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We are FirstGroup

Shaping
the future
of transport

FirstGroup is a leading private sector provider of
public transport. We provide easy and convenient
mobility, improving quality of lifa by connecting
people and communities. Cur services ara a

vital part of society — transporting customers for
business, education, health, social and leisure
purposes. Our businesses are at the heart of our
communities, and the essential services we provide
are critical to delivering wider economic, social

and environmental goals.
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FY 2023 highlights

1

We have delivared a strong financial

performance in the financial year. in First Rail,

our teams have worked extremely hard

on our gervice nhjectives and the nntahla
success of our open access operations

is further recognition of the considerable
expertise and ambition of our team. In

First Bus, we are seeing the benefits of
actions we have taken to transform the
business, and we are establishing ourseives
as leaders in dacarbonisation as we
accelerate the electrification of our bus flest
1o deliver valua not just for FirstGroup but for
all nur stakeholders,

Our leading positions in bus and rail,
togsther with the strength of our balance
sheet will allow FirstGroup to create
long-term shareholder value while dslivering
the vital services and innovation that are
key to achieving society's sustainability

and economic goals.

Graham Sutherland
Chief Executive Officer

= Strong financial performance driven by
growth in First Bus and First Rail open
access operations:

—{group adjusted attributable prefit more
than doubiled, to £82.1m ahead of
expactations (FY 2022: £36.2m)

—adjusted EPS of 10.8p for continuing
operations (FY 2022: 1.6p)

—year end adjusted net cash of £109.9m
ahead of expectations

Strategy remains focused on continuous
improvement in operational delivery,
continued investment in growth
opportunities, delivering value to
sharehcldsrs and playing a leading role in
the decarbonisation of UK public transport

In fine with this strategy delivered targeted
deployment of capital including:

~.£37m of capital deploved on value
accretive acguisitions in First Bus before
FY 2024 funding

—accelerated investment in First Bus in
decarbenisation following successful
applications for government co-funding;
c.£43m gross investment in glectric buses
and depact infrastructure before funding

—final dividend of 2.9p recommended in
line with progressive growth and dividend
policy

- launch of £75m on-market share buyback
programme in December 2022; £52.6m
completed as at 7 June 2023

—additional buyback of £115m preposed
following receipt of proceeds resulting from
North America exit

! Group revenue
i {continuing operations)

£4,755.0m

FY 2022 £4 591.1m

. Group adjusted operating profit

contmumg operations)

£161.0m

Y 2020 C10€./m

Adjusted earnings per share
(continuing operations)

Cautlonary comment concerning forward- Iooklng statements

This Annual Repart and Accounts includes forward-looking statements with respect to the business, strategy
and plans of FirstGraug and its current goals, assumptions and expectations relating to its future financial
condition, performance and results. Generally, words such as ‘'may’, ‘could’, ‘will’, ‘expect’, ‘intend’, ‘astimate’,
‘anticipate’, ‘aim', 'outlook’, ‘balisve’, "plan’, ‘sask’, ‘continug’, ‘potential’, ‘reasonably possible’ or similar
expressions are intended to identify forward-looking statements,

By their nature, forward-locking staternents involve known and unknown risks, assumptions, uncertaintiss
and ather factors which may cause actual results, performance or achievermnants of FirstGroup to be
materially different from any future results, performance or achievements expressed or implied by such

forward-locking statements.

Forward-looking statements are not guarantees of future performance, and shareholders are cautioned not
to place undue rellance on them. Forward-looking statemants speak anly as of the date they are made and
except as required by tha UK Listing Rules and applicable law, FirstGroup does not undertake any cbligation
ta update or change any forward-looking statements to raflect events occurring after the date of this Annual
Report and Accounts, Nothing in this Annual Report and Accounts is intended as a profit forecast or estimate

for any pericd.

10.6p

| FY 2022: 1.6p
|

Dividend per share

3.8p

FY 2022:1.1p

Download

Fral 73

Shaping the future
of transport

() Download here at: firstgroupple.com/

investors/annual-report-2023
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Introduction Strategic report Governance report Financial statements
Performance summary

FY 2023 Fy 2022 Change
(£m) {£m) em}
Cont. Disc. Total Cont. Dise, Total Cont. Disc Total
Revenue 4,755.0 4.0 4,759.0 45911 9869 55880 1838 @82y 8200
Adjusted operatingproft 1610 (66) 1544 1067 1201 2268 543 (1287)  {72.4)
Group adiusted aftiputale proft 821~ 821 862 - 362 459 o asm
dusted EPS : B .  106p (&9)}3 g;?p 1.6p 88  102p 900 @8 05p
Dividend per share 3.8p - _11£ - »Epi
Adusted’ Met CashviDeo 1088 3.9 113.8
FY 2023 Fy 2022 Change
(€m) {£m) {£m)
Statutory Cont Disc Total Cont. Disc. Total Cont. Disc. Total
Revenue 4,755.0 4.0 4,759.0 4,581.1 996.8 5,588.0 16839 992.9) (822.0)
Operating profit 1538 313 1852 1228 €833 8061 811 (6520} (6209
Poftveforetsx ey sl kesa)
ﬁ“ k T 1r§p o _ E,_Qp ) (48.4)
Net debt o o 1,269.1 - ete0esod
—Bonds barkendother debi el of sy (4198 @84z (53
—IFRS 16 lease fabiites 14,7486 - o8z T essa

1 Alternative Performance Measure (APM). Heconciliation of APMs to statutory measure can be found in note 4 on pages 168 to 171,

‘Cont.' refers to the Continuing operations comprising First Bus, First Rail and Group items. ‘Disc!” refers to discontinued operations, being First Student, Hest Transit
and Grayhound. Statutory operating profit from discontinued aperations of £683.3m includes the gaing cn sale of First Studert, First Transit and Greyhound US.

Key developments

First Bus
& 1.1m passenger journeys a day (FY 2022: 0.9m}: 168m service miles
operated in FY 2023 (Y 2022: 185m)

= Passenger volumes increased 20% vs. FY 2022 fovels, with commercial
and concessionary volumes up 21% and 19%

= Total passenger revenue increased to £A60,0m (FY 2022 £570.0my,
more than offsetting the reduction in government funding, which
decreased by £42 8m to £88.5m

= mprovement in aperating margin in H2 2023 to 7,9% despic angoing
inflationary pressures dus to;
--increased passenger demand
—improved driver avallability and operational improvernents
— netwark and fare realignments to better match services to demand

- regional management restructure completed to drive further
operational efficiercies
= Acquisition of Ensignibus in Essex, Airporter in Northern ireland and the
Meatrobus service in Bristol
= Disposal of First Scotland East and closure of Southampton-based
operations
= Accelerated investment in electrification of fleet and infrastructure:
-- gross investment of €.£43m in electric buses and depot infrastructure
before funding
— 83 electric nuses delivered in Y 2023 and 58 ultra-‘ast chargers
installed
—installation of solar panels at 20 depots completed in FY 2023
- net investment of ¢.£105m committea in FY 2024 on First Bus
decarbonisation, including the installation of 143 ultra-fast chargers,
supported by government co-funding of £82m

02 FirstGroup Annual Repcrt and Accounts 2023

First Rail

® PE3m passenger jsurneys in (Y 2023 (FY 2022: 201m); TOCs: 261tm and
open access 2.2m

= Open gceess operations performance ahead of expectations,
underpinned by strong leisure volumes

= Management-fee based contracts aggregate financial performance
broadly in line with expectations; focus remains on operational delivery
for passengers across all our services

» Great Western Rallway awarded National Rail Contract to June 2025
with an option for the DfT to extend it to June 2028

» South Western Railway contract extended to May 2025

» \West Coast Partnership (incorporating Avanti West Coastj contract
extended October 2023

= TRE contract not extended by DfT, operations were handed to the
Operator of Last Resort on 28 May 2023

Corperate

= Delivered a further ¢.£5m in annual central cost savings as previously
guided

= £122m realised from sale of almost all remaining legacy
Greyhound properties

= First Transit earnout crystallised following completion of sale of First
Transit business by EQT Infrastructure in March 2023 with estimated
proceeds of ¢.889m anticipated in H1 FY 2024

® £32m of the £75m on-market share buyback programme complated Dy
year end

= £15.7m of the Group's 2024 6.875% bonds repurchased in Bank of
England bond auction
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A leading UK public
transport operator

FirstGroup is a leading private sector providar of public transport. We provide easy and
convenient mobility, improving quality of life by connecting people and communities.

First Bus

First Bus is the second largest
regional bus operator in the
UK, transporting hundreds

of thousands of passengers
aday.

Wa serve two-thirds of the UK's
15 largest conurbations, with

a fifth of the market outside
London. We are a leading
operator in the majority of

our local areas, including major
urban centres such as Glasgow,
Bristol and Leeds.

(2 Read more about First Bus on
page 19

1.1m

passenger journeys
adayinFY 2023

Fleet of more than

4,500

buses operated

o1

depots and outstations

12,800

employees

Approximate First Bus
market share of UK market
outstde of London (%6)

<

First Rail

First Rall is the UK's largest

rail operator, with a track record
in running all types of passenger
rail; long-distance, commuter,
regional and sleeper services.

We have three Department

for Transport-contracted
operations: West Coast
Partnership (WCPF) which
includes Avanti West Coast
(Avanti), Great Western Railway
{GWR), South Western Railway
{SWR), and two apen access
routes: Hull Trains and Luma.

. () Read more about First Rail on
. page 23

772,000

passenger journeys
adayin FY 2023

Fleet of more than

3,500

locomotives and
rail carriages operated

408

stations

17,500

employees

Passenger revenue base of
First Raif operations (%6}

r

® Loisuro 64%
@ First Bus 20% Business 16%
Others 80% ® Commuter A%
— Avant; West Coast {Avanti) Business split
— Great Western Rallway (GWR) o
— South Western Raitway (SWR) Revenue (as % of Group)
- TransPannine Express {untit 28 May 2023) \
— Hull Trains » Aberdaar
— lume
First Bus operations
. @ First Bus - 18%
Baifast First Rail 82%
Adjusted operating profit
Ggher Dubln (as % of Group)
*Normor
o Core »lpsaach
#Chelmstocd
Manden | Basildar
‘e FirstBus 32%
First Rail 68%

Penzanca

04 FirstGroup Annual Report and Accounts 2023




Introduction Strategic report Governance report Financial statements

Positioned for the future

We are a focused and resilient business,
with a strong platform to grow as the partner of Lo -
choice for innovative and sustainable transport.

TapOff here

We have a clear piirpnse, a strong balance sheet, and a robust pesition from which

to deliver long-terrm, sustainable value for all of our stakeholders based on: [ \ |
T Tagl Oa?;

Leading positions - Digital innovation op

alongside our depth of experience and enabling us to attract more the easy

proven axpertise in bus and rail transport ' customers and enhance way te pay

- business efficiency, flexibility
. and profitability

Current inflection point for First Bus:
P
growth in public transport as ?mOfe a‘gi‘eTbU_S*ﬂf‘SS{eady
a critical enabler of society’s e oome &S TAIsClony 1

; 10% margin
sustainability goals ‘
underpinned by suppartive governmenits, i () Read more about First Bus
social policies and investment | onpage 19

(& Read more about sustainability on page 38 1

First Rail:

well placed for lower risk,
long-term, cash generative
rail operations with the
increasing contribution of

. open access and additional
| service revenues

| (3) Read more about First Rait
. onpage 23

Accelerating our investment in decarbonisation

to deliver value to all of our stakeholders
and maximise the opportunities for our business in the transition to a low-carbon econamy

& Read more about decarbonisation on page 43

FirstGroup Annual Report and Accounts 2023 05
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Chairman’s statement
14

FirstGroup has a clear purpose to
provide vital transport services that
connect communities, which are
critical to ensuring local economies
are, and remain, vibrant and robust.

David Martin
Chairman

In last year's annual report | highlighted that the
actions we had taken to divest the Group of its North
American assets would create a focused and resilient
business, with a strong platform to drive valus for all
our stakeholders. | am pleased to say hat the 2023
financial year has seen FirstGroup further consolidate
the significant gvolutionary steps of the last two years,
resulting in a strong financial performance, driven

by growth in First Bus and Frst Rall open access
operations, despite ongeing industry wide economic
and industrial relations challenges.

Among the highlights from the year that you can read
about elsewhere in this annual report, | am particularly
pleased that our close partnerships, working with
governments at all levels, is leading to the introduction
of 600 zero emission buses by March 2024 as First
Bus accelerates the trend to zero emission vehicles
by 2035.

Both commercial and concessicnary First Bus
passanger volumes have increased by more than
20% compared 1o last year’s levels, and we are
seeing improved driver availability and operational
improvements, as well as network and fare
realignments to better match saervices to demand.
We have deployed capital in First Bus on targsted
growth acquisitions in Northern Ireland and Essex,
and we have been successiul in developing our
pipeline of adiacent bus businesses.

In First Rail!, we were able to secure a new National
Rail Contract for GWR and extensions to our WCP
and SWR contracts, although we were disappointed
1o learn recently that the contract for TPE would not
be extended. The rail industry is entering a period

of change and we welcoms recent Government
comments that the private sector will have an
enhanced role to play in the sector's recovery

after some very challenging years. We urge the
Government to engage with the market on the steps
that can be taken, without primary legislation, in order
1o achieve this.

06 FirstGroup Annual Repaort and Accounts 2023
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Industrial action at train operating companies and
Network Rail has been a feature of this year, The
industry's focus remains on reaching a fair deal

which both rewards our people with a pay rise, and
delivers the reforms needed to improve reliabiity and
punctuality across the network. Rall trade unions
RMT, TSSA and Aslef have called a number of strikes
or other action throughout the year, primarily over

pay issues, which has led to significart disruption for
everyone, especially our passengsrs. We have worked
alongside other rail operators as part of the umbrella
trade body the Rail Delivery Group (RDG) to negotiate
and attempt to reach solutions to these disputes,
putting fair and reasonable offers to alf three. Notably,
TSSA members were able to vote on the proposals,
accepted the deal and have ended thair dispute. In
recent discussions with the BMT, the RDG put forward
an industry-wide resolution proposal agreed with their
negotiating team, which would have resclved this
dispute and given cur lowest paid staff a rise of up to
13%. Yet the leadership of both the RMT and Aslef
unions refuse to put the offer to a democratic vote so
that members can have thair say.

In the meantime, we have collatorated closely with
government and our industry partners to do all that
we can to minimise the effects on our customers and
provide as many trains as possible.

With rall industry-wide passenger volumes and
revenues stll below pre-pandemic levels and many
travel patterns changing, the industry as a whole
needs to deliver long overdue and much needed
workforce reforms, focused on enabling a responsive
rallway and improving passenger experience on
every day of the week. The railway inclustry considers
these vital and long-overdue changes to working
arrangements necessary 16 fund a reasonable pay
deal and secure the sustainable future of the sector
without placing pressure on public finances.

FirstGroup has further
consolidated the
significant evolutionary
steps of the last two
years, resultingin a
very strong financial
performance, driven

by growth in First Bus
and First Rall cpen
access, despite ongoing
industry wide economic
and industrial refations
challenges.



Areal success siury for us has been the sustainod
nopularity of our open access businesses Hull Trains
and Lumo, The latter saw its cne millionth passenger
in the year and helped to push rail's market share on
the key flow between London and Edinburgh above
50% for the first time.

Away from the UK, we took our final significant steps
0 leaving the Norlh Amierican market, with the culo of
Greyhound's legacy properties and the crystallisation
of the First Transit earnout occurring during the year.

Our Purpose

FirstGroup has a clear purpose to provide vital
transport services that connect communities.

Public transport is an environmentally-friendly sector
critical 1o resoiving some of society’'s most pressing
challenges, including climate change, air quality and
congestion. The Group's bus and rail operalivlis
offer value for money, easy and convenient choices
for customers, within and between somse of the UK
and Ireland's largest towns and cities. The services
we offer are critical to ensuring local economies

are, and remain, vibrant and robust and play an
important role in supporting national development
and sustainability aims,

Capital allocation and dividend

Following the completion of the sale of the North
Arnerican divisions, in FY 2022 the Board authorised
the de-risking of the balance shest through a
substantial contribution of £337m to the UK pension
deficit (including £117m in escrow), reduced debt
inctuding repayment of the Covid Carporate Financing
Facllity to the UK Government, and addressed other
longstanding liabilities. The Board subseguently
looked at options for the appropriate capital structure
and distribution policy for the Group going forward.

Introduction Strategic report Govarnance report Financial statements

The Board concluded that a well-capitalised, de-risked
balance sheet will provide FirstGroup with flexibility

to withstand econcmic uncertainty, to adapt 10 new,
post-pandemic travel patterns, pursue its growth
strategy and support a progressive annual dividend

as described in more detall balow.

Final dividend

2.9p

per share

proposed by Board
As a result of these considerations the Group has

adopted 2 halannod capital alocation nalicy, including
commitments to decarbonise the First Bus fleet,
maintain its progressive dividend policy and to review
targeted investment in strategically and financially
accretive growth cpportunities.

In Decemker, we completed the sale of all but twe in
the porticlic of our legacy US Greyhound properties,
with net proceeds of £122m. Accordingly, following the
receipt of these proceeds, and in line with our balanced
capital allecation paolicy, we tegan a £75m on-market
shars buyback programme and also announced

that £15.7m of the Group's 2024 bonds had been
repurchased in a2 Bank of England bond auction.

Following the crystallisation of most of the residual
values from the North American divisions, combinad
with the well-capitalised balance sheet and cash
generative business, the Board has recommended
an additional share buy back programme of £115m
that is subject to renewal of authority at the Group's
Annual General Meeting.

In the context of a competitive process to seek the most
attractive proposal for the sale of the North American
divisions, an earmout structure was previously agreed
for the First Transit business, which would benefit
shareholders in the Group. EQT Infrastructure's sale
of First Transit to Transdev North America completed
during FY 2023 and as such, the Group is entitled

1o an earncul consideration which is calculated as a
percentage of the realised equity valus cn the disposal
and contemplating the cash flows generated by First
Transit since March 2021 to completion. The Group
currently anticipates receipt of the First Transit earnout
consideration estimated at $89m in H1 2024.

FirstGroup Annual Repoert and Accounts 2023 o7



Introduction Strategic report

Chairman’s statement continued

In light of the Group's financial performance for

FY 2023 and in line with its policy of an annual payout
around three times covered by Group adjusted
attributable profit, the Board has proposed a final
dividend cf 2.9p per share, resulling in a total dividend
payment of ¢.£20m, 1o be pald on 18 August 2023 to
sharenolders an the register at 14 July 2023, subject
to approval of shareholders at the 2023 AGM,

The Board and corporate activity

We were very pleased te appoint Graham Sutherand
to the role of Chisf Executive Officer from 16 May 2022,
Graham has an established record in strategic
development, as well as engaging a diverse range

of stakeholders including consumer, business and
public sector customers, which he has cortinued
since joining the Group. The Board and | have worked
closely with Graham to identify the key drivers and
means to enhance our businesses, and tc consider
opportunities that exist for growth to maximise

the potential for future value creation. Shortly after
Graham's appointment, the interim period during
which | acted as Executive Chairman came to an end
and ! resumned the role of Non-Executive Chairman.

o8 FirstGroup Annual Report and Accounts 2023

Governance repart

Financial statements

From May 2022 the Company recelved a serles of
unsaclicited, conditional proposals from | Squared
Capital Advisors (UK} LLP in relation to a possible
offer 1o acquire the entire issued, and to be issued,
share capital of the Gompany. The unsolicited

offers from | Squared resulted in a final proposal

of 135p per FirsiGroup share Together with further
contingent value from the First Transit earnout. The
Board, having carefully evaluated the proposals
together with its advisers, concluded that the cash
component significantly undervalued FirstGroup's
continuing operations and its future prospects, and
the caontingent value did not provide shareholders with
sufficient certainty. Following this, | Squared told us in
August 2022 that it did not intend o make a firm offer
for FirstGroup.

The Group Is committed
to creating a more
diverse and inclusive
business in what has
long been seen as a
‘traditional’ sector.

After areview of the Board's oversignt of environment,
social and governance commitments to shareholders,
we established the Board's Responsible Business
Committee to overses the Group's practices and
performance with respect to health, safety, diversity
and inclusion and sustainability, including our transition
10 netzero, We have seen good progress inthese
areas during the year. The new Committee held

its tnaugural meeting in May 2022 and reports to
shareholders for the first time in this report.




Sustainabilily

FirstGroup is a major employer in all UK regions

and also in Ireland, with ore third of the Group's
employment falling within the 25% of UK local
authaority districts that have the highest rates of
unemployment. The Group is committed to creating
a mere diverse and inclusive business in what has
long been seen as a ‘lradilivial sector. Our recontly
launched Senior Women'’s Leadership programme is
designed to accelerate the readiness of women for
senior leadership roles across FirstGroup by building
advanced leadership capabilities and personal
confidence. Our Step Up/Step Forward and Reach
Up/Reach Forward programmes continue to make a
significant contribution in our drive 1o promote better
gender and ethnic minority representation across
our senior and middle management populations and
of the current population that have gone lhrough
these programmes, around a third have either been
promated or given a development role.

We have been making steady progress on attracting
and hiring more wormen and employees from ethnically
diverse backgrounds into the business. For the roles
advertised over the last year, we have again increased
the proportion of applications from women and athinic
diverse backgrounds and from those hired, more than
a fifth were women and more than a fifth were from an
gthnically diverse background.

FirstGroup began implementing the Task Force

on Climate-Related Financial Disclosures (TCFD)
recomimendations in 2021, a year ahead of the
ragulatory mandate, and has built on this during

the FY 2023 reporting cycle. At the Group level, we
have set a science based emissions reduction target
aligned with a 1.5°C ambition for Scope 1 and 2, as
well as emissions reducticn and supplier engagement
targets for Scope 3. Our targets have racently been
approved by the Science Based Targets initiative.

We also continue to strengthen our sustainabiity
governance processes. During FY 2023 we have
commenced work with a leading global consulting firm
to facilitate further integration of climate considerations
into our business processas through a serles of
tallored workshops and briefing sessions with key
functions across the Group as well as the Board. We
are alsc developing a Group-wide transition plan, in
line with the upcoming Transition Plan Taskforce (TFT)
recommendations and | look forward o reporting
further progress in this regard.

Following the Remuneralion Committee's raviow of
the role of sustainability and climate-related measures
within the Group's remuneration approach in FY 2022,
our annual and long-term incentive plans are now
linked to carbon intensity and the slectrification of our
transport services. This, of course, further reinforces
our commitment to incorporating sustainability issues
into core business decisions.

The future of the Group

Bus and rail networks are ¢nitical long-term green
infrastructure and play a key role in our communities.
Public transport connections offered by the Group’s
services are essential for vibrant local sconomies and
governments at all levels across the country. Transport
is the largest contributor to our domestic greenhouse

Introduction Strategic report Governance report

gAs aMissions, accounting for more than a quarter
of the UK's total, and private cars are the source for
more than half of the transport sector's emissions. It
is iIncurnbent on the sector to redouble efforts to get
people cut of those cars and planes onto buses and
trains. For FirstGroup and other transport operators,
this means doing everything we can to provide
customer-friendly, reliable and accessible services,
to make buses and lrains a convenient chaice for
everyone, whether they are regular passengers or
not. As for the Government, they are backing the
importance of public transport and encouraging more
people to use buses and traing, and they are putting
in funding to support this call. Longer-term funding
strategies are crucial for all bus and rail operators, as
the industry adapts 1o new travel patterns and works
tc improve and grow public services in the UK.

In addition to the Group's sorvices being a critical
enabler for society meeting its broader environmental,
social and governance objectives, as a transport
operator, the Group's commitment to a zero-emissicn
trajectory for its vehicle fleets is of vital importance.
The supportive UK policy backdrop and the growing
focus on innovation for the benefit of our customers
and the sustainability of our business gives us
encouragement for the Group’s growth potential.

Qur people

During the year the Group's 30,000 employees have
seen a considerable change from the post-pandemic
situation intc something approaching a new normal,
as passengears have breen returming in numbers. There
has also been a very challenging environmant due to
inflationary pressures and sustained industrial action.
Cur people are at the heart of our business and we are
continuing 1o look for ways in which we can support
them, particularly those most affected by the current
cost of living crisis. | would tike 1o thank all of our
employees, on behalf of the Board, for continuing to
support our customers and communities during this
difficult period.

Conclusion

Transport is &n important part of everyday life, and
people travel for a huge variety of business and
leisure reasons, all of which are essential to the
economy. The vital role of puklic transpart in the

UK was made clear during the pandemic and the
subsequent recovery, and governments at alf levels
understand the importance of the sector. FirstGroup
is a cash generative, well capitalised business with

a healthy and de-risked balance sheet and leading
positions in our core UK bus and rail marksts. The
Group has a strong platform both for delivery and

to maximise organic and inorganic opporiunities

that exist for growth, including the development of
ancillary businesses in adjacent markets. The Board is
confident the transformation of the Group undertaken
in the last two years is delivering and will continue to
deliver significant value for FirstGroup shareholders.
There are an encrmous number of opportunities
ahead of us as a leader in public transport and |, and
my fellow Board members, are vary positive about the
Group's future.

David Martin
Chairman
8 June 2023
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Our markets

As a market leader in the UK
bus and rail sectors, we are
well placed to work closely with
government and our partners
across the industry to deliver
the vital bus and rail services
that connect people and
commiunities and to respond to
megatrends including the net
zero and environmental agenda,

digitalisation and social inclusion.

f1===]

First Bus

We are the second largest
regional bus operator in the
UK, serving two-thirds of
its largest conurbations.

The market

In a typical year, around 2.6bn passenger
journeys are made on bus services outside
London, generating approximately £4.3bn in
revenue,

Local bus services (with the exception of
Londen, Manchester and Nortnern irefand)
have been deregulated since the 1980,
with most services provided by private
operators. For the majority of local bus
services, operators set fimetables and fares
on a commercial basis. A proportion of local
services are operated for local authorities on
a tendered bagsis. The market is competitive,
and, during a typical year, a number of
operators will enter and ieave the market.

Customers

A significant propaortion of custamers use
local bus services to commute to work or
sdugation and for shopping and leisure
purposes. As customer trips recover from
the lows seen during the pandemic, travel
habits have changed. Individual customers
ars travelling less freguently while an
Increasing number of youriger custorners are
using buses.

Megatrends

There is significant Government recognition
of the critical role played by the bus industry
in ecanamic, sacial and enviranmental
agendas for a sustainable future. A range

of emergency and recovery Government
funding schemes were put in place to
support the continued operation of regional
bus services during the period of pandemic
travel restrictions and the subseguent return
of demand. Funding has also been allocated
tc schemes aimed at stimulating passenger
demand, including free travel for Under 22s
in Scotland and the £2 fare cap in England
{rising to £2.50 from Novernber 2023 to
Novemier 2024).

Partnerships between operators and

local autharities are & core principle

to support service delivery, minimise
congestion, irmprove local economies and
drive innovation and investment. This was
demonstrated by ihe National Bus Strategy
anngureed in Margh 2021, which included
amutti-pillion pound funding package 1o
support simpler fares, improved services
and thousands of new gresn buses via local
authority-led enhanced partnerships or
franchising.

In support of the decarbonisation agenda,
Westrninster and the devolved governments
also have a number of co-funding grant
schemnes that are aiding the industry's
investmant in low and zerc emission buses.

We expect these trends to continue in the
cCOoming years.

3 Read more about sustainability megatrends in
the Responsibte busness section on page 38

10 FirstGroup Annua! Report and Accounts 2023

Fmaw mgm=

Market attractions

= Bus services are the guickest and most
cost-gffective machanism to achieve modal
shift fram private car use to lower amissions
and improve congestion in towns and cities

= Bus travel is relatively low cost per user
journsy and therefore an important underpin
for social inclusion poticies and the leveling
up agenda

= Using enhanced data there is increasing
visibility of large numbers of customears who
are regular but infrequent bus users enabling
the development of new propositions
to stimulate bus use. This includes
opportunities in the youth demographic
where car ownership is faling and
customers are increasingly environmentally
aware

» (rowing digital capabilities provide
significant oppartunities to optimise pricing,
improve service delivery, and create more
efficient operations.
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First Rail

We are the UK’s largest
passenger rail operator,

with a track record in running
all types of railway service.

The market

Passenger rail services are primarily provided
by private Train Operating Companies (TOCs)
through contracts awarded by the relevant
authority. They may also be provided on an
open access basis. There are currently 17
TOCs on contracts awarded by government
bodies and four open access operations

in the UK. Tha majority of the service
elements the TOCs provide to custormers are
mandated as part of their contracts. First Rail
hids for contracts against cther current UK
rail operators and public transport operators
from other countries.

At the start of the pandemic the Government
moved the contracted part of the industry to
a fee-for-delivery based mode!, rather than
the previcus system under which operators
were required 1o take congiderable revenue
and cost risk. The contracting system is
currently undergoing a transition to a new
structure intended to formalise this change
going forward, with operators more heavily
incentivised to improve passenger service
metrics, and a fower risk/lower reward
financial profile,

Introduction

Strategic report

Open access operators run services on a
different model. Track access agreements
with Network Rall set out where and how
nften they run trains; with agreements
approved by the Office of Rail and Road.
Open access routes are typically awarded
where there is a clear business case that the
route will promots compstition for the benefit
of rail users and will generate sufficient new
revenue.

Rail track and infrastructure (signalling and
major stations) are cwned and managed by
Network Rail. TOGs typically lease rofling
stack from leasing companies and stations
from Network Rail. On some passenger
routes there is competition from other

rail services and, to a lesser extent, from
long-distance coach services and airlings.

Customers

Rail is generally categorised into three
sectors: London and South East commuter
services, regicnal, and long distance.

Certain networks also offer sleeper services,
Parts of Great Western Railway fall into all
four categories. South Western Rallway's
customers are largely commuters. Avanti
West Coast is mainly a long distance intercity
operation, while Hull Trains and Lumo cater
to mainly long distance and leisure travellers.

Megatrends

The UK Governrment has a goal o remove all
diessel-only trains from service by 2040 and
a number of operaters now have bi-mode
trains in service which can run under both
electric and diesel power, as well as fully
electric trains, including Luma's all electric
fleet.

Governance report

Financial statements

Open access operaters who retain all
revenue and cost risk and opportunity, are
benefiting from leisure passenger volumes
and have not only encouraged passengers
to travel by train as opposed to flying on
some routes, but they have also increased
demand on some of the TOCs' routes.

The UK Government has provided significant
support to the rail industry through one of
the most challenging periods in its history as
it adapts to post pandemic travel patterns
and continued industrial action. The private
rail sector has an important role to play
alongside the Government, in reinvigerating
the rail industry, driving innovation and
attracting more customers to the rallway.

Community rail is important to foster relations
within the communities that we serve. Our
local partnerships have helped to improve
stations as well as encourage rail use.

(2> Read more about sustainability megatrends in
the Responaible business section on page 38

Market attractions

® Rail is a fundamental part of the UK's
transport infrastructure, supporting critical
commuting and leisure passenger flows

= The market offers more than £8kn of
contract-backed passenger revenue in
a typical year through around 17 major
contract opportunities

= New contracts have no revenue risk and
clear performance-based fee opportunities,
with low capital intensity

= The envircnment is requlated, with limited
cost risk protected by annual budgeting.

FirstGroup Annual Report and Accounts 2023 11
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Our business model is designed to deliver value to a wide range of stakeholders by providing the vital
services and innovation that are key to achieving society’s social, economic and environmental goals.

Key strengths and resources >

Qur people

®

future sucGcess.

Vehicle fleets and depots

®

and morea than 3,500 locomoti
and rail carriages across the U

transport services

Our commitment to our customers,
employses and others on safety and
reliability is an unwavering focus for

the Group.

Relationships with key
local authority and national
government stakeholders

®

Our 30,000 employees are at the heart
of our business and have the skills,
expertise and knowledge to drive our

We operaie more than 4,500 buses

Reputation for safe and reli

ves
K.

|
|
%
%
|

able

and deep engagement with government
and decision makers at all levels arg

essential to our success.

Our long-sstablished relationships \
i

A stable financial platform

and we maintain an investmen

credit rating to enable long-term '

service continuity.

Our business is cash generative, i

T grade
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= | First Bus

Revenues are principally derived from
fares comprising passenger ticket

sales and concessionary fare schemes
{reimiursements by local authorities for
passengers entitled to free or reduced
fares); and funding revenue, which
includes recovery funding and Bus
Service Operatars Grant {'BSOG") fuel
reimbursement payments. Revenue is
also generated through tendered local
bus services and bespcke contracts for
businesses or cne-off events, as well as
tendered services for local authorities
such as Park & Ride schemes.

We act in accordance with our strategic
Mobility Beyond Today sustainability
framewaork which drives innovation for
customers and ensures we meet our
societal commitments.

N aBHIL,
o‘s“gv.a\ ol bs,’dr
o &
Mobility

Beyond
Today

9
£
%,
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o
¥ Peapte and <

& ) First Rail

Under the terms of the
concession-based Nationai Rail
Contracts that have replaced

the previous UK passenger rail
franchising structure, the TOCs bear
no revenue risk and very limited cost
risk under an annual budget agreed
with the DfT. They earn an annual
management fee for service delivery,
with the opportunity to earn additional
performance-based incentives. Open
access operators retain all revenus and
cost opportunity and risk,

The framework is aligned to
six United Nations Sustainable
Development Goals,

§ 8B
oN ]

052 RS
-
< <>

) Read more about our sustainability
framework an page 38

Qur efforts are underpinned by our vision and values

We provide easy and convenient mohbility, improving
quality of Iife by connecting people and communities.

Committed to
our customers

@
@

Supportive
of each other

Dedicated
to safety

Accountable
for performance

©

Setting the highest
standards
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Stakeholders () Head more on page /8 Section 172 statement @ Read mare on page 81

We interact with a huge range of
stakeholders every day.

The Board is responsible for promating
the success of the Campany over

the long term, having due regard for

all stakehoiders

Value creation for stakeholders > ll Progress in FY 2023

1. Customers

Delivering safe, reliable, value for money
and easy-to-use travel services for millions
of passengers each year.

In a challenging inflationary envirenment, in First Bus we worked with local authority
and government partners 1o ensure that our ticketing and fare options remain
affordable, take advantage of the latest technology, and are better matched to
evolving travel patterns. In First Rall we introduced new fleets, trialled low-cost fiexible
fares, and put in place a number of tools to improve accessibility and support all of
our custcmers on our trains and at cur stations.

390m bus passenger journeys and 263m rail passenger journeys recorded
in FY 2023.

2. Investors

We aim to deliver sustainable financial
performance and long-term value creation,

with & capital allocation policy balanced between
investment. growth, and shareholder returns.

In line with our disciplined capital allocation policy, in FY 2023 we declared a full year
dividend of 3.8p per sharg, launched a £75m on-market sharg buyback programme,
made a strategically and financially accretive acquisition in Bus and, following
successful co-funding applications, we accelerated investment in the decarbonisation
of the bus fleet and infrastructure.

¢.£32m of £75m buyback programme completed in FY 2023,
Announced proposed further additional buyback of £115m.

3. Government

Operating efficient and reliable transport services
that help to meet wider policy objectives such as
levelling up, decarbonisalion and air quality.

4. Empioyees

Many thousands of our employees work in
depots, stations and offices, They are the face of
FirstGroup, delivering great service to our milions
of passengers.

We worked closely W\Th the Westminster and devolved governments as we!l as with
local authorities across the country, to introduce zerc emission fleets at First Bus and
progress government funding initiatives to encourage passengers 1o retum to bus
travel. In First Rall, despite the challenging industrial relations environment, we worked
with government and industry partners to encourage passengers 1o return to our
networks througn a variety of service improvements and ticketing initiatives.

In March 2023 we joined a group of feading Scottish businesses to launch
the Climate Action Hub to support local SMEs to better understand climate
risk and develop decarbonisation plans.

We have established two groups to drive our equallty, dlversny and inclusion agenda
and the Board’s Responsible Business Committee reviews our practices in supporting
our people. Our Step Up/Ferward and Reach Up/Forward programmes continue

to make a significant contribution in cur drive to promote better gender and ethnic
minority representation across cur management populations. Ve have once again
increased the number of apprentices training in our industry leading programmes.

Over 850 apprentlces at the end of March 2023.

5. Communities

Supporting stronger economies and local
communities by enhancing our engagement
activities, improving our services and
supporting social inclusian,

6. Strategic partners and suppliers

Bullding long-term relationships, optimising value,
mitigating risk and increasing sustainability and
sthical standards throughout our supply chain.

We have continued tc support our communities through parmershups and initiatives
with local community groups and charities. Following an employee vote, First Bus
chose Macmiilan as the division’s charity partner for the next three years. in First Rail,
our TOGs worked alongside the Department for Transport on local community rail
programmes. During the year our rail TOCs supported the allocation of funds to over
sixty community rail partnerships and warked with community partners to ensure the
successful delivery of their initiatives.

We invested £617,00 in our local communities in FY 2023.

Durmg FY 2023 we swgmfcantly mcreased engagement WIth our Iargest suppliers
to support carbon reporting and decarbonisation initiatives in order to set Science
Based Targets. We expect to continue breader and more regular engagement with
key suppliers on sustainability going forward.

FirstGroup Annual Report and Accounts 2023 13
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Chief Executive Officer’s review

Performance in FY 2023 in the face of the ongoing
industry wide challenges has demonstrated the value
and increasing diversity of our revenue streams,
which together with our strong balance sheet and
breadth of capabilities underpin our robust platform

to deliver further growth and value.

Graham Sutherland
Chief Executive Officer

Introduction

| am pleased tc report a strong financial perfermance
by the Group in FY 2023, despite the ongoing
economic and indusirial relations challenges. Growth
in First Bus in the second half of the year and tha
outperformance of our open access rail operations
have resulted in the Group more than doubling its
adjusted attributable profit for the year, to £82.1m.

We ended the year with adjusted net cash of £109.9m,
after deploying growth capital of £37m and capital
expenditure of £94m in First Bus, and launching a
£75m on-market share buyback programme. Both of
these are in line with our strategy of investing in growth
and decarbonisation in Bus and returning value to our
sharehclders. The Board is also recommending & final
dividend of 2.9p (FY 2022: 1.1p) resulting in a full year
dividend of 3.8p (FY 2022: 1.1p).

in First Bus, as the regional bus market gradually
returns to 2 more commercial model and we continue
the transformation of the business, our performance

in the second half of FY 2023 has ro nforced our
confidence in the scope for significant earnings growth
and margin enhancement over time, and we are
working hard to deliver this.

Our First Rall open access operations have reported
excellent progress during the year, with both Hull
Trains and L.umo delivering revenue and profits ahead
of cur expectations, underpinned by strong leisure
passenger demand. In its first year of operation,
Lumo carried more than a million customers, many of
whom would otherwise have flown between London
and Edinburgh at g far greater envircnmental cost.
The notable success of our open access operations
has reinforced that, as the largest private sector

rail operator in the UK, we have the experience

and entreprensurial spirit to resclve chalienges and
innovate in the rail sector for the future and encourage
passengers back to the railway.

4 FirstGroup Annual Report and Accounts 2023

The BT management fee-based contracts
experienced significant industrial relations challenges,
most notably at Avanti and TPE. Our teams have
worked extremealy hard to address the issues they have
faced and deliver their agreed plans to restore services
to the lavels tnat our passengers rightly expect.

Revenue (as % of Group)

~

The past three years have been among the most
challenging in the history of the UK’s rail industry,
with it adapting 1o post pandernic trave) patterns
and continued industrial action which has caused
significant disruption for rail passengers and
businesses across the country. We welcomed the
recent position articulated by the Secretary of State
highlighting that going forward, there wil be an
enhanced role for the private gector, to reinvigorate
the rail industry, drive innovation and attract more
customers 1o the railway and we urge the Government
to engage with the industry on the steps that can be
taken, without primary legislation, n order 1o achiove
this. First Rail has been a market leader in UK rail

for many years and we will play a significant role in
the industry as it evolves; we remain committed to
waorking closely with governiment and our partners to
deliver a successful raitway that serves the needs of
our custormers and communities.

# First Bus

] 18%
(jirst Raf

Operational highlights - First Bus

The overall performance of our First Bus business

is predicated on running better quality mileage by
using our enhanced data 1o align services to demand,
implement smarter fares, and drive efficiencies across
our operations. The division's strong performance in
FY 2023 has cemonstrated that we are achiaving this.

The division's total revenue increased significantly in
FY 2023, to £802.5m, from £789.9m in FY 2022, Total
passenger revenue increased by £90.0m to £660.0m,
more than offsetting the reduction in government
funding, which decreased by £42 8m to £86.5m.

The division reported an adjusted operating profit

of £58.4m for the full year (FY 2022: £45.2m) and its
operating margin of 7.9% in the second half of the
year was well ahead of our full year margin of 5.7%

in FY 2022,




Total passenger volumes increased by 20%

fturn FY 2022 isvels during he year. The £2 fare

cap scheme in England that was introduced

in January 2023 and recently extended to

November 2024, with an increase in the cap to £2.50
from Novermbar 2023, and the free travel for Under
223 scheme in Scotland, in place since January 2022,
have both positively impacted volumas.

We have alsc benetited trom improved driver
recruitment in many of our locations, the yield

and pricing actions wa made during the year as
permitted under the continued government funding,
further realignment of our network to better align
services to demand and the implementation of our
regional management struciure to deliver further
onerational efficiencies,

Our enhanced data and digital capabilities are a key
part of the transformation of our business, They are
providing unprecedented granular insight that is now
driving our commercial decisions, allowing us to
deliver our pricing strategy and to have more informed
conversations with our local autherity partners. Around
80% of our ticket transactions are now digital and

we recently became the first major UK bus operator

1o install ‘tap on tap off' tachnology on an entire bus
flest, alowing for improved customer convenience and
distance-based fares, as well as enhanced data for
the business.

Introduction Strategic report Governance report Financial statements

Wa have also successfully diversified and increased
our revenues from our adjacent services. Thése
busingsses reported a good financial performance
in FYY 2023, aided by the first full year of our 100%
ownership of Somerset Passenger Sofutions ('SPS')
and the acquisition of Airporter in Northern Ireland in
October 2022, The adjacent bus services markeat in
the UK is considerable, and we are actively reviewing
a pipolino of epportunitios 1o incroace our prooenece
in the market, including the recent award of additional
contracts for a large logistics provider and for East
Midlands Airport and of course, through the recently
completed acquisition of Ensignbus

80%
of our First Bus

ticket transactions
are now digital

Regional bus operators have welcomed the DfT's
racent two-year funding settliement for operators

in England, demonstrating a strong recognition

of the value of buses to the economy and to local
communities. It will also enable bus operators and
local authorities to plan, promote and grow services
with greater confidence and with an extended pericd
of ¢lartty. The Scottish Government has also recently
announced the launch of a second phase of zero
emissions funding for bus operators and, in Wales, the
Government continues to work with bus operators and
local authorities on a detalled strategy to deliver on its
long-term ambitions for bus to support climate change
and economic strategy.

How our Caledonia bus depot works

Having completed its transformation in May 2022,
our Caledonia depot in Glasgow is the UK's largest
electric bus depot, with 150 new buses supported
by the Scottish ultra-low emission bus scheme and
£48m of our own investment,

We selected Hitachi as a prime strategic partner
to support the transformation of the depot. Hitachi
provides batteries through a leasing arrangement
and is also responsible for the maintenance

and effective utilisation of the batteries, as

well as previding charging software and other
decarbonisation technology.

Qur electric buses, which were purchased from
Scottish manufacturer ADL, are plugged into one
of our 150 charging points situated at Caledonia,
normally charging overnight cnce they have been
cleaned. All the chargers on site are ultra-rapid
chargers with some reaching full charge within
four hours.

Maintenance activities on these buses are conducted
in the same space as our diesel vehicles with the
addition of some specialist tooling and chargers within
the maintenance bays. Our engineers receive specific
elactric vehicle tachnical familiarisation and training.

QOur smart charging software ensures there is
sufficient electricity in the grid to charge the electric
buses. It also optimises charging when electricity is
atits cheapest, as well as making sure the amount
we recelve does not excead capacity.

Our buses are nat charged at the depot while they
are in service during the day, and we currently have a
number of pilot schemes in progress where a nurmber
of local businesses, including delivery firm DPD, are
using our ultra-rapid chargers to charge their electric
vehicles during the day.

150

electric charging points
in our Caledenia depot

To power our depot we receive electricity from a local
primary substation which is a fully renewable energy
source. We are in the process of building a substation
which will allow for an additional 200 vehicles to be
charged, both for use by our own fleet as well as other
third parties from around the city who want to utilise
the facility.
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Chief Executive Officer’s review continued

There is no doubt that First Bus is a more agile
business today, and following its cutperformance in
the second half of FY 2023 we remain confident that
we will deliver further, sustainable revenue growth and
continue our progression towards a 10% operating
margin in bus as the business retums to a more
commercial modal.

Accelerating our investment in our
bus fleet and infrastructure

As a major UK regional bus operator, we have a key
rale to play in the decarbonisation of public transport
in the UK and we are rapidly establishing ourselves as
a leader in bus fleet and infrastructure electrification as
we progress towards our commitment of a 100% zero
emission bus fleet by 2035.

The electrification of bus flests and infrastructure
requires close co-operation between operators and
local authorities, and funding from both parties.

We have committed net investment of ¢.£105m

in FY 2024, supported by government co-funding
of £82m.

In FY 2023 we took delivery of 83 electric buses and
we have ¢.400 electric buses on order for delivery

in FY 2024, which maans that we will have over 650
zera emission vehicles by March 2024, as well as

four fully electric depots, in York, Leicester, Norwich
and Hampshire, the first outside of London. As part
of our bus depet infrastructure decarbonisation and
cost cutting initiatives, we are installing solar pansls at
our depots. We made good progress in this ragard in
F 2023, installing panels at 20 of our depots.

The electrification of our bus fleet and depots will also
create significant opportunities for the creation of
adjacent revenue streams and sustainable value for all
of our stakeholders. We are already conducting trials
with third party businesses making use of our ultra-fast
chargers when aur buses arg in service during the day
at our Caledonia depot in Glasgow and in Aberdeen
and we plan to replicate this at other depotsin

the futurs.

Lumo - our green open access success

Launched in October 2021, Lumo is our open
access ral service between London and Edinburgh
that uses electric trains on every service. Offering
customers five services a day each way at an
affordable price, Lumo carried a milion passengears
within its first year.

Travelling by Luma is 40 times greener than flying.
Between April and August 2022, for the first time,
over half (57%) the journeys between Edinburgh

and London were by rail, compared to 36%
pre-pandemic. This has helped take the equivalent
of mare than 2,500 flights out of the air. In July 2022,
around 63% of travellers between Edinburgh and
London chose rail over domestic flights, suggesting a
modal shift that is here to stay. We are also proud to
be supporting green jobs as we deliver the transition
to zero emission public transport, with Lumo alone
creating mare than 100 jobs at its Newcastle
headguarters.

Open access operators run services on a different
model from other train operating companies. They
have track access agreements with Network Rail that
set out where and how often they run trains; these
agreements must also be approved by the Office

of Rail and Road. Open access routes are awarded
where there is a clear business case that the route
will promote competition for the benefit of rail users
and will generate sufficient new revenue without
taking it from current operators.

Lumo’s services operate aleng the East Coast Main
Line connecting London, Newcastle, and Edinburgh.

s FirstGroup Annual Report and Accounts 2023

Lumo's propasition focuses on providing a gresner
rail alternative to air travel between the two capitals,
as well as stops at Morpeth and Stevenage to give
customers an alternative to using Newcastle and
Luton airports. Lume came to the market at the right
time, offering a unique product, with no equivalent rail
service and at a price competitive to budget airlines to
ancourage & modal shift from air travel to rait.

Travelling by Lumo
is 40% greener
than flying

Having demonstrated how Lume would offer the
greatest benefit and growth for the rail market and
once Network Rail upgrades had taken place to
support the new route, the rights were awarded

in May 2021. While the pandemic impacted both

of FirstGroup's open access routes in terms of
passenger volumes and revenue, as well as causing
delays in training and manufacturing, it was felt the
lgisure customers who would use Lumo would return
nost pandemic. Lumo launched in October 2021
starting out with four services a day, increasing to ten
a day over tme by April 2022.

While the Lumao business incurred significant start-up
costs, we have seen significant growth over the past
year. This is thanks to passenger demand beating our
initial forecasts, with leisure travel returning strongly post
pandemic as well as increased advertising and digital
ticket purchasing channels. The autonomy on pricing is
a significant advantage of the open access model,

To emphasise Lumo's green credentials we are
launching a carbon calculator that measures Luma's
carbon emissions, giving us data that we can then utilise
to highlight 1o stakeholders the benefit of rail over air
travel as well as with customers when they buy tickets.




Operational highlights - First Rail

The management fee based operations reported
rovenue of £3,805.6m in FY 2023 (FY 2022: £3,762.2m
and adjusted operating profit of £93.3m (FY 2022:
£97.5m).

In June 2022 we were awarded a National Rail
Contract for GWR to June 2025 with an option for the
DIT to extend it to June 2028. As well as working on
the introduction of three new stations on the network
that are dué to open in FY 2024, GWR infroduced a
new timetabie in May this year that has resulted in a
5% increase in train services a day.

In February, we welcomed the DfT's decision to
exercise the option to continue the current contractual
arrangermients for SWR for the full two year extension
period. The NRGC will now run urtil 25 May 2025 and
will allow the SWR team to build on its achievements
during the first two years ot the contract, and 1o
continue 1o improve the customer offering on the
network, with a new fleet of Arterio trains starting to
be introduced in H2 FY 2024,

We subsequently announced in March 2023 that we
had agreed an extension of the current contractual
arrangemants for WCP with the DfT, 1o 15 October 2023
and we continue discussions with the DT regarding a
longer-term NRC for WCP, The agreement to extend the
contract has allowed our team to continue their focus

on delivering their robust pians to improve services for
our customners, including further progress on our frain
upgrade and refurbishment programime, and we also
continue to work closely with HS2 Limited in our role

as shadow operator, Performance at Avanti is much
improved. Since the introduction of the new timetable in
mid-Decamber, the number of services has increased
by more than 40% compared 1o last summer, with

more seats and better frequencies, and during the most
recent petiod Avanti operated around 98% of scheduled
services, We have also continued to roll out the £117m
refurbishment programme of the Pendolino fieets with all
trains being fully refurbished this year.

In May 2023 the DIT announced its decision not to
exercise its option to extend TPE's NRC and its Operator
of Last Resort has now taken over the delivery of
passenger services on the network. The decline in TPE's
service levels was due to circumstances largely out of
our control, mainly the challenging industrial relations
ervironment including the withdrawat of longstanding
industry-standard overtime arrangements when

TPE was undertaking unprecedented driver training
requiremants due to infrastructure upgrades. The loss

of the conlracl was a huge disappointment for our team
which has worked extremely hard to improve services
and to successfully recruit and train more drivers than
ever before, We had alsc worked closely with the DT
and Transport for the North on an agreed recovery plan,
which had led to a ¢.40% reduction in cancellations in
May 2023. The decision has not altered our belief in the
important role of private rail operators in the delivery of
vital, environmentally friendly transport for customers
and communities across the UK,

Our open access operaticns Lumo and Hull Trains
had a very successful year and performed ahead
of our expectations, supported by high leisure
passenger volumes.
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For FY 2023 they delivered an adjusted operating

profit of £19.6m compared to aloss of £(16.6)m in

Yy 2022 {which reflected Hull Trains' recoveary fram the
pandemic and the start up costs for Luma). This is a
remarkable achievement and reinforces our belief in the
ability of the private operators tc provide the expertise,
innovation and investment to bring more passengers
back to rail and deliver profitable operaticns.

Open access delivered
an operating profit of

£19.6m

Uur additional services businesses, including Mistral
Data, evo-rail and First Customer Contact delivered
adjusted operating profit of £11.9m in 'Y 2023, up
from £6.9m in the prior year.

Corporate activity

We have made significant progress in monetising
the contingent values from exiting North America. In
December 2022 the Group received net proceeds
of £122m from the sale of all but two of its remaining
Greyhound US properties. Following the receipt of
these funds we launched a £75m on-market share
buyback programme on 19 December 2022 and by
the end of FY 2023 we had completed £32m of tha
programme. We were alsc able to buy back £15.7m
of our 6.785% September 2024 bonds as part of the
Bank of England’s bond auction in November 2022.

In March, EQT Infrastructure completed the sale of
First Transit and we anticipate receipt of the First
Transit earnout consideration currently estimated at
$82min H1 FY 2024.

In line with our strategy of investing in value accretive
growth apportunities, in First Bus we have deployed
growth capital of c.£37m on a number of acquisitions in
FY 2023, most notably Ensigntus in Essex and Airporter
in Northern Ireland. The acguisition of Ensignbus,

a long-established, high-performing business, will

not only provide a number of synergies and value
accretive growth opportunities in adjacent services
contracts and the bus vehicle dealership market, but it
will also enhance our local commercial bus operations
in Essex. The addition of Airporter has expanded our
footprint in Ireland and created an enhanced service.

£122m

received from sale of
portiolio of Greyhound
properties

Capital allocation and dividends

In light of the Group's financial performance for

FY 2023 and inline with its progressive dividend
policy, the Board has proposed a final dividend of
2.9p per share, resulting in a final dividend payment of
¢.£20m, be paid on 18 August 2023 to shareholders
on the register at 14 July 2023, subjact to approval

of sharsholders at the 2023 AGM. The total dividend
for the year paid and recommended is 3.8p per share
(FY 2022: 11p per share). We have also announced
today that the Board has proposed an additional
buyback of £115m, subject to renewal of the usual
buyback autherity at the AGM and following the
receipt of the proceeds from exiting North America.

Progressing our sustainability credentials
and social value contributions

| am very pleased to report that for the fourth
consecutive year, we have bean included in tha
Clean200 Report, which ranks the waorld's largest
publicly listed companies by their total clean
energy revenues from products and services that
provide solutions for the planet and define a clean
energy future.

FirstGroup Annual Report and Accounts 2023
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We have also received the Green Economy Mark on
the London Stock Exchangg in recognition of our
contribution to the global green economy. We were
also the only UK public transport operater to be
included in the 2022 S&P Sustainability Yearbook and
our score improved to B on the Carbon Disclosure
Project ({CDP’) global disclosure programme this vear.
In addition, we were ranked third out of the world's

90 most influential fransport companies in the World
Benchmarking Allance's recently published Transport
Benchmark that uses publicly available information

1o assess companies on their progress towards
decarbonisation and their contributions to a just
transition and social transformaticn.

The Group has worked hard over many years to
establish its safety culture and our focus remains
on our commitment to the safety of our custormers
and employees. In FY 2023 we continued 1o invest
in technology systems and introduced a number

of initiatives and awareness campaigns to reduce
incidents and to effectively monitor and manage our
performance.

In September 2022 we published our first social value
report, working with thae Centre for Economics and
Business Research to identify in a clear, robust and
evidence-based way how exactly we add value, and
how much we contribute in a given yaar. We create
soclal value by supporting prosperity, growth and jobs
in the communities we serve, for example through
iocal employment (direct and in our supply chainy,
local procurement and community engagement
programmes. We als¢ play a critical role in reducing
congestion on the roads, improving air quality and
facilitating the transition to a zero-carbon world. The
report highlighted that during FY 2022 we generated
£1.44bn of gross value added {'GVA"} contribution

to the UK sconomy and spent £2.44bn on goods
and services provided by UK firms. Our bus and

rail services were estimated to have saved the UK
economy £1.3bn In congestion costs in FY 2022 and
in terms of employment benefits, for every 10 jobs
directly generated by FirstGroup in the UK, a further
13.1 jobs are supported in the wider economy and our
aggregate employment compensation was £2.9bn
for the year.

Looking ahead

Whilst the broader economic and industrial relations
backdrop remaing challenging, current trading is in
line with our expectations and the Group anticipates
financial performance in line with our expectations

for FY 2024. Positive free cash generation after
investrment of ¢ £130m principally in the electrification
of the First Bus fleet and infrastructure, as well as
capital returns to sharehclders, is expected to result in
an adjusted net cash position in the range of £10-20m
at the end of FY 2024, assuming the completion of
the returns 1o shareholders and before investing in
potential inorganic growth opportunities.
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Although clearly sensitive to broader consumer
spending and inflation trends, we do expect sequential
progress i~ First Bus in FY 2024 as we continue to
penefit from the actions we have taken to transform
the business as well as the first full year contribution of
both Airporter and Ensignbus.

in First Rail, financial performance is expected to be
in ling with our expectations despite the TPE contract
not being extended by the DIT. We expect profit from
our open access operations 10 be at least in line with
FY 2023, with continued strong passenger demand
offsetting increased electricity prices and track
access costs. We expect our management fee-based
operations o deliver aggregate financial performance
broadly in line with management expectations,

Looking further ahead, it is anticipated that First Bus
will deliver further earnings growth as it continues

its transition to a more commercial and efficient
model, and from the targeted deploymant of growth
capital in both commercial and adjacent services
opportunities, including over time, additional revenue
streams resuiting from the electrification of our fleet
and infrastructure.

In First Rail, we expect a broadly consistent level

of contribution from the management fee-based
operatians, and we anticipate further growth from
both our open access and rail additional services as
we look at ways to expand our customer offering,

and our additional services businesses. We also
continue 1o actively review a broad pipeline of growth
opportunities where we can make use of our extensive
experience and expertise.

in line with its disciplined capital allocation policy, the
Board remains committed 10 its progressive dividend
oolicy as well as reviewing the potential for further
additional distributions to shareholders over time.

Conclusicn

Our performance in FY 2023 in the face of the ongoing
industry wide challenges has demonstrated the value
and increasing diversity of aur revenue streams, which
together with our strong balance sheet and breadth

of capabilities underpin our robust platform 1o deliver
further growth and value. It is also testament 10 the
expertise, dedication and resilience of cur employees
at all levels across the Group, and 1 am extramely proud
and grateful to all of our employees for thelr hard work in
support of our customers and communities especially
during the cost of living crisis.

Hock forward to working with all of our teams to
capitalise on the considerable cpportunities that
lie ahead for FirstGroup to create substantial and
sustainable value for all of our stakeholders and support
the UK's social, economic and environmental ambitions.

Graham Sutherland
Chief Executive Officer
8 June 2023



Business review

(=) First Bus

The overall performance of our
business is predicated on running
better quality mileage by using our
enhanced data to align services to
demand, implement smarter fares
and stimulate demand, and drive
efficiencies across our operations.

First Bus is a more agile
business today, and its
outperformance in the second
half of FY 2023 has given us
increased confidence that we
will deliver further revenue
growth and a 10%
operating margin in bus
in the medium term,

Janette Bell
Managing Director, First Bus

Revenue

£902.5m

FY 2022: £789.9m

Adjusted operating margin

6.5%

FY 2022: 5.7%

Average number
of employccs

12,800

FY 2022: 13,500

Adjusted
operating profit

£58.4m

FY 2022: £45.2m
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£m
change

11126
11.09

Adjusted operating profit

132

| Adjusted opsrating margin

5.7%
104.4

+80bps

+16.5

EBITDA
Passenger volumes

| Operated mileage 185.1

" Net operating assets

653.2

i Capital expendilure

s R

Y

+58.6

First Bus reported revenue of £902.5m

{FY 2022: £789.9m) principally due 1o a 15.8%
increase in passenger revenue, mainty reflecting

© increased passenger volumes in the second half

of the year. Total passenger revenue increased to
£860.0m (FY 2022: £570.0m), moere than offsstting the
£42.8m decrease in government funding. Our adjacent
services revenue increased to £175.1m from £120.9m

- in the prior year.

‘ Adjusted operating profit increased to £58.4m

| FY 2022: £45.2m). Statutory operating profit was
£51.4m (FY 2022: £45.2m) with £7.0m of adjusting
charges relating 1o the restructuring of the business
including the sale of First Scotland East and the
closure of our Southampton-based operations,

Overall passenger volumes increased by 20%

in FY 2023 relative to FY 2022 equivalent levels,

with commercial passenger valumes up 21%

and concessions up 19%. Passenger volumes

have benefited from the £2 fare cap scheme in
England, and the free travel for under-22s scheme

in Scotland that has already funded over 50 miillion
free bus journeys since its launch in January 2022.

By stimulating passenger demand these schemes
have both encouraged a modal shift to bus travel

and increased social mobility. Under the £2 fare cap
scheme in England, operators agree a reimbursement
schedule in advance with the DfT based on the
projected cost to the operator for charging a flat

£2 fare for journays that would otherwise have cost
mora. In Scotland, under the free traveal for under-22s

i scheme, operators are reimbursed a propertion of the
i cost of a full adult fare.

FirstGroup Annual Report and Accounts 2023
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First Bus operated 168 million service miles in FY 2023
compared with 185 million miles in the equivalent
periodin FY 2022 on a like for like basis following the
network changas implementea in FY 2023 to better
align services to demand.

Since September 2021, the delivery of local bus
services across England has been reinforced by the
DfT's £226.5m Bus Recovery Grant {{BRG') package
which was allocated to regional bus operators

based on mileage and volumes. The scherme was
extendead from April to July 2023 with £80m to
support bus services through operators and local
transport authorities, and $270m to support the £2 fare
cap scheme.

In May 2023, bus operators and local authorities
welcomed the Df T's announcement of a two-year
funding settlement for operators in England which
includes £300m of further funding to protect bus
services until 2025, and £200m funding to extend the
£2 fare cap until the end of October 2023 and then

at £2.50 until November 2024, Currently, just over
three quarters of First Bus commercial revenus is
covered by the £2 fare cap scheme which reimburses
operators using a shadow fare that includes an uplift
in line with GPI. The new funding package will support
passenger volume growth and provide increased
certainty for us, and importantly, an extended period
of clarity for us to plan the business around.

Optimising our business and delivering
increased margins

The actions we have taken cver the last few years to
transforin our business have resulted in g significant
improvement in revenue and profit margins in the
second half of FY 2023. These included net fare
increases, initiatives to improve driver availability, as
well as operational improvements, cost efficiencies
and network realignments to better align services

to demand. Revenue per mile increased by 25% in
FY 2023, to £5.36 per mile.
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We have a clear focus
on deiivering data
led, smart efficiency

initiatives across cur
operations.

We have also continued to successfuily develop our
pricing and yield management strategy, focused on
the implementation of shorter term products such as
lower entry singie and returmn fares and updated weekly
and monthly discourits. Having been prohibited from
doing so under the earlier pandemic funding regime,
we implemented fare increases in October 2022 and
have since made further interventions within the CPI
cap permitted under current funding schemes. These
increases have been designaed to better match our
naw ticketing products to evolving travel trends, whilst
at the same time racognising the potential impact of
the cost of living crisis on discreticnary passenger
journeys by retaining low single fares.

We have a clear focus on delivering data-led, smart
efficiency inftiatives across our operations. We have
delivered annualised cost savings of c.£20m since 2018
and we continue to identify and progress additional
efficiency initiatives through the further modernisation
of our business processes. iIn K2 2023 our driver
recruitment, retention and training intiatives resulted in
an easing of driver resource pressures and increased
operational efficiencies. Higher than anticipated inflation
impacted a number of cur key input costs during the
yaar, including pay, fusl and utility costs. The vast
majority of our local wage agreements (a number of
which are multi-year) were concluded in FY 2023,
broadly in line with CPI. Our fuel hedge programme
has allowed us to offset higher fuel costs; we currenitly
have 85% of our FY 2024 exposure hedged at 46p per
litre and FY 2025 is currently 55% hadged at 50p per
litre. We also have an slectricity hedge programme in
place, with 68% of our consumption {based on current
consumption forecasts) hedged for FY 2024 at £172/
MWh and 80% for FY 2025 at £148/MWh,

We have also continued to implement energy
efficiency measures during the year, such as aligning
electricity usage with bullding cccupancy, awareness
campaigns to encourage behavicural change and we
are accelerating our investment in the self-generation
of power. This has inciuded the instaliation of new
energy efficient lighting, bus washes and energy
management systems, and the instaliation of sclar
panels. To date, we have installed panals at 20 of cur
depots generating c.2millicn kWh of electricity, partially
offsetting energy usage.

As part of cur initiatives to address underperforming
locations and optimise our portfolio, we completed the
sale of cur First Scotland East operations to McGill's
Group in September 2022 and in February 2023

we closed our Southampton-based operations. We
have also completed a reorganisation of our regional
management structure in the period to deliver further
aperational efficiencies.



Digital innovation

First Bus remains at the toretront ot the digital
transformation of the bus industry, thanks to our
investment in real-time passenger volume data
capture, GPS functionality and ticketing. We

have significantly more actionable data which is
transforming our ability to understand and assess
passenger flows and make commercial dacisions
mora efficiontly. Wo aro now able 1o accuralcly
observe how passenger demand patterns are
evolving, which is allowing us to optimise our
networks, timetables and pricing strategles to align
with passenger needs, improve our overall yield and
attract new customers,

Ticket sales using digital payment methods now
account for around 80% of our ticket transactions,

and we recently became the first regienal bus operator
in the UK to install ‘tap on tap off' capperd payment
technology on its entire fieet. This will allow for
improved customer corwvenience and distance-based
fares, as well as enhanced data for the business.

We are also successfully using data to increase our
operational performance and efficiencies. In FY 2023
we rolled out the Prospective data-led timetabling
and scheduling platform at a number of our operating
companies. The scftware allows us to predict journey
times and ptan our schedules based on granular data.
We have already seen significant improvements in
punctuality and service reliability throughout the day
and more resourcs efficient operations resulting in
lower lost mileage and positive feedback from both
customers and drivers,.
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Adjacent Services

Our adjacent services reported an increase in overall ‘ ‘
revenue to £175.1m in FY 2023 (FY 2022: £120.9m),
aided by the first full year contribution of our 100%
ownership of SPS and the acquisition of Airporter
during the year. Prior year revenue of £120.9m reflects
adjacent revenues adjusted for the impact of inter
division trading.

bus industry

Having acquired the 50% of SPS we did not already
own in FY 2022, in H1 2023 we agreed a five-year
extension to our contract 1o provide passenger
transport for the construction workers employed

at the EDF Hinkley Point G nuclear power station
SPS employs around 450 staff running a 145 vehicle
operation, delivering shuttle services seven days a
waek 1o and from the Hinkley Point site, with annual
revenues of ¢.E31m.

‘Ine adgdition ot Northern lreland-based Airperter to our
businass in October 2022 has expanded our footprint
in Ireland and increased our daily routes to saven

with the new route connecting the North-West to
Belfast International Airport, Dublin Airport and Dublin
city centre.

The acquisition of Ensignibus, with two high performing
complementary business segments that include rail
replacement and private hire contract operations has
also boosted our complementary businesses portfolio.
In addition, the business has a young vehicle flest

that will require limited capital expenditure for several
years and its vehicle refurbishment and re-sale division
will provide synergies for First Bus as it sells its older
fleet and replaces them with zero emigsion vehicles.
The wider UK bus industry will also benefit, as the
oldest, mast polluting diesel buses are taken out of
service. It is anticipated that the market for the resale
of lower emission used diesel vehicles will continue

to remain robust in the medium term, followead by the
emergence of a similar market for the resale of zero
emission vehicles.

During the period we have also been active with
regards to bus franchising opportunities. First West
of England took over the running of the m1 metrobus
service in Bristol, a rapid transit contract serving more
than 50,000 passengers a week and we continue 1o
participate in the bidding for. franchise operations in
Greater Manchester,

The adjacent services market in the UK'is
considerable and we continue to actively review a
pipeline of opportunities to increase our presence in
the market, including a recent contract win for Fast
Midlands Airport.
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First Bus remains at the
forefront of the digital
transformaticn of the
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Fleet decarhonisation

We are a leader in sustainable mobility and are
fully aligned and working closely with central and
local governments and our local authority partners
across the UK to support the delivery of national
decarponisation ambitions and commitments,
including zero emission bus fleets. In 2020 we
announced our commitment 1o operate a fully zero
emission fleet by 2035.

As an early mover in the sector, and an operator who
strives to deliver innovation for customers, we are
leading the industry in trialing and deploying various
modes of vehicles and technologies across our fleet
and at our depots.

The electrification of bus fleets and infrastructure
requires close co-cperation betwesn operators and
local authorities and funding from both parties.

To date, we have worked with our local authority
and government partners to secure government
co-funding assistance for 552 zera emission vehicles
and associated infrastructure under the Zero
Emission Buses Regional Area (ZEBRA) funding in
England, and Transport Scotland’s Scottish Zero
Emission Bus Phase 1 (ScotZEB) funding scheme,
alongside committed net investment from the Group
of £105m in FY 2024. We have welcomed the

recent announcement by the Scottish Government
regarding the launch of the second phase of its
ScotZEB fund, through which up to £58m of funding
to be made available to fund zerc emission buses
and infrastructure, reinforcing its commitment

to drive forward a fully dacarbonised future for
Scotland's buses.

In FY 2023 we took delivery of 83 electric buses and
we now have a total of 58 ultra-fast charging sockets
already installed and fuly operational. We anticipate
that four of our depots (York, Leicester, Norwich and
Hampshire) will be operating a fully electric flest by the
end of March 2024,

The electrification of our bus fleet and depots will also
create significant opportunities for the creation of
adjacent revenue streams and sustainable value for all
of our stakeholders. We are already conducting trials
with third party businesses, including courier company
DPD and a number of public service vehicles, making
use of our ultra-fast chargers at our Caledonia depot in
Glasgow and our Aberdeen depot when our buses are
outin service during the day. We plan to replicate this
at other depats in the future,
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In order to support our ambitious decarbonisation
targets, we are also working to attract and retain
talent and grow the future skills we know the industry
will need. As part of First Bus's apprenticeship
programme, we have partnered with Reaseheath
College in Cheshire to establish the UK’s first bus and
caoach engineering academy delivering tailored training
to First Bus apprentice engineering technicians in

the maintenance of next generation, zero emission
transport vehicles.

Looking ahead

The overall performance of our First Bus business

is predicated on running better quality mileage

by using our enhanced data to align services 1o
demand, implement smarter fares and stimulate
passenger demand, and drive sfficiencies across our
operatians. The division's performance in FY 2023 has
demonstrated that the management actions we have
taken to transform the business have achieved this, and
we are confident that this is sustainable going forward.

Although clearly sensitive to broader consumer
spending and inflation trends, we expact further
sequential progress in FY 2024, This will result from
further data-led efficiencies and network optimisation,
lower operating costs as we reduce the average age of
the fleet, continued improvement in driver resources,
as well as the full vear contribution of both Airporter
and Ensignbus

We witl continue to Invest in decarbonisation and to
deploy growth capital, including te create additional
revenue streams from the electrification of our flests
and depots and to develop our adjacent services
businesses, including participation in franchising
opportunities. First Bus is a more agile business today,
and following its cutperformance in the second half

of FY 2023 we remain confident that we will deliver
further revenue growth and continue cur progression
towards a 10% operating margin in bus.

The electrification of our
bus fleet and depots
will create significant
opportunities for the
creation of adjacent
revenue streams and
sustainable valuye for all
of our stakeholders.



First Rall

With approximately a quarter of the
UK rail market, First Rail will play

a sigrifivant iole i the induslry

as it evolves, and the success of
ouUr open access operations has
further reinforced that we have the
experience and entrepreneurial
spirit to resolve challenges, fix
problems and innovate for the
future, encouraging passengers
back to the railway whilst also
growing our business.

In the madium to longer

term, we anticipate further
growth from our open access
operations, as we ook
at ways to expand our
customer offering, and
from our additional rail
services businesses

Steve Montgomery
Managing Director, First Rail

Adjusted operating margin

Revenue

£3,893.2m

FY 2022: £3,801.2m

3.2%

FY 2022: 2.3%

Average number
of employses

17,500

Y 2022: 17,500

Adjusted operating
profit

£124.8m

FY 2022: £87.8m

- Increased passenger volumes offset by \OWer funding

 division's open access operations contributed £70.8m
_in ravenus for the period {FY 2022: £26.8m). Additional
. services including Mistral Data, evo-ral and First

! Custorner Contact delivered gross revenue of £120.0m
i {FY 2022: £92.6m) before inter-divisional efiminations
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£m £m £m
Twelve months to 31 March FY 2023 Fy 2022 change
Revenue from rmanagement fee- based
operations 3,805.6 3.762.2 +43.4
Revenue from open access and additional
services ] 1808 118.2 +71.6
Ir\terfdivisioma\ eliminations {103.2) {80.2) 23.0)
Flrct Rail revanuo = 3.001.2 +32.0
Attmbutab\e net income from management
fee-based aperations’ 38.7 46.5 (6.8)
Gross up for tax, m\normes and IFRS 16 54.6 52.0 +2.6
Adjusted operating profit / (Ioss) from open
access and addltlonal servwces 31.5 8.7 +41.2
First Rail adjusted operat\ng profit _ 124.8 87.8 +37.0
Passenger journays (M) — management
fee-based operations 261

Passenger journays {mj —
Operat\ons

open access

263

i Represents the Group’s share of the management fee income available for dividend distribution

from the GWR, SWR, TPE and WCP (incorporating Avanti) contracts with DfT on a pre-IFRS 16
basis net of tax and minerity interests as described in more detail on page 171. See also note 4

to the financial statements for a reconciliation to the segmental disclosures.

The First Rail division reported total revenue of
£3,893.2min FY 2023 (FY 2022: £3,801.2m), with

in the management fee-based operations. The The First Rail

in the period and adjusted operating profit of £11.8m
(FY 2022: £6.9m).

The management fee-based operations have delivered
overall performance metrics broadly in line with

our expectations in FY 2023 and have accordingly
recorded actual performance fees and accrued for
the remaining performance fees, that comprise fixed
and variable elements, as a result. From FY 2024,
performance fee metrics have been updated to

place a greater weighting on guantified, rather than
qualitative measures that don't rely on a suljective

i assessment of an operator’s performance. The Group
! does not anticipate a material impact on net income as
: aresult of these changes. Rall attributable net income
. from rmanagement fee-based operaticns - being

i the Group's share of the management fee income

" available for distribution from the GWR, SWR, TPE and
" WOCP (incorporating Avanti West Coast) contracts with

the DT —was £38.7m (FY 2022: £45.5m). The Group
receives an annual inter-company remittance from the
TOCs reflecting the pest-tax net managemant and

_ performance fees from the prior year. These become

payable up to the Group in the second half of the

¢ financial year following completion of the TOC audited
: accounts.
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£124.8m

division's adjusted
operating profit
increased to £124.8m
(FY 2022: £87.8m)
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Our two open access operations Lumo and Hull
Trains primarily serve lsisure passengers, which as a
segment has seen good demand throughout FY 2023,
As aresult of high volumes of passenger bookings
and positive yield managemeént including inflationary
increases in fares, both operations performed ahead
of expectations in FY 2023, delivering an adjusted
operating profit of £19.6m compared to a loss of
£18.8)m in FY 2022 fwhich reflected Hull Traing’
recovery from the pandemic and the start up costs for
Lumo.

To address energy cost inflation, our train cperating
companies are memters of industry buying groups

in order to mitigate the long-term impact of electricity
costs. For our open access operations, electricity costs
reprasent a material proportion of their total costs,

and these are expected to increase In FY 2024 before
reducing in fine with reductions in energy prices.

The First Rail division's adjusted cperating profit
increased 1o £124.8m (FY 2022: £87.8m), which
principally reflects the increase in open access
contribution, the settlement of oneg-off claims relating
to prior reporting periods, as weall as higher impact
from IFRS 16 following the award of the new GWR
contract in June 2022, which increased adjusted profit
by £8.8m in FY 2023, The division reported a statulory
operating profit of £124.8m {FY 2022: £91.8m}.

Transition to longer-term National Rail
Contracts

Under the NRCs, the DfT retains substantially all
revenus and cost risk (including for fuel, energy and
wage increases). There is a fixed management fee and
the opportunity to earn an additional performance fee.
The punctuality and other operational targets required
10 achieve the maximum level of performance fee
under the contracts are designed to incentivise service
delivery for customers.

In June 2022 GWR was awarded an NRC with a core
three-year term to 27 June 2025, with an option for
the DfT to extend it by up to three further years to
June 2028. The NRC also includes the operation of
the Heathrow Express service.

In February we announced that the DT had exercised
their option to continue the current contractual
arrangemeénts for SWR for the full two year extension
period. The NRC will now run until 26 May 2025 and
will allow the SWR team to build on their achievements
during the first two years of the contract, and to
continue to improve the customer offering on

the netwark.
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In March we agreed an extension of the currant
contractual arrangements for WCP with the DfT,

1o 15 Cctober 2023. The WCP contract comprises
operation of Avanti West Coast and acting as shadow
operator to the HS2 programme. The agreement

to extend the contract has allowed our team to
continue their focus on delivering their robust plans

to enhance servicas for our customers, including
further progress on our £117m train upgrade and
refurbishment programme. Performance at Avantl s
much improved. Since the introducticn of the new
timetable in mid-December, the number of services
has increased by more than 40% compared to last
summer, with mere seats and better frequencies, and
during the most recent period Avanti operated around
98% of scheduled services. Discussicns with the DIT
regarding a longer-term NRC for WCP continue.

In May 2023 the DfT anncunced their decision

not to exercise its option 10 extend TPE's NRC

and the Operator of Last Resort has now taken

over the delivery of passenger services on the
network, The decline in TPE’s service levels

was due to circumstances largely outside of our
control, mainly the challenging industrial relations
anvironment including the withdrawal of longstanding
industry-standard overtime arrangements whilst
undertaking unprecedented levels of driver training
due to infrastructure upgrades. The loss of the
contract was a huge disappointment for our team who
have worked extrermely hard to improve services, and
to succassfully recruit and train more drivers than ever
before. We had also worked closely with the DfT and
Transport for the North on an agreed recovery plan,
whiich had led to a ¢.40% reduction in cancallations in
May 2023,

Innovation and adjacent rail opportunities

During the year we continued to develop, market
and deploy our additional rail customer, industry
and technology tools and services. Most of these
werg inttially developed to strengthen our offering to
passengers on our large passenger rail operations
but are increasingly being marketed to third party
operators.

Qur evo-rail track-to-train superfast rail-5G technology
uses trackside poles to provide a connactivity solution
that we expect willimprove the passenger experience
and help to encourage medal shift towards rail, The
evo-rail technology is generating interest, and the
installation of the technology across the SWR main line
continuas, with the first of six sections now completed
and the remaining sections due in the second half

of 2023, A number of trials and negotiatons are also
underway in the UK and abroad.

Mistral Data, our analytics business, was launched in
2021 and now has 14 software systems in operation
built on native cloud technology, allowing them to be
quickly deployed whilst also ensuring security and
scalability. They include revenue and operational
analysis and reporting tools that enable real-time

£19.6m

Luma and Hull Trains
delivered an adjusted
operating profit of
£19.6m compared to
aloss of £(16.8)m in
FY 2022

() Read more about Lumo
on page 16



integration and the sharing of complex data needad
o operate sorvices, This is enabling our teamis 1o
identify and resclve problems before they develop
further, using live data pulled from several systems.
The software alsc provides reat-time information anc
messaging to our customers via website and mobile
app channels on the formation and facilities available
on each train, as well as any changes thelr train tirmes
in advance, alowing them to plan their iourney with
confidence. Also in FY 2023, a new Mistral safsty
application was successfully developed and deployed
on the SWR network, to identify areas of potentially
low raiFwhee! adhesion, based on real-time whee! slip
reported data.

Our First Customer Contact passenger service
centre was sstablished in 2019 and built based on
scalability and the state-of-the-art customer service
and data analytics systems apprapriate for servicing
ral custorners. In Y 2023 the centre supported
customers, processing delay repay claims and
passenger assistance bockings, with quick turnaround
times. The shared passenger service centre oparates
at a lower cost than our previcus outsourcing
arrangements and provides a single service for
customer queries across several First Rail operations.

Qur WCP Devstopment team continued to support
the HS2 infrastructure project during FY 2023.

We worked closaly with HS2 [Ltd, the DfT, Natwork
Rail, Avanti West Coast, our stakenhclders and
customers 1o drive consistent, high-quality delivary
of the programme and maximise the benefits of the
Government's very significant HS2 infrastructure
investment. We completed more than 35 project
deliverables on time and within budgst, led by our
technical leadership team.

Customer experience

Our operations continue to make use of their industry
knowledge and expertise to work collaboratively with
incustry partners and stakeholders to enhance our
service offering and ensure that cur services are as
accessible as possible for all passengers. In FY 2023
we introduced a number of accessibility tools;

these included the launch of My Station View and
GoodMaps Explore on TPE and Travel Companion
on Avantl. A number of innovative ticketing schemes
were also introduced in FY 2023, Avanti introduced a
low-cost Superfare for flexible travel, with fares fixed
by destination and starting from £12 for a one-way
ticket between London and Birmingham and GWR
launched a Long Weekender leisure ticket in response
1o changing customer habits, offering savings of morc
than 60% on a number of routes. Ticket sales for
Avanti's Standard Premium service which celebrated
two years in May 2023, have excseded expectations,
with our 1.5 million tickets already sold.
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Fleet upgrades

First Rail has an important contribution 1o make in
meeting the challenges of climate change, and we
are working with our partners to reduce carbon
emissions through a number of initiatives including
the introduction of electric trains to replace diesel
where possible,

0/
60%

New trains have
reduced Hull Trains

fleet's CO, emissions
by almost 60%.

Avant! will be taking delivery of its first new Hitachi
trains following an investment of £350m in ten
electric-only trains and 13 bi-mode trains that can

run under both electric and diesel power. The

new trains are set to replace Avanti's diesel-cnly
Voyager trains, leading to a 61% reduction in carben
emissions as well as providing a quieter and rocmier
service, more reliabic Wi-Fi, wireless charging and
areal-time customer information systern. The first
trains are expected to enter service later in FY 2024.
In FY 2023 Avanti also continucd the refurbishment of
its electric Pendolino fleet through a £117m investment
programme financed by the fleet owners Angel Trains.
The first fully refurbished Avanti Pendolino entered
sarvice in April 2022 and the upgrade programme will
be completed in CY 2024.

SWR have taken delivery of 400 Alstom Class 701
trains and it is anticipated that a phased introduction of
the traing into operation will commence in H2 FY 2024,

In 2019 five Hitachi Class 802 Paragon trains were
infroduced into passenger service at Hull Trains,
following a £60m investment programme, resulting in
a growth in revenue thanks to more seats and better
reliability. A recent report has also shown that the
new trains have reduced the Hull Trains fieet's CO,
emissions by almost 60%.

In February, GWR completed the purchase of a
number of assets from emission-free battery and
hybrid trains manufacturer Vivarail, which entered
into administration in December 2022, GWR had
been working closely with Vivarail for some time and
the purchase of assets has secured the future of the
planned trials of the technology between West Ealing
and Greenford in London.
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During FY 2023 GWR has been working on the
introduction of three new stations (Reading Green
Park, Marsh Barton in Exeter and Portway Park

and Ride in Bristol) to better serve its communities.
These stations are all due to open in FY 2024. We
have also continued te work to improve our station
facilities and deliver increased connectivity with other
transport modes in FY 2023. More than 500 additicnal
bike parking spaces and 30 slectric bike spaces
were completed at various SWR stations and in

FY 2024 SWR plan to create a 700 space Cycla Hub
at Richmond station, adding almost 500 additional
spaces to existing facilities. GWR completed 72 bike
parking spaces at Bristol Parkway and an additional
56 spaces across Avonmouth, Severn Beach and
Truro stations and Avanti introduced secure bike
shelters at ten stations during the year.

Rail policy

The Government's plans for rail published in May 2021
set out their aims 1o put the expertise, innovation and
experience of private sector rail operators at the heart
of the new modsl for the industry in the coming years.
We welcomed the recent position articulated by the
Secretary of State highlighting that going forward,
there will be an enhanced role for the private sector,
to reinvigorate the rail industry, drive innovation and
attract more custorners 1o the railway, We urge the
Government to engage with the sector on the steps
that can be taken, without primary legislation, in order
to achieve this. This could include activating revenue
incentives in current contracts, working with the sector
to finalise the form new Passenger Service Contracts
will take and setting cut a timeline and framework for
bringing those contracts to markets, including those
currently operated by the public sector.
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The UK’s rail sector is embarking on a period of
reform necessary 1o modernise industry practices
and secure the long-term future of the industry, after
sorme of the most challenging years in its history. A
number of trade unions continue to stage industrial
action at train operating companies across the UK;
notwithstanding the fact that under the management
fas-based contracts operators bear no revaenue risk
and limited cost risk, prolonged industrial action
presents enormous challenges for everyons, and
most importantiy for our passengers who raiy on
these services to go about thelr daily lives, We are
working closely with our industry partners to do all that
we can to minimise the effects of disruption for qur
passengers.

With approximately a quarter of the UK rail market,
First Rail will play a significant role in the industry

as it evolves, and the success of our open access
aperations has further reinforced that we have the
axperience and entreprenesurial spirit to resolve
challenges, fix problems and innovate for the future,
encouraging passengers back to the railway whilst
also growing our business.

Looking ahead |

Financial performance is expected to be in line with
our expectations in FY 2024 despite the TPE confract
not being extended by the DfT. We expect profits from
Qur open access operations to ke at least in line with
Fy 2023 daspite increased electricity prices and the
reversal of positive effect of one-off settlement claims
in FY 2023. We anticipate a broadly consistent level

of financial contribution from First Rall's management
fee-based operations in FY 2024 despite the ongoing
industrial refations chaifenges.

In the medium to longer term, we anticipate further
growth from our cpen access and rail additional
services, as we look at ways tc expand our customer
offering, and from our additional rail services
businesses, We also continue 1o actively review a
broad pipeline of growth opportunities wheare we can
make use of our extensive experience and expertise.
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Strong growth in First Bus in the second half of
the year and the outperformance of cur open
access ral operations have resulted in the Group
more than doubling its adjusted attributable profit
in FY 2023 to £82,1m.

Ryan Mangold
Chief Financial Officer

FY 2024 financial outlook and financial policy framework

The financial outlook and financial policy framewark for the angoing Group for the financial year ending in March 2024 {FY 2024) and beyond
can be summarised as follows:

FY 2024 outlook » Although the aconomic and industrial relations backdrop remains challenging, current trading for FY 2024 is in line
with expectations

= First Bus: although clearly sensitive to broader consumer spending and inflation trends, we expect further seguential
progress in FY 2024 through continued passenger volume recovery and as managemant actions taken to transform
the business, as well as the full year contribution of both Alrporter and Ensignbus, will deliver further productivity
improvements and iNcreased revenues

* First Rail: despite the loss of the TPE contract, we expect profit from our cpen access and additional rail services 1o be
at least in line with FY 2023 despite increased costs and the reversal of the positive effect of one-off settlement claims
in FY 2023. The management fee-based operations {which have no passenger revenue risk and limited cost risk) are
forecast to deliver aggregate financial performance broadly in line with management expectations despite ongoing
industrial relations challenges

= Adjusted net cash! position expacted to be in the range of £10m to £20m at the end of FY 2024, following investment

of ¢.£130m, principally in the electrification of the First Bus fleet and infrastructure and assuming the completion of
announced capital returns to shareholders

= The TPE National Rail Contract expired on 28 May 2023. TPE had ring-fenced cash of £41.8m at the year end and
its IFRS 16 lease liability on the Group’s balance sheet at year end was £10.1m, Fées for the period April 2022 to end
of May 2023 will be paid to FirstGroup through the nermal mechanism following completion of the audited accounts
{expected inH2 FY 2024 and H1 FY 2025)

Investment ® Frst Bus: ¢.£130m in net cash capex, principally transwtion of bus fleet to 100% zero emissions by 2035

= First Rail: continues to be cash capital-light, with any capital expenditure required by the management fee-based
operations fully funded under the new contracts

= Growth: actively reviewing adiacent organic and inorganic opportunities where this creates value for sharehclders and
exceeds the Group s pro-tax WACS

Balance sheet 8 |ess than 2.0x Adjusted Net Debt: rail managemenT fee adjusted EBITDA? target in the medlum term

* Significent balance sheet strength

Returns for = Dividends: fna\ dlwdend of 2.9p per share proposed
shareholders

® Targeting progressive dividend 3x covered by Group adjusted attributable profit?
= Additional £115m buyback programme propased

‘Adjusted Net Debt/Cash' excludes ring-fenced cash and IFRS 16 lease liabilties from net debt as shown in the table on page 32,

2 First Bus and First Rail EBITDA from open access and additional services, plus First Rail attributable net incorme fram management fee-based operations, minus central
costs (see alsc page 29).

3 First Bus and First Rail adiusted operating profit from open access and additional servicas, plus First Rail attributable net income from management fee-based
aperations, minus central Cests, minus cash interest, minus tax (see also page 29).
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52 weeks to 25 I\{lgrch 2023 52 weoks to 28 March 2022
Adjusted Adjusted Adjusted Adjusted
operating operating operating operating
Revenue profit! margin’ Revenue profit! rmargin’
- jalgy £m ) %
First Bus 788.9 452 5.7
First Rail 3.6801.2 87.8 2.3
Group items/eliminations? - {26.3)
4,591 1 106.7 2.3

Continuing operations
i tions

5,588.0

1 ‘Adjusted’ figures throughout this document are befors list adjusting and certain other iterms as set out in note 4 to the financial statemments. The statutory operating profit
incluging discantinued operatians for the year was £185.2m {I-Y 2022: £806.1m) as set out in note 5.

2 Includes efimination of ntra-group trading betweesn Bus and Rall divisions. Prior year elimination was immaterial Central management and other tems.

Revenue

Revenue frormn continuing

operations increased to £4,755.0m

FY 2072: £4,591.1m), principally reflecting
improving passenger volumes in First
Bus partially offset by lower receipts from
government grant funding and increased
revenue in First Rail.

Adjusted operating performance

Adjusted operating profit from continuing
operations was £161.0m {FY 2022: £106.7m).
First Bus benefited from the improving
passenger volumes and yields, which were
partly offset by lower grant receipts and the
impact of inflationary cost headwinds. In First
Rail, management fes-based operations saw
adjusted operating profits below the prior
year as a result of lower performance fee
expectations, afthough these were more than
offset by the outparformance in open access
(Hull Trains and Luma) as they transitionsd
from loss to profit.

Central costs were lower than the prior
year, reflecting the actions to resize the
organisation following the North American
disposals. The net impact to operating
profit of IFRS 16 in the year was £41.9m
(FY 2022: £37.3m), further improving tne
reported result.

The Group's adjusted attributable profit alternative performance measure is calculated as follows and more than doubled in the year, mainly
as a result of the strong operational performance across the business:

Attributable net income from First Rail management fee-based operations' — Group’s share of the
management fee income available for dividend distribution “ram GWR, SWR, TPE and WCP contracts

First Rail adjusted operating profit from open access and additional services

Group central costs (operating profit basis)
Treasury interest?
Tax?

Group adpéied aﬁribu_t-é-b\e profit

52 weeksto 52 weeksto
25 March 26 March
2023 2022

£m £m

58.4 45.2
38.7 255
31.8 18.7)
[22.2) {26.3)
(14.1) (20.7)
{10.2) 2.2
82.1 36.2

1 Areconciliation to the segmental disclosures is set out in note 4.
2 Interest charge excluding notional interest and IFRS 16 lease inferest.

3 Pro forma taxation at 19%
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A reconciliation of the Group's adjusted attributable profit measure to adjusted earnings after tax is shown below:

e Movements
FY 2023 Adusted

Group First Rail Gross up FY 2023
adjusted earnings to tax and Actual Adjusted
attributable IFRS 186 runcrty interest earnings
profit bisis interests and tax after tax
£m £ o £ £m
First Bus adjusted cperating profit 58.4 - - - 58.4
Attributable net incorne from First Rail management fee-based cperations' 38.7 39.3 153 - 23.3
First Rail acjusted operating profit from open access and additional services 31.5 - - - 315
Group central cests {operaling prolil basis) {22.2) - - -- {22.2)
Subtotal 106.4 39.3 16.3 - 161.0
Treasury interest? {14.1} (50.6) - 7.9 (56.8}
Tax? {10.2) - {10.2) - {20.4)
Minority interest - - (5.1 - (5.1}
Total 821 {11.3) - 79 78.7

1 Areconciliation to the segmental disclosures is set out in note 4.
2 Proforma interest charge excluding notional interest and IFRS 16 Icase interest.
3 Proforma taxation at 19%.

The Group's EBITDA adjusted for First Rall management fees performance measure also increased materially year-on-year and is caiculated

as follows;

52 weeksto 52weeksto

25 March 26 March
2023 2022
) £m Er[
First Bus EBITDA! 105.0 &7.6
Attributable net income from First Rail management fee-based operations® — Group's share of the
management fee income available for dividend distribution from GWR, SWR, TPL and WCP contracts 38,7 455
First Rail EBITDA from open access and additional services' 325 9.7)
Group central costs (EBITDA basis') o (21.2) {24.8)
Group EBITDA adjusted for First Rall management fees 155.0 98.6

1 |AS 17 bagis.
2 Areconciliation to the segmental disclosures is set out in note 4,
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Reconciliation to non-GAAP
measures and performance

Note 4 to the financial statements sets out
the reconciliations of oparating profit/{loss)
and profit/{loss) before tax to their adjusted
equivalents.

The principal adjusting items in the year are
as follows:

First Bus restructuring

As part of the restructuring of the First Bus
division to exit loss-making marksts and to
align networks with post-pandemic dernand,
the Group completed the sale of its First
Scotland East business in September 2022,
realising a loss on disposal of £(3.7)m, and
closed the Southampton depot resuilting

in closure costs and a release of prior
impairment for a net credit of £2.3m. In line
with this transition plan, the Group also
incurred costs of £(5.6)m relating to surpius
vehicle write-downs and other reorganisation
charges in the division.

Strategic items

A final net credit of £1.4m was recognised,
being costs incurred in relation to the Group's
central functions as part of its ongoing cost
efficiency initiatives, offset by the release

of accruals following the disposal of North
America and tha execution of the strategy.

Greyhound Canada

Net restructuring and closure costs of £1.5m
relating to the continued winding down of
Greyhound Canada operations were incurred
during the year.

Adjusting items
—discontinued operations

First Transit earnout

Following the announcement on

26 October 2022 of EQT Infrastructure’s
agreement to sell First Transit to Transdev
North America, inc., the Group now
estimates its earnout consideration to

be around $89m (c.£72m) based on the
information received on the sale by EQT. This
gives rise to a non-cash, adjusting charge of
£33.8m relative to the carrying value of the
earmout of £106.1m as at 26 March 2022,

Gain on disposal of properties

A gain of £71.4m arose on the completion
of the sale of the majority of the
remaining Greyhound US propertias in
December 2022.

In the prior year, the principal adjusting items
in relation to the continuing business were
as follows:

Gain on disposal of properties

An overall gain of £13.8m was realised in
the prior year on the disposal of Greyhound
Canadian propertias.

Greyhound Canada closure

£1.7m in relation to Greyhound Canada
restructuring and closure costs were
incurred during the pricr year.

First Rail termination sums net of
impairment reversal

A £4.0m credit was recognised in the prior
year, representing final acjustments of
residual matters regarding the TPE and SWR
termination sums.

The principal adjusting items in relation to
the discontinued operations for 2022 were
as follows:

Other intangible asset
amortisation charges

The amortisation charge for the prior year
was £0.4m.

Gain on sale of First Student and
First Transit

As aresult of the disposal of First Student
and First Transit, a gain on sale of £501.1m
was realised in the prior year.

Other costs associated with
the disposal of First Student
and First Transit

£32.7m of costs were incurred in the
prior year asscciated with the disposal of
First Student and First Transit that were
not directly attributable to the sale and
ware therafore not included in the gain on
disposal calculation.

Gain on sale and partial reversal of prior
year impairments of Greyhound

As aresult of the terms of the disposal of
the Greyhound US business, there was a
gain on disposal in the prior year of £109.0m
and a credit of £65.4m representing

the partial reversal of the prior years'
‘mpairment charges.
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Other casts associated with the
disposal of Greyhound

There was a charge of £11.1m in the pricr
year principally comprising legal and
professional costs,

Employment taxes relating to First
Student and First Transit

There was a charge of £6.6m during the prior
year for a one-off charge for accelerated
state and federal employment taxes.

North American insurance provisions
and Greyhound insurance de-risking

There was a prior year charge of £31.5m
for insurance costs due to deteriorations
in respect of pricr years’ claims, and

for the de-risking of legacy Greyhound
insurance liabilities.

Gain on disposal of properties and
impairment of land and huildings

An overall gain on disposal of Greyhound US
properties of £6.5m was realised in the prior
vear. There was also an impairment charge
of £7.2m for properties where market value
was less than the book value.

The adjusting items in relation to finance cost
adjustments — continuing operations for 2022
were as follows:

Total make-whole costs (bonds and
facilities)

Costs of £50.0m in the prior year comprised
a charge of £30.4m for the early repayment
of the $275m US Private Placement (USPP}
and a charge of £19.6m for the early
repayment of the £325m 2022 bond.

Write-off of unamortised bridge, bond
and facility costs

There was a charge of £8.6m in the prior
year for unamortised fees for various facilities
which weare cancelled on completion of the
sale of First Student and First Transit.




Discentinued operations

In FY 2023, the Group's residual Grevhound
US activities are disclosed as discentinued
operations, The Group completed the sale
of First Student and First Transit to EQT
Infrastructurs on 21 July 2021, and the

sale of Greyhound Lines Inc. to a wholly
owned subsidiary of FlixMcbility GmbH on
21 October 2021, All three are reported as
discontinued operations in the prior year.

Group statutory operating profit
Statutory operating profit from continuing

operations was £153.9m (FY 2022: £122 8m).

Finance costs and
investmentincome

Net finance cests from continuing operations
waore £86.8m (FY 2022; £140.5m) with the
decrease principally due to the adjusting
finance costs in the prior year (£58.6m),
lower finance costs on bends and bank
borrowings following the delaveraging in

Adjusted cash flow
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FY 2022 resulting from the sale of First
Student and First Transit in July 2021, and
increased interast income on cash deposits.
IFRS 16 interest costs were £50.6m

{FY 2022: £41.0m) and increased mainly in
Rail due to new leases for the management
fee-based aperations.

Profit before tax

Statutory profit before tax was £87.1m

{FY 2022: loss before tax of £{17.7)m.
Adjusted profit before tax as sot out in note 4
to the financial statements was £97.9m

(FY 2022: £133.4m) including discontinued
operations. In the prior year there was an
overzall credit of £520.7m {including £568.6m
of adjusting items in net finance costs) for
adjustments principally reflecting the profit
on ealo of the NMorth Amatican businesses
and partial reversal of impairment chargeas on
Greyhound, resulted in a total profit befors
tax of £654.1m.

Tax

The tax charge, on adjusted profit before tax
on continuing cperaticns for the year was
£20.4m (FY 2022: £2.7m), representing an
effective tax rate of 19.6% (FY 2022: 10.9%).
The rate has increased in the current year
because the significant increase in profit
before tax in the current year leads to ceriain
reconciling items having less of an impact
on the rate. The total tax charge, including
tax on discontinued operations, was £33.4m
(Y 2022: £12.1m). The actual tax paid during
the year was £1.0m (FY 2022: £21.4m}.

The ongoing Group's effective tax rate
is expected to be broadly in line with UK
corporation tax levels being 25% from

1 April 2023.

The Group's adjusted cash flow of £28.0m (FY 2022: £1,008.8m) in the year reflects positive operational cash flow from the continuing
divisions as well as the disposal proceeds from Greyhound properties and collection of deferred consideration and other receivables,
offset by the repayment of debt and de-risking of certain retained liabilities. Underlying operational cash flow under IFRS 16 before capital
expenditure and lease payments in the year was £644.8m {FY 2022: £185.8m), ahead of expectations due to better business performance
and timing of certain working capital flows. The adjusted cash flow is set out below:

52 weeksto 52weeksto

EBITDA

Cther non-cash income statement charges
Working capital

Movement in other provisions

Increase in financial assets/contingent consideration receivable

Settlement of foreign exchange hedge

Pension payments in excess of income statement charge/LGPS refund

Cash generated by operat'ions
Capital expenditure and acquisitions

Proceeds from disposal of property, plant and equipment

Proceeds from capital grant funding

Net proceeds from disposal of businesses
Interast and tax

Shares purchascd for Employec Benefit Trust

Share repurchases from buyback programme including costs {FY R022: tender offer)

Dividends paid including to non-controlling interests

Settlement of foreign exchange hedge
Lease payments now in debt/other

Adjusted cash flow

Foreign exchange movements

Net (inceptioni/termination of leases
Lease payments now in debt

Other non-cash movements

Movement in net debt in the period

25 March 26 March
2023 2022
£m £m
7558 8601
10.9 3.8
(101.3) (89.2)
(33.0) 7.9
- (223.1)
(1.2) -
136 (340.9)
644.8 185.8
(208.5) (262.9)
147.8 23.1
144.2 776
20 28200
(64.6) (195.6)
(15.3) 23.5)
(31.6) (506.0)
(20.8) -
(12.5) -
(557.5) {608.6)
280 10089
(4.0) 3.8)
{1,231.8) 184.1
557.5 609.5
0.2 207.8
i ) o (6501)  2.006.8
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EPS

Total adjusted EPS from continuing
operations was 10.6p (FY 2022: 1.6p). Basic
EPS was 11.8p (FY 2022: 80.2p).

Shares inissue

29,5m shares had been repurchased

by year-end, as part of the £75m share
buyback pregramme announced on

16 December 2022, As at 25 March 2023
there were 707.8m shares in issue

(FY 2022: 740.7m), sxcluding treasury shares
and own shares held in trust for employees
of 42.8m (FY 2022 2.5m). The weighted
average number of shares in issue for the
purpose of basic £EPS calculations (excluding
treasury shares and own shares held in trust
for employees) in the period was 739.5m

(FY 2022: 1,057.5my.

Dividend

The Board is propesing that a final dividend
of 2.9p per share, resulting in a total
dividend payment of ¢ £20m, be paid on 18
August 2023 to shareholders on the register
at 14 July 2023, subject 1o approval of
shareholders at the 2023 AGM,

Net cash/(debt)

Capital expenditure

Non-First Rall cash capital expenditure was
£921.3m (FY 2022: £194.3m), comprising
Hrst Bus £120.3m and Group items

£1.0m FY 2022: £194.3m, comprising

First Bus £61.1m, Group iterns £1.7m,

First Student £72.6m, First Transit £21.8m
and Grayhound £37.1m). In the year, the

First Bus average fleet age was 9.1 years
{FY 2022: 10.1 years). First Rall capital
expenditure was £66.6m [FY 2022: £57.3m)
and is typically matched by receipts from the
DfT under current contractual arrangements
or other funding.

During the year asset-backed financial
liabilities were entered into leases in First
Bus of £19.3m (FY 2022: £22.4rm comprising
First Bus £11.3m, Group items £0.8m, First
Student £8.4m, First Transit £1.7m and
Greyhound £G.2m),

In addition, during the year the Group
entered into leases with a right of use

value of £1,218.0m comprising First Rall
£1,213.8m, First Bus £4.2m and Group items
£1.0m (FY 2022: £116.6m, comprising First
Rail £84 6m, First Bus £11.3m, Group items
£0.8m, First Student £8.4m, First Transit
£1.3m and Greyhound £0.2m).

Gross capital investment (fixed asset

and software additions plus rights of

use asset additions) was £1,426.9m

FY 2022: £374.8m) and comprised

First Bus £154.3m), First Raif £1,270.56m
and Group items £2.1m (FY 2022: First Bus
£74.5m, First Rail £147.6m, Group items
£5.9m, First Student £96.1m, First Transit
£13.5m and Greyhound £37.2m). The
balance between cash capital expenditure
and gross capital investment rapresents
new leases, creditor movements and the
recognition of additional right of use assets
in the year.

The Group's adiusted net cash as at 25 March 2023. which excludes [FRS 16 lease liabilities and ring-fenced cash was £109.9m
(FY 2022: adjusted net debt of £{3.8)m). Reported net debt was £(1,269.1)m (FY 2022: reported net debt of £619.0m) after IFRS 16 and
including ring-fenced cash of £369.6m (FY 2022: £468.1rm), as follows:

25 March 26 March
2023 2022
Total Group Totat Group
Analysis of net deht/{cash}) £m £m
Sterling bond (26274)777777 o T T 1 842 o 199:9
Bank loans and overdrafts 829 87.5
Lease liabilities 1,748.6 1,083.2
Agset backed financial liabilities 44.2 355
Loan notes 06 08
Gross debt ex-(-:i-udfng accrued interest o ' 2,6&&?7” 1,406.7
Cash (421.8) (319.6)
First Rail ring fenced cash and deposits (364.2) {440.4)
grler ring-fenced cash and deposits {5.4) (27.7)
Net debﬂtﬁéxclqding acc;\;éd iﬁfér-ést T ) B T . .“1:269.1 767156
IFRS 18 lease liabilties — rail 1,711.2 1,031.2
IFRS 16 lease liabilities — non-rall 374 52.0
IFRS 16 lease liabilities  total T T 17486 10832
Net (cashﬁéebt excluding accrued interest {pre-IFRS 16) - {479.5) (462.2)
Adjusted net {cash)/debt (pre-IFRS 16 and excluding ring-fenced cash) ’ B (1029 39
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Funding

During the second half of FY 2023, the
Group completed the sale of its Greyhound
property portfolio for net proceeds of £122m.
Following the receipts of these proceeds, the
Group announced g £76m share buyback
programme, and the; repurchase of £15.7m of
its 2024 8.875% bonds, At 25 March 2023,
the Group had repUrGhidsed £29.501 shdres
for an amount of £31.6m (including costs)
under the share buyback programmea.

As at the year end, the Group had £638.9m
of undrawn committed headroom and free
cash, being £300.0m (FY 2022; £300.0m)
of undrawn committed RCF and £338.9m
(FY 2022; £2321m) of net free cash after
offsetting overdraft positions.

Under the terms of the First Rail contractual
agreements with the DIT, cash can only

be distributed by the TOCs either up to the
lower amount of théir retained profits or the
amount dstermined by prescribed liquidity
ratios. £48.7m has been paid in dividends
from the TOCs after finalisation of their
statutory accounts to the Group during the
year. The ring-fenced gash represents that
which is not available for distribution or the
amount required 1o satisfy the liquidity ratio
at the balance sheet date.

Foreign exchange

The most significant exchangs rates o pounds

US Dollar
Canadian Dollar

Governance report Financial staterents

Intraduction Strategic report

Foreign currency risk

‘Certain’ and 'highly probable’ foreign
currency transaction exposures including
fuel purchases for the UK divisions may be
hedged at the time the exposure arises for
up to two years at specified levels, or longer
if there is a very high degree of certainty.
The Group does not hedge the translation of
et tiNYS initu e Gruu rupun ling wun oy
{pounds Sterling) but accepts that reported
Group earnings will fluctuate as exchange
rates against pounds Sterling fluctuate for
the currencies in which the Group does
business, although this exgosure is materially
reduced following the sales of the Narth
American divisions. During the year, the nat
cash generated in each currency may be
converted by Group Treasury into pounds
Sterling by way ot spot transactions in order
to keep the currency composition of net debt
broadly constant.

Interest rate risk

We seck to manage our exposure to floating
interest rates by ensuring that at least

50% (but at no time more than 100%;} of

the Group's gross debt is fixed rate for the
medium term.

Based on the current adjusted net debt
profie, the variable rate RCF is undrawn with
only finance leases and the 2024 8.875%
£184.2m fixed rate bond outstanding.

Fuel and electricity price risk

We use a progressive forward hedging
programme to manage commodity risk.

As at June 2023, 85% of our ‘at risk’ UK
crude requirement for FY 2024 (81.4m litres,
which is all in First Bus) was hedged at an
average rate of 460 per litre, and 55% of
our reguirements for the yvear to the end of
March 2025 at 50p per litre. We also have
an electricity hedge programme in place,
with 9% of our consumpticn (based on
current consumption forecasts) hedged for
FY 2024 at £172/MWh and 60% for FY 2025
at £146/MWh.

Sterling for the Group are as follows:

52 weeks to 25 March 2023 52 weeks to 26 March 2022

Closing raie Effective rate C\os'\rnrg fate Effective rate
1.22 1.11 1.32 1.40
1.68 1.76 1.64 173

Pensions

We have updated our pension assumgtions
as at 25 March 2023 for the defined benefit
schemes in the UK and North America.

The net pension surplus of £186.7m at the
beginning of the year moved to a net surplus
of £27.8m at the end of the year.

modest fall in the value of growth-seeking
assets and higher than expected inflation
led to an overall loss. The main factors that
influence the balance sheet position for
pensions and the principal sensitivities to
their movement at 25 March 2023 are set

The movement is principally due to the
impacts of the high yield environment. Whilst
the significant increase in discount rates was
the main contributor to gains from changes
in financial assumptions, the corresponding
reduction in the value cf bond and

Discount rate
Inflafion

Life expectancy

liability-ratching assets, together with a out below:

o ) Movement Impact
+1.0% Increase surplus by £202m
+1.0% Decrease surplus by £151m

+1 year Decrease surplus by £52m

Following the exceptional gilt yield
mavements in FY 2023, the Group agreed
to make £95m from the Limited Partnership
created following the sale of the North
American divisions (the escrow) available

to the Bus Pension Scheme to assist with
liquidity management. The loan was repaid
in February 2023, The funding shortfall

(the basis which will determine the final
distribution of funds from the escrow
following the next triennial valuation) remains

materially lower than it was at the beginning of assets and liabilities held within the

of the period. The Company has now started  Strathclyde Pension Fund into the North East
the formal process of remaoving the legacy Scotland Pension Fund and a subseguent
North Armerican pensian obligations from the  annuity purchase.

balance shest by giving notice of its intention
to terminate the pension plan in Canada.

During FY 2023, £11.8m of excess funding
was returned 1o the Group by a Local
Government Pension Scheme in Scotland.
This had been made possible by the transfer

On an agreed low-dependency funding
basis, Bus and Group Scheme shortfalls are
in aggregate ¢ £60m lower than at the start
of the year, to ¢.£148m at year-end {with
£117.6m remaining in escrow}.
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Financial review continued

Balance sheet

Net assets have decreased by £134.3m since 26 March 2022, The principal reasons are the impact of the profit for the year, which is more

than offset by the reduction in the pension surplus, as well as the share buyback programme.

As at 25 March 2023 As at 26 March 2022

Balance sheets -~ Net assets/(liabitities) £ £m
First Bus 511.9 6064
First Rail 1,368.3 597.3
Greyhound {21.8) 33.7
Divisional nt;gée-t-sun_-___________-_ " o 1,858.4 1,257.4
Group items 1621 2458
Net debt (1,275.6) {619.0)
Taxation 5.3 -
Greyhound - Heldforsale 06 09
Total ) 7508 885.1

Legacy North American assets and
liabilities on balance sheet

Ags part of the disposal of First Transit to
EQT, FirstGroup was entitied to an ‘earnout’
consideration of up 10 $280m (¢.£220m}.
On 28 Octoper 2022, EQT Infrastructure
announced its agreement to sell First Transit
to Transdev North America, Inc,, and as

a result the Group currently estimates the
earmnout consideration to be ¢.$88.5m
(£72.3)m). During the year this gave rise to

a non-cash, adjusting charge of £33.8m
relative to the carrying value of the earnout of
£106.1m at 26 March 2022,

Post-balance sheet events

= On 11 May 2023, the Department for
Transport (DfT) confirmed that it would net
exercise its option to extend the existing
arrangements for FirstGroup’s TransPennine
Express {TPE} National Rail Contract, which
was due to expire on 28 May 2023. On that
date the DT appointed its Operator of Last
Resort to take over delivery of passenger
services on the TPE netwark,

® The sale of the Bus division's depot at
Empress Road, Southampton, which was
disclosed as held for sale at 25 March 2023,
completed on 3 April 2023 with proceeds in
line with the held for sale valuation.

= First Transit earnout crystallised following
completion of sale of First Transit business
by EQT Infrastructure in March 2023, with
estimated proceeds of ¢.$89m anticipated
inH1 FY 2024,

= N May 2023, the DT announced a two-year
funding settlement for bus operators in
England which includes £300m of further
funding o protect bus services until 2025,
and £200m funding o extend the £2 fare
cap until the end of October 2023 and then
at £2.50 until Novernber 2024,

Going concern

The Board carried out a review of the
Group's financial projections for the 18
months 10 30 September 2024 and having
regard 10 the risks and uncertainties to
which the Group is exposed, the Directors
have a reasonable expectation that the
Croup has adeguate resources to continue
in operational existence for at least the
12-month period from the date on which
the financial statements were approved.
Accordingly, they continue to adopt a going
concern basis of accounting in preparing the
consolidated financial statements in this full
year report.

Definitions

Unless otherwise stated, all financial figures
for the 52 weeks to 25 March 2023 fthe
vear' or 'FY 2023') include the results and
financial position of the First Rail business
for the year ended 31 March 2023 and

the resufts of all other businesses for the

52 weeks ended 25 March 2023. The
figures for the 52 weeks to 26 March 2022
{the ‘prior year or *FY 20227 include the
results and financial position of the First Rail
business for the year ended 31 March 2022
and the results and financial position of all
other businesses for the 52 weeks ended
26 March 2022. Results for the 53 weeks
t0 30 March 2024 ('FY 20247 will include
the rasults and financial position for First
Rail for tne year ending 31 March 2024 and
the results and financial position of all the
otner businesses for the 53 weeks ending
30 Marcn 2024,

‘Cont.” or the '‘Continuing cperations' refer
to First Bus, First Rail and Group iterrs.

‘Disc.’ ar the ‘Discontinued operations'
refer to First Student, First Transit and
Greyhound US,
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References to ‘adjusted operating profit’,
‘adjusted profit before tax’, and ‘adjusted
EPS' throughout this document are before
the adjusting items as set out in note 4 to the
financial statements.

‘EBITDA is adjusted operating profit less
capital grant amertization plus depreciation.

The Group's ‘EBITDA adjusted for First
Rail management fees' is First Bus and
First Rall EBITDA from open access and
additional services on a pre-IFRS 16 basis,
plus First Rall atiributable net income from
management feg-based operations, minus
central costs.

‘Group adjusted attributable profit’ is First
Bus and First Rail adjusted operating profit
from open access and additional services,
plus First Rall attributable net income from
rmanagement fee-based cperations, minus
central costs, minus cash interest, minus tax.

‘Net debt/cash) is the value of Group
external borrowings, excluding accrued
interest, less cash balances.

‘Adjusted net debt/{cash)' excludes
ring-fenced cash and IFRS 16 lease liabilities
from net debt/{cash)

Ryan Mangold
Chief Financial Officer
8 June 2023
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Key performance indicators

The Group and our divisions focus on a range of financial and non-financial KPIs to measure
progress and evaluate performance over time. KPIs linked to remuneration are marked @

Read more about remuneration in the Remuneration Committee report on pages 107 to 134.

Financial KPls

Group revenue (£m)
Conlinuiriyg per alions

£4,755.0m

Group revenus reflects the overall size and
health of the business driven by passenger

volumes and funding receipts.

Group adjusted operating profit’ {Em)

Continuing operations

£161.0m

Group adjusted operating prcfit is a
measure of our ability to extract valus from

our revenue and manage costs.

Continuing operations

10.6p

Adjusted EPS summarises the overall
financial performance of the Group
and profit attricutable to shareholders.

Adjusted earnings per share' {pence)

Fv 2023 I - -

o 2022 | W -+
e 2071 | W .2

® TOC No~ - TOG ® Bus

Revenue from continuing
operations increased to
£4,755.0m (FY 2022: £4,591.1m),
principally reflecting improving
passenger volumeas in First Bus
partially offset by lower receipts
from government grant funding
and increased revenue in First
Rail.

F 200 [ =

FY 2022 s

Fy 2021 a4 IR

Fr2020 (a4 [

Py 2019 I -

First Bus benefited from
improving passenger volumes
and yields, which were partly
offset by lower grant receipts
and the impact of inflationary
cost headwinds, In First Rail,
operating profit for management
fee-based operations was
down primarity due to the
result of lower performance fee
expectations, althcugh thess
were more than offset by a
strong performance in open
access (Hull Trains and Lumo).

Adjusted EPS for the continuing
business has increased from
1.6p to 10.6p due 1o strong
growth in First Bus and First
Rail open access EBIT as weall
as a significant reduction in

net finance costs following the
deleveraging in FY 2022 and
benefits of capital deployed on
the share buyback programme.

Businesses which are now discontinued cannot be disaggregated for the purposes of EPS beyond the comparative year. FY 2020 includes

Greyhound and FY 2019 includes Greyhound, First Student and First Transit.

Adjusted net cash/{debt) {Em}

£109.9m

The level of net cash/(debt} in the business
influences our abllity to invest and finarce

the business,

FY 2023 Woss
Fy 2022 3.9

Pt e EEEE
Y 2620 01400,

-1,500 -1,250 -1.000 -750 -500 -230 a 250

Adjusted net cash/Adebt) has
improved by £114m due o
strong EBITDA in First Bus and
First Rail open access operations
in addition to proceeds from

the sale of legacy US properties
offset by investment in First

Bus fleet and infrastructure,
acquisitions and the buyback
programme.

1 Alternative Performance Measure (APM). Reconciliation of APMs to statutory measure can be found in note 4 on pages 168 to 171,
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Key Performance Indicators continued

Non-financial KPls

Customer performance

First Bus total operated mileage

96.3%

This measures bus miles operated as
a percentage of timeatablad bus miles.
It is an important indicator of service to
customers and contract fulfilment.

F'irst Rail Public Performance Measure

This measures % of passenger trains
punctual at fina! destination’ by financial
period and moving annual average (MAA).

Punctual is defined as arriving at the
final destination within five minutes of the
planned timetaple for London and South
East, Regional and Scottish operators,
ar within ten minutes for long distance
operators, Source: Network Rall

Py 2023 E S -

FY 2021 LT RRA 9g.2

RS 215.3m 98.4

Fy 2016 98.4
50% 80% 0% 80% 0% 100%

There has been an improvad
performance in H2 FY 2023.
This is driven by increased
passenger volumes, improved
driver availability and the
implementation of other
efficiency measures.

2018 2000 2021 2022 2023
—  Avanti West Coast — TransPenning Express UK average
—  Great Western Railway — Hull Trains
—— South Western Ralway — Lumao

Safety

Our two safety KPIs measure the success of our Dedicated to Safety value, our duty of care to our customers, and our commitment to
providing a safe place to wark for cur ermployees,

& Read more about saiety on page 51

Employee Lost Time Injury Rate

8.7

Measures the number of lost time injuries
per 1,000 employees per year.

FY 2023

|
s
o
e
o

Fv 2022

fy 201

™~
b
-
e
ey
-
)
—

Py 2020

Y 2019

Passenger injury rate
per million journeys

4.5

Historical data is restated annually to
incorporate the most accurate information
for the last 36 months.

|
i

FY 2023

FY 2022 4.8

Y 2021

>
g

Fy 2020

N
o

Fy 2019

w
@

The lost time injury rate has
reduced by 9% due to significant
reductions in severity of injuries
across both First Bus and First
Rail. Ensuring a safe working
environment for all colleagues is
paramount and we continue to
strive to eliminate all injuries in
the workplace.,

Passenger injuries have gone
down by 7%, a reduction
mirrored in both the bus and rall
divisions. We have implemented
several strategies to help our
passengers travel safely on

our vehicles and trains through
educational campaigns, process
improvements, and technology

1 Punctualis defined by Network Rall as arriving at the final destination within five minutes of the planned timetable for London and South East, Regional and Scotland
gperatars, or within ten mirutes for long distance operztors. Tre moving annJal average (MAA) refects tre proporticn of frans on time ir the past 12 monins.
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Non-financial KPls continued

Environment ) See page 45 for our full environmental disclosures

Scope 1&2 emissions

749,831
tCO,e

Measures the success of our actions

to combat climate change and improve
local air quality by delivering low and zero
emission mobility sclutions and infrastructure

for our custcmers and communities.

Fy 2023 N - -

e 22> I - >

Fv 2ozt [ -

e 20c0 I -+
v 20rc N '+

® Scope 1 ® Scope 2

Scope 1 and 2 emissions have
slightly decreased from FY 2022
to FY 2023, This is partly due to
improved emission factors and
progress on bus electrification as
well as strike action significantly
impacting First Rail service levels
over the last year.

Carbon intensity

167

tCO,e/Em

Normalised measure of our Scope 1, 2,
3 (limited) and out-of-scope emissions,
calculated as tonnes of carbon dioxide
equivalent per £m of revenue. Also linked
to the Group's Revolving Credit Facility.

Zero emission buses

6.0%

of bus fleet

Indicates the speed of investment in

decarbonising our bus fleet. Also linked to

the Group's Revolving Credit Fagility.

v 2029 [ - o
v 2072 I -
Fv 2021 [N

Fv 2070 [ 0.2

FY 2019, 0.0

Community investment (& Read more about community invalvement on page 53

£617,000

Measures the Group's contribution to

local communities using the London

Benchrnarking Group {LGB) model which
tracks direct cash contributions, employee
volunteering time, in-kind support, and
leverage including employee, customer

and supplier contributions.

Carbon intensity per &m revenue
has improved dug to ongoing
decarbonisation efforts across
the business, indicating a
de-coupling of GHG emissions
from business growth.

The nurmber of zerc emission
buses in our fleet continues to
increase in line with our ambition
tc achieve a 100% zero emission
hus fleet by 2035,

Fr 2023 0.62

rreozz N s

gl |0 RN

P 20z I N -

® Cash Time ® In-kind Leverage

£617,000 to the communities

we serve. We transitioned

frarm a Group charity partner

to divisional charity partners

this year. While this was being
implemented, cur programme
of gifting advertising space was
out on pause for several months,
resulting in a temporary drop.

Explanation of changes to KPls

ROCE has been removed from the KPIs. The majority of the capital deployed by the Group is in First Bus, given the very low capital
requirement in First Rail in line with the terms of the management-fee based contracts. When we assess growth capital deployment in First
Bus, we use a Weighted Average Cost of Capital (WACC') measure, adjusted for risk.

We have included Adjusted net cash/{debt). We use adjusted performance metrics which adjust for the nature of the management-fee based
rail contracts where we bear no revenue and cost risk, to measure the performance of our businass.
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Our ambition is to be the partner of choice for innovative and sustainable
fransport, accelerating the transition to a zero carbon world.

We are committed to building a business for the long
term, and our sustainability agenda goes to the heart
of who we are and what we do as an organisation. We
have a critical role in creating a connected, healthy,
zero carbon werld, contributing to local prosperity and
growth, reducing congestion on the roads, improving
air quality and helping to reduce carbon emissions.
QOur newly formed Responsible Business Committes
reports to our Board and oversees all our responsible
business activities.

Climate leadership

We have recently set a science-based emissions
reduction target aligned with & 1.5°C ambition and
approved by the Science Based Targets initiative
(8BTi). Climate-related KPIs are embedded into the
variable remuneration of our senior leaders to support
achisvement of this target. We were the first public
transport operator in the UK to officially support the
Task Force for Climate-related Financial Disclosures
(TCFD) and publish our third TCFD report this year.

Social value

We create jobs in many UK regions, We are committed
10 increasing the diversity of our workforce and
building their skills for the future, all of which generates
social value, alongside our support for communities.

Stakeholder engagement

We review our strategic priorities through robust
materiality assessments and axtensive dialogue
and consultation with both internal and external
stakeholders. We recognise this is a process that
will continually evolve and sc too will our work, with
the needs and perspectives of our stakeholders
continuing to inform our plans, See pages 78-80 for
more information on our stakeholder engagement
throughout FY 2023.
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Qur performance on ESG indices

We continue to be recognised as a leader by third
party evaluations, ratings, and rankings of corporate
ESG performance. We have been included in the
Clean200 Report for a fourth consecutive year,
which ranks the world’s largest publicly-listed
companies by thelr total clean energy revenues from
products and services that previde solutions for the
planet and define a clean energy future.

We were the only UK transport operator included
in the 2022 S&P Sustainability Yearbook and cur
score improved to B on the COP global disclosure
programme this year. We also ranked third out of
the world's 80 most influential transport companias
in the World Benchmarking Alliance's new

2022 Transport Benchmark, making us the top
performing UK transport company in the category.

Further recognition during the year includes:

= (Green Economy Mark on the London Stock
Exchange and recognised for our contribution to
the global green econamy

= ranked as the top perferming bus and rail operator
in our sector in the FTSE4Good Index

» ‘Low Risk' rating on the Sustainalytics Index and
ranked in the 94th percentile in our sector

= ‘Prime’ status on the 1SS ESG Index and ranked in
the top decile in cur sectar

= ‘AA ranking on the MSCI ESG index for the sixth
year running

Claire Hawkings
Chailr, Responsible
Business Committee

The business continues
to make progress on our
sustainability agenda,
with performance and
future priorities overseen
by the Responsible
Business Committee.

@

CLEAN2Q0" FTSE4Good

London Stack Exchange
Green Economy Mark
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Mobility Beyond Today

Our strategic framework for driving sustainability

Our three priority areas
drive our sustainability ambitions

Nnr fnondatinnsg
underpin our framework

Hold the
highest ethical
standards

) Read mare on page 56

Foster continuous
improvement in
safety towards our
goal of zero harm

{3) Read more on pages 51-52

Embed environmental
management to reduce our
impact on the environment

(@ Read more on page 55

Underpinned by our Vision and Values

We provide easy and -
convenient mobility, @ .
improving quality of life

by connecting people Committed to Dedicated
and commurities. our customers to safety

Innovating for

our customers

Our innovative sclutions ensure we
deliver the transport of choice for
our customers, passengers, and
communities

() Read more on pages 40-42

Being the partner
of choice for low
and zero emission
transport

Our business delivers low
and zero emission transport
e solutions o help combat
‘9?‘@ climate change and improve
\?1_ local air quality

{3 Read more on pages 43-46

Supporting

our people

Our workforce is diverse,
healthy, supported,
engaged and has the skills
required now and in the
future

3 Read more on pages 47-50

Form genuine, enduring
local relationships with the
communities we serve

() Read more on pages 53-54

Accountable Supportive Setting the
for performance of each other highest standards
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Responsible business continued

Innovating for
our customers

We are focused on providing

services that have innovation, ease, ‘
convenience, and sustainability at their |
core, in order to have more people ‘
than ever travelling on our bus and rail
services and taking cars off the road.

Qur aims

i million passengers and (@longside other rail operators)
I seen rail overtake air travel to become the preferred

! mode of transport between Edinburgh and London.

: Between April and August 2022, for the first time over

" half (57%) of journeys between Edinburgh and London

Enabling the shift

Helping more people to use bus and
rail services, increasing ridership and
leading to fewer car journeys being
made.

| Driving innovation

> ‘ Embracing new technologies and
- T ways of working 1o deliver sasy,
— convenient and sustainable mobility
~ solutions for our customers. }
|
. _. |
\L_(@é} Using our influence i
9\ ‘Q\ Collaborating and partnering with
stakeholders to shape the sustainable
L—) = communities of the future.

i Providing alternative modes of travel
" We play a critical role in reclucing congestion on our

- greenhouse gas emissicns produced within the

Just over a year afte
GWR'’s Dartmoor Line
reopened to regular
passenger trains,
journey numbers on the
line passed 250,000,
exceeding the demand
levels originaily forecast.

roacdls, improving air quality and helping to lower
carbon emissions. Transport remains the largest
element of the UK’s carbon footprint. Governmeant
statistics also show that bus and coach transport
accounts for only 2.2% and rail just 1.58% of

transport sector, compared with 529% from cars.

Rail journeys emit up to 80% less carbon and bus
journeys over 30% less carbon than journeys by car.
We are focused cn helping more people o make the
shift to our bus and rall services, leading to fewer car
journeys being made. Not only is this desirable for the
UK to meet its Net Zero goals, but public transport

L is also vitally important for social inclusion, acting as
a leveller for access to education, jobs and haalth

facilities, reducing congestiocn and supporting social
mobility and cohesion.

Our fully electric rail operator Lumo has achieved two

major milestones in its first year, having attracted a &) Read more about Lumo

on page 16

were by rail. The sustainable rail operator carried its
millicnth passenger in November 2022 having run
maore than 2,500 services, the equivalent of around
4,125 full flights” each carrying 180 people

First Bus welcomed the DfT's new £2 fare cap
scheme, which came into effect in England in January
2023. The aim is to help the sector encourage greater
bus use, whilst supporting customers at a time when
the cost of living has increased. We welcomed the
extension of the scheme until the end of November

¢ 2024 at £2.50, having seen more than five million

passengers already utilise the £2 fare scheme on First
Bus services since it began.

We have also been supporting the Scottish
government's scheme to provide free bus travel for
under-22s, which came into effect in January 2022
We launched a new marketing campaign called
#FreeToExplore to promote this scheme in 2023,

Simplifying end-to-end journeys and
supporting active travel

To reduce journeys made by private car, we strive to
improve and simplify end-to-end passenger journeys,
and 1o increase the integration of active travel,

including cycling and walking, into our networks.

. This year, our rail businesses have continued 1o install
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hundreds of secure bike spaces to allow even mare
people to choose a sustainable way of getting to and
from the station. As an example, we opened a new
cycle hul at Salisbury station with 74 cycle parking

spaces and an e-bike docking station, * Estimated using Airbus A320

with seating capacity of
180 people.




Improving accessibility

We are committed 1o making our services accessible
and we make every effort to support customers with
disabilities or restricted mohility.

We recognise that access to public transport

services is often fundamental to such customers’
independence. We work with both national and local
disability groups and continue o invest in making our
services more accessible. We put in place a nurmber of
technological enhancements to improve accessibility
on our services this year,

Avanti has launched a dedicated communications
channel to provide disabled customers with instant
help during their journey in a first for the LK rall
industry. Called ‘Travel Companion', the channel
utilises WhatsApp, to connect passengers to
accessible travel experts who can offer specialist
support while travelling. To support blind or
partially-sighted people Avanti has also included within
this channel, Be My Eyes - a free app offering video
support at a moment's notice from sighted volunteers
and professionals who lend their eyes to solve tasks.

Travellers who are deaf or have hearing loss often
struggle 1o hear station announcements and
communicate with staff, which can make it harder

to plan and carry out journeys. Both SWR and TPE
have trialled Artificial Inteligence techneology at
various stations this year which translates live journey
informaticn into British Sign Language (BSL). This is
displayed through a figure on digital totem screens,
giving them more confidence on their journeys.
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Combining excellent customer service
with innovation

To encourage more pecple to use bus and rail
services, we continuea to invest in innovations

to improve customer service, delivering more
convenience, smarter, easier and maore flexitle
ticketing, better real-time information and improved
on-board amenities.

We have now launched ‘tap on tap off’ payment
technology and ticketing options cn our buses in
various UK regions including Aberdeen, Glasgow,
Cornwall, West Yorkshire and Leicester. This payment
technology is now installed on all our fleet. It allows
customers to pay by contactless for the journey they
make — calculated from the point they ‘tap on' to the
point they ‘tap off'. it also helps speed up boarding
times and journeys.

Using our influence

Transport is public facing, often the topic of public and
political debate and subject to significant interaction
with government at local, regional and national

level. Our goals are to advacate for innovation and
investment in sustainable mobility, and to make the
case for transport infrastructure decisions that help

reduce congestion, enhance customer experience and

decrease journey times. We achisve this by engaging
with a wide range of stakeholders and policymakers.

With government

At Group level, we have long-established and strang
relationships with government officials and
departments, as well as positive engagemeant with
ministers. We work with both government and
opposition policy teams and advisers, as well as
Parliamentary committee members, and MPs and
councillors who are local to our businesseas.

We engage with policyrmakers and seek to influence
the development of policy both directly, and through
the membership of sector trade organisations in

the UK, who in turn engage with government and
regulators to promaote a positive policy environment
for private sector transport. We welcome the
government’s recent anncuncement on the launch
of a Bus Centre of Excellence in partnership with the
Chartered Institute of Highways and Transportation
(CIHT) to upskill, recruit and retain a new generation of
bus professionals, and we lock forward to engaging
proactively following its launch in the spring.

Qur project to deploy
superfast on-board

5G Wi-Fi for SWR
custemers between
Basingstoke and
Earlsfield is underway.
Engineers far the project
by evo-rail and SWR,

in partnership with
Network Rail, have now
installed the first series
of rail-5G poles on the
line between the stations
on the South West

Main Line. It will be the
first railway line in the
mainiand UK to deploy
the industry-leading
rail-5G technology for
customer use. With aver
100 trains already fitted
to accommodate the
solution, the technology
will cover 70km of the
SWR network,
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With local authorities

In First Bus we work closely with our local authority
partners to pursue partnarships which help us deliver
better services through measures which reduce road
congestion and give priority 1o buses.

In First Rail, we deploy Regional Development
Managers within our operating companies who liaise
with local and regional government, local businesses,
user groups and others.

This commitment to, and experience of, effective local
and regional partnerships, underpins our approach to
the partnership options set cut in the government's
National Bus Strategy, as well as our engagement with
the devolved nations, to ensure that the experience
and expertise of private operators remains central

to the delivery of public transport services. This year
we were delighted 1o successfully secure further
funding with our local authority partners which we
supplemented with our own investment for further
electric buses in Norwich, Leicester, York, Bramley
{Leeds) and Hoeford (Portsmouth) depots. Read more
on page 43.

We have worked in strong collaboration with a
number of local transport and combined authorities.
For example, in Leeds with the West Yorkshire
Combined Authority (WYCA} and | esds City Council
we exceeded our Enhanced Partnership target to
implement 75% Euro Vi vehicles in the authority,
instead reaching 82% Euro VI. Wider collaboration
with West Yorkshire operators and WYCA has enabled
tap on tap off capping acrass all operators, with
First Bus having invested £600,000 to ensure rapid
implementation.
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With our industry

In the UK, we engage with, and are members of,

a nurmnber of business advocacy organisations,
sustainability lobby groups and public transpert
campaigns. By working through these alliances, we
amplify our influence on policy.

Our Group Engineering Director contirnues to chair

the Industry Sustainable Rail Leadership Group and
attends the industry wids Sustainable Rail Executive.
In addition to this, representatives from First Rail

and our train operating companies chair the Rail
Ervironment Forum, the Alr Quality Working Group
and the Noise Working Group. We are alsc active
members of other industry working groups. Along with
other industry members we have been heavily involved
in development of the Sustainable Rail Blueprint, lad
by the Rail Safety and Standards Board (RSSB). This
sats out the industry-wide blueprint for sustainable rail.

First Bus is a proactive member of the Confederation
of Passenger Transport. This year we have worked
together to successiully develop the case to
government far revenue support for bus operators as
we adapt to changing travel patterns post pandemic
and position ourselves for growth.

We comply with the Lobbying (Scotland) Act 2016
regulations and key personnel are registered with

the UK Lobbying Register. FirstGroup’s gifts and
hospitality policy is strictly adhered to when engaging
with stakeholders at all levals.

As company policy, we do not make palitical
donations. More information cn our stakeholder
engagement strategies can be found on pages 78-80.

We're very grateful

for the contribution of
sustainabllity leaders
from First Rail to drive
forward progress across
GB rail. They bring
practical experience,
innovation and are
fully committed to
tackling industry-wide
challenges.

George Davies,
Director of Sustainable
Development, RSSB
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The vital role of public transpart in helping to address

. the challenges of climate change has never been
. clearer. We are committed to delivering a mors

sustainable future for the communities we serve,

" We actively manage our greenhouse gas emissions

Being the partner
of choice for low
and zero emission

| across our business and are working 16 efiminate the
: carbon emissions associated with cur operations.

. Zero carbon
| We have set a near-term science-based emissions

reduction target, approved by the SBTi and aligned

| with the ambition of the Paris Agreement to limit

- annual average temperature increase to 1.5°C above

transport

We are taking action to combat climate
change and improve local air quality

by delivering low and zero emission
mobility solutions for our customers.
We are focused on eliminating

carbon emissions associated with

our operations in line with the latest
climate science and our geal is for our
operations to be net zero by 2050.

Qur aims

Zero carbon
CO, Eliminating the carbbon emissions
@ associated with our operations.

Air quality :
Improving local air guality in our towns |
and cities through our cleaner fleets.

Climate resilience

Incorporating climate adaptation
measures to improve the resilience of
our services.

pre-industrial levels. Our target is to reduce Scope

.1 and 2 GHG emissions 63% by FY 2035 from a FY

2020 base year. We also commit to reduce absolute
Scope 3 GHG emissions from fuel and energy related

. activities 20% by FY 2028 from a FY 2020 base year,

- and that 756% of our suppliers by emissions, coverng

" purchased goods and services and capftal goods,

- will have science-based targets by FY 2028. More

! information on our Scope 1, 2 and 3 emissions can be
~found in the table on page 45.

| In FY 2023, we have seen a 8% decrease in our
carbon emissions compared with FY 2022, partly due
' to strike action affecting service levels in First Raul

We expect service levels to stabilise from FY2024
onwards, with continued growth: driven by modal shift.

First Bus is at the forefront of the industry in the
operation of low and zero emission vehicles and in
2020 announced a commitment to achieving a fully

zero emission fleet by 2035, During FY 2023, First Bus

and our local authority partners have been successful
in securing government co-funding to bocst their
existing Zero Emission Bus Regional Area (ZEBRA)

+ projects in four locations,

i This means we are co-funding an additional

i 328 gloctric buses over the next year across our York

i and Bramley depots in West Yorkshire, our Leicester
. depot, one of our Norwich depots in Norfolk and the

1 Hoeford depot in Hampshire, with 58% of the funding

: provided by First Bus and the remaining 42% from

. the UK Government’s ZEBRA scheme. This brings

~ the total investment across afl ZEBRA projects that

| First Bus is defivering to £105m, alongside ZEBRA

" funding of £82m. At the conclusion of these ZEBRA

projacts in March 2024, First Bus will have over 600
zero-emissicn buses in its flest.

Four of our depots will operate fully electric fleets by
March 2024, with Hampshire, Leicester, York and
Norwich set to become the UK's first bus depots
outside of London to reach this milestone. In Leicester,
First Bus will invest £8.6m to bring this project to
fruition, alongside additional DT funding of £2.9m
secured in partnership with Leicester City Councit, An
additional 86 electric buses will arrive in Leicester by
March 2024.

Wa also completed the transformation of our

| Caledonia depat this year, with 160 state-of-the art,

rapid-charging EV points now installed.
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We are thrilled

to announce the
completion of our
Caledonia depot. it's
a landmark moment
on our journey to an
entirely zera emission
fleet and a vital step
in decarbonising the
local envirenment and
improving air quality.

Duncan Cameron,
Managing Director
at First Bus Scotland

600

zerc emission buses by
end of FY 2024

() Read more about our
Caledonia depot on
page 15
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While our total rail ken powered by electric traction
have remained the same as last year at 73%, we
expect this to increase as the UK rail network gets
progressively electrified.

To continue to efiminate carbon emissions from our
cperations it is ¢ritical that we continue to work with
the UK and devolved governments, the Great British
Raitways Transition Team and other key stakeholders
to support further electrification of the UK network.
TPE continued to effectively support tha route upgrade
and slectrification of the 72-mile York to Manchester
route in support of its decarbonisation roadmap, Work
pregressed well in FY 2023 with nearly 20% of the
route expected to be electrified by the end of 2024
and the significant remodeliing at Stalybridge station
successfully completed after a 26 day closure.

Where full electrification is not going to be possible,
we support the case for other low or zero carbon
alternatives 1o digsel traing. In Avanti, we achieved a
key milestone in our project to replace old diesel trains
with new electric and bi-mode trains, by commencing
testing of two trains on the West Coast Main Line

for the first time. The new fleet will be a mix of ten
seven-carriage slactric trains and 13 five-carriage
bi-mode trains, with the ability to switch seamlessly
between elsctric and diesel power. The new fleet is
scheduled to enter service on the West Coast Main
Line in 2023.

Qver the past four years, Hull Trains has replaced four
older diesel trains with five new bi-made trains on the
route from Hull into London. This hasled to a 57%
reduction in Hull Trains' carben emissions between FY
2019 and FY 2023,

This year, GWR completed the purchase of assets
from emission-free battery and hybrid trains
manufacturer Vivarail, which went into administration.
Through this deal, we have bought intellectual
property, rolling stock and eguipment relating to

the developrment of high-performance battery
technology designed to support wider introduction of
battary-powered trains on the UK's rail network.

Sustainability is a key focus in all of the DfT rail
contracts and we expect and support carbon-related
metrics in future contracts and negotiations
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Air quality

Air quality has a significant impact on the health of cur
communities, and many cities and towns are already
working to place rastrictions on the mast polliuting
vehicles and prioritise public transport. An important
aspact of improving local air guality is to encourage
modal shift away from car journeys, and to invest in
convenient and cost-effective low emission public
transport networks.

Alongside our long-term commitment to transition

our business to become net-zero, we also have
programmes in place to reduce the emissions of air
pollutants from our existing fleet. Through the process
of contract renewal, new contracts and planned

fleet replacement, we are replacing our older, higher
emission fleet with new models.

We have taken ovar as chair of the rail industry's Air
Quality Steering Group. We continue to be part of the
first ever Air Quality Monitoring Network across 106
stations in England and Wales. Our rail businesses
have installed diffusion tubes and other monitoring
equipment at various stations to monitor nitrogen
oxide, nitrogen dioxide and particulate matters. We
will use this data to inform alr quality improvement
plans where necessary. We are part of the industry
idling reduction project which sesks to overcome the
technical and operational barriers to reduce idling and
improve air guality.

In First Bus, 77% of our diesel fleet has now achieved
the equivalent of Eurc VI low emission standards this
year. As part of this, we continue to retrofit Exhaust
After-Treatment Systemns (EATS) to older diesel
vehicles and we now have more than 1,600 retrofitted
vehicles in our fleet. The growth of electric buses in
our fleet will also continue to reduce our air guality
impacts over time.

Climate resilience

To ensure the success of aur business for the long
term, we are not only focused on climate change
mitigation but also climate resilience — understanding
the physical and transition impacts climate change
can have on our business over the short, medium
and long term, and taking action to mitigate the risks
and leverage the opportunities. Climate change is
managed and reported as one of our principal risks

and thase considerations have been an integral part of

our risk management framework for many years

Following a quaktative review of climate-related risks
and opportunities in FY 2021, and a quantitative
scenario analysis and financial impact assessment in
FY 2022, this year we have worked closely with key
internal functions to understand how these risks and
opportunities are being addressed and what further
actions can be put in place as part of a broader,
Group-wide transition plan. Our TCFD update on
pages 57-65 provides mare details on how we are
assessing and managing these risks.

73%

rail distance powered by
electric traction

5

new bi-mode trains in
Hull Trains replacing
clder diessl trains over
the past four years




Greenhouse gas (GHG) emissions

The Group's overall carbon emissions decreased by
8% from FY 2022 to FY 2023, This is partly dug to
strike action significantly impacting First Ral service
levels over the last vear, as well as improved smission
factors and progress on bus electrification. We are
COhtinuing to pursue our goal to become a net-zero
business by 2050 or sconer.

The primary factors affecting our bY 2023
performance are:

= Frst Rail have decreased service levels compared to
Y 2022 due to strike action

» The use of bi-mode trains to, where possible, switch
train operations from digsel to electric

Tonnes of carbon dioxide equivalent (tCO,s):
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= First Rall driver training and other energy efficiency )
initiatives, 6 0/0

of cur bus fleet

now rmade up of

zero emission vehicles

= Increased use of low emission and zero emission
buses

» A reduction in carbon emission factors for electricity
purchased

For a more detailed analysis and an understanding

of our Group carben perfermance please see
FirstGroup's Environmental Performance Report 2023,
{at www.firstgroupplc.com)

First Bus brought inta service 83 zero emissicn buses
during FY 2023. This has helped to increase our zero
amission vehicles proportion to 8% (3.3% in FY 2022),

Iciaw by emission scope 2023 2022 2021 2020 2019
Scope 1: Direct emissions from

road and rail vehicle fuel, heating

fuel, fleet fuel and fugitive refrigerant

G4s emissions 545,054 599,869 534555 698771 3021 18

Scope 2: Indirect emissions from the

generation of electricity purchased for

buildings and to power electric road

or rall vehicles (location-based) 204,777 221,420 239844 221,018 217277
Scope 3: Other indirect emissions

inclusive of business travel, water

uss and downstream waste

1re§3tment and disposal 8,784 9,182 10,399 12,220 1_6,472

Out of Scope: indirect emissions

from biogenic content of our liquid

ﬂj gas fuels 33,752 30,848 23_,81 9 21 ,460__ 8,088

Total All scopes 792,367 861,330 808,617 051469  1,044.855
% change YOY -8% 7% -15% -9% 7%

% change (2019 baseline) -24% 21% -23% -9% o NeA
Adjusted® Total All scopes 792,36 861,330 808,617 1,083,002 1 ,246,61 4

% change YOY -8% 7% 25% -13% 1%

% change (2012 baseling) -36% -45% -35% -13% N/A
Per £m revenue tCO,e/E£m) 167 188 187 236 293

1 Adjusted total provides like-for-like comparison of our carbon emissions by adjusting for major changes in rail {inclusion of Avanti and
JWA). Please see more detall in cur methodologies section below.

Energy efficiency initiatives

FirstGroup tracks and monitors energy-saving
inifiatives to ensure we continue to focus on energy
efficiency alongside switching to low and zero carben
energy cholces. The following are examples of
significant, approved initiatives in the short to medium
term which will be driving continucus improvement in
our energy and carbon performance:

® Great Western Rail (GWR;) is trialling fast-charging
battery technology o help bring regular battery-only
rail services a step closer. The battery is currently
biging trialled frorm West Ealing to Greenford in
north-west London

= The complation of the Caledonia depot with the
introduction of a significant number of electric vehicles
and associated charging infrastructure

» Frst Bus is investing £2.5m in more than 6,000 solar
panels to help power 20 of its depots

Methadalagies and calculations

Our carbon and energy repcrting approach is
prepared in accordance with the fellowing standards
and guideiines:

® Greenhouse Gas Protocol (GHG Protocol) for
Corporate Accounting and Reporting Standard

= UK Gavernment Streamlined Energy and Reporting
(SECR) Guidelines

FirstGroup has an operational control boundary
covering 100% of its business activities with a
materiality reporting threshold of 5%.
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The term ‘carbon emissions’ in this report refers to
GHG emissions as reguired for a GHG inventary. This
includes carbon dioxide alongside six other GHGs
calculated in mass of carbon eqguivalent (CO,e),

Qur GHG inventory is reported in four categorias or
'scopes’, listing cur direct and indirect emissions in
accerdance with the GHG Protocol:

Scope 1@ Direct emissions from road and rall vehicle
fuel, heating fuel and fugitive refrigerant gas emissions

Scope 2! Indirect emissions from the generation
of electricity purchased for buildings and to power
electric road or rall vehicles (location-basad)

Scope 3: Other indirect emissions inclusive of
business travel, waste disposal, water supply and
water treatment

Out of Scope: relating to the combustion of biofuels

Our reported total carbon figure is inGlusive of our
reported ‘Scope 3' and *Out of scope’ emissions,

Qur gross carbon emissions are also provided with
an adjusted total to account for the incorporation of
SWR and Avanti in previous reported years. It applies
the equivalent emigsions of these businesses to orior
reported years to better compare our performance
free from the impacts of major business change. This
is caleulated in accordance with Appendix E of the
GHG Protocol.

Our UK carben and energy emissions are calculated
using Government-issued emission factors:

= UK Government GHG canversion factars for company

reporting: BEIS, 2022

Total energy use (kWh)
Kilowatt-hours of energy (kWh HHV): Total by

There are limited examples where emission factors
have been developed as '‘bespoke’,

To calculate underlying energy use, liquid and gaseous
fuels have been converted from a volume to KWh
(Gross Calorffic Value). The following sources have
been used to derive fuel energy properties for these
calculations:

= UK Government GHG conversion factors for company
reporting: BEIS, 2022.

A detailed understanding of cur calculation
methodologies is available within FirstGroup’s
Environmental Performance Report 2023, which can
be found on our website at www firstgrouppic.com.

Monitoring our underlying energy use ensures we are
focusing an energy efficiency as well as switching 1o
low and zero carbon energy choices. The underlying
energy use which affects our carbon footprint has
decreased 16% since last year.

This year the proportion of renewable enargy we used
was 6%, impacied by the relative use of electric versus
diesel vehicies in our fleet. For a more detailed analysis
and understanding of our Group energy performance
please see FirstGroup's Environmental Performance
Regort 2023.

Group revenues increased 4% compared to FY 2022.
This, coupled with a 8% decrease in carbon emissions
and an 16% decrease in energy use, hasledtoa 11%
decrease in our carbon per £m revenue and a 19%
decrease in our energy per £m revenue.

energy source and renewable content 2023 2022 2021 20260 - 2019
Non-renewable sources 2,634,638,964 3,378,89&@ 3,102,497,653 3,499,209,894 3,763,697 692
Renewab_le energy sources 172,559,038 309,115,330 304,782,436 627,153,709 80,185,975
Total All L 3,107,198,003 3,688,009,740 3,407.280,083 4128363602  3.843.883,607
% change {year-on-year) -16% 8% -17% ) 7% 8%
% ch_g_rlge (2019 baseline) -19% 4% 1% 7% NA
Eer £m revenue [MWn/Cm) 653 8_(_)8 789 1,021 1,080
First Bus

Percentage of low and zero emission passenger

fleet — Firrs't Bus 2023 2022 2021 2C20

Low emission buses

{defined as diesel or biomethane powearad

buses with a 16% or greater carbon saving

from a standard alternative) L _ 308% 23.24% . 21.8% 20.2%

Zero emission buses

{electric or hydrogen powered) 6.0% 3.3% 1.1% 0.3%

Total passenger fleet 4,591 4974 5.189 5619
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Supporting
our people

We employ around 30,000 people in
depots, stations and offices, providing
vital services which connect peopie
and communities. Our people are at
the heart of our business, and we are
extremely proud of the way they keep
our customers moving.

Qur aims

Diversity and inclusion

We value diversity and inclusion,
and our workforce represents the
communities we serve, increasing
effective participation and equal
opportunities.

Wellbeing

Our culturs means that our
employeas are supported towards
good menital and physical wellbeing.

Skills for the future
% Our pecple have the skills, expertise |
Q and knowledge to drive the transition !
to a sustainable future. i
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Diversity and inclusion

To better understand and meet the noeds of the
diverse customers and communitias we serve, we
are committed to increasing the diversity of cur

! workforce. We continue 16 recognise that attracting
i and retaining people with different backgrounds

and experience reguires an inclusive culture where
everyone feels valued and respected. While we are

. prond of the progress being made in many areas. we
. do acknowledge there is still more to do in order to
! create an inclusive workplace for everyone.

]

i Governance

1 In the past ysar we have established two separate

bodies to help us drive our equality, diversity and
inclusion (ED&I) agenda. Internally we have an ED&I
working group where we share learnings acrcss the
business and develop strategy. Within this group we
are also setting ED& targets, for all of our operating
companies, and are using strategic workforce
planning to help us achieve thern.

The Responsible Business Committee — a new
committee of the Board, met for the first time in

FY 2023 and one of its main duties is to review the
practices and performance of the Group in supporting
our people, and in particular our progress towards
meeting the Group’s goals and objsctives with regard
to ED&L

As an organisation, we want ocur workforce to be
reflective of the communities we serve. The four
gender commitments we set out in 2017 remain a key
focus, namely to:

» increase the number of female applicants for all roles

u gncourage more women 1o stay and progress their
careers with the company

i w support and develop more women into higher paying

roles

m ensure men are aware of the rolg thay play in creating
an inclusive workplace that is welcoming 1o women

Qur aspiration is to have half of all the roles we
recruit for, to be filled by women. We also aspire to
be representative of the communities we serve from
an ethnicity perspective, including within our senior
management populations. We are also reviewing
additional imternal targets around specific roles to
help us make positive progress against our respective
pay gaps.

Transparency in our approach is important to us. YWe
are already signatories to Change tha Race Ratio,
First Bus are now signatories to the Business in the
Community Race at Work Charter and this is the
second year that we have voluntarily published our

i ethnicity pay gap.

Workforce
breakdown

Overall, this year the
proportion of women in
the Group has increased
to 20.8% (2022:
20.3%}. The proportion
of women in senior
managemeant positions
has also increased
since the last report
from 20.5% to 23.5%
and 44% of our Board
members are women,
In terms of ethnicity,
11.1% of our warkforce
are from an ethnically
diverse background
(2022: 9.8%)and 2.7%
{up from 2022: 0.9%) of
our workforce consider
themselves as having a
disability.

70%
of employees have

shared their ethnicity
vs 65% in FY