

Interest rate derivatives 12.5 11.9 10.7 — 35.1
Coupon swaps (15.3) (15.3) (45.9) (30.6) (107.1)
Coupon swaps 5.7 5.6 21.8 17.7 50.8
Cross currency swaps (47.9) (347.7) (168.3) — (563.9)
Cross currency swaps 44.8 373.5 146.1 — 564.4
Fuel derivatives (26.2) (4.7) — — (30.9)

(26.4) 23.3 (35.6) (12.9) (51.6)

2011

< 1 year
£m

1 – 2 years
£m

2 – 5 years
£m

> 5 years
£m

Total
£m

Interest rate derivatives 15.0 6.2 (4.9) — 16.3
Coupon swaps (15.3) (15.3) (45.9) (45.9) (122.4)
Coupon swaps 8.5 8.2 35.5 39.8 92.0
Cross currency swaps (83.2) (317.2) (565.9) — (966.3)
Cross currency swaps 94.2 318.2 564.2 — 976.6
Currency derivatives (1.2) — — — (1.2)
Fuel derivatives (51.6) (14.9) — — (66.5)

(33.6) (14.8) (17.0) (6.1) (71.5)

Total amounts payable per the tables are £594.1 m (2012: £650.3m; 2011: £1,089.8m). Total amounts
receivable per the table are £595.7m (2012: £701.9m; 2011: £1,161.3m). For all years above the
tables include the settlement of principal amounts at the end of the term of the cross currency swaps.

No derivative financial instruments had collateral requirements or were due on demand in any of the
years.

Currency risk

Currency risk is the risk of financial loss to foreign currency net assets, earnings and cash flows
reported in Sterling due to movements in exchange rates.

The Group’s principal operations outside the UK are in the US and Canada, with the US being the
most significant. Consequently the principal currency risk relates to movements in the US Dollar to
Sterling.

Group treasury policy requires a minimum of 30% foreign currency denominated net assets to be
hedged.

As at 31 March 2013, 39% (2012: 47%; 2011: 62%) of foreign currency denominated net assets were
hedged with related foreign currency debt, debt and currency swaps.

Group treasury policy aims to protect EPS from currency movements. US Dollar earnings arising in the
US are substantially protected by US Dollar denominated costs incurred in the UK, principally UK fuel
costs, US Dollar interest costs and US Dollar tax costs so that exposure to EPS on a year to year basis
is not material. Cash flow exposures are not material.

IFRS 7 requires the Group to show the impact on profit after tax and hedging reserve on financial
instruments from a movement in exchange rates. The following analysis details the Group’s sensitivity
to a 10% strengthening in Sterling against the US Dollar. The analysis has been prepared based on
the change taking place at the beginning of the financial year and being held constant throughout the
reporting period. A positive number indicates an increase in earnings or equity where Sterling
strengthens against the US Dollar.

2013
£m

2012
£m

2011
£m

Impact on profit after tax 11.8 9.9 9.9
Impact on hedging reserve 2.7 0.4 (0.5)
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Interest rate risk

The Group has variable rate debt and cash and therefore its net income is exposed to the effects of
changes to interest rates. The Group treasury policy objective is to maintain fixed interest rates at a
minimum average of 75% of on-balance sheet net debt over the medium-term, so that volatility is
substantially reduced year on year to EPS. The main floating rate benchmarks on variable rate debt
are US Dollar LIBOR and Sterling LIBOR.

The policy objective is achieved through fixed rate debt and cash flow hedge financial instruments,
being interest rate swaps. The interest rate swaps cover periods from April 2013 to March 2016. At
31 March 2013, the amount of gross debt that was fixed was in excess of 100% of net debt.

At 31 March 2013, 88% (2012: 81 %; 2011: 73%) of gross debt was fixed. This fixed rate protection
had an average duration of 5.5 years (2012: 5.7 years; 2011: 6.7 years).

Interest rate risk within operating leases is hedged 100% by agreeing fixed rentals with the lessors
prior to inception of the lease contracts.

Fair value changes in the £250.0m Sterling bond relating to the LIBOR element are hedged with
coupon swaps. These swaps match the fair value movements in the bond in the income statement and
have the same term as the bond. Interest income is received in January and payments made in March
and September each year.

The following sensitivity analysis details the Group’s sensitivity to a 100 basis points (1%) increase in
interest rates throughout the reporting period with all other variables held constant.

2013
£m

2012
£m

2011
£m

Impact on profit after tax 1.5 (0.9) (0.8)
Impact on hedging reserve 6.9 8.9 4.6

Interest rate hedges

The following table details the notional amounts of interest rate swap contracts outstanding at the
reporting date. The average interest rate is based on the outstanding balances at the reporting date.
The fair value of interest rate swaps is determined by discounting the future cash flows.

The interest rate swaps settle on a monthly, quarterly or semi-annual basis. The differences between
the fixed and floating rates are settled on a net basis.

Average fixed rate Notional principal amount Fair value asset/(liability)

2013
%

2012
%

2011
%

2013
£m

2012
£m

2011
£m

2013
£m

2012
£m

2011
£m

Less than one year 2.38 2.45 2.51 155 94 312 (15.9) (12.5) (13.1)
One to two years 2.70 2.38 2.45 507 147 94 (11.2) (11.4) (2.6)
Two to five years 3.03 2.81 2.71 263 744 493 (6.2) (10.7) (0.9)
More than five years 6.13 6.13 6.13 250 250 250 55.9 59.2 27.7

The interest rate swaps with a duration of more than five years are fair value hedges of the LIBOR
element within the £250m bond and the fixed rate represents interest receivable. All other swaps are
cash flow hedges of variable rate interest where the fixed rate is interest payable.

Fuel price risk

The Group purchases diesel fuel on a floating price basis in its UK Bus, UK Rail, US and Canadian bus
operations and therefore is exposed to changes in diesel prices, of which the most significant element
is crude oil price risk. The Group’s policy objective is to maintain a significant degree of fixed price
protection in the short-term with lower levels of protection over the medium-term, so that the
businesses affected are protected from any sudden and significant increases and have time to prepare
for potentially higher costs, whilst retaining some access for potentially lower costs over the
medium-term. The Group primarily uses fixed rate swap instruments to achieve significant fixed price
certainty. During the year to 31 March 2013, the Group was hedged 82% on fuel price risk.
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The Group has also entered into swaps for periods from April 2013 to March 2015 with the majority of
these swaps relating to the year to 31 March 2014. The swaps give rise to monthly cash flow
exchanges with counterparties to offset the underlying settlement of floating price costs, except where
they have a deferred start date. Gains or losses on fuel derivatives are recycled from equity to the
income statement on qualifying hedges to achieve fixed rate fuel costs within operating results.

The following analysis details the Group’s sensitivity on profit after tax and equity if the price of crude
oil had been $10 per barrel higher at the year end:

2013
£m

2012
£m

2011
£m

Impact on profit after tax (3.2) (4.6) (1.8)
Impact on hedging reserve 16.8 19.2 18.2

Volume at risk for the year to 31 March 2014 is 3.5m (2013: 4.0m) barrels for which 78% is hedged to
diesel price risk.

26. DEFERRED TAX

The major deferred tax liabilities/(assets) recognised by the Group and movements thereon during the
current and prior reporting periods are as follows:

Accelerated tax
depreciation

£m

Other
temporary
differences

£m
Tax losses

£m
Total
£m

At 1 April 2011 264.9 9.7 (211.6) 63.0
Charge/(credit) to income (36.9) 61.0 31.3 55.4
Credit to equity — (64.4) — (64.4)
Foreign exchange movements 0.7 0.1 (0.4) 0.4

At 31 March 2012 228.7 6.4 (180.7) 54.4
(Credit)/charge to income (60.3) 17.8 21.3 (21.2)
Credit to equity — (22.0) — (22.0)
Foreign exchange movements 7.1 0.9 (9.0) (1.0)

At 31 March 2013 175.5 3.1 (168.4) 10.2

Certain deferred tax assets and liabilities have been offset. The following is the analysis of the deferred
tax balances for financial reporting purposes:

2013
£m

2012
£m

2011
£m

Deferred tax assets (53.2) (43.3) (30.0)
Deferred tax liabilities 63.4 97.7 93.0

10.2 54.4 63.0

No deferred tax asset has been recognised in respect of £4m (2012:£5m; 2011: £5m) of capital losses.

27. PROVISIONS

2013
£m

2012
£m

2011
£m

Insurance claims 216.2 218.4 221.0
Legal and other 40.8 19.9 26.4
FGW contract provision — — 48.7
Pensions 3.9 4.2 4.7

Non-current liabilities 260.9 242.5 300.8
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Insurance
claims

£m

Legal and
other
£m

FGW
contract
provision

£m
Pensions

£m
Total
£m

At 1 April 2012 336.0 24.1 56.9 4.2 421.2
Charged to the income statement 135.1 33.2 9.9 — 178.2
Utilised in the year (173.1) (8.1) (32.9) (0.3) (214.4)
Notional interest 19.5 — — — 19.5
Foreign exchange movements 15.1 1.6 — — 16.7

At 31 March 2013 332.6 50.8 33.9 3.9 421.2

Current liabilities 116.4 10.0 33.9 — 160.3

Non-current liabilities 216.2 40.8 — 3.9 260.9

At 31 March 2013 332.6 50.8 33.9 3.9 421.2

Current liabilities 117.6 4.2 56.9 — 178.7
Non-current liabilities 218.4 19.9 — 4.2 242.5

At 31 March 2012 336.0 24.1 56.9 4.2 421.2

Current liabilities 119.5 11.2 11.2 — 141.9
Non-current liabilities 221.0 26.4 48.7 4.7 300.8

At 31 March 2011 340.5 37.6 59.9 4.7 442.7

The current liabilities above are included within accruals in note 20.

The insurance claims provision arises from estimated exposures for incidents occurring prior to
balance sheet date. It is anticipated that the majority of such claims will be settled within the next six
years. The utilisation of £173.1m (2012: £162.8m; 2011: £121.2m) represents payments made largely
against the current liability of the preceding year.

Legal and other provisions relate to estimated exposures for cases filed or thought highly likely to be
filed for incidents that occurred prior to the balance sheet date. It is anticipated that most of these items
will be settled within 10 years. Also included are provisions in respect of costs anticipated on the exit of
surplus properties which are expected to be settled over the remaining terms of the respective leases.

The provision for future losses on the FGW franchise will be utilised over the remaining term of the
initial franchise which will end in October 2013.

The pensions’ provision relates to unfunded obligations that arose on the acquisition of certain UK Bus
companies. It is anticipated that this will be utilised over five to 10 years.

28. SHARE CAPITAL

2013
£m

2012
£m

2011
£m

Allotted, called up and fully paid:

482.1m Ordinary shares of 5p each 24.1 24.1 24.1

Number
m £m

At 31 March 2011, 31 March 2012 and 31 March 2013 482.1 24.1

The Company has one class of ordinary shares which carries no right to fixed income.

29. RESERVES

The hedging reserve records the movement on designated hedging items.

The share premium account represents the premium on shares issued since 1999 and arose
principally on the rights issue on the Ryder acquisition in 1999 and the share placings in 2007 and
2008. The reserve is non-distributable.
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The own shares reserve represents the cost of shares in FirstGroup plc purchased in the market and
either held as treasury shares or held in trust to satisfy the exercise of share options.

Hedging reserve

The movements in the hedging reserve were as follows:

2013
£m

2012
£m

2011
£m

Balance At 1 April 12.5 35.4 (114.0)
Gains/(losses) recognised:
Interest Rate swaps (6.3) (20.6) (5.5)
Currency forwards — (0.8) 1.2
Cross currency swaps (25.9) 10.5 53.2
Fuel derivatives (1.4) 20.9 89.0
Charged/(credited) to income statement:
Interest rate swaps 7.1 8.6 35.4
Fuel derivatives (26.2) (54.7) 20.1
Tax on derivative hedging instrument movements 7.6 13.2 (44.0)

Balance at 31 March (32.6) 12.5 35.4

Own shares

The number of own shares held by the Group at the end of the year was 283,374 (2012: 692,536;
2011: 1,279,912) FirstGroup plc ordinary shares of 5p each. Of these, 90,075 (2012: 398,587; 2011:
978,505) were held by the FirstGroup plc Employee Benefit Trust, 32,520 (2012: 32,520; 2011: 32,520)
by the FirstGroup plc Qualifying Employee Share Ownership Trust and 160,779 (2012: 261,429; 2011:
268,887) were held as treasury shares. Both trusts and treasury shares have waived the rights to
dividend income from the FirstGroup plc ordinary shares. The market value of the shares at 31 March
2013 was £0.6m (2012: £1.2m; 2011: £4.2m).

Capital
redemption

reserves
£m

Capital
reserve

£m

Total
other

reserves
£m

Other reserves

At 31 March 2013, 31 March 2012 and 31 March 2011 1.9 2.7 4.6

There have been no movements on the capital redemption reserve or capital reserve during the year
ended 31 March 2013. The capital redemption reserve represents the cumulative par value of all
shares bought back and cancelled. The capital reserve arose on acquisitions in 2000. Neither reserve
is distributable.

30. TRANSLATION RESERVE

£m

Balance as 1 April 2011 156.6
Movement for the financial year (10.9)

At 31 March 2012 145.7
Movement for the financial year 103.2

At 31 March 2013 248.9

The translation reserve records exchange differences arising from the translation of the balance sheets
of foreign currency denominated subsidiaries offset by movements on loans used to hedge the net
investment in those foreign subsidiaries.

268



31. ACQUISITION AND DISPOSAL OF BUSINESSES AND SUBSIDIARY UNDERTAKINGS

2013
£m

2012
£m

2011
£m

Acquisitions of businesses and subsidiary undertakings

Fair values of net assets acquired:
Property, plant and equipment — 4.1 1.0
Other current assets — 0.5 —
Other liabilities — (4.1) (0.2)
Net debt — — —

— 0.5 0.8
Goodwill (note 13) — 2.9 2.3

Satisfied by cash paid and payable — 3.4 3.1

The business acquired during the year contributed £nil (2012: £0.4m; 2011: £0.3m) to the Group’s net
operating cash flows and utilised £nil (2012: £nil; 2011: £nil) for capital expenditure.

The business acquired during the year contributed £nil (2012: £1.1m; 2011: £1.1m) to Group revenue
and £nil (2012: £0.4m; 2011: £0.3m) to Group underlying operating profit from date of acquisition to
31 March 2013.

If the acquisitions of the business acquired during the year had been completed on the first day of the
financial year, Group revenue from this acquisition for the period would have been £nil (2012: £6.1m;
2011: £3.0m) and the Group underlying operating profit from this acquisition attributable to equity
holders of the parent would have been £nil (2012: £0.8m; 2011: £0.5m).

The business acquired during the year to 31 March 2012 was in relation to the purchase of vehicles
and ancillary assets of a competitor in the Province of Quebec, Canada.

2013
£m

20121

£m
2011
£m

Disposal of businesses and subsidiary undertakings

Carrying value of net assets disposed of:
Goodwill2 6.5 11.3 14.2
Property, plant and equipment 17.4 14.7 3.8
Current assets 7.9 1.6 12.0
Cash and cash equivalents 1.8 1.6 —
Deferred tax — — (1.6)
Other liabilities (1.6) (0.5) (10.8)

32.0 28.7 17.6
Cost of disposal 1.5 2.7 —
(Loss)/profit on disposal (8.8) (11.7) 6.7

Satisfied by cash received and receivable 24.7 19.7 24.3

1 Restated to include the disposal of Northumberland Park.
2 Goodwill disposed of during 2013 per note 13 includes £5.0m in relation to the exit of the

Diego Garcia contract. This goodwill was impaired in full the year to 31 March 2011.

On 8 March 2013, the Group disposed of First Shared Services business, which provides military base
operations support and facility management services for sale proceeds of US$10.2m. In addition,
during the year the Group disposed of Bus depots in Wigan, Chester/Birkenhead and Redditch/
Kidderminster for total sale proceeds of £18m.

On 31 September 2011, the Group disposed of its interest in FirstGroup Deutschland GmbH. The
impact of FirstGroup Deutschland GmbH on the Group’s results in the current and prior periods is
disclosed in note 10.

On 28 May 2010, the Group disposed of its interest in GB Railfreight.
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32. NET CASH FROM OPERATING ACTIVITIES

2013
£m

2012
£m

Operating profit before (loss)/profit on disposal of properties 208.4 447.0
Operating profit of discontinued operations — (0.3)
Adjustments for:
Depreciation charges 364.7 328.1
Capital grant amortisation (33.1) (13.7)
Amortisation charges 52.0 30.9
Impairment charges 13.3 —
Share-based payments 5.6 6.0
Loss on disposal of property, plant and equipment 4.0 3.8

Operating cash flows before working capital 614.9 801.8
Decrease in inventories 10.6 0.6
(Increase)/decrease in receivables (8.2) 34.0
(Decrease)/increase in payables (32.2) 34.6
Decrease in provisions (12.2) (77.8)
Defined benefit pension payments in excess of income statement charge (94.0) (160.4)

Cash generated by operations 478.9 632.8
Tax paid (6.3) (17.7)
Interest paid (129.0) (130.9)
Interest element of HP contracts and finance leases (10.9) (8.8)

Net cash from operating activities 332.7 475.4

33. CONTINGENT LIABILITIES AND POST BALANCE SHEET EVENTS

To support subsidiary undertakings in their normal course of business, the Company and certain subsidiaries
have indemnified certain banks and insurance companies who have issued performance bonds for £566.2m
(2012: £532.5m; 2011: £460.2m) and letters of credit for £321.7m (2012: £299.3m; 2011: £316.7m). The
performance bonds relate to the North American businesses of £354.7m (2012: £314.2m; 2011: £260.8m)
and the UK Rail franchise operations of £211.5m (2012: £218.3m; 2011: £199.4m). The letters of credit
relate substantially to insurance arrangements in the UK and North America.

The Company has provided unsecured loan facilities of £67.6m (2012: £76.4m; 2011: £87.5m) to First
Greater Western Limited, a £46.0m (2012: £46.0m; 2011: £46.0m) unsecured loan facility to First
Capital Connect Limited, a £3.2m (2012: £3.2m; 2011: £3.2m) unsecured loan facility to First/Keolis
TransPennine Limited, and a £13.6m (2012: £13.6m; 2011: £13.6m) unsecured loan facility to First
ScotRail Limited. Under these facilities, £26.6m (2012: £35.4m; 2011: £46.5m) was drawn at 31 March
2013 by First Greater Western Limited and £10.0m (2012: £25.0m; 2011: £25.0m) was drawn at
31 March 2013 by First Capital Connect Limited.

The Company is party to certain unsecured guarantees granted to banks for overdraft and cash
management facilities provided to itself and subsidiary undertakings. The Company has given certain
unsecured guarantees for the liabilities of its subsidiary undertakings arising under certain loan notes,
hire purchase contracts, finance leases, operating leases and certain pension scheme arrangements. It
also provides unsecured cross guarantees to certain subsidiary undertakings as required by VAT
legislation. UK Bus subsidiaries have provided unsecured guarantees on a joint and several basis to
the Trustees of the UK Bus Occupational Pension Scheme.

Certain of the Company’s subsidiaries have issued unsecured guarantees to the Company’s Sterling
bondholders, to lenders participating in the Group’s £822.5m (2012: £780.8m; 2011: £779.2m)
syndicated unsecured bank facility and to certain bilateral bank facilities for £436.9m (2012: £397.3m;
2011: £443.7m) and to senior unsecured loan notes for £98.3m (2012: £93.3m; 2011: nil).

The Group has issued guarantees of £7.0m (2012: £7.0m; 2011: £11.0m) to Danish and Swedish
authorities in respect of DSBFirst.

The Group is party to legal proceedings and claims which arise in the normal course of business,
including but not limited to employment and safety claims. The Group takes legal advice as to the
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likelihood of success of claims and counterclaims. No provision is made where due to inherent
uncertainties, no accurate quantification of any cost, or timing of such cost, which may arise from any
of the legal proceedings can be determined.

In its normal course of business UK Rail has ongoing contractual negotiations with governmental and
other organisations.

On 9 April 2013, the Group announced the sale of five of its London bus depots (and associated
assets, including plant and vehicles) (the “Business”) to Metroline Limited, an existing London bus
operator. The purchase price for the Business, payable on completion, is a gross cash consideration of
£57.5 million. The Business had a gross asset value as at 31 March 2013 of £21.3m, and earnings
before interest and tax for the year ended March 2013 were £7.0m. In addition on 9 April 2013 the
Group announced the sale of a further three London bus depots to Transit Systems Group for a gross
cash consideration of £21.3m. The proceeds of the sale of these depots (including the Business) will
contribute to the Group’s plan to recover performance in its UK Bus division.

On 15 April 2013 the £300m Sterling April 2013 bond was repaid in full.

On 20 May 2013 the Group announced a c.£615m rights issue which will remove the constraints of the
current balance sheet and enable the business to continue to invest for future returns while reducing
leverage to sustainable levels.

35. OPERATING LEASE ARRANGEMENTS

2013
£m

2012
£m

2011
£m

Minimum lease payments made under operating leases
recognised in the income statement for the year:

Plant and machinery 21.9 22.9 22.6
Track and station access 525.5 403.5 380.0
Hire of rolling stock 200.0 195.7 169.8
Other assets 68.6 61.1 68.6

816.0 683.2 641.0

At the balance sheet dates, the Group had outstanding commitments for future minimum lease
payments under non-cancellable operating leases, which fall due as follows:

2013
£m

2012
£m

2011
£m

Within one year 866.2 814.4 631.9
In the second to fifth years inclusive 557.8 957.7 1,635.0
After five years 131.0 121.6 107.3

1,555.0 1,893.7 2,374.2

Included in the above commitments are contracts held by the UK Rail businesses with Network Rail for
access to the railway infrastructure track, stations and depots of £957.9m (2012: £1,178.2m;
2011: £1,533.2m). They also have contracts under which they lease rolling stock of £245.1m
(2012: £366.7m; 2011: £492.0m).

36. SHARE-BASED PAYMENTS

Equity-settled share option plans

The Group recognised total expenses of £5.6m (2012: £6.0m) related to equity-settled share-based
payment transactions.

(a) Save as you earn (SAYE)

The Group operates an Inland Revenue approved savings related share option scheme. Grants were
made as set out below. The scheme is based on eligible employees being granted options and their
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agreement to opening a sharesave account with a nominated savings carrier and to save weekly or
monthly over a specified period. Sharesave accounts are held with Yorkshire Building Society. The
right to exercise the option is at the employee’s discretion at the end of the period previously chosen
for a period of six months.

SAYE
Dec 2008
Options
Number

SAYE
Dec 2009
Options
Number

SAYE
Dec 2010
Options
Number

SAYE
Dec 2011
Options
Number

SAYE
Dec 2012
Options
Number

Outstanding at the beginning of the year 1,805,810 2,336,168 2,669,280 2,907,764 —
Awarded during the year — — — — 2,986,775
Exercised during the year — (819) — (54) (11)
Lapsed during the year (1,805,810) (242,694) (384,479) (377,042) (29,664)

Outstanding at the end of the year — 2,092,655 2,284,801 2,530,668 2,957,100

Exercisable at the end of the year — 2,092,655 — — —
Weighted average exercise price

(pence) 371.0 310.0 319.0 271.5 143.9
Weighted average share price at date of

exercise (pence) N/A 197.3 N/A 204.9 193.0

(b) Executive share option scheme (ESOS)

Options are exercisable between three and ten years of the date of grant provided that the pre-
determined performance criteria are met.

ESOS
2002

Options
Number

ESOS
2003

Options
Number

ESOS
2004

Options
Number

Outstanding at the beginning of the year 75,142 258,183 254,426
Lapsed during the year (75,142) — —

Outstanding at the end of the year — 258,183 254,426

Exercisable at the end of the year — 258,183 254,426
Weighted average exercise price (pence) 269.0 287.0 275.1
Weighted average share price at date of exercise (pence) N/A N/A N/A

(c) Deferred bonus shares (DBS)

DBS 2004
Options
Number

DBS 2005
Options
Number

DBS 2006
Options
Number

DBS 2007
Options
Number

DBS 2008
Options
Number

DBS 2009
Options
Number

DBS 2010
Options
Number

DBS 2011
Options
Number

DBS 2012
Options
Number

Outstanding at the
beginning of the
year 12,473 39,914 114,080 302,068 102,789 244,267 422,238 520,475 —

Granted during the
year — — — — — — — — 982,131

Forfeited during the
year — — — — (1,860) (2,357) (8,829) (16,643) (45,815)

Exercised during the
year (6,484) (6,962) (27,464) (131,671) (25,881) (160,341) (13,587) (10,528) (17,196)

Outstanding at the end
of the year 5,989 32,952 86,616 170,397 75,048 81,569 399,822 493,304 919,120

Exercisable at the end
of the year 5,989 32,952 86,616 170,397 75,048 81,569 — — —

Weighted average
exercise price
(pence) Nil Nil Nil Nil Nil Nil Nil Nil Nil

Weighted average
share price at date
of exercise (pence) 242.8 186.4 240.8 212.9 227.9 218.6 219.3 253.6 253.6
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(d) Buy As You Earn (BAYE) scheme

BAYE enables eligible employees to purchase shares from their gross income. The Company provides
two matching shares for every three shares bought by employees, subject to a maximum Company
contribution of shares to the value of £20 per employee per month. If the shares are held in trust for
five years or more, no income tax and national insurance will be payable. The matching shares will be
forfeited if the corresponding partnership shares are removed from trust within three years of award.

At 31 March 2013 there were 8,306 (2012: 8,354; 2011: 7,985) participants in the BAYE scheme who
have cumulatively purchased 6,159,479 (2012: 6,869,043; 2011: 5,651,985) shares with the Company
contributing 1,936,789 (2012: 2,128,810; 2011: 1,689,837) matching shares on a cumulative basis.

(e) Long Term Incentive Plan (LTIP)

Awards under the LTIP scheme vest over the three year periods to 31 March from year of award with
50% of the award being dependent upon EPS performance over the vesting period and the other 50%
being dependent upon total shareholder return over the same period compared to the comparator
group of 100 companies.

LTIP 2009
Options
Number

LTIP 2010
Options
Number

LTIP 2011
Options
Number

LTIP 2012
Options
Number

Outstanding at the beginning of the year 3,236,461 3,870,081 4,970,578 —
Granted during the year — — — 6,293,066
Forfeited during the year — (96,074) (244,023) (294,831)
Lapsed during the year (3,236,461) — — —

Outstanding at the end of the year — 3,774,007 4,726,555 5,998,235

(f) Tim O’Toole retention award

2011
Number

2012
Number

2013
Number

Award
price (p)

At the end of the year 214,826 214,826 214,826 Nil

These options vest on 1 November 2013 subject to the Executive remaining in office until this date.
There are no performance conditions attaching to these options.

The fair values of the options granted during the last two years were measured using a Black-Scholes
model. The inputs into the Black-Scholes model were as follows:

2013 2012

Weighted average share price (pence)
– DBS 220.1 351.8
– SAYE December 2011 — 319.2
– SAYE December 2012 188.9 —
– LTIP 223.1 337.8
Weighted average exercise price (pence)
– DBS — —
– SAYE December 2011 — 271.5
– SAYE December 2012 143.9 —
– LTIP — —
Expected volatility
– DBS 45% 35%
– SAYE December 2011 — 35%
– SAYE December 2012 35%

– LTIP 31% 42.9%
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2013 2012

Expected life (years)
– DBS 3 3
– SAYE schemes 3 3
– LTIP 3 3
Rate of interest
– DBS 0.4% 1.5%
– SAYE December 2010 — 0.6%
– SAYE December 2011 0.4% —
– LTIP 0.4% 1.3%
Expected dividend yield
– DBS 10.8% 6.3%
– SAYE December 2011 — 7.0%
– SAYE December 2012 12.5% —
– LTIP 10.6% 6.6%

Expected volatility was determined by calculating the historical volatility of the Group’s share price over
the previous five years. The expected life used in the model has been adjusted based on
management’s best estimate, for the effects of non-transferability, exercise restrictions, and
behavioural considerations.

Allowances have been made for the SAYE schemes for the fact that, amongst a group of recipients
some are expected to leave before an entitlement vests. The accounting charge is then adjusted over
the vesting period to take account of actual forfeitures, so although the total charge is unaffected by the
pre-vesting forfeiture assumption, the timing of the recognition of the expense will be sensitive to it.
Fair values for the SAYE include a 10% p.a. pre-vesting leaver assumption whereas the Executive,
LTIP and deferred share plans exclude any allowance for pre-vesting forfeitures.

The Group used the inputs noted above to measure the fair value of the new share options.

37. RETIREMENT BENEFIT SCHEMES

Defined contribution schemes

The Group operates defined contribution retirement benefit schemes for all qualifying employees. The
assets of the schemes are held separately from those of the Group in funds under the control of
trustees. Where there are employees who leave the schemes prior to vesting fully in the contributions,
the contributions payable by the Group are reduced by the amount of forfeited contributions.

The total cost charged to income of £8.4m (2012: £6.5m) represents contributions payable to these
schemes by the Group at rates specified in the rules of the plans.

Defined benefit schemes

The Group operates or participates in a number of pension schemes which cover the majority of
UK employees and certain North American employees. These are principally defined benefit schemes
under which benefits provided are based on employees’ number of years of service and either career
average or final salary. The scope of benefits varies between schemes. The assets of the schemes are
held in separately administered trusts which are managed independently of the Group’s finances by
investment managers appointed by the schemes’ trustees.

The various defined benefit schemes include six UK Bus Division schemes where the subsidiary
undertaking is a participating employer in a scheme operated by a local authority. These schemes are
subject to relevant local government regulations.

First Greater Western Limited, First Capital Connect Limited, First ScotRail Limited and First
TransPennine Express have sections in the Railways Pension Scheme (RPS), which is an
industry-wide arrangement. Under the terms of the RPS, any fund deficit or surplus is shared by the
employer (60%) and the employees (40%). In calculating the Group’s pension obligations in respect of
the RPS the Group has calculated the total pension deficits in each of the RPS sections in accordance
with IAS 19. These deficits are reduced by a “franchise adjustment” which is that portion of the deficit
which is projected to exist at the end of the franchise and for which the Group will not be required to
fund. The franchise adjustment, which has been calculated by the Group’s actuaries, is offset against
the present value of the RPS liabilities so as to fairly present the financial performance, position and
cash flows of the Group’s obligations.
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At their last triennial valuations, the defined benefit schemes had funding levels between 61.0% and
101.9% (2012: 61.0% and 101.9%; 2011: 61.0% and 122.4%). The market value of the assets at
31 March 2013 for all defined benefit schemes totalled £3,777m (2012: £3,397m; 2011: £3,289m).

Contributions are paid to all defined benefit schemes in accordance with rates recommended by the
schemes’ actuaries. The valuations are made using the Projected Unit Credit Method.

The valuation assumptions used for accounting purposes have been made uniform to Group
standards, as appropriate, when each scheme is actuarially valued.

UK
Bus
2013

%

UK
Rail
2013

%

North
America

2013
%

UK
Bus
2012

%

UK
Rail
2012

%

North
America

2012
%

UK
Bus
2011

%

UK
Rail
2011

%

North
America

2011
%

Key assumptions used:
Discount rate 4.50 4.50 4.00 4.65 4.65 4.20 5.50 5.50 5.25
Expected return on

scheme assets 6.17 7.76 5.80 6.68 8.19 6.30 7.43 8.63 6.94
Expected rate of salary

increases 2.16/3.20 3.70 2.50 3.75 3.75 3.25 4.2 4.2 —
Inflation – RPI 3.20 3.20 2.00 2.75 2.75 2.25 3.2 3.2 2.25
Inflations – CPI 2.15 2.15 — 1.75 1.75 — 2.4 2.4 —
Future pension

increases 2.05/2.15/3.10 2.15 — 1.65/1.75/2.65 1.75 — 2.4/3.1 2.4 —

(a) Income Statement

Amounts (charged)/credited to the income statement in respect of these defined benefit schemes are
as follows:

UK Bus UK Rail
North

America Total
Year to 31 March 2013 £m £m £m £m

Current service cost (25.0) (55.7) (4.9) (85.6)

Interest cost (79.9) (40.7) (28.8) (149.4)

Expected return on scheme assets 117.1 58.6 26.1 201.8

Interest on franchise adjustment — 7.2 — 7.2

12.2 (30.6) (7.6) (26.0)

UK Bus UK Rail
North

America Total
Year to 31 March 2012 £m £m £m £m

Current service cost (32.4) (51.6) (4.3) (88.3)

Interest cost (84.8) (43.4) (32.3) (160.5)

Expected return on scheme assets 126.6 58.6 29.5 214.7

Interest on franchise adjustment — 4.2 — 4.2

9.4 (32.2) (7.1) (29.9)

Actuarial gains and losses have been reported in the consolidated statement of comprehensive
income.

The actual return on scheme assets was:

2013
£m

2012
£m

UK Bus 220.7 50.7
UK Rail 97.8 27.1
North America 68.9 20.9

387.4 98.7
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(b) Balance sheet

The amounts included in the balance sheet arising from the Group’s obligations in respect of its
defined benefit pension schemes are as follows:

Year to 31 March 2013
UK Bus

£m
UK Rail

£m

North
America

£m
Total
£m

Fair value of schemes’ assets 1,965.4 1,307.2 504.8 3,777.4

Present value of defined benefit obligations (1,954.6) (1,730.0) (715.0) (4,399.6)

(Deficit)/surplus before adjustments 10.8 (422.8) (210.2) (622.2)

Adjustment for irrecoverable surplus (35.5) — — (35.5)

UK Rail franchise adjustment (table (e)) (60%) — 240.8 — 240.8

Adjustment for employee share of RPS deficits (40%) — 169.1 — 169.1

Deficit in schemes (24.7) (12.9) (210.2) (247.8)

Liability recognised in the balance sheet (24.7) (12.9) (210.2) (247.8)

The amount is presented in the consolidated balance sheet

as follows:

Non-current assets 15.4 — — 15.4

Non-current liabilities (40.1) (12.9) (210.2) (263.2)

(24.7) (12.9) (210.2) (247.8)

Year to 31 March 2012
UK Bus

£m
UK Rail

£m

North
America

£m
Total
£m

Fair value of schemes’ assets 1,761.4 1,175.9 460.0 3,397.3
Present value of defined benefit obligations (1,759.1) (1,475.6) (675.2) (3,909.9)

(Deficit)/surplus before adjustments 2.3 (299.7) (215.2) (512.6)
Adjustment for irrecoverable surplus1 (29.7) — — (29.7)
UK Rail franchise adjustment (table (e)) (60%) — 154.5 — 154.5
Adjustment for employee share of RPS deficits (40%) — 119.9 — 119.9

Deficit in schemes (27.4) (25.3) (215.2) (267.9)

Liability recognised in the balance sheet (27.4) (25.3) (215.2) (267.9)

The amount is presented in the consolidated balance sheet
as follows:

Non-current assets 25.2 — — 25.2
Non-current liabilities (52.6) (25.3) (215.2) (293.1)

(27.4) (25.3) (215.2) (267.9)

1 The irrecoverable surplus represents the amount of the surplus that the Group could not recover through reducing future
company contributions to Local Government Pension Schemes.

Year to 31 March 2011
UK Bus

£m
UK Rail

£m

North
America

£m
Total
£m

Fair value of schemes’ assets 1,701.6 1,114.3 473.0 3,288.9
Present value of defined benefit obligations (1,649.8) (1,333.3) (631.4) (3,614.5)

(Deficit)/surplus before adjustments 51.8 (219.0) (158.4) (325.6)
Adjustment for irrecoverable surplus (81.9) — — (81.9)
UK Rail franchise adjustment (table (e)) (60%) — 76.7 — 76.7
Adjustment for employee share of RPS deficits (40%) — 87.6 — 87.6

Deficit in schemes (30.1) (54.7) (158.4) (243.2)

Liability recognised in the balance sheet (30.1) (54.7) (158.4) (243.2)

The amount is presented in the consolidated balance sheet as
follows:

Non-current assets 30.7 — — 30.7
Non-current liabilities (60.8) (54.7) (158.4) (273.9)

(30.1) (54.7) (158.4) (243.2)

276



(c) Defined benefit obligations (DBO)

Movements in the present value of DBO were as follows:

UK Bus
£m

UK Rail
£m

North
America

£m
Total
£m

At 1 April 2012 1,759.1 1,475.6 675.2 3,909.9
Current service cost 25.0 55.7 4.9 85.6
Interest cost 79.9 40.7 28.8 149.4
Employee share of change in DBO (not attributable to

franchise adjustment) 17.3 114.0 1.9 133.2
Actuarial loss 155.6 78.5 27.0 261.1
Benefit payments (78.9) (34.5) (54.4) (167.8)
Settlement gain (3.4) — — (3.4)
Currency loss — — 31.6 31.6

At 31 March 2013 1,954.6 1,730.0 715.0 4,399.6

UK Bus
£m

UK Rail
£m

North
America

£m
Total
£m

At 1 April 2011 1,649.8 1,333.3 631.4 3,614.5
Current service cost 32.4 51.6 4.3 88.3
Past service cost (73.3) — — (73.3)
Interest cost 84.8 43.4 32.3 160.5
Employee share of change in DBO (not attributable to franchise

adjustment) 26.1 68.1 2.0 96.2
Actuarial loss 110.6 12.6 65.2 188.4
Benefit payments (71.3) (33.4) (57.5) (162.2)
Currency gain — — (2.5) (2.5)

At 31 March 2012 1,759.1 1,475.6 675.2 3,909.9

UK Bus
£m

UK Rail
£m

North
America

£m
Total
£m

At 1 April 2010 1,734.9 1,388.9 651.8 3,775.6
Current service cost 31.9 51.5 4.4 87.8
Interest cost 87.8 42.2 34.1 164.1
Employee share of change in DBO (not attributable to franchise

adjustment) 28.6 (1.6) 1.6 28.6
Actuarial (gain)/loss (167.6) (93.0) 34.0 (226.6)
Benefit payments (65.8) (30.7) (56.2) (152.7)
Settlement payment — (24.0) — (24.0)
Currency gain — — (38.3) (38.3)

At 31 March 2011 1,649.8 1,333.3 631.4 3,614.5
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(d) Fair value of schemes’ assets

Movements in the fair value of schemes’ assets were as follows:

UK Bus
£m

UK Rail
£m

North
America

£m
Total
£m

At 1 April 2012 1,761.4 1,175.9 460.0 3,397.3
Expected return on assets 117.1 58.6 26.1 201.8
Company contributions 49.0 42.4 28.5 119.9
Employee contributions 17.3 25.7 1.9 44.9
Employee share of return on assets — 39.1 — 39.1
Actuarial gain on assets 103.7 — 21.0 124.7
Benefit paid from schemes (78.9) (34.5) (54.3) (167.7)
Settlement payment (4.2) — — (4.2)
Currency gain — — 21.6 21.6

At 31 March 2013 1,965.4 1,307.2 504.8 3,777.4

UK Bus
£m

UK Rail
£m

North
America

£m
Total
£m

At 1 April 2011 1,701.6 1,114.3 473.0 3,228.9
Expected return on assets 126.6 58.6 29.5 214.7
Company contributions 54.4 41.0 21.6 117.0
Employee contributions 26.1 26.8 2.0 54.9
Employee share of return on assets — 10.9 — 10.9
Actuarial gain on assets (76.0) (42.3) (6.3) (124.6)
Benefit paid from schemes (71.3) (33.4) (57.5) (162.2)
Currency gain — — (2.3) (2.3)

At 31 March 2012 1,761.4 1,175.9 460.0 3,397.3

UK Bus
£m

UK Rail
£m

North
America

£m
Total
£m

At 1 April 2010 1,605.9 1,026.3 494.5 3,126.7
Expected return on assets 121.6 52.4 31.1 205.1
Company contributions 34.7 38.6 11.3 84.6
Employee contributions 28.5 23.5 1.7 53.7
Employee share of return on assets — 29.6 — 29.6
Actuarial (loss)/gain on assets (23.3) (8.0) 18.0 (13.3)
Benefit paid from schemes (65.8) (30.7) (56.2) (152.7)
Settlement payment — (17.4) — (17.4)
Currency gain — — (27.4) (27.4)

At 31 March 2011 1,701.6 1,114.3 473.0 3,288.9

(e) UK Rail franchise adjustment

Movements in the total UK Rail franchise adjustment were as follows:

2013
£m

2012
£m

2011
£m

At 1 April 257.5 127.8 288.3
TPE extension — (2.3) —
Interest on franchise adjustment 7.2 4.2 5.7
Employee share of change in franchise adjustment 57.5 52.8 (64.2)
Actuarial gain/(loss) on franchise adjustment 79.1 75.0 (102.0)

At 31 March 401.3 257.5 127.8

Under the terms of the RPS cost sharing this franchise adjustment is split 60:40 between the employer
and the employees. This is reflected in table (b) which shows the Group’s 60% share of the franchise
adjustment.
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(f) Asset allocation and expected return on assets

The analysis of the schemes’ assets at the balance sheet dates and the expected rates of return on
assets were as follows:

2013
UK Bus

2013
UK Rail

2013
North America

2013
Total

% £m % £m % £m £m

Equities 8.0 749.8 8.0 — 8.0 253.0 1,002.8

Bonds 3.75 764.6 3.75 61.7 3.2 215.8 1,042.1

Property 6.5 94.4 — — 6.5 15.6 110.0

Cash 2.8 38.6 2.8 11.1 2.3 5.9 55.6

Infrastructure — 8.0 64.4 8.0 1.0 65.4

Cash plus 8.0 217.9 8.0 1,010.6 6.0 13.5 1,242.0

Commodities 8.0 17.3 — — — — 17.3

Private equity 8.0 82.8 8.0 159.4 — — 242.2

1,965.4 1,307.2 504.8 3,777.4

2012
UK Bus

2012
UK Rail

2012
North America

2012
Total

% £m % £m % £m £m

Equities 8.4 706.5 8.4 — 9.0 216.8 923.3
Bonds 4.25 630.2 4.25 57.3 3.4 205.6 893.1
Property 6.4 97.2 6.4 — 7.5 13.5 110.7
Cash 3.1 29.5 3.1 5.0 2.6 7.6 42.1
Infrastructure 8.0 — 8.0 58.2 8.0 — 58.2
Cash plus 8.4 209.3 8.4 911.6 6.0 16.5 1,137.4
Private equity 8.65 76.7 8.65 143.8 9.0 — 220.5
Other 1.0 12.0 1.0 — 1.0 — 12.0

1,761.4 1,175.9 460.0 3,397.3

2011
UK Bus

2011
UK Rail

2011
North America

2011
Total

% £m % £m % £m £m

Equities 8.85 720.9 8.85 — 9.0 233.6 954.5
Bonds 5.2 535.4 5.2 52.8 4.65 203.0 791.2
Property 6.85 107.4 6.85 — 7.5 12.3 119.7
Cash 4.3 39.4 4.3 3.8 4.0 5.6 48.8
Infrastructure 8.0 — 8.0 58.4 8.0 — 58.4
Cash plus 8.85 219.0 8.85 869.8 6.0 18.5 1,107.3
Private equity 9.0 68.8 9.0 129.5 — — 198.3
Other 1.0 10.7 1.0 — 1.0 — 10.7

1,701.6 1,114.3 473.0 3,288.9

The expected rates of return on assets at all balance sheet dates were determined by looking at the
individual asset classes and applying a model developed by an independent firm of actuaries.
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(g) History of experience adjustments

The history of experience adjustments is as follows:

2013 2012 2011 2010 2009

UK Bus £m £m £m £m £m

Fair value of schemes’ assets 1,965.4 1,761.4 1,701.6 1,605.9 1,296.8
Present value defined benefit obligations (1,954.6) (1,759.1) (1,649.8) (1,734.9) (1,257.8)
Irrecoverable surplus (35.5) (29.7) (81.9) — —

(Deficit)/surplus in the scheme (24.7) (27.4) (30.1) (129.0) 39.0

Experience gain on scheme assets
– Amounts (£m) (103.6) (76.0) 23.3 208.6 (288.1)

– Percentage of scheme assets (5.3) (4.3) 1.4 13.0 (22.2)

Experience gain on scheme liabilities
– Amount (£m) (36.7) (23.7) (96.3) 38.3 (30.2)
– Percentage of scheme liabilities (%) (1.9) (1.3) (5.8) 2.2 (2.4)

2013 2012 2011 2010 2009

UK Rail £m £m £m £m £m

Fair value of schemes’ assets 1,307.2 1,175.9 1,114.3 1,026.3 744.1
Present value defined benefit obligations (1,730.0) (1,475.6) (1,333.3) (1,388.9) (944.3)
Rail franchise adjustment (60%) 240.8 154.5 76.7 173.0 75.9
Adjustment for employee share of RPS deficits

(40%) 169.1 119.9 87.6 145.1 80.1

Deficit in the schemes (12.9) (25.3) (54.7) (44.5) (44.2)

Experience gain on scheme assets
– Amount (£m) (0.1) (42.3) 8.0 113.7 (212.0)

– Percentage of scheme assets (%) — (6.0) 1.2 18.5 (47.5)

Experience gain on scheme liabilities
– Amount (£m) 4.7 (4.9) 8.6 25.4 74.3

– Percentage of scheme liabilities (%) 0.5 (0.5) 1.1 3.0 13.1

Experience gain (including gain on franchise
adjustment) on scheme liabilities

– Amount (£) (74.4) 79.8 110.7 117.3 164.9

– Percentage of scheme liabilities (%) (7.2) 9.0 13.8 14.1 29.1

The calculations of percentages of UK Rail scheme assets and liabilities, above. use 60% of the assets
and 60% of the liabilities as the denominator.

2013 2012 2011 2010 2009

North America £m £m £m £m £m

Fair value of schemes’ assets 504.8 460.0 473.0 494.5 424.0
Present value defined benefit obligations (715.0) (675.2) (631.4) (651.8) (587.5)

(Deficit)/surplus in the scheme (210.2) (215.2) (158.4) (157.3) (163.5)

Experience gain on scheme assets
– Amount (£m) (21.1) (6.3) (18.0) 83.2 (140.4)

– Percentage of scheme assets (4.2) (1.4) (3.8) 16.8 (33.1)

Experience gain on scheme liabilities
– Amount (£m) 2.5 4.5 13.1 (20.4) (6.1)

– Percentage of scheme liabilities (%) 0.3 0.7 2.1 (3.1) (1.0)
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Total Group
2013
£m

2012
£m

2011
£m

2010
£m

2009
£m

Fair value of schemes’ assets 3,777.4 3,397.3 3,288.9 3,126.7 2,464.9
Present value defined benefit obligations (4,399.6) (3,909.9) (3,614.5) (3,775.6) (2,789.6)
Irrecoverable surplus (35.5) (29.7) (81.9) — —
Rail franchise agreement (60%) 240.8 154.5 76.7 173.0 75.9
Adjustment for employee share of RPS deficits

(40%) 169.1 119.9 87.6 145.1 80.1

(Deficit)/surplus in the schemes (247.8) (267.9) (243.2) (330.8) (168.7)

Experience gain on scheme assets
– Amount (£m) (124.7) (124.6) (13.3) 405.5 (640.5)

– Percentage of scheme assets (%) (3.8) (4.3) (0.5) 14.9 (29.6)

Experience gain on scheme liabilities
– Amount (£m) (29.5) 23.3 (74.5) 43.3 38.0

– Percentage of scheme liabilities (%) (0.8) 0.7 (2.4) 1.3 1.6

Experience gain (including gain on franchise
adjustment) on scheme liabilities

– Amount (£) (108.6) (51.7) 27.5 135.2 128.6

– Percentage of scheme liabilities (%) (2.9) (1.6) 0.9 4.2 5.3

The calculations of percentages of Total Group scheme assets above, use 100% of UK Bus and North
America assets and 60% of UK Rail assets as the denominator. The calculations of percentages of
Total Group scheme liabilities above use 100% of UK Bus and North America liabilities and 60% of UK
Rail liabilities as the denominator.

The estimated amounts of contributions expected to be paid to the schemes during the financial year to
31 March 2014 is £120.5m (year to 31 March 2013: £122.2m).

(h) Accounting for UK Rail pension arrangements

Had the Group accounted for UK Rail pensions as if the respective franchises had an indefinite
duration, the impact on the financial statements would have been as follows:

2013
£m

2012
£m

2011
£m

Balance sheet

Pensions deficit (240.8) (154.5) (76.7)
Intangible assets (2.6) (4.5) (6.5)
Deferred tax 56.0 38.2 21.6

Impact on net assets (187.4) (120.8) (61.6)

Income statement

Unwinding of discount on franchise adjustment (7.2) (4.2) (5.7)
Intangible asset amortisation 1.9 3.4 14.7
Deferred tax 1.2 0.2 (2.3)

Impact on profit for the year from continuing operations (4.1) (0.6) 6.7

Consolidated statement of comprehensive income

Actuarial (gains)/losses on franchise adjustment (79.1) (75.0) 102.0
Deferred tax on actuarial (gains)/losses 18.2 18.0 (26.5)

(60.9) (57.0) 75.5
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(i) Consolidated statement of comprehensive income

Amounts presented in the consolidated statement of comprehensive income comprise:

2013
£m

2012
£m

Actuarial loss on DBO (261.1) (188.4)
Actuarial gain/(loss) on assets 124.7 (124.6)
Actuarial gain on franchise adjustment 79.1 75.0
Adjustment for irrecoverable surplus (5.8) 52.2

Actuarial losses on defined benefit scheme (63.1) (185.8)

38 RELATED PARTY TRANSACTIONS

Transactions between the Company and its subsidiaries, which are related parties, have been
eliminated on consolidation and are not disclosed in this note.

Remuneration of key management personnel

The remuneration of the Directors, which comprise the plc Board who are the key management
personnel of the Group, is set out below in aggregate for each of the categories specified in IAS 24
Related Party Disclosures. Further information about the remuneration of individual Directors is
provided in the Directors’ Remuneration Report on pages x to x.

Year to
31 March

2013
£m

Year to
31 March

2012
£m

Basic salaries 1.5 1.9
Performance related bonuses 0.3 0.2
Compensatory bonuses 0.2 —
Benefits in kind 0.1 0.1
Fees 0.5 0.4
Pension contributions 0.1 0.1
Share-based payment 0.5 0.6

3.2 3.3
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF FIRSTGROUP PLC

We have audited the Group financial statements of FirstGroup plc for the year ended 31 March 2013
which comprise the consolidated income statement, the consolidated statement of comprehensive
income, the consolidated balance sheet, the consolidated statement of changes in equity and the
consolidated cash flow statement, and the related notes 1 to 37. The financial reporting framework that
has been applied in their preparation is applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union.

This report is 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 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 auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for
the preparation of the Group financial statements and for being satisfied that they give a true and fair
view. Our responsibility is to audit and express an opinion on the Group 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 (APB’s) Ethical Standards for
Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes 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
Directors; and the overall presentation of the financial statements. In addition, we read all the financial
and non-financial information in the annual report to identify material inconsistencies with the audited
financial statements and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we
become aware of any apparent material misstatements or inconsistencies we consider the implications
for our report.

Opinion on financial statements

In our opinion the Group financial statements:

• give a true and fair view of the state of the Group’s affairs as at 31 March 2013 and of its profit for
the year then ended;

• have been properly prepared in accordance with IFRSs as adopted by the European Union; and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the Group
financial statements are prepared is consistent with the Group 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 2006 we are required to report to you if, in our opinion:

• certain disclosures of directors’ remuneration specified by law are not made; or

• we have not received all the information and explanations we require for our audit.
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Under the Listing Rules we are required to review:

• the directors’ statement, in relation to going concern;

• the part of the Corporate Governance Statement relating to the company’s compliance with the
nine provisions of the UK Corporate Governance Code specified for our review; and

• certain 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 FirstGroup plc for the year
ended 31 March 2013 and on the information in the Directors’ Remuneration Report that is described
as having been audited.

Graham Richardson (Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor

London, United Kingdom

20 May 2013
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Group financial summary

Consolidated income statement – continuing operations
2013
£m

2012
£m

2011
£m

2010
£m

2009
£m

Group revenue 6,900.9 6,678.7 6,416.7 6,261.9 6,123.9
Operating profit before amortisation charges and

other exceptional items 335.4 428.5 456.7 448.9 494.0
Amortisation charges (52.0) (30.9) (42.9) (34.7) (33.1)
Exceptional bid costs (6.0) (10.2) (3.1) (0.3) (3.5)
Other Exceptional items (69.0) 59.6 (97.7) (49.3) (115.5)

Operating profit before profit/(loss) on disposal of
properties 208.4 447.0 313.0 364.6 341.9

Operating profit 205.7 448.0 308.6 363.5 367.6
Net finance cost (163.0) (157.1) (182.4) (189.9) (171.1)
Exceptional finance items (5.5) (11.0) 0.3 1.0 —

Profit before tax 37.2 279.9 126.5 174.6 196.5
Tax 10.6 (50.1) (16.7) (31.0) (42.0)

Profit for the year from continuing operations 47.8 229.8 109.8 143.6 154.5
(Loss)/profit for the year from discontinued

operations — (9.5) 7.3 3.5 2.5

Profit for the year 47.8 220.3 117.1 147.1 157.0
EBITDA 667.0 742.9 768.9 755.9 762.2

Earnings per share Pence Pence Pence Pence Pence

Underlying basic 26.9 40.0 41.1 38.8 48.1
Basic 7.3 42.7 20.0 26.8 29.7

Consolidated balance sheet £m £m £m £m £m

Non-current assets 4,060.3 4,072.7 4,161.5 4,526.2 4,866.4
Net current liabilities (314.4) (255.4) (322.4) (283.8) (707.3)
Non-current liabilities (2,602.3) (2,596.1) (2,494.4) (2,967.6) (3,007.2)
Provisions (324.3) (340.2) (393.8) (364.3) (347.6)

Net assets 819.3 881.0 950.9 910.5 804.3

Share data

Number of shares in issue (excluding treasury share
and shares in trusts) millions millions millions millions millions

At year end 481.8 481.6 480.8 480.2 480.8
Average 481.7 481.4 480.4 480.5 474.8

Share price pence pence pence pence pence

At year end 201 238 326 359 268
High 261 370 413 442 635
Low 176 238 323 288 198

Market capitalisation £m £m £m £m £m

At year end 969 1,147 1,572 1,724 1,292
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Company balance sheet year ended 31 March

Notes
2013 2012
£m £m

Fixed assets

Investments 4 1,775.4 1,769.8

Current assets

Cash and cash equivalents 231.3 92.7
Derivative financial instruments – due within one year 5 23.3 38.8

– due after more than one year 5 63.3 72.1
Debtors – due within one year 6 2,187.4 2,593.4

– due after more than one year 6 2.4 2.8

2,507.7 2,799.8

Current liabilities

Creditors: amounts falling due within one year 8 (790.2) (1,019.2)
Derivative financial instruments 5 (64.7) (17.1)

(854.9) (1,036.3)

Net current assets 1,652.8 1,763.5

Total assets less current liabilities 3,428.2 3,533.3
Creditors: amounts falling due after more than one year 8 (1,952.2) (1,960.4)
Derivative financial instruments 5 (21.7) (50.1)

Net assets 1,454.3 1,522.8

Current liabilities

Called up share capital 9 24.1 24.1
Share premium 10 676.4 676.4
Other reserves 10 227.5 252.9
Own shares 10 (1.1) (1.1)
Profit and loss account 10 527.4 570.5

Shareholders’ funds 1,454.3 1,522.8
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Notes to the Company financial statements

1 SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The financial statements have been prepared on a historical cost basis, except for the revaluation of
certain financial instruments and on a going concern basis as described in the going concern
statement in the Directors’ Report contained in the Annual Report for the year ended 31 March 2013
and included in the announcement of FirstGroup’s preliminary results for FY 2013 released on 20 May
2013.

The following accounting policies have been used consistently throughout the year and the preceding
year in accordance with UK GAAP.

Cash flow statement

The Company has taken the advantage of the exemption under FRS 1 (revised) not to disclose a cash
flow statement.

Investments

Fixed asset investments in subsidiaries and associates are shown at cost less provision for
impairment. For investments in subsidiaries acquired for consideration, including the issue of shares
qualifying for merger relief, cost is measured by reference to the nominal value only of the shares
issued. Any premium is ignored.

Foreign currencies

Transactions in currencies other than Sterling are recorded at the rate of exchange on the date of the
transaction. At each balance sheet date, monetary assets and liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing at the relevant balance sheet date. Exchange
differences arising on the settlement of monetary items, and on the retranslation of non-monetary items
at each balance sheet date are included in the profit or loss for the accounting period.

Tax

The charge for tax is based on the profit or loss for the year and takes into account tax deferred
because of timing differences between the treatment of certain items for tax and accounting purposes.
Provision is made for deferred tax on all timing differences except those arising from the revaluation of
fixed assets for which there is no binding agreement to sell on property gains if it is anticipated that
rollover relief will be available and on the undistributed profits of overseas subsidiaries, associates and
joint ventures. Deferred tax is calculated at the rates at which it is estimated the tax will arise. Deferred
tax assets are recognised to the extent that it is regarded as more likely than not that they will be
recovered. The deferred tax provision is not discounted to net present value.

Financial instruments

Derivative financial instruments are initially recorded at fair value and then for reporting purposes are
re-measured to fair value at each subsequent balance sheet date.

Derivative financial instruments and hedge accounting

The Company uses derivative financial instruments to hedge interest rate risks, foreign currency risks
and fuel price risks. Use of such financial instruments is governed by policies and delegated authorities
approved by the Board. The Company does not use derivative financial instruments for speculative
purposes. In relation to fuel price risks, the Company’s profit and loss account is affected by
transactions with affiliated companies that give rise to cash flow volatility associated with fuel price risk.

The main derivative financial instruments used by the Company are interest rate swaps and collars,
fuel swaps and collars, and cross currency interest rate swaps. Such instruments are initially
recognised at fair value and subsequently remeasured to fair value at the reported balance sheet date.
The fair values are calculated by reference to market exchange rates, interest rates and fuel prices at
the period end, and supported by counterparty confirmations.
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Changes in the fair value of derivative financial instruments that do not qualify for hedge accounting as
cash flow hedges or foreign currency hedges of a foreign net investment are recognised in the profit
and loss account as they arise.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, or
exercised, or no longer qualifies for hedge accounting. At that time, any cumulative gain or loss on the
hedging instrument recognised in equity is retained in equity until the forecasted transaction occurs. If
a hedged transaction is no longer expected to occur, the net cumulative gain or loss recognised in
equity is transferred to the profit and loss account for the period.

Derivatives embedded in other financial instruments or other host contracts are treated as separate
derivatives when their risks and characteristics are not closely related to those of host contracts and
the host contracts are not carried at fair value with unrealised gains or losses reported in the income
statement.

Related party transactions

As permitted under FRS 8, Related party transactions, the Company has taken advantage of the
exemption not to disclose transactions between Group companies.

Debt

Debt is initially stated at the amount of the net proceeds after the deduction of issue costs. The
carrying amount is increased by the amortisation of debt issuance fees in respect of the accounting
period and reduced by repayments made in the period.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s
financial statements in the period in which the dividends are approved by the Company’s shareholders.

2. PROFIT FOR THE YEAR

As permitted by section 408 of the Companies Act 2006 the Company has elected not to present its
own profit and loss account for the year. FirstGroup plc reported a profit for the financial year ended
31 March 2013 of £65.3m (2012: £45.0m).

Fees payable to the Company’s auditors for the audit of the Company’s annual financial statements
are disclosed in note 6 on page X.

The Company had no employees in the current or preceding financial year.

3 DIVIDENDS

Amounts recognised as distributions to equity holders in the year:

2013
£m

2012
£m

Final dividend per share paid for the year ended 31 March 2012 of 16.05p
(2011: 15.0p) 77.3 72.2

Interim dividend per share paid for the year ended 31 March 2013 of 7.62p
(2012: 7.62p) 36.7 36.6

114.0 108.8

Proposed final dividend per share for the year ended 31 March 2013 of Nil p
(2012: 16.05p) — 77.3
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4 FIXED ASSET INVESTMENTS

Unlisted
subsidiary

undertakings
£m

Other
investments

£m
Total
£m

Cost
At 1 April 2012 1,785.7 8.1 1,793.8
Additions 5.6 — 5.6
Disposals — (8.1) (8.1)

At 31 March 2013 1,791.3 — 1,791.3

Provisions

At 1 April 2012 (15.9) (8.1) (24.0)
Disposals — 8.1 8.1

At 31 March 2013 (15.9) — (15.9)

Net book value
At 31 March 2013 1,775.4 — 1,775.4

At 31 March 2012 1,769.8 — 1,769.8

4 FIXED ASSET INVESTMENTS continued

The principal subsidiary undertakings of FirstGroup plc at the end of the year were:

UK local bus and coach operators North American school bus operators Rail companies

CentreWest London Buses Limited Cardinal Coach Lines Limited
(60%)2

First Capital Connect Limited

First Aberdeen Limited1 First Canada ULC2 First Greater Western Limited

First Beeline Buses Limited First Student, Inc3 First/Keolis TransPennine Limited
(55%)

First Bristol Limited First ScotRail Limited1

First Capital East Limited Hull Trains Company Limited (80%)

First Capital North Limited

First Cymru Buses Limited

First Devon & Cornwall Limited

First Eastern Counties Buses Limited Transit contracting and fleet

maintenance

First Scotland East Limited1 First Transit, Inc3

First Essex Buses Limited First Support Services, Inc3

First Glasgow (No. 1) Limited1 First Vehicle Services, Inc3

First Glasgow (No. 2) Limited1

First Hampshire and Dorset Limited

First Manchester Limited North American coach operators

First Midland Red Buses Limited Americanos USA, Inc3

First Potteries Limited Greyhound Lines, Inc3

First Somerset & Avon Limited Greyhound Canada Transportation
ULC2

First South Yorkshire Limited

First West Yorkshire Limited

First York Limited

Leicester CityBus Limited (94%)

Northampton Transport Limited
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All subsidiary undertakings are wholly owned at the end of the year except where percentage of
ownership is shown above. All these companies above are incorporated in Great Britain and registered
in England and Wales except those:

1 Registered in Scotland.
2 Registered in Canada.
3 Incorporated in the United States of America.

All shares held in subsidiary undertakings are ordinary shares, with the exception of Leicester CityBus
Limited where the Group owns 100% of its redeemable cumulative preference shares, as well as 94%
of its ordinary shares.

All of these subsidiary undertakings are owned via intermediate holding companies.

Advantage has been taken of section 410 of the Companies Act 2006 to list only those undertakings as
are required to be mentioned in that provision, as an exhaustive list would involve a statement of
excessive length.

5. DERIVATIVE FINANCIAL INSTRUMENTS

2013
£m

2012
£m

Derivatives designated and effective as hedging instruments carried at

fair value

Non-current assets

Cross currency swaps (net investment hedge) 15.2 23.2
Coupon swaps (fair value hedge) 45.7 43.8
Fuel derivatives (cash flow hedge) 2.4 5.1

63.3 72.1

Assets due within one year

Cross currency swaps (net investment hedge) 3.6 4.3
Coupon swaps (fair value hedge) 13.2 9.5
Fuel derivatives (cash flow hedge) 6.5 25.0

23.3 38.8

Creditors: amounts falling due after more than one year

Interest rate derivatives (cash flow hedge) 8.1 8.0
Cross currency swaps (net investment hedge) 47.6 1.2
Fuel derivatives (cash flow hedge) 4.8 3.5

60.5 12.7

Creditors: amounts falling due after more than one year

Interest rate derivatives (cash flow hedge) 11.8 13.7
Cross currency swaps (net investment hedge) — 27.1
Fuel derivatives (cash flow hedge) 0.8 0.9

12.6 41.7

Derivatives classified as held for trading

Creditors: amounts falling due within one year

Interest rate derivatives 4.2 4.4

Creditors: amounts falling due after one year

Interest rate derivatives 9.1 8.4

Total assets due after more than one year 63.3 72.1
Total assets due within one year 23.3 38.8

Total assets 86.6 110.9

Total creditors: amounts falling due within one year 64.7 17.1
Total creditors: amounts falling due after more than one year 21.7 50.1

Total creditors 86.4 67.2
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Full details of the Group’s financial risk management objectives and procedures can be found in note
25 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.

6 DEBTORS

2013
£m

2012
£m

Amounts due within one year

Amounts due from subsidiary undertakings 2,185.9 2,586.2
Deferred tax asset (note 7) 1.5 2.8
Corporation tax recoverable — 4.4

2,187.4 2,593.4

Amounts due after more than one year
Deferred tax asset (note 7) 2.4 2.8

7 DEFERRED TAX

The major deferred tax assets recognised by the Company and the movements thereon during the
current and prior reporting periods are as follows:

Other temporary
difference

At 1 April 2012 (5.6)
Charge to income 1.3
Charge to equity 0.4

At 31 March 2013 (3.9)

The following is the analysis of the deferred tax balances for financial reporting purposes:

2013
£m

2012
£m

Deferred tax asset due within one year (1.5) (2.8)
Deferred tax assets due after more than one year (2.4) (2.8)

(3.9) (5.6)

8 CREDITORS

2013
£m

2012
£m

Amounts due within one year
Bank loans and overdrafts 124.0 624.9
£300.0m Sterling bond – 6.875% 2013 299.4 —
Bond interest accrual 79.2 73.6
Other creditors — 1.8
Amounts due to subsidiary undertakings 270.7 303.7
Accruals and deferred income 16.9 15.2

790.2 1,019.2

291



Amounts falling due after more than one year

2013
£m

2012
£m

Bank loans
– Due in more than two years but not more than five years 385.4 426.1
£300.0m Sterling bond – 6.875% 2013 — 298.5
£300.0m Sterling bond – 8.125% 2018 297.1 296.7
£250.0m Sterling bond – 6.125% 2019 305.4 299.7
£350.0m Sterling bond – 8.750% 2021 347.4 347.1
£325.0m Sterling bond – 5.250% 2022 319.1 —
£200.0m Sterling bond – 6.875% 2024 199.5 199.0
Senior unsecured loan notes 98.3 93.3

1,952.2 1,960.4

Borrowing facilities

The maturity profile of the Company’s undrawn committed borrowing facilities is as follows:

2013
£m

2012
£m

Facilities maturing:
– Due in more than two years 821.6 631.8

821.6 631.8

9 CALLED UP SHARE CAPITAL

2013
£m

2012
£m

Allotted, called up and fully paid

Ordinary shares of 5p each 24.1 24.1

The company had 482.1m (2012: 482.1m) shares in issue at 31 March 2013.

10 RESERVES

Share
Premium

£m

Own
shares

£m

Profit
and
loss

account
£m

At 1 April 2012 676.4 (1.1) 570.5
Retained profit for the year — — 65.3
Share based payment provision — — 5.6
Dividends paid — — (114.0)

At 31 March 2013 676.4 (1.1) 527.4

Own shares

The number of own shares held by the Company at the end of the year was 283,374 (2012: 692,536)
FirstGroup plc ordinary shares of 5p each. Of these, 90,075 (2012: 398,587) were held by the
FirstGroup plc Employee Benefit Trust, 32,520 (2012: 32,520) by the FirstGroup plc Qualifying
Employee Share Ownership Trust and 160,779 (2012: 261,429) were held as treasury shares. Both
trusts and treasury shares have waived the rights to dividend income from the FirstGroup plc shares.
The market value of the shares at 31 March 2013 was £0.6m (2012: £1.2m).
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Other reserves

Hedging
reserve

£m

Capital
redemption

reserve
£m

Capital
reserve

£m

Merger
reserve

£m

Total
other

reserves
£m

At 1 April 2012 (9.2) 1.9 93.8 166.4 252.9
Derivative hedging instrument movement (25.4) — — — (25.4)

At 31 March 2013 (34.6) 1.9 93.8 166.4 227.5

11 RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUNDS

2013
£m

2012
£m

Profit for the financial year 65.3 45.0
Share-based payments provision 5.6 6.0
Dividends (114.0) (108.8)

(43.1) (57.8)

Movement in EBT and treasury shares during the year — —
Derivative hedging instrument movement (25.4) 1.1

Net addition to shareholders’ funds (68.5) (56.7)
Shareholders’ funds at beginning of year 1,522.8 1,579.5

Shareholders’ fund at end of year 1,454.3 1,522.8

12 CONTINGENT LIABILITIES

To support subsidiary undertakings in their normal course of business, the Company and certain
subsidiaries have indemnified certain banks and insurance companies who have issued performance
bonds for £566.2m (2012: £532.5m) and letters of credit for £321.7m (2012: £299.3m). The
performance bonds relate to the North American businesses of £354.7m (2012: £314.2m) and the
UK Rail franchise operations of £211.5m (2012: £218.3m). The letters of credit relate substantially to
insurance arrangements in the UK and North America.

The Company has provided unsecured loan facilities of £67.6m (2012: £76.4m) to First Greater
Western Limited, a £46.0m (2012: £46.0m) unsecured loan facility to First Capital Connect Limited, a
£3.2m (2012: £3.2m) unsecured loan facility to First/Keolis TransPennine Limited, and a £13.6m (2012:
£13.6m) unsecured loan facility to First ScotRail Limited. Under these facilities, £26.6m (2012: £35.4m)
was drawn at 31 March 2013 by First Greater Western Limited and £10.0m (2012: £25.0m) was drawn
at 31 March 2013 by First Capital Connect Limited.

The Company is party to certain unsecured guarantees granted to banks for overdraft and cash
management facilities provided to itself and subsidiary undertakings. The Company has given certain
unsecured guarantees for the liabilities of its subsidiary undertakings arising under certain loan notes,
hire purchase contracts, finance leases, operating leases, supply contracts and certain pension
scheme arrangements. It also provides unsecured cross guarantees to certain subsidiary undertakings
as required by VAT legislation. UK Bus subsidiaries have provided unsecured guarantees on a joint
and several basis to the Trustees of the UK Bus Occupational Pension Scheme.

Certain of the Company’s subsidiaries have issued unsecured guarantees to the Company’s Sterling
bondholders and to lenders participating in the Group’s £822.5m (2012: £780.8m) syndicated
unsecured bank facility, to certain bilateral bank facilities for £436.9m (2012: £397.3m) and to senior
unsecured loan notes for £98.3m (2012: £93.3m).

In its normal course of business UK Rail has ongoing contractual negotiations with governmental and
other organisations.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF FIRSTGROUP PLC

We have audited the parent company financial statements of FirstGroup plc for the year ended
31 March 2013 which comprise the balance sheet, and the related notes 1 to 12. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is 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 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 AUDITOR

As explained more fully in the Directors’ Responsibilities Statement, the Directors are responsible for
the preparation of the parent company financial statements and for being satisfied that they give a true
and fair view. Our responsibility is 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 (APB’s) Ethical
Standards for Auditors.

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of: whether the
accounting policies are appropriate to the parent company’s circumstances and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
Directors; and the overall presentation of the financial statements. In addition we read all the financial
and non-financial information in the annual report to identify material inconsistencies with the audited
financial statements. If we become aware of any apparent misstatements or inconsistencies we
consider the implications for our report.

OPINION ON FINANCIAL STATEMENTS

In our opinion the parent company financial statements:

• give a true and fair view of the state of the parent company’s affairs as at 31 March 2013;

• 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

In our opinion

• the part of the Directors’ Remuneration Report to be audited has been properly prepared in
accordance with the Companies Act 2006; and

• the information given in the Directors’ Report for the financial year for which the financial
statements are prepared is 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, in our opinion:

• adequate accounting records have not been kept by the parent company, or returns adequate for
our audit have not been received from branches not visited by us; or
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• the parent company financial statements and the part of the Directors’ Remuneration Report to be
audited are not in agreement with the accounting records and returns; or

• certain disclosures of Directors’ remuneration specified by law are not made; or

• we have not received all the information and explanations we require for our audit.

OTHER MATTER

We have reported separately on the Group financial statements of FirstGroup plc for the year ended
31 March 2013.

Graham Richardson (Senior Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor

London, United Kingdom

20 May 2013
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Printed by RR Donnelley, 528580
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