

















FirstGroup plc is the leading transport operator in the UK and North America with revenues of over
£6 billion a year. We employ more than 130,000 staff throughout the UK and North America and

transport some 2.5 billion passengers a year.

Revenue
£2,333.7m

Operating profit
£233.9m

Employees
87,000

www.firstgroup.com/north_america

Revenue
£603.3m

Operating profit Employees
£23.9m 8,000
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www.greyhound.com or www.greyhound.ca

Revenue
£1,170.6m

\

Operating profit
£124.6m

\

Employees
25,000

\

www.firstgroup.com/ukbus

Revenue
£2,188.4m

Operating profit Employees
£92.6m 13,000
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www.firstgroup.com/uktrain

Where we operate
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Message from the Chief Executive, Sir Moir Lockhead OBE

The challenging economic climate

has continued throughout the last

12 months. We have achieved our target
to reduce our cost base by more than
£200 million as we matched service
provision to lower customer demand.
Inevitably this has demanded some
difficult decisions including the need to
reduce headcount across the Group

by more than 5,000 people. In addition
we had to reduce service frequency

or change routes in some areas,

which has impacted our customers,
our communities and stakeholders.
However, we are committed to working
with our partners to reintroduce services
as the economy grows and passenger
demand increases.

Nevertheless, our business is
built around core values of safety
and customer service and CSR
remains at its heart. CSR issues
guide our successful delivery of
public transport services today
and ensure they also develop

to meet society’s future needs.

Society continues to face major
challenges in increasing travel
sustainability. Public transport plays
an important role by providing an
attractive range of ‘low carbon’ travel
options. However, central and local
government must give greater support
to help the industry maximise the
potential of these solutions.

For example, we need greater support
for measures such as bus priority,

park and ride and parking policies

that encourage more intelligent car
use. Better consideration of transport
issues in local land use planning is also
required to increase the availability and
integration of travel options.

18% 9%

reduction in reduction in
our Lost Time our passenger
Injury rate injury rate
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| believe that consistent application of such initiatives combined with commitment by
central and local governments to promote ‘low carbon’ travel would ensure greater
uptake of public transport and remove billions of car journeys from our roads.

This belief inspired us to lead the establishment of the Greener Journeys initiative,
which is supported by all major bus and coach operators in Britain. This industry
collaboration campaigns for policy that supports better public transport and promotes
bus and coach travel. Its first major initiative will be to run a joint national consumer
marketing campaign to promote bus and coach travel, a first for the industry.

Greater transport integration is also necessary to promote greater use of public
transport. We have launched a SuperBus pilot for passengers travelling to Bristol on
First Great Western trains. This pioneers the concept of offering rail travellers free
bus travel to encourage people to use public transport for more legs of their journey.

We continue to make progress in improving our CSR performance.
Our focus on Injury Prevention continues to drive down our employee
and passenger injury rates. This year we reduced our Lost Time Injury
rate by 18% and our passenger injury rate by 9%.

We remain focused on developing and rewarding our employees to promote
improved employee satisfaction. We continue to engage with our employees
on how we can make FirstGroup a better place to work and have been working
to strengthen our management development and communication programmes.

As part of our carbon reduction programme we have installed a DriveGreen
driver advisory system on all our UK buses to help our drivers drive more safely
and fuel-efficiently. We have conducted extensive testing on our North American
fleet to identify modifications that will improve fuel efficiency. In Greyhound
modifications in all new buses will reduce fuel usage by between 5% and 7%.

Next year we will continue to work towards our goal of eliminating injuries.
We plan to survey Group-wide employee engagement to help inform our
employee development programmes.

Working independently and in partnership we will work to further improve
customer satisfaction and service performance, developing our services
to encourage greater use of public transport.



View from the CSR External Advisory Group

We were brought together as an external advisory group to FirstGroup
in September 2008 to provide an external perspective on CSR
activities especially as they relate to transport and sustainability issues.

Over the last year we have convened on four occasions
and worked closely with the Group Head of CSR.

Our meetings have involved:

e visits to operational facilities in Manchester and Aberdeen;

e opportunities to meet with FirstGroup’s senior management;

e participation in other related meetings;

e video conferences with FirstGroup personnel in North America.

Given these engagements we believe that we have sufficient insight to be able
to provide a series of observations on the Group’s CSR ethos and performance.

We commend FirstGroup on its willingness to open up to our scrutiny and to
engage constructively with us. We are content with the breadth of the CSR
programme developed including monitoring processes, reporting practices,
existence of targets and performance levels achieved. Given the different stages
of evolution in CSR culture between different countries, we recognise that efforts
must continue to achieve consistency of approach between the UK and North
America. However, progress in developing data systems in North America is
encouraging as are other aspects of its performance.

We are keen to assist in improving the fit of CSR with the core business process
and in assessing the pace of improvement with regard to medium- and long-term
business goals.

We have also been impressed with FirstGroup’s willingness to lead and work with
other industry players, helping the environmental benefits of public transport to be
realised by society as a whole. Public transport has much to offer to a ‘low carbon’
economy but realising its value is not without challenges. A joint effort on behalf of
industry players working in partnership with Government stakeholders is therefore
necessary and FirstGroup is providing leadership in this area. At the same time,
decarbonising public transport is a challenging and long-term task. It may well turn
out that in reducing total travel emissions, an increased absolute level of emissions
from public transport is unavoidable to enable greater emission reductions from
other sectors, and deliver a major net reduction overall. We are supporting
FirstGroup in the task of assessing and explaining this possible outcome.

Indeed, it is our view that this is an area for further development by FirstGroup.

In particular, how FirstGroup’s business strategy will allow the achievement

of challenging, longer-term targets for carbon reduction while still meeting
shorter-term operational targets is an area for future engagement. Relatedly

a vision for how public transport can be better integrated with other forms of
transport in order to achieve better accessibility to public transport and greater
modal shift as a result needs to be developed. In addition, the extent to which
FirstGroup’s workforce is representative of its community and customers requires
consideration. Finally, we propose that work on making CSR targets more specific
and where appropriate, more measurable, would be helpful.

We look forward to an ongoing partnership with FirstGroup as it continues
its CSR journey and as it seeks to contribute to a socially, economically and
environmentally sustainable world.

CSR External Advisory
Group members

Sir Emyr Jones Parry (Chair)

Professor Jan Bebbington

Paul Godier

Rupert Fausset
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Transport and sustainability

Growth in travel does not always have a positive impact on our
environment, society and the economy.

Carbon dioxide emissions continue to rise worldwide. Increasing transport emissions
are a major contributing factor. It is likely in the near future that oil supplies will
struggle to keep pace with demand and there will be a sustained increase in oil prices.

It is therefore essential that we change the way we travel to reduce emissions
and make more efficient use of limited resources. In both the European Union
and North America large scale technology changes such as lower carbon
cars are being promoted to address the challenge. These changes are vital for
major reductions but they will take time to implement. Any gains could easily
be cancelled out by traffic growth unless complementary measures such as
increased use of public transport are also implemented.

Opportunities now exist to promote behavioural changes that will
reduce carbon emissions from the transport sector. Existing networks
provide the best short-term solution and buses in particular can provide
a quick and flexible response.

Good, integrated public transport networks are essential to providing more
sustainable transport systems for the future. We are already working with local
and national government and other operators to achieve this. At the same time
we are doing all we can to cut our own emissions so that public transport remains
the most efficient way to travel.

Partnerships
Partnerships are essential to deliver sustainable transport systems supported
by policy measures that will promote greater use of public transport.

¢ \We have been instrumental in establishing Greener Journeys - an industry
partnership involving the major bus and coach operators in the UK.
Greener Journeys encourages people to switch from cars to bus and
coach and influences policy development to support this.

e \We are active members of the Sustainable Rail Programme through which
we engage with Government, other operators and stakeholders on how the
rail industry will meet the challenges of sustainable development in the future.

e We are part of the 2020 Climate Change Group, a group of industry and
public sector leaders that is helping to advise the Scottish Government on
meeting their Climate Change Delivery Plan targets.

At a local level we work closely with local authorities and Network Rail, the UK
rail infrastructure provider, to ensure we can deliver our services on time. In our
partnerships across the country we work together to manage issues that cause
delays so that we can offer better, more consistent services.

In North America we regard every contract as a partnership. Our regular contact with
all our customers helps us to continually improve our service quality. In First Student,
partnerships in school districts help to manage truancy and bullying. In many areas
we also help to run community safety awareness and child behaviour campaigns.

In the UK we are increasingly exploring partnerships with other transport providers
such as car club and liftshare companies with whom we can offer complementary
solutions that encourage people to use alternative means of travel. In particular we
also work closely with many businesses, assisting them in developing green travel
plans and providing easy, low-cost ticket purchase schemes for their employees.
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Promoting behaviour change
We continually look for ways to increase
customer satisfaction and encourage
greater use of public transport.

We have an ongoing programme

of investment in new buses and
refurbishment and upgrading our trains
and stations. For example this year
we introduced over 100 new coaches
to Greyhound featuring Wi-fi, plug-in
sockets and extra legroom to improve
the customer experience. Our services
continue to benefit from advances in
ticket machines, payment services and
real time information systems to track
the progress of our trains and buses.
All our train operating companies offer
real time updates on service disruptions
and progress through automatic text
services and online information. Similar
services are available in a number of
our bus companies with a growing
number using Twitter to provide alerts
and service status.

We have pioneered the introduction
of the ftr (a vehicle which delivers the
quality of a tram with the flexibility of
a bus), which brings superior vehicles
and a better quality travel experience
to our towns and cities. This year we
launched Greyhound services in the
UK, providing affordable, high quality
coach travel.

Through marketing, promotion and
other initiatives we continue to seek
to encourage more people to use
public transport.

The Greener Journeys

One Billion Challenge

If everyone in the UK switched from
car to bus or coach for one journey

in 25 we could save two million tonnes
of carbon dioxide and remove one
billion car journeys from our roads.
www.greener-journeys.com

&
5
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Ftrmetro launches in Swansea
Following its introduction in York and
Leeds we have now partnered the

City and County of Swansea and the
Welsh Assembly Government to launch
the ftr in Swansea. Extensive road
infrastructure improvements and bus
priority measures support the ftrmetro
vehicles. Cross-city journey times have
been cut by 16%.

Our First Rail Support business has
recently launched First Travel Solutions,
a range of integrated travel packages,
which encourage people to use public
transport for their outdoor and leisure
activities.

First ScotRail

has introduced a
Connection Guide
that is available at all
stations. It provides
comprehensive
information on bus,
cycle, airport and ferry
links across Scotland.

Transport integration

We continue to add to our integrated travel offerings. Sales of PlusBus, the
industry standard combined rail and bus product, continue to rise. This year

we also launched a First SuperBus ticket trial that offers free bus travel to rail
passengers. We continue to work with local authorities and Passenger Transport
Executives across the UK on local initiatives such as the development and
launch of the Norwich Fusion ticket, the first all-operator bus ticket for the city,
introduced early in 2010.

We have increased cycle parking facilities at stations across our rail network.
In a number of places we have teamed up with local hire companies to offer
passengers discounted cycle hire. In Leeds and York our rail services are
marketed to local car club users, and by working with Liftshare, First Great
Western promotes car sharing as part of an Association of Train Operating
Companies (ATOC) travel plan project.

To encourage greater use of public transport, we support the UK Government’s
objective to develop a national strategy for smart and integrated ticketing.
Devolved government funding has enabled us to install smart card readers on
all our buses in Scotland and Wales. We also have them in some locations in
England. Smart cards will initially only be available to concessionary travellers.
We are exploring how we can apply this technology to a broader range of
commercial products through trials and studies, which will take place in the
coming year. This builds on FirstGroup’s success as the first ever user of

smart cards in Britain.

First ScotRail is involved in a two-year pilot implementing smart card ticketing
systems on the Edinburgh/Glasgow route. The expertise and understanding

we develop will support the business case for more widespread implementation.
First Capital Connect and First Great Western can now accept Oyster Pay As
You Go cards for passengers travelling to London from selected stations.

Further information on integrated travel can be found at www.firstgroup.com/
corporate/csr/our_customers/transport_integration.php

First SuperBus tickets give free bus
travel anywhere in the city to First
Great Western customers travelling to
Bristol and spending more than £25.
If the Bristol trial is successful, we

will extend the scheme to other cities
served by our rail networks.
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Our stakeholders

The future of our business depends on good
relationships with our stakeholders. We have
developed many different ways to interact
with our key stakeholder groups and are
always keen to improve the way we do this.

All feedback is reviewed and helps us to
shape the business. Our customer and
employee surveys directly influence the
development of our service delivery and
employee strategies. This in turn helps us
to continually improve our operations.

Further details of our stakeholder engagement

processes can be found at www.firstgroup.
com/corporate/csr/our_stakeholders.php
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Employees
We need to ensure our employees are
motivated to provide high quality customer service.
We engage with our employees in many different ways,
from one-to-one discussions, informal team meetings
and briefings to formal employee engagement surveys,
sometimes followed up by focus groups.

Our employee surveys inform us on several key issues:
management style, training provision, recognition of employees
and communication. We are working hard to ensure we
continually improve our performance in all of these areas.

Supply chain
We rely heavily on many key suppliers to
deliver our services effectively. It is important for
us to manage our supply chain such that our
suppliers uphold our Code of Business Ethics. We can
also reduce our environmental impacts via our supply chain.
We endeavour to achieve these combined objectives
by developing strategic partnerships with key suppliers.




Customers
We constantly engage with our customers
across the business, mostly at local level.
Methods include ‘meet the manager’ sessions,
web feedback, customer forums and customer surveys.
Issues raised are often unique to the local operating
company and result in improvement actions.

Firstfp

transforming travel

Community
Our operations touch members of the
community daily, whether as customers,
neighbours, employees, businesses or residents.
Good relationships with the local communities in which

we operate are essential to the sustainable growth of our
business. We engage with the community through the local
authority, relationships with local business, customer forums

and consultation on route development and changes.
We also work actively with local community groups and

charities to enhance local community programmes.

Government at all levels is one of our key
stakeholders as policy and regulation changes
can directly affect our business. Additionally, our
relationships with local and municipal authorities are
important in improving service delivery.

|-

Investors

We have open, and frequent dialogue

with our investors throughout the year. The
Group provides information on trading through the

announcement of quarterly trading updates. Investors

have access to management through regular meetings.
Investors seek a return on their investment and regularly
engage with the Group on a range of issues including effective
management of financial and broader CSR issues.

Government and
local authorities

We respond to consultations regarding issues relevant
to our business. We have ongoing dialogue with elected
representatives and officials to give feedback

and influence policy direction.




How we did last year
Performance against our 2008/09 objectives and targets

Key

O @ B

Target met Improvement No change in Deterioration For full details of performance against targets
in performance performance in performance first / te/
but below target go to www.firs group.com/corporate,
csr/objectives_and_targets

2

—

Safety Reduce all staff injury rate by 25%.

Reduce Lost Time Injury rate by 25%.

Reduce passenger injury rate by 25%.

Reduce vehicle collision rate by 20%.

Reduce Signals Passed at Danger (SPAD) by 25%.
Customers To deliver at least 99% of our scheduled services in the UK

L o

Bus division. by 0.2%
To achieve average punctuality of 95% in the UK Bus division.

To achieve the following levels of train company PPM performance:

First Capital Connect First Great Western First ScotRail First TransPennine Express

91.7% 92% 91.8% 91.7%

@
&
@
&

To achieve 95% on-time performance in First Transit and 90% on-time performance in Greyhound.

First Transit Greyhound Canada Greyhound US

&
&
@
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Employees

(i

Environment

Community

&)

www.firstgroup.com/corporate/csr/csr_report_2010

Continue to use staff surveys to develop and implement
robust communication and action plans so that people
understand their company’s values and goals and how they
can contribute to and influence them.

Reduce driver turnover in Group operations.

Provide access to lifelong learning programmes for all our
UK Bus employees by 2012.

Review key employee policies across the Group; implement
consistent frameworks for revised and new employee policies.

Develop core management skills programmes in areas such
as communication, issue resolution and Injury Prevention.

To continue to ensure that our recruitment is targeted to deliver
a workforce reflective of the communities in which we operate.

Work towards our 2012 carbon reduction targets of 8% in the
UK Bus division and 10% in the UK Rail division on 2006 levels.

Achieve a 3% reduction in energy usage in our UK Rail depots
and 2% reduction in energy usage in the UK Bus division.

Implement green travel plans at one train company and
25% of our UK Bus companies.

Increase non-hazardous waste recycling by a further
3% in North America and a further 5% in our UK Bus UK
and Rail divisions.

North
America

Introduce an energy efficiency programme at key properties
in North America.

Develop a consistent environmental audit programme in
North America.

Review community activities across our UK operating companies
to assess programme value and build on best practice.

Extend the use of the London Benchmarking Group model to
North America and refine the model in the UK.

Develop our relationship with BITC to provide additional
volunteering opportunities.

Qo0 o0 OQQRBY ©
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Delivering
our promise
to our customers

Delivering our promise to our customers is
one of our core values. We seek to continually

improve our services to promote high levels of
customer satisfaction and encourage greater
use of public transport.




Injury Prevention and security

Safety is one of our core values and a business priority. Our philosophy
is ‘If you cannot do it safely, don’t do it.” We work continually to
improve safety and strive to achieve the highest safety standards

of any UK Bus, Rail or North American transport operator.

The Executive Safety Committee chaired by the Chief Executive leads the safety
programme. Committee members include the heads of our separate business
units. Representatives from outside the Company are invited to these meetings
to provide an external perspective.

Infrastructure safety has been a focus this year. With Network Rail we have
worked to identify and manage rail infrastructure risks. In North America we
have risk assessed rail crossings on our school bus routes. We have an ongoing
programme of route risk assessment in UK Bus.

Making school bus routes safer

In First Student we are working to make school
bus routes safer. Risk assessments have been
conducted on more than 3,000 rail crossings along
our school bus routes. We are working closely with
several partners to implement the resulting action
plans. Our risk assessment findings have been
incorporated into driver training.

We continue to improve our safety performance. In the last 12 months we
have reduced passenger injury rates by 9% and vehicle collisions by 7%.
Our Category A Signals Passed at Danger (SPAD) rate also continues
to reduce. However, we are determined to eliminate SPADs altogether.

There were five passenger fatalities this year: three in our UK Bus operations, one in
Greyhound, and one in UK Rail when a passenger at the platform fell into the path of
a passing train. A number of non-bus passenger fatalities occurred in circumstances
beyond our control, mainly as a result of road traffic accidents. All such incidents are
tracked through our Injury Prevention reporting programmes. We deeply regret them,
learn from each one and strive to do all we can to prevent future occurrences.

We remain focused on driver training and have improved passenger information
on avoiding injury risks. New DriveGreen driver feedback systems on all our

UK buses promote safer and more fuel-efficient driving. In North America many
buses are installed with Drive Cam systems, monitoring driving performance
and encouraging safer driving.

In First Student all new drivers are taught how to risk assess their route. Prior
to the start of each school year, safety in service training reminds all drivers of
the importance of reporting route hazards or safety issues. The risk assessment
process is applied every time a route changes.

Security

We form close partnerships with local police forces and the British
Transport Police. All customer-facing staff are trained in handling
security risks. Our bus drivers are in radio contact with the depot
and we continue to install CCTV to deter crime.

We continue to increase the number of stations with Secure Station status in
England. In Scotland First ScotRail boasts an extensive CCTV system, which
has helped reduce crime rates on the network by 21% over the last 12 months.

Further information at www.firstgroup.com/corporate/csr/injury_prevention_

and_security

Protecting children and
vulnerable passengers

Our checking processes for school
bus drivers exceed legal requirements
in both the UK and North America.

Child Check-Mate Systems are
installed in all our school buses in
North America, which require drivers
to walk to the rear seats to activate the
system so they can check for sleeping
children on the way. The installation
has helped achieve a 26% reduction

in the rate of sleeping children left on
buses: we continue to work towards

a zero rate.

Protecting ‘Small Riders’

First Student has a rigorous policy
with regard to dropping off Small
Riders, however this is by no means
standard across the industry. Many
school districts do not require an adult
to be present when these children

are dropped off. We continue to work
with our customers, parents and
industry bodies to ensure safe drop
off and as a result the National School
Transportation Association has included
Small Riders as a focus area in their
five-year strategic plan.

Group-wide safety performance data

Passenger injuries per million miles

A D 7+
7 D ¢ o

[ os09 | 0000 X

[ oo0 | 2K

Vehicle collisions per million miles

I ) >o.1
2 D ;>

[ ogoo | 000000000 I
TN ) -o.1

SPADs (Category A)* per million miles

I ) .55
7N ) 006
N ) 070
TN ) o.58

* Category A SPAD - a stop signal was
displayed correctly and in sufficient time
for the train to stop safely at the signal.
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Service performance

Our customer surveys show that
service performance has one of the
biggest influences on passenger
satisfaction. In North America
performance targets are included
in many of our contracts. We work
continually to achieve performance
improvements across the business.

UK Bus

In our UK Bus division we measure
our punctuality (how often the bus
arrives on time) and our reliability (the
number of scheduled services). We are
the only major bus operator to make
this information available through our
operating company websites. We also
share this information with our local
authority partners to identify measures
for improving performance.

Despite adverse weather conditions in
the winter of 2009/10 and increasing
city congestion we have improved our
punctuality. A very slight reduction in
our overall reliability relates directly to
the poor weather.

UK Bus service performance (%)

Average punctuality of the UK Bus fleet

N D <0
N ) 9.3
[ oo0 | 44

Average reliability of the UK Bus fleet

7N ) o5 3
[ os00 | 00000000000 254
[ oo0 | L0

UK Rail

In our Rail division the Department

for Transport’s Public Performance
Measures (PPMs), combine punctuality
and reliability into a single performance
figure and indicate performance of
individual trains against timetable.
Train company performance can be
affected by infrastructure issues and
we work closely with Network Rail to
address them.

First TransPennine Express and
First Great Western have shown
strong performance this year.
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Train company performance
Public performance measures expressed as moving annual average

M First ScotRail
First TransPennine Express

First Hull Trains
[ National Average

M First Capital Connect
M First Great Western
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% "-QE
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First Capital Connect faced particular challenges as a result of which we have
regrettably inconvenienced passengers on our Thameslink network. The
problems arose from a combination of unofficial industrial action by employees
and substantial damage to our 319 train fleet resulting from the severe

winter conditions. We have worked hard to address these issues and service
performance has already started to improve. Within the Thameslink project we are
introducing new trains to help reduce crowding. The project sets out to increase
capacity and improve stations across the network, with the aim of delivering a
train through London every two to three minutes by 2015.

First ScotRail’'s performance fell slightly below target for the year due to bedding-in
problems associated with a new Network Rail signalling centre. We have worked
in partnership with Network Rail to address these issues. Weather conditions also
affected performance later in the year.

Poor performance in First Hull Trains is attributable to rolling stock reliability
problems, particularly during the bad weather. We are working to address these
issues via our reliability improvement programme.

North America

In North America, performance targets are included in many of our contracts.
These targets vary from contract to contract. We monitor our overall progress
on a number of contract measures against annual targets.

First Transit

07/08 08/09 09/10 Target
On-time performance 95.3% 95.3% 96.0%  95%
Service cancellations (% of scheduled service) 0.57%  0.20% 0.12% 0%

Greyhound

07/08 08/09 09/10 Target
On-time performance (United States) 79.8% 86.7% 88.2% 90%
On-time performance (Canada) 88.7% 87.5% 93.2% 90%

More service performance data can be found at www.firstgroup.com/
corporate/csr/our_customers/service_performance.php



Customer satisfaction

We regularly monitor passenger satisfaction through surveys,
feedback and commendations/complaints data.

We also carefully monitor our performance in national passenger surveys such
as those conducted by Passenger Focus and the Department for Transport.
Passenger Focus has now extended its remit to survey bus and coach users
as well as national rail users. This year it conducted pilot surveys covering
three of our operating companies.

In North America we conduct comprehensive surveys of all our contracted
customers at least once each year and gather informal feedback through
meeting with them regularly.

Each operating company develops action plans in response to survey findings.

UK Bus

Department for Transport surveys show that overall UK Bus passenger
satisfaction levels are unchanged on the previous year at 82%. Our UK Bus
division continually seeks feedback from customers. This includes direct customer
contact through emalil, letter, telephone, local ‘meet the manager’ sessions and
internally and externally commissioned surveys. Thus we continually monitor
customer requirements and can quickly address any issues raised.

UK Rail

In our Rail division customer satisfaction levels remain high in First ScotRail
and have increased significantly in First TransPennine Express. Satisfaction
levels in First Great Western have also steadily increased, reflecting significant
improvements in service punctuality and reliability.

In First Capital Connect our customer satisfaction results continue to be
affected by overcrowding on many of our services. The Thameslink project,
in which we are major partners, will increase capacity across the network
and help to address this issue.

‘Overall opinion of journey’ scores (% satisfaction)
from the Passenger Focus National Passenger Survey

M First ScotRail
First TransPennine Express

M First Capital Connect
M First Great Western

I National Average

920
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80

75

70
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North America

In First Student, First Transit and First
Services the results of our customer
surveys provide us with an overview
of how well we are managing our
contracts. They also provide detailed
information on individual contracts on
the basis of which we develop local
action plans.

In First Transit customers score the
overall value of the service received
at 8.4 out of 10, consistent with last
year’s survey. 86% of customers are
likely to recommend the company.

Overall satisfaction with First Student
has remained consistent with the
previous year at 77%. Satisfaction with
local First Student teams, drivers and
the annual school start-up process has
increased although satisfaction with
regional and headquarters support
declined. Our focus on integration
activities and restructuring of the First
Student senior management team has
detracted from customer service. We
are actively addressing this issue in
response to the customer surveys.

In Greyhound we regularly conduct
on-board customer surveys to assess
a range of service attributes such as
satisfaction with employees, drivers
and buses. This data helps us to
monitor performance trends and act
to improve low-scoring areas. Overall
we have seen improvements in our
customer satisfaction scores across
all areas during the last 12 months.
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Affordability

We recognise the need to make our services affordable and work hard
to provide wide-ranging ticketing options that meet the different needs
of our passengers.

Our control over fare levels varies across the business. Greyhound apart, our
North America ticket prices are determined by the parties contracting our services.
In some areas of the UK we have greater flexibility in our fare structures. Transport
for London determines London fares. In UK Rail the majority of our fares are
regulated by the Department for Transport and Transport Scotland.

Where we have control over fare structures all our operating companies offer

a wide range of ticket purchase options and discounted ticket schemes. In our
UK Bus division we offer discounted fare structures on FirstDay tickets, allowing
people to make journeys throughout the day and giving further discounts on

Weekend Explorer

weekly and monthly ticket purchases.

In UK Rail we widely promote significant discounts
on advance purchase tickets. We also offer a
range of reduced fares, such as Super Off Peak,
Club 55 (this includes extensive discounts for the
over 55s), London 2FOR1, Take a Mate, Kids go
Free and Weekend Explorer offers.

Take a Mate

Super Off Peak

In North America Greyhound offers a range of
reduced tickets and our low cost BoltBus $1 ticket
provides opportunities for travel at very low prices.

Across the business seasonal and holiday travel offers are heavily promoted and
provide a range of season tickets, family tickets and discounted travel for students
and the elderly that give significant cost reductions.

In selected locations we also offer ‘carnet’ multi-journey tickets for both rail and
bus users. Carnets meet many customers’ variable travel patterns.

We have developed a national cashless voucher scheme offering cheaper bus
travel to Government-supported groups such as the unemployed, asylum seekers
and youth offenders.

Accessibility

We do our best to make certain that our services are accessible to those with
special needs. 82% of our in-service buses in the UK now have low-floor access.
Wheelchair-accessible routes are indicated clearly on our operating company
websites. We also want to ensure that additional passenger assistance is provided
as needed. All our UK bus drivers and rail customer-facing staff receive disability
awareness training and we make customer information available in a range of
formats to meet different needs.

In a number of areas we have worked closely with the local authority to develop
signage and travel information, helping those with learning difficulties to use our
buses and trains with greater confidence.

We are members of the Employers’ Forum on Disability. The Forum supports and
advises us on disability issues relating to both our employees and our passengers.
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All our rail companies have access and
inclusion managers who are responsible
for ensuring the availability of appropriate
facilities and assistance for those with
special needs. Our train company
websites provide information on disabled
assistance and numbers to call. Our
station upgrade programme continues to
improve the accessibility of our stations.

In North America we own school buses
with specialist equipment such as ramps
and passenger lifts and these are used
on school routes as required. The buses
in our transit operations are owned by
our customers: most have low-floor
access and wheelchair lifts. It is our
responsibility to make certain that our
drivers are appropriately trained to handle
passengers with special needs and to
use the equipment wherever necessary.

In First ScotRail we have installed

Smart Help Points at five locations.
These interactive help points are
broadband-fed and allow people directly
to access interchange and bus service
information. One of the points is located
in Linlithgow where we have worked with
Donaldson’s School to make train travel
more accessible to deaf people.

As part of Age UK’s National Falls
Awareness Day we developed a national
campaign to help educate older people
avoid falls on buses. We have also
introduced Safe Journey cards that allow
elderly customers to privately show the
driver if they need any special assistance.

Further information can be found at
www.firstgroup.com/corporate/csr/
our_customers/accessibility.php



Valuing
our employees

Our 130,000 employees are fundamental to our business
success. They are the day-to-day contact point with our
customers and responsible for enabling our customers to
reach their destination safely and securely.

We want to be the employer of choice in our industry. We want
our employees to feel they have the right information to do
their job and that they can develop individually while they work
for us - for their benefit and ours.

We endeavour to recognise people for their personal and team
contributions and we will ask for their views on working for us.




Injury Prevention

Injury Prevention is one of our core values and we continually strive
to eliminate injuries. We want safe behaviour to become a way of life
for our employees. Our commitment is simple:

‘If you cannot do it safely, don’t do it.’

This year we have revised our safety management structure to encourage greater
ownership at local level. The Executive Safety Committee continues to regularly
review performance trends in order to drive safety improvements. A central safety
team assists the local operating companies to improve their safety performance.

We highlight the importance of Injury Prevention to our employees in regular safety
briefings and training. Those managers leading the development of our safety
culture receive periodic refresher training to assist them in this task. We promote

a safety culture and celebrate best practice at our annual safety conferences and
awards ceremonies in both the UK and North America.

We continue to achieve ongoing improvements to our safety performance.
Our Lost Time Injury rate has reduced by 18% in the last 12 months
and has almost halved over the last four years.

Assaults on staff have reduced by 15% during the same period. We have a zero
tolerance policy towards assaults in the workplace and will continue to do everything
we can to prevent them. Customer-facing staff are offered conflict avoidance training
and we work closely with the police to improve the prosecution rate of offenders.

The improvements in our safety performance have been overshadowed by the
death of our Operations Manager from Texas Rio Grande Valley in a collision which
involved one of our Greyhound coaches. Our thoughts and sympathy are with his
family. Safety remains a priority for the business and we will continue to work to
ensure maximum safety standards throughout our operations.

This year we were also prosecuted for a fatality in our Uxbridge bus depot in 2004.
We deeply regret this incident, which involved a number of complicating factors. We

have made significant improvements to our safety programme in the intervening years.

Group safety trends

Lost Time Injuries (over 1 day)
per 1,000 employees*
23.7
21.4
14.9

[_oo0 | PR

All staff injuries
per 1,000 employees*

70.2

62.3
52.4
[ o0 | Tk
Assaults on employees
per 1,000 employees
9.4
7.3

4.7

[ o910 | QW

* Excludes assaults on staff.

In some cases previous years’ figures have been updated.
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First South Yorkshire receive two safety
awards at our 2009 Safety Awards
ceremony - Best Operating Company
and Large Depot Contribution to Injury
Prevention.

Security

Our central security function sets the
policy and framework and plans our
security strategy. A key development
this year has been the trialling of a
new security management system,
which gives operating companies

a framework for managing security
and monitoring progress.

All our employees receive security
training to equip them with the
capability to manage security risks.

This year we have also developed
emergency response plans across

all of our operations. These strengthen
our training programmes and require all
managers to participate in a programme
of emergency response exercises.

First in North America

wins Security Award

North America received the 2009
Transportation Security Administration
(TSA) Partnership Award. The accolade
recognised our efforts in improving
security standards for passenger
transport in our own businesses as
well as the wider school bus, transit
and motor coach industries.




Employee involvement

We seek to involve our employees in managing the business at

all levels. Staff in most of the UK operating companies elect an
Employee Director to their Board for a three-year period. Additionally,
staff and management in our rail companies are represented on
company councils. Every three years all Employee Directors elect

a representative to sit on the plc Board.

Many of our employees are represented by trade unions. UK union membership
remains at around 90% of the workforce. In the United States 66% of our
employees are represented by trade unions, an increase of 11% on last year.
The US average for union representation is around 7% in the private sector.

We engage regularly with the unions on a range of issues. In the UK we have
worked closely with them to develop our network of learning centres and to
introduce our new DriveGreen driver advisory systems on buses.

In the United States we continue to promote our Freedom of Association Policy.
This commits us to ensure that employees are free to choose whether or not
they wish to become a member of a union without influence or interference
from management.

We also operate an independent Compliance Monitoring Program that protects our
employees against anti-trade union behaviour. Under the Program any employee
who believes that our Freedom of Association Policy has been violated can file

a complaint with Professor William Gould of Stanford University Law School in
Callifornia, a former chairman of the National Labor Relations Board. He investigates
the matter and reports on the outcome to both the complainant and the Company.

Where Professor Gould finds a violation of the Freedom of Association Policy,

he issues recommendations for the Company to consider. Under the Program

we are not bound to adopt these. The majority have indeed been adopted,

and where they have not there are good reasons associated with the particular
circumstances of the complaint or the exigencies of the business at the relevant
location. This does not dilute our commitment to the Program, which is both
unique and industry-leading in the United States. No other company in the US has
gone as far in formally protecting the right of employees to decide freely whether
or not they wish to join a union.

* Between January 2008 (when the Program was launched) and March 2009,
145 complaints were made of which 33 (23%) were upheld.

* Between April 2009 and March 2010, 124 complaints were made and 21
(17%) were upheld, nine are still in the process of being determined.

The number of complaints made and upheld is very small in relation to the size
of the workforce covered by the Program. Since the introduction of the Program
over 330 ballots have been held: nearly 90% of them resulted in unionisation of
the location involved.

These trends demonstrate the successful implementation of our
Freedom of Association Policy and Compliance Monitoring Program.
Together, these initiatives provide a robust mechanism to identify and
manage any isolated incidents of inappropriate behaviour. Both Policy
and Program are prominently displayed at all our sites in North America
and are included in our Employee Handbook.

Employee engagement

We use a number of tools

to assess levels of employee
engagement in the business.

As well as one-to-one feedback
and discussion we also measure
our progress through more
formal means such as employee
opinion surveys.

During the past two years all our
employees have had the opportunity
to contribute to an employee opinion
survey. We have completed annual
surveys in our UK Rail division and will
conduct a further survey across the
rest of the business during this financial
year. We have also made extensive use
of focus groups to further research the
findings of our 2008 survey in UK Bus
where our engagement scores were
lowest. We followed this up with a
small touch point survey at the end

of 2009 to inform our 2010 survey.

In our Rail division we achieved a
marked improvement in response
rates from 45% to 53%. The overall
engagement score remained fairly
consistent in a difficult economic
climate dropping by one percentage
point overall.

Common areas for improvement
across the survey responses include
improving management style and
training provision, greater recognition of
employees and better communication
on Company plans and performance.
As a result we have realigned our
management development programmes
to strengthen managers’ skills in
engaging employees at local level.

We are also helping our managers

to use the surveys to plan actions that
will raise their teams’ engagement.

Copies of our employee policies
can be found at www.firstgroup.
com/corporate/csr/csr_policy/
employment.php
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Employee development

We promote job fulfilment and satisfaction by giving our employees
access to the right learning and development programmes and by
recognising their contribution to our business success.

Learning and development

All employees have access to development programmes. Wherever possible we
develop training programmes that lead to recognised vocational qualifications,
which we encourage our employees to pursue.

This year through collaboration with our assessors we have sought to significantly
increase employee uptake of vocational qualifications. In North America we

participate in the Automotive Service Excellence (ASE) programme for training and
testing technicians and reward those that successfully pass a skill certification test.

All our bus drivers are trained using the Smith System Defensive Driving method,
an industry-leading programme focusing on the development of safe, anticipatory
driving techniques. Drivers and customer-facing staff across the business also
receive training in many related topics such as safety, identifying and handling
security risks, customer service, conflict avoidance and supporting passengers
with special needs.

Following our 2008 employee engagement surveys we have prioritised
improvements to our management development programmes. We have revised
programmes for all management levels focusing on behavioural skills.

We maintain well-established graduate and apprenticeship programmes in the UK
and have this year piloted the first ever driver apprenticeship programme in London.

Lifelong learning

In the UK our dedicated learning centres are core to our development provision.
At the learning centres employees can access a wide range of learning
programmes as and when it suits them.

We have over 60 learning centres around the UK staffed by Trade Union Learning
Representatives (TULRs) and Project Workers. The TULRs promote workplace
training and encourage employees who want to review and expand their skills.

85% of UK Bus employees have access to learning centres.
We will increase this to 100% by 2012.

Skills for Life
Our learning centres encourage our employees to develop their numeracy and literacy
skills in accordance with our commitment to the UK Government’s Skills Pledge.

This year we have implemented an online basic skills assessment
programme for our employees. The programme offers learning tools

to help them achieve the next national test level in adult literacy or
numeracy. More than 1,000 employees are now working towards these
standards. During the past 12 months 632 have achieved their Level 2
in adult numeracy or literacy.

For further information on our learning and development go to www.firstgroup.
com/corporate/csr/our_employees/learning_and_development.php

For information on diversity go to www.firstgroup.com/corporate/csr/our_
employees/diversity.php
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Our graduate engineers support

The Smallpeice Trust, a charity
promoting engineering careers to young
people by providing residential challenge
events, which develop creative thinking
and problem solving skills.

Piloting the industry’s first

driver apprenticeships

Together with Transport for London

and Go Skills we have developed and
piloted the industry’s first ever driver
apprenticeship programme, which raises
driver quality and performance. More
than 60 drivers have joined the scheme.

Colin Bishop wins this year’s short stories
competition aimed at encouraging
employees to develop their writing skills.

This year First Capital Connect
successfully achieved Investors in
People. They joined First ScotRail,

First Great Western and First Hull Trains.
First TransPennine Express is also
working towards the standard building
on their Committed to Excellence award
under the EFQM model.



Recruitment and retention

The economic climate has made it relatively easier to retain and recruit staff but
we continue to invest in our recruitment processes. In both the UK and North
America we have taken a major step in centralising the recruitment process.

In the UK we now have an online recruitment system and a centralised recruitment
team, which manages all vacancies. In North America we have effectively
centralised the recruitment of management positions, removing many recruitment
tasks away from local managers. In both cases, centralisation delivers fairness
and consistency in the recruitment process.

In North America the recruitment process is being improved with the introduction
of psychometric testing to help assess candidates’ suitability and to provide
training and support for managers involved in the selection process. In the UK
we are also evaluating the value of psychometric testing.

Our driver turnover figures have reduced across the business: details can be
found at www.firstgroup.com/corporate/csr/our_employees/recruitment_
and_retention.php

Reward and pensions

Our reward and pensions programmes are important in attracting and
retaining the best people. They have been developed in consultation
with our employees and aim to provide benefits that engage with all
parts of our diverse workforce.

In the UK our employees all have the opportunity to join our Save As You Earn
and Buy As You Earn share schemes. We also offer financial education and
access to Credit Unions to help employees to save and borrow responsibly.
We provide free travel for employees in the business where they work and
encourage their families and friends to use both bus and rail with discounted
travel offers. These are some of our most valued benefits.

We continue to be recognised for our industry-leading UK Bus
Pension Scheme, which won ‘Pension Scheme of the Year’ at both
the Professional Pensions Awards and FT Business Awards in 2009.

In North America we sought employee feedback on reward structures in 2008.
As a result we have improved the employee match and investment choices

in our pension plans, and provide a greater choice of medical benefits.

These programmes, which go beyond the norm and statutory requirements
for part-time workers, are available to all our employees.

We review our benefits continually. The North American business in particular
is dominated by part-time employees and we try to find the right benefits to
motivate and retain them.

Health and well-being
The development of our health and well-being programme is an
important part of our employee engagement strategy.

All our employees have access to occupational health and employee assistance
programmes. This support includes confidential counselling on any issue, health
advice and financial counselling. We also provide a free confidential hotline
enabling employees to raise concerns in relation to issues such as harassment,
discrimination, safety and security.

This year we have piloted a new
occupational health model, which
greatly increases the quality and range
of occupational services available to
our employees. We plan broader rollout
to Group and UK Bus staff in 2010.

We have started to introduce other
health and well-being initiatives to

our employees. In Aberdeen a pilot
programme offers all our employees
free access to a nearby sports village
in off-peak hours and significant
reductions on peak time memberships.
In other parts of the business we have
held health fairs and helped employees
to establish running and cycling clubs.
In North America our weekly newsletter
provides regular communication on
health-related issues.

We will work to extend the availability
of well-being provision in the coming
year. We are currently consulting

with external parties and employees

on the initiatives that will best meet

our employees’ needs. For further
information go to www.firstgroup.
com/corporate/csr/our_employees/
health_and_wellbeing.php

Employees take part in a health fair
at our North American headquarters
in Cincinnati.

First ScotRail receives the Healthy
Working Lives Bronze Award in
November 2009.
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Reducing our
environmental
impact

Our transport services play an important role in reducing
the environmental impacts of travel. Furthermore, we
strive to reduce our own emissions.

All our UK operating companies are now certified to the
1ISO14001 management system standard, which provides

a framework for delivering continuous environmental
improvements. In North America we continue to refine
our environmental management framework and this
year implemented a consistent environmental auditing
programme across the North American operations.




Carbon reduction

The most significant contribution we can make to carbon emissions
reduction is to attract people out of their cars to use our services
instead. Nevertheless we are equally committed to reducing our own
emissions - a pledge set out in our Climate Change Policy and the
associated Climate Change Strategy.

Copies of these documents can be found at www.firstgroup.com/corporate/
csr/environment_and_climate_change

Our Climate Change Strategy includes the following objectives and targets:

e reduce carbon emissions from 2006 levels by 10% in the UK Rail division
and by 8% in the UK Bus division by April 2012;

e improve fuel efficiency and thus our emissions per kilometre travelled;

e cut emissions per passenger kilometre through improved efficiency and
by attracting more passengers to our services.

Our estimated carbon footprint is 2,652,531 tonnes. Most of our emissions arise
from vehicle operation while our properties and business mileage make only a
small contribution. Emissions arising from vehicles are influenced by distance
travelled as well as by vehicle technology, fuels and how the vehicle is driven.
Data for our North American properties is included in the footprint for the first
time this year. We have had to re-baseline the emissions from our North American
vehicle fleet as our data gathering processes have significantly improved.

The overall carbon emissions from our operations have reduced this year. In the
UK Bus division this is in part due to the economic climate but our fuel efficiency
programme is also a contributing factor. In UK Rail we have reduced overall
emissions despite an increase in mileage - the introduction of regenerative
braking has been an important contributor. We have achieved total reductions

in emissions derived from building energy usage and business mileage in the UK.

A full breakdown of these emissions trends can be found at www.firstgroup.com/
corporate/csr/environment_and_climate_change/climate_change.php

_

Breakdown of our estimated carbon footprint
(tonnes of carbon dioxide)

H UK Bus fleet 645,594
M UK Rail fleet (diesel) 503,225
B UK Rail fleet (electric) 237,727
North America fleet 1,102,247
[ Energy use in buildings 163,232
Business travel 506

Note: Energy usage in buildings does not include minor stations and some leased properties in the UK.
It includes the majority of our North American properties (those we own or where we pay for energy).
Business travel covers flights made by UK staff.

Central to our carbon reduction strategy in the medium term is to optimise our
existing vehicles’ efficiency. Our dedicated engineering team is examining a variety
of engine efficiency improvements.

Since the introduction of our carbon reduction programme in 2006
we have improved fuel efficiency and hence reduced carbon dioxide
emissions per kilometre in the Rail division by an average of 6%.
Our emissions per passenger kilometre from our diesel-operated
fleet have decreased by around 9% during the same period.

In our UK Bus division we have improved fuel efficiency by 1.5% and
achieved a 5.8% reduction in our emissions per passenger kilometre
in the last two years.

This is a major achievement: we
have delivered the reductions despite
the requirement to introduce new
vehicles that meet European emissions
standards but which are also generally
heavier and less fuel-efficient than their
predecessors.

Average emissions (kilogrammes
of carbon dioxide per kilometre)

Diesel rail fleet

I Y 1.428
I ) 1-397
N ) 155
T Y 1340
UK Bus fleet

I Y 1124
I ) 1142
I D 1134
T R 1120

This year we introduced a web-based
Lunch and Learn training session for
our senior managers. This provides
up-to-date information on climate
change science and policy. The 1.5
hour session has been delivered to
nearly 100 managers directly to their
desks without the need to travel.

During the last 12 months in
the UK we have reduced the
carbon emissions associated
with business air travel by 57 %,
equating to 671 tonnes of
carbon dioxide.

We are also actively introducing green
travel plans at locations across the
UK. By offering free bus or rail passes,
we encourage our employees to use
public transport when travelling to
work. For those unable to use public
transport, for example when travelling
to the depot for the first shift of the
day, we encourage car sharing in
partnership with liftshare.com.

Further details on our carbon reduction
programme can be found at
www.firstgroup.com/corporate/csr/
environment_and_climate_change
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We continue to lead the industry in improving the efficiency of our
existing vehicle fleet.

Achievements in 2009/10

¢ \We became the first train operator to retrofit monitoring systems that
accurately measure the amount of electricity we use on our trains.
This information will help us reduce energy consumption.

e \WWe commissioned regenerative braking on all our new trains in First
Capital Connect.

e First Hull Trains became the first UK train operating company to introduce
driver advisory systems that inform drivers on more fuel-efficient driving.

e \We completed the installation of a driver advisory system on all 8,500 of
our UK buses. We are now evaluating the introduction of these systems
in North America.

¢ \We completed baseline vehicle testing in North America to determine the
engine modifications we can make to improve fuel efficiency.

¢ 102 new vehicles with these modifications were introduced in Greyhound.

e First TransPennine Express won the 2009 Environmental Award at the Rail
Business Awards for its fuel efficiency programme, which has reduced fuel
consumption by 10.5%.

Promoting more fuel-efficient driving

All UK buses now have DriveGreen LED displays
on the dashboard, helping the driver to drive
more fuel-efficiently. Back-up software scores
each driving session allowing further evaluation
and improvement. A £2 million reward pool has
been established to motivate drivers to reach
the highest standards. The initiative is achieving
fuel efficiency savings of around 5%.

Alternative technology

We constantly investigate opportunities to trial technological innovation. While
future car technology is clearly being pushed towards large-scale electrification,
the long-term solutions for heavy goods vehicles and buses are still evolving.

e \We partner Transport for London in hybrid bus trials. We have also successfully
secured Government funding to support the delivery of 22 new hybrid vehicles
to our Leeds and Manchester operations.

¢ Following earlier successful trials on hydrogen vehicles with Transport for London,
we will launch further trials in late 2010 operating five hydrogen fuel cell buses.

¢ Proterra, the manufacturer of city transit vehicles, will supply 12 fast-charge
battery powered electric buses to Los Angeles County’s Foothill Transit Authority,
which is operated by First Transit. This groundbreaking lithium titanate battery
technology recharges in less than 10 minutes. The vehicles are lightweight
and include regenerative braking systems, which will radically reduce energy
consumption.

All our UK Bus fleet and some of our vehicles in North America are operating on
2%-5% biodiesel mixes. Further information on our position on biofuels can be found

at www.firstgroup.com/corporate/csr/environment_and_climate_change

Careful monitoring of the successes and impacts of all these trials will provide the
basis for our long-term vehicle purchase and engine strategy.
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Improving fuel efficiency

in Greyhound

We have tested our Greyhound vehicles
extensively to identify engineering
modifications to improve fuel efficiency.
The adaptations identified, which will
deliver around 5% to 7% fuel efficiency
savings, are being applied to all new
vehicles and will form part of a 2010
refurbishment programme for some
existing vehicles.

Trialling hybrid buses

Since January 2009 we have operated
five hybrid buses in partnership with
Transport for London. Through the
trials this developing technology is
being tested on high frequency, high
loading routes. Despite a number of
technical issues we are working closely
with the manufacturers to improve
reliability. Generally we are achieving
between 10%-20% improvement in
fuel efficiency over normal diesel buses,
with a target of 30%.



Energy management

We have an ongoing programme to reduce energy consumption across our

Total energy usage (kWh)*

properties. During 2009/10 we introduced a new data management and reporting UK Bus

system to meet the requirements of the Government’s CRC Energy Efficiency A ) 101,009,163
Scheme, which came into force in April 2010. The majority of our electricity N ) 95,262,742
meters have been replaced by automatic smart metering, which will improve TN I 56,905,234

our understanding of energy usage trends.

R I s:, 161,672

UK Rail

1 i il [0}
Durmg the past .1 2 .months we hgve reduced energy usage in bundlngs by 4.3/0 Ty | TREEN—_—
in our UK Bus division and 2.3% in our UK Rail division. These combined savings I D 72,510,465

contribute to a reduction in the carbon footprint of our buildings of 979 tonnes. N ) 70,967,651

T Y 69,315,477
In North Amencq we established an energy usage baseline for thle past 12 months, ey G S Rasiing 254 eeiTse s
which we are using to set reduction targets. Our energy reduction programme and electricity usage at our UK Bus and Rail
will focus on the 100 properties with the highest energy consumption. We depots and major stations expressed in

will conduct energy audits supported by an employee engagement and

communication programme.

.

In London we have trialled a range
of energy-efficient lighting solutions,
installing the preferred option at two
main depots. This resulted in energy
savings of 58%, cost savings of 60%
and an improved workplace for staff.
The experience from this programme

will now be rolled out to other depots.

3.4

reduction in energy
usage in our UK Bus
and Rail divisions.

49,

of our UK Bus fleet is
now fitted with engines
of EURO Il standard
and above.

kilowatt hours.

Our Scotland East operations have Within their environmental programme
formed an Energy Conservation Group our Greyhound terminal in Chicago has
to reduce wastage at our depots. replaced old, inefficient lighting with
Initiatives include heating control new, state of the art, energy-efficient
restrictions, LED lighting trials and alternatives. The upgrade has reduced
installation of light sensors. The result energy consumption at the location by
is a reduction in gas usage of 35% and an average of 9% per year.

electricity consumption of 5% in 2009
compared to 2008 levels.

Local air quality

Our sustained investment in new vehicles has considerably reduced
the local air emissions arising from our bus and train fleets. Over the
past four years, emissions of particulates from our UK Bus and Rail
divisions have reduced by 37% and nitrogen oxide emissions by 13%.

Around 49% of our UK Bus fleet is now fitted with engines of EURO IIl standard
and above, and we are progressively introducing new vehicles to meet the most
rigorous Environmental Protection Agency standards in the United States.
Further details can be found at www.firstgroup.com/corporate/csr/
environment_and_climate_change

UK local air emission reductions over the last four years

Particulates  Nitric oxides Carbon monoxide Hydrocarbons
Percentage reduction 37% 13% 17% 21%
Reduction (tonnes) 129 1,545 641 261
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Water management

Our primary use of water is for washing our vehicles. Clean vehicles are important
to our customers’ perception of quality of service and we must balance our desire
to reduce water use with customer expectations. In our UK Bus division we have
bus washes that partially recycle water across all depots (total recycling systems
cannot replenish water fast enough for bus washing purposes).

This year we have reduced total water usage in the UK by 9.6%, mainly through

better leak detection in the Rail division and repair of some significant leaks in First
ScotRail. In North America we now have a full year’s water use baseline data for the
majority of our properties (i.e. those which we own or where we pay the water bill).

Waste management

Our offices and depots generate both hazardous and non-hazardous waste.

We also manage the waste left on our vehicles by our passengers. Central waste
management contracts run across our operations including North America.

We work closely with our waste management contractors to reduce our landfill
waste and improve recycling rates.

In the UK our non-hazardous waste recycling rate lies at 31% - an
improvement of 7% on last year. We continue to reduce the total
amount of waste we produce.

In North America we have established a new waste management contract.
This year we have researched suitable container sizes, baseline data from this
work will help us to initiate waste recycling programmes in our largest locations.

Engagement

Our employees are key to the delivery of our environmental programmes.
We run ongoing poster and communication campaigns and recognise
those employees who have made a particular contribution through our
annual environmental awards.

In North America we operate Executive Feedback, a scheme encouraging
employees to email their suggestions and ideas for improvement. A number
of suggestions have had environmental themes.

Nicola Bengul, the Environmental
Champion at Dewsbury Station,
worked with cleaning contractors and
tenants to increase recycling rates at
the station from 20% to 63%. Nicola
won the Environmental Contribution
Award at the First TransPennine Express
Customer Excellence Awards.

Our London bus operations and First
Capital Connect participate in the

Using the Executive Feedback Green500 programme initiated by the
scheme, Don Bermes from Montana Mayor of London. Green500 encourages
proposed that we increase the change large organisations to reduce their
interval for transmission ail filters. carbon emissions and recognises
Following trials, ail filter changes have successful companies for their efforts.
been reduced to one per year, reducing First Capital Connect received a Gold
the number of filters for disposal by Award and our London bus operations
70,000 per year and saving annual a Silver Award at the Green500 Awards
costs of over $500,000. ceremony in June 2009.
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Total water usage in the UK

Total water usage (m?)

T I 1,053,905
7T I 1,027,386

T I 1,071,220
TN N 067,522

Non-hazardous waste in the UK

Non-hazardous waste arising (tonnes)

7 ) 25,02
Y D 16,536
YT ) 13,385

Non-hazardous waste recycling rates (%)

[ o708 | 0000 &L
I D 2+
I )

Further waste management and water
data can be found at www.firstgroup.
com/corporate/csr/environment_
and_climate_change

Staff at Oldham Depot introduced the
Waste Watchers scheme. Within the
scheme, old office stationery is made
available to staff for re-use. In addition,
disposable plates and cutlery are no
longer used in the canteen, saving five
bins of kitchen-related waste each week.

Our London bus operations received the
UK Bus Award for Best Environmental
Initiative at our annual Safety and
Environmental Awards. The award
recognised their mobile phone recycling
initiative which ensures all redundant
mobile phones are either reused within
the company or sent for recycling.



Community

We provide vital transport services connecting people and communities with each other.
Critical to economic competitiveness public transport carries many people to work,
places of education and other destinations every day.

As well as providing transport connections we support the communities in which we
work through broader social and charitable partnerships. We estimate our contributions
using the London Benchmarking Group model.

£1,262,571 £186,377

Education & Young People Health

£19,355 £20,648

Emergency Relief Environment

£58,327

Arts & Culture

£18,100 £79,699

Economic Development Other

This year our community contributions Our community investment programme raised a further
(including management costs) £1,633,709 for charity via payroll giving and fundraising
total £1,847,807 activities such as our First Monster Challenge duathlon

around Loch Ness. In addition we funded four Save the
Contribution as percentage Children project workers, which enabled them to raise
of pre-tax profit 1% over £1 million of additional funding.




Our primary contribution to the communities in which we operate is the delivery
of our services. We constantly work to improve service quality by collaborating
with local authorities on issues such as punctuality and congestion, and consult
regularly with community members on route development and changes.

In North America we work with city and state authorities and school boards to
ensure that our services meet the needs of the communities we serve. In particular
we work with schools to help address broader community issues such as truancy
and bullying.

We are an important employer in many communities and actively promote
opportunities for disadvantaged and vulnerable groups. Our UK Bus division has
a national agreement with Remploy, a specialist service for people with complex
barriers to employment. We supply Remploy with details of all our job vacancies,
offering site visits and work trials for new recruits.

With Jobcentre Plus we help the long-term unemployed find work and have
piloted pre-employment training programmes for long-term unemployed in
Manchester. We are currently discussing with them an extension of this initiative
to other areas.

We actively support numerous community partnerships, aiming to deliver positive

change in the communities we serve. In particular we have worked with many
groups to try to reduce vandalism and anti-social behaviour, issues that also
affect our business.

In Aberdeen our anti-vandalism bus provides an educational resource for schools.
In several parts of the country our drivers visit schools and work with
community groups to describe first-hand how it feels to be at the receiving
end of antisocial behaviour.

In Aberdeen and Glasgow, First Football tournaments in the winter months
are targeted specifically at Social Inclusion Partnership areas where vandalism
and crime tend to be high.

In the south west of the UK our First Football initiative has supported 10
football league clubs.

First Rail Support has worked with educational experts to develop internet-
based resources to help teach schoolchildren about bus and rail safety and
anti-social behaviour. These are available via Teaching Zone, which is used

by hundreds of teachers to prepare and deliver lessons.

In North America our school buses often provide transportation for charity
events. Our Fill a Bus programmes operate in many parts of the country

to collect and donate items such as toys, food or supplies to local causes.

For further examples of our community projects go to
www.firstgroup.com/corporate/csr/community

This year we have comprehensively reviewed our community programmes.
The review will inform the future development and improvement of our
community programmes.

We have a national partnership with
Save the Children in the UK and the
Children’s Miracle Network in North
America.

These relationships enable us to
develop fundraising programmes in
which our employees and the general
public can participate. We have charity
champions across the business who
provide a focal point for charitable
activity and help engage staff.

All our charitable donations are
managed through our Charity and
Sponsorship Committees in the UK
and North America. These committees
are made up of employees and help
ensure available funds are distributed
fairly and consistently.

The First Monster Challenge is a
120km duathlon relay for teams
of four around the stunning
shores of Loch Ness. Hosted
and organised by FirstGroup,

in only three years this event
has established itself as an
unmissable event in the running
and biking calendar.

In 2009 the First Monster
Challenge raised over £172,000
for a number of charities.



Through The Outward
Bound Trust we have
inspired over 1,000

Greyhound provides free
homeward travel for runaway
children under the Home Free

initiative in partnership with the Yyoung people with

National Runaway Switchboard. new, outdoor

Nearly 14,000 children have experiences.

been reunited with their loved /
. Photography courtesy of

ones through this programme. The Outward Bound Trust.

Since 2007, FirstGroup has donated over £2 million

to our national charity partner Save the Children through
fundraising, corporate donations, gifts in kind and media
and promotional activities.

Save the Children’s campaign messages ‘End Child Foverty’
and ‘Poverty Kills Childhood’ have been seen by millions of

@ Save the Children people in the UK on First’s buses throughout the country.

B A number of our North
ii‘;; T LI American locations have held
| SUAVINOR B5° S “ Survivor Bus weekends in InN 1
- o n North America many
support of Children’s Miracle of our First Student

buses are used in food
drives which deliver food
to those in need.

Network. Farticipants sleep
on the buses, compete in
challenges and engage the
public to raise money.

(jhilgr’c)n's

Miracle m Network

First bus driver Ken Walker
presents a donation to Leeds

Our operations in Edensburg in the United States Children’s Holiday Camp
in partnership with the school district organised a Association, which provides short
‘lock-in’ for students in the school district, raising breaks for disadvantaged and

over $10,000 for Children’s Miracle Network. socially excluded children.



Always moving forward
CSR objectives and targets 2010/11

Safety

Customers

@

Employees
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Environment

Community
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Our goal is zero injuries

Targets

* To increase the number of locations with zero injury or collision rates
to achieve our goal of zero injuries.

¢ To reduce the following injury and collision rates by 50% by 2013:
o staff injury rate ¢ Lost Time Injury rate
e passenger injury rate e vehicle collision rate

¢ To improve the UK Bus ‘overall opinion of journey’ score (percentage satisfaction) measured
through our independent bus customer satisfaction surveys.

¢ To carry out further qualitative research to better understand the actions that UK Bus should take
to improve each of the key drivers of overall customer satisfaction.

¢ To meet our punctuality targets in UK Bus as agreed with the local authorities or where no such
targets have been agreed to achieve annual improvements towards the national Traffic
Commissioner target of 95%.

* To meet the PPM performance targets set for our train operating companies.

¢ To increase the number of cancellation free days across the Rail division.

¢ To improve our customer satisfaction scores in each of the North American businesses.

¢ To ensure all our UK Bus employees have access to lifelong learning programmes by 2012.

¢ To complete a Group-wide employee opinion survey.

¢ To increase the range of well-being programmes available to our employees.

¢ To develop a single appraisal framework across the Group that supports managers to deliver
effective appraisals and performance management conversations.

¢ To ensure our managers have core skills in areas such as communication, issue resolution and
Injury Prevention.

¢ To achieve an 8% reduction in carbon emissions in UK Bus and 10% in UK
Rail by 2012 on 2006 levels.

¢ To achieve a 2% reduction in energy use in UK Bus and Rail depots and
in the 100 largest energy using facilities in North America.

¢ To increase waste recycling by 2% in the UK and North America.

¢ To implement green travel plans across 50% of the UK Bus and Rail divisions.

¢ To develop and implement an underground storage tank training programme
throughout North America.

¢ To target our community strategy to increase employee and customer
involvement in our community programmes.

¢ To increase the number of operating companies with local community
partnerships.

¢ To start to measure the indirect impacts of our community programmes
using the London Benchmarking Group framework.




Designed by Shackleton Rollin
www.shackletonrollin.co.uk

We want to hear from you

We always welcome feedback on our report. Feedback is
an important part of our dialogue with stakeholders and
helps us to gain a better understanding of the issues they
would like us to report on. Please do take the opportunity
to provide us with your views by writing to us at the address
below or e-mail us at CSR@firstgroup.com.

Group Corporate Communications Department
FirstGroup plc, 50 Eastbourne Terrace,
Paddington, London W2 6L.G

T. +44 (0)20 7291 0505

F. +44 (0)20 7636 1338

www.firstgroup.com
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