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FirstGroup plc (First) commissioned csrnetwork to provide
independent assurance over the information and data within the
First 2004 Corporate Social Responsibility Report (the Report).
The objectives of the assurance process were to check claims
and to review the arrangements for management of social,
health & safety and environmental issues and the systems

for the collection of data at a group and divisional level.
csrnetwork took account of the principles underlying the
AA1000 Assurance Standard in designing the assurance
process. The Report is an internet-based .pdf, with a hard
copy Summary Report also available. The assurance process
covers both versions of the report. Any financial information
contained within the reports is excluded from the scope of

the assurance process.

Responsibilities of the Directors of FirstGroup plc and the
Assurance Providers

The directors of FirstGroup plc have sole responsibility for

the contents of the report. This statement represents our
independent opinion. We were not involved in the preparation
of any part of the Report and have no other contract with First.
This is the second year that we have acted as independent
assurance providers for First. We adopt a balanced approach
towards all First stakeholders and a Statement of Impartiality
relating to our contract with First will be made available upon
request. The opinion expressed in this assurance statement
should not be relied upon as the basis for any financial or
investment decisions. The independent assurance team for
this contract with First comprised Lucy Candlin, Mark Line
and Vicky McAllister. Further information, including a statement
of competencies relating to the team can be found at:
www.csrnetwork.com.

Method

The independent assurance process was conducted through
meetings in the UK with directors and managers at corporate
and business level responsible for areas of management and
stakeholder relationships covered by the Report; and for
collecting, collating and reporting the data and information
upon which the Report text and data are based; for the US,
assurance was undertaken by teleconference meetings with
senior management for each of the three US businesses.
During these meetings claims, issues identification and
stakeholder engagement processes were discussed and a
review was undertaken of the systems and controls in relation

to data collection, analysis and internal assurance. Meetings
included the Chief Executive Officer, the Chair of the CSR
Committee, the relevant US Vice Presidents, and Directors
within the UK Rail (First Great Western) and UK Bus
businesses. For the UK, the assurance process also included
document review and sample testing of database and
spreadsheets. The purpose was to collect evidence in order
to assess the Company’s reporting and management processes
against the principles of materiality, completeness and
responsiveness as described in the AA1000 Assurance
Standard. In addition, the role of First's Internal Audit function
was reviewed in relation to internal assurance processes.

We have not contacted First's stakeholders directly, but we did
carry out a review of First’s consultations with its employees and
customers; and a review of publicly available information on
CSR issues in the transportation sector.

Opinion

On the basis of the method and scope of work undertaken,
the internal assurance processes and the information provided
to us by First, we have found that overall the Report presents
an accurate description of the Company’s performance;

we highlight below our comments in relation to the reporting
systems and processes.

There has been steady progress since last year with the
development of performance management and reporting
systems and processes. For environmental compliance the
data and the processes underlying collection and assurance

at Group and Business level are in general robust. Achieving
consistency of definitions for environment between the UK and
US, and for key data sources between environment and health
and safety could enhance reporting. The Company is still
developing its reporting systems and controls at Business level.

From the evidence reviewed during the assurance process, it is
clear that First is undertaking many of the actions that would be
expected of an organisation striving to improve its corporate
social responsibility performance, not least because the issues
are closely aligned to core business requirements.



Our observations against the AA1000 Assurance Standard
principles are as follows:

Materiality

We consider that the majority of relevant issues have been
identified in the report, although in some cases e.g. sustainable
transport and social inclusion, a clear discussion of the issues
in relation to the transport sector at the start of the Report would
place later references in context.

Building on work over the last year, the Report describes
issues and performance in relation to an overarching strategy
and vision for corporate responsibility. Going forward this will
provide a clear framework for demonstrating how performance
is being managed and a reference point against which
achievements can be measured. It will be important to
demonstrate how this strategy is being applied in the US

as well as the UK.

Completeness

We consider that the Report is complete in all its material
aspects and where there are gaps, these have been identified
within the Report. In relation to the US, there is further work

to be undertaken in enabling the reporting of relevant
environmental and community data. In the UK, objectives are
in place to enhance the collection and analysis of data in
relation to employees.

Responsiveness

First undertakes a wide range of stakeholder dialogues as part
of day to day business, particularly in relation to customers,
employees, the Government and regulatory authorities; the
results of engagement inform business planning and
development decisions. This is both reactive and proactive,

Mark Line Director

csrnetwork
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with processes co-ordinated at Divisional level (for UK Bus) and
at an Operating Company level (for UK Rail and the US); there
is no Group-wide co-ordination of engagement.

Recommendations for the future

On the basis of our review we have made recommendations to
First for both the evolution of their reporting processes and their
performance management processes.

Key recommendations include consideration of:

= Providing information on the alignment of CSR
governance and risk management.

- Setting the Group’s performance in the context of the
UK Government's Quality of Life indicators to show the
impact of First's performance in relation to the overall
UK target footprint.

- Evolving reporting processes to include Group-wide
reporting guidance, common approaches, systems
and sources of core denominators such as passenger
journey numbers.

= Providing more explicit alignment/integration of

internal CSR assurance with mainstream business risk
management and internal control assurance.

M landi )

Lucy Candlin Project Manager

\ MANEE

Vicky McAllister Assurer



As a leading international public transport provider we continue
to contribute towards sustainable development by encouraging
alternatives to the car thereby improving the environment,
reducing road congestion, vehicle emissions and the number
of road traffic accidents. We also play our part in the wider
community by engaging with and responding to our customers
and their elected representatives.

The safety and security of our staff and passengers remains our
highest priority. We continue to develop our total safety culture
and have strengthened our management structure to give
greater emphasis to managing safety and other Corporate
Social Responsibility issues. We want our safety culture to
permeate every level of our Company from the Executive Safety
Committee that reports to our board through to every employee
at every one of our companies.

We continue to invest in staff development as we recognise
that this is essential if we are to deliver high quality services

to our customers, to make our Company the employer of choice
in our industry and to continue to grow our business.

Again this year we have set ourselves challenging targets to
improve our performance in the vital areas of health and safety,
environment, our people and our customers. We will continue to
monitor our progress against our targets and report our results
again next year.

The continuing success of our Company would not be possible

without the commitment of our staff. | would like to thank them
for their hard work and dedication.

Moir Lockhead
Chief Executive




FIRST VALUES

By aiming for the top in everything we do - and helping each
other - we can deliver the highest levels of safety and service
and give greater customer and employee satisfaction.

We will share all the success of our Company, and reach

our destination as the number one transport provider.

The values we share unite our organisation. In everything we do we should ensure that we bring our First values to life.

Safety

Safety is our number one
priority. Every First employee
has a responsibility for safety.
The right attitude towards
safety and putting in place
the right policies, procedures,
equipment, training and
support will help us live the
safety culture.

Customer Focus

We want to deliver the
perfect journey to all our
customers. No one should try
harder for our customers than
our employees. Our people
must be dedicated and
passionate about customer
service, they must receive
training and support and
their efforts must be valued.

Professional and
Trustworthy

We should deal with each
other and our customers in a
professional and trustworthy
manner. By treating each
other as equals and dealing
with situations in an honest
and professional manner we
will gain respect from our
customers and colleagues.

Progressive

Forward thinking, innovative
and enthusiastic and
possessing a “can do”
attitude are qualities we really
value in our employees.

Continuous Improvement
We will never stand still - we
will always get better. Getting
the simple things right day

in day out really matters.
Continually improving the
way we work makes a huge
difference to our customers,
staff and the success of our
Company.

Environment

As a public transport operator
we have a unique opportunity
to improve the environment in
which we live by helping to
reduce traffic congestion and
air pollution and conserve
scarce resources by offering
a real alternative to the car.
We also aim to reduce the
environmental impacts of

our operations through
reducing resource usage
and minimising risk, leading
to greater efficiency in

the business.

Community

We take our role in the
community seriously. We want
to play our part in promoting
socially inclusive policies,
encouraging the young and
disadvantaged, and helping
older members of the
community and the disabled.



This report covers all our UK operations apart from the rail
franchises we started to operate during the year namely,
TransPennine Express and Hull Trains, First Great Western Link
and GB Railfreight. Since April 2004 we are no longer operators
of the First Great Eastern franchise but report on its
performance during the last twelve months, apart from their
environmental performance where our data sets are incomplete
due to the franchise changes. For the first time this year the
report also covers our North American operations.

This report covers the period April 2003 to March 2004, all data
presented in the report covers this period unless otherwise stated.

What Corporate Social Responsibility Means to Us

As a major public transport operator we have a central role to
play in supporting the Government in delivering its transport
strategy. An important objective underlying this strategy is to
make transport more sustainable by balancing the need to
travel with the need to improve quality of life. This involves
actively promoting initiatives that reduce congestion, improve
local environments and encourage healthier, safer lifestyles.

The development of bus and rail travel to become an attractive
alternative to the car is central to achieving these aims. Our
business objectives are built around improving the quality of
public transport and thereby attracting more people to use our
services. This covers not only the general public but also
school children through the development of the yellow school
bus schemes, and businesses, through our green travel plan
initiatives. As such our business supports the delivery of a
sustainable transport strategy.

The Mobility and Inclusion Unit within the Department of
Transport is also working to promote socially inclusive transport
by examining the transport needs of different social groups.
We believe we have a role to play in supporting better
understanding of these issues and in developing a more
socially inclusive transport network. We have introduced the

use of demographic software packages to the business which
allow us to highlight areas where transport links need to be
improved to ensure greater access by those who most rely

on our services. We are also looking at Demand Responsive
Transport, where services do not necessarily operate to
schedule but on an as required basis, for rural areas.

The nature of our business is such that both our business
objectives, and the way we conduct our business, involves

the full integration of Corporate Social Responsibility values
into the day to day management of our operations. This must
be linked to effective communication with our key stakeholders,
as meeting their expectations will be essential to achieving

our aims.

Corporate Social Responsibility is an integral part of our
Company vision and values and we believe that achieving
our vision will not only enhance our performance as a
Company but will also deliver positive social benefits.

We deliver a service that provides people with flexibility in how
they travel. We are a labour intensive industry providing an
opportunity for job creation. Increased use of trains and buses
and a shift from car use will reduce congestion, making our
roads and communities safer and improve the environment
through a reduction in air pollution.

Our Management Framework

There is an Executive Board Member responsible for
Corporate Social Responsibility. This year, in order to
strengthen our management structure, we established a
Corporate Social Responsibility Steering Group chaired by
the responsible board member. Through the Steering Group
we have started to develop a clearer strategy for managing
Corporate Social Responsibility issues and integrating them
in a more cohesive way into the broader Company
management framework. This work has started with an
identification of the key CSR issues for the Company, our
achievements and challenges and the establishment of high
level, long term goals.

The findings of our stakeholder engagement programme and
Company risk assessment were fed into this process. Our next
step is to identify how we will integrate these issues and the
achievement of these goals into our broader management
framework and improve communication of our strategy and
vision throughout the Company.



Safety issues for both the UK and US operations are reported
to the board through the Executive Safety Committee chaired
by the Group Chief Executive. There is a supporting safety
structure which includes representatives at regional,
company and site level. The safety structure and associated
responsibilities are more fully described in the Company
health and safety policies.

In the UK, environmental performance is reported directly to
the Executive Management Board via the Environmental and
Property Projects Director. Again there is a supporting structure
with environmental representatives operating at each level in
the Company. In the US, overall responsibility for environmental
issues lies with the Company President and Chief Operating
Officer. Localised responsibility for environmental issues lies
with the contract manager at each location.

This year in the UK we have appointed Human Resources
Directors within both Rail and Bus Divisions to strengthen the
management of people issues and provide greater consistency
in approach across the UK. The new Directors are responsible
for developing and driving our people strategy for
implementation at local level. Human Resources management
information such as employee survey data, driver recruitment
and retention data and training and development activity are all
reported to the board and during the next 12 months we intend
to strengthen this reporting to provide more comprehensive
Group-wide Human Resources information to Board Directors.

In the US each of our three operating companies has a Director
or Vice President of Human Resources who has responsibility
for policy and strategy development at corporate level. Our
Human Resources policy is implemented locally through the
associated management structure.

Key customer data relating to reliability, punctuality and
customer survey results are also reported to the board. As part
of recent restructuring, we have appointed a Commercial
Director who will be responsible for driving the development

of customer initiatives within the UK bus division.

In the US our relationships with our customers differ slightly
from the UK as there we operate services on behalf of the
transport operators who ultimately manage the transport
networks. In the US Operations Directors for each business
lead the management of our customers. Customer based
initiatives in the US are largely focused on delivering the

services required by our clients within the parameters set by
our contracts. Our key performance indicators therefore vary
from contract to contract and are currently largely managed at
local level, although there is a move to develop ways of
monitoring performance across the companies.

Data Management and Reporting

The data presented in this report is gathered through the
company data management and reporting systems. Operating
over 600 properties, data gathering is a challenge and we

are continually working to improve our data management

and reporting processes. Through an on-going data checking
process we have in some cases identified discrepancies in
the data reported in last year’s Corporate Social Responsibility
Report which have been amended accordingly in this

year’s report.

Structure and Content of This Report

This report is structured around four themes; safety,
environment, team and customer, which also incorporates
community. Within each of these sections performance data for
the UK and US is presented separately. In the case of the UK,
data is in some places broken down between rail and bus
where this is considered appropriate. In relation to the US,

we report on each of our three operating businesses separately
due to the differences in their structure and operations.

In addition to this report there is also a Summary Report which
is available in printed format and can be obtained from our
Group Corporate Communications Department.
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UK Bus

We are the UK’s largest bus operator, running more than one
in five of all local bus services and carrying over 2.8 million
passengers every day. 80% of our operations are in urban
areas where the bus is the most effective means of tackling
traffic congestion. We are working in partnership with local
authorities and other stakeholders to provide the best possible
service for passengers.

UK Rail

We operate passenger and freight services in the UK.

Our passenger operations include inter-city (First Great
Western, TransPennine Express and Hull Trains), London
commuter (First Great Western Link) and regional (First North
Western). We commenced operation of the new TransPennine
Express franchise, with our partner Keolis, on 1 February 2004
and First Great Western Link, the suburban services into
London Paddington, on 1 April 2004. We also operate freight
services through GB Railfreight.
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KEY TO US OPERATIONS
Puer;o Rico
First Student -
B First Transit

B First Services

First Student is the second largest provider of yellow school
buses in the USA and the third largest in Canada. Operating
over 17,400 school buses it transports over one million students
every day.

First Transit is the largest private sector provider of urban
bus services in the US, managing public transport systems

on behalf of cities such as Houston, Los Angeles and Denver.
We also manage call centres, paratransit operations and other
related light transit activities.

First Services is the largest private sector provider of vehicle
maintenance and ancillary services in the US. As well as
maintaining vehicle fleets and equipment for public sector
customers such as cities, counties, fire and police departments,
we also operate a specialist business which provides a full
turnkey operation, fitting communications equipment to
emergency service vehicles.



ACHIEVEMENTS

- Robust management system for safety with board leadership.

Established arrangements for compiling and evaluating safety performance data.
Integration of US and UK safety reporting to the board.

Demonstrable improvements in safety performance.

Industry leadership in reducing SPADs.

SAFETY

>
>
>
>
*SPADs - Signals Passed At Danger

ACHIEVEMENTS

= Robust structure for environmental management reporting to the board.

- Established arrangements for compiling and evaluating environmental performance data.
- Established methods for undertaking emissions calculations.

= Significant investment in new lower emission fleet.

- Use of ultra low sulphur diesel throughout our UK bus fleet.

- Three 1ISO14001 accredited companies.

- Development of an environmental audit programme covering all companies.

- Environmental training programme.

ENVIRONMENT

Detailed and regular assessment of employee views and attitudes.

In depth understanding of reasons for driver turnover.

Well developed programme of S/NVQ and BTEC courses for drivers.

Programme of developing workplace learning schemes with positive uptake.
Developing “Total Rewards” initiative.

Implementation of a confidential hotline and reporting system for staff to report fraud
and safety issues.

Employee directors on subsidiary company boards. A plc board member elected
by the company employee directors.

ACHIEVEMENTS

Well established and effective quality partnerships in all the main operating areas.
On-going engagement with our customers through a range of stakeholder fora.
Stakeholder boards for all the railway companies.

Well established customer survey processes.

Significant investment in development of ways to improve the punctuality of buses.
New technology methods for monitoring bus service reliability.

Leading edge technology to provide information about services.

Demonstrable progress in the development of green travel plan initiatives.
Improvements in train company performance in relation to punctuality and reliability.

CUSTOMER

Extensive investment in the rail division on providing customer service training for staff.
Involvement in bus rail integration initiatives.
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ACHIEVEMENTS

- Use of mapping packages to plot bus routes against demographic criteria.
Development of pilot US yellow school bus services in the UK.
Development of partnerships to support rural communities.

Community support through local company initiatives.

Membership of Business in the Community.
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ACHIEVEMENTS
- Development of a programme of supply chain audits covering environmental
and, where appropriate, social issues.




CHALLENGES

- Maintaining continuous improvements in safety performance
throughout the Company.

- Building a more robust safety culture in our UK Bus Division.

- No staff or passenger fatalities.

- Achieving zero SPADs.

CHALLENGES

- Achieving significant reductions in resource use.

- Reducing waste arising and improving recycling rates.

= Continuing to achieve emissions reductions.

- Integration of environmental considerations into supply
chain management and purchasing decisions.

- Full integration of US operations and new rail franchises
into the environmental management framework.

To strengthen our people management framework to develop
a positive and productive working environment.

To achieve greater consistency in the management of people
processes across the business.

To communicate effectively the Company goals and direction.

To improve the employee attitude survey ratings.
To achieve significant reductions in bus driver turnover.
To achieve greater diversity in the workforce.

CHALLENGES

- To increase passenger numbers.

- To exceed Traffic Commissioner targets for bus punctuality
and reliability and Transport for London reliability and
frequency targets.

- To exceed SRA targets for punctuality and reliability.

- To exceed SRA targets for customer satisfaction measured
through surveys.

- To engage local authorities to support bus priority
measures leading to greater reliability.

*SRA - Strategic Rail Authority

CHALLENGES

- To demonstrate the provision of an inclusive service
across the business.

- Build the relationship with Business in the Community.

- Obtain local authority support to extend US yellow
school bus services.

To integrate consideration of environmental and
social issues into the purchasing process.

5 YEAR GOALS

- To continue to improve our safety performance reflected in reductions in staff
injury/accident rates year on year.

- To continue to improve the safety of our passengers by reducing the risk of injury.

- To reduce the risk to our staff of suffering physical and verbal assault.

- To reduce precursors to catastrophic accidents in the Rail Division.

5 YEAR GOALS

- To continue to achieve reductions in resource use year on year.

- To reduce overall waste arising and to increase the proportion of waste reused/recycled
year on year.

- To achieve the standards of ISO14001 across all our businesses.

- To reduce our emissions profile year on year.

- To achieve modal shift away from car use in key areas of our business.

- To continue to support initiatives to research and trial the use of alternative fuels to assess
commercial viability and future opportunity.

To become the employer of choice in our industry.

To maintain continuous improvement in our employee attitude survey ratings.

To reduce the turnover of our bus driving staff to service sector average.

For all driving and engineering staff to have an NVQ or equivalent or be working towards one.
For all our UK Bus Division staff to have access to Work Place Learning centres.

To monitor and increase the diversity of our workforce to reflect the diversity of the
communities within which we operate.

For all of our people to have an annual review with their line manager.

5 YEAR GOALS

- To achieve year on year growth in passenger numbers.

- To exceed Traffic Commissioner, Transport for London and SRA targets for reliability
and punctuality.

- To deliver a high quality customer service throughout our operations measured
through customer surveys.

- To exceed SRA targets for customer satisfaction measured through surveys.

- To continue to improve the accessibility of information.

- To continue to support development of links between bus and rail.

5 YEAR GOALS

- To apply the use of demographic packages to services across the business.

- To develop ways to effectively measure the inclusivity of services across the business.

- To develop the relationship with Business in the Community to determine ways in which
First can further support the community.

- To continue to expand our US yellow school bus services.

To build assessment of social and environmental issues into the procurement process.
To build relationships with our key suppliers to identify ways to improve our environmental
performance and reduce our environmental and social risks.



In addition to formal customer surveys which are conducted

on a regular basis in both our UK Bus and Rail Divisions we
maintain regular dialogue with key customer groups such as
the National Federation of Bus Users and the National Rail
Passenger Council, and related groups such as Transport 2000
and Rail Futures with whom we hold stakeholder forum every

3 to 4 months. Similar meetings are held with our Rail User
Groups and the Passenger Transport Executives.

In the Rail Division we have led the industry in establishing
Stakeholder Advisory Boards for our rail companies, which
represent a range of interested people who meet regularly
providing the Operating Company with an outside view of

their activities.

In the Bus Division we have established an on-going programme
of Stakeholder fora. These present the opportunity to discuss
local issues with stakeholders and are attended by senior
directors of the Company. Representatives from local authorities,
local businesses, statutory bodies, user groups and the media
are encouraged to attend.

We also engage with our customers on a less formal basis
through “Meet the Manager” sessions and use “mystery
shoppers” to retain an outside view of our service.

In North America, where we provide a service under
contract to our customers, we meet with them
regularly through monthly or quarterly meetings
depending on the business and contract.
The engagement programme is designed
to maintain a continuous assessment of the
quality of service we provide and to identify
any problems at an early stage of development.

A

The North American companies have in some cases begun
to introduce more formal customer surveys on a trial basis
and it is anticipated that these initiatives will continue.

A close working relationship with both national and local
government is essential to ensuring delivery of our service.

We maintain a constructive dialogue with government
departments and the Strategic Rail Authority at a national level,
and with Passenger Transport Authorities and local authorities
at a regional/local level. Within the Bus Division we are actively
working with the government to find ways of improving delivery
of bus priority measures which will deliver faster and more
reliable bus journeys.

More recently we have initiated dialogue with civil servants on
how we can assist local authorities and national government in
tackling aspects of social inclusion. To this end we have held
transport and social inclusion seminars with stakeholder groups
and interested parties with the aim of identifying how we can
serve these communities better.

We have developed strong partnerships with our trade unions
at both local and national level, leading to joint working across
a range of issues including education, staff welfare, and
employee benefits. We also undertake a wide range of formal
and informal staff meetings and regular employee satisfaction
surveys and staff focus groups to obtain employee feedback.
The results of the staff surveys are an essential management
tool, used to identify and prioritise areas for improvement.

An employee director sits on all our subsidiary company
boards apart from Hull Trains and GB Railfreight. Every
three years the company employee directors elect one
of their number to serve as employee director

on the plc board.

In North America we have arrangements
within all the operating companies for regular
communication between staff and their
managers. Again, following the example in
the UK a number of companies are trialing
the introduction of more formal employee
satisfaction surveys.
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Corporate Social Responsibility Report 2003/04 - Safety First

SafetyFirst

Safety is our number one priority. The safety of our staff
and passengers is of fundamental importance to us

and underpins everything we do.

03/04

ANNUAL TARGETS

Bus Division
> Reduce staff accidents by 12% averaged across
all bus depots from 2002/03 figures.

PROGRESS

During the last 12 months we have achieved a 9% reduction
in staff accidents which is just short of our target.

> Reduce passenger and non-passenger accident
rates from 2002/03 figures.
Rail Division

> No accidental passenger or employee fatalities.

Passenger accident rates have reduced by 9% and
non-passenger accident rates by 10%.

Unfortunately during 2003/04 there was one passenger fatality,
which was not found to be related to the environment at the
station or any fault of the Train Operating Company.

- Reduce assaults on staff by 10% of April 2002 rate.

LONG TERM TARGETS TO BE ACHIEVED BY 2009

- * Reduce the risk of passenger major injury to no
greater than 1 in 7.5 million passenger journeys.

The level of assaults on staff rose by 22% during the last
12 months and is 31% higher than the April 2002 rate. This has
been driven by a large increase in the number of verbal assaults.

During the last 12 months there were 15 passenger
major injuries which equates to a rate of 1 in 7.8 million
passenger journeys already in line with the 2009 target.

- * Reduce the risk of employee major injury to
no greater than 1 in 750 employees per year.

There were 13 employee major injuries which equates to
a rate of 1 in 570 employees.This is the same rate as 2002/03
and further work is required to meet the 2009 target.

* These targets are those set for the industry by the Railway Safety and Standards Board to be met by March 2009.

04/05

UK - ANNUAL TARGETS

Bus Division
- Reduce staff accidents by 15% averaged across
all bus depots.

- Reduce passenger accident rates caused by
vehicle incidents from 2003/04 figures.
Rail Division

2> No accidental passenger or employee fatalities.

> Reduce assaults on staff by 10% of April 2002 rate.

LONG TERM TARGETS TO BE ACHIEVED BY 2009

- Major injury rates of no more than 1 in 7.5 million
passenger journeys.

= Major injury of employees no more than 1 in 750
employees per year.

US - ANNUAL TARGETS

First Student
- Reduce employee injuries by 15%.

- Reduce vehicle collisions by 25%.

First Transit
- Reduce vehicle collisions by 15%.

N7

Reduce lost-time injury rate by 15%.
- Reduce passenger injury rate by 15%.

First Vehicle Services
- Improve the overall company safety performance.

v

Reduce work related illness and injury rate.

- Improve employee awareness and involvement
in the safety programme.

13



Corporate Social Responsibility Report 2003/04 - Safety First

Train and bus travel are amongst the safest forms of transport.
The safety of our staff and passengers is of fundamental
importance to us and underpins everything that we do.

OUR MANAGEMENT FRAMEWORK
The Group Chief Executive leads safety
development within the Company
through the Executive Safety Committee
which is supported by a safety
management structure. We actively
promote third party input to the
development of our safety programme.
An external validator attends our
Executive Safety Meetings every three
months to provide input and comment.
In addition we have recently appointed
an external safety auditor to undertake
annual independent health and safety
audits in the Bus Division.

Two years ago our North American
business established an equivalent
Executive Safety Committee charged
with giving greater leadership, clarity
and definition to the safety culture of all
our North American businesses. The
committee is led by the President of
FirstGroup America, who meets monthly
with executives from each business to
establish common benchmarks for
safety reporting and actions that will
reduce or eliminate safety issues
confronting the businesses.

Both the North American and UK
businesses report safety statistics
monthly to the Executive Management

and plc boards via the UK Executive
Safety Committee. The safety plans
are closely linked, driving improvement
through the identification of both long
and short-term safety targets and
associated action plans.

We assess safety performance against
a range of performance indicators
including staff accident data and
assaults on staff. We also record
accident data relating to our
passengers. Although bus travel is

one of the safest modes of transport,
where road traffic accidents do occur
they are the major cause of injury to

our passengers and staff. Improving
passenger safety is central to our vision.
We maintain records of every road traffic
accident, whether or not it is our fault,
including records of any passengers
injured during the accident.

This year in the UK we have also been
involved in setting up the Confederation
of Passenger Transport’s Safety and
Environment Group. This group will
collate accident statistics to assess
trends and enable benchmarking of
safety performances and will also allow
the sharing of good practice across the
bus industry.

OUR SAFETY
PERFORMANCE
- UK OPERATIONS

BUS DIVISION

In the Bus Division safety improvement
targets and initiatives are established
by the Bus Safety Council. We also set
safety targets for individual depots.

Staff Safety

We continue to work to improve our
safety performance and reduce staff
accidents and have achieved some
significant improvements in performance
over the last few years.

The number of major accidents within
the Bus Division for the 2003/04
reporting period showed a reduction

of 33% compared to last year. Lost time
accidents showed a reduction of 21%
and all accidents per 1,000 employees
a reduction of 9% on last years figures.

Staff Accident Statistics
PER 1,000 EMPLOYEES

AVERAGE NO. OF ACCIDENTS

01/02 177
02/03 176
03/04 160

AVERAGE NO. OF LOST TIME ACCIDENTS
ovo: Y

We continue to monitor the major factors
which contribute to lost time accidents
and record the number of lost time
accidents attributable to physical
assault, injury while driving and slips,
trips and falls which represent our main
causes of injury. We have reduced the
number of accidents occurring in all
these categories in particular injury while
driving which may reflect the increased
emphasis we have placed on route risk
profile training and driver training.
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Lost Time Accidents
CAUSE OF INJURY

PHYSICAL ASSAULT
02/03 218
03/04 169

PERCENTAGE DIFFERENCE 22%

INJURED WHILST DRIVING

02/03 222
03/04 1)

PERCENTAGE DIFFERENCE 37%

SLIPS, TRIPS AND FALLS

02/03 154
03/04 112

PERCENTAGE DIFFERENCE 27%

Our initiatives for improving staff safety
over the coming year are built around
further standardising processes and
training across the business to build

a more consistent safety culture. More
specifically these initiatives include:

= To review the organisation
safety structure to focus on
major risk areas and to deliver
a more consistent health and
safety management across the
Bus Division.

- To develop and issue generic
safe systems of work and risk
assessments.

= To extend the implementation
of the route hazard analysis
procedure across the Bus
Division.

= To roll out a structured delivery of
core training to all staff.

Safety Training

As a major part of our safety strategy

we continue to place a high emphasis
on staff training and awareness.
Alongside the core safety training a
number of safety training programmes
are on-going. These include: DVD based
training on a variety of safety topics, risk
assessment training, route risk profile
training and safety management training.

Safety Auditing

To further improve safety performance
each bus company has a programme
of safety audits. In addition, a key
component of safety management within
the Group is a continuous programme
of behavioural safety audits conducted
by Senior Directors within the Company
including the Chief Executive.

Our target for the past 12 months was
144 behavioural safety audits to be
conducted by Senior Directors. We
actually carried out 179 audits, which
reflect the level of Senior Management
commitment to this issue.

Physical Assaults on Staff

Like many other public service sector
employees, our staff face the risk of
being assaulted at work by members
of the public. The reasons for this remain
under on-going review. For the period
2003/04, the number of physical
assaults on staff leading to lost time
showed a reduction for the third year
running, with current figures showing
a 22% reduction on those for 2002/03.

Number of Physical Assaults on
Staff Leading to Lost Time

YEAR

01/02 222
02/03 218
03/04 169

Over the last 12 months we implemented
further control measures and initiatives
to help combat assaults on staff
including:

= conflict avoidance training,

- installation of cab screens to
protect drivers,

= greater liaison with the police,
= greater use of CCTV, and

- a more determined approach to
both civil and criminal prosecution
of assailants.

These actions, together with further
initiatives, such as changes to routes
and physical changes to bus designs,
improve staff protection and deter
staff-passenger conflicts.

However, as long as there remains a risk
of physical assaults on our employees
we will look at new ways of improving
their safety. A policy on managing

the risk of assaults has been devised

to adopt consistency of approach
throughout the Bus Division. The policy
takes forward the good practice and
initiatives already established.

22%

reduction in physical assaults
on staff in the UK Bus Division.
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Bus Passenger Safety

Road Traffic Accidents
PER MILLION MILES

YEAR

g
oai0a

Bus Passenger Accidents
PER MILLION PASSENGER JOURNEYS

YEAR

03/04

The number of road traffic accidents
reduced by 7% in the last year and the
number of passenger accidents per
million passenger journeys reduced

by 9%.

Examples of initiatives we have
implemented to improve passenger
safety include:

Alcohol Testing

Our target for random alcohol testing
over the past 12 months was set at 10%
of employees. In the year to date, 14%
of employees have been tested with
99.83% of the tests producing negative
results.In addition:

Route Risk Assessment

Last year we reported on the
introduction of a pilot Route Risk Profile
project ( now called Route Hazard
Analysis) which was undertaken in
Bristol and South Yorkshire. The Route
Hazard Analysis involves assessing bus
routes to identify hazards along the road
such as steep cambers, parked cars,
schools etc. This information is then
incorporated into the driver training
programme. This project proved highly
successful and we are now in the
process of rolling it out across the Bus
Division. We have developed training
programmes and toolkits to support the
roll out and progress will be carefully
monitored to ensure that the major risks
are identified and controlled.

RAIL DIVISION

The licence of each Train Operating
Company is dependent on having a
Railway Safety Case. They are approved
by the Health and Safety Executive and
fundamentally describe the operation
and our competence and capability

to run a safe railway. They include
such things as our maintenance policy
and full details of how we manage

our drivers.

The Railway Safety Case is supported
by documents such as the Annual Safety
Plans, which provide analysis of safety
performance, set long and shorter-term
targets and assign actions to deliver the
continuous improvement we seek which

are reflected in each Train Operating
Company Safety Plan.

During 2003/04 there have been a
number of changes to the businesses
we operate including the introduction
of TransPennine Express and the
acquisition of GB Railways. Safety data
for these franchises is incorporated into
the data reported below from the date
First took over the franchise.

The data presented below is however
normalised against staff numbers which
will take account of these changes in
the year on year comparisons.

The targets in the Annual Safety Plans
are driven by and reflect industry targets
set by the Railway Safety and Standards
Board.

Staff Safety

Staff Accidents Statistics
PER 1,000 EMPLOYEES

ALL ACCIDENTS

01/02 145.2
02/03 141.3
03/04 diEf AL

LOST TIME ACCIDENTS

01/02 3

02/03 17

[
3]
i
o
o
)

03/04

Within the Rail Division we have
achieved reductions in employee lost
time accidents of 15% during the last

12 months. Total accidents per 1,000
employees have reduced by 4%. We
aim to continue to reduce staff accidents
through consistent delivery of risk control
measures and implementation of new
initiatives which include gaining an
improved understanding of the causes
of accidents, in particular relating

to health, fatigue and stress. This
information can then be used to identify
specific actions in relation to these issues.
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Safety Auditing

We wholeheartedly support the
objectives Lord Cullen expounded in his
report into the Ladbroke Grove accident
of the need for visible senior
management commitment, safety
leadership, the involvement of staff at all
levels and good communication. These
issues are very much the foundation

of our safety management approach.

In the same way as for the Bus Division,
we maintain a continuous programme
of safety audits conducted by senior
Directors including the Chief Executive.
All our Executive Directors, Rail Division
Directors and Train Operating Company
Directors have received training in
carrying out these audits. The
arrangements for auditing are detailed
in each Train Operating Company’s
Railway Safety Case. We believe that
spending adequate time discussing
issues with front-line staff is vital to
delivery and maintenance of the safety
culture of the Company.

The effectiveness of the safety strategy
is monitored through independent
audits, the staff satisfaction surveys
described in the team chapter and
discussions held with staff and other
stakeholders during behavioural safety
audits and meetings with passengers.

Assaults on Staff

Assualts on Rail Staff
PER 1,000 EMPLOYEES

PHYSICAL ASSAULTS
03/04 329
VERBAL ASSAULTS

01/02

03/04

The risk of assault is also an issue faced by
our rail staff. Unfortunately the number of
physical and verbal assaults experienced
by our rail staff this year has increased
due to a significant increase in verbal
assaults. The frequency at which our staff
are assaulted while carrying out their work
is of great concern to us. We do not
accept that verbal or physical abuse is to
be expected in customer facing roles and
take all action possible to protect our staff.

34% of all assaults involve violence with
21% being pushing, shoving or spitting,
1% relates to racial or sexual abuse.

Within the UK Rail operation close liaison
takes place with the British Transport
Police. Antisocial behaviour orders are
being used increasingly frequently for
known offenders, with some success.
Problem trains or stations are targeted
for additional security. This may include
provision of security guards or extra
staff, improved radio communication
within trains or CCTV coverage.

All Passenger Accidents
PER MILLION PASSENGER JOURNEYS

. Total Passenger Accidents (First)

8

YEAR  01/02 01/02 01/02 01/02 02/03 02/03

Q1 Q2 Q3 Q4 Q1

Total Passenger Accidents (National)

All our customer facing staff receive
conflict avoidance training to assist
them in dealing with potential conflict
situations.

Rail Passenger Safety

The total number of passenger
accidents has risen slightly when
compared to last year’s figures although
there is a longer term falling trend.

Rail Passenger Accidents
PER MILLION PASSENGER JOURNEYS

YEAR

oai0a

Our passenger accident rate however

compares well against other operators
and lies consistently below the national
rail rate.

Q Quarter

02/03  02/03  03/04  03/04  03/04  03/04
Q3 Q4 Q1 Q2 Q3 Q4
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Unfortunately during 2003/04 there was
one passenger fatality at a station, which
was not found to be related to the
environment at the station or any fault

of the Train Operating Company.

We believe there are actions that we can
take to help reduce unsafe behaviour
by passengers resulting in accidents

to themselves or others. For example
First Great Western has formed a
number of station safety and security
teams who will develop and implement
new passenger accident and security
initiatives. These include the plotting of
accidents to identify hot spots and the
setting of walking times from ticket office
to platforms to be communicated to
passengers to stop them rushing.

From 1 April 2004, First North Western
will introduce quality checks on alll
accident reports to review consistency
of managers’ actions, to develop more
proactive approaches to accident safety
management.

Risk of Train Accidents

The control of risk of a catastrophic train
accident continues to be a key priority
within the Rail Division. First Great
Western trains, alone amongst high-
speed operators, are fitted with
Automatic Train Protection systems
(ATP), the most effective train protection
system available. Company policy is
not to operate a train if the ATP system
is faulty and to terminate a train en route
if a fault develops. The Train Protection
and Warning System fitment programme
for all passenger trains is complete.

The First Great Western driver-training
programme has recently been awarded
the National Training Award for
excellence reflecting the way it provides
drivers with the knowledge and skills
needed to undertake their duties in a
safe and competent manner.

Signal Passed at Danger (SPADs)

Number of SPADs
PER 100 DRIVERS PER MONTH

First Great Western . First Great Eastern

. First North Western National Average

NUMBER OF SPADs
0.50
0.40
0.30
0.20
0.10

0
YEAR 01 02 03 04

We are a leading industry player in
reducing SPAD’s across the rail network
and we are proud to announce First
North Western won the prestigious
HSBC Rail Business Awards 2003 - Rail
Safety and Security Excellence for the
introduction of their SPAD management
programme and performance.

Part of our SPAD reduction programme
has been the introduction of three driver
simulators procured for First Great
Western. These are now in place and
being used for assessing and training
drivers on driving techniques for
situations they would rarely encounter
in their normal work such as defective
on-train equipment, flooding or animals
on the line.

Drugs and alcohol testing

As a further measure to improve
passenger safety we now perform
random tests for drugs and alcohol on
our key safety staff. Our target for 2003/04
was to test 7.5% of staff which we met

for all Train Operating Companies.

FNW FGE FGW

7.85 7.92 9.38

Security

We are conscious of the need to remain
alert to possible security threats related
to the operation of our railways.

We receive regular advice via the
Department for Transport’s security body
TRANSEC on alert and threat levels as
well as measures to reduce the risk.
TRANSEC have, for a number of years,
carried out audits of rail facilities and
their delivery of these risk controls.

We continue to consider appropriate
responses to security risks and adapt
our arrangements accordingly.
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OUR SAFETY PERFORMANCE - NORTH AMERICAN OPERATIONS

FIRST STUDENT

Staff Safety

During the last 12 months we have
been working hard to improve our safety
performance and have achieved some
significant improvements with a 32%
reduction in lost time accidents.

Staff Lost Time Accidents
PER 1,000 EMPLOYEES

YEAR
01/02 211
02/03 151

03/04 1.03

As part of obtaining a better
understanding of our accident profile
we also monitor the causes of lost time
accidents. From the data it can be seen
that fall/slip/trip is by far the most
common cause of accidents followed
by accidents caused during collision.

Causes of Staff
Lost Time Accidents

b [l FALUSLIPITRIP
ye 52

. IMPROPER LIFTING
3

PULL/PUSH/TWIST
1

- [l coLuision
29
CUT/LACERATION/

PUNCTURE
3

I AssauLT
8

ALL OTHER
26

This information is used to focus our The rate of vehicle collisions per million
training activity and safety initiatives. miles, although low, has increased over
Proposed initiatives for the coming year the past three years. Reducing vehicle
include: incidents is therefore a key element of

our improvement programme for the
coming year. Part of this programme is

2 Increased awareness training the extension of defensive driver training
regarding the dangers of wet, through the Smith System Defensive
untreated and uneven surfaces. Driving programme. We are increasing

the number of drivers certified to instruct
> Marking walkways in our yards this programme and the number of
more clearly directing the flow of drivers who pass through it.

pedestrian traffic.

Collisions & Passenger Accidents

= Creation of a “Wall of Fame” at PER MILLION MILES

each location to place the picture

of each employee who is accident VEHICLE COLLISIONS

those who submit safety

improvement suggestions that 02/03
e o ca0s

- PASSENGER ACCIDENTS
Staff Training

Training is a key component to any 01/02 0.58
successful health and safety strategy 0203 oS
and has been a main focus for First

Student this year. We place a high ozo4+ [

emphasis on staff training and
awareness and invest heavily in safety
training, incentives, programmes,
materials, tools, processes and
personnel. Regular “tool box meetings”
highlight improvements and safety
issues and ensure that the proper
procedures are in place.

Our maintenance staff receive a
programme of on-going training delivered
through a full time training manager.
Issues covered include vehicle servicing,
record keeping and safety issues
including handling of hazardous materials.

Passenger Safety

Transporting over 1 million students
each day across the USA and Canada
the safety of our passengers is of the
highest priority and is a key concern to
our stakeholders.
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Designing our Buses for Safety

Our yellow school buses are amongst
the safest passenger vehicles in the
world being purpose built for the
carriage of children. Safety features
include:

We also educate children on how to
safely board and ride on a school bus.

Driver Suitability

Driver suitability has been a significant
issue for us in recent years. We need to
ensure that our drivers are suitable to work
with children and drive our buses. To this
end we have developed an Internet based
programme containing driver data and
employment information. The programme
tracks the legal requirements of Federal,
State and local authorities and significantly
exceeds these requirements. The data

is stored in an accessible electronic
database easily audited at any time.

The information has been entered for
each location as part of a rolling
programme completed in March 2004.

In addition our drivers are subject to

an on-going programme of drug and
alcohol testing where we randomly test
employees each month. 50% of the
driving workforce is tested annually for
drug abuse and 10% for alcohol abuse.
10% of all other employees are tested
each month for drug abuse. Each year
First Student exceeds the minimum
statutory testing requirements.

FIRST TRANSIT

First Transit produces annual safety
plans specific to each location. This
ensures a thorough understanding of
site specific issues, but also allows an
overview of safety issues within the
Company as a whole. Each location
annually reviews its plans and identifies
high-risk areas. This information is used
to construct a safety plan for the
Company as a whole.

Staff Accidents

Over the last 12 months we have
experienced a 27% reduction in lost time
accidents compared to the April 02-
March 03 reporting period. Key
initiatives this year in relation to reducing
staff accidents have been updating our
safety manual and introducing monthly
conference calls with all location Safety
Managers to review performance and
share best practice. In addition, an
eight-hour training programme was
conducted for all Safety Managers on
Occupational Safety and Health
Standards.

Staff Lost Time Accidents
PER 1,000 EMPLOYEES

YEAR

01/02 3.60
02/03 4.29

03/04 3.14

Staff Training

An important part of improving safety
performance is staff training. One of our
main current initiatives in staff training
is the START programme. This is a
combined customer care and safety
programme which aims to train staff to
deal with physical or violent encounters
with dissatisfied customers.

Passenger Safety

During the last 12 months we have

seen a slight decrease (around 1.5%)

in vehicle collision rates per 1,000,000
miles although passenger accident rates
have increased by 3.4%.

Vehicle Collisions & Passenger
Accidents
PER MILLION MILES

VEHICLE COLLISIONS

01/02 20.52
02/03 18.76
03/04 18.48

PASSENGER ACCIDENTS

01/02 5.53
02/03 3.94
03/04 4.08

To address the passenger accident rate
increase, we have focused on improving
the quality of our road accident
investigations. The goal is to learn

from our mistakes and implement
measures to reduce the likelihood of
similar accidents occurring again in the
future. To assist us in this task we have
introduced the “Tap Root” programme
which is software designed to assist

the user in objectively analysing the

root cause of events. All our Safety
Managers have now received training

in the Tap Root programme and the
software will be purchased in April 2004.
It will be used to analyse the root cause
of collisions with the aim of devising
corrective action plans to reduce the risk
of similar incidents occurring in the future.
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FIRST VEHICLE SERVICES

First Vehicle Services are not bus
operators but perform a vehicle
maintenance service for the public
sector. The key safety performance
indicator for First Vehicle Services is
therefore staff accidents.

Staff Safety

In the same way as the other companies
First Vehicle Services produce an annual
safety plan. Our safety programme for
the next year includes the following:

= Continuous inspection
requirements to identify
safety hazards.

= Accountability for continuous
improvement of safety conditions
and behaviour at all levels.

= Training programmes for staff on
how to correct, prevent and
protect themselves from all
identified hazards.

= Reward and discipline measures
to ensure success of plan.

Last year's safety initiatives focussed on
improved awareness and information to
staff on safety related issues. Initiatives

have included:

- the use of Safety Alert Boards to
share experience across the
Company.

= transmission of daily Safety
Messages to maintain and raise
awareness of the issue of safety,
and

= the formation of a National Safety
Council.

The formation of the National Safety
Council has been an important
development for us. The Council meets
on a regular basis to continuously
evaluate and improve the Safety Plan
and identify ways to improve it. The
Council also has a key role in evaluating
and assessing accident data. In order
to determine:

= If an incident was preventable
or not.

- Root cause of the incident.

- Corrective action necessary to
eliminate a future hazard.

= Training necessary to eliminate
possibility of future incidents.

Our initiatives to improve staff awareness
have contributed to an overall reduction
in staff lost time accidents of 60% over
the last 12 months.

Staff Lost Time Accidents
PER 1,000 EMPLOYEES

YEAR

01/02 214
02/03 1.75

03/04 0.70

Next year we will continue to build
on the initiatives started this year,

in particular in relation to continuing
to increase staff awareness of safety
related issues.

Initiatives for next year include:

- Expanded online safety training.

= Improved safety incentive
programmes.

> Expanded and revised safety
training library programme.

= Expanded safety audit
programme.

- Enhanced programmes to
promote employee involvement.

60%

reduction in staff lost time
accidents in First Vehicles
Services.
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