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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, iImproving quality of life by connecting
people and communities. Our services are a

vital part of scciety — 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

We have delivered a strong financial

performance in the financial year. In First Rall,

our teams have worked extremely hard

on our sarvice objectives, and the notable
success of our open access oparations

is further recognition of the considerable
expertise and ambition of cur team, In

First Bus, we are seeing the benefits of
actions we have taken 1o transform the
business, and we are establishing curselves
as leaders in decarbonisation as we
accelerate the electrification of our bus fleet
to deliver value not just for FirstGroup but for
all our stakeholders,

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

and ecanomic goals.

Graham Sutherland
Chief Executive Officer

Gautlonary comment concerning forward Iookmg statements

» Strong financial performance driven by
growth in First Bus and First Rall open
access operations:

—Group adjusted attributable profit mare
than doubled, to £82.1m ahead of
axpectations (FY 2022: £36.2m)

—adjusted EPS of 10.6p for continuing
operations (FY 2022: 1.6p)

- year end adjusted net cash of £108.9m
ahead of expectations

» Strategy remains focused on continuous
improvernenl in opsralional delivery,
continued investment in growth
opportunities, delivering value to
shareholders and playing a leading role in
the decarbonisation of UK public transport

% |n line with this strategy delivered targeted
deplayment of capital including:

—¢.£37m of capital deployed on value
accretive acquisitions in First Bus before
Y 2024 funding

—accelerated investment in First Bus in
decarbonisation following successiul
applications for government co-funding;
c.£43m gross investment in electric buses
and depot 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 Juns 2023

- additional buyback of £115m proposed

following receipt of proceeds resulting from ‘

North America exit

This Annual Report and Accounts includes forward-tooking statements with respect to the business, strategy
and plans of FirstGroup 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’, ‘estimate’,
‘anticipats’, ‘aimy, ‘autiasl(, ‘balicve’, 'plan’, ‘soolt, "oontinug’, "potontial’, ‘rasconably poceible’ or cimilar
expressions are intended to identify forward-looking statements.

By thair nature, forward-looking statermernits involve known and unknown rigks, assumptions, uncertainties
and other factors which may cause acltual results, performance or achievements of FirstGroup to be
materally ditferent from any future resulls, performance or achievermnants expressed or implied by such

forward-looking statements.

Forward-locking staternents are not guarantess of future performance, and shareholders are cautioned not
to place undue reliance an them. Forward-looking statements speak only as of the date they are made and
except as raquired by the UK Listing Rules and applicable law, FirstGroup does not undertake any obligation
to update or change any forward-leoking statements to reflect events onccurnng after the date of this Annual
Report and Accaunts. Nothing in this Annual Report and Accounts is intended as a profit forecast or estimate
for any period.

e
| Group revenue
. (continuing operations)

?£4,755.0m

CFY 2022: £4.5914m

Group adjusted operating profit
{continuing operations)

£161.0m

Iy 2022: C106.7m

Adjusted earnings per share
{continuing cperations)

10.6p

FY 2022: 1.6p

i Dividend per share

L FY 2022 11p

Download

Fust 73

Shaping the future
ol bnspral

() Download here at: firstgroupplc.com/
investors/annual-report-2023
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Performance summary

FY 2023 FY 2022 Change
[Em) {£m) (emy
Cont. Disc. Total Cont Disc. Total Cont. Disc. Total
Revenue 4,755.0 40 47590 458141 8996.9 56880 163.9 (992.9) 829.0)
Adjusted’ operating proft 1610 (66) 1544 106/ 1201 2268 543  (1287)  (724]
Group adjusted! attributable profit 82.1 - s21 2 - 362 459 - 59
Adjusted‘ EF’S S 10.763‘”‘ B {0.9)p 8.7p o 8.60 102p o QOb o (9.5)p (05)0
Dividend per share . 3.8p 1.1p 2.7p
Adjusted” Net Cash/ADebt) o 109.9 T ke 1138
FY 2023 FY 2022
{Em) (Erm)
Statutory Cont. Disc. Total Cant. Disc. Total
Reverue i ~ 4,755.0 4.0 5,588.0
Opemti'nrgﬂ; pré 153.9 31'3. 806 1
Profit before tax 6541
EPS 80.2p
Netdeot B I 819.0
- Bonds, bank and other debt net gf (cash_) o 464.2)
(IFRS 16 lease labifties 1,083.2

1 Alternative Performance Maasura (APM). Reconciliation of APMs ta statutory measure can be found in note 4 on pages 168 to 171.

‘Cont.' refers to the Cantinuing operations comprising First Bus, First Rail and Group iterns. 'Disc.’ refers o discontinued operations, being First Studsnt, First fransit
and Greyhound. Statutory operating profit from discontinued operations of £883.3m inciudes the gains on sale of First Student, First Transit and Grayvhound US.

Key developments

First Bus
= 1.1m passenger journays a day (FY 2022: 0.9m); 188m service miles
operated in FY 2023 (FY 2022 186m)
® Pagsenger volumes increased P0% vs. Y 2022 tevels, with commercial
and concessionary volumes up 21% and 19%
= Tolal passenger rovenue incraased Lo £660.0m (FY 2022 £570.0m),
mare than offsetting the reduction in government funding, which
decreased by £42.8m to £86.6m
= |mprovement in operating margin in H2 2023 to 7.9% despite ongoing
inflationary pressures due to:
- increased passenger dermand
—improved driver availability and operational improvernents
- network and fare realignments to better match services to demand
—regional management restructure completed to drive further
operational efficiencies
= Acquisition of Ensignbus in Essex, Alrporter in Northern Ireland and the
Metrobus service in Bristol
® Disposgal of First Scotland East and closure of Southampton-based
operations
® Accelerated investment in electrification of fleet and infrastructure:
gross investrment of ¢ £43m in electric buses and depot infrastructure
before funding
— 83 electric buses delivered in FY 2023 and &8 ultra-fast chargers
installed
- instaltation of solar panels at 20 depcts completed in FY 2023

- net investrrent of c.£105m committed in Y 2024 on First Bus
decarbonisation, including the installation of 143 uitra-fast chargers.
supported by government co funding of £82m

02 FirstGroup Annual Report and Accounts 2023

First Rail
= 263m passenger journeys in FY 2023 (FY 2022 201m); TOCs: 261m and
open access 2.2m

® Open access 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 Railway awarded National Rait Contract to June 2025
with an option for the DT o extend it to June 2028

= South Western Railway contract extended to May 2025

= West Coast Partnership (incorporating Avanti West Coast) contract
extcnded October 2023

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

Corporate

® Delivered a further ¢.£5m in annual central cost savings as previously
guicled

= £122rn realised from sale of almost all remaining legacy
Grayhound properties

= First Transit earnout crystallised following completion of sale of First
Transit businass by EQT Infrastructure in March 2023 with estimated
proceeds of ¢.$89m anticipated in H1 fY 2024

= £'32m of the £75m on-market share buyback programme completed by
year end

= 715.7m 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

Financial statements

FirstGroup is a leading private sector provider of public transport. We provide easy and
convenient mability, improving quality of fife 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

a day.

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

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

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

() 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
outside of London {(%4)

™

(2 )First Rall

T I First Rail is the UK's largest

, rail operatar, with a track record
! in running all types of passenger
" rail long-distance, commuter,
| regional and sleeper services.

' We have three Departrment
| for Transport-contracied
! operations: West Coast

__1 Partnership (WGP) which

includes Avanti West Coast
¢ (Avanti), Great Western Raillway
[ {GWR), South Western Railway

| {3WR), and two open access

| routes: Hull Trains and Lumo.

‘ () 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 Rail operations (%)

e

® Laisure 64%
Busingss 16%
& Commuter 20%

— Avanti West Coast {Avanti)
— Great Western Rallway (GWR)
~-— South Western Ralway {(SWR)

—= TransPennine Express (until 28 May 2023)

-~ Hull Trains
- Lumo
First Bus operations

Gatway
?

Baifast «

Oublin «

fuia Plymeuth
Penzance
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* Aberdaen

*Noruch

*lpgwicr

*Chelmstord
bnden ¥ Basiden

‘ Business split

- Revenue {as % of Group)

N

| ® First Bus

| Adjusted operating profit
" {as % of Group)

" @ First Bus

- ,.32%
First Rail

8%




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 PR -
choice for innovative and sustainable transport.

TapOff here

We have a clear purpose, a strong balance sheet, and a robust position from which ) -

to deliver long-term, sustainable value for alf of our stakeholders based on:

ucter)]
T e e \ I TapOn) —
Leading positions Digital innovation apOFf

alongside our depth of experience and snabling us to attract more the aosy
proven expertise in bus and rall transport | customers and enhance waly 10 oy

| business efficiency, fiexibility
and profitability

Current inflection point for | First Bus:

growth in public transport as | @ more agile business, ready
= - ’ . to complete trajectory to

a critical enabler of society’s | 10% margin

sustainability goals |

underpinned by supportive governments, ~ () Read more about First Bus

social policies and investment onpage 19

(& Read more about sustainability on page 38

First Rail:
well placed for lower risk,
long-term, cash generative
rail operations with the
increasing contribution of
open access and additional
service revenues

(2) Read more about First Rail
on page 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 economy

() Head more about decarbonisation on page 43

FirstGroup Annual Report and Accaounts 2023 Qs
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Chairman’s statement

FirstGroup has a clear purpose 1o
provide vital transport services that
connect communities, which are
critical to ensuring local economies
are, ahd 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 value for all
our stakeholders. | am pleased to say that the 2023
financial year has seen FirstGroup further consolidate
the significant evolutionary steps of the last two years,
resulting in a strong financial performance, driven

by growth in First Bus and First Rail open access
operations, despite ongoing industry wide aconomic
and industrial relations challenges.

Among the highlights from the year that you can read
about elsewhera in this annual report, | am particularly
pleased that cur close partnerships, working with
governments at all levels, s leading to the introduction
of 600 zero emission buses by March 2024 as First
Bus accsleratas the trend 1o zero emission vehicles
by 2035.

Both commercial and concessionary First Bus
passenger volumes have increased by more than
20% compared tc last year's levels, and we are
seeing improved driver availability and cperational
improvements, as well as network and fare
realignments to better match services to demand.
‘We have deployed capital in First Bus on targeted
growth acquisitions in Northern lreland and Essex,
and we have been successiul in developing our
pipeling of adjacent bus businesses.

In First Rail, we were able to secure a new National
Rail Contract for GWR and extensions to our WGP
and SWR contracts, although we were disappoeinted
to learn recently that the contract for TPE would not
e exiended. The rail industry is entering a period

of change and we welcome recent Government
commenis that the private sector will nave an
enhanced rale 1o play in the sector's recovery

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

06 firstGroup Annual Report 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 owr pecple with a pay rise, and
delivers the reforms needed to improve refiability and
punctuality across the network. Rail trade unions
RMT, TSSA and Aslef have caled a number of strikes
or other action throughout the year, primarfly over

pay issues, which has led to significant disruption for
everyone, especially our passengers. We have worked
aiongside other rail operators as part of the umbrella
trade body the Rail Delivery Group (RDG) to negotiate
and attempt 1o reach solutions to these disputes,
putting fair and reasonable offers to all three. Notably,
TSSA mambers were able to vate an the proposals,
accepted the deal and have ended their dispute, In
recent discussions with the BMT, the RDG put forward
an industry-wide resolution proposal agreed with their
negotiating team, which would have resolved this
dispute and given our 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 their say.

In the meantime, we have collaborated closely with
qovernment and aur industry pariners to do all that
we can to minimise the effects on our customers and
provide as many trains as possible,

With rail industry-wide passenger volumes and
revenues stil below pre-pandemic levels and many
travel patterns changing, the industry as a whole
needs to deliver long overdue and much needed
waorkforce reforms, focused on enabling a responsive
railway and improving passenger experience on
svery day of the week. The railway industry considers
these vital and long-overdue changes to working
arrangements necessary 1o fund a reasonable pay
deal and secure the sustainatle future of the sector
without placing pressure on public finances

FirstGroup has further
consolidated the
significant evolutionary
staps of the iast two
years, resulting in a
very strong financial
performance, driven

by growth in First Bus
and First Rail open
access, despite ongoing
industry wide economic
and industrial relations
challenges.



A real success story for us has been the sustained
popularity of our open access businesses Hull Trains
and Lumo. The latter saw its one 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
in leawving the Morlh Arnegrican market, with tho gale of
Greyhound'’s legacy properties and the crystallisation
of the First Transit earnout occurring during the year.

Qur Purpose

FirstGroup has a clear purpose to provide vital
transport services that connect communities.
Public transport is an environmentally-friendly sector
critical tc resolving some of society’s most pressing
challenges, including climate change, air guality and
congestion. The Group's bus and rail operations
offer value for monay, easy and convenient choices
for customers, within and between some 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
American divisions, in FY 2022 the Board authorised
the de-risking of the balance sheet through a
substantial contribution of £337m to the UK pension
deficit (including £117m in escrow), reduced debt
including repayment of the Covid Carperate Financing
Facility 1o the UK Government, and addressed other
lengstanding liabilities. The Board subsequently
looked at options for the appropriate capital structure
and distribution poficy for the Group going forward.

Introduction Strategic report Governance report

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

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

as described in mare detail below.

2.9p

per share

proposed by Board

As a resull of these considerations the Group has
adnptent A balanced capital allocation policy, including
commitments to decarbenise the First Bus fleat,
maintain its progressive dividend policy and to review
targeted investment in strategically and financially
acecretive growth opportunities.

In December, we completed the sale of all but two in
the portfolio of our legacy US Greyhound properties,
with net proceeds of £122m. Accordingly, following the
receipt of these proceeds, and in Iine with our balanced
capital allocation policy, we began a £75m on-market
share buyback programme and also announced

that £15.7m of the Group’s 2024 bonds had been
repurchasad in a Bank of England bond auction,

Following the crystalisation of most of the residual
values from the North American divisions, combined
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 earnout structure was previously agreed
for the First Transit business, which would benefit
shareholders in the Group. EQT Infrastructure’s sale

of First Transit to Transcev North America completed
during FY 2023 and as such, the Group is entitled

to an earncut consideration which is calculated as a
percentage of the realised equity value on 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 Report and Accounts 2023
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Chairman’s statement continued

In light of the Group's financiai 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 propesed a final
dividend of 2.9p per share, resulting in a total dividend
payment of ¢.£20m, to ke paid on 18 August 2023 to
shareholders on the register at 14 July 2023, subject
to approval of shareholders at the 2023 AGM.

The Board and corporate activity

We ware very pleased to appoint Graham Sutherland
to the role of Chief Executive Officer from 16 May 2022,
Graham has an establishad record in sirategic
development, as well as engaging a diverse range

of stakeholders including consumer, businass and
public sector customers, which he has continued
since joining the Group. The Board and | have worked
closely with Graham 1o identify the key drivars and
means 1o enhance our businesses, and to consider
opportunities that exist for growih 1o maximise

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

08 FirstGroup Annual Repart and Accounts 2023
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From May 2022 the Company received a series of
unsolicited, conditional proposals from | Squared
Capital Advisors (UK} LLP in relation to a possible
cffer to acquire the entire Issusd, and to be issued,
share capital of the Gompany. The unsolicited

offers from | Sguared resulted in a finat proposal

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

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

After a review of the Board's oversight of environment,
social and governance commitments to shareholders,
we established the Board’s Responsible Business
Committee to oversee the Group’s practices and
performance with respect to health, safety, diversity
and inclusion and sustainability, including our transition
to net-zero. We have seen good progress in these
areas during the year. The new Committee held

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




Sustainability

FirstGroup is a major employer in all UK regions

and also in Ireland, with one third of the Group's
employment falling within the 25% of UK local
authority districts that have the highest rates of
unemployment. The Group is committed to creating
a more diverse and Inclusive business in what has
luny bsen secn as a traditiona)’ soctor. Our rocontly
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 centinue to make a
significant contribution in our drive to promote better
gender and ethnic minority representation across
our senicr and middle management populations and
of the current population that have gone through
these programmes, arcund a third have sither been
pramoted or given a development role.

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

FirstGroup began implementing the Task Force

on Climate-Related Financial Disclosures (TCFD)
recommendations in 2021, a year ahead of the
regulatcry mandate, and has buitt 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 reduction and supplier engagement
targets for Scope 3. Our targets have recently been
approved by the Science Based Targets initiative.

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

Following the Remuneration Committee’s review 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 electrification of our
transport services, This, of course, further reinforces
our commitment 1o incorperating sustainability issues
into core business decisions.

The future of the Group

Bus and rail networks are critical 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 economies and
governments at all levels across the country. Transport
18 the largest contributor to our domestic greenhouse

Introduction Strategic report Governance report
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gas emissions, accounting for more than a quarter
of the UK’s total, and private cars are the scource for
more than half of the transport sector's emissions. It
is incumbent on the sector to redouble sfforts to gst
peopla out 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 servicas,
o make buses and trains a convenient choice tor
everycne, 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 trains, 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 to new travel patterns and works
o improve and grow public services in the UK,

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

Our people

During the year the Group's 30,000 employees have
seen a considerable change from the post-pandemic
situation into something approaching a new normal,

has also been a very challenging environment due to
inflationary pressures and sustained industrial action.
QOur pecple 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 like to thank all of cur
employeas, on behalf of the Board, for continuing to
support our customers and communities during this
difficuit period.

Conclusion

Transport is an important part of everyday life, and
people travel for a huge variety of business and
leisure reasons, all of which are assantial to the
economy. The vital role of public transpaort in the

UK was made clear during the pandemic and the
subseguent recovery, and governments at all levels
understand the importance of the sector, FirstGroup
is & cash generative, well capitalised businass with

d ety and de-nsked palance ahoeet and leading
positions in our core UK bus and rail markets. The
Group has a strong platform both for delivery and

to maximise organic and incrganic oppartunities

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 enormous number of opportunities
ahead of us as a leader in public transport and |, and
my fallow Board members, are very positive about the
Group's future.

David Martin
Chairman
8 June 2023

FirstGroup Annual Report and Accounts 2023
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as passengers have been returning in numbers. There by the Group in the
UK and ireland
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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 pecple and
communities and to respond to
megatrends including the net
zero and environmental agenda,

digitalisation and social inclusion.

==

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, arcund 2.6bn passenger
joumeys are made on bus services cutside
London, generating approximately £4.3bn in
revenue.

Local bus services (with the exception of
London, Manchester and Northern Ireland)
have been deregulated since the 1980s,
with most services provided by private
operators. For the majority of local bus
services, operators set timetables and fares
on a commercial basis. A proportion of local
services are operated for local authorities on
a tendered basis. The market is competitive,
and, during a typical year, @ number of
operators will erter and leave the market.

Customers

A significant proportion of customers use
logal bus services to commute to work or
education and for shopping and leisure
purposes, As customer trips recover from
the lows seen during the pandemic, travel
habits have changed. Individual custcmers
are travelling less frequently while an
increasing number of younger customers are
using busses.

Megatrends

There is significant Government recagnition
of the critical role played by the bus industry
in economic, social and environmental
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
to schernes aimed at stimulating passenger
demand, including free travel for Under 22s
in Scotland and the £2 fare cap in England
{rising to £2.50 frorm November 2023 1o
November 2024).

Partnerships between operators and

local autherities are a core pringiple

10 support service delivery, minimise
congestion, improve local economies and
drive innovation and investment. This was
demonstrated by the National Bug Strategy
announced in March 2021, which inciuded
a multi-billion pound funding package to
support simpler fares, improved services
and thousands of new green buses via local
authority-led enhanced partnerships or
franchising.

In support of the decarbonisation agenda,
Westminster and the devolved governments
also have a number of co-funding grant
schemes that are aiding the industry’s
investment in low and zero emission buses

We expect these trends to continue in the
coming years.

) Read more about sustainability megatrends in
the Responsible business section on page 38
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Market attractions

m Bus senvices arg the guickest and most
cost-effective mechanism to achieve modal
shift from private car use to lower emissions
and improve congestion in towns and cities

= Bus trave! is relatively low cost per user
journey and therefore an important underpin
for social inclusion policies and the feveling
up agenda

= Using enhanced data there is increasing
visibiiity of large numbers of customers 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 falling and
customers are increasingly environmentally
aware

= Growing digital capabilities provide
significant opportunities to optimise pricing,
improve service delivery, and create more
efficient operations.



First Rail

We are the UK’s largest
passcnger 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 o an
open access basis, There are currently 17
TOCs on contracts awarded by government
hodies and four open access operations

in the UK. The majority of the service
alements the TOCs provide to customers are
mandated as part of their contracts. First Rail
bids for contracts against other 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 model, rather than
the previous system under which operators
ware reguired to take considerable 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 lower risk/lower reward
financial profile,
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Open access operators run services on a
different model. Track access agreements
with Network Rail s&t out whers and how
often they run trains; with agreements
approved by tho Office of Rail and Roan
Open access routes are typically awarded
where there is a clear business case that the
route wil premote competition 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. TOCs typically lease rolling
stock from lrasing companies and stations
fram Network Rail. On some passenger
routes there is competition from other

rail services and, 1o a lesser extent, from
long-distance coach services and arlines.

Customers

Rail is generally categorised into three
sectors: Lendon and South East commuter
services, regional, and long distance.
Certain networks also offer slegper services.
Parts of Great Western Railway fall intc all
four categories. South Weastern 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 Government has a geal to remove all
diesel-only trains from service by 2040 and
a number of operators now have bi-mode
trains in service which can run under both
electric and diesel power, as well as fully
electric traing, including Lumo's all electric
fleet,

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

The UK Government has provided significant
support to the rall 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 1o play
alongside the Government, in reinvigorating
the rail industry, driving Innovation and
attracting more customers 1o 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 Responsible business section on page 38

Market attractions

= Rall is a fundamental part of the UK's
transport infrastructurs, supporting critical
commuting and leisure passenger flows

» The market offers more than £9bn 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 cpportunities,
with low capital intensity

= The envircnment is regulated, with limited
cost risk protected by annual budgeting.
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Our business model is designed to deliver value to a wide range of stakeholders by providing the vital
services and inmovation that are Key to achieving socisty's social, economic and environmental goals.

Key strengths and resources >

Our people

®

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

Vehicle fleets and depots

®

We operate more than 4,500 buses
and mare than 3,500 locomotives
and rail carriages acrass the UK.

Reputation for safe and reliable
transport services

Owr commitiment to our customers,
employees and others on safety and
reliability is an unwavering focus for
the Group.

Relationships with key
local authority and national
government stakeholders

®

Our long-established relationships

and deep engagement with government
and decision makers at all lovels are
essential to our success.

A stable financial platform

Our business is cash generative,

and we maintain an investment grade
credit rating to enable long-term
service continuity.
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ek | First Bus

Revenues are principaily derived from
fares comprising passenger ticket
sales and concessionary fare schemes
(rembursements by local authorities for
passengers entitled to freg or reduced
fares); and funding revenue, which
includes recovery funding and Bus
Service Operators Grant (B8SOG)) fuel
reimbursement payments. Revenue is
also generated through tendered local
bus services and bespoke contracts for
businesses or one-off events, as well as
tendered sérvices for local authorities
such as Park & Ride schemes.

We act in accordance with our strategic
Mohility Beyond Today sustainability
framewark which drives innovation for
customers and ensures we mest our
societal commitments.
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First Rail

I

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

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

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

1aan

2 2

3. 5
{3 Read more about our sustainability
framework on page 39
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Our efforts are underpinned by our vision and vatues

We provide easy and convenient mobility, improving
quality of life by connecting peopie and communities.

Comnitted to
our customaers

Supportive
of each other

®)

Dedicated
to safety

Accountiable
for performance

©

Setting the highest
standards
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Stakeholders (3) Read more on page 78 Section 172 statement (2y Read more on page 81

We interact with a huge range of
stakeholders avery day.

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

the long term, having due regard for

all stakeholders

Value creation for stakeholders > i Progress in FY 2023

1. Customers

Delivering safs, reliable, value for maney
and easy-to-use travel services for millions
of passengers each year,

In a challenging inflationary envircnment, in First Bus we worked with local authority
and government partners to ensure that our ticketing and fare options remain
affordable, take advantage of the latest technology, and are better matched to
evolving travel pafterns. In First Rail we introduced new fleets, trialled low-cost flaxible
fares, and put in place a number of tools to improve accessibility and support all of
our customers on our trains and at our 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 a capital allocation policy balanced between
investment, growth, and sharsholder returns.

3. Government

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

In line with our disciplined capital allocation policy, in FY 2023 we declared a full year
dividend of 2.8p per share, launched a £75m on-market share 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.

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

We worked c\osely with the Westminster and devolved governments as well as wnth
local authorities across the country, to introduce zero emission fleets at First Bus and
progress government funding initiatives to encourage passengers to return to bus
travel. In First Rail, despite the challenging industrial relations environment, we worked
with government and industry partners to encourage passengers to return to our
networks through a variety of service improvermnents and ticketing initiatives.

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

4. Employees

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

5. Communities

Supporting stronger economias and local
communities by enhancing our engagement
activities, improving our services and
supporting soclal in¢lusion,

6. Strategic partners and suppliers

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

We have establle.hed two groups to drive our equahty‘ diversity and mcluswon agenda
and the Board's Respensible Business Committee reviews cur practices in supporting
our people. Our Step Up/Forward and Reach Up/Forward programmes continue

to make a significant contribution in our drive to promete betier gender and ethnic
minority representation across cur managéement populations. We have once again
increased the number of apprentices training in cur industry leading programmes.

Qver 850 apprentices at the end of March 2023.

We have continued to support our communities through partnerships and initiatives
with local community groups and charities. Folfowing an employee vote, First Bus
chose Macmillan as the division's charity partner for the next three years, In First Rail,
our TOCs worked alongside the Departrment for Transport on local community raif
programmes. During the year our rail TOCs supported the allocation of funds to over
sixty community rail partnerships and worked with community partners to ensure the
successiul delivery of their initiatives.

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

Dur\ng FY ?0?3 we significantly \ncreased engagement W\th aur largest supp!lers
to support carbon reporting and decarbonisation initiatives in order to set Science
Based Targets. We expect to continue broader and more regular engagement with
key suppliers on sustainabllity going forward.
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Chief Executive Officer’s review
11

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 to report a strong financial performance
by the Group in FY 2023, despite the ongoing
economic and industrial relations challenges. Growth
in First Bus in the second half of the year and the
outperformance of our open access rail operations
have resulted in the Group more than doubling its
adjusted attributable profit for the yesar, to £82.3m.

We ended the vear 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 cur
shareholders. The Board is also recommending a 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 a more commercial model and we continue
the transformation of the business, cur performance

in the gecond half of FY 2023 has reinforced our
cenfidence in the scope for significant earnings growth
and margin enhancement over time, and we are
working hard to deliver this

Qur First Raill open access operations have raported
excellent progress during the year, with both Hufl
Trains and Lumo delivering revenue and profits ahead
of our 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 a far greater environmental cost.
The nctable success of our open access operalions
has reinforced that, as the largest private sector

rail operator in the UK, we have the experience

and sntrepreneurial spirit to resolve challenges and
innovate in the rail sector for the future and encourage
passengers back to the rallway.
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The DFT management fee-based contracts
experienced significant industrial relations challenges,
most Notably at Avanti and TRPE. Our teams have
worked extremely hard to address the issues they have
faced and deliver their agreed plans to restore services
to the levels that our passeangers 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 to post pandemic travel 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 will be an
enhanced role for the private sector, 10 reinvigorate
the rail industry, drive innovation and attract more
customers to the railway and we urge the Government
to engage with the industry on the steps that can be
taken, without primary legislation, in order 10 achieve
this. First Rall 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
working closely with government and our partners to
deliver a successful railway that serves the needs of
our customers and communities.

18%

@ First Bus 18%
BR%

First Rail

Operational highlights - First Bus

The overall performance of our First Bus business

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

The division’s total revenue increased significantly in
FY 2023, to £902.5m, from £789.9m in FY 2022. Total
passengar revenus increased by £90.0m to £660.0m,
mere than offsetting the reduction in government
funding, which decreased by £42.8m to £868.5m.

The division reperted an adjusted operating profit

of £58.4m for the full vear (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%

from FY 2022 levels during the 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 Nevemiboer 2023, and the free travel for Under
22s scheme in Scolland, in place since January 2022,
have both positively impacted volumes.

We have also benefited from improved driver
recruitment in many of our locations, the yield

and pricing actions we 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 structure to deliver further
aperational efficiencies.

Our enhanced data and digital capabilities are a key
part of the transformation of our busincss. Thoy arc
providing unprecedented granular insight that is now
driving our commercial decisions, alowing us to
deliver cur pricing strategy and to have more informed
conversations with our local authority partners. Around
80% cf our ticket transactions are now digital and

we recently became the first major UK bus operator

to install ‘tap on tap off' technology on an entire bus
fleet, allowing for improved customer convenience and
distance-based fares, as well as enhanced data for
the business.
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80%

of cur First Bus
ticket transactions
are now digital

We have also successfully diversified and increased
our revenues from our adjacent services. These
businesses reported a good financial performance

in FY 2023, aided by the first full year of our 100%
ownership of Somerset Passenger Solutions ('SPS)
and the acquisition of Airporter in Northern lreland in
October 2022, The adjacent bus services market in
the UK is considerable, and we are actively reviewing
a pipeline of opporiunities to increase our presence
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.

Regional bus operators have welcomed the DfT's
recent two-yaar funding settlerment 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 period
of clarity. 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
oy the Scottish ultra-low emission bus scheme and
£48m of our own investment.

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

and effective utilisation of the batteries, as

well as providing charging software and other
decarbonisation technalogy.

Our electric buses, which were purchased from
Scottish manufacturer ADL, are plugged into one
of our 150 charging pcints situated at Caledonia,
normally charging overnight once they have been
cleaned. All the chargers un sie e Wlhia-rapeid
chargers with some reaching full charge within
four hours.

Maintenance activities on these buses are conducted
inthe same space as our diesel vehicles with the

addition of some specialist tooling and chargers within

the maintenance bays. Our engineers receive specific
electric vehicle technical familiarisation and training.

Qur smart charging software ensures thers is
sufficient electricity in the grid to charge the electric
buses. It also optimises charging when electricity is
at its cheapest, as wall as making sure the amount
we receive doas not exceed capacity.

Our buses are not charged at the depot while they
are in service during the day, and we currently have a
number of pifot schemes in progress where a number
ot loca! businasses, including delivery firm DPD, are
using our ultra-rapid chargers to charge their electric
vehicles during the day.

150

electric charging points
in our Caledonia depoct

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 outperformance in
the secend 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 returns to a more
commercial model.

Accelerating our investment in our
bus fleet and infrastructure

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

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

We have committed net investment of ¢.£106m

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

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

in FY 2024, which means that we will have over 600
zero emission vehicles by March 2024, as well as
four fully electric depots, in York, Leicaster, Norwich
and Hampshire, the first ocutside of London. As part
of our bus depot infrastructure decarbonisation and
cost cutting initiatives, we are installing solar panels at
our depots. We made good progress in this regard in
Y 2023, installing panels at 20 of our depots.

The electrification of our bus fleet and depots will also
creats 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 busingsses making use of our ultra-fast
chargers when our buses are in service during the day
at our Caledonia depot in Glasgow and in Aberdeen
and we plan to replicate this at other depots in

the future.

Lumo - our green open access success

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

Travelling by Lumic 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 35%
pre-pandemic. This has helped take the equivalent
of more than 2,500 flights out of the air. In July 2022,
around 83% of travellers between Edinburgh and
London chose rail over domestic fights, suggesting a
modal shift that iz here to stay. We are also proud i
be supporting grsen jobs as we deliver the transition
to zero emisgsion public transport, with Lumo alone
creating more 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
agresments 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 bensfit of rail users
and will generate sufficient new revenue without
taking it from current operators.

Luma’s services operate along the East Coast Main
Line connecting London, Newcastle, and Edinburgh.
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Lumg’s proposition focuses on providing a greener
rail aiternative 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. iumo came to the market at the right
time, offering a unique product, with no equivalent rall
service and at a price competitive to budget airlines to
encourage a modal shift from air travel to rail.

Having demonstrated how Lume would offer the
greatest benefit and growth for the rail market and
once Network Raill 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
leisure customers who would use Lumo would return
post pandemic. Lumo launched in October 2021
starting out with four services a day, increasing to ten
a day over time by April 2022,

While the Lumo 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 welt as increased advertising and digital
ticket purchasing channels. The autonomy on pricing is
a significant advantage of the open access model.

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

40%

Travelling by Lumo
is 40% greener
than flying



Operational highlights - First Rail

The management fee hased operations repnrted
revenue 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 opticn for the
DfT to extend it 1o June 2028. As wall as working on
the introduction of three new stations on the nelwork
that are due to open in FY 2024, GWR introduced a
new timetable in May this year that has resulted in a
5% increase in train services a day.

In February, wa welcomed the DfT's decision to
exercise the option to continue the current contractual
arrangements for SWR for the full two year extension
patiod. The NRC will now run until 25 May 2025 and
will aliow the SWR team to build on its achievements
during the first two years of the contract, and to
continue to 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 DT, to 15 October 2023
and we continus discussions with the DIT 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 plans to improve services for
our custormers, including further progress on our train
upgrade and refurbishment programme, and we alsa
continua to work ¢losely with HS2 Limited in cur role

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

moare seats and betler frequencies, and during the most
recent period Avanti gperated around 98% of scheduled
services. We have also continued to roll out the £117m
refurbishment programme of the Pendolino fleets with all
trains being fully refurbished this vear.

In May 2023 the DfT announced its decision net to
exercise its option 1o externd 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 dug 1o circurnstances largely out of
our control, mainly the challenging industrial relations
environment including the withdrawal of longstanding
industry-standard overtime arrangements when

TPE was undertaking unprecsdented driver training
requirements dué to infrastructure upgrades. The loss

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

Our open access cperations Lumo and Hull Trains
had a very successiul 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 £19.86m compared to a loss of £(16.6)m in

FYy 2022 {which reflected Hull Trains’ recovery from the
pandermic and the start up costs for Luma). This is a
remarkable achieverment and reinforces our belief in the
ability of the private operators 1o provide the expertise,
innovation and investment to bring more passengers
back to rail and deliver profitable operations.

Open access delivered
an operating profit of

£19.6m

Our additional services businesses, mcluding Mistral
Data, evo-rail and First Customer Contact delivered
adjusted oparating profit of £11.9m in FY 2023, up
from £6.9m in the pricr 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 ail but two of its remaining
Greyhound US properties. Following the receipt of
these funds we launched a £75m on-market share
buyback programrne on 19 Becember 2022 and by
the end of FY 2023 we had completed £32m of the
programme. We were also able to buy back £15.7m
of our 6.785% September 2024 bonds as part of the
Bank of England's bond auction in Navember 2022.

In March, EQT Infrastructure completed the sale of
First Transit and we anticipate receipt of the First
Transit earnout consideration currently estimated at
$89m in H1 FY 2024,

In line with our strategy of investing in value accretive
growth opportunities, in First Bus we have deployed
growth capital of ¢.£37m on a number of acquisitions in
FY 2023, most notably Ensignbus in Essex and Airporter
in Northern Ireland. The acquisition 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 commerclal bus operations
in Essex. The addition of Airporter has expanded our
footprint in Ireland and created an enhancad service.

£122m

received from sale of
portfolio of Greyhound
properties

Capital allocation and dividends

in light of the Group's financial performance for

FY 2023 and in line with its progressive dividend
policy, the Board has proposed a final dividend of
2.8p per share, resulting in a final dividend payment of
c.£20m, be paid on 18 August 2023 to shareholders
on the ragister at 14 July 2023, subject to approval

of shareholders at the 2023 AGM. The total dividend
for the year paid and recommended is 3.8p per share
(FY 2022: 1.1p per sharg). Wa have also announced
today that the Board has proposed an additicnal
buyback of £115m, subject to renewal of the usual
buyback authority at the AGM and following the
receipt of the proceeds from exiting North America.

Progressing our sustainability credentials
and social value contributions

tam very pleased to report that for the fourth
consecutive year, we have been included in the
Clean200 Report, which ranks the world's largest
publicly listed companies by their tatal clean
energy revenues from products and services that
provide solutions for the planet and define a clean
energy future.
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We have also received the Green Economy Mark on
the London Stock Exchange in recognition of our
contribution to the global green economy. We were
also the only UK public transport operator to be
inciuded in the 2022 S&P Sustainability Yearbook and
our score improved to B on the Carbon Disclosure
Project ('CDP") global disclosure programme this year
In addition, we were ranked third out of the world’s
90 mast influential transport companies in the World
Benchmarking Alliance's recently published Transport
Benchmark that uses publicly available information

to assess companies on their progress towards
decarbonisation and their contributions to a just
transition and social transformation.

The Group has worked hard over many years to
establish its safety culture and our focus remains

an our commitment 1o the safety of cur customers
and employees. In FY 2023 we continued to invest
in technoiogy systems and introduced a number

of initiatives and awarenass campalgns to reduce
incidents and to effectively monitor and manage our
performance

In September 2022 we published our first social value
report, working with the 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 year, We create
social value by supporting prosperity, growth and jobs
in the communities we serve, Tor example through
local employment {(direct and in cur supply chain),
local procurement and community engagement
programmes. We also play a critical role in reducing
congestion on the roads, improving air guality 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 economy and spent £2.44n 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 £2.8bn
for the year.

Looking ahead

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

for FY 2024. Positive free cash generation after
invastment of ¢.£130m principally in the electrification
of the First Bus fleet and infrastructure, as well as
capitat refurns to shareholders, is expected to resultin
an adjusted net cash pasiticn in the range of £10-20m
at the end of FY 2024, assuming the completion of
the returns to 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 in First Bus in FY 2024 as we continue to
benefit from the actions we have taken to transform
the business as well as the first full year contribution of
both Airperter and Ensignbus.

In First Rail, financial performance is expected to be
in Iine with our expectations despite the TPE contract
not being extended by the DfT. We expect profit from
our open access operations to be at ieast 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 to deliver aggregate financial performance
broadly in line with management expectations.

Locking 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 deployment of growth
capital in both commercial and adjacent services
opportunities, including aver time, additional revanue
streams resulting from the electrification of our fleet
and infrastructure.

In First Rall, 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 lock at ways to expand our customer offering,

and our additional services businesses. We aiso
continue to 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 alocation policy, the
Board remains committed 1o its progressive dividend
policy as well as reviewing the potential for further
additional distributions to shareholders over time.

Conclusion

QOur performance in FY 2023 in the face of the ongoing
industry widle 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. It is also festament to the
axpertise, dedication and resilience of ocur employees
at all levels across the Group, and | am extremely proud
and grateful to all of our employees for their hard work in
suppoert of our customers and communities especially
during the cost of iiving crisis

l ook forward to warking 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 cur
business is predicated on running
better quality mileage by using our
enhanced data 1o 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 mediym term.

Janette Bell
Managing Director, First Bus

Adjusted operating margin

6.5%

Py 2022: 5.7%

Revenue

£902.5m

By 2022: £78%,9m

Adiusted
operating profit

£58.4m

FY 2022: £45.2m

Averayge number
of employees

12,800

FY 2022: 13,500
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First Bus reported revenue of £802.5m

| (MY 2022: £/89.9m) principally due to a 16.8%
i ncrease in passenger revenus, mainly reflecting

¢ increased passenger volumes in the second half

of the year. Total passenger revenue increased to
£660.0m (FY 2022: £570.0m), more than offsetting the
£42.8m decrease in government funding. Our acjacent
. services revenue increased tc £175.1m from £120.9m

in the pricr 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 to 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 levals,
- with commercial passenger volumes 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 million
. free bus journeys since its launch in January 2022.
' By stimulating passenger demand these schemes
i have both encouraged a modal shift to bus trave!
. and increased social mebiity. Under tho £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 journeys that would otherwise have cost
more. In Scotland, under the free travel for under-22s
scheme, cperators are reimbursed a proportion of the
cost of a full adult fare.

FirstGroup Annual Report and Accounts 2023

25%

Reveniue per mile
increased by 25%
in FY 2023, to
£5.36 per mile.
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First Bus operated 168 million service miles in FY 2023 We have also continued to successfully develop our

compared with 185 million miles in the equivalent
period in FY 2022 on a like for like basis following the
network changes implemented in FY 2023 tc betier
align services to demand.

Since September 2027, 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 scheme was
extended from April to July 2023 with £80m to
support bus services through operators and lecal
transport authoriies, and £70m to support the £2 fare
cap scheme.

In May 2023, bus operators and lecal authorities
welcomed the DfT’s announcament of a two-year
funding settlement for cperators 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 Novemnber 2024, Currently, just over
three guarters of First Bus commercial revenue is
covered by the £2 fare cap scheme which reimburses
operators using a shadow fare that includes an uplift
in line with CPI. The new funding package will support
passenger volume growth and provide increased
certainty for us, and importantly, an extended period
of clarity for us 1o plan the business around.

Optimising our business and delivering
increased margins

The actions we have taken over the last few vears to
transform our business have resulted in a significant
improverment in revenue and profit margins in the
second half of FY 2023, These included net fare
increases, initiatives to improve driver availability, as
weall as operational improvements, cost efficiencies
and network realignments to better align services

to demand. Revenue per mile increased by 25% in
FY 2023, to £6.36 per mile.
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pricing and yleld management strategy, focused on
the implementation of shorter term products such as
lower entry single and return fares and updated weekly
and monthly discounts. 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 designed to better match our
new ticketing products to evolving travel trands, whilst
at the same time recognising the potential impact of
the cost of living ¢risis on discretionary passenger
journeys by retaining low single fares,

We have a clear focus on delivering data-led, smart
efficiency initiatives across cur operations. We have
delivered annualised cost savings of ¢.£20m since 20192
and we continue 1o identify and progress additional
efficiency initiatives through the further modernisation
of our business processes. In H2 2023 our driver
recruitment, retention and training inftiatives resulted in
an easing of driver resource pressures and increased
operational efficiencies. Higher than anticipated inflation
impacted a number of our key input costs during the
year, including pay, fuel and utility costs. The vast
mgjority of our local wage agreements (a number of
which are multi-year) were concluded in FY 2023,
broadly in iine with GPI. Our fuel hedge programme
has allowed us to offset higher fuel costs; we currently
have 85% of our FY 2024 exposure hadged at 46p per
litre and FY 2025 is currently 55% hedged at 50p per
litre. We also have an electricity hedge programme in
place, with 68% of our consumption {based on current
consurnption forecasts) hedged for FY 2024 at £172/
MWh and 60% for FY 2025 at £146/MWh.

We have also continued to implement energy
efficiency measures during the year, such as aligning
electricity usage with buiiding occupancy, awareness
campaigns 10 encourage behavioural change and we
are accelerating our investment in the self-generation
of power. This has included the installation of new
energy efficient lighting, bus washes and energy
management systems, and the instailation of solar
panels. To date, we have installed panels at 20 of our
depots generating c.2million kWh of electricity, partially
offsetting energy usage,

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

we closaed our Southampton-based operations. We
have also completed & reorganisation of our regional
management structure in the period to deliver further
operational efficiencies.

We have a clear focus
on delivering data
led, smart efficiency
initiatives across cur
operations.



Digital innovation

First Bus remains at the forefront of the digital
transformation of the bus industry, thanks tc ow
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 decisions
more cfficicntly. We arc now alde to acoualuly
cbserve how passenger dermand patterns are
avolving, which is allowing us to Optimise our
networks, timetables and pricing strategies to align
with passenger needs, improve our overall yield and
attract new custormners.

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

and we recently became the first regional bus cperator
in the UK te install ‘tap antap off' capped payment
technology on its entire fleet. This will allow for
improved customer convenience and distance-based
fares, as well as enhanced data for the business.

We are also successtully using data to increase our
operational performance and efficiencies. in FY 2023
we rofled out the Prospective data-led timetabling
and scheduling platform at a numper of our operating
companies. The software allows us to predict journey
times and plan cur schedules based on granular data.
We have already seen significant improverments in
punctuality and service reliability throughout the day
and more resource 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
revenus 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.

1
bus industry

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

at the EDF Hinkley Pcint C nuclear power station.
SPS employs around 450 staff running a 115 vehicle
operation, delivering shuttle services seven days a
week to and from the Hinkley Point site, with annual
revenues of ¢.£31m.

I he addition of Northern irelanc-based Airporter to our
business in Jctober 2022 has expanded our footprint
in Ireland and increased our dally routes to seven

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

The acquisition of Ensignbus, with two high performing
complementary business segments that include rail
replacement and private hire contract cperations has
also boosted our complementary businesses portfofio.
In addition, the business has a young vehicle fleet

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 emission vehicles.
The wider UK bus industry will also benefit, as the
oldest, most palluting 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, followed by the
emergence of a similar market for the resale of zero
amission vehicles.

During the period we have alse 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 to
participate in the bidding for. franchise operaticns 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 markst, incluging o rocont contraot win for oot
Midlands Alrport.
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First Bus remains at the
forefront of the digital
transformation of the
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Fleet decarbonisation

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
decarbonisation ambitions and commitments,
including zero emission bus fleets. In 2020 we
announced our commitment to cperate a fully zero
emission fleet by 2035.

As an early mover in the sector, and an cperator who
strives to deliver inncvation for customers, we are
leading the industry in trialling 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-operation between operators and
local authorities and funding from both parties,

To date, we have worked with our local authority
and government partners to secure governmenit
co-funding assistance for 552 zero 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 zero emission buses
and infrastructure, reinforcing its commitment

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

In FY 2023 we took dafivery of 83 elsctric busas and
we now have a total of 58 ultra-fast charging sockets
already installed and fully operational. We anticipate
that four of our depots {York, Leicester, Norwich and
Hampshire) will be operating a fully electric fleet by the
and of March 2024,

The electrification of our bus fleet and depots will also
create significant cpportunities 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 Abardeen depot when our buses are
out in service during the day. We plan to replicate this
at other depots in the future.
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In order to support our ambitious decarbonisation
targsts, we are also working to atfract 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
coach engineering academy delivering tailored training
to First Bus apprentice engineering technicians in

the maintenance of next generation, zero emission
fransport 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 to
demand, implement smarter fares and stimulate
passenger demand, and drive efficlencies across our
operations, 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 expect further
seguential 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 flest, continued improvement in driver resources,
as well as the full year contribution of both Airporter
and Ensignbus.

We will continue 1o invest in decarbonisation and to
deploy growth capital, including to create additional
revenue streams from the electrification of our fleets
and depots and to develop our adjacent services
businesses, including participation in franchising
opportunities. First Bus is a more agile business today,
and foliowing its outperformance in the second half

of FY 2023 we remain confident that we will deliver
further revenue growth and continue our 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
sustainatle value for all
of our stakehaolders.



First Ralil

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

a significant role n the industry

as it evolves, and the success of
our open access oparations 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 medium to longer

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

Steve Montgomery
Managing Director, First Rail

Revenus

£3,893.2m

FY 2022: 1£3,801.2m

3.2%

FY 2022: 2.3%

Average number
of employees

17,500

FY 2022: 17,500

profit

£124.8m

FY 2022: £87.8m
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£m £m £m
Twelve months to {31W|7V|7?rch FY 2023 [y 2022 change
Revenue from management fee-based
operations 3,805.6 3,762.2 +43.4
Revenus from open access and additional
services 190.8 119.2 +71.6
Inter-divisional eliminations {103.2) (80.2) 23.0)
Firat Rall reven e 3,893.2 3,801.2 +92.0
Attributable net income from management
fe;efbased operations! ”38.7 45.5 6.8
Giross up for tax, minorities and IFRS 16 54.6 52.0 +2.6
Adjusted operating prefit / {loss) from open
access and additional services {9.7) +41.2
First Rail adjusted operating profit +37.0
Passenger journays [m} - - management
fee-based cperations 261 200 +81
Passenger journeys {m} - open access
operations 2.2 . Og ) +1.3
Passenger journays m) — Total 263 201 +52

1 Hepresents the Group's share of the management fee income available for dividend distribution
from the GWR, SWR, TPL and WCP (ncorporating Avanti) contracts with DfT on a pre-1FFRS 16
basis net of tax and minority 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 Hrst Rail division reported total revenue of
£3,893.2min FY 2023 (FY 2022: £3.801.2m), with
increased passenger velumes offset by lower funding
in the management fee-based cperations. The
division's open access cperaticns contributed £70.8m
in revenue for the period FY 2022: £26.6m). Additional
services inciuding Mistral Data, evo-rail and First
Customer Contact delivered gross revenue of £120.0m
(FY 2022: £92.6m) befora inter-divisional eliminations
in the period and adjusted cperating profit of £11.9m
(FY 2022: £6.9m).

! The management fee-based operations have delivered

overall performance metrics broadly in line with
i 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,

Adjusted operating margin -

nerformance fee metrics have been updated to
place a greater weighting on guantified, rather than

. qualitative measures that don't rely on a subjective

assessment of an operator's performance. The Group

i does not anticipate a material impact on net income as
~aresult of these changes. Rall attributable net income
. from management fee-based operations — being

he Group's share of the managemcnt fco incomo

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

the DfT —was £38.7m (FY 2022: £45.5m). The Group
receives an annual inter-company remittance from the
TOGs reflecting the post-tax net management and
nerformance fees from the prior year. Thase 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

The First Rail
division's adjusted
operating profit
increased to £124.8m
(FY 2022: £87.8m)
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Our two open access operations Luma and Hull
Trains primarily serve leisure passengers, which as a
sagment has seen good demand throughout FY 2023,
As a result of high volumes of passenger bookings
and positive yield management including inflationary
increases in fares, both operations performed ahead
of expectations in FY 2023, delivering an adiusted
operating profit of £18.6m compared to a loss of
CAB.8\min £Y 2022 {which reflected Hull Trains’
recovery frem the pandemic and the start up costs for
Lumo.

To address energy cost inflation, our train operating
companies are members of industry buying groups

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

and thase are expected to increase in FY 2024 before
reducing in line with reductions in energy prices.

The First Rall division’s adjusted operating profit
increased to £124. 8m (FY 2022 £87.8m), which
principally reflects the increase in open access
contribution, the settlement of one-off claims relating
to prior rapaorting periods, as well as higher impact
frormn IFRS 16 following the award of the new GWR
contract in June 2022, which increased adjusted profit
by £8.8min FY 2023, The division reported a statutory
operating profit of £124.8m FY 2022: £81.8m).

Transition to longer-term National Rail
Contracts

Under the NRCs, the DfT retains substantially all
revenue and cost risk {including for fuel, energy and
wage increases). There is a fixed management fee and
the oppertunity to sarn an additional performance fee.
The punctuality and other operational targets reguired
to achieve the maximum level of performance fee
under the contracts are designed 1o incentivise service
delivery for customers.

In June 2022 GWR was awarded an NRG with a core
three-year tarm to 21 June 2025, with an option for
the DfT tc extend it by up to three further years to
June 2028, The NRO aiso includes the oparation of
the Heathrow Express service,

In February we announced that the DIT had exercised
their option to continue the current centractual
arrangements for SWR for the full two year extension
period. The NRC will naw run until 25 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 network.
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In March we agreed an extensgion of the current
contractual arrangements for WCP with the DfT,

to 156 Qctober 2023. The WCP contract comprises
cperation 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 services for our customers, including
further progress cn our £117m train upgrade and
refurbishment prograrmime. Performance at Avanti is
much improved. Since the introduction of the new
timetable in mid-Dacember, the number of services
has increased by more than 40% compared 1o last
summer, with more seats and better frequencies, and
during the mast recent pericd Avanti operated around
8% of scheduled services. Discussions with the DT
regarding a longer-term NRC for WGP continue

In May 2023 the DfT announcad their decision

not to exarcise its option to 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
contrel, mainly the challenging industrial relations
environment including the withdrawal of longstanding
industry-standard overtime arrangements whilst
undertaking unprecedented levels of driver training
due to infrastructure upgradss. The loss of the
contract was a huge disappointment for our tearm who
have warked extrermely hard to improve services, and
to successfully 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,
which had led to a ¢.40% reduction in cancelations in
May 2023,

Innovation and adjacent rail opportunities

During the vear we continued to develop, markst
and deploy our additional rail customer, industry
and technology tools and services. Most of these
were initially developed to strengthen our offering to
passengers on our large passenger rail operations
but are increasingly being marketed 1o third party
cperators,

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

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

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

Lumo and Hull Trains

delivered an adjusted

operating profit of ,
£19.6m compared to

aloss of £(16.6)m in

FY 2022

) Read more about Lumo
on page 16



integration and the sharing of complex data needsd
to operate services. This is enabling our teams to
identify and resolve problems kefore they develop
further, using live data pulled from several systems.
The software also provides real-time information and
messaging 1o our customers via website and mobile
app channels on the formation and facilities available
on cach train, as well as any changes thair train timos
in advance, allowing them to plan their journey with
confidence. Also in FY 2023, a new Mistral safety
application was successfully developed and deployed
on the SWR network, to identify areas of potentially
low rail-wheel adhasion, based on real-time wheel slip
reported data.

Our First Customer Contact passenger service
centre was established in 2019 and built based on
scalability and the state-of-the-art customer service
and data analytics systerns appropriate for servicing
rail customers. tn FY 2023 the centre supported
customers, processing delay repay claims and
passenger assistance bookings, with guick tumaround
times. The shared passenger service centre aperates
at a lower cost than cur previous cutsourcing
arrangements and provides a single service for
customer queries across several First Rall operations.

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

We worked closely with HS2 Ltd, the DfT, Network
Rail, Avanti West Coast, our stakeholders and
customers to drive consistent, high-quality delivery
of the programme and maximise the benefits of the
Government’s very significant HS2 infrastructure
investment. We completed more than 36 project
deliverables on time and within budget, led by our
technical leadership team.,

Customer experience

Qur cperations continue to make use of thelr industry
knowledge and expertise to work collaboratively with
industry partners and stakeholders to enhance our
service offering and ensure that our services arg as
accessible ag possible for all passengers. In FY 2023
we introduced a number of accessibility tools;

these included the taunch 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 intreduced a
low-cost Superfare for flexible travel, with fares fixed
by dastination and starting from £12 for a one-way
ticket between London and Birmingham and GWR
launched a Long Weekender leisure ticket in response
to changing customer habits, offering savings of more
than 60% on a number of routes. Ticket sales for
Avanti's Standard Premium service which celebrated
two years in May 2023, have exceedead expectations,
with our 1.5 million tickets already sold.
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Fleet upgrades

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

60%

New trains have
reduced Hull Trains
fleet’s CO, emissions
by almost 60%.

Avanti 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-only
Voyager trains, leading to a 61% reduction in carbon
emissions as well as providing a guieter and roomier
service, more reliable Wi-Fi, wireless charging and
areal-time customer information system. The first
traing arc axpocied to enter sarvice later in FY 2024,
In FY 2023 Avanti also continued 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 ertered
service in April 2022 and the upgrade programme will
be completed in GY 2024,

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

In 2019 five Hitachi Class 802 Paragon trains were
introduced 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 fleet’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 Tuture of the
planned trials of the technology between West Ealing
and Greenford in London.
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Business review continued

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 bettér serve its communities.
These stations are all due to open in FY 2024. We
have alsc continued to wark te improve our station
faciliies and deliver increased connectivity with other
transport modas in FY 2023. More than 500 additional
bike parking spaces and 30 electric bike spaces
were completed at various SWR stations and in

FY 2024 SWR plan to create a 700 space Cycle 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
Trurc 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 o put the expertise, innovation and
experience of private secter rall operators at the heart
of the new model 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 customers to 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 out a timeline and framewark for
bringing those contracts to markets, including those
currently operated by the public sector.
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The UK's rall sector is embarking on a period of
reform necessary fo modernise industry practices
and secure the long-term future of the industry, after
some 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
fee-based contracts operators bear no revenue risk
and limited cost risk, prolonged industrial action
presents enormous challenges for everyone, and
most impartantly for our passengers who rely on
these services to go about their daily lives. We are
warking clossly with our industry partners to do all that
we can to minimise the effects of disruption for our
passengers.

With approximately a quarter of the UK rail market,
First Rail will play a significant rola in the industry
as it evolves, and the success of our cpen 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

Looking ahead

Financial performance is expected to be in line with
our expectations in FY 2024 despite the TPE contract
not being extended by the DfT. We expect profits from
our open access operations to be at least in line with
FY 2023 despite increased electricity prices and the
reversal of positive effect of one-off settlement claims
in FY 2023. We anticipate a broadly consistent levet
cof financial contribution from First Rail's management
fee-based operations in FY 2024 despite the ongoing
industrial relaticns challenges.

I the medium to longer term, we anticipate further
growth from our open access and rail additional
services, as we look at ways to expand our customer
offering, and from our additicnal rail services
businesses. We also continue to actively review a
broad pipeline of growth opportunities where we can
make use of our extensive experience and expsrtise,
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Financial review
1

Strong growth in First Bus in the second half of
the year and the cutperformance of our open
access ral operations have reslited 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 cutlook and financial policy framewark for the ongeing Group for the financial year ending in March 2024 (FY 2024) and beyond
can be summarised as follows:

FY 2024 outlook = Although the econcmic 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 sequential
prograss in FY 2024 through continued passenger velume recovery and as management actions taken to transform
the business, as well as the full year contribution of bath Airporter and Ensignbus, will deliver further productivity
improvemenis and increased revenues

= First Rail: despite the loss of the TFE contract, we expect profit from cur open access and additional rail services to be
at least in line with FY 2023 despite increased costs and the roversal of the positive effect of one-off setilement claims
in FY 2023, The management fae-hased operations fwhich 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 expected to be in the range of £10m 1o £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
anncunced 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. Fees for the period April 2022 to end
of May 2023 will he paid to FirstGroup through the normal mechanism following completion of the audited accounts
(expected in H2 FY 2024 and H1 FY 2025)

. First Bus: ¢.£130m in net cash capex, principally transition of bus flest to 106% iéro_ -é-r.ﬁ-issions by 2035

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

= Growth: actively reviewing adjacent arganic and inorganic opportunities where this creates value for shareholders and
exceeds the Group's pre-tax WACC e
m | gss than 2.0x Adjusted Net Debt: rail management fee-adjusted EBITDA? target in the medium term

Balance sheet

= Significarit balance sheet strength

Returns for n Dividends: final dividend of 2.9p per share proposed
shareholders

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

‘Adjusted Net Debt/Cash’ excludes ring-fenced cash and IFRS 16 lease liabilities from net debt as shown in the table on page 32,
First Bua and First Rail EBITDA from open access and additional services, plus First Rail attributable net income fram management fee-based operations, minus central
costs (see also page 29).

First Bus and First Rail adjusted operating profit from open access and additional services, plus First Rail attributable net income frem managemant fee-based
aperations, minus central costs, minus cash interest, minus tax (see alse page 29).

R

)
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52 weeks to 25 March 2023

Adjusted

52 weeks to 26 March 2022

Adjusted Adjusted Adjusted

operating operating aperating aperating

Revenue profit! margin’ Revenue profit! margin'

) £m £m7 % - £m o £m ) %

First Bus 9025 58.4 6.5 789.9 452 5.7

First Ralil 3,893.2 124.8 3.2 3,801.2 87.8 2.3
) - {40.7) [22.2) o {2B.3)

o - - - i,z’ EO 161 0 37.7{1 43§9T A 106.7 N 2.3

4.0 n/a 996.9 1201 12.0

4,759.0 3.2 55880 226.8 41

1 Adjusted’ figures throughout this document are before list adjusting and certain other iterns as set out in note 4 to the financial staterments. The statutory operating profit
including discontinued operations for the year was £185.2m {FY 2022: £806.1m) as set out in nate 5,

2 Includes elimination of intra group trading between Bus and Rail divisions  Prior year elimination was immaterial. Central management and other items.

Revenue

Revenue from continuing

operations increased to £4,755.0m

{FY 2022: £4,581.1m), principally reflecting
improving passenger volumes in First
Bus partially offset by lower receipts from
governmernit grant funding and increased
revenue in First Rail.

Adjusted operating performance

Adjusted operating profit from continuing
operations was T161.0m (FY 2022: £108.7m).
First Bus benefited fram the improving
passenger volumes and yields, which were
partly offset by lower grant receipts and the
impact of inflationary cost headwinds. In First
Rail, managsment fee-based operations saw
adjusted operating profits below the pricr
year as a result of lower performance fee
expectations, although these were more than
offset by the outperformance in open access
(Hull Trains and Lumo) as they transitioned
from loss to profit.

Central costs ware 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 the
reported rasult.

The Group’s adjusted attributable profit alternative performance measure is calculated as folliows and more than doubled in the year, mainly

as a result of the strong operational performance across the business:

52 weeksto

52 weeks to

25 March 26 March

2023 2022

3 ) ) ) ) £m o £m

First Bus adjusted operating profit 58.4 45.2
Aftributable net income from First Rail management fee-based operations' — Group's share of the

management fes income available for dividend distribution from GWR, SWR, TPE and WCP contracts 387 455

First Rail adjusted operating profit from open access and additional services 315 8.7

Group central costs (operating profit basis) (22.2) {26.3)

Treasury interest” (14.1) 20.7)

Tax? ) B ) (02 z2

Group adjusted attributable profit 82.1 36.2

1 Areconciliation to the segmental disciosures is set out in note 4.
2 Interest charge excluding notional interest and IFRS 16 lease interest.
3 Pro forma taxation at 19%.
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A recenclliation of the Group’s adjusted attrioutable profit measure to adjusted earnings after tax is shown below:

Movements
FY 2023 Adjusted

Group farst FRail Gross up FY 2023
adjusted  earnings to tax and Actua! Adjusted
attributable IFRS 16 rrinority Interest earnings
profit basis interests and tax after tax
£m em £m £m £m
First Bus adjusted operating profit 58.4 - - - 58.4
Attributable net income from First Rall management fee-based operations' 38.7 39.3 163 93.3
First Rail adjusted operating profit from open access and additional services 31.5 - - - 31.5
Giloup central costs [operating pr@ﬂt_ basis) {22.2) - - - {22.2)
Subtotal 106.4 39.3 16.3 - 161.0
Treasury interest? (14.1) (50.6) - 7.8 {56.8)
Tax? (10.2) - (10.2) - {20.4)
Minority interest - - 5.1) = (5.1}
Total 82.1 {11.3} - 7.9 78.7

1 Areconciliation to the segmental disclosures is set ot in note 4,
2 Pro forma interest charge excluding national interest and IFRS 16 lease interest.
3 Proforma taxation at 19%.

The Group’s EBITDA adjusted for First Rail management fees performance measure also increased materially year-on-year and is calculated

as follows:
52 weeksto 52 weeksto
25 March 28 March
2023 2022
£m £m
First Bus EBITDA! 105.0 87.6
Attributable net incame from First Rail management fee-based operations? — Group’s share of the
management fee income available for dividend distribution from GWR, SWIR, TRPE and WCP contracts 38.7 455
First Rail EBITDA from open access and additional services' 325 9.7)
Group central costs (EBITDA basis?) i (g1._2) {24.8)
Group EBITDA adjusted for First Rall management fees 155.0 g8.6
1 |AS 17 basis.
2 Areconciiation to the segmental disclosures is set out in nate 4.
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Reconciliation to non-GAAP
measures and performance

Note 4 to the financial statements sets out
the reconciliations of operating 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 markets and to
align networks with post-pandemic dernand,
the Group completed the sale of itg First
Scotland East business in September 2022,
realising a loss on disposal of £(3.7)m, and
closed the Southampton depot resulting

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 surplus
vehicle write-downs and other reorganisation
charges in the division.

Strategic items

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

of accruals following the disposal of North
America and the 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 anncuncement on

28 October 2022 of EQT Infrastructure’s
agreement 1o seil First Transit to Transdev
North America, Inc., the Group now
estimates its earnout consideration to

be around $89m (¢.£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
earnout of £106.1m as at 26 March 2022,

Gain on disposal of properties

A gain of £71.4m argse on the completicn
of the sale of the majority of the
remaining Greyhound US properties in
December 2022

In the prior year, the principal adjusting items
in relation 1o 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 properties.

Greyhound Canada closure

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

First Rail termination sums net of
impairment reversal

A £4.0m credit was recognised in the prior
year, representing final adjustments 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

§$232.7m of costs were incurred in the
prior year associated with the disposal of
First Student and First Transit that were
not directly attributable to the sale and
were therefore not included in the gain on
disposal calculation,

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

Az a result of the terms of the disposal of
the Greyhound US business, there was a
gain on dispasal in the prior year of £109.0m
and a credit of £55.4m representing

the partial reversal of the prior years’
impairment charges.
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Other costs associated with the
disposal of Greyhound

There was a charge of £11.1m in the prior
yaar 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
vear 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 prior years' claims, and

for the de-risking of legacy Greyhound
insurance liabilities.

Gain on disposal of properties and
impairment of land and buildings

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 £80.0m in the prior year comprised
a charge of £30.4m for the early repayment
of the $275m US Private Placement (USPP)
and a charge cf £18.6m for the sarly
repayment of the £325m 2022 bend.

Write-off of unamortised bridge, bond
and facility costs

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



Discontinued operations

In % 2023, the Group's residud Greyhound
US activities are disclosed as discontinued
cperations. The Group completed the sale
of First Student and First Transit to EQT
Infrastructure on 21 July 2021, and the

sale of Greyhound Lines Inc. to a whally
owned subsidiary of FlixMobility GmbH on
21 October 2021. Allthree are reparted As
discontinued opérations in the prior year.

Group statutory operating profit
Statutory operating profit from continuing

operations was £153.0m (FY 2022: £122.8m).

Finance costs and

investment income

Net finance costs from continuing operations
warg £56.8m (FY 2022 £140.6m) with the
decrease princlpally due 1o the adjusting
finance costs in the prior year (£58.6m),
lower finance costs on bonds and bank
borrowings following the deleveraging in

Adjusted cash flow
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FY 2022 resuliing from the sale of First
Sludenl and First Travsil in July 2021, and
increased interest income on cash deposits.
IFRS 16 interest costs were £60.6m

(FY 2022; £41.0m) and increased mainly in
Rail due to new leases for the management
fee-based operations.

Profit before tax

Statutory protit belcre tax was £97.1m

(FY 2022 loss before tax of £(17.7)m.
Adjustad profit before tax as set cut innote 4
to the financial statements was £97.9m

(FY 2022: £133.4m) including discontinued
operations. In the prior year there was an
overall credit of £520.7m (including £568.6m
of adjusting items in net finance costs) for
adjustments principally reflecting the profit
on sale of the North American businesses
and partial reversal of impairment charges on
Greyhound, resulted in a total profit before
tax of £654.1m.

Tax

I he tax charge, on adjusted profit before tax
on continuing operations 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
hefore tax in the current year leads o certain
reconciling items having loss of an impact
on the rate. The total tax charge, including
tax on discentinued operations, was £33.4m
{FY 2022: £121m). 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 breadly in line with UK
corparation tax levels being 25% from

1 April 2023.

The Group's adjusted cash flow of £28.0m (FY 2022: £1,008.9m) in the year reflects positive oparational cash flow from the continuing
divisions as well as the disposal proceeds from Greyhound properties and callection of deferred censideration and other receivables,
offset by the repayment of debt and de-risking of certain retained liabilities. Underlying operaticnat 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 performarce
and timing of certain working capital flows. The adjusted cash flow is set out below:

EBITDA

52weeksto 52 weeksto

25 March 26 March

2023 e

£m £m

) 7558 8621

Other non-cash income staterment charges 10.9 3.8
Working capital (101.3) {89.2)
Movement in other provisions {33.0) {27.4)
Increase in financial assets/contingent consideration receivable - (223.1)

Settlement of foreign exchange hedge {1.2)

Pension payments in excess of income statement charge/LGPS refund 13.6 (340.4)
Cash generated by operatiéﬁ';" o o ) 644.8 1858
Capital expenditure and acquisitions (208.5) (262.9)

Proceeds from disposal of property, plant and equipment 147.8 2341
Praceeds from capital grant funding 144.2 778
Net proceeds from disposal of businesses 20 2,320.0
Interest and tax (64.6) (196.6)
Shares nirchased for Employee Benefit Trust {15.9) (23.5}
Share repurchases from buyback programme including costs (Y 2022; tender offer) (31.6) (506.0)
Dividends paid including to non-corntrolling interests (20.8) -
Settlement of foreign exchange hedge (12.5) -
Lease payments now in debt/other (557.5) (608.6)
Adjusted cash flow - h 280  1,0089
Fareign exchange movements (4.0) 3.8

Net {inception)/termination of leases (1,231.8) 1841
L ease payments now in debt 557.5 609.8
Other non-cash movemeants 0.2 207.8
Movement in net debt in the period ) i T (650.1)  2,0068
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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: 60.2p).

Shares in issue

29.5m shares had been repurchased

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

16 December 2022, As at 25 March 2023
there ware 707.8m shares in issus

{FY 2022: 740.7m), excluding treasury shares
and own shares held in trust for employees
of 42.8m (FY 2022: 8,.8m). The weighted
average number of shares in issue for the
purpose of basic EPS calculations (exciuding
treasury shares and own shares held in trust
for employess) in the pericd was 739.5m
(FY 2022: 1,057.5m).

Dividend

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

Net cash/{debt)

Gaovernance report
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Capital expenditure

Non-First Rail cash capital expenditure was
£121.3m (FY 2022: £184.3m), comprising
First Bus £120.3m and Group items

£1.0m FY 2022: £184.3m, comprising

First Bus £61.1m, Group items £1.7m,

First Student £72.6m, First Transit £21.8m
and Greyhound £37.1m). In the year, the
First Bus average fleet age was 9.1 years
{(FY 2022: 10.1 years). First Rail capital
expenditure was £56.6m (FY 2022: £67.3m)
and is typically matched by receipts from the
DfT under current contractual arrangements
or other funding.

During the year asset-backed financial
abilities were enterad into leases in First
Bus of £18.3m (FY 2022: £22.4m comprising
First Bus £11.3m, Group iterms £0.8m, First
Student £8.4m, First Transit £1.7m and
Greyhound £20.2mj)

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

valus of £1,212.0m comprising First Rail
££1,213.8m, First Bus £4.2m and Group items
£1.0m (FY 2022: £116.6m, comprising First
Rall £94.6m, First Bus £11.83m, 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

fFY 2022: £374.8m) and comprised

First Bus £154.3m, First Rall £1,270.5m
and Group items £2.1m (FY 2022 First Bus
£74.5m, First Rall £147.6m, Group iterns
£5.9m, First Student £96.1m, First Transit
£13.5m and Greyhound £37.2my). The
balance between cash capital expenditure
and gross capital investment represents
new leases, creditor movements and the
recognition of additional right of use assets
in the year.

The Group's adjusted net cash as at 25 March 2023, which excludes IFRS 16 lsase liablfities and ring-fenced cash was £109.9m
{FY 2022: adjusted net debt of £(3.9)m). Reparted net debt was £1,269.1m (FY 2022: reported net debt of £619.0m) after IFRS 16 and
including ring-fenced cash of £369.6m (FY 2022: £468.1m), as follows:

Lease liabilitios

Lean notes

Cash

25 March 26 March
2023 2022
Total Group  Total Group
Analysis of net debt/{cash} £m £m
Stering pond 20249 T T T T a2 199.0
Bank loans and overdrafis 82.9 87.5
1,748.6 1,083.2
Asset backed financial liabilities a44.2 35.5
N 0.6 0.6
Gross debt exciadiﬁg accrued interest ] o 2,060.5 1,406.7
(421.8) @198
Hrst Rail ring-fenced cash and deposits (364.2) {(440.4)
Other ring fenced Gash and deposits ) {5.4) 27.7)
Net debt excluéng accrue‘qﬂip'_teré’st o - B i 1,269.1 619.0
IFRS 18 lease liabilities — rail 1,711.2 1.031.2
IFRS 16 lease liabilities — non-rail 37.4 520
IFRS 16 lease liabilities - total o 1,748.6 1,083.2
Net (cash)/debt excluding accrued interest (pre-IFRS 16) B i (479.5) (484.2)
Adjusted net (cash)/debt (pre-IFRS 16 and excluding ring-fenced cash) (109.9) 3.9
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Funding

During the second half of FY 2023, the
Group completed the sale of its Greyhound
property porttolio for net proceeds of £122m.
Following the receipts of these proceeds, the
Group announced a £75m share buyback
programme, and the repurchase of £15.7m of
its 2024 6.875% bonds. At 25 March 2023,
the Group had repurchased £29.5m shares
for an amount of £31.6m (including costs)
under the share buyback prograrmme.

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: £232 1m) of net free cash after
offsetting overdraft positions.

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

be distributed by the TOCs either up to the
lower armount of their retained profits or the
amount astermined by prescribed liguidity
ratics. £48.7m has been paid in dividends
from the TOCs after finalisation of their
statutory accounts to the Group during the
year. The ring-fanced cash represents that
which is not available for distribution or the
amount reguired to satisfy the liquidity ratic
at the balance sheet date.

Foreign exchange
The most significant exchange rates to pounds
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Interest rate risk

We seek to manage cur exposure to floating
interest rates by ensuring that at least

50% (but at no time more than 1009%) of

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

Based on the current adjusted net debt
profile, the variable rate RCF is undrawn with
enly finance lcacos and the 2021 6.8756%
£184.2m fixed rate bond outstanding.

Fuel and electricity price risk

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

As at June 2023, 85% of our ‘at risk’ UK
crude requirerment for FY 2024 (81.4m litres,
which is all in First Bus) was hedged at an
average rate of 46p per litre, and 55% of
our reguirements for the year to the end of
March 2025 at 50p per litre. We also have
an glectricity hedge programme in place,
with 69% of our consumption (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

Foreign currency risk

‘Certain' and ‘highly probable’ foreign
currency transaction exposures including
fue! purchasaes for the UK divisions may be
hedqged 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 doas not hedge the translation of
sarnings into the Group reporting currency
{pounds Sterling) but accepts that reported
Group eamings will fluctuate as exchange
rates against pounds Sterling fluctuate for
the currencies in which the Group does
business, although this exposure is materially
reduced following the sales of the North
American divisions. During the year, the net
cash generated in each currency may be
converted by Group Treasury into pounds
Sterling by way of spot transactions in order
to keep the currency composition of nat debt
broadly constant.

52 weeks to 26 March 2020

US Dollar
Canadian Dollar

_Elosing rate Effectiverate
t.22
1.68

leléssing rate  Effective rate
1.32 1.40
1.73

1.64

1.11
176

Pensions

We have Updated cur pension assumptions
as at 25 March 2023 for the defined benefit
schemes in the UK and Narth 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.

The rmovement is principally due to the
impacts of the high yield environment. Whilst
the significant increase in discount rates was
the rmain contributor to gains from changes
in financial assumptions, the corresponding
reduction in the value of bond and
liability-matching assets, together with a

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

Movemeant Impact
Discount rate B -H 0% Increase surplus by £202m
Inflation +1.0% Decrease surplus by £151m
Life expectancy +1 year Decrease surplus by £52m

Fellowing the exceptional gilt yield
mMovements 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

10 the Bus Pension Scheme to assist with
liguidity 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 the period. The Company has now started
the formal process of removing the fegacy
North American pension obligations from the
balance sheet by giving notice of its intention
to terminate the pension plan in Canada.

During FY 2023, £11.8m of excess funding
was returned to the Group by a Local
Government Pensicn Scherne in Scotland.
This had been made possible by the transfer

FirstGroup Annual Report and Accounts 2023

of assets and lighilities held within the
Strathclyde Pension Fund inte the North East
Scotland Pension Fund and a subsequent
annuity purchase.

On an agresd low-dependency funding
basis, Bus and Group Scheme shortfalls are
in aggregate ¢.£60m lower than at the start
of the year, to ¢.£146m at year-end (with
£117.6m remaining in escrow).
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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.

Balance sheets - Net assets/(liabilities)

As at 25 March 2023  As at 26 March 2022

First Bus
First Rail
Greyhound

Divisional net assets
Group iterns

Net debt

Taxation

Greyhound — Held for sale
Total

£m £m

“s118 " eoB4

1,368.3 5973

21.8) 337

" 1,858.4 12574

162.1 45,8

(1,275.6) (619.0)
5.3

0.6 09

7508 8851

Legacy North American assets and
liabilities on balance sheet

As part of the disposal of First Transit to
EQT, FirstGroup was entitled to an ‘earnout’
consideration of up to $290m (c.£220m),
On 26 October 2022, EQT Infrastructure
announced its agreement to sell First Transit
to Transdev North America, Inc., and as

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

a non-cash, adjusting charge of £332.8m
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 {OfT) confirmed that it would not
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 DfT appointed tts Operator of Last
Resort to take over delivery of passenger
services on the TPE network.

= 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 Mareh 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 tc protect bus services untit 2025,
and £200m funding to extend the £2 fare
cap untll the end of October 2023 and then
at £2.50 until November 2024,

Going concern

The Board carried out a review of the
Group’s financial projections for the 18
manths to 30 Septermber 2024 and having
regard to the risks and uncertainties to
which the Group is exposed, the Directors
have a reasonable expectation that the
Group 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 adapt a going
concern basis of accounting in preparing the
consalidated financial staterments in this full
year report.

Definitions

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

the results 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 ‘(Y 2022") 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
othear businasses for the 52 weeks ended
26 March 2022, Results for the 53 weeks
to 30 March 2024 {'FY 20247 will include
the results and financial position for First
Rail for the year ending 31 March 2024 and
the results and financial position of ali the
cther businesses for the 53 weeks ending
30 March 2024.

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

‘Disc’ or the ‘Discontinued operations’
refer to First Student, First Transit and
Greyhound US.
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References to ‘adjusted aperating 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 amortisation plus depreciation.

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

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

‘Adjusted net debt/(cashy excludes
ring-fenced cash and IFRS 16 |ease 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 KPls to measure
progress and evaluate performance over time. KPls linked to remuneration are marked @

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

Financial KPls

Group revenue {£m)
Continuing operations

£4,755.0m

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

volumes and funding receipts.

Group adj usted operatmg profit” (Emy)

Continuing operatians

£161.0m

Group adjusted operating profit is a
measure of our ability to extract value from

our reyenue and manage costs,

r 2020 | R o
Py 2015 [ I - =+

® TOC MNon-TOC ® Bus

v 2oz | o
o~ 200 I 2
iv zozo [ - -

v z01o I -~

Adjusted eammgs per share” (pence)

Continuing operations

10.6p =)

Adjusted EPS summarises the overall

financial performance of the Group

and profit attributable to sharenholders.

FY 2023 T - -

F¥ 2022 B

Fv 2021 (a4 [

Fv 2020 (a4 [ N

2019 R -

Revenue from continuing
operations increased to
£4,755.0m {FY 2022; £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.

First Bus benefited from
improving passanger volumes
and vields, which were partly
offset by lower grant receipts
and the impact of inflaticnary
cost headwinds. In First Rail,
operating profit for management
fee-based operations was
down primarily due to the
result of lower performance fee
expectations, although these
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 to strong
growth in First Bus and First
Rail open access EBIT as well
as a significant reduction in

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

Businesseys 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 ability to invest and finance

the business.

FY 2023 Woss
Y 2022 .91

Frz0n gereo I
P 2020 1,400 I
P20t arecr I

-1,600 -1,250 -1,000 -750  -500 -250 u] 250

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

the sale of legacy US properties
offset by investrment in First

Bus fleet and infrastructure,
acguisitions and the buyback
programme.

T Alternative Parformance Measure (APM). Raconailiaion of APMs to statutory measure can be found in note 4 on pages 168to 1771
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Key Performance Indicators continued

Non-financial KPIs

Customer performance

First Bus total operated mileage

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

Fv 2023 R -
o v 2022 L -
96.3% :

. . 1 99
This measures bus miles operated as Fy 202 Rl 2
a percentage of timetabled bus miles, Fv 2020 kil 98.4
It is an important indicator of service to

: Fy¥ 2013 . 98.4
customers and contract fulfilment. 218.6m
EO% BO% T0% B80% 0% 0%,
First Rail Public Performance Measure 100

This measures % of passenger trains
punctual at final destination' by financial
pericd and moving annuail average (MAA},
Punctual is defined as arriving at the

final destination within five minutes of the
planned timetable for London and South
East, Regicnal and Scottish operators,

or within ten minutes for long distance
operators. Source; Network Rail

Safety

2021

2019 2020

—  Avarti Wesl Coast —= TransPannine Fxprass
—  Graat Western Rallway — Hull Trains
South Western Raltway — Lumo

2022

""" UK avorage

Our two safsty KPIs measure the success of our Dedicated to Safety value, our duty of care to our customers, and our commitment 1o
providing a safe place to work for our employeas.

Employee Lost Time Injury Rate

8.7

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

Passenger injury rate
per million journeys

4.5

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

FY 2023

| |
&
o

Y 2022

©
tn

Fy 2021

™
u

Fy 2020

"
e
]

Fy 2015

P
N
o

FY 2023

by
tn

FY 2022

4.8

Fy 2021

&
9

FY 2020

n
o

1Y 2019

5.3

i

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
pararmount and we continue to
strive to eliminate all injurias in
the workplace.

Passenger injuries have gong
down by 7%, areduction
mirrored in both the bus and rail
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 Punctual is 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
operators, or within ten minutes for long distance operators. The maving annual average (MAA) reflects tha proportior of trains on time in the past 12 months.
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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 ocur actions

to combat climate change and improve
local air quality by delivering low and zero
emission mobility solutions and infrastructure
for our customers and communities.

v 2071 I
v 2070 N -+
#7010 I >

@& Scope 1 ® Scope 2

Carbon intensity

167
tCO,e/£m

Normalised measure of our Scope 1, 2,
3 (limited) and out-of-scope emissions,
calculated as torines 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 linkad to
the Group's Revolving Credit Facility.

v 202 R o
tv 2022 [ -
Fy 2071 |-

fyzozo [ os
FY 2019{0.0

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

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

The number of zero emission
buses in our fleset continues to
increase in line with our ambition
to achieve a 100% zero emission
bus fleet by 2035,

Community investment & Read more about community involvement on page 53

£617,000

Measures the Group's contribution to

local communities using the London
Benchmarking Group {LGEB} mode! which
tracks direct cash contributions, empioyee
volunteering time, in-kind support, and
leverage inciuding employee, customer
and supplier contributions,

Frzozsflf  ce:

Fv 2ozt [ s

~ 2020 R N, o
~ o1 I N -

® Cash Time @ In-king Leverage

This year we contributed over
£617,000 to the communities
we gerve. Wae transitioned

from a Group charity partner

to divisional charity partners
this year. While this was being
implemented, our programime
of gifting advertising space was
put on pause for several months,
resulting in a temporary drop.

Explanation of changes to KPIs

ROCE has been removed from the KPls. The majority of the capital deployed by the Group is in First Bus, given the very low capital
requirement in First Rail in ling with the terms of the management-fes 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 cast risk, 10 measure the pertormance of OUr business.
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Responsible business

Our ambition is to be the partner of choice for innovative and sustainable
transport, accelerating the transition to a zero carbon world.

We are committed 10 bullding a business for the long
term, and our sustainability agenda goes to the heart
of who we are and what wa do as an organisation. We
have a critical rele in creating a connected, healthy,
zero carbon world, contributing to local prosperity and
growth, reducing congastion on the roads, improving
air quality and helping to reduce carbon emissions.
QOur nawly formed Respansible Business Committee
reports to our Beard and oversees all our responsible
business activities.

Climate leadership

We have recently set a science-based emissions
reduction target aligned with a 1.5°C ambition and
approved by the Science Based Targets initiative
(SBTi). Climate-related KPls are embedded into the
vanable remuneration of our senior leaders to support
achievement 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 pukblish cur third TCFD report this year.

Social value

We create jobs in many UK regions. We are committed
to 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 engagerment

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

We continue to be recognised as a leader by third
party evaluations, ratings, and rankings of corporate
ESG petformance. We have been included in the
Clean200 Report for a fourth consecutive year,
which ranks the world'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.

We were the only UK transport operator included
in the 2022 8&P Sustainabllity Yearbook and our
score improved to B on the CDP glokal disclosure
programme this year. We also ranked third out of
the world's @0 most influential transport companies
in the Werld Benchmarking Alliance’s new

2022 Transport Benchmark, making us the fop
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 gicbal green sconomy

= ranked as the top parforming bus and rail operator
in our sector in the FTSE4AGood Index

» 'L ow Risk’ rating on the Sustainalytics Index and
ranked in the 94th percentile in our sector

= ‘Prime’ status on the 1S3 ESG Index and ranked in
the top decils in our sector

= AA ranking on the MSCI ESG Index for the sixth
year running

Claire Hawkings
Chair, Responsible
Business Committee

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

CLEAM200" FTSE4Good

Ltonden Stock Exchange
Green Econemy Mark
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Mobility Beyond Today

Our strategic framewaork for driving sustainability

Our three priority areas
drive our sustainability ambitions

Ow fTuundalivgis
underpin our framework

Hold the
highest ethical
standards

() Read more on page 56

Foster continuous
improvement in
safety towards our
goal of zero harm

() Read more on pages 51-52

b Copje and

Embed environmental
management to reduce our
impact on the environment

() Read more on page 55

Innovating for
our customers

Our innovative solutions ensure we
deliver the transport of cheice for
our customers, passengers, and

communities

() Read more on pages 40-42

o™

(v

Form genuine, enduring
local relatiop§hips with the
communities we serve

() Read mnre nn pages 53-A4

Being the partner
of choice for low
and zero emission
transport

Our business delivers low
and zer¢ emission transport
soluticns to help combat
climate change and improve
local air guality

) Read more on pages 43-46

Supporting

our people

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

{3} Read more on pages 47-50

Underpinned by our Vision and Values

Committed to
our customers

We provide easy and
convenient mability,
improving quality of life
by connecting people
and communities

Dedicated
to safety

Accountable
for performance

Supportive

of each other

Setting the
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

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 technaclogies and
- @ T ways of working to deliver easy,
=) convenient and sustainable mobility

solutions for our customers.

Using our influence

Collaborating and partnering with
stakeholders to shape the sustainable
communities of the future.

40 FirstGroup Annual Repart and Accounts 2023

i Providing alternative modes of travel

" We play a critical role in reducing congestion on our
roads, improving air quality and helping to lower
carbon emissions, Transport remains the largest
element of the UK's carbon foctprint. Government
statistics also show that bus and coach transport
accounts for only 2.2% and rail just 1.5% of

© greenhouse gas emissions produced within the

. transport sectar, compared with 52% from cars.

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

is also vitally important for social inclusion, acting as

. & leveller for access to education, jobs and health
facilities, reducing congestion and supporting social
mobility and cohesion.

Qur fully electric rail operator Lumo has achieved two
i major milestonas in its first year, having attracted a
million passengers and (alongside other rail operators)
seen rail overtake air travel to become the preferred
maode of transport between Edinburgh and London.
Between April and August 2022, for the first time over
half §7%6) of journeys between Edinburgh and London
were by rail. The sustainable rall operator carried its

- milionth passenger in Novermber 2022 having run
more 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 irto 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
#rreelokExplore to promote this scheme in 2023,

| Simplifying end-to-end journeys and

supporting active travel

To reduce journeys made by private car, we strive 10

i Improve and simplify end-to-end passenger journeys,
and to increase the integration of active travel,
including cycling and walking, into our networks.

| This year, our rail businesses have continued to install

hundreds of secure bike spaces to allow even more
people to choose a sustainable way of getting to and
i from the station. As an example, we opened a new

i cycle hub at Salisbury station with 74 cycle parking
spaces and an e-bike docking station.

Just over a year after
GWR's Dartmoor Line
reapened to regular
passenger trains,
journey numbers on the
line passed 250,000,
exceeding the dermand
levels criginally forecast.

() Read more about Lumo
on page 16

© Estimated using Airbus A320
with seating capacity of
180 people.



Improving accessibility

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

We recognise that access to public transport

services is often fundamental to such customers’
independence. We work with both naticnal and local
disability groups and continug to invest in making our
services more accessible. Wea put in place a number of
technological enhancements to improve accassibility
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 UK rail
industry. Called ‘Travel Cempanion’, the channel
utiises 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 frae app offering video
support at a moment's notice from sighted volunteers
and professionals who lend their eyes 10 solve tasks.

Travellers who are deaf or have hearing loss oftan
struggle to hear station announcemeants and
communicate with staff, which can make it harder

to plan and carry out journeys. Both SWR and TPE
have trialled Artificial Intelligence technology at
various stations this year which fransiates live joumey
information into British Sign Language (BSL). This is
displayed through a figure on digital totem screens,
giving them more confidence on their journays.

Strategic report

Governance report
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Introduction

Combining excellent customer service
with innovatinn

To encourage more people 1o use bus and rail
sarvices, we continue to invest in innovations

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

We have now launched “tap on tap off’ payment
technology and ticketing options on 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 1o 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 governmenit at local, regional and national

level. Qur goals are to advocate for innovation and
investrnant in sustainable mobility, and to make the
case for transport infrastructure decisions that help
reduce congestion, enhance customer experience and
decrease journey times. We achieve this by engaging
with a wide range of stakehclders and policymakers.

With government

At Group level, we have long-established and strong
relationships with government officials and
departments, as well as positive engagement 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 o our businesses.

We engage with policymakers and seek to influence
the development of policy bath directly, and through
the membership of sector frade organisations in

the UK, who in turn engage with government and
regulators to promote a positive policy envirenment
for private sector transport. We welcome the
government’s recent announcernent on the launch
of a Bus Cenire of Excellence in partnership with the
Charterad Institute of Highways and Transportation
(CIHT) to upskil, recruit and retain a new generation of
bus professionals, and we lock forward to engaging
proactively following its launch in the soring,

Our project to deploy
supertast on-board

5G Wi-Fi for SWR
customers betweesn
Basingstoke and
Earlsfield is underway.
Engineers for 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
mainland UK to deploy
the industry-leading
rail-56G technology for
customer use. With over
100 trains already fitted
to accommodate the
solution, the technology
will cover 70km of the
SWR netwaork.
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With local authorities

In First Bus we work closely with our local authority
partners to pursue partnerships which help us deliver
betler services through measures which reduce road
congestion and give pricrity to buses.

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

This commitment t3, and experience of, effective local
and regional partnerships, underpins our approach to
the partnership options set out 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 to successfully secure further
funding with our local authority partners which we
supplemented with cur own investment for further
electric buses in Norwich, Leicester, York, Bramley
(Leeds) and Hoeford (Portsmouthy depets. Read more
on page 43.

We have worked in strong collaboration with a
number of local transport and cormbined authoriiies.
For example, in Leeds with the West Yorkshire
Combined Authority (WYCA) and Leeds City Council
we exceeded our Enhanced Partnarship target to
implement 75% Euro VI vehicles in the authority,
instead reaching 82% Euro VI. Wider cellaboration
with West Yorkshire operators and WYCA has enabled
tap on tap off capping across 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 membaers of,

a number of business advocacy crganisations,
sustainability lobby groups and public transport
campaigns. By working through these alliances, we
amplify our influence on policy.

Our Group Engineering Director continues to chair

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

and our train operating companies chair the Rail
Environment Forum, the Air Quality Working Group
and the Neise Working Group. We are alsc active
mermbers of other industry working groups. Along with
other industry members we have been heavily involved
in development of the Sustainable Rail Blueprint, led
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 Contederation
of Passenger Transport. This year we have worked
together to successfully develop the case to
governimenit for 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 levels.

As comparny policy, we do nat make political
donations. More information on our stakeholder
engagement strategies can be found on pages 78-80.

We're very grateful

for the contribution of
sustainahility 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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~ Tho vital role of public transport In helping to address

the challenges of climate change has never been
clearer. We are commitied to delivering a more

_ sustainable future for the communities we serve.

i We actively manage our greenhouse gas emissions

Being the parther
of choice for low
and zero emission

across our business and are working to eliminate the
carbon emissions associated with our 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 1o limit

* annual average temperature increase o 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 custormers.
We are focused on eliminating

carbon emissions associated with

our operations in line with the latest
climate science and our goal is for our
operations 1o be net zero by 2050.

Our aims

Zero carbon
Eliminating the carbon emissions
assoclated with our operations.

COy @
Air gquality
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.

i pre-industrial levels. Our target is to reduce Scope
I 1 and 2 GHG emissions 63% by FY 2035 from a FY
I 2020 base year. We also commit to reduce absolute

Scope 3 GHG emissions from fusl and energy related

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

i and that 75% of our suppliers by emissions, covering
i purchased goods and services and capital goods,

will have science-based targets by FY 2028. More
informaticn on cur Scope 1, 2 and 3 emissions can be

. found in the table on nags 45,

In FY 2023, we have seen a 8% decrease in our
carbon emissions compared with FY 2022, partly due
ta strike action affecting service levels in First Rail.

We expect service levels to stabilise from FY2024

i onwards, with continued growth driven by modal shift.

" First Bus is at the forefront of the industry in the

operation of low and zerc emission vehicles and in
2020 announced a commitment 1o 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 boost their
existing Zero Emission Bus Regional Area (ZEBRA)
projects in four locations.

This means we are co-funding an additional

378 elactric buses over the next year across our York
and Bramley depots in West Yorkshire, cur Leicester
depot, one of our Norwich depots in Norfolk and the

i 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 all ZEBRA projects that

i First Bus is delivering to £105m, alongside ZEBRA

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

i projects in March 2024, First Bus wil have over 600

| zero-emission buses in its fleet.

| Four of our depots will operates fully electric fleets by

March 2024, with Hampshire, Leicester, York and
Norwich set to becorme the UK's first bus depots
outside of London to reach this milestcne. In Leicester,
First Bus wil invest £6.68m 1o bring this project to
fruition, alongside additional DIT funding of £2.9m
secured in partnership with Leicester City Council. An
additional 86 electric buses will arrive in Leicester by
March 2024,

We also completed the transformation of our
Caledonia depot 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 jeurney to an
entirely zero emission
fleet and a vital step
in decarbonising the
local environment and
improving air quality.

Duncan Cameron,
Managing Director
at First Bus Scotland

2ero emission buses by
end of FY 2024

(& Read more about our
Caledonia depot on
page 15
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Responsible business continued

While our total rail kmn powered by electric traction
have remained the same as last year at 73%, we
expect this to increase as the UK rall network gats
progressively electrified.

To continue to eliminate carbon emissions frorm our
operations it is critical that we continue 1o work with
the UK and devolved governments, the Great British
Railways Transition Team and other key stakeholders
to support further electrification of the UK network.
TPE continued to effectively suppaort the route upgrade
and electrification of the 72-mile York to Manchester
route in support of its decarbonisation roadmap. Work
progressed well in FY 2023 with nearly 20% of the
route expected to be elactrified by the end of 2024
and the significant remodelling 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 to diesel trains. In Avanti, we achieved a
key milestone in our project 1o replace old diesel trains
with new electric and bi-mode trains, by commencing
tasting of two trains on the West Coast Main Line

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

Over the past four years, Hull Trains has replaced four
older diesel traing with five new bi-mode trains on the
route from Hull into London. This has led to a 57%
reduction in Hull Trains’ carbon emissions between FY
2018 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, roling stock and equipment relating to

the development of high-parformance battery
technology designed to support wider introduction of
battery-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
meatrics 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 restrictions on the most polluting
vehicles and prioritise public fransport. An important
aspect 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 bacoms net-zero, we also have
programmes in place to reduce the emissions of air
pollutants from our existing fieet. 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 over 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 105
stations in England and Wales. Our rail businesses
have installed diffusion tubes and other monitering
squipment at various stations to monitor nitrogen
oxide, nitrogen dioxide and particulate matters. We
will Lise this data to inform air quality improvement
plans where necessary, We are part of the industry
idling reduction project which seeks to overcome the
technical and operational barriers to reduce idling and
improve air quality.

In First Bus, 77% of our diesel fleet has now achieved
the equivalent of Furo VI low emission standards this
year. As part of this, we continue to retrofit Exhaust
After-Treatment Systems (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 alsc continue to reduce our air quality
impacts over time.

Climate resilience

To ensure the success of our business for the long
term, we are nat 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 cpportunities, Climate change is
managed and reported as one of our principal risks
and these considerations have boen an integral part of
our risk management framework for many years.

Following a qualitative 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 more details on how we are
assessing and managing these risks.

736/0

rail distance powered by
alectric traction

new bi-mode trains in
Hull Trains replacing
older diesel 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 s partly dug to
strike action significantly impacting First Rall service
levels over the last year, as well as improved emission
factors and progress on bus electrification. We are
continuing to pursue our goal 1o become a net-zero
business by 2050 or sooner.

The primary factors affecting our FY 2023
performance are:

= First Raill have decreased service levels compared 1o
FY 2022 due to strike action

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

Tennes of carbon dioxide equivalent (tCO,&)
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%
6%
of our bus fleet

now made up of
zero emission vehicles

= First Rail driver training and other energy efficiency
initiatives

® [ncreased use of low emission and zero emission
buses

= A reduction in carbon emission factors for electricity
purchased

For a more detalled analysis and an understanding

of aur Group carbon performance please see
FirstGroup's Enviranmental Performance Report 2023.
{at www firstgroupplc.comy

First Bus brought into service 83 zero emission buses
during FY 2023. This has helped to increase our zero
emission vehicles proportion to 6% (3.3% in FY 2022).

[otal by emission sCope 2023 2022 2021 - 2020 2019
Scope 1: Direct emissions from

road and rail vehicle fuel, heating

fuel, flest fuel and lugitive refrigerant

gas emissions 545,054 599,869 534,655 £96,771 802,118
Scope 2: Indirect emissions from the

generation of electricity purchased for

buildings and to power electric road

or rail vehicles (location-based) 204,777 221,420 239,844 - 221,018 217,277
Scope 3: Other indirect emissions

inclusive of business travel, water

use and downstream waste

trealment and disposal 8,784 9,192 10,399 12,220 16,472
Out of Scope: Indirect emissions

from biogenic contant of our liquid

and gas fuels 33,752 30,848 23,818 21,460 8,988
Total All scopes 792,367 861,330 808,617 951,469 1,044,855
% change YOY -8% 1% -16% 9% 7%
% change {2019 baseling) 21% 9% N/A
Adjusted’ Total Al scopes 861,330 002 1,245,614
% ohange YOY - 7% - 13% -1 ,?/,E,L
% change (2019_&3_asel'me) -45% -13% NAA
Per £m revenue (GO, e/2m) 188 236 293

1 Adusted total provides like-for-like comparison of our carbon emissicns by adjusting for major changes in rail (inclusion of Avanti and

SWR). Please see more detall in our methodologies section below.

Energy efficiency initiatives

FirstCroup tracks and monitors energy-saving
initiatives to ensure we continue 1o focus on anArgy
efficiency alongside switching to low and zero carbon
energy choices. The following are examples of
significant, approved initiatives in the short to medium
term which will be driving continuous improverment in
our energy and carbon performance:

= Great Western Rail (GWR) is trialing fast-charging
battery technolagy to help bring regular battery-only
rall services a step closer. The battery is currently
being trialled from West Ealing to Greenford in
north-west London

® The completion of the Caledonia depot with the
introduction of a sigrificant number of electric vehicles
and associated charging infrastructure

= First Bus is investing £2.5m in more than 6,000 solar
parels to help power 20 of its depots

Methodologies and calculations

Qur carbon and energy reporting approach is
prepared in accordance with the following standards
and guidelines:

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

® UK Government 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 ernissions as required for a GH G inventory. This
includes carbon dioxide alongside six other GHGs
calculated in mass of carbon equivalent (COQG).

Our GHG inventory is reported in four categories or
‘'scopes’, listing our direct and indirsct emissions in
accordance with the GHG Protocol:

Scope 1: Direct emissions from road and rail vehicle
fusl, 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 rail vehicles (location-based)

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

Cur reported total carbon figure is inclusive of our
reported ‘Scope 3" and ‘Out of scope’ emissions.

Our gross carbon emissicns are also provided with
an adjusted total to account for the incarporation of
SWHR and Avanti in previous reported years. It applies
the eguivalent emissions of these businesses o prior
reported years to better compare our performance
free from the impacts of major business change. This
is calculated in accordance with Appendix E of the
GHG Pretocol.

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

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

Total energy use {KWh)
Kilowatt-heurs of energy (kWh HHV): Total by

There are limited examples where emission factors
have been developed as ‘baspoks’.

To calculate underlying energy use, liquid and gaseous
fuels have been converted from a volume to kWh
(Gross Calorific 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 detalled understanding of our calculation
methodologies is available within FirstGroup’s
Environmental Performance Report 2023, which can
be found on our website at www. firstgroupplc.com.

Monitoring our underlying energy use ensures we are
focusing on energy efficiency as weall as switching to
low and zero carbon energy choices. The underlying
energy use which affects cur carbon foaotprint has
decreased 16% since last year.

This year the proportion of renewabla energy we used
was 6%, impacted by the relative use of electric versus
diesel vehicles in our fleet. For a more detailed analysis
and understanding of our Group energy performance
plaase sea FirstGroup’s Environmental Performance
Report 2023.

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

energy sourceiiagd renewable content e 2023___ } 2022 2021 2020 20189
Nﬁr}- rener\rfvgp!e sources i 2,934,638,964 3,3f8,894,41 0 3.1 027,579'77.653 3,498,208,894 3,763.697,69?
Renewabls enargy sources o 172,559,038 SOQ,W 15,330 304, /8%5136 627,153,709 80,185,975
Total Al o “3',}07,198,003 3,688,009,740 3,407,280,089 4,126,363,602 3,843,883,667
% change (year-on-year) -16% 8% 1% 7% 8%
% change (2019 baseline) 3 -19% -4% -11% IF) NiA
Per £m revenue (MWh/Sm’)/ 653 ) 803 7@9 1,021 1,080
First Bus

Percentage of low and zero emission passenger

fleet - First Bus 2023 2022 2021 2020

Low emission buses

(defined as diesel or biomethane powered

buses with a 18% or greater carbon saving

from a standard alternative) ) 308% 23.4% 21.6% 20.2%

Zero emission buses

felectric or hydrogen powsred) ~ (-}.0% 3.3% 1.1% 0.3%

Total passenger fleet 4,591 4,974 5189 5.619
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Supporting
our people

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

Our aims

Diversity and inclusion

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

Skills for the future

% Qur paople have the skills, expertise
and knowledge to drive the transition
t0 a sustainable future

Wellbeing

Our culture means that our
employaes are supported towards
good mental and physical wellbeing.
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i Diversity and inclusion

! To better understand and meet the needs of the

diverse customers and communities we serve, we

. are committed to increasing the diversity of our

waorkforce. We continue to recognise that attracting
and retaining people with different backgrounds

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

Governance

In the past vear we have established two separate
bodies 10 help us drive our equality, diversity and
nclusion (ED&I) agenda. Internally we have an ED&
working group where we share learnings across 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 te help us achieve them.

The Responsible Business Committee — a naw
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 sugponting
our people, and in particular our progress towards
rmesting the Group’s goals and objectives with regard
to ED&I.

As an organisation, we want our workforce 1o be
reflactive of the communities we serve. The four
gender commitments we set out in 2017 remain a key
focus, namely to:

u increase the number of fermale applicants for all roles

= encourage maore women to stay and progress their
carears with the company

{ = support and develop more women into higher paying

roles

i m ansure man are aware of the role they play in creating

an inclusive workplace that is welcoming to women

| Our aspiration is to have half of all the roles we
! recruft for, to be filled by women. We also aspire to

be representative of the communities wa serve from
an ethnicity perspective, including within our senior
management populations. We are also reviewing
additional internal targets around specific roles to
help us make positive progress against our raspective

pay gaps.

Transparency In our approach is important to us. We
are already signatories to Change the 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
ethnicity pay gap.

FirstGroup Annual Report and Accounts 2023

Workforce
breakdown

Overall, this year the
proportion of women in
the Group has increased
t0 20.8% (2022:
20.3%). The proportion
of women in senior
management positions
has also increased
since the last report
from 20.5% to 23.5%
and 449% of our Board
members are women.
In terms of ethnicity,
11.1% of our workforce
are trom 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 2022

Ethnicity — FY 2023

8 White 58.8%
Ethnic minarity group 11.3%
& Unknown - 29.9%

Ethnicity - FY 2022

® White _ 556%
__ Ethnic minority group 9.8%
& _Unknawn 34.6%
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We recognise the importance data brings in driving
progress on our ED&I programmes and we are
working hard to encourage our employees to share
their perscnal information with us. First Bus have bean
conducting a census that is enabling them to get a
more accurate view of their workforce. Across the
whole of FirstGroup, we now have over 70% of our
employees who have shared their sthnicity with us,
compared to 519% two years ago. We havs also started
1o ask for more detailed disability information from our
colleagues to batter understand their requirements
and to be able to better accommecdate their needs.

Development programmes

We have launched a Senicr Women's Leadership
programme, which is designed to accelerate the
readiness of women for senior leadership roles
across FirstGroup by building advanced leadership
capabilities and perscnal confidence. Our ‘Step
Up7/'Step Forward' and '‘Reach UpY ‘Reach
Forward' programmes continue to make a significant
cantribution in our drive to promaote better gender
and ethinic minority representation across cur senfor
and middle management populations. Of the current
population that have gone through these programmes,
31.3% have either been promoted or given a
development move,

Claire Weston of GWR a former attendee of Step
Forward said “The Step Forward program has playsd
a really key part in my develocpment. it was a fantastic
opportunity to meet some likemindsed wormen from

all across FirstGroup and made me reflect on how |
could forge the path for myself and shape my career
development. In 2021 | made the move over to GWR
as the Head of Driver Training and in October 2022 |
was promoted into the Head of Drivers position, the
role that | had always aspired to achieve. The Step
Forward program has achieved everything it set out to
and was one of the best courses | have been on. | am
looking forward to the Senior Leadership course to
help me further progress my career.”

Recognition

First Bus won praise from Scottish advocacy
organisation Close the Gap in its latest report into
gender-equality progress in the workplace, highlighting
the actions across recruitment, progressicn and
promaotion for women. They have intrcduced a Gender
Balance Inclusion Network and recently launched

two programmes to support and accelerate their
journey towards gender inciusivity, a reverse mentoring
programme and an Intentional Allyship Programme.
GWR and the corporate functions have achieved

the Bronze standard from Clear Assured, a globally
recognised standard awarded to businesses that have
shown that diversity and inclusion are reflected across
all policies and processes.
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At the 2023 Rail Business Awards, TPE won the
Diversity and Inclusion award after being recognised
for its data-led and evidence-based approach to
diversity and inclusion and for demoenstrating a fult
understanding of the issues. SWR were also highly
commended in this category and recently received
Inclusive Employers Standard silver accreditation,
recognising the progress that has been made since
launching its first inclusion and diversity strategy

in 2021,

Attraction and recruitment

We have been making steady progress on attracting
and hiring more women and empleyees from ethnically
diverse backgrounds into the business. For the roles
advertised over the |ast year, we have again increased
the proportion of applications from women and ethnic
diverse backgrounds and from those hired, 21.6%
were women and 20.6% were from an ethnically
diverse background.,

SWH have introduced 'Have a Go Days’ for women

to experience engineering and driver roles in order to
increase the number of internal applications into these
roles. Those who have participated have subsequently
expressed an interest in applying for roles.

We want to continue to create a diverse pipsline

of future applicants, sc have launched specific
engagement programmes in schools 1o promaote our
job opportunities in areas with high ethnic minority
populations. We are utilising specialist recruitment
portals such as Vercida, who showcase organisations
that are looking to recruit diverse talent and we
continue to update our careers website and social
media charnels to showcase examples of colleagues
from under-represented groups

42%

of employees have
shared their ability status
vs 37.5% in 2022

Disability status
~-FY 2023

@ Not disabled 39.5%

_ Disadled . 2T%

® Unknown 57.8%

Disability status

- FY 2022

# Not disabled 36.6%

~ Disabled 70.9%
_625%
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Our gender breakdown
FY 2023 FY 2022
Twomen " men T total | women ) Mon Total
Number % Number Yo Numt:t_er——_ _I Number %
6,540 208 24,937 792 3477 6288 903 54468 797 54
12 235 39 76.5 51 ' 205 31 79.5
4 444 b 5.6 9 s ara 2 E5.6

1 Excludes 28 colleagues who have not disclosed their gender.
2 Hampton-Alexander definition.

A new mural at Euston station

With the aim of encouraging more wemen to
consider working in rail as a career, a mural that
commemgerates Katie Harrison — one of the UK’s first
fernale train drivers, was unveiled at London Euston
station. The mural was due to be on display until

the end of Avanti West Coast’s driver recruitment
campaign, but due to its success which has seen
record numbers of women applicants it will now
remain permanently in place.

Daisy Hawker Wallace, Head of PR at Avanti said
“With her feisty determination and impish good
humeur, Karen Harrison fought for women's rights
and the rights of other minorities in rail. But she was
no ‘poster girl’ for the raitlway. She was willing to be
a public figure when others were not, believing in the
courage of her convictions.

"At Avanti, we want to embrace equity. Women like
me would not have senior positions in rail, if it were
not for Karen's achievements paving the way, t's
gasy to forget how hard this would have been for a
woman in the 1970s, but the female experience then
was quite different to what it is today.

“By working with Network Rall to ensure

the longavity of this mural, not only are we
commemaorating her legacy, we want to continue to
inspire other women t¢ work in rail.”

Skills for the future

Each of our divisions provides fraining to enable our
employees to deliver great service for our customers,
and invests in the skills we need for the future. The
changing nature of transport and maohility, particularly
new vehicle technologies and energy transition,
requires us to adapt the way we develop, operate and
maintain our services, To deliver that change, we need
a healthy, engaged, agile and diverse workforce with
the skills and expertise for a zero carbon economy,
equipped to innovate and deliver maobility for the future.

QOur apprenticeship programmes are an important way
of growing the engineering and operaticnal skills which
are vital to our business, We are running industry
leading programmes that are fully integrated into the
fabric of our organisation, working in key areas of the
business such as Engineering, Human Resources,
Customer Service and Business Administration.

This year wa have once again increased the number
of apprentices in training across First Bus and First
Rail to a total of more than 850 as at the end of March

2023, with 32.4% of apprentices recruited over the last

v - apprentices across bus
year being female, an increase of 0.9% from last year.

and rail in FY 2023
In First Bus, our partnership with Reaseheath

College, Cheshire entered its second year. There

are 82 apprentices currently learmning at the UK's

first engineering academy for the next generation of

zero emission ceaches and buses, specialising in

mechanical and electrical engineering, coachbuilding

and stores.

Earlier this year GWR received gold accreditation

as part of the Investors in Pecple ‘We invest in
Apprentices’ programme with one of the apprentices
also earning the accolade of Higher Apprentice of the
Year from Exeter College.
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Commitment to the Schools Engagement Strategy
through FY 2024 will continue to promote the rail
sector and apprenticaships to younger people and
also those from under-represented groups.

Shannon Pilkington on her experiences since joining
TPE as apprentice from school: “I'm currently
working as a customer information controiler in the
control team, a role that | have thoroughly enjoyed
so far. A highlight of the apprenticeship scheme is
the opportunity to learn different skills and build my
knowledge to start my career on the railway. There
are many different opportunitiss which | didn’t realise
before starting the apprenticeship and I'm looking
forward to experiencing more of them.”

To attract and retain the skills we need, we offer a
competitive wage reflecting local market demands and
conditions. Avanti, TPE and Tram QOperations Lid. are
accredited Living Wage Employers and pay the Real
Living Wage (RLW) to employees and to third-party
cantractors working directly for the company in
accordance with the Living Wage Foundation rates

of pay. GWR and SWR also pay the RLW to directly
emploved colleagues. Almost 88% of employees in
First Bus, are paid at or over the RBLW,

Wellbeing

The wellbeing of our employees remains a key

pricrity for FirstGroup. Our employees have various
wellbeing resources available to themn through the
Wellbeing Hub, accessed thraugh our intranet. We
have introduced webinars or neurodiversity and stress
awaranass, and marked Strass Awarenass Manth, We
continue to offer training for colleagues who may wish
to take up a future role as a Mental Health First Aider
around the organisation.

GWHh along with the DT, have commissioned the
charity Samaritans to lead a new research study

on mental health and wellbeing support for the

rail industry, in partnership with Mental | lealth

at Work. The study will provide good practice
recommendations for mental health provision, so that
the industry can raise awareness for their staff and
suppert those experiencing mental illness. It will aim
to highlight existing barriers, as well as encourage a
cufture shift to destigmatise conversations around
mental health.

SWR were recognised for bullding a supportive
and inclusive workplace by winning the Wellbeing
in Rall award at the 2023 Rail Business Awards,
The judges praised their ‘very honest' assessment,
which has led to the introduction of a diverse range
of mental and physical health indiatives, These
included the introduction of wellbeing pods which
have helped more than 1,600 colleagues, training
up 140 colleagues as mental health first aiders

and encouraging over 250 colleagues to be more
physically active by participating in the Million Metre
challenge.
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Recognition for our apprentices

Ekaterina Cherkasenko, winner of the Higher
Apprentice of the Year award at Exeter College on
what the benefits of an apprenticeship

“I chose to do an apprenticeship as it's an
opportunity 16 develop myself personally for the
things that | aspire to do as part of my job and
haopefully help to better GWR in the future.

“it's an opportunity to speak to some fike-minded
people at GWR. It's an opportunity to prove so
rmany people wrong and an opportunity o achieve
something for yourself, rather than just as part of
your job.

"“There's a lot of change happening and | want to
be as equipped as | can to help people want to
stay with GWR. Embrace the change and embrace
the opportunity.”

In the wake of the cngoing cost of iiving situation
across the UK, First Bus have launched a
comprehensive wellbeing guide that has been sent
to each colleague within the divisicn helping thern be
more aware of how to support their own welibeing.
They have also been working with an organisation
called Better with Money, offering all First Bus
colleagues the opportunity to attend webinars that
offer financial support.

Employee engagement

All our businesses carry out regular Your Voice surveys
giving employees the opportunity to share their views
on the way they are managed, and how likely they

are o recommend FistGroup as an emplayer, These
surveys are anonymous and managed by an external
specialist company to encourage candid feedback.

Surveys from across owr businesses conducted

in 2023 have shown an improverment both in
response rates in engagement levels. In February,
First Bus conducted their latest survey, this showed
a year-on-year increase of 16% in the response
rate and an 8% increase in engagement. From the
recent surveys conducted in March, within the open
access train operators, Hull Trains and Lumo both
have engagement levels above 80% and within the
corporate functions, engagement was at 30%. The
other Train operating companies, will be conducting
thelr surveys later in the year.




Safety

Dedicated to safety, always front
of mind - safety is our way of life

Our commitment to the safety of ;
our customers, our employees, and
all third parties interacting with cur
businesses remains unwavering and
is articulated though our Dedicated
to Safety value which applies in
everything we do.

8.7

Employee Lost Time Injury Rate
{per 1,000 employees per year)

121

Passenger Injury Rate
{per million miles}
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Every day our trains, buses and trams carry more

than 1.8 million customers and we are responsible for
almost 30,000 employees. By its nature, the transport
industry involves safety risk, and therefore we take
seriously cur duty of care to ensure that our customers
and other stakeholders can use cur services safely
and that our employees have a safe place to work. We
continually strive to seek innovative safety mitigations
to ensure the wellbeing of our people.

| We maintain robust safety management systems

throughout the Group, with a clear focus on ensuring
compliance with legislation, policies, processes, and
procedures.

Alongside this, we continue to invest in sophisticated
technology solutions fo assist our teams in celivering
first class safety, reducing incidents, and monitering
and managing performance. We are proud of the
safety culture we have worked hard over many years
to establish.

Be Safe

Be Safe is our Group-wide appreach to embed safety
as a personal core value for all colleagues through the
positive reinforcement of safe behaviours.

I The principal elements of Be Safe include daily
" conversations (touchpoints) to reinforce good safety

behaviours, as well as reward and recognition for
safe working. Leadership set the tone from the top by

" conducting site safety tours throughout the year and
. Near Miss reporting is actively encouraged at sites to
; share learnings that improve workplace safety.

‘ Safety leadership and governance

Strong leadership from the top is a key feature of cur

 safaty cultura. Our Responsible Business Committee,

involving the GEO, members of the Group Executive
team, together with First Bus and First Rall senicr

" leadership teams, oversee the Group's safety strategy

and the performance, procedures, and practices
across all operating companies.
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First Bus

This year we achieved 1SC 45001 certification across
the division, and we wil be audited every year against
this standard by an independert United Kingdom
Accreditation Service (UKAS) approved body to
ensure we continuously improve our health and safety
management system.

We have been aiigning with the broader ED&J
programme underway in the bus division this year. We
have rewritten our safety policies and procedures 1o
ensure they are simpler and more easily applied by
cur people. We have alsc partnered with an external
provider to translate our documentation intc a variety
of languages to aid understanding and mirror the
diverse nature of our workforce.

We are creating a bespoke gualification for our
managers and supervisors which will be accredited by
the Institute of Occupational Safety and Health (IOSH).
This will be unigue and relevant to the road passenger
transport sector, and we have redesigned course
content to ensure better applicability to road transport
incidents as well as more interactive learning through
bite size content. Our commitment is to support

and equip cur employees to offer a safer and more
comfortiable journey to custemers.

Approximately a quarter of our customer and employee
injuries happen each when they are getting on or off
our buses. Therefore, we strangthened our existing
campaign called ‘Hold, Look, Land’ to encourage safer
behaviours 1o reduce slips, trips and falls, sharing the
message with customers through onboard signage
and our employees by embedding the message
inlocal campaigns and messaging via the winter
guidance documents and employee app.

Bus collisions with low bridges remain a risk and

we continue to use learnings from the study we
commissioned last yaar with the Institute of Transpart
Studies (ITS) at Leeds University. The study highlighted
mental workload as a human factor into why bridge
strikes might occur, and although technology to alert
the driver to low bridge risk using GPS is currently in
piacg, we have an opportunity to look at how we can
reduce the mental workload of a driver so they can
concentrate more on their awareness of road signs
and immediate hazards. We are also exploring route
navigation sysiems 10 achiave this and are running

a trial of such technclogy in Aberdeen to test the
effectiveness of the system and how cur drivers feel
about it.

Driver recruitment nas been a chalienge for the bus
sector over the past year. Our data shows us that
new starter drivers have a higher risk of incidents and
therefore need additional support as we welcome
them inta the organisation. Qur suppaort programme
called Thru-Care continues to support new drivers
through their first year with us. Special rosters to
ensure they are not overwhelmed, phasing their
learnings, and tracking their performance through
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our driving standards database, provides them

with suppart until they gain the relevant experience.
This early period is crucial in shaping their driving
performance standards, and the support we provide
also reduces potential attrition rates.

First Rail

Our approach across each of our rail businesses is
firmiy dependent upon:

a A comprehensive safety management system
focused on risk avoidance that is continually reviewed
and updated in light of new legislation, audits and
recommendztions from accidents and incidents

= A dedication to employee health and safety that is
shared through induction, training, communication,
briefings, line managemenit, peer review and sharing
of best praciice

® An internal openness and accountability in identifying
health and safety issues, which includes partnership
working between employees and trade unions to
ensure a safe workplace. Alongside this, we work
closely with other rail iIndustry partners to ensure we
keep abreast of best practice and lessons learned.

During the year we continued to prioritise reductions in
customer injuries on our trains and stations where we
know slips, trips and falls are the most commaon cause
of injury. Our station staff are focused on identifying and
assisting vulnerable customers where possible. This
applies especially for leisure trips and elderly customers
and those who travel less frequently. Innovative publicity
campaigns were developed that were themed around
known risks such as not using handrails, minding gaps
between trains and platforms and not rushing.

The elimination of Signals Passed at Danger (SPAD)
risk continues to be at the forefront of our safety
activities, with monitoring arrangements rigidly
appled to both supporting performance metrics and
the implementation of safety plans. We have many
ongoing workstreams focused on mitigating SPAD
incidents such as localised risk reduction plans,
driver focused communications, and an engagement
campaign calied ‘Respect the Red’,

Six Golden Rules

We launched our Six Golden Rules awareness
campaign during Rail Safety Week in June 2G22.
The campaign publicised simple safety rules that
could be easily and readily adopted by employees
across all our rail businesses. A new rule was
publicised each month up to December 2022,
with topics ranging from situaticnal awareness to
communication. The campaign was promoted with
videos from leadership teams, animations, posters
and social media activities, and garnered paositive
employse involvement.




Communities

Enduring relationships
with local communities

We are proud to support the
communities in which we operate. We
use our skilis, reach and influence to
make a positive impact and help those
causes that can malke a difference,
both locally and nationally.

£617,000

invested this year in local communities

2,089
young people from Hull have been supported 1o

travel beyond their local area in partnership with the
Hull and East Yorkshire Children's University charity
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. Strong community engagement is at the heart of
“what we do. This yoar we supported hundreds of

community causes and charitable organisations

- through volunteering, corparate denations and gifts
~in kind. These included donating advertising space

and vehicle hires, event sponsorships and providing

. spaces at cur stations,

- Supporting local needs

First Bus launched two Go Greener Funds for local
communities this year. The campaign was aimed

at businesses in York and Bradford, offering ten
businesses in sach city a £2,000 cash injection to help

! them make greener, more sustainable choices and to
~encourage eco-friendly high street spending. Funds

weare awarded to a wide range of businesses including

, fashion retail, food and drink, artisan products,
" community projects and pharmacies.

" Avanti has helped a Gumbrian community restore its

Post Office with a new pop-up counter at Oxenhalme

! station two vears after it was deprived of its only

- service. The local cormmunity now has access to

. putreach Post Office services on set weekdays. Itis

! believed to be the first of its kind on the West Coast

" Main Line and one of anly a few Post Offices operating
. at arailway station in the UK.

i Two of our rail businesses have been providing

discounted rail tickets enabling young people to travel
beyond their local areas. Hull Trains has worked with

i the Hull and Fast Yorkshire Children's University

* gharity for over ten years, In the past year, 2,089

- children and 692 adults have boarded Hull Train

. services to London. This helps them understand the

" waorld that exists outside their community and tc build

their aspirations and confidence.

Financial statements

Community use spaces

SWR expanded its programime of providing
redundant spaces in stations for community use
this year, It has spaces such as old waiting rooms
and ex-retail units available at 14 ditferent stations
along its network and they are being utiised by a
variety of community groups. A redundant room at
Havant station has become the homs of a thriving
new community asset, after SWR agreed to hand the
space over to local Community Interest Company,
Solent Remade. The space is now being used as a
hub for resource repair, reduce or reuse projects,

14

stations with
community use space
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Avanti also launched its Feel Good Field Trips initiative
this year. The campaign is giving schoolchildren the
chance to travel by train to destinations across the
West Coast Main Line for hands-on learning, fun

and culturally diverse days out. Avantl is partnering
with 30 schools to offer up to 5,000 pupils previously
unattainable field trip experiences.

New collaborations

SWR and GWR have both become accredited White
Ribbon UK organisations and unveiled trains with

rew livery, as a way of raising awareness about male
violence against women both in their business and
the wider rail industry. The White Ribbon trains will
travel across the GWR and SWR networks spreading
the message of their commitment to supporting the
education of men and boys to prevent violence against
wormen,

TPE also partnered with the British Transport Police
(BTP) to promate the new Railway Guardian app which
has been developed by BTP and provides information
on what to do if you witness or are a victim of
harassrnent or sexual offences. To support the launch,
TPE issued a series of four videos showing real-life
situations faced by custormers on the network and the
difference rail users can make in keeping people safe
from problematic behaviour.

Lumo launched a new partnership this year with The
People’s Kitchen. The charity provides meals for
vunerable people in Newcastle and Lumo plans to
deliver volunteering days 10 support the efforts of the
kitchen.

First Bus chose Macmillan as its first ever charity
partner through a staff vote and plans to organise a
range of fundraising activities across its depots over
the next three years.

FirstGroup made a corperate donation to the
Turkey-Syria appeal of the Disasters Emergency
Committee and match-funded denations made by our
employess, In total, FirstGroup and our employees
donated £617,000 during FY 2023, as measured

by the London Benchmarking Group model for
community impact. See page 37 for a more detailed
breakdown of our contribution,

For information on how we engage with our
communitios to improve our services and incorporate
their feedback into owur decision-making processes,
see page 79 and our Section 172 statement on

page 81,
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Community Rail

GCommunity Rail Partnerships (CRPs) are
not-for-profit organisations that help to further
connect the railway with the communities they serve.
All over the country, CRPs work with communities to
promaote social inclusion and sustainable travel,
charmpion economic development and bring stations
back to life. These partnerships are attuned to local
needs and their work is varied but driven by
passionate volunteers. Each partnership has a
steering group made up of local stakehaiders, who
agree on an activity plan of work.

Each year, our franchised rail businesses (Avanti,
GWR, SWR, TPE) provide DfT funding to the various
CRPs that exist along their networks and their
community projects. In FY 2023, we supported over
B0 CRPs around the UK and allocated over £1.3min
funding. Our rail businesses are actively involved with
each CRP, working in partnership with them to
deliver outcomes that benefit as many people locally
as possible.

Community rail promotes understanding and
confidence around rail and removes barriers to travel,
and most community rail partnerships have achieved
success in helping to attract passengers. As an
example, The Worcestershire CRP wark alongside
GWR, and local communities to improve stations in
the county and encourage rail use. It has produced
four ‘Line Guides’ that showcase great places to visit
and developed a set of rail trails that Iinks lccal
walking routes with railway stations.

RIDE THE COTSWOLD
& MALVERM LINE
AND DISEOYER GREAT
PLACES T ViSIT

worceserrsnies
Jiaivatn
Brod Paetrarsipr werm om uic

6

Community Rail
Partnerships
supported this year

*RIDE THE WYRE VALLEY -
LINE AND DISCOVER
- GREAT PLAGES T0 VISIT

CANEY » IIKENAY » ANOWNITER +
AEATEMAY » MATIOER S

Commeinay
Fani Cartgran wcrporgub




Environmental
management

Reducing our impact on the
environment

We have a robust framework in place
for environmental management that
supports continuous improvement.

98%

of operations (by revenue) coverad by 15O 14001
Environmenta! Management System

6,000

solar panels being installed by First Bus to help
power 20 of its depots

i FirstGroup is committed to environmental protection
; and compliance, where we strive 1o reduce our
" environmental impact across the business. A robust

- to consider the environmental impact of our services
: at the early stages of planning and monitoring.

" improverment in our approach and operation.

Financial statements
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Across the UK, we

are either certified or
conform with 1ISO 14001
across nearly 100% of
our activities, and are
certified to IS0 50001
in nearly all First Rail
cperating companies.

environmental management system allows FirstGroup

This allows FirstGroup to implerment continuous

We operate in accordanco with BS EM S0 11001
environmental management systems (EMS} across
nearly all of our First Rail and First Bus operations.

- FirstGroup operates a localised approach to

developing and implementing EMS systems. This
allows our businesses divisions to adapt EMS systems

. to their specific needs allowing for a diverse portfolio
i of ransport services.

- An EMS allows the business o assess all
 ervironmental matters associated with a business,

i ranging from biodiversity, energy, carbon, water, waste
i Mmanagement, circular economy, supply chain and

;. community engagement. FirstGroup's environment

policy outlines requirements for the Group and its
divisions to reduce the impact of our operations
and ensure legal compliance with regards to the

' environment. Supporting the environmental policy

. are internal standards for incidents and complaints,

- internal audit, carbon and energy reporting te provide
| more clarity on our governance and assurance of

i environmental management.

: The implementation of an EMS has led to several
improvements during FY 2023, such as:

n Zero environmental penalties issued 1o FirstGroup.

i m First Bus investing £2.5m in more than 6,000 solar

panels to help power 20 of its depots.

i m SWR teaming up with the Royal Society for the

Protection of Birds to create biodiversity gardens at
five of its stations.

Ploase see our 2023 Environmental Performance

i Report on our website, which expands upon

. the information provided in here. It provides key

| metrics that track our material issues in relation to
i carbon, energy and our environmental impacts,

: glongside comprenensive information on our

- calculation approach.
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Ethics

Hold the highest
ethical standards

In line with our Values and the
expectations of our customers

and partners, we are committed to
conducting our business in an open
and ethical manner, including in all of
our interactions with our customers,
employees and other stakeholders.

Our Values and ethical commitrment shape not

only what we do, but also how we do it. We invest
time and effort to put in place the right processes,
policies, governance structures and Board oversight
{0 ensure we meet these high standards of integrity
and professionalism.

Our policy framework

Adhering o an ethical framework is a vital part of our
commitment to our customers and stakeholders and
helps to ensure that our Vision and Values are at the
heart of everything we do at FirstGroup. Our Code

of Ethics, which is available at www firstgroupplc.com/
responsibility, makes sure that all of our businesses
are performing 10 the highest ethical standards and
are accountable for their performance. The Gode

of Ethics is supported by detailed policies and
procedures which apply across the Group and, along
with the Code of Tthics itself, are implemented and
managed by the senior management team in each

of our divisions, including anti-slavery, anti-fraud

and anti-bribery policies, as well ag policies on data
privacy, competition laws and other areas of legal and
ethical compliance.

Human rights

We are committed to recognising human rights

on a global basis and recognise that we have a
responsibility to ensure that FirstGroup operates

in a way that respects, protects and champions
the human rights <f all thase who come into
contact with our operations. This includes a
commitment to the prevention of modern slavery
and human trafficking in alt its forms both within
our own businessas and in cur supply chains. This
cormmitment extends to all business dealings and
transactions in which we are involved, regardiess of
location or seclor. We have a zero-tolerance approach

56 FirstGroup Annual Report and Accounts 2023

Governance report

Financial statements

to any violations within our company or by business
partners. Our Modern Slavery and Hurman Trafficking
Statement, which is upgated annually, sets out our
policies and the steps we take to address risks in our
business and our supply chains and can be found at
wwwfirstgroupplc.com. In line with our commitment
to improving our performance by sharing best practice
across the Group, our statement applies to all of our
businesses, including those which are not legally
required to make a statement under the Modern
Slavery Act or equivalent legislation, regardless of their
location, size or turnover.

We have a zero-tolerance approach to fraud in any
form, including the facititation of tax evasion and
bribery. We never offer or accept any form of payment
or incentive intended 1o improperly influence a
business decision, Equally, we support free and open
competition, gaining our competitive advantage by
providing the highest level of service, not through
unethical or ilegal business practices. Similarly, we
respect and protect the privacy of our customers,
employeas and stakeholders, and are committed

to conducting our business in accordance with

all applicable data protection legislation, including
the UK's Data Protection Act 2018 and the UK and
EL General Data Protection Regulations. We have
internal control systems and procedures in place to
counter bribery and corruption, and to ensure that
we comply with data privacy, competition and trade
laws. These systems and procedures are kept under
regular review, 1o ensure that we continue to adopt
appropriate defences and mitigations to ethical and
legal risks that are faced by our businesses.

We have also mandated centrally a set of minimum
requirements for training, testing and policy attastation
across a range of ethical and compliance topics,
including those referred to above, All non-frontline
staff are required to complete an annual attestation
confirming that they understand and comply with
each of the policies. In addition, senicr managers and
higher risk inclividuals are reguired to complete fraining
and pass tests annually. Compliance with these policy
and training requiremants is monitored regularly by
the senior management team and at Beard level. The
rminimurm regquirements are reviewed and updated as
appropriate to address néw or evolving risks.

Divisional management teams are responsible

for ensuring that these core reguirements are
implemented and adhered to within their respective
husinesses. They are also responsible for assessing
whether stricter or additional requirements are
appropriate to the particular ethical and legal
compliance risks faced by their respective businesses,
and implementing such further measures as are
deemed necessary to mitigate those risks.

We have an externally
managed whistleblowing
service for colleagues
available across

the Group with a
helpline (online and
phone-based) for the
anonymous reporting of
suspected wrongdoing
or dangers at work.

The hotline is actively
communicated to
colleagues via a number
of channels, as well

as being available via
the Code of Ethics and
other policy and training
materials. All reported
issues or concerns to
the hotline are taken
seriously and structures
are in place to process
reports and, where
appropriate, investigate
concerns and implement
necessary mitigating
steps, ensuring

that confidentiality

is respected at all
times. The Board also
receives reports on the
operation of and any
matters reported to this
whistleblowing hotline.
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Climate-related financial disclosures

Our commitments, actions and focus areas

Our ambition is to be the partner of choice for
innovative and sustainahla fransport, Arcelerating

the transition to a zero-carbon world by eliminating
carbon emissions from our operations and supporting
a modal shift to public transpart, while building climate
resilience across our business,

We are working towards scme ambitious goals. First
Bus has a target to operate a zero-emission fleet by
2038. To achisve this, we are focused on replacing
existing diesel buses with electric or hydrogen powered
vehicles. First Railis supporting the UK government's
target to remove all diesel-only trains from service by
2040 and deliver a net-zero railway netwaork by 2050.
Currently, 73% of cur First Rail vehicle kilometres are
powered by electricity and we are working with key
industry partners to drive further electrification and trial
alternative technologies to help achieve zero emission
rail services.

We were the first UK public transport operator to
support the Task force for Clirmate-related Financial
Disclosures {TCFD} and to sign the UN’s Business
Ambition for 1.5°C pledge 1o reach net-zero valug
chain GHG emissions by no later than 2050. As part
cf this, we have developed a near-term science-based
emissians reduction target aligned with 2 1.5°C
ambition and approved by the Science Based Targets
initiative. Our target is to reduce Scope 1 and 2 GHG
emissions by 63% by FY 2035 from a FY 2020 base
year. Wea also commit to reduce absolute Scope 3
GHG emissions from fuel and energy related activities
by 20% by FY 2028, from a F¥ 2020 base year, and
that 75% of our suppliers by emissions, covering
purchased goods and sarvicaés and capital goods, will
have science-based targets by FY 2028.

These goals and activities focus on climate change
mitigation — reducing our carbon footprint and
supperting the UK's transition to net-zero through
modal shift. To ensure the success of our business
for the long term, we are equally focused on climate
change adaptation and resilience — understanding
the physical and transiticn impacts climate change
can have our business over the short, medium and
long term, and taking action 1o mitigate the risks
and captura the opportiinities. Climate change is
managed and reportad as one of our principal risks
and has been an integral part of our risk management
framewark for many years.

Following a qualitative review of climate related risks
and apportunities in FY 2021, and a quantitative
scenario analysis and financial impact assessment in
FY 2022, this year we have worked with key internal
functions to build further understanding of climate risks
and opportunities, how they are being addressed, and
what further actions can be put in place as part of a
broader, Group-wide transition plan. We have alse
completed an extensive assessment of our Scope

3 emissions to improve our understanding of these
emissions and strengthen our Scope 3 data.

This TCFD update therefore provides a summary of
the key, climate-related risks and opportunities already
reporied in cur ARA 2022 (at www firstgroupplc.com,
pages 62-84), and an overview of what we are doing
to continue to reduce our carbon footprint and build
climate resilience. We report against the four pillars

of TCFD — Governance, Strategy, Risk Management,
Metrics & Targets — and the individual reguirements
underneath (see tabla on page 58 for the tocation of
relevant disclosures). In line with the UK Listing Rules,
we confirm that disclosures are consistent with the
TCFD Recommendations. However, we recognise that
climate-related rick assessments are subject to data
availability, trend projections and underlying business
assumptions. It is therefore important to continue to
monitor climate-related risks and how they evolve

over time, and we wili periodically assess the need to
update cur 2022 impact assessment to account for
any significant changes in key parameters.

Finally, we look at our TCFD work not just as a vital
mechanism to build long-term business rasilience,

but also as an important step towards increased
transparency around climate as well as broader
sustainability-related risks and opportunities, in

line with recommendations by the International
Sustainability Standards Board. We will continue to
be open and transparent with our progress on ciimate
change issues and to publicly disclose decision-useful
information. Through this report, we aim 1o keep
stakeholders informed on our progress towards

our net-zero goals, as well as our management of
climate-related risks and opportunities.

Financial statements
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Climate-related financial disclosures continued

TCFD recommendations Subheading

Governance

a) Describe the Board's oversight of climate-related risks and opportunities. Board oversight

b} Describe management’s role in assessing and managing climate-related Management's role
risks and opportunities.

Strategy

a) Describe the climate-related risks and opportunities the organisation has identified Climate-related risks and
over the shaort, medium, and long term. opportunities and scenario analysis

b} Describe the impact of climate-related risks and opportunities on the organisation’s Impact con strategy and
businesses, strategy, and financial planning. financial planning

o) Describe the resilience of the organization's strategy, taking into consideration different Strategy resilience

climate-related scenarios, including a 2°C or lower scenario.

60

61

62

Risk management
a} Describe the organisation’s processes for identifying and assessing climate-related risks Approach to risk management
D} Describe the organisation’s processeas for managing climate-related risks. Risk mitigation actions

G} Describe how processes for identifying, assessing, and managing climate-related risks are  Approach (o risk management
integrated inta the organisation’s cveralt risk management.

Metrics and targets

a)} Disclose the metrics used by the organisation o assess climate-related risks and Metrics and targets
opportunities in line with its strategy and risk managemsnt process.

by Disclose Scope 1, Scope 2, and, if appropriate, Scope 3 greenhouse gas {(GHG) emissions,  Greenhouse gas emissions table
and the related risks.

¢} Describe the targets used by the organization to manage climate-related risks and Metrics and targets
opportunities and performance against targets.

63

63

B3

65

15

65
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Governance

TCFD recommendation:

Disclose the organisation’s governance
around climate-related risks

and opportunities

Managormnont of climate rolatod rigls i alignad with
the robust corporate governance frameworks and
processes in place throughout the Group. The Board,
Executive Cormmittee and cur individual bus and

rail divisions regularly review climate-related risks

in accordance with the Group’s risk management
framework and consider broader sustainability
matters in line with duties included in the Corporate
Governance Code and section 172 {see page 81).

Board oversight

The Board is responsible for promoting the Company’s
long-term sustainable success far the benefit of its
shareholders, This aim extends 10 the setting of our
strategy and approach to climate-related risks and
opporiunities and our net-zero ambitions, which

form a key part of our broader sustainability strategy,
‘Mobility Beyond Today', cutlined on page 39.

Qur Responsible Business Committee of the Board
mests four times a year to review the practices and
performance of FirstGroup, its companies and joint
ventures, with respect to health and safety, our
people and communities, the énvironment and our
transftion to net-zero. The Committee comprises
saveral Board members with specific climate-related
expertise, described in more detal on pages 88-90.
At each meeting, the Committee receives a detailed
performance update from Bus and Rail against
specific commitments and targets, and discusses
strategic priorities going forward. Over the last year,
the Committee reviewed and guided for example
FirstGroup’s plans for further embedding the TCFD
recommendations across the business and our
approach to Scope 3 emissions,

To further support Board level oversight of climate-
related matters, in FY 2023 weran an in-depth
briefing session for the Board covering key risks and
opportunities for the businass, as well as evolving
reporting regquirements such as the recommendations
of the Transition Planning Taskforce (TPT),

In addition, the Audit Committee supports the Board
in the management of risk, including climate-related
risks, and is responsible for reviewing the effectiveness
of risk management and internal control processes.
The Audit Committee reviews climate-related risks as
relevant in relation to going concern, viability statement
and the assessment of impairment, See page 85 for
more information on Board Committees and how
our Board operates, and page 67 for more detail on
how risks are reviewed and considered in strategic
business decisions.

Introduction Strategic report Governance rcport

Climate-related matters are also embedded into
FirstGroup's remuneration approach, with our long-term
incentive plan including specific targets driving the
electrification of our bus fleet and a reduction in our
Scope 1 and 2 carbon emissions {see pages 124-125).
Performance against these targets is reviewed
half-yearly by the Remuneration Committes of

the Board.

Management's role

The Executive Commitiee provides leadership and
direction for the Group on sustainability matters,
including climate change, with material issuas
presented by the Group Corporate Responsibility and
Finance teams for discussion and decision-making as
they arise throughout the vear. Executive responsibility
for sustainability matters is hald by the CEO. Executive
responsibllity for climate-related financial risks and
opportunities is held by the CIO, who represents
these matters at Board level.

At divisional level, First Bus and First Rail have
executive managament individuals responsible

for driving environmental sustainability across

the divisions, leading on the development and
implementation of decarbonisation strategies and risk
mitigation actions. In FY 2023, First Bus appointed a
new Chief Sustainability and Compliance Officer to
oversee this agenda and set up a cross-functional
Decarbonisation Forum that meets monthly to set
policy, drive action and review praogress. Similarly,
First Rall established a new Sustainability Leadership
Group, including senior leaders from Finance,
Operations and Engineering who mest quarterly

to discuss climate-related matters as part of a
broader sustainability strategy for Rail. The Executive
GCommittee receives regular divisional updates from
the MDs of Bus and Rail.

This year, we have worked with our divisions to run a
seties of in-depth TCFD and TPT planning workshops
with key functions, from Commercial to Engineering, to
expand governance around this agenda and facllitate
further integration of climate considerations into
business processes and decision-making.

To strengthen ownership and accountabllity,

climate related KPls are embedded into our variable
remuneration practices. For example, our Long Term
Incentive Plan (LTIP) awards, made to the CEO, CFO
and other senior leaders, include two environmental
measures — one related to the number of zero
emission vehicles in our bus fleet, and one linked to
aroduction in our abselute Scope 1 and 2 emissions
(see pages 124-125 for more details).
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Climate-related financial disclosures continued

Strategy

TCFD recommendation:
Disclose the actual and potential impacts of

climate-related risks and opportunities on
the organisation’s businesses, strategy, and
financial planning where such information
is material

Climate change is managed as one of our principal
risks and is a core consideration in business strateqy
and decision-making. Physical risks include more
intense precipitation and extreme temperatures, while
transition risks include changes in policy, technology,
customer and investor expactations. Alongside
potential risks, we view a shift in customer preferences
towards lower carbon alternatives and strong
gaovernmental and regulatory support for transport
decarbonisation and modal shift as key business,
environmental and social opportunities.

Climate-related risks and opportunities and
scenario analysis

In FY 2022, we worked with a specialist consultancy
to model potential physical and transition risks and
opportunities to our business over the short, medium,
and long term, and 10 astimate cumulative Enterprise
Value at Risk over a five-year period (2022-2027). With
no significant change to key business parameters and
underlying assumptions since our 2022 assessmant,
this TCFD update provides a summary of impact areas
already reported last year, and an overview of what we
are doing to continue to reduce our carbon footprint
and build climate resilience across our opérations.

Using a digital twin of FirstGroup, we modellsd
impacts across five different climate scenarios, from a
world where there is little to no climate policy in place
and global temperaturaes increase by a catastrophic
4°C, to a world where there is rapid transition to a low
carbon economy and global temperature increase is
imited to 1.5°C above pre-industrial levels. See Table 1
and refer to our ARA 2022 (at wwwe.firstgroupplc.com,
pages 61-63) for more detalls on individual scenarios

While in some of our modelling we considered five
individual scenarias, this report focuses on the two
most extreme ones and the ‘Stated Policy” scenario,
to consolidate some of the findings, but still ilustrate
the full range of estimated impacts. Across these
scenarios, we looked at potential transition and
physical impacts 1o our business from 2022 until 2027
{short term), 2036 (medium term) and 2050 (long ternm).

The medium- to long-term scenarios align with First
Bus’s target of a zero emissions flest by 2035 and the
UK’s net-zero goal by 2050.

Transition risks

Qur analysis of transition risks considered pctential
impacts on our business from changes in policy

(such as carban pricing), technology (additional

capital expenditure required to meet more stringent
environmental standards), brand reputation {custormer
expactations and FirstGroup's environmental
credentials and ability to meet carbon reduction goals),
and capital markets (investor expectations and impact
on funding access/costs).

Given our industry, we also expect growing
oppartunities aver the coming yaars to countaract
some of these risks, mainly linked to a more rapid
modal shift supported by customers’ increasing
climate consciousness and more stringent climate
policy and market incentives. We are working with our
Bus and Ralil divisions to understand how the pace at
which we electrify our fleet and progress towards our
net-zerc goals could affect cur ability to capture these
opportunities.

Our modeliing wark identified impacts from policy,
technolagy, investor and customer behaviour as the
most material to our business over the next five years,
as outlined in Table 2. It is important to note that these
potential impacts focus on direct risks to FirstGroup,
recegnising that under the current National Rail
Contracts some of the wider risks and opportunities
for our Rail operations would be shared with or
transferred to third parties.

Physical Risks

When looking at physical risks, we considered the
potential impacts of acute cimate events, such as
more frequent and more severe flocds, storms, rainfall,
heatwaves, and droughts, as well as the impacts of
more chronic and long-term changes such as rising
sea levels and a global increase in temperatures,
Financial impacts from these events range from
operational disruptions and asset damage to heaith
and safety risks, insurance costs and revenue loss.

For example, the increased likelihood and severity of
flooding could lead to an increased risk of connective
infrastructure damage, causing disruption to electricity
supply and digital connectivity. It could lead to an
increase in vehicle accidents and route ¢losures, and
cause health and safety risks to our employess and
passengers.

Table 1: Climate scenarios considered in risk modelling

No Current Stated Paris Paris

Policy Pathway B Ffpjpy B 7?9\176!7 Palicy Agreement Aspiration
Global temperature increase »4°C 3°C 25°C 2°C 1.5°C
0% -50% -75% Net-Zero Net-Zero

Global em\ssiopgredumion target by 2100 by 2100 by 2100 by 2070 by 2050

80 FirstGroup Annual Report and Accounts 2023



Intraduction

Strategic report

Governance report

Financial statements

Table 2: Transition Risks — potential Enterprise Value at Risk, cumulative over five-year period,
assessed against different emissions pathways scenario

Transition

risks/opportunities

Pnlicy

Action by central
government/regulators,
including carbon pricing

Technology
Cost and availability of

new technology to support a
lower-carbon economy

Investors

Financing influenced by
environmental credentials

Customers

Demand driven by sustainability
of products and services, leading
to increased modal shift towards
public transport

* | aw impAact

Expected carbon price of ~£2 per
tonne by 2025 in some regions

Low emission zones leading to some
route constraints

* | ow impact
Potential impairment of
carbon-intensive vehicles

Gngoing investment in zero-emission
flest to meel current commitments

® | ow impact

Low facus frarm investors
on green credentials

® Limited opportunity

Small shift to public transport, due to
Increasing environmental impacts and
customers' climate awareness

No transport policy to encourage
modal shift to public transport

Stated Policy

® Medium impagt
Expected carbon price of ~E30 per
tonne by 2025 acress the UK

Zero emission zones leading 1o further
route canstraints and potential loss of
licence to operate

® Mediumi

Increasing impairment of
carbon-intensive vehicles

mpeact

Some invastment in zero emission flest
ahead of current schedule

Some increase in cost of zera carbon
vehicles and green electricity

& Meadium impact

Moderate focus by investors

More favourable interest rates for green
companies

& Medium opportunity

Increasing shift to public transport
due to customers’ growing climate
CONSCIOUSNESSs

Some transport policy to encourage
rodal shift to public transport

Paris Aspiration

® Medium impact

Expected carbon price of ~£65 per
tonne by 2025 across the UK

Zero emission zenes leading to
significant route constraints and
potential loss of licence to operate

@ High impact

Significant investment in zero-amission
fleet ahead of schedule

Substantial increase in cost of

zero carbon vehicles and green
electricity, due to demand outstripping
supply

@ High impact
Significant focus by investors
Expected green covenants in financing

@ High opportunity
Substantial shift to public transpaort

due to customers' high chmate
consciousness

Substantial transpert policy
to encourage modal shift

* Low impact = <£20m
* Medium impact = £20m — £50m
® High impact = >£50m

It could also damage our depots and vehicles, leading
1o depreciation and stranded assets, as well as
impacting insurance costs and insurability of assets.
Similarly, heatwaves could Impact on passengers,
employees and driver wellbeing and create an
increased need for cocling. Cther potential impacts
include vehicle overheating, service disruption or
increased vehicle damage from heat damaged roads
and railway networks. These events would not only
lead to higher building repair and maintenance costs
but could also potentially challenge the implementation
of new technologies and negatively affect revenues,
due to a disruption in service and a temporary
tlacrease in demand for public transport due to
extremne weather conditions.

Our analysis identified flooding as one of our most
immediate, material risks and we therefore carried
out a separate, in-depth flood modelling exercise
covering riverine, surface water and coastal flooding.
The model considerad the top 240 most critical assets
owned, leased or managed by FirstGroup ar our
subsidiary companies and assessed the maximum
metres of flooding expected at these locations over
different timeframies. The purpose of this exercise
was to identify assets at high risk of flooding, assess
potential financial impact and strengthen mitigation
measures going forward, The modsal showed that the
maijority of FirstGroup owned assets have limited/low

« Limited opportunity — <€20m
& Medium opgortunity — £20m - £560m
@® High opportunity = >£50m

exposure to flood risks in the short term and estimated
potential financial impacts, cumutative over the next
five years, 1o range from £20m in a 4°C world to £4m
ina 1.5°C world.

Our assessment focused on potential Impacts

to assets that we own, lease or manage, but our
exposure to climate risks critically alsc depends on
assets that are owned and managed by third parties,
such as rail tracks cwned and managed by Network
Rail. in FY 2023, we have therefore connected on
this agenda with key stakeholders across the rail
industry, as part of a TCFD working group convened
by Network Rall, to start sharing our approach to
climate risks and facilitate closer collaboration on risk
mitigation and climate adaptation.

Impact on strategy and financial planning

As aleading private sector provider of public transport,
we create value for a range cf stakeholders from our
peopie, customers and communities to government
and investors (see pages 12-13 for more details).

First Bus's business strategy focuses on driving
year-on-year growth in passenger volume and yield,
achieving a 10% margin target for investors and
transitioning to a zera-emission bus fieet by 2035,
while continuing to actively develop its pipeline of
adjacent opportunities and implementing renewable
energy soluticns acrass its operations.
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Climate-related financial disclosures continued

Given the nature of our business, climate-related

risks and opportunities affect all areas of our First
Bus strategy, including vehicle and infrastructure
investment, operations and service delivery, business
development and growth. Transiticning to a 100%
zero emission bus fleet involves significant capital
expenditure and potential impairment costs, which
are both factored intc long term business strategy and
financial planning cycles of the Group. In addition, cur
TCFD work highlighted a potential increase in future
costs from, for example, new environmental regulatory
requirements (such as carbon pricing) or technology
and supply chain challenges ($uch as an incréase

in the cost of zero emission vehicles and green
electricity if demand outstrips supply). These factors
are considered in our going concem and viability
statemenrt {see pages 76-77).

Further impacts on our financial planning includs our
sustainability-linked £300m Revolving Credit Facility
(RFG), signed in FY 2022, which includes targets
around the % of zero emission buses in our flest and
carbon efficiency across both bus and rall aperations.
We alsc evaluate climate-related risks associated with
potential mergers and acquisitions and the impacts of
such activities on our progress towards net-zero.

First Rall's business strategy focuses on delivering
sorvices as outlined in National Rait Contracts (NRCs)
with local authorities and funded by the Department
for Transport (DfT), as well as working with key industry
partners to minimise service disruptions and improve
passenger journeys. Business growth is expected from
open access and additional rail services, while helping
to achieve the UK Government’s target to remove all
diesel-only trains from service by 2040 and deliver a
net-zera railway network by 2050.

With most rail service elements and investments
mandated as part of our management fee-based
contracts with DfT, and rail tracks and infrastructure
owned and managed by Network Rall, any exposure o
climate-related risks is shared with these third parties.
Any approach to mitigation actions therefore requires
close industry collabaration as well as funding approval
in annual business planning processes with DT,

Strategy resilience

Our business strategy includes clear decarbonisation
goals, from running a 100% zere emission bus fieet by
2035 to reducing our overall Scope 1 and 2 emissions
from bus and rail by 63% by the same year (from a
2020 base year and in kine with a 1.5°C science-based
carbon reduction pathway).
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Our year-on-year progress and our roadmaps for
achieving these targets, coupled with third party
recognition of our decarizonisation efforts (see

pags 38), all help to build strategy resilience against
potential transition risks from for example carbon taxes
and sustainability driven customers and investors. In
terms of physical risks, these are addressed within our
asset management strategy and business continuity
plans, with winter and surmmer preparediness plans in
place across the Group and setting out actions and
procedures in the case of severe weather events,

To continue building understanding of these risks

and strategy resilience across our operations, during
Y 2023 we have worked with our divisions to run a
series of in-depth TCFD and TPT planning workshops
with key functions including Finance, Commercial,
Operations, Engineering, Property and Procurement,
o faciitate further integration of climate considerations
into strategy development, decision-making and
financial planning. This forms part of a broader
programme of work to pull together divisional
decarbonisation strategies and risk mitigation actions
into a Group-wide transition plan to net-zero.

Furthermore, considering our business model and
some of the critical interdependencies between us
as a public transpert provider and local authorities,
DfT, Network Rail and cur supply chain partners, a
strong approach to decarbonisation, partnership and
advocacy is key in building strategy resilience and
future-proofing our business. It enables us to inform
policy developments, accelerate decarbonisation
efforts, mitigate our exposure to climate-related risks
and capture business opportunities as they arise.
For example, see page 43 for details on funding
secured over the last year by First Bus to accelerate its
transitions to a zero carbon fleet.

Our strong approach to partnership alse facilitates
collaboration across our industry for a more systemnic
and effective approach to climate change mitigation
and adaptation. We work with national, devalved,

and local governments, industry bodies, supply chain
partners and other key stakeholders to enable the right
conditions to drive the net-zero transition. We actively
engage with DfT on its Transport Decarbonisation
Plan, advocating for more measures to facilitate modal
shift to public transport, while highlighting any financial
and policy constraints to a rapid decarbonisation

of our fleets and infrastructure. We are members of
the rail industry Climate Change Adaptation Waorking
Group, seeking to work with industry partners to
make the rall network more resilient to climate change.
During FY 2023, we also came together with Network
Rail and other train cperating companies to form a
TCFD working group to help align the rall industry's
appreach to this agenda. See page 41-42 for more
informaticn on our partnerships.
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Risk management

TCFD recommendation:

Disclose how the organisation
identifies, assesses and manages
climate-related risks.

Approach to risk management

Ws take a holistic approach to risk management, first
building a picture of the principal risks at divisional
level, then consolidating these alongside Group-level
risks into a Group-wide view {see page 67). The

Board assesses the effectiveness of the Group's risk
management system and recsives reports on principal
risks, including climate change. It also reviews the
external risk environment, scrutinises assessment of
key risks and determines strategic action points.

The Group's sustainability and public affairs teams
provide regular ESG updates and insights on market
developments to relevant stakeholders and functions
across the Group. Climate change is managed as

a principal risk, with the aspects below identified as
most material. Further mitigation actions and timelines
are being defined as we develop our Group-wide
transition plan,

Policy risks

Risk mitigation actions

More stringent climate pelicy could result in increased carbon taxes,
road pricing in low-emissicn zones, policy-driven compliance costs
and enhanced emissions reporting reguirements. An increase in
carbon pricing Is expected to drive Increases in energy, facility, and
material costs. This would be exacerbated by increasing mandates
on the carbon intensity of our fleet and a diminishing secondary
market for legacy diesel vehicles, At the same time, transpert policies
such as road pricing could support an accelerated modal shift from
private cars to public transport and create key opportunities for our
business.

We have set ambitious decarbonisation goals, including achieving a
zera-emission bus fleet and a 1.5°C aligned science-based carbon
reduction target for FirstGroup as a whole, with clear progress
reported year-on-year. See page 85 for more details.

We continue to work closely with governments, industry bodies and
other stakeholder groups to monitor regulatory developments, affect
and foresee paolicy changes, and pro-actively respond to evolving
conditions. First Bus regularly haises with local authotity partners to
drive increased modal shift towards public transport.

First Rail are strongly represented on the Sustainable Rail Executive,
convened by RSSB and including DfT, and also chair RSSB’s
Sustainable Rall Leadership Group. As part of this engagement,
during FY 2023 First Rail has supported the development of the first
industry-wide Rail Sustainability Blueprint to provide guidance and
drive alignment across the industry.

Technology risks

As we move towards a ‘Paris Aspiration’ scenario (in which pclicies
are put in place to limit global temperature increase to 1.5°C above
pre-industrial lgvels), the transformation to net-zero operations
would have to be significantly accelerated, leading to potential
write-offs, asset impairments and/or earty retirement of existing
fossil fuel-related infrastructure and vehicle assets. There could also
be additional supply chain challenges and costs if the transport
sector starts competing for the same technology and specialist
resources and demand outstrips supply. On the other hand, prices
of green hydrogen and battery packs are expected to fall thanks

o continuous inncvation and increasing economias of scale. In
addition, with an increasing number of businesses looking to
decarbonise their operations, our investments in EV and charging
infrastructure create significant B2B opportunities.

Risk mitigation actions

Careful planning is taking place to ensure an efficient and sffective
conversion of our existing infrastructure to one powered by electricity
and hydrogen, While there Is competition for government funding
and emerging influence from disruptors in the sector, our experience
as a transport operator is unparalleled in the UK, across both bus
and ralt services, and we have already started a cost competitive
transition to net zero. See pages 21-22 for examples of technology
innovation in bus and page 25 for rail.

Qur property plans, infrastructure investments and increased access
to energy supplies for EVs are all key to our fieet decarbonisation
strateqgy. As part of this, during FY 2023 we have installed solar
pansls at 20 bus gepots. We are also focused on capturing new
opportunities from the net-zero transition, establishing partnerships
to leverage our EV charging infrastructure to support wider
community electrification needs.

We are supporting knowledge and skills development for our people
to drive this transition, and are working with vehicle manufacturers,
energy partners, professional associations and others to create low
and zero emission mobility sclutions. Sea page 49 for more detalls.
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Customer and investor risks

Risk mitigation actions

Growing awareness of ciimate change amongst the publicis
expected 1o drive demand for more sustainable travel options,

while climate-related risks and opportunities may increasingly affect
investors' pricrities and access te capital funds. For our industry, this
creates key opportunities to grow our customer base as well as the
volume of transport services delivered to our existing customers,
subject to the pace of our fleet electrification and the perception

of the sustainability of our brand and services in relation 1o other
operators and transport alternatives.

Our progress towards our public decarbonisation goals and the
third-party recognitions achieved over the last year {see page 38),
demonstrate our sustainability commitments to customers, investors,
and regulaters. In addition, we are developing a carbon calculator
specific to our rail routes to help passengers understand the carbon
savings rail travel can provide versus ¢ther modes of transport.

The UK government's plan to fully implement a ‘Green Taxonomy’
sends a strong signal that capital could become cheaper for
companies abie to demonstrate clear pathways to net-zero. We
anticipate that with the continuing decarbonisation of our bus and rail
operations and the critical role we play in helping to reducs carbon
emissions through modal shift to public transport, cur business will
be considered increasingly ‘green’ under any future taxonomy. We
started embedding this intc our financing strategy with the signing of
a sustainability-inked £300m revolving credit facility in Y 2022,

Physical risks

Acute and chronic weather events can affect our infrastructure
and operations. More frequent extreme weather events could
increase disruption to our saervices, affecting customer satisfaction
and potentially longer-term customer inclination to use bus or rail
services. Potential costs include loss of revenue, compensation for
disrupted services, increased asset repair and maintenance costs
as well as Insurance costs for infrastructure and vehictes. Severe
weather events could also pose risks 1o the health, safety and
wellbeing of our employees and customers.
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Risk mitigation actions

Robust business continuity plans are in place across the Group to
rmanage the risks from severe weather conditions, including frost
and flooding. In addition to our winter preparedness plans, during
FY 2023 we have developed summer preparedness plans to set out
actions and procedures in the case of heat waves.

In First Bus, while physical risks to assets rmight be limited and
buses can be rerouted 1o avoid road biockages, extreme weather
conditions can significantly increase driver absences due 1o sickness
orinabillity to reach depots. Qur weather preparedness plans
therefore include both operational as well as behavioural guidance to
help employees stay safe and cope with extreme weather events

In First Rail, severe weather events such as storms and heat waves
can impact the tracks and overhead lines and cause significant
service disruption. We work closely with Network Rall, who own and
manage the tracks, to resolve disruptions as sffectively as possible.

We have also started 1o carry out site specific impact assessments
at individual rail stations to better understand the impacts, physical
risks and develop focused mitigation plans.



Metrics and targets

TCFD recommendation:

Disclose the metrics and targets used to
assess and manage relevant climate-related
risks and opportunities where such
information is material.

When looking at the results of our 2022 financial
impact assessment of climate related risks and
opportunities, the key metric used was Enterprise
Value at Risk {EVR), as the measure cf the total
estimated financial impact of a given scenario over
a five-year period, discounted to 2022 values. This,
in turn, was affected by cther metrics such as cur
greenhouse gas emissions, used to assess our
potential exposure to carbon pricing.

We have been measuring arnd repun g our enargy
and carbon performance for many years. Please see
detalls of these metrics on pages 45-486, including:

u our absolute carbon footprint and carbon intensity
(tCO2e per £m revenus)

= our energy consumption and the proportion of
rengwables in our energy mix

= QU progress against our target of operating a
zero-emission bus fleet by 2035

The above KPls give an indication of our exposure
to policy risks such as carbon taxes, as well as
technology risks related to electric vehicles. They
also strengthen our sustainability credentials with
customers and investors, enabling us to capture
opportunities from modal shift and green financing.

To strengthen ownership and accountability,
climate-related KPls are embedded into our variable
remuneration practices. For example, ocur Long Term
Incentive Plan (LTIP) awards, made to the CEO, CFO
and other senior leaders, include targets linked to
the number of zero emission vehicles in cur bus fleset
and the reduction in our absolute Scope 1 and 2
emissions. See more details on pages 124-125.
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During FY 2023, we have developed a near-term
soience-based emissions reduction target aligned with
a 1.5%C ambition and approved by the Science Based
Targets initiative. Our target is to reduce Scope 1 and
2 Gl G emissions by 83% by 'Y 2035 from a FY 2020
hase year. We also commit 1o recduce absolute

Scope 3 GHG emissions from fuel and energy related
activities by 209 by FY 2028, from a FY 2020 base
year, and that 75% of our suppliers by emissions,
covering purchased goods and services and capital
goods, will have science-based targets by FY 2028.

As part of setting our science-based target, we have
worked with a specialist consultancy to complete a
full Scope 3 emissions assessment and identify all
material Scope 3 emissicns. This has been recently
validated by the SBTi and will enhance our Scope 3
disclosures in £Y 2024,

We are modelling 1.5°C trajectories to 2035 o inform
our transition plans and interim targets and over the
last year have formed a Sustainable Procurement
Working Group to develop a more targeted approach
to promoting carbon reductions in our value chain.

Our absolute carbon footprint has reduced by

17% from a FY 2020 base year, and emissions per
£m revenue have reduced by 29% over the same
period. We report our Scope 1, Scope 2 and limited
Scope 3 greenhouse gas emissions in line with the
GHG Protocol methodology {see page 45). Our
Scope 3 emissions currently include rail replacement,
business travel, waste disposal, water supply and
water treatment, but we are preparing to report on all
material Scope 3 categories in FY 2024, in line with our
SBT commitments.

Please see our Environmental Performance Report
2023 (at www firstgroupplc.com) for a more

detailed update on our key environmental metrics,
pearformance trends and progress against targets. As
we continue to further embed the recommendations
of the TCFD and start preparing for disclosures in
line with guidance from the Transition Plan Taskforce
(TPT), this will inform the development of additional
metrics and targets around both climate change
mitigation and aclaptation,
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Non-financial information statement

Introduction

The EU Non-Financial Reperting Directive applies to the Group, and the tables below summarise where further information on each

of the key areas of disclosure required by the Directive can be found.

Further disclosures, including our Group policies and non-financial targets and performance data, can be found on our website,
and in our Environmeantal Performance Report 2023, at www.firstgroupplc.com.

Reporting requirement
1 Descnptlon of our busmess model

2 "The main trends and factors Ilkely to affect the future deve!opment

performance and posmon of the Group 's business

3. Description of the prlncnpal risks and any adverse impacts
of business activity

4. Non-fmanclal key performance :ndlcators

Policies, processes and

Reporting standards which govern

requirement our approach*

5. Environmental = Group-wide strategic framewark
matters for sustainability — page 39

= Environmental Policy
= Environmental management

to 1SQ 140071 standard in much of
our UK business

= Certified 1ISO 50001 systerns

|n  some of our TOGS

Risk management
 Climate-related risk - page 71
® Task Force on Climate-related
Financial Disclosures (TCFD) -
pages 57-65
systems around the Group, certified ® Regulatory compiiance — page 74

Relevant section of this report

= Our markets — pag@% 1O 11
= Business review —pages 19-26

= Prlnc»pal risks and uncerta\nties - pages“ég 75

n Qustome( performar\oe page 36

n Safety — page 36

= Greenhouse gas emissions and Zero emission buses
- page 37

® Comrmunity investment — page 37

Embedding, due diligence,

and outcomes of our approach,

and additional information

= Jur markets — pages 10-11

m Business review — pagos 19-26

= Group-wide strategic frarnework for
sustainability - page 39

= Suppliers — page 80

» Greenhouse gas emissions and enargy
data - pages 45-46

6 Employees

7. Social and
community
matters

é. 7I-Ix—r_na"ni;{t;:-;hts

9. A'nti~corruption
and anti-pribery

L] Hgalth and Safety Policy

L] Human resources risk — page /5

= Safety risk — page 73

» Task Force on Climate-related
Financtal Disclosures (TCFD) —
pages 57-65

" HR F’ohcy framework

n Code of Ethics

= (Sifts and Hespitality Policy

= Whistleblowing Policy and
Procedure

« Health and Safety Policy

= Croup-wide strategic framework
for Susta\nab\hty page 339

L] %afety rigk — page ?3

= Community engagement amd
comrmunity investment framneworks

= Code of Ethics

& Payroll Giving

» Matched Giving Guidelines

= | BG impact measurement

® Health and Safety Policy

= Group-wide strategic framework
for Susta.ndbrllty page 39

= Cods of Ethics

= Supplier Code of Conduct

& Code of Conduct on Anti-Slavery
and Hurnan Trafficking Prevention

a Modern Slavery Statement 2021

= Regulatory Cdmphance page ?4

» Anti-Bribery Policy and
steering committee

= Code of Ethics

nfl\cts of Jnterest Pohoy

4 Some Dollmes processes and standards shown here are not pubhshed extemafly
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= Regu!atory Comphance page 74 L thlcs -~ page ‘36

m Safety — pages 51-52

» Diversity and inclusion — pages 47-49

= Employee engagement and representation
—-page 50

= Board-leve! Empioyee Directors — page 89

n Skills for the future — pages 49-50

= Health and wellbeing — page 50

L] Buswness revwew pages 18-26
= Supporting communities — pages 53-b4
= Safety - pages 51-52

» Accassible journeys — page 41

= Sovernment engagement — pages 41-42
® Working with charities — pages 53-54

® Community Investment — page b4

S
= Cthics — page 56



Risk management
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Managing the risks and opportunities our business
faces is a crucial part of achieving long-term success.,

The Group has set its strategic goals around
sustainable development and shareholder value, A
crucial part to achieving our long-term success is

our ability to manage the risks and opportunities our
husiness faces, Our risk management framework
holistically considers the impacts of both the changing
transport market and our UK-focused operations. We
keep ahead of potential risks by scanning the horizon
for emerging risks, training our people and investing

in awareness campaigns and external advice. Our
principal risks and uncertainties are detailed on pages
6910 75.

Board and Audit Committee

Internal
Audit

Executive

Committee

L oo

=

D

Our risk management approach

We take a holistic approach to risk management,

first building a picture of the principal risks at the
divisional level, then consolidating those principal

risks alongside Group risks intc a Group view. During
the year we introduced regular meetings for the
Executive Committee focused entirely on risk. During
these sessions outputs from the consclidation ot the
principat risks, and from the identification and analysis
of emarging risks are considered and approved before
being presented to the Audit Committee and Board
for review and approval. The objective of this process
is to ensure all key risks to the Group are reviewed
regularly, are actively monitored, and mitigating
controls are put in place to ensure that the risk impact
on the organisation is managed within the risk appetite
and tolerance levels set by the Board.

Responsibility
The Board has overall responsibility for the Group’s
gysterns of infernal contrel and their effectiveness.

The Audit Committee has a specific responsibility to
review and validate the systems of risk management
and internal control.

The Executive Committee acts as Executive Risk
Committee and reviews the Group’s risk managsment
processes. Internal Audit provides assurance on the
key risk mitigating controls and ensures that the audit
plan is appropriately risk-based.

" The diisions EndCohsoratd FURSHons mansget et

teams have responsiiility for the identification,
assessment and management of risks, developing
appropriate mitigating actions and the maintenance of
risk registers.

{3 Read more about our risk
management processes in
the Governance report on
page 102

Process

The Board reviews and
confirms Group and
divisional risks and

the Audit Committee
reviews the Group’s risk
management process.

The Executive
Committee meet
quarterly to review
and challenge Group
and divisional risk
submissions.

Orvisian il ennd Grioup
risk champions
maintain and update
risk registers for their
function or division.
Risks and mitigating
actions are monitored
through normal
business managemeant
processes.
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Risk management continued

Qur risk management
framework and structure

Whilst some risks such as financial resource risk are
managed at a Group level, all our businesses are
responsible for identitying, assessing and managing
the risks they face with appropriate assistance, review
and challenge from the Group functions.

We seek 1o continue to improve the gquality of risk
management information generated by our divisions.
The Group has developed a risk appetite framework
which informs the business about the Board’s appetite
for certain risks and informs the risk assessment.

Our risk management framework 15 shown in the
below diagram. Our current risk management
structure is shown in the opposite table

Financial statements

Emerging risks

Qur risk management aporoach and methadolagy
includes review and identification of risks which
may develop or already exist that may be difficult to
quantify, but may lead to a significant impact onthe
Group. Emerging risks are reported to the Executive
Committes and the Board to consider whether to
establish them as principal risks. To identify and
assess emerging risks we ¢onduct risk workshops,
run deep dive sessions with risk owners, engage
specialists and perform scenario analysis,

Risk management framework

Top down
Strategic risk management

Review external snvironment

Robust assessment of principal
and emerging risks

Set risk appetite and paramsaters
Determine strategic action points

Regular meeting dedicated to risk
management to identify principal
and emerging risks

Direct delivery of strategic actions in line with
risk appetite and tolerance levels

Monitor key risk indicatcrs and provide
direction for risks mitigating activities

Execute strategic acticns

Report on key risk indicators
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Bottom up
Qperational risk management

Assess effectiveness
Board/Audit of risk management system
Committee

Report on principal and
emerging risks and uncertainties

Consider completeness of identified risks
Executive and adeguacy of mitigating actions

Committee Consider aggregation of risk exposure
across the business

Report current and emerging risks

Identify, evaluate and mitigate operational risks .
recorded in risk register



Risks associated with climate change

We continue to disclose our perforimance against
TCFD recommendations, how effectively we are
managing climate-related risks and opportunities
and how this may affect our operations and delivery
of our strategy. We continue to explore the specific
impact our business might face from such risks and
opportunities, and how the business needs to adapt
ty ansire wn hove acdenuate risk mitigating activities.
Through applying our risk managerment frameworlk,
we identify, assess and report climate related risks
and opportunities as part of our principal risks. Key
activities include:

® Empedding climate change within our risk
managemertt framewaork, both at Group level and
within divisional risk registers to ensure that risks are
recorded and reported across the business.

= Driving commitment for managing and monitoring
climate related risks by aligning our responsible
business and sustainability targets with the
recommendations of the TCFD and TPT.

= Challenging our strategy to make sure we mitigate

risks and maximise opportunities from the transition to

a low-carbon economy.

Introduction Strategic report Governance report

Financial statements

Principal risks and uncertainties

We outline cur principal risks below and on the
following pages with an overview of the associated
existing mitigation activities, and corresponding
movement of the risk. The Board defines the risk
appetite for each of these principal risks. The overall
risk appetite for the Group is balanced between risk
averse for safety, security and regulatory compliance
risks to neutral or risk accepting for areas that can
drive future growth for the Group.

{3) Read more about
climate-related risks on
pages 44. 63 and 71

Our risk management methodology continues to am
at identifying the principal and emerging risks that
could:

= adversely impact the safety or security of the Group's
amployees, customers and assets

= have a material impact on the financial or operational
performance of the Group

» impede achisvernant of the Group's strategic
objectives and financial targets

= gdversely impact the Group's reputation ar
stakeholder expectations

Principal risks

The following table providas an overview of our principal risks, their risk direction and severity using individually assessed impact, likelihcod
and velocity scores, Understanding these risk parameters aids effective risk management and delivery of our strategy.

Key

o p FY 2023 sk s stable WFy 2093 rigk ig docraasing

Severity (Irmpact x Likelhood x Veiocity)

A FY 2023 nsk 12 increasing Lorae . o ”H\gh

External risks

Economic conditions

Geopolitical

Climate change

<>

Strategic risks

Contracted business

ap

Growth within the sector

<

QOperational risks

Financial Resources

Safety

a»

Pension schame funding

«p»

Data security and consumer privacy, including cyber-security A

Human resources

4y

How to use this scale:

During execution of the review and placement of the principal risks on the above table, management considered financial impacts to the
divisions and the Group. Specifically, the ‘High' end of the scale represents a combination of a catastrophic financial impact of greater than
£50m and the 'Low’ end considers financial impacts less than £10m.
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Risk management continued

Key A FY 2023 risk s stable

Risk description

External risks

Economic conditions A

The Group’s succeass depends on adapting to
ecconomic fluctuations which may negatively
impact performance through increased cosis,
changing custormer needs, declining passenger
demand, reduced operations due to industrial
actions and/cr reduced oppoertunities for
growth. Globally, the sconomic outlook is

less certain, and the Group specifically has
experienced increased industrial relations
activity, higher fuel costs due to the macro-
economic environment. All these market
changes have the potential to decrease the
Group's financial performance and available
financial rescurces to invest capital in innovative
solutions that drive demand.

Whilst passenger demand in our key markets
has been stable and is caontinuing to iImprove
from the impact of the pandemic, there is no
certainty of passenger volumeas continuing to
recover and the funding regimes that apply
remaln uncertain in the medium term.

W Y 2023 risk is decreasing

A FY 2023risk is increasing

Mitigation

» We work with our key stakeholders, Government
departments and sector bodies to ensure an
acceptable level of passenger services are
delivered whilst at the same time designing and
running our operations based on current demand
leveis.

= We continue o be customear-focused and to
provide innovative transport solutions, by adapting
to market uncertainties and to drive demand.

» Wa continue to utilise our fuel and energy hedging
processes to offset temporary economic impacts
driven by inflation and supply chain challenges.

= In First Bus we have commenced a programime to
install photovoltaic panels to generate slectricity for
partially covering depaot electricity demands.

= We continue 1o focus on developing new
innovative service offerings to our customers to
diversify the business through unstable economic
conditions.

Developments in the
risk profile during the year

Although 1t is not yet clear the
impacts of other macro-economic
factors, the Group has continued

to hedge exposure to foreign
exchange and fuel fluctuations to
minimise material cost impacts and
fare baskets are normally increased
in fine with inflation 1o help offset .
cost pressures. This has ailowed for
a certain lavel of visibility that can be
built into the business forecasting
models.

Geopolitical &

The Group operates in a political landscape that
is constantly changing. This has the potential to
cause instability where the Group's operations
have some reliance on government policy and
funding te support public transport operators.
Significant industry reform and changes in
government transpart policies, an inability to
maintain or participate in bus and rail contracts
and/or participate in public transportation
funding available may result in the reduction or
elimination of bus services and rail contracts.
Further, failure to attract and retain resources
with the knowledge and skills necessary to
maintain/develop government partnerships for
rail operations and local government for bus
contracts, may result in adverse financial impact
for the Group.

Developments in international affairs, such

as international tensions, including the

conflict in Ukraine and changes in regulations
in Europe and UK folliowing Brexit, may
impact the Group’s commitmenits to deliver
decarbonisation capex investments, or impact
the Group's supply chain, resulting in financial
loss and potential reputational damage.

= Whilst the Group collaborates with industry
bodies to help anticipate government policy and/
or funding regime changes in order to adjust
operations, the Group is an apolitical organisation
and does not have the ability to control or
substantially influence government policy,

= The Group has been able to mitigate resourcing
chalienges by partnering with third-party
consultants to help further drive the change
portfolio and ensure the Group has the requisite
skills and capabilities 1o leverage national funding.

= The Group deploys hedging technigues to
counterbalance potential negative impact on
certain costs due to adverse developments in
international affairs.
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Both national and local
governments in the UK continue
to support public transport service
providers. Passenger volumes and
profitability cortinue to recover,
underpinning the investment to
strangthen bus networks for the
longer term.



Key AP FY 2023 risk Is stablo

Risk description

W FY 2023 nsk is decreasing
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A Y 2023 risk is increasing

Mitigation

Climate change 4>

Businesses globally continue to come under
increasing pressure from all stakeholders,
particularly policy makers and investors,

to demonstrate strong progress on their
climate-related commitments and performance.
Inadequate attention o our climate-related

risks and opportunities, as well as emerging
technologies, could negatively impact the
Group's performance, reputation and growth,

The UK government has set a legally binding
target for netzero greenhouse gas emissions
by 2050. All companies that operate in the UK
cr are owned by UK-based companies wil

be substantially impacted by decarbonisation
policies introduced to meet this target.

As a result, the Group is under increased
pressure and scrutiny from both investors and
government bodies to provide evidence of
our strategic plans in place to mitigate climate
change risks.

Climate ¢hange poses both physical and
transition risks to our business, from weather
events impacting cur assets, operations, service
delivery and customer demand, to changes

in palicy, technclogy and market expectations
impacting cur capitat and operaticnal costs,
our reputation, and access to funding. Delays
inimplementing our strategic plans to mitigate
climate-related risks, including transitioning
our fleets to zero emissions, could result in
lost business, reduced revenue, reputational
impacts and reduced opportunities from
madal shift.

Developments in the
risk profile duringjljc ycar

= Climate change has been an integral part of our
risk management framewcrk for many years and,
through our strategic framework for sustainability
‘Mobility Beyond Today', has become an integral
part of busingss strategy.

= Qur ‘Mobility Beyond Today’ framework sets out
the Group's ambition to be the partner of choice
for innovative and sustainable transport.

= FirstGroup was the first bus and rail operator in
the UK to formally commit to setting an ambitious
science-based target aligned with iimiting global
warming to 1.5°C and reaching net-zero emissions
by 2050 or earlier. During FY2023, we completed
our submission of a science-based target and
had our target formally approved by the SBTi. Our
target is to achieve a 83% reduction in our Scope
1 and 2 smissions by FY 2035 froma FY 2020
base year. It alsc includes the following Scope 3
commitments — to reduce emissions from FERA by
20% by FY 2028, frorm a FY 2020 base year, and
that 75% of our suppliers by emissions covering
purchased goods & services and capital goods
will have sclence-based targets by FY 2028.

= Wa are medelling 1.5°C trajectories to 2035 to
inform our transition plans and interim targets, and
are developing a supply ¢hain engagement plan to
prormote carbon reductions in our vatue chain.

= Ag part of our decarbonisation goals, First Bus has
set a target to operate a zero emissions fleet by
2035, We continue to increase the percentage of
zero emission buses in our fleet year on year,

m First Rail is supporting the UK Government’s target
to remove all diesel-only trains from service by
2040, We continus to work with government and
industry partners to support further electrification
of Britain’s rail network, shift to bi-modes trains
where full electrification is not possibte, and
implernent alternative technclogies such as battery
power to help achieve zero emissian trains.

= We continue to embed the TCFD
recormmeandations to assess and mitigate impacts
from climate change ontc our business and build
long-term climate resilience across our operations.

More details on our climate-related performance
can be found in the non-financial KPI section
{(page 37), cur Mobility Beyond Today update
{(page 39), our 2023 TCFD report (pages 57 to 65)
and Environmeantal Performance Report (at www.
firstgroupptc.com)

The Group recognises the
continued pressure and opportunity
to create a mors sustainable world
and maintains our commitment

to invest in new technologies

and collaberate with partners

to create a cleaner future, Our
TCFD implementation work, the
climate-related commitments we
have made and the strategies

we are developing tc meet them

will ensure we are managing our
climate transition risks effectively
and continue to build business
resilience for the long term. We have
also started work on a Group-wide
transition plan in line with upcoming
TPT recommendations.

While recognising the risks, as a
public transport provider we are
also focused on the cpportunities
from modal shift and the vital role
we play in reducing congestion
on the roads, improving air quality
and facilitating the transition to a
zero-carbon world.
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Risk management continued

Key -« p FY 2023 risk is stable

Risk description

Strategic risks

Contracted business 4Ap»

The Group’s contracted busingsses are
dependenit on the ability to secure and renew
contracts on profitable terms, manage affiiate
contracts effectively, deliver in accordance

with contract terms and avoid termination.
Additionally, the abllity of the Group to achieve
performance targets is dependent on cur ability
to exceed performance metrics laid out in rail
contracts.

Failure to do so would resuit in reduced revenue
and profitability and/or negative impact on
delivering the Group's straiegic objectives.

W Y 2023 risk is decreasing

A FY 2023 nskis increasing

Mitigation

The rall contract structure is now concession-
based with a fixed management fes plus
performance incentives resulting in a far better
balance of risk and reward,

A National Rail Contract (or ‘An NRC') was
negotiated and concluded for GWR in June 2022,
The SWR NRC was extended on existing termis in
February 2023 and now runs untl May 2025. The
Socretary of State announced on 11 May that the
TPE NRC would expire at the end of the core term
on 28 May. The West Coast Partnership ERMA
arrangement was given two six-mornith extensions
in the year and now runs until October 2023,
Negotiations remain ongoing for the WCP National
Rail Contract award to commence at the end of the
ERMA period based on the DfT’s Prior Information
Notice which covers the period to 2032,

We have the extensive operational expertise
needed 10 meet requirements for the contract
performance incentives. Negotiations with

the DT take place at a First Rail level, and the
teams ensure that future and ensure that future
commitments to UK rail will have an appropriate
balance of potential risks and rewards for
shareholders.

In First Bus, there has been an increase in
contracted and tendered business in the B2B
market, as well as the acquisitions of Ensign Bus
and Alrporter.

Developments in the
risk profile during the year

The transition from the previous
franchising regime to Nationa

Rail Confracts (with only the West
Coast partnership now outstanding
of FirstGroup's rail businesses)

has led to a better balance of risk
and reward via reduced revenue
risk, minimal cost and contingent
capital risk, and will continue to
provide more consistent cash
generation each year. As the largest
rail cperator in the UK by revenue,
the Group has the operational
structure and expertise to exceed
passenger delivery against
performance targets and to buiid
on our base business. Additionally,
future contracts and are expected
to be longer allowing for better
financial and portfolic planning, as
per the Prior Information Notices
allowing for better financial portfolio
planning.

Growth within the sector 4p

The Group’s operational success from both
organic and inorganic growth is dependent on
effectively responding 1o customer demand
and identifying and executing acquisitions and
transactions. The Group faces additional risk
of continued industry consoclidation, specifically
within the bus sector,

Failure to identify and/or execute acquisitions
and other transactions in a timely manner,
along with the failure to complete transactions
in accordance with agreed terms, could result
in negative impact on business operations
fcontracts, employee retention, stc.), negative
reputational impacts, and the inability 1o meet
financial goals and cbligations.

= The Group actively seeks cut and reviews mergers
and acquisitions (M&A} opportunities that would
be beneficial to our portiolic.

= We continue active dialogue with our shareholders
and investors and gather insights from our
strategic advisors and contacts within the
husiness 1o evaluate potential tfransactions.
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General economic and political
environment remains uncertain,
preventing the risk direction from
decreasing.

The Group releases regutatory
announcements on material
acquisitions and ather material
transactions. The Group engages
with sharsholders on significant
issues.



Key o FY 2023 nsk is stable

Risk description

Operational risks

Financial resources ¥

The ability of the Group to service its current
debt or other financial obligations relies on its
capability to refinance debt as it becomes due
and the capital allocation palicy being applied.

The Group is Investment grade cradit rated by
Standard & Poor's and Fitch. A downgrade

in the Group's credit ratings to below current
investment grade may lead to increased
financing costs and other consequences and
affect the Group's ability to obtain financing if
reguired 1o invest in its operations.

The Group's banking arrangements contain
financtal and other covenants with financial
covenants tested semi-annually on 30
September and 31 March. In the event a
covenant test level is breached the Group may

not be able to negotiate sufficient debt capacity

to allow it to continue to trade.

W Y 2023 sk s decreasing
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A FY 7023 risk s Increasing

Mitigation

= The Group monitors our leverage ratios and overall
liquidity consistently to ensure we remain within
our target range and have adequate financial
resources on a two to three year period looking
forward.

m As at year end the Group has adjusted net cash
of £110m and an undrawn £300m committed
revolving credit facility that matures in 2026.

Developments in the
risk protile during the year

The Group maintains strong bark
relationships, with good awareness
and understanding of debt market
trends,

We have experience in raising
material amounts of credi facilities,
ensuring we plan aternative
solutions to mitigate liquidity risk

in the event of wider refinancing
requirements.

Safety A0

The Group is committed to fostering and
maintaining & culture of safety. However, public
transport inherently includes safety related
risks, many of which are out of our control.
These risks include terrorism, adverse weather,
human error and increased traffic/congestion
on public roads. A safety incident, or a threat
of an incident, could be caused by mechanical
failures and/or human error and result in
adverse financial impact, reputational damage
through reduced public confidence in public
transportation and potentially reduce demand
for our services.

= |In order to promote and maintain our culture of
safety, all divisions have extensive safety plans and
safety training for our drivers and employees.

®» Access to vehicles and trains is controlled to
prevent against malicious access.

= Mechanical safety controls (speed monitoring,
cameras, etc.) are implemented across our fleet of
vehicles and trains.

» Further, we follow the regulatory regime and
comply with statutory inspections and monitoring.

w Whiist the Group has implemented preventative
safety measures and procedures, we recognise
that certain incidents are ultimately out of cur
control and do at times result in legal claims. As
a resull, the Group has dedicated departments,
utiising third party experts when needed,

1o analyse and maintain effective insurance
structures and levels

The Group continues to assess,
update and implement safety
procedures across our businesses,
and mitigating activities to reduce
safety incidents from cccurring
continue 1o be a focus.
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Risk management continued

Key P FY 2023 nsk s stabie

Risk description

Pension scheme funding 4>

The Group sponsors or participates in several
significant defined benefit pension schemes.
Within the schemes, the Group's future cash
contributions and funding requirements are
dependent on investment performance,
movements in discount rates, expectations of
future inflation and life expectancy, and relevant
reguiatory reguirernents.

In erder to maintain adequate cash funding
and prevent adverse financial impacts

of reputational damage, the Group mMust
monitor the performance of our pension
fund investments and movements in other
contributing factors (e.g. discount rates, life
expectancy, etc)

W FY 2003 rsk 1s docreasing

A Y2023 risk s incroasing

Mitigation

w The Group's pension schemes are well funded
and have active programmes 1o either fully de-
risk (North American legacy schemeas) or meet
the objective of low dependency In the short to
medium term (UK Bus and Group schames),

= The Group uses third party experts to advise on
investment strategies and lrability management,
monitor movements in discount rates, mortality
and inflation expectations, with increased hedging
techniques applied to mitigate thess risks.

mWe continug ¢ replace our defined benefit
schemes with defined contribution arrangements
where possiple.

We are also focusing on diversifying asset classes
and reallccating riskier investrnents to investments
that better match the characteristics of the
liabilities as funding levels improve

Under the First Rall contracting arrangements,
the Group's train operating comparies are not
responsible for any residual deficit at the end of
a franchise contract with no cost risk during the
contract.

Regulatory compliance 4

The Group’s operations are subject to a wide
range of legislation and regulation. Complying
with such legislation and regulations may
increase the Group's operating costs, and
non-compliance could lead to financial
penalties, investigation expenses, legal costs or
reputational damage. The Group's corporate
governance, which is recognised by external
ESG ratings as strong and well aligned with
stakehoider interests, supperts our abllity to
respond ta, and prepare for, financial and ESG
laws and regulations.

The main regulatory compliance risks specific to
the Group that are not covered in other principal
risks include workpiace compliance ([employee
wages and other terms and conditions of
employment etc.), workplace health and safety
compliance and competition and anti-bribary
legislation.

= To help the Group comply with all applicable
legislative and regulatory requirements, we have
an in-house legal function and a number of
dedicated subject matter experts, who help to
ensure relevant national and internaticnal laws and
regulations are followed.

Our in-house team is supported by external legal
experts where necessary.

= We have a comprehensive suite of Group-wide
policies and procedures, which are implemented
and managed locally. These include anti-bribery
and competition law policies, and are supported
by regular training on these and other compliance
topics.

We provide a confidential reporting hotline for
employees and third parties o report concerns —
the hotline is operated by an independent third
party to ensure objectivity and anonymity.
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Developments in the
risk profile during the year

The natural reduction of the size
and volatility of the pension funding
risk continues, fallowing the Group’s
closure of mast of its defined benefit
schemes in its divisions to future
accrual several years ago.

We continue tc maintain a £117m
escrow arrangement for the Group
and Bus schemes following the sale
of the North American business

in 2021, The cashin this account
could be returned to the Group in
certain scenarios depending on the
achievernent of low depandency
funding levels, such as the 2024
and 2030 valuation for the First
Bus and FirstGroup schemes
respectively.

Although our legisfative and
regulatory environment continues o
change, the Group maintains our
commitment tc assess and adapt
not cnly ouwr insurance structure but
alsa our policies and proceduras to
dstect and prevent non-compliance.
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Risk description

W Y 2023 risk is decreasing
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A FY 2023 risk is ncreasing

Mitigation

Developments in the
risk Eorfilggqrrriing the year ]

Data security and consumer privacy, including cyber-security A

The Group continues to see an increase of
mehile and internet passenger ticket sales
across all divisions. These sales channels
gather farge amounts of data which reguire
safeguards in order to protect our customer
data and comply with applicable data privacy
legislation, including the Data Protection Act
2018 and the UK and EU General Data
Protection Regulation (GDPR). Customer data is
processed by multiple suppliers and vendors of
technological solutions used across the Group.
The data is also processed by multiple Group
business divisions and employees. Suppliers of
technology solutions are often targeted by
cyber threat actors which can include criming}
cartels, whose motivation is financial gain. On
the 18 April 2023 the National Cyber Security
Centre (NCSC) warned the UK of a heightened
alert of a cyber-attack threat from state-aligned
groups against critical national infrastructure.
The majority of ranscmware attacks are
delivered as the result of a successful phishing
attack. Such incidents could disrupt our
coperations and impair our ability to protect
consumer data, and/ocr compromise our
confidential business information. This may lead
o long-term financial and reputational damage
with significant costs to recover, including
penalties, and an adverse impact on consumer
canfidence in the Group.

= To protect our data and comply with all data
privacy regulaticns, the Group has implemented
IT infrastructure controls across the company.

= The Group administers a training programme to
employees, communicating thelr role in protecting
and praventing unauthorised access to
sensitive data.

= We have a dedicated compliance officer in each

division with responsigility for ensuring the
completion of training.

Rusiness continuity plans continue to evolve and
are updated as the transition to greater
dependency on technology continues in order to
minimise the iImpact of cyber-attacks and the
potential impact on the continuity of our
operations.

We have ransomware procedures and have tested
cur incident response across Group businesses in
response to a ranscmware attack.

We have a suite of data protection and information
security procedures in place.

Robust due diligence is performed for new
suppliers, with data protection and information
security obligations as a prerequisite to be
included in third-party contracts.

The risk of a cyber-attack for all UK
companies remains high. The
official UK government ‘Gyber
Security Breaches Survey 2022
reported 39% of UK business were
subject to a cyber-attack in 2022
83% of these instances were
phishing attacks, and around one in
five (21%) of the respondents
identified a more sophisticated
attack type such as a denial of
service, malware, or ransomware
attack, A ransomware attack is
more business impacting typically
than a denial-of-service attack.
Businesses who are hit with
ransomware often risk reguiatory
fines if personal data has been
compromised in the attack.

We continue to be vigilant and
diligent in evaluating and
implementing enhanced technigues
to protect our systems and data
from threats.

Human resources 4p

Employee costs represent the largest
component of the Group’s operating costs.
These costs include expenses reiated to
recruitment, retention and talent development,
The costs are impacted by changes in
employment markets, regulatory requirements
and diversity and inclusion progrannes.

and talented workforce could have adverse
financial, reputational and operational impacts.

The employment market for drivers and
engineering technicians remains challenging
under an increasing consumer travel demand.
Our employee turnover has also been impacted
by current wider econcmic circumstances,
particularly rising inflation and wider labour
availability,

We continue to focus onimproving communication
with employees, implementing a new people
sirategy and investing in employee development
through compelling employee value, diversity

and inclusion propositions linked with market
competitive wages and benefits.

We continue to focus on our bus
driver recruitment and retention
programmes, and on managing
our mutti-year pay deals with local
unions.

We have developed new

_— A T Mg M B RO RO Rl
A fallure to effectively recruit and retain a diverse

' Py
KPis, including leveraging exit interview datain
designing recruitment activity.

= Employee engagemesnt survey results are reviewed
to develop actions to address low performing
metrics to furthar help retain our top talent.

Erograrmes 1o have effective

and engaging communications
with employees to impact our
recruitment, retention, diversity and
development strategies.
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Viability and going concern

Viability

Time horizon

The Directors have assessed the viability of the
Group over a three-year period. This period reflects
the Group’s corporate planning processes and is
considered appropriate for a fast-moving competitive
ernvironment such as passenger transport. Beyond
three years, forecasts may be affected by changesin
government transport policy and/or major contract
wins and losses.

Scenario testing

In making their assessment, the Directors have taken
into account the potential financial and operational
impacts, in severe but plausible scenarios, of the
principal and emerging risks which might threaten

tha Group's viability during the three-year perod to

31 March 2028 and the likely degres of effectivensss
of current and available mitigating actions that could
be taken tc avoid or reduce the impact or occurrence
of such risks (details of the risks and mitigating actions
are set out on pages 63 to 756). The assessment of the
available mitigating actions include the Group's ability
to manage its cost base and capital expenditure.

The broad details of the scenarios that were
considered in the assessment are:

1} a protracted period of weak passenger volumes
comprising reductions of up to 10% in First Bus and
20% in non-contracted Rail and 50% lower than
budgeted performance fees on NRC rail contracts;

2) heightened operational and environmental pressures
including increased inflation up to 3% higher
than budgeted levels, additional Governmental
decarbonisation policy of £2m per annum and the
loss of a number of First Rail contracts with operating
profit impact increasing to £37m per annum in
FY 2028;

3) one-off safety, regulatory non-compliance or
technclogy incidents leading to short-term reduced
revenue and/or additional costs of £15m, and a one-
off ciimate-related event impacting profit by £10m; and

4) inability of the Group to negotiate additional new
credit facilities on acceptable terms lesading to
a reduction in faciity headroom of £200m from
September 2024 and delayed payment of the Transit
earn out due in FY 2024,

In making their assessment, the Directors have
made the assumption that the Group will retain the
£184.2m bond expiring in Septermber 2024, and will
have access 1o debt markets to negotiate additional
new credit facilities if required. The resulis of this
scenario testing showed that the Group would be
able to remain viable and maintain liquidity over the
assessment period.
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Climate change

The Board has also considered how climate risks
could impact the Group's viability. More detail on the
Group’s assessment of risks and cpportunities from
climate change is contained in our TCFD disclosures
on pages 57 1o 65. The key conclusions relating to
the viability assessrment were that given the Group’s
geographic diversity across the UK, the financial
impact of extreme weather events over the three-year
viability period was not judged to be material.

Transitional risks, related to changes to the
government’s decarbonisation policy, were unlikely
to cause any material adverse impact cver the
viability period given that, whilst the vast majority of
the Group's emissions are from vehicles, the Group
is already targeting industry-leading timescales for
transitioning its vehicles to zero emission.

Corporate planning processes

The Group's cerporate planning processes include
completion of a strategic review for the Rail and Bus
divisions, preparation of 2 medium-term business plan
and a quarterly re-farecast of current year business
performance. The plans and projections prepared

as part of these corporate planning processes
consider the Group's cash flows, committed funding
and liquidity positions, forecast future funding
requirements, banking covenants and other key
financial ratios, including those relevant to maintaining
the Group's existing investment grade status. It also
considers the ability of the Group to deploy capital.

A key assumption underpinning these corporate
planning processes is that credit and asset-backed
financing markets will be sufficiently available to

the Group to put additional new facilities in place,

it required.

Viability statement

Based on the results of the analysis explained above,
including scenario testing, the Directors confirm that
they have a reasonable expectation that the Group will
be able to continue in gperation and maet its liabilities
as they fall dus over the period to 31 March 2026 and
that the likelihood of extreme scenarics which would
lead to a breach of covenant is remaote.

The Board confirms that in making this statement

It carried out a robust assessment of the principal
and emerging risks facing the Group, including
thosea that waould threaten its businass modal, future
performance, solvency and/or liquidity.



Going concern

The Board carried out a review of the Group's financial
projectinng far tha 18 months to 30 September 2024
and evaluated whether it was appropriate to prepare
the full year resufts on a going concern basis. In

doing so the Board considered whether any material
uncertainties exist that cast doubt on the Group's and
the Company’s ability to continue as a going concern
aver the going concern period.

Consistent with prior years, the Beard’s going concern
assessment is based on a review of future trading
orojections, including whether banking covenants

are likely to be met and whether there is sufficient
committed facility headroom to accommodate future
cash flows for the going concern period,

Divisional management teams prepared detailed,
bottom-up projections for their businesses reflecting
the impact of a post-pandemic operating snvironment,
including assumptions on passenger volume recovery
and government support arrangements.

Base case scenario

The Board considered the annual budget to

31 March 2024 and medium-term plan o be the

base case scenario for the purpose of the going
concern assessment for the FY 2023 year end. These
projections were the subject of a series of executive
management reviews and wers used o update the
base case scenario that was used for the purposes
of the going concern assessment at the FY 2023 year
end. The base case assumes a continuing recovery
in passenger volumes and yields in FY 2024, but that
passenger volumes remain below pre-pandemic levels
in the going concern assessment period. The base
case also reflected the expiry and non-renewal of the
TransPennine Express contract in May 2023. The
rnacro projections in the updated base case assume
that the UK cperates in a recovering coronavirus
econamy. The annuat budget and medium-term

olan also capture the expeacted financial impact of

the actions required to support the Group’s climate-
related targets and ambitions.
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Downside scenario

In addition, a downside case was alsc madelled which
assumes a more protracted post-pandemic recovery
profile. In First Bus the downside case assumes
areduction in passenger volumes driving a 25%
reduction in Bus profitability. In First Rall, the downside
case assumas TOC performance fee awards at 50%
of expected levels; revenue reduction in Hull Trains and
Lumo of 20%; and loss of one National Rall Contract
at the end of its current term. The downside scenario
alsc assumes a delay in receipt of final Greyhound
property procesds until after the going concern
period; a lower realised value for the First Transit
earncut; and a £10m impact of a significant cimate-
related event.

Mitigating actions

If the performance of the Group were to be more
adversely impacted than assumed in the base cass
or downside case scenarios, the Group would reduce
and defer planned growth capex spend and further
reduce costs in line with a lower volume operating
environment to the extent that the essential services
we operate in First Bus are not required 1o be run for
the governments and communities we support.

Going cencern statement

Based on the review of the financial forecasts for

the period to September 2024 and having regard

to the risks and uncertainties to which the Group is
exposed, the Directors have a reasonable expectation
that the Group has adequate resources tc 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 staterments in this full

year report.
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Our stakeholders

We interact with a huge range of stakeholders every single day. Building strong relationships with
thern involves listening and working in collaboration.

Engaging with our stakeholders

See page 81 for our Section 172 statement and page 82 for decisions taken by the Board during the year

1. Customers

The needs of our customers are unique to each journey and requirements constantly evolve. Listening, identifying future needs and being
able to respond quickly is critical. Our teams use a variety of channels and approaches to engage with customers and passengers,

assessing satisfaction and gathering feedback.

Why we engage them

We engage them in order 1o respond to
feedback and improve customer experience
and satisfaction. Longer term this enables
us to continuously be aware of and adapt

to changing customer needs and build
long-lasting and trusted relationships.

2. Investors

How we engage with them

» Regular custormer and passenger
satisfaction surveys to identify what we do
well and where we can improve

» Robust customer feedback processes
through onling and traditional channels

» Customer panels and events

= Ongeing dialogue with customer
representative groups

w Regular customer updates by the Chief
Executive Officer 1o the Board

Our response to matters raised
and key activities

Introduced a number of technology
enhancements 1o improve accessibility
this year, including new facilities to support
disabled, blind and deaf customers

Installed ‘tap on tap off' payment technology
onall our bus fleat, allowing customers to
pay by contactless for the journey they make

Worked with partners o introduce robust
recovery plans in our Avanti and TPE
businesses, resulting in a reduction in
cancellations compared to summer 2022

We welcome open, meaningful discussion with shareholders on all matters. Being fully aware of the range of views of our shareholders
is a key aspect of good corporate governance and supports our commitment 10 ensuring that we promote the success of the Company
for the long-term benefit of our members as a whole. We proactively engage throughout the year with institutional, private and ermnployee

sharsholders on a range of matters

Why we engage them

We keep investors informed of key business
activities and decisions and we listen and

respond 1o concerns and questions in order
to build the long-term success of the Group.
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How we engage with them

» Presentations from Executive Directors

s Annual report, website and reguiatory
statements

= Ongaing dialogue and individual
engagement with sharehoiders by the
Directars, including Chairman

= Engagement via the Investor Relations
function with potential and existing investors
and other market parficipants
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Our response to matters raised
and key activities

= Onboarding of new CEO and introduction to
Investors

= Consultation with investors following Board's
recommendation against unsolicited
approach from | Sguared Capital

= Return of value to shareholders by way of
£75m on-market share buyback programme
following receipt of proceeds of £122m
following completion of Greyhound property
portfolio sale

® |rvestmant in growth acguisitions in
First Bus and accelerated investment in
slectrification of bus fleet and infrastructure

= Declaration and payment of FY 2022 full
year and FY 2023 half year dividends



3. Government
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Strong engagement with Government at all levels is essential 1o our businesses to advocate for policy solutions which ensure optimal
operation of public transport by private operators. At Group and operational tevel, we have long-established relationships with local and

national Government officials.

Why we engage them

We are focused on achieving policy sclutions
that that support sustainable economic
growth and social maobility.

Engaging with government ensures clear
communication and understanding of the
consequences of policy decisions at different
levels of Government and aids effective
delivery of public transpert at the operational
level.

How we engage with them

Our response to matters raised
and key activities

= Direct engagement with policymakers

» {inks with national, devolved, regional, and
local Governments

= Beqular surveys of political stakeholders

® Membership of UK and international sector
trade bodies, who in turn engage with
government and regulators to promote a

positive policy environment for private sector

public trancpart

4, Employees (G} Read more about our employees on pages 47 to 50

B Hagyisd d eadiny iole i e Rail Delivory
Group and the Confederation of Passenger
Transport discussions on the future direction
of the rail and bus sectors

= We engage with, and are members
of, a number of business advocacy
crganisations, lobby groups and public
transport campaigns, particularly to raise
awareness of sustainability issues

Many thousands of FirstGroup employees work in depots, stations and offices. They are the face of FirstGroup, delivering great service to
our millions of passengers. We have a broad range of mechanisms through which our employees have the opportunity to make their voices
heard and inform the direction and governance of our business.

Why we engage them

We will achieve success by maximising the
benefits of the expertise and experience

of our employees in delivering our services
and improving customer experience and
satisfaction.

Wa engage to ensure our pecple have the
skills and knowledge needed to deliver our
services now and in the future; to create

a safe and inclusive working environment
for alt of our employees; and to increase
participation and equal oppartunities.

5. Communities

How we engage with them

a Reqular “Your Voice' employee engagement
SUNvVeys

a Dialogue with employee representatives,
including Ermployee Directors and trade
unions

= |nductions, onboarding sessions and
employee handbocks

® Multiple internal communications channels,
including our intranet, briefings, newsletters
and our employee mobile apps

= [ndividual performance reviews and
development discussions

= Board and Executive Commitiee visits to

operationat sites, and opportunities for direct

discussions with employees

() Read more about our communities on pages 5310 54

Our response to matters raised
and key activities

® Established two separate groups to help
us drive our eguality, diversity and inclusion
agenda

= Established the Responsible Business
Committee, a new committee of the Board,
and one of its main duties is to review the
practices and performance of the Group in
supporting cur people

= 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 ethnicity pay
gap information

m Further progress on the four gender
commitments we set out in 2017. Our
aspiration is to have half of all the rolas we
recruit for, to be filled by women.

We are at the heart of our communities and we need to understand community needs in order to improve our services, We have
well-developed mechanisms in place to help us listen to and understand the needs of cur communities, and we incorporate their feedback

into our decision-making processas.

Why we engage them

How we engage with them

Our response to matters raised
and Key activities

We engage with our communities to support
social inclusion and respond to local needs.

= We conduct regular surveys to help us
understand a range of views and enhance
our engagement activities

= We also commit our time, skills and
resources to help those charitable causes
important to our communities, both locally
and nationally

= FirstGroup and our employees donated
£617,000 during FY 2023 as measurad by
the London Benchmarking Group model for
community impact. See page 37 for amore
detailed breakdown of our contritbution.
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Qur stakeholders continued

6. Strategic partners and suppliers

We work with mare than 4,500 suppliers globally driving innavation, expertise and value for money from our supply chain to provide the
goods and services required to meet and exceed the expectations of our customers and sharehoiders, Our suppliers range frem small,
independent companies to global corporations, and we have dedicated teams of procurement specialists centrally, and within our divisions,
who develop and maintain strong relationships with this supply chain driving value and reducing risk.

Why we engage them How we engage with them Our response to matiers raised
and key activities

Engaging with suppliers and strategic n Key suppliers are engaged through ® SO 44001:2017 certification and Strategic

partners builds long-term refaticnships and collaborative relationship management Supplier Management: Continuing to
enables us 1o identify, manage and mitigate systemns to provide us with clear, expand the programmes operated

risks and raise environmental and ethical consistently applied processes to track under 15044001 certification as wel our
standards in our supply chain, performance and generate additional value in-house developed supplier management

approach collaborating on a variety of
value improvemnent projects focused on
value delivery 1o both parties in availability,
capacity, customer satisfaction, technology
" Caore principles shared across the entire and innavation.
supply chain in the FirstGroup Supplier
Code of Canduct

® Regular supplier relationship meetings
and business reviews held to strengthen
relationships and identify and manage risks

= Supply chain risk processeas continue to he
strengthened and developed. Working with
internal stakehaolders and in collaboration
with external partners we continue to
expand our insight of compliance and drive
susiainable procurement principles. This
includes enhanced reporting and capturing,
rnonitoring and mitigating risk increasing
supply chain maturity.
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Section 172 statement

The Directors are obliged under Section 172 to
promote the success of the Company over the
long-term for the benefit of shareholders as a whole
and having due regard to a range of other key
stakeholders. The Directors take their duties under
Section 172 of the Companies Act very sericusly not
only because 1t is a legal reguirement to do so but the
obligations make very good business sense. If the
decisions taken do not adequately take account of the
views of sach of the stakeholder groups, the Company
is unlikely to be sustainable in the medium to long
torm.

The details of engagement with key stakeholders is set
out on pages 78 1o 80.

The Board is mindful of the matters set out in Secticn
172 of the Companies Act in all of its discussions and
decision-making processes including:

The likely consequence of any decision
in the long term

The Board realise that the consequence of strategic
decisions are likely to impact the long-term future
and direction of the Company and the Board had a
particular focus on the longer term when considering
strategy. The Beard was also mindfu! of the leng-term
impact of the approach from | Sguared as opposed
to an immediate realisation of value for shareholders.
The long-term investment decisions in zero emission
buses and the impact cn the environment cver time
are another example of the long-term time horizons
that the Board considers.

Foster business relationships with suppliers,
customers and others

The Board through the Responsible Business
Committee has a clear understanding of the
nature of the relationships with key supgliers and
customers. The Head of Procurement presented
to the Responsible Business Committee in March
2023 to help ensure that they have a detalled and
clear understanding of the different perspectives
of suppliers as a backdrop when taking decisions.

Interest of the Company’s employees

Ant Green the Group Fmployea Director helps the
Board 1o understand the views frem the front line of
our workforce. Ant spends much cf his time visiting
different parts of the business to understand the views
of the workforce and presents a report to the Board on
his activities since the last meeting. Ant still continues
to drive buses in Essex and on average drives one
day each week, This helps him to keep in touch with
front line employees who find it easier to approach
someone they see as a peer rather than a Board
Director. By driving regularly Ant is also in touch with
the views of customers and remains close to one of
the communities in which we operate.
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Impact of the Company’s operations on the
Community and the environment

The Company provides key services to the
Cormmunity providing public transport and
employment in the communities in which we operate.
The Board Is mindful of the impact of its ocperations on
local communities and these issues were considared
in detail when contemplating the closure of the
Company's Bus operations in Southampton.

The erwironmental impact of the Company's
operations are at the forefrent of the Board's mind.
The capital expenditure decisions to invest in elecliic
buses (with suppaort from the ZEBRA funding) and to
install photovoltaic panels (solar panels) on 20 depots
significantly reducing the need to draw energy from
the grid to power the depot operations.

The desirability of the Company maintaining
a reputation for high standards of business
conduct

The Company recognises the importance of
maintaining high standards of conduct. The Board
has ovarsight of the Company's values and the code
of ethics. The Board has oversight of the training
programimes led by the legal team covering business
ethics which includes anti-bribery policies, gifts and
entertainment.

In May and November, matiers reported to the
confidential whistleblowing hotline together with
investigation findings and action taken were presented
to the Board.

The need to act fairly between members of
the Company

The Executive Directors lead our engagement with
shargholders with support from the Investor Relations
team. The mestings give investors the opportunity

ta share their views on the Company's cperations,
capital allocation policies and strategies. These are
impartant views that are reperted to the Board so that
they understand the context for the decision-making
process, The Chairman and the Committes Chairs
are available to meet with sharehclders as required
from time to time. In FY 2023, the Chairmanmet a
b uf shareholders folilowing tho publication of
the Group's annual results in June 2022,
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Decisions made during the year

The following are a number of key decisions made during the year with some commentary demonstrating how the interests of key
stakeholders have been considered in the decision-making process

Decisicn Commentary Stakeholders
Recommencement of The Board was keen to return to Day\ng dlwdands and at the Board meetmg Investors
dividend payments in May debated the merits of doing this in either August with a final dividend in

respect of FY 2022 or waiting until later in the year and starting with an interim
dividend in respect of FY 2023, The Board considered the views of the Company's
shareholders and took advice from the Company's brokers recognising that if the
decision was made {00 early or {00 late it was likely to have a detrimental effect in
the tong-term. On balance the Board concluded that a final dividend in respect of
FY 2022 was the most appropriate course of action.

Response to Fo\ owing the unsohcnted approach from | Squared Capnal the Board was requwred Investors, Emp\oyees
unsolicited approach to consider the inevitable impact on all stakeholders had such a transaction been Customers, Government
from | Squared Capital recommended to shareholders. Whilst ultimately a matter for shareholders, the

Directors believed the final proposal from | Squared significantly undervalued

FirstGroup's continuing operations and its future prospects, and the contingent

vaiue did not provide sharenolders with sufficient certainty and accordingty, the

approach was rgjected. Had the offer been at a leve! where the Board was minded

ta recommend it to shareholders the Board would have considered in greater detail

the impact on employees, customers together with the views of Government.

Launch of share FoHowrng the successfuf sale of the !egacy (;reyhound property portfoho and Investors
buyback programme subseguent receipt of funds totalling £122m, in line with its balanced capital

allocation paolicy, the Board approved the launch of a £756m on-market share

buyback programme. Given the value, and in accordance with the maximum

level of share purchases mandated at the Company's 2022 AGM, the buyback

programme was identified as the most appropriate and beneficial way to return

money to shareholders.

Investmentin Fo!lowmg the laur\ch Gf the share buyback prograrmme, the Board also approved Customers Government,
First Bus to the acquisition of Ensign Bus, a high-performing, long established business based  Communities

enhance the in Essex. The Board believed that the acquisition would allow First Bus to bath

business and grow its B2B business and enhance its operational foctprint in Essex. The business

accelerate also has an interesting vehicle refurbishment and re-sale operation and a high

electrification value depot. The Board also approved the allocation of an additional £.35m in the

electrfication of the First Bus fleet and infrastructure. This followed successful
applications made in partnership with local authority partners for £25m of
government co-funding. The accelerated electrification programme has a positive
impact on the communities we serve wha benefit from zero emission busses and

cleaner air.
Sale of First Bus When cons:denng the Company ] operahcms in Scoﬂand East and Southampton Emp\oyees
Scotland East in light of evolving customer demand and ensuring the First Bus business has
business and closure the optimal network, the Board decided that the best approach was to sell the
of Southampton Scotland East business and c¢lose its operations in Southampton. The Board were
operations mindful of the impact on employees in Southampton and the opportunities they

wolld have for alternative employment efther within the Group or outside and all
employees wers offered alternative employment within a reasonable cormmuting
distance.

The Strategic report was approved on behalf of the Board on 8 June 2023,

Graham Sutherland

Chief Executive Officer

8 June 2023

395 King Street, Aberdeen, AB24 5RF
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Corporate Governance report

David Martin
Chairman

Dear Shareholder,

! | am delighted to introduce the corporate
‘ governance report for FY 2023.

g In my Chairman’s statement starting on

| page 06 | have commented on a number of

significant developments and events during

. the year. This report focuses on governance
and makes reference to those key events

and how they were addressad from a

governance perspective.

Your Board has been very busy this year

| considering the approach from | Sqguared

| Capital Advisors (UK) LLP ‘I Squared’,
managing the taill end of the disposal of our

| North American businesses and returning

| some of those proceeds to sharsholders.
The exscutive team have performead very

{ well, and the Board members have been

| busy providing oversight for all stakeholders.

The report is set out below and on the

i pages that follow you will find an introductory
letter fram the Chalr of each of the Board
Committees followed by the report on that

| Committee.

I welcome your comments on this Corporate
» Governance Report and on the 2023 Annual
| report more generally.

I'd like to thank my colleagues on the Board
and all the employees of FirstGroup for
their ongoing commitment and for their
achievements in the past year.

David Martin
Chairman
8 June 2023
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Governance

We have complied with the Provisions of the
UK Corporate Governance Code (the ‘Code’)
throughout the year with the following
exceptions:

= Provision 9 — The role of the Chalrman
and Chief Executive was not split from
1 April 2022 until 16 May 2022,

m Provision 21 —~ The Board conducted an
internat rather than an external evaluation
review notwithstanding it was three years
since the last external review.

Regarding Provision 9, as explained last
year when Matthew Gregory stepped down
from the Board in September 2021 it was
agreed that David Martin would becarme
Interim Executive Chairrman pending the
appointment of a new Chisf Executive
Officer. The explanation regarding the
decision on Provision 21 is set out on page
95,

Compliance with the UK Corporate
Governance Code

In this Annual Report we have introduced
commmentary in grey boxes running
throughout the Governance Report that
summarises how we have complied with the
UK Corporate Governance Code and guides
shareholders to sections of the report to help
access information quickly, The Principles
are representsd by letters and the Provisions
by numbers, Both the Principles and the
Provisions are paraphrased in the interests of
space — full defails of each can be found on
the Financial Reporting Council's website at
www.frc.org.

A Led by an effective Board

The Board's effectiveness raview
{details of which are set cut on page
95) indicate that the Board has
operated effectively during the period
under review.

B Purpose, values and strategy

This is covered throughout the
Strategic report. The Values are on the
website and are set out in the Culture
saction of this Corporate Governance
raport.
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Governance at a glance

Qverview

The illustration below shows the Board level governance structure and the primary standing committees that have been established to
effectively nun the business in compliance with the UK Corporate Governance Code.

Corporate governance framework

The corporate governance framework, comprising clearly defined responsibilities and accountabilities, is set out below:

Board of FirstGroup

v

v

v -
Audit Nomination Remuneration Rgs.};?:;t;le
Committee Committee Committee Commies

The Beard is responsible for promoting the
long-term success of the Company for the
bensfit of its shareholders and stakeholders.

The matters reserved to the Board are

set out in writing and cover the mast
important decisions that will be taken

within the Group. These include strategy,
capital structure/allocation, financial
reporting and controls, risk appetite and risk
management, stakeholder engagement,
board membership, remuneration, corporate
governance and kay policies. The Board
Committess assist by reviewing certain
matters before recommendations are put to
the Board for approval,

v

Disclosure Committee

The Board of FirstGroup is led by its
Chalrman, David Martin who also chairs the
Nemination Committee, Jane Lodge chairs
the Audit Committee, Claire Hawkings chairs
the Responsible Business Committee and
Sally Cabrini is Chair of the Remuneration
Committee. There is a separats report
covering the work of each of these
committees on the pages that follow. The
terms of reference of these four committees
are avallable on the Group's website.

In addition to these four committees the
Board has a Disclosure Committee to identify
inside information and to overses the timely
and accurate disclosures when required.

The Board may delegate other matters to an
ad hoc committes established for a specific
purpcse.

The matters not reserved to the Board are
delegated tc the Chief Executive Officer
with the Board retaining responsibility for
oversight and holding management 1o
account.

The split of responsibilities between the
Chairman and Chief Executive Officer are set
out in writing.

The Chief Executive Officer has formed an
Executive Committee, which is not a Board
Committee, to assist him in the day-to-day
running of the Company. The Executive
Committes meets menthly and, its main
responsibilities include:

= Developing, implementing and monitoring
operational plans

a Reviewing financial performance, forecasts
and targets

= Prioritising initiatives and allocating
resources

= Daveloping strategy for submission to the
Board

= Qverseeing risk management including
identifying risks and developing risk
mitigation strategies

= Developing and monitoring the internal
contro! strategies

= | eading the Group's culture and safety
programme.

Members of the Exacutive Committee are set
out on page 90.
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Governance at a glance continued

Board composition

As shareholders can see from the biographies on pages 88 1o 90, we have diverse experiences on the Board which always gives rise to
imteresting and informative discussions on Board business.

Independence Gender Board balance

® Chairrman o 1 e Male 5 & Chaiman 1

. N‘qn_—jqqgg__enqgnt B - 3 e Female 4 & Lxocutivo Directors 2

& [ndependent 5 # MNon Exacutive Directors 5
Group Ernployee Director 1

How the Board spends its time Board skills

’

40%
0%

20%
10%

® Strategy and Strategic Transactions
Business Monitoring and Updates

. Stakeho’!g »
& Governance/other

Transport/travel

Government/regulators

Accounting/audit

Corporate finance/M&A

ESG/safety

Peoplefemuneration

Board and Committee attendance

Employee
Chairman Non-Executive Directors Director Executive Directors

David Sally Myrtle Claire Jane Peter Ant Graham Ryan
Director Martin Cabrini Dawes Hawkings Lodge Lynas Green  Sutherland Mangold
Board 6/6 5/6 5/6 £/8 6/8 6/6 6/6 5/6 5/6
Short-notice Board 4/4 3/4 3/4 4/4 4/ 4/4 3/4 4/4 4/4
Audit - - - 4/4 474 4/4 - - -
Remuneration - A/4 - 4/4 4/4 474 - -
Narrination 373 2/2 2/2 22 272 3/3 212 - -
Resporsible Business - 3/4 a/4 4/ - 4/4 4/4 - -
Overall 1313 18/20 15/16 24/04 20720 05/25 15146 10M0 1010

David Martin served as Executive Charman from September 2021 until 30 June 2022,

Warwick Brady and Julia Steyn served as Directors untl the AGM on 27 July 2022 and attended two out of two and one out of two scheduled

meetings respectively.
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Roles and responsibilities

The Board has agreed a clear divisian of responsibilities hetwaan the Chairman and the Chief Executive Officer, and these roles, as well as
those of other Directors and the Company Secretary are clearly defined so that no single individual has unrestricted powers of decision.

Chairman
David Martin

® | gads and manages the business of
the Board

= Provides advice, support and constructive
challenge to the Chisf Executive Officer

w Provides direction and focus and ensures
sufficient time is allocated to promote
effective debate and sound decision-making

= Promotes the highest standards of integrity
and probity and ensures effective
govemnance

= Manages Board composition, performance and
suceession planning

= Maintains effective communication with shareholders
and ensures their views are understood by the Board
= Facilitates effective and constructive relationships

and communications between Fxecutive and
Non Executive Directors

Chief Executive Officer
Graham Sutherland

m Providas leadership to the execulive and
senior management team in the day-to-day
running of the Group's businasses

» Develops the Group's objectives and
strategy for consideration and approval by
the Board, taking in to account the interests
of shareholders and stakeholders

®w Implements the agreed strategy

& Fromotes a safe working environment and a
safaty-focused culfure across the Group

= Maintaing an active dialogue with shareholders and other
stakeholders

= Responsible for implementing effective internal controls
and ensuring risk management systems are in place

Chief Financial Officer
Ryan Mangold

= Responsible for the financial stewardship of

the Group's resources

= Responsible for the Group’s finance, tax,
treasury, insurance, risk management and
internal control functions

Senior Independent Director
Peter Lynas

s Supports the Chief Executive Officer in providing
executive leadership and developing strategy

= Supports the Chief Executive Officer to implemeant
the agreed strategy

® Reports to the Board on operational and financia!
performance of the businesses

= Acts as an additional point of contact for
shareholders 1o discuss matters of concern

® Provides a sounding board for the Chairman
and serves as an intermediary for the cther
Directors

® | eads the annual review of the Chairman's performance
taking in to account the views of the Non-Executive
Directors and Executive Directors

Group Employee Director
Anthony Green

a Brings insight into employee engagement
and perspectives from the front line to Board
deliberations

® Chairs the Employee Directer's Forum

= Promotes employss involvernent and participation in the
affairs of the Group through share ownership, employee
surveys and other means of employee involvement

® Promotes the Group's policies and procedures amongst
employees, in particular those related 1o safety, diversity
and inclusion, and business ethics

Non-Executive Directors
{NEDs)

Sally Cabrini

Myrtle Dawes

Claire Hawkings

Jane Lodge

Peter Lynas

% Provide a strong independent element
to the Board and callactively provide a broad
range of experience, knowledge and
individual expertise

a Constructively support and challenge
rmanagement

B Raview management’s performance in meeting agreed
objectives and delvarables

® Review the integrity of financial information and
rirtnrmine whothor internal controls and systems of risk
management are robust

Company Secretary
David Blizzard
not a Board member)

= Pravides advice and support to the Board,
its Committees, the Chairman and cther
Directors individually as required, primarily
in relation to legal and corporate
governance matters

" Responsible, with the Chairman, for setting the agenda
for Board and Committee meetings and for high quality
and timely information and communication between the
Board and its Committees and the Executive Directors
and senior management
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David Martin Q@

Chairman

Appointed: 15 August 2019

Key areas of expertise: Surface
Transpartation, Business Turnaround,
Performance Improvement, International
Transport Contract Businesses, Strategic
Transactions

Skills and experience: David is the former
Chief Executive of Arriva, which he joined

In 1998 as board member responsitic for
internationa! development before taking
aver the leadership of the company in 2006.
During his tenure, Arriva was transformed
into a multinational transport services group
through a number of key strategic mergers
and acquisitions. In September 2C10 the
company was purchased by Deutsche
Bahn, one of the world's leading passenger
transport and logistics companies. David
remained as Chief Executive throughout this
period, betore stepping down in

January 2016. He remained on the Arriva
Board advising on a range of issues until
May 2017. He was formerly a Non-Executive
Director at Ladbrokes plc and previously
held roles at British Bus plc, where he was
responsible for development of strategy and
M&A, at shipping company Holyhead Group
and at business services group Initial
Services PLC. David is & chartered
management accountant.

External appointments: Member of the
advisory board at Nottingham Business
School, member of the steering commities
at Nottingham Trent University.

Nationality: British

Key

® Nomination Commitlee

Graham Sutherland @

Chief Execu

Appointed: 15 May 2022

Key areas of expertise: Business Strategy,
Performance Improvement, Gavernment
Conrtracting, Engineering and Infrastructure,
Digital Transforrnation, Corporate Finance/
MEA, Governance

Skilis and experience: Graham has

a strong track record in the delivery of
critical services and in creating vaiue for
shareholders in rapidly evolving regulatory
and technological environments. Previousty
he was Chief FExecutive Officer of KCOM
Group plc, a LSE-listed telecommunicatons
company. Prior to this, Graham held a
number of senior executive roles within BT
Group PLC over twelve years. These included
as Chief Executive Officer of the BT Business
and Public Sector division, where he was
responsible for profitable growth and led the
integration of EE's Business unit, creating a
division with £4.6br in annual revenues and
13,000 employees. Graharn was also Chief
Executive of BT Ireland where he was
responsible for all consumer, business and
network activities. Prior to that he was Chief
Executive of NTL Ireland and has also held
senfor financial roles including at Bombardier,
Graham has an established record in
strategic development, as well as delivering
enhanced financial and operational
performance and engaging a diverse

range of stakeholders including consumer,
business and public sector customers.

Nationality: British

Responsible Business Cor

Executive Cormmittee

FirstGroup Annual Report and Accounts 2023

Appointed: 31 May 2019

Key areas of expertise: Corporate
Finange/M&A, Turnaround, Pensions,
Governance

Skills and experience: Ryan was
appointed as CHO in May 2019, having
previously been Group Finance Director of
Taylor Wimpey Pl for eight years. Ryan has
a strong track record of building financial
discipling in the organisations he has worked
at. During his time at Taylor Wimpey,

Ryan played a leading and integral role in
strengthening the balance sheet, driving
operaticnal improvements, rebuilding the
business post the financial orisis {lo become
a constituent of the FTSE 100), the sale of
the North American busingss and the
improvement of its pensians position.

Ryan was previously at the Anglo American
group of companies, where he was Group
Financial Controller at Mondi and played

a significant role in its demerger from

Anglo American in 2007. Ryan is a chartered
accountant and has recent and relevant
financial experience.

Nationality: South African/British



Sally Cabrini @ @@®

Independent Noni-Executive Directar

Appointed: 24 January 2020

Key areas of expertise: HR, [T,
Transformation

Skills and experience: Sally brings
valuable experience of a number of sectors
including UK regulated utilities, services
and rnanufacturing. She has expertise in
delivering significant business transformation
programmes often including internal
restructuring or divestment, pensicn
changes and both cultural and significant
technological changes. As Transformation,
[T and Pecple Director at Interserve Group
Limited she had a strong focus on effective
cperational delivery and led 2 major
transformation programme which had
significant financial and strategic challenges
and prior to that she was a senior executive
at FTSE 100 constituent United Utilities for
nine years, including four years as Business
Services Director with responsibility for
information technology, cyber security

and human resources in a regulated CNI
environment. Sally was also a Non-Executive
Director and Chair of the Remuneration
Committes at Lookers plc from

January 2016 to 2020,

Sally is a fellow of the Chartered Institute of
Personnel and Development.

Nationality: British
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Myrtle Dawes @ ®

Independent Non-Executive Drrector

Appeinted: 1 April 2022

Key areas of expertise: Engineering,
Safety, Technology and Digital Transformation,
Project Management and Energy Transition

Skills and experience: Myrtle is an
established leader with extensive experience
in the energy sector both in the UK and
internationally. A chartered Chemical
Engineer, she has held a number of senior
safety and engineering project management
roles in the offshore oil and gas industry,
including for BP and BHP Petrolaum.
Moving to Centrica in 2008, Myrtle
performed a number of senicr executive
roles encompassing engineering, project
management, technology and digital
transformation including leading the team
responsible for safety-critical, customer-
facing residential assignments, She holds

a Masters in Chemical Engineering and
Chemical Technology from Imperial College.

External appointments: Solution Centre
Director for the Net-Zero Technology Centre;
Non-executive board member of the Centre
for Process innovation; member of the
Technology Leadership Board; Fellow of the
Institution of Chemical Engineers, the Energy
Institute, the Forward Institute and Honorary
Fellow of the Association for Project
Management.

Nationality: British

Anthony Green & ®
Group Employee Direclor

Appointed: 15 Septembear 2020

Key areas of expertise: Transportation,
Employee Engagement, Safety, Learning
and Development

Skills and experience: Ant is a bus driver
and & trainer for First Bus. He has been the
Employee Direcler of First Essex Buses Ltd
since 2014, a company he joined in 2009.

In 2015, he was seconded to roll out Be Safe
the Group's safety behavioural change
programme. Since then Ant has trained
more than 1,800 colieagues and coached
leaders on the implemeantation of successfuf
safety techniques. Prior to joining First Essex,
he worked at retailer Homebase for 16 years
including in several managerial positions,
and also volunteered at St John Ambulance.

Nationality: British
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Claire Hawkings @ @ ®
Independent Non-Executive Director

Appointed: 21 January 2022

Key areas of expertise: Sustainability
Strategy, Business Transformation,
Governance, Cormmercial Transactions,
Performance Management and

Energy Transition

Skills and experience: Claire has more
than 30 years' business experience,
principally in the energy sectar, and has held
UK and international leadership positions,
most recently with Tullow Qil plc, and pricr
to that with BG Group ple and British Gas
plc. Claire is an environmental scicntist and
an experienced environmental, social and
governance (ESG) professional and holds

a degree in Environmental Studies awarded
by Northumbria University and an MBA
from Imperial College Management Schoal.
She is also a Fellow of the Energy Institute.

External appointments: Non-Executive
Director and Chair of the ESG Committee
of Ibstack ple, a Non-Executive Director

of James Fisher and Sons plc and a
Nen-Executive Director of Defence
Equipment and Support, a bespoke trading
entity and arm’s length body of the Ministry
of Defence.

Nationality: British

Jane Lodge O & ®
independent Non-Executive Director

Appointed: 30 June 2021

Key areas of expertise: Transportation/
Travel/Engineering and Infrastructure,
Corporate Finance/M&A, Governance

Skills and experience: jane spent her
executive career with Deloitte, where

she spent more than 25 years advising
mulinational companies including
businesses in transport, leisure, consumer
and technology sectors, Since 2012 she has
served as a non-executive director ang audit
committee chair at several UK pubhc
companies in a range of sectors. Previous
roles include non-executive director of Sirius
Minerals plc {(2015-2020, when the company
was acquired by Angla American plc),
Costain Group ple and of Devro plc
(2012-2020) and nen-executive director and
audit cornmittee chair of DCC plo
(2012-2022). In addition to broad internationat
experience in a range of sectors, Jane brings
substantial audit, risk and audit committee
expertise to the Board.

External appointments: Non-executive
director and audit committee chair of
Bakkavor Group plc; Non-executive
director and remuneration committee

chair of Glanbfa plc; Non-executive director
and audit committee chair of Tl Fluid
Systems plc.

Nationality: British

Former Directors who served for part of the year:
Warwick ancl Julia steppedt down from the Board following the Al

Warwick Brady
Independent Non-Execluitive

Executive Committee members

Graham Sutherland
Chief Executive Officer

David Blizzard
Group Company Secretary
1 Stepped down from Exe

Julia Steyn
Independent Non-Executive
Direclor Director

Ryan Mangold
Chief Financtal Gfficer

Rachael Borthwick?
Group Co
ittee at the end of July 2022,

on 27 July

Janette Bell
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Managing Director. First Bus

PeterLynas @® @ ®

Senior Independent Non-Executive Director

Appointed: 30 June 2021

Key areas of expertise: Defence and
Aerospace, Government Contracting,
Turnaround, Corporate Finance/M&A,
Pensions, Governance

Skills and experience: Peter was group
finance directar of BAE Systerns plo {and

a director of BAE Systems, Inc.) from 2011
until his retirement in 2020, having previously
served In increasingly senior financial and
M&A roles since joining the company in
1699. Peter’'s early career was spent at

De La Rue Systems, which he joined as a
trainee accountant, and then GEC Marconi
fram 1985 to 1899, where he becams
finance director of Marconi Electric Systams,
In addition o his strong strategic and
financial background Peter brings to the
Board extensive experience in heavily
regulated industries with significant
contractual relationships with government.

External appointments: Non-executive
director and audit committee chair of
S8E pic since 2014,

Nationality: British

Steve Montgomery
Managing Dirsctor. First Rail



Directors

Myrtle Dawes joined the Company as a
Non-Executive Director on 1 April 2022
and Graham Sutherland jcined as Chief
Executive on 16 May 2022, t laving been
Executive Chairman since September of
2021 and, after a short handover of the
executive responsibilities to Graham, |
was very pleased to return to my role ag
fnon-executive) Chairman.

Warwick Brady and Julia Steyn stepped
down from the Board at the AGM on

27 July 2022 and | would formally like to
record my thanks to both Warwick and Julia
on behalf of shareholders for their support
and counsel throughout their time on the
Board.

The Company has formal procedures to
raview and if appropriate authorise conflicts
of interest and these have operated
effectively throughout the year.

The Board carries out an annual review

of the independence of its Non-Executive
Directors, All the Non-Executive Directors
are considered to have the appropriate skills,
knowledge, experience and character to
bring independent and cbjective judgment
and valuable insights to the Board's
deliberations. The Chairman was considered
to be independent on appointment.

Ant Green has served as an Employee
Director throughout the year and has
continued to act as an effective channel 1o
put the veice and sentiment of the workforcs
into the Boardroom. Ant Green and the
Executive Directors are not considered to be
independent.

The biographies of all the current Beardg
members are set out starting on page 88.

Following a recommendation from

the Nomination Committee the Board
recommends that all Directors are
reappointed at the AGM where they will offer
themselves for re-election.

As noted above, the Board has documented
a split of responsibilities between the
Chairman and the Chief Executive Officer,
and we have agreed responsibilities for

the Committee chairs, Senior Independent
Director and Non-Executive Directors. The
Board reviewed and reconfirmed these
arrangements in March 2023 and they are
summarised on page 87 and available in full
on our website.

Commitment

All Directers are expected to attend each
Board meeting and each Committee meeting
for which they are members, unless there

are exceptional reasons preventing them
from attending. The attendance levels were
excellent in FY 2023,
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The Nomination Commities adepted an
aver-boarding policy in early 2022 to make
sure Directors had sufficient time 1o fulfil
their obligations and has applied this when
raviewing additional appointments for
existing Board members. All Directors are
within the limits set by the policy. Further
detall is provided below In the report of the
Nomination Commitiee.

Culture

FirstGroup is Values-based and has five
values:

s Committed to customers

= Dadicated 10 safety

= Supportive of each other

® Accountable for performance
» Setting the highest standards

These Values underpin decisions taken at
all levels of the organisation and are wholly
consistent with the duties of Directors. The
Board monitors culture in a variety of ways
receiving information from mary sources
1o enable them to understand and monitor
the culture of the organisation. The primary
sources are:

» Regular updates from the CEO and CFO
within their reports to the Board

a The reports from the Group Employes
Director

8 The results from engagemaent surveys

= Review of calls to the confidential
whistleblowing hotline

= Pegple sections of reports to Responsible
Business Committee

a Meeting people when the Board visits the
Group's operating locations

Additionally, the Board receives updates on
adherence with the Ethics and Compliance
training programmes that reguire emplcyees
to compiete a regular programme of training
that is relevant to their role and includes

IT Security training, Anti-ribery, modern
slavery and compstition law training.

We formed the Responsible Business
Committee at the start of FY 2023, the
Commiites has met four times and
considered a range of very important topics.
The Committee has covered employee
welfare, environmental matters and
community engagement, We are pleased
to have set a science-based smissions
reduction target, consistent with limiting
global warming to 1.5°C, that has recently
been approved by the SBTI. Read more
about this on page 43. The Committee
has had oversight of the matters set out in
the Responsible business section of the
Strategic report starting on page 38. The
governance of the Responsible Business

Committee is within this Report on page 106.

Compliance with the UK Corporate
Governance Code

1 Basis on which the company
generates and preserves value

This is covered in the Strategic report
on pages 03 to 82.

2 The Board should assess and
monitor culture

As set out on this page the Board
monitors culture through a variety of
sources throcughout the ysar.

3 Engagement with major
shareholders

The regular engagement with
sharsholders is led by Executive
Directors and regular roadshow events
with our larger sharsholders following
the publication of results.

The Chairman, Committeg chairs and
the Senior Independent Director are
available to sharehclders on request
and if there is a matter requiring
shareholder input the most appropriate
Director will engage with sharehclders.

4 Action if 20% of shareholders vote
against a proposal
Not applicable in FY 2023 — all
proposals at the 2022 AGM recelved
over 80% support from shareholders.
If this had not been the case then
the Board would expect tc engage
with shareholders and provide the
necassary explanations as required
under the Code.

5 Views of key stakeholders and
S172 statement

A comprehensive section 172
statement is set out an page 81 within
the Strategic Report. The Company
has appointed Ant Green, a Director
from the waorkforce who updates his
fallow Directors on the views from the
workforce {o each Board meeting.
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Board meetings

Board meetings focus on strategy and financial and business performance. The key matters

censidered by the Board during the scheduled meetings are set out below.

Views of shareholders following the roadshow conducted with larger

shareholders following the publication of the annual results

May Board evaluation
Year-end matters — approval of annual report
Review of whistleblowing incidents and procedures
Review of Risk disclosures in the Annual Report
July Progress on the discussions with | Squared
September Strategy Reviews
Modern Slavery Statemeant and Actions
November Half year results
Update on Strategy and Gapital Aflocation
January Strategic updates
(in Glasgow) Budget Assumptions

Investor relations and communications update

March

Budget review and approval

At each meeting the Board receives an
update from any of the Board Committee
meetings that have been held since the

last meeting together with a presentation
from the CEQ, the CFO, the Head of the rail
Division, the Head of the bus Division, the
Group Employes Director and the Company
Secretary.

In addition to the scheduled meetings
there were four additional Board meetings
arranged for the Board to review the offer
from | Squared for the Company, the

bid for the first tranche of bus franchise
arrangements in Manchester, matters
connected with the buyback launched

in December 2022 and the operational
challenges within the Ralil division.

Furthermore, the Board appointed a
number of Committees to consider specific
transacticns or matters that had been
discussed by the Board.

In January 2023, the Board met in Glasgow
and had the cpportunity to visit two bus
depots to observe the operations and meet
colleagues working at these sites. The Board
intends to hold two meetings at operating
sites in FY 2024,

Unsolicited offer for the Company

As shareholders will be aware we received
a number of unsclicited proposals from |
Squared.

Fallowing the approach from | Sguared the
Beoard decided to appoint a committee to
consider matters relating to the approach.
All Board members werg invited to

attend meetings of the Committee. This
Committee met six times between April and
August 2022,

As announced on 16 August 2022 the
unsolicited offers received from I Squared
resulted in a final proposal {the ‘Proposal’}
on 15 August 2022 of 135p per FirstGroup
share (comprising 133.9p plus the 1.1p final
dividend that was paid on 19 August 2022)
together with further contingent value

from the First Transit earnout. The Board
carefully evaluated the Proposal, together
with its advisers, and concluded that the
cash component significantly undervalued
FirstGroup's continuing operations and its
future prospects, and the contingent value
did not provide shareholders with sufficient
certainty
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Compliance with the Corporate
Governance Code

C Necessary resources and control
framework

The Board has delegated the
day-to-day running of the Company
to the Chief Executive Officer who,
with the Executive Committee, will
ensure that their teams have the
necessary resources in place to meet
their objectives. The Board, via the
Nomination Committee reviewed the
talent and succession planning to
help ensure the Company has the
right teams 1o deliver on the Group's
objectives.

6 Work{orce concerns (known as
whistleblowing)

The Board routinely reviews all
concerns raised by the workforce
twice each year. If a sericus concern
were fo be raised between the
reviews, it would be escalated to the
Board rather then waiting until the next
report was due.

D Responsibilities and engagement
with shareholders and
stakeholders

There is a comprehensive programme
to engage with sharehoiders and
stakehaolders. The engagement with
the different stakeholders is set out in
the Strategic report with the relevant
section starting on page 78,

E Workforce policies and practices

The Group has a comprehensive
framework of polices and practices
that are aligned with the values and the
long-term success of the Company
and examples of the practices are set
out within the ‘Supporting cur People’
section of the Strategic Report that
starts on page 47. The relevant polices
are owned by the Human Resources
teams and cover the full range of
employment issues expected for a
diverse workforce.



Induction

On appaintment all new Directors receive
a comprehensive induction that is taflored
to their experience, background and areas
of focus. Both Claire Hawkings and Myrtle
Dawes completed a tailored induction
programme during the year.

The programme is designed 1o help

the new Director hecome i lly Affertive

in their role as quickly as possible with

a good understanding of the Group's
businesses, key drivers of operational

and financial performance, the role of the
Board and its committees, the approach
o corporate governance and the duties
and responsibilities of being a Director of a
publicly listed compaity.

Continuing professional development

Following discussions during the first part of
the year two separate training sessions were
crganised for the Board. One covered an
update on the UK Regulatory Compliance
regime with a focus on infernal controls

and the second covered TGFD reporting
cbligations and net-zero considerations.

In addlition to the sessions above, from time
to tme the Directors attend seminars and
round table discussions aligned to their areas
of responsibility or interest,

Shareholder engagement

Primary responsibility for shareholder
engagement sits with the Executive
Directors.

The Executive Directors meet with larger
shareholders twice each year, normally
shortly after publication of the annual or
interim resulis and at other times if required.
During the financial year a number of other
mare detailed teach-in sessions on the
operations of the two divisions took place
with Janette Bell and Steve Montgomery
joining the Executive Directors for the
meetings.
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Compliance with the Corporate
Governance Code

F Chairman leads the Board and is

responsible for its effectiveness

The Chairman is responsible for
leading the Beoard and its effectiveness.
The duties are set out in a document
published on the Company’s website.
The effectiveness of the Chairman is
reviewed annually as an important part
of the Board evaluation process led by
the Senior Independent Director,

Appropriate combination of
Executive and Non-Executive
Directors

There is an appropriate division of
responsibilities between the Exscutives
and Non-Exacutives. The matters
reserved to the Board are clearly
defined and all significant transactions
would come befere the Board.

Non-Executives have sufficient
time to meet responsibilities

The Non-Executives have sufficient
time to meet their responsibilities — this
is supported by the high attendlance
levels at the additional Board and
Committee mestings that have

been arranged during the year. The
over boarding policy adopted by

the Nomination Committee in 2022
helps ensure that Directers are not
too busy to effectively discharge their
responsibilities.

Conflicts of interest

The Board reviews all Directors’
external appointments twice each
year to confirm that they do not create
a conflict of interest. If a Director had
a conflict in respect of a particular
contract or arrangement being
considered by the Board, there is a
process for the Director te declare that
conflict and the Board would decide
whether or not it was appropriate

for the Director to be involved in
discussion on that matter.

Concernsheldby a NED on
resignation

No such concems have been raised
during the period under review.

Chairman independent on
appointment

David Martin was independent on
appointment. The Board recognises
that Mr Martin served as executive
chairman from September 2021 until
30 June 2022.

10 Identification of independent NEDs

1

=y

The Board has concluded that
Sally Cabrini, Myrtle Dawes, Claire
Hawkings, Jane Lodge and Peter
Lynas are independent in character
and judgment,

At least half the Board is
independent

Five of the nine Directors are
independent and are considered by
the Board 10 be independent. In the
first part of the year seven of the sleven
Directors were independent.

12 Appointment of senior independent

director and review of Chairman

Peter Lynas was appointed as the
Senior Independent Director on

30 June 2021. Mr Lynas led the
Non-Executive Directors’ review of
the Chairman's performance and
he discussed the feedback with the
Chairman.

13 Non-Executives’ role

The Non-Executives hold Executive
Directors 1o account and regularly
meet, normally at the conclusion of
each Board meeting, without any
members of the executive team.

14 Roles of Chairman, Chief Executive

and Senior Independent Director
and Committee terms of reference

The responsibilities for these roles

are set cut in writing and following
the Board's review in March 2023

the document has been publicly
available on the Company’s website.
Each Committee reviewed their
terms of reference in March 2023 and
recommended changes wers approved
by the Board. The updated terms

of reference for the Committeas are
available on the Company’s website.

15 - See page 98

The Board supported by the
Company Secretary should ensure
that it has resources to function

16 Access 1o and appointment of the

Company Secretary

The appointment or removal of the
Company Secretary is reserved to the
Board. Since appeintment cn 1 April
2022, David Blizzard has worked with
the Chairman and Committee Chairs
to support them to discharge their
responsibilities.

Ali Directors have direct access to the
Company Secretary and governance
rmatters are raised with the Board as
thay arise.
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Board continued

Diversity and inclusion

We believe that a diverse warkforce that
represents the communities in which we
operate is vital to the Group's success, We
value the differences each calleague brings
to their role, making the Group stronger

and better able to meet the needs of cur
customers and the communities in which we
operate.

Board diversity

The Group has selected 25 March 2023
as the reference date for the data provided
below. Throughout the period under
review and on the selected reference

date the Gompany has complied with

the requirements that at least 40% of the
Board are woman and also at least one

member of the board is from a minority
sthinic background. The Company has not
complied with the external target that at least
one of the senior board positions {Chair,
Chief Executive Officer, Senior Independent
Director or Chief Financial Officer) is a
woman.

The Audit Committee, the Remuneration
Committee and the Responsible Business
Committee are all chaired by women, The
Nomination Commitiee is committed to

a meritocratic appointment process and
as and when one of these roles becomes
available it will ensure a diverse long-list of
candidates.

Reporting table on sex / gender representation

There have been no changes to

the composition of the Board since

25 March 2023. All Directors and members
of the executive management team are
based in the UK and have been wiling to
freely disclose the information required

for the disclosures below. Our approach

to collecting the data has been to ask the
relevant people for the information.

The required tables reporting on sex/gender
and ethnic representation are set out below.

The diversity data for levels below the Board
is set out in the Supporting our pgople
section starting on page 47.

FirstGroup plc
Board of Directors

Specified
Senior Positi

5

Number of senior
positions on the Board

Executive Management
{defined as the Executive Committee}

Number of Percentage of (CEOQO, CFO, SID Number in executive Percentage of the

Beoard members the Board and Chair) management executive management
Men 5 55.6% 4 4
Women 4 44.4% 9] 1
Overall Nat specified
prefer not to say — - - - -
Reporting table on ethnicity representation

FirstGroup plc Specified Executive Management

Board of Directors

Number of
Board members

White British or other
White {including
minority-white groups) 8

Mixed/Multiple Ethnic
Qroups ) -

Senior Positions

Number of senior
positions on the Board
(CEO, CFO, SiD

and Chair)

Percentage of
the Board

{defined as the Executive Committee}

Number in executive Percentage of the
management executive management

5 100%

Asian/Asian British _

Black/African/
Caribbean/Black
British 1

11.1%

Other ethnic group
including Arab -

Not specified
prefer not to say —
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Board evaluation

The Board recagnises that to comply with the
UK Code on Corporate Governance it would
have been abliged to conduct an externally
facilitated review in Y 2023. Following the
changes to tha Board in the first half of the
year, the Board concluded that it would

be preferable 1 allow the new working
relationships and patterns to develop further
before conducting an external review. The
Board felt that better value would be obtained
by conducting an external raview in FY 2024,

The Company Secretary was asked to
facilitate the internal review which involved the
completion of a questionnaire for the Board
and each of its Committees. The outputs
from the questionnaires were consolidated
into a Board paper for discussion. The

Introduction Strategic report

Govemance report Financial staterments

quantitative results for the Board were an
average score of 4.1 against a maximum

of 5. The average score in FY 2022 was
4.0. The scale used for the Committees
was changed for FY 2023 and whilst not
directly comparable the guantitative scores
were broadly similar to those in FY 2022.
The review of the Chairman was cenducted
by the Senior Independent Director who
held meetings with the Non-Executive and
Executive Directors and provided feedback to
the Chairman.

The Board reviewed and discussed the
results, noting progress made in the areas
of focus from the evaluation conducted in
March 2022 and agreecing the new areas

of focus for the coming year. The progress
and naw areas of focus are set out in tabular
form below.

Actions and progress from the Board Evaluation conducted in March 2022

Area of focus

Progress

Board composition and dynamics

Create opportunities for the Board to
spend more time together outside Board

meetings and to meet a broader group of the
management téam

Board and C;mmitt;é'sﬁbp'o'ftw

Company Secrgtarial team to improve the
service to the Board, its committees, and the
Group

The return to physical mestings enabled

the Board to spend more time togsther.

The meetings held in Glasgow in January
provided a good chance {o meet a number
of members of the management team of the
business in Scotland.

The results of the FY 2023 exercisé' reflected
a significant improvemenit in this area.

Effectiveness of the m?eetings

Quality of Board papers to be further
enhanced with more focused papers to be
provided to Directors

Irggrg;;ements made and the new CEC has
redesigned the key performance indicators
provided to the Board

Talent and succession

A detailed visw of the Gompany's talent and
succession plans to be presented to the
Board during the year
Stakeholders

Improve the Board’s understanding of
the views of customaers, suppliers and the
communities served

This was delegated to the Nomination
Committee {attended by all Board members)
and a detailed presentation was received in
November.

Some significant steps through the work of
the Responsible Business Commitise.

Actions from Board Evaluation conducted in March 2023

Area of focus

ActiQAn_ _

Board composition and aﬁémics

Create dbéortunlties for the Board to meet a
wider group of senior leaders both within the

__Boardroom and other settings

Conduct of méetings / Board
Support

Quality of Board reporting to be enhanced
with more focused papers using exscutive
summaries, signposting and reduce
repetition

Stakeholders

Gontinue tc improve the Board's
understanding of the views of customers,
suppliers and communities served

Talent and succession

Build on improvements made in FY 2022

The first action above will also support the
Board's work in this area of fgquﬂsw

Compliance with the Corporate
Governance Code

L Annual evaluation process

21 Formal and rigorous annual
evaluation

The Board and its Committees
conduct an annual evaluation procass
that addresses a broad range of topics
in¢luding the Board composition and
effective working practices.

The Company secretary was asked
to lead the review. The explanation far
this deviation from the Code provision
is set out in the section above dealing
with the Board Evaluation.

22 Act on results of evaluation

The Beard agreed actions following the
2022 svaluaticn and acted upon the
findings and has reported against them
this year. The actions from the 2023
review are also set out in the report and
the Beard intends to report on progress
in the Annual Report next year.
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Nomination Committee report

David Martin
Chair, Nomination Committee

Main responsibilities

The primary role of the Nomination
Committee is to ensure that the Board has
the appropriate skills, knowledge, experience
and diversity 1o operate effectively

and deliver strategy. The Committee is
responsible for identifying the skills required
and leading the Director appointrment
process and considering succession
planning for Directors and other Senior
Executives.

The terms of reference are avaiiable on the
Group's website,

Committee members:

David Martin {Chair)
Sally Cabrini

Myrile Dawes

Ant Green

Claire Hawkings
Jane Lodge

Peter Lynas

Warwick Brady (until 27 July 2022)

Dear Shareholder,

The Nomination Committee had a quieter

; year given the number of changes
* completed in the previous financial year and

the progress that had been made regarding
the appeintment of a new Chief Executive
Officer last year.

Following feedback from the Board
effectivenass review conducted around the
last year end we increased the membership
of the Nomination Committee to include all
the Neon-Executive Directers. This change
meant that we had broader range of

views for this year's meetings which was
particularly beneficial as the focus of the
work was on talent and succession planning
for the Exacutive Directors, the Executive
Committee, and the levels below.

| David Martin
: Chairman
< 8 June 2023
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Compliance with the UK CGorporate
Governance Code

17 Establish a nomination committee

The Board has established a
nomination committee and its
membership complies with the Code
reguirements.

18 Annual re-election of all directors
Following the year-end and having
reviewed the output from the Board
effectiveness review it was agreed that
all Directors would stand for re-election
at the Company's AGM in July 2023.

19 Chairman’s tenure less than nine
years
The Chairman was appointed to the
Board in August 2018 and his tenure is
well within the limit set by the Code.



Activities during the year

At the start of the year the Committes
completed the final part of the process

to recommend to the Doard that Graham
Sutherland be appointed as CEQ. The
Committee engaged Sam Allen Associates
Limited as executive search consultant for
this role.

The Non-Executive Diractors are relatively
new to their roles on the Board and the
Committee did not consider that any further
changes to the Board were required during
the year. The tenure of the current Directors
is shown in the table bslow.

In July, the Committee considered the
compaosition of the Board Commitiees with
the impending departures of Warwick Brady
and Julia Steyn and the Board approved
the Committee changes put forward by the
Namination Committee. These changes
ware to appoint all the Non-Executive
Directors to the Nomination Committee
and to appeint Claire Hawkings to the
Remuneration Committes. These changes
were effective from 27 July 2022

The Nomination Gommittee reviewed

a presentation from the executive team

in November looking at the policies and
processes applied throughout the Group
to talent and succession planning. The
Committee reviewed the succession plans
for senior roles in the Group functions,

the bus and rail divisions and the primary
operating companies in the two divisions.

The Committee reviewed the continuing
professional development plans for the
Directors and additional briefing sessions

were organised on TCFD and Internal control

frameworks,

The Executive Directors and the Divisional
Managing Directors attend maetings by
invitation of the Chairman and during

the year attended to present the talent

and succession plans for their areas of
respongiiiity. The Committoc is supperted
by the Company Secretary who has
attended all mestings during the year.

Introduction Strategic report
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Policy on appointments to the Board

The Committes recognises the value that
individuals from diverse backgrounds

can ing to Doard deliberations. The
Committee considers diversity in its

wider sense including gender, length

of tenure and nationalities. In line with

the Committee’s diversity palicy when
considering the appeintment of a new
Director the Committes adopts a formal,
rigorous and transparent procedure and
due regard is given to ensuring fairnsss
and diversity through the consideration of
skills, experience, competencies, sector
knowledge, independence and individual
characteristics. Prior to any appointment
the Committee evaluates the composition
of the Board and, in light of that evaluation,
prepares a full description of the role and
capabilities required. In identifying suitable
candidates, the Committes;

= ysas open acvertising or the services of
external advisers to facilitate the search;

= considers candidates on merit and against
objective criteria ensuring appointees
have sufficient time to fulfil their Board
and Committee responsitilities (giving
due consideration to the Company’s over
boarding policy describad above); and

= considers candidates from a wide range of
backgrounds.

Compliance with the UK Corporate
Governance Code

J Appointments subject to a formal,
rigorous and transparent process.
An effective succession plan
should be maintained for the Board
and senior management
During the year as set out above the
committea undertock a raview of
successicn plans for the senior roles in
the organisation.

K Board and committees have
combination of skills experience
and knowledge

The Board effectiveness reviews
confirmed that the Board and
Committees felt they had an
appropriate combination of skills,
experience and knowledge to discharge
theair functicns.

20 Open advertising/search
consultancy for NED roles

An external search consultancy was
used for the NED appointments made
during 2022 and as reported last year
used ISP to lead the searches. The
Nomination Committee anticipates that
this approach would be adopted for
future appointments.

L, 21 and 22 see page 95

23 Work of the Nomination Committee

The work of the Nomination Committee
is set out in this report
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Nomination Committee report continued

Over-boarding policy

The palicy adopted in 2022 and has

been applied when reviewing additional
external appointments and will be applied
to appointments to the Board. Under the
policy Directors may hold five mandates on
publicly listed companies. For the purposes
of calculating this fimit:

# 2 non-executive directorship counts as one
mandate;

» 2 non-executive chair counts as two
mandates; and

= g position as executive director {ora
comparable role} is counted as three
mandates.

The Company will consider the nature
and scope of the various appointments
and the companies concerned, and if any
exceptional circumstances exist.

The table below shows tenure and total
mandates held by the current Directors
including their appointment to the
FirstGroup Board.

Appgointment End of current Mandates

Position Members ~  date = 3-yearterm held’
Chairman DavidrMartin jEAugust 2018 August 2025 2
S (ail 1
pril 2022 4
Non-Executive ] - . T
Directors Olaire Hawkings 1 .January 2022 = - January 2025 3
77777777777777 Jane Lodge 30 June 2021 June 2024 4
Peter Lynas 30 June 2021 June 2024 2
Employee Director B 777A[1t9r?§p 15 SeplemberK 2070 Segsr_n?q 2023 1
Graham Sutherland 18 May 2022 n‘a 3
Executive Directors ————————- — = R
Ryan Mangold 31 May 2019 na

1 Anon-executive directership on a listed company counts as one mandate; a chairman of a listed company
counts as two mandates and a position as an executive director counts as three mandates
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Compliance with the UK Corporate
Governance Code

15 Time demands considered on new
appointments

The over-boarding policy provides
guidance which means these issues
can be considered consistently and
objectively. The table on this page
demonstrates that all Directors are in
compliance with the policy.
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Audit Committee report

Jane Lodge
Chair, Audit Committee

Main responsibilities

The primary role of the Audit Committee

is to review and monitor the integrity of

the financia reporting by the Company,

to review the Group's internal control and
risk management systermns, to oversee the
Group's Internal Audit functicn, to aversee
the relationship with the external auditor and
10 report to shareholders on its activities.

The terms of reference are available on the
Group's website.

Committee members:

Jane Lodge {Chair)
Claire Hawkings
Peter Lynas

Warwick Brady (until 27 July 2022)
Julia Steyn {until 27 July 2022)

Dear Shareholder,

| am delighted to introduce thea report from
the Audit Commiittee for the 52 weeks endad
Zh Maren 2U23.

The report provides an overview of the
activities undertaken by the Committes
during the year and explains the significant
issugs and judgments that the Committee
considsred during the year and, in particular,
when approving this Annual Report.

The Audit Committee has a key governance
role and, on behalf of the Board and
shargholders, reviews important matters
relating to financial reporting, internal
controls, risk management and compliance
with regulations and legislation.

This report provides an overview of the
Committee’s principal activities and areas
of focus during the year together with the
priorities for the year ahead. As part of the
half-year reporting process the Committee
carefully considered, amongst other things,
the valuation of the First Transit earn out,

| assumptions arcund the valuation of the
. pension schemes and distributable reserves.

The primary issues considered at the
i year-end are set out in a table on page 101.

 The work on intarnal controls to improve
i risk and financial management across the
- Group that was a priority for this year has

orogressed well. The work is ongoing as the
new governance regulations are yet to be
published. We will continue to work on this in
the coming year.

Jane Lodge
Chair, Audit Committee
8 .June 2023

Financial statements

Compliance with the Corporate
Governance Code

24 Establish an Audit Committee

The Board has established an Audit
Committee, currently it has three

members, &l of whom are independent

directors, two {Jane Lodge and Peter
Lynas} have recent and reievant
financial experience and the requisite

competence in accounting to mest the

Code requirements, The Committee
has sufficient sector-relevant
compstence to discharge its duties.

25 Gommittee’s role

The Committee’s role is summarised
in the report that follows. The terms
of reference are on the Company’s

website. The Committee is comfortable

that its role meets the Code
reguirements.

26 Annual Report to describe work of

committee

This Report discharges this Code
Provision.

FirstGroup Annual Report and Accounts 2023
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Audit Committee report continued

Composition and Committee
attendance

The membership of the Committee is shown
on page 99 and attendancs is set out on
page 86. Jane Lodge and Peter Lynas have
recent and relevant financial experience and
the requisite competence in accounting.
Claire Hawkings, the other member of

the Committes, has the necessary skills

and financial literacy to discharge her
responsibilities,

The Chairman of the Board, the Chief
Executive Officer, the Chief Financial Officer,
the Company Secretary, the Director of
Finance, the Head of Internal Audit, the
Group Head of Financial Reporting and

the External Audit partner routinely attend
meetings of the Committee. In adaition,
others are invited to attend all or parts

of meetings as required 1o provids the
Committee with additional insight on relevant
matters. Other members of the Board have
an open invitation to attend Committae
meetings and they did so on a number of
occasions during the year under review. The
GCommittee holds private sessions without
management present and regularly meets
with the Internal and External Auditors (again
without management prasent).

100

Summary of Committee activities
throughout the year

The Gommittee has an extensive agenda

of items of business focusing on financial
reporting, internal control, risk management,
internal and external audit, in addition to
certain standing matters that the Committee
considers at each meeting as well as any
specific topical items that arise during the
course of the year,

During the year, the Committee fully
discharged its responsibilities under the
terms of reference and these broadly fall
under three areas

Accounting, tax and financial reporting

® raviewed and approved the half year and
annual results considering the significant
accounting policies, principal estimates
and accounting judgments used in their
preparation, the transparency and clarity of
disclosures and compliance with financial
reporting standards

= raviewed the basis for preparing the half and
full year accounts on a going concern basis
with input from the external auditors

m considerad and approved management's
assessment of the Group's prospects and
longer-term viability contained within the
Annual Report

= received reports from management and the
external auditors on accounting, financial
reporting regulation and tax issues

» raviewed and assessed whether the Annual
Report taken as a whole was fair, balanced
and understandable

= reviewed the Non-Audit Services Policy, Tax
Strategy, Treasury Policy and the application
of the Adjusted ltems Policy

= reviewed the assumptions such as future
growth rates, cash flows and discount rate
used in the impairment models and the
output from the impairment review

= reviewsd the non-GAAP measures in the
Company'’s reporting

» reviewed the accounting treatment of the
disposal proceeds from the North American
property sale

u reviewed assumptions of the fair value
calculation for the First Transit earnout

» raviewed the assumptions used to calculate
the pension kabilities
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Internal control, risk management and
internal audit

= reviewed the structure and effectiveness of
the Group's system of risk management and
the related disclosures in the Annual Report
and financial statements

= reviewed the Group’s risk management
activities undertaken by the divisions and
at Group level in order to identify, measure
and assess the Group’s principal and
emerging risks and review the risk appetite
statement, developed by management, for
recommendation to the Board

= gpproved the annual internal audit plan and
reviewed reports from the internal audit
team relating to control matters, monitorad
progress against the plan and any deviations
were agreed

= monitored the Group's insurance .
arrangements, insured and uninsured claims
and material litigation

= reviewed plans and progress to enhance
the internal contro! environment ahead of
expected regulatory and legislative changes

External audit

= considered and approved the scope, audit
plan, terms of engagement and fees for
the external audit werk to be undertaken in
respact of +Y 2023

m received reports from the external auditor on
their findings during the half-year review and
the full-year audit

= considered the cbjectivity and
independence of the external auditor and
the affectiveness of the external audit
process, taking into account their policies ;
to maintain independence, non-audit work
undertaken by the auditor and comipliance
with the Company's Policy on the provision
of non-audit services and applicable
regulations

m considered and approved the letters of
representation to the external auditors

= considered and recommended to the Board
the reappointment of the external auditor at .
the AGM
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Key accounting judgments reviewed during the year/Significant issues
The matters the Committee considers to be significant for the FY 2023 Annual Report and Financial Statements are as follows:

Significant issues and judgments

Pension assumptions and funding

The Group participates in a number of defined benefit pension
schemes. Management exercises significant judgement when
cletermining the assumptions used to value the pension liabilities

as these are particularty sensitive to changes in the underlying
assumptions. Scheme valuations were conducied during the vear
and changes were made to the assumptions which were considered
to be in acceptable ranges.

Recovery of investments in subsidiaries
(parent company only)

Investments held by the parent company in subsidiary undertakings
were tested for recoverability. Management assessed discounted
cash flows in the Bus division based on the final Three-Year Plan

to March 2026 adjusted for debt and debt like items. The financial
impact of cimate change risks was a key consideration. The
investments were considered 1o be recoverable.

Going concern and viability

The Group regutarly prepares an assessment detalling available
rasources to support the going concern assumption and the
long-term viability statements. Management concluded that the
financial staternents should be prepared on a going concern basis
and thera were no material uncertainties which require disclosure.
We continue to provide essential services to our customers

and the communities we serve and anticipate doing sc for the
foraseeable future.

How the Audit Committee addressed these issues

Management engaged with external experts and the Committee
considered and challenged the assumptions used for estimating the

liabilities. Sensitivity analysis was performed on the key assumptions:

inflation, discount rate and mortality. The overall liabiities were
assessed for reasonableness. Further detail on pensions is provided
in note 37 in the consolidated financial statements.

The Committee received reports from the management team and
the external auditors on the recoverability of the parent company’s
investments in subsidiaries and concluded that the assessments
were reasonable.

The Committee reviewed and challenged management’s funding
forecasts and sensitivity analysis and the iImpact of various possible
downside scenarios, which took into account the pace of improving
operating margins in the Bus division, changes to the contract
porticlio and the level of performance fees in the Rail Division, and
ESG related risks including climate change. Following the review,
which the Committee carried out at its meeting in June 2023, the
Committee recommended to the Board the adoption of bath the
going concern and viability assessment, and the related statements
for inclusicn in this report.
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Audit Commiittee report continued

Internal control
framewaork/assurance

The Board is responsible for establishing

a framework of prudent and effective
controls, which enable risk to be assessed
and managed. Periodic review and ongoing
monitoring of risk management and

internal control frameworks are essential
components of any sound system of risk
management and internal control.

The Committee monitors the Company's
risk management and internal control
systems and, in addition to periodic reviews
by the Committee the Board undertakes an
annual in-depth review of the effectiveness
of internal controls including the operation
of financial, operational and compliance
controls,

The Committes alsc guides the Board on
the nature and extent of the principal and
emerging risks the Company may be wiling
10 take in order 10 achieve its long-term
strategic objectives. The cutput from this
system is the Company's risk appetite policy,
which is subsequently reviewed by the
Board.

The process the Committee applied in
revigwing the effectiveness of the system of
risk management and internal control is set
out below, together with a summary of the
actions that have been or are being taken to
improve the overall control srvironment.

Internal controls

The Committee receives regular updates
on the Group’s systern of internal control
including progress made to the overall
programme and congclusions on the design
and effectiveness of key controls, mitigating
financial, cperational and compliance

risk. Management intends to continue to
improve the standardisation, documentation
and testing of internal controls to give the
Committee greater comfort around the
effectiveness of the conirol environment.

Overall, the Committee is satisfied that the
Group's internal control framework was
operating effectively as at the year end.

The Group has iniiated a project in
anticipation of the UK Government’s
corporate reform changes, Management
with support of external advisors have
completed assessments of financial
statement risks, fraud risk and non-financial
reporting readiness. Key business processes
and |T controfs have been documented and
control improvements are in the process of
being identified with gaps to be remediated
during the forthcoming financial year,

A target operating model has been designed
with an independent ‘second line of defence’
team to begin testing controls towards the
end of the 31 March 2024 financial year.

The Committee will continue to oversee the
improvement programme that has been
put in place to enhance the internal control
framework.

Risk management

The Board, through the Committee, is
responsible for determining the nature and
extent of any significant risks the Group

is willing to take In order to achieve its
strategic chjectives and for maintaining
sound risk managerment and internal

controf systems. The Commitiee oversees

a Group-wide system of risk management
and internal control that identifies and
enables management and the Board to
evaluate and manage the Group's principal
and emerging risks. The system Is bespoke
to the Company’s particular needs and the
risks to which it is exposed and is designed
1o manage, rather than elirminate, risk. Owing
to the imitations inherent in any system of
internal control, this system provides robust,
but net absolute, assurance against material
misstatement or loss

The Committee assessed the Group's risk
management methodology, which is used
o identify and manage the principal and
emerging risks, as well as the reporting

and categorisation of Group risks, and
made recommendations for improvement.
Changes were implemented with the
Commitiee's oversight. Ses the Risk
management section of the Strategic report
starting on page 67 for further information on
the Group’s risk managemenit system.

The Committee also reviewed the pracess
for assessing the principal and emerging
risks that could threaten the Company's
husiness model, future performance,
solvency or liquidity in order to make the
long-term viability statement on page 76 and
considersd the appropriate period for which
the Company was viable.

The Company's policies an financial risk
management, including the Company’s
exposure to liquidity risk, credit risk and
certain market-based risks including foreign
exchange rates, interest rates and fuel and
elactricity prices, can be found in note 25 to
the consolidated financial statements.
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Compliance with the Corporate
Governance Code

M See page 104

N Fair balanced and understandable
assessment of prospects

27 The reportis fair balanced and
understandable

The Committee, on behalf of the Board,
reviews tha report to confirm that

they believe it to be fair, balanced and
understandable. In addition to their
own knowledge and assessment, the
Committee takes comfort from the
reviews conducted by the Executive
Committee particularly in respect of
fairness and balance. The external
reviews as part of the preparation and
sign off process give comfort in respect
of understandability.

The Board reviewed the Annual
Report and each Director confirmed

to the best of his or her knowledge
that the Annual Report and Accounts,
taken as a whole, is fair, balanced

and understandable and provides the
information necessary for gsharehalders
to assess the Company's and the
Croup’s position and performance,
business model and strategy.

O Procedures to oversee internal
control framework and
identification of principal risks

The procedures are described in the
columnns to the ieft.

28 Assessment of emerging and
principal risks

The emerging and principal risks are
disclosed in the Risk management
section of the Strategic Report starting
on page 67 and the assessment
process is also set out in detall in

that part of the annual repcrt. The
Audit Committee reviews the detailed
outputs from the work completed by
the executive team.

29 Monitor risk management and
internal control

The menitering of risks and a
description of the internal control is
system is set out in the strategic report
and also within the report from the
Audit Committee,



Key elements of the Group's risk
management framework that operated
throughout the year are:

= divisions identifying and reviewing their
principal and emerging risks and controls for
monitoring and managing risks, which are
reviewed by senior executive management
supported by the Internal Audit function. The
updated divisional and Group risk profiles,
which are reviewed by the Chief Executive
Officer and Chief Financial Officer, are
presented to the Executive Committee on a
regular basis

an agreed methodology for ranking the level
of risk in each of its business operations and
the principal and emerging risks

implementation of appropriate strategies
to mitigate principal and emerging risks,
including careful internal monitoring and
ensuring external specialists are consulted
where necessary

a centrally coordinated internal audit
programme to verify that policies and
internal control procedures are being
carrectly implemented and to identify any
risks at an sarly stage

reviewing and monitoring the confidential
reporting system to allow emptoyees to raise
concerns about possible legal, regulatory,
financial reporting or any other improprieties

» a remuneration pelicy for executives
that motivates thern, without delivering
excessive benefits or encouraging excessive
risk-taking.

Twice a year the Board is presented with an
update for its assessment of the principal
and emerging risks facing the Group,
together with a risk map, highlighting any
changes made since the previcus update
and the reasons for any changes. Each
Committee that reports regularly to the
Beard provides an update on the status of
risks considered within its ramit.

Introduction Strategic report

Financial and business reporting

The Board recognises its responsibility to
present a fair, balanced and understandatile
assessinat of the Group’'s pesition and
prospects in its reporting 1o shareholders.
This responsibility encompasses al}
published informaticn including, but not
limited to the halfyearly and full year financial
staternents, regulatory news announcements
and other publicly disclosed information,

The quality of the Company’s reporting is
ensured by having procedures in place for
the review of information by management.
There are also strict procedures to determine
who has authority to release information. A
statement of the Directors’ responsibilities
for preparing the financial statements can be
found on page 138.

The Group adopts a financial reperting

and information systern that complies with
generally accepted accounting practice. The
Group Finance Manual detalls the Group'’s
accounting policies and procedures with
which subsidiaries must comply. Budgets
are prepared by subsidiary company
management which are then consclidated
into divisional budgets. These are subject

1o review by both senicr management and
the Executive Directors followed by formal
approval by the Board. Reguiar forecast
updates are completed during the year and
compared against actions reguired. Each
subsidiary unit prepares a monthly report of
operating performance with a commentary
on variances against budget and the

prior year, which is reviewed by senior
managemesnt. Similar reports are prepared
at a Group leve!. Key performance indicators,
hoth financial and operational, are monitored
on a weekly basis. In addition, business
units participate in strategic reviews, which
include consideration of long-term financial
projections and the evaluation of business
alternatives.

Reviews of internal controls within operating
units by inlereal audil fave somstimes
highlighted control weaknesses, which are
discussed with management and, where
appropriate, the Committee, and remedial
action plans are agreed. Action plans are
monitored by internal audit and, in some
cases, follow up visits to the operating entity
are conducted until such time as the controls
that have been put in place are working
effectively. No material losses, contingencies
or uncertainties that would require disclosure
in the Annual Report and Accounts have
been identified during the year by this
process.

Governance report Financial staterments

Compliance with the Corporate
Governance Code

30 Going concern basis of accounting
The going concern basis of accounting
statement complies with the Code
provision and is set out on page 77.

31 Assessment of the current position
and principal risks/Viability
Statement
The principal risks are set out in the
Strategic report on pages 67-75
together with a description of the
processes in place.

The Viabllity Statement complies with
the Code provision and is set out ¢n
page 76.
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Audit Committee report continued

The Committas, in conjunction with executive
management, regularly reviews and develops
the internal contral environment to make
continual improvements. No significant
internal contrel failings were identified during
the year, Where any gaps wers identified,
processes were put in place to address
them and these are monitored. In addition,
as stated above, management intends to
continue to improve the standardisation,
documentation and testing of internal
controls to give the Committee greater
comfort around the effectiveness of the
control environment.

The process is designed to provide
assurance by way of cumulative assessment.
it is a risk-based approach,

Internal audit

The internal audit function advises
management on the extent to which systems
of internal control are adequate and effective
to manage business risk, safeguard the
Group's resources, and ensure compliance
with the Group's policies and legal and
regulatory requirernents. [t provides objective
assurance on risk and controls to senior
management, the Committee and the
Board. Internal audit's work is focused on
the Group's principal and emerging risks.
The mandate and programme of work of
the internal audit function is considered and
approved by the Committes annually and
includes a number of internal audits and
health checks across the Group's divisions.
Findings are reportad to relevant cperational
management and to the Cormmittee, The
internal audit function follows up onthe
implementation of recommendations and
reports on progress to senicr management
and to the Committee at each meeting.

The internal audit function is primarily
outsourced. The Head of Internal Audit
reports functionally to the Chair of the
Committee and administratively to the CFO.

The effectiveness of the internal audit
function’s work is continually monitored using
a variety cf inputs including the ongoing audit
reports received, the Committeg’s interaction
with the function's head, an annual review

of the function’s internal quality assurance
report, a quarterly summary dashboard
providing a snapshot of the progress

against the internal audit plan tabled at each
Cornmittee meeting as well as any other
ad-hoc quality reporting requested.
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Taking all these elements into account,
the Committee conciuded that the internal
audit function was an effective provider of
assurance over the Company's risks and
controls and appropriate resources were
available as required.

External audit

External auditor independence
and objectivity

PwC were appointed the Company's
external auditor following a compaetitive
tender process in 2020 and they undertook
the FY 2021 audit. Matthew Mullins is the
Senior Statutory Auditor.

The independence of the external

auditor is essential to the provision of an
objective opinion on the true and fair view
presented in the financial statements.
PwC's independence and objectivity

are safeguarded by a number of control
measures including:

B imiting the nature of non-audit services
parformed by the external auditor

® the external auditor’s own internal processes
to vet and approve any requests for any
non-audit work to be performed by the
external auditor

= monitoring changes in legislation related
to auditor independence and objectivity 1o
assist the Company to remain compliant

® the rotation of the lead audit partner after
five years

® independent reporting lines from the
external auditor to the Committee and
ensuring the external auditor is afforded the
cpportunity for in camera sessions with the
Committee

= placing restrictions on the employment
by the Group of certain employees of the
external auditor

s providing a corfidential helpline that
employees can use to report any Concems,
including those relating to the relationship
between Group employees and the external
audior

= an annual review by the Committee of the
policy in place to ensure the objectivity
and independence of the external auditor
is maintained.,
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Assessing the effectiveness of the
external audit process

The Comrnittee, other Board members,
senior management in both the corporate
functions and within the operations and
the internal audit team evaluated PwC'’s
perfarmance and the effectiveness of the
external audit process during Y 2023.
The Committee also considerad the
independence and objectivity of PwC.
The following factors were considered:

= the guality of the interactions between the
audit tearm and the Committee, cther Board
mermbers, management and those involved
in the preparation of the accounts

= ywhether the scape of the audit and the
planning process werg appropriate for the
delivery of an effective audit

u the external auditor's progress achieved
against the agreed audit plan and
communication of any changes to the plan,
including changes in perceived audit risks

= tho competence with which the external
auditor handled the key accounting and
audit judgments and communication of the
same with management and the Committee

= the external auditor's compliance with
relevant regulatory, ethical and professional
guidance on the rotation of partners

= the expertise and resources of the external
audiit team conducting the audit

u whether the statutory audit contributed
to the integrity of the Group's financial
reporting.

Taking into account the above factors and
feedback from management, members

of the Committee and the Board, the
Committee concluded that the external
audit process and services provided by
PwC were satisfactory. The feedback wil be
shared with Pw(C and any cpportunities for
irmprovernent will be considered and agreed

Compliance with the Corporate
Gaovernance Gode

M Formal transparent policies to
ensure independence of audit

The auditors palicies and the
Company’s Non-Audit Services
Policy that are regularly reviewed
by the Committee helps ensure the
independsance of the Auditor.



Policy on the provision of
non-audit services

The Committee’s policy on the use of the
exlernal audilor for non-audit services
inclucles the identification of non-audit
services that may be provided and those
that are prohibited. The policy requires that
the external auditor will only be used for
non-audit services where ragulation permits,
the Group benefits in a cost-effective
manner and the external auditor maintains
the necessary degree of independence and
objectivity. The policy provides for a cap

on fees for non-audit work of 70% of the
average of fees paid to the audit firm over the
previous three years for audit services.

The Committee receives regular reports

on all non-audit assignments awarded to
the external auditor and a breakdown of
non-audit fees incurred. The Committee is
satisfied that the Company was compliant
during the year with beth the Code and the
FRC's Ethical Standard in respact of the
scope and maximum permitted level of fees
incurred for non-audit services provided by
PwC. Details of amounts paid to the external
auditor for audit and non-audit services

for the 52 weeks ended 25 March 2023

are set out in note 6 to the consolidated
financial staternents,
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Tax strategy

We believe we have a responsibility to
manage our tax affairs in a way that
sustamably bencfits tho customers and
communities we serve. We also have a
responsibility to sharehclders to ensure

we pay the right amount of tax and ensure
compliance with the tax rules In each country
in which we operate. Further informaticn on
our tax strategy, which was reviewed by the
Committee and subsequently approved by
the Board in Septernber 2022, is avallable
on our website. The tax strategy is reviewed
annuglly by the Gommittee.

Compliance with the Competition
and Markets Authority Order

Pursuant to Article 7.1 of The Statutory
Audit Services for Large Companies Market
Investigation (Mandatory Use of Competitive
Tender Processes and Audit Committee
Responsibilities) Order 2014, the Company
confirms that it has complied with the
provisions during FY 2023, including Part 5
in relation to the role of the Committes.
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Responsible Business Committee report

Claire Hawkings
Chair, Responsible Business Committee

Main responsibilities

The Committee has taken on the
responsibilities of the Board Safety
Committee that ceased to exist from
April 2022 and in addition to Safety the
Committee has oversight of the Pecple
Strategy, Environmental Impact of the
Group's activities, Sustainability and
Comimunity engagement.

The terms of reference are available on the
Group's website.

Membership

Claire Hawkings {Chair)
Sally Cabrini

Myrtle Dawes

Ant Green

Peter Lynas

\ Dear Sharsholder,

Sustainability is at the heart of our strategy
as presented in our Mohility Beyond Today
Strategy, and our Responsible Business
Committee supports and overseas the
ambition and drive to deliver this strategy.

The Committee was formed in early

2022, with our first meeting in May.

The Committee’s remit is broad, with

- specific focus on safety, cimate impact
and environment, social issues {people,
communities and our broader stakeholder
group) as well as governance and

! disclosures.

| The Compmittes ensures our Responsible
Business activities are supported by
robust plans and performance metrics.

. Performance reports are shared with the
Committee at each meeting and have
provided an essential mechanismm for
understanding progress and taking action.

i This Report focuses on the governance of

i the Responsible Business Committee and
the key governance matters are set out in the
paragraphs below.

, 1 look forward ta working with the Executive
Team in the coming year as we continue not
implemeant cur ambitious strategy.

Claire Hawkings

Chalr, Responsible Business Committee
8.June 2023

Membership and attendance

¢ The Committee membership is set outin
the column to the left and the attendance
records are shown on page 86.

The Company Secretary attended all
l meetings during the year and at the invitation
of the committee Chair the Chairman,
the Chief Executive Officer, the Group
HR Director, the Director of Corporate
! Responsibility, the Divisional Heads, the
Group Legal Directar, the Head of Internal
Audit attended relevant sections of meetings
to support the work of the Committee with
inpuis on thelr areas of responsibility or
! experiise.

Meetings during the year

The Responsible Business Committee met
on four gocasions and in each mesting

- received a repori from the Chief Executive
on Safety matters. Senior representatives
from the rail and bus divisions attended each
presented progress in four areas: Safety,
Pecple, Ervironment and Cornmunity.
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There has been a focus on safety
performance across the Group with

positive trends in the key indicators and

the Committee oversees the executive's
relentless focus on safety. The Committee
received reports on significant safety matters
and reviewed the root cause nvestigations in
respect of significant incidents that occurred
during the year.

In addition, when the Commitiee met in
May they reviewed the ESG and Salety
disclosures in the Annual Report for 2022,

In May, the Gommittee received a report

on the approach to the Group's Science
Based Targets and TCFD reporting. The
Committee also reviewed the Group's Social
Value Report that had been prepared by
the Centre for Economics and Business
Research and discussed the approach to
charitable giving and nominating charities.

In September, the Committee received an
update on the Science Based Targets and
the Group's ethnic and gender pay gap
reporting. The Committee also reviewed the
exiernal recognition from external bodies and
areas in which to focus effort to improve any
such ratings.

In January 2023, the Committee met in
Glasgow and had the opportunity to tour
two bus depots including the charging
infrastructure for electric buses at the
Caledonia depot. The formal meeting
covered a further update on science-based
targets and TCFD renorting. The Committee
also reviewed ED& targets.

In March 2023, the Committes reviewed
and approved Safety targets for FY 2024
and received a report on procurement and
supplier engagement. The Commitiee alsc
supported the Board training on TGFD
Reporting.

Throughout the year the Committes has
worked with the Rermuneration Cormmities 1o
oversee the development and performance
against key performance measures that
form part of the variable remuneration of the
executive team.

FY 2024

At the mesting in June 2023 the Committee
reviewed the Responsible Business
disclosures and the TCFD reporting.

During FY 2024, the Committee will

be continue to provide oversight on
safety, people strategy, environmental
impact of the Group's activities and our
Cuttnunily engagstignl,
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Remuneration Committee report

Sally Cabrini
Chalr, Remuneration Committee

Main responsibilities

The Remuneration Committee is primarily
responsibile for determining the policy for
Executive Director remuneration and setting
the remunearation for the Chairman, the
Executive Directors and senior management.

The Committee also reviews wider workforce
remuneration and related policies and the
alignment of incentives and rewards with
culture, taking these into account whan
setting the policy for Executive Director
remuneration.

The terms of reference are available on the
Group's website.

Membership

Sally Cabrini {Chair)
Claire Hawkings
Jane Lodge

Peter Lynas

dulia Steyn (untl 27 July 2022)

; Dear Shargholder,

| am pleased to present the Directors’
{ Remuneration Report for the financial year
jended 2L Marcn 2023,

i The Remuneration Report covers the

required reguiatory information and provides
further context and insight into our pay
arrangements for Directors and other Group
employees. We set out our key decisions
since last year, the assessment of FY 2023
performance and determination of pay, and
our approach to ensuring executive pay
cutcomsas are fair in the cortext of wider
employee pay.

FY 2023 was a year of strong financial
performance for the Group, particularly
driven by growth in First Bus and First Ralil
open access operations. Despite challenging
aconomic pressures and continuing
industrial relaticn challenges Group adjusted
attributable profit more than doubled to
£821m (FY 2022: £36.2m).

Passenger volumes in First Bus increased
20% compared to last year's levels, which
resulted in total passenger revenue of
£660.0m (FY 2022: £570.0m), Our strong
cash position has also allowed us o
accelerate our investment in decarbonisation
of our First Bus fleet.

1
i In First Rail, open access operations
i performance was ahead of expectations

largely as a result of leisure trave! returming
strangly post-pandemic. In its first year of
operations mere than a milion customers

s used Lumo to travel between London and

Edinburgh. We are also pleased that the
WCP, GWR and SWR rail contracts have
been extendad to October 2023, Juneg 2025
and May 2025, respectively.

We have made significant overall financial
progress and we now have a strong balance
sheet. Cur strong balance sheet puts us in

a goocd position to grow and create value

for our sharsholders. This is underpinned

by supportive governmenis, social policies
and investment.

Principles

The principles that underpin the Committee’s

approach to exacutive remuneraticn are set
out in the ‘Directors’ Remuneration Policy’
that can be found cn the FirstGroup plc
website. The Committee consideraed the
provisions of the UK Corporate Governance

code, and has sought to reflect the princinles

of clarity, simplicity, risk management,
predictability, proportionality, and alignment
to culture in deciding FY 2023 pay outcomes
and developing FY 2024 policy.
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Overview of financial performance,
operating achievements, and
strategic progress.

v 2023 has been a year of strong financlal
performance.

= Group adjusted attributable profit more than
daublad to £821m {FY 2022: £38.2m)

= Y 2023 final dividend of 2.9p
recommended in line with the progressive
dividend policy

s Completed the sale of all but two remaining
Grevhound US properties for net proceeds
of £122m

= | aunched share buyback programme to
purchase up to £75m of ordinary shares,
Proposed an additional share buyback
programme of £115m, subject ta approval
at the AGM

» Our strong balance sheet puts usin a goed
position to grow and create value for our
sharehclders

m Revenue and profits from Open Access rail
businasses exceaded expectations

The transtormed Group has delivered strong
financial performance, with operating profit
and cash generation exceeding the outlook
for the year. As a Committee we believe

it is imperative to strike the right balance
between incentivising the management
team, rewarding strong performance and
being equitable in the broader context,
taking into account the experience of our
wider stakeholders, including our employees
and shareholders.

Industry-wide industrial relations action had
a significant impact on our rail businesses

in FY 2023, particularly at Avanti and TPE.
The Board received regular updates on the
management teams’ plans to address the
issues they faced and progress against their
agreed plans to restore services to the levels
that our passengers rightly expect. The
Committee noted that performance at Avanti
at the year-end was much improved and

is on a positive trajectory with the number

of servicas increasing by more than 40%
compared to last summer.
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Remuneration Committee report continued

The decline in TPE's service levels was due
to circumstances largely out of our control,
mainly the challenging industrial relations
environmeant including the withdrawal of
longstanding industry standard overtime
arrangements when TPE was undertaking
unprecedented driver training requirements
due to infrastructure upgrades. Our
management team worked extremely hard to
improve services and to successfully recruit
and train more drivers than ever before, We
worked closely with the DT and Transport
for the North on an agreed recovery

plan, which led to a ¢.40% reduction in
cancellations in May 2023. Nevertheless,
subsequent to the year-end, we were
disappointed to learn of the DfT's recent
decision to not extend our NRC for TPEin
May 2023.

Due 1o the impact on service lévels during
FY 2023, no payments under the annual
bonus scheme were made to any participant
for operational performance in TPE. The
impact of the DIT dacision to not extend the
TPE NRC {which occurred after the 'Y 2023
year-end) will be factored into the FY 2024
EABP for the Executive Directors. The
financial targets for the FY 2024 EABP had
already been set prior to the DfI's decision,
and these included a full year earnings

and cashflow contribution from TPE. The
Committee has decided not to revisit these
targets and as such, the management

team will have to recover these earnings
alsewhere, making them harder to achieve.

FY 2023 EABP: The FY 2023 EABF was
based 70% on financial metrics {60% EBIT,
10% cash flow) and 30% on non-financial
metrics {individual performance}.

The Committee carefully considered
performance against each of the financial
and non-financial targets and then a broader
consideration of overall performance.
Achievement of EBIT and cash flow both
exceeded maximum. In respect of individual
performance, the Committee awarded both
Graham Sutherland and Ryan Mangold 80%
of maximum.
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The formulaic EABP award for the Executive
Directors resulted in awards of 94% of
maximum for Graharm Sutherland and Ryan
Mangold. The Committee reviewed the
overall outcome in the context of the Group's
underlying performance and were satisfied
with this leve! of payout.

Full details of targets and performance
achieved are set cut on pages 119-122.

2020 LTIP: As disclosed previously, the
Committee delayed the grant and target
setting of the 2020 LTIP to aflow adequate
time to better understand the impact of
Covid-19 on our business and the wider
economy. This meant that the share price
at grant was ¢.44% higher than the share
price after the inftial post-COVID decling in
March 2020. The vesting of the | TIP granted
in 2020 was subject to two performance
measures:

n 80% relative Total Shareholder Return (TSR)
Vs comparator grougp

= 20% relative TSR vs FTSE 250
See pages 122-123 for further detalls).

Performance against the 2020 measures is
as follows:

u relative TSR vs comparator group
performance was at the 78th percentile
versus the peer group, resulting in 100%
vesting under this element (80% of the
overall award)

u rgjative TSH vs FTSE 250 performance
was at the 72nd percentile versus the peer
group, resutting in 80.9% vesting under this
element (18.2% of the overall award)

The formulaic vesting of the 2020 LTIP
award was 98.2%. The Commities
carefully reviewed the overall formulaic
vesting outcome in the context of the
Group's underlying financial performance,
share price performance on bath an
absolute and relative basis, and wider
decisions on remuneration over the
period. The Committee was alsc mindful
of our commitment to take into account
the potential for ‘windfall gains’ when
determining the final vesting outcome.
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After careful consideration, the Committee
decided that although the formulaic

vesting outcome representsd genuine
outperformance against bath peer groups,
was underpinned by strong underlying
financial performance and resulted directly
from the positive actions of the management
team over the three year performance
period, a downwards adjustment of 10%
would be appropriate to reflect the potential
for windfall gains. When determining this,
the Committee tock into account a number
of reference points when determining

what the appropriate level of adjustment
should be. These included the share price
used fc determine previous aweards, share
price performance before and through the
pandemic as well as underlying financial
performance. It also recognised that
management actions have played a clear
and demonstrable role in the Company’s
share price performance. The Committee
decided to use its discretion and apply a
downward adjustment resulting in an overall
reduction of 10% of the award resulting in a
final vesting outcome of 88 4% of maximum,
which the Committee considered to be a
reascnable final vesting outcome, aligned
with the Company's performance and
circumstances over the period.

Full details, including the factors the
Gommittee considered in making a windfall
gains adjustment are set out or page 122,
The shares will be held for an additional
two years to provide alignrment with our
shareholders.

2022 LTIP: The Committee determined

that the 2022 LTIP award made to the GEQ,
CFO and cother senior leaders would be
measured against EPS, Relative TSR and for
the second year, a Sustainability Scorecard
{comprising two environmental measures),
over a three-year period.

Full details of targets are set out on pages
124125,



Directorate changes

As we disclosed previously, Graham
Sutherland was appointed as Chief Executive
Officer on 16 May 2022, Upon appointment,
Gratiam's remuneration package was

agreed in line with our agreed Remuneration
Policy and commensurate with a Group now
focused on UK public fransport operations;

® hase salary of £550,000
= pension allowance of 5% of salary

= maximum EABP opportunity of 150% of
salary

= maximurn LTIF opportunity of 2009% ot
salary

m shareholding requirement of 200% of salary

David Martin resumed the role of
Non-Exgcutive Chairman on 1 July 2022,
For the period he was interim Executive
Chairman (13 September 2021 to 1 July
2022) he was paid an additional fee for
increased scope and responsibilities
associated with this role. Full details are
set out in the Non-Executive Directors’ and
Chairman's fees section on pags 127.

Remuneration for FY 2024

The Committee carefully considered base
salary increases for the Executive Directors
holistically, taking intc account FY 2024
base salary increases applied to the wider
workforce and investor guidance that base
salary increases for Executive Directors
should be lower than those provided to the
wider workforce. Therefore, the Committes
approved an increase of 3% for Graham
Sutherland and Ryan Mangold, effective 1
April 2023, The increase for the Executive
Directors is lower than the increases applied
to the wider workforce, which allowed us

to focus our salary increase budgst on our
lower paid employees, who are most likely to
feel the effects of the cost of living crisis, see
page 115 for maore information.

The Committee considers the
forward-looking annual bonus targets to be
commercially sensitive but full disclosure

of targets and performance outcome wilf

be set out in next year's Annual Report

on Bemuneration setting out the bonus
outcome. At least half will be based on the
financial performance of the Group in line
with our Policy. The maximum award levels
will be in line with our shareholder-approved
Policy and implementation over recent years.
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It is the Committeg’s intention fo make
awards under the LTIP this year and it is
anticipated that the approach regarding
metrics will be similar to the 2022 {TIP, which
is, 50% EPS, 35% Relative TSR and 15% on
a Sustainability Scorecard. The targets for
these awards are set out on page 128.

Remuneration fairness

As a Remuneration Committee we take our
responsibility to consider senior team pay in
the context of wider workforce pay, policies
and practices and a number of items are
tabled at Committee mestings every year o
ensure the approach throughout the Group
is fair, particularly during the current cost of
living crisis.

The ‘Remuneration in Context’ section of
the report on pages 115-117 provides a
summary of the tems and the factors that
the Committee considers when making
aexecutive reward decisions as well as
support we have provided to our employses
during the current cost of living crisis,

What the Remuneration Committee
has looked at in the last 12 months
The Committee has:

= approved FY 2023 EABP payout for
Executive Directors and other senior
employees

= determined the vesting of the 2020 LTIP

= rgviewed and approved the FY 2022
Directors’ Remuneration Report

= approved the 2022 LTIP awards
& agreed FY 2024 EABP approach

& reviewed the 2022 Gender and Ethnic Pay
Gap reporting ahead of publication

& raviewed wider workforce remuneration and
related policies

u raviewed its Terms of Reference
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Governance

The Committee actively monitors
developments in corporate governance and
the guidelines produced by shareholders
and their reprasantative bodias.

COur Group Employee Director is encouraged
to attend all Committee meetings, and
regularly does sc. | also pericdically attend
mesetings of the Employee Directors’

Forum to hear directly from cur network

of Employee Directors. In these meetings |
axplain how executive remuneration aligns
with wider workforce pay and alsc provides
an opportunity for Employee Directors the
opportunity to ask questions about last
year's Directors’ Remuneration Report.

We have provided further details on our
approach to pay throughout the Group on
pages 115-117.

In conclusion

We will continue to monitcr governance
developments and are committed to
maintaining an open and transparent
dialogue with our shareholders on executive
remuneration. We consider ongoing
engagement to be vital in ensuring that

our approach to remuneration continues

to be aligned with the long-term interests

of the Group's shareholders and wider
stakeholders.

We welcome the feedback received during
the year and hope to receive your support at
our upcoming AGM.

Sally Cabrini
Chair, Remuneration Committee

109



Introduction Stratogic report Governance report

Financial staternents

Remuneration at a glance

FY 2023 EABP - Financial Metrics

2020 LTIP - Financial Metrics

Adjusted Operating
Profit (pre-IFRS16}

£119m

Adjusted Cash
Generation

£160m

Relative TSR vs Relative TSR vs
Comparator Group FTSE 250

78th percentile 72nd percentile

This section summarises the pay that our Executive Directors received in raspect of their FY 2023 performance, and the proposed rates for

FY 2024. Further details are set out on pages 118-128.

FY 2023

Fixed pay and shareholding

Executive Annual Bonus Plan

Long-Term Incentive Plan

Base Salary FY 2023 EABP

2020 LTIP Qutcome

£483,635 £461,300 £681,926 £650,433 n/a £1,8775692
Graham Sutherland Ryan Mangold CEQ CFO CEO CFCQ
CEQ CrOo P " dfort e
Since appointrent 2.5% increase on ro-r?:ja a";ﬁ" BO' ‘dme 2019 LTIP Outcome
on 16 May 2022. 1 April 2022. f?("fogg” e Boardin / £790 509
Annual base salary o gﬁg o0 d
upan appaintment -
was £550,000. FY 2022 EABP e _ -
n/a £654,750 2020 LTIP Vesting outcome (% of max}

Benefits cLo CEO Measures Outcome  Vesting
Medical and life Car allowance, medical e e atative TSR v
insurance and lfe insurance FY 2023 bonus targets outcome Comparator Group  78th percentile 100%

9 o0
Pension 84% 94% Relative TSR vs
The CEO and GFO receive a pension allowance of CLQ B CFo FTSC 260 72nd percentile  90.9%
8% and 15% of base salary, respectively Formulaic vesting oLtcome  98.2%
Shareholding Adjusted vesting outcome  88.4%

200% 200%

CEOQ CFO

Actual levels, % of base salary as at 25 March 2023
38.9% 172.5%

CEC CFO

Malus and clawback apply to all incentive awards.

The LTIF autcorme includes dividend equivalents
received. Shares are subject tu & twa-year holding
penad that extends beyond the Executive Director’s
tenure. Full details and targets are set out on

page 122-123,

FY 2024

Fixed pay and shareholding

Executive Annual Bonus Plan

Long-Term Incentive Plan

Base Salary Target % of salary

£566,500 £475,200 150%
Graham Sutherland Ryan Mangold CEO
CEC CFO —

3% increase 3% increase

Pension

The CEG and GFO receive a pension allowance of
5% and 15% of base salary, respectively.

Benefits
Medical and life Car allowance, medical
insurance and life insurance

Shareholding

Target levels, % of base salary

200% 200%
CEQ CFQ
hhls] FirstGroup Annual Report and Accounts 2023

Maximum % of salary

150% 200% 175%

CFO CEC CHG
2023 LTIP Measures
Measures o — _Egming
EPS Growth 50%
Relatve TSR o 35%
Sustainability Scorecard
igr;;)'g'rﬁs.é.iéﬁ}léét“t;e;wsformaﬂon 7.5%
Emissions reduction  7.5%




Introduction Strategic report Governance report Financial statements

Remuneration Policy summary

The full Policy, which was approved at the 2021 Annual General Meeting on 13 Septermber 2021, can be found on the FirstGroup ple website
at www firstgroupple.com/investors/information-for-sharsholders and on pages 132-141 in the FY 2021 Directors’ Remuneration Report.

The following table sets out how the agread Remuneration Palicy addresses the factors set out in Provision 40 of the UK Gorporate
Governance Code:

Clarity The Committee considers that FirstGroup’s remuneration structures are transparent and welcomes open and
frequent dialogue with shareholders on its approach to remuneration. Major shareholders have besn consulted on
the Committeg's approach to remuneration.

The overall Remuneration Palicy is designed to be comprehensive without becoming overcomplicated and to
encourage the Executive Directers to concentrate on providing easy and convenient mobility, improving quality of
life by connecting people and communities, and delivering ongoing shareholder value through an attractive annual
dividend.

Simplicity

Risk One of the Committee's principles is that the majority of the reward opportunity for Executive Directors should be
provided through performance-related incentives linked to the Group's strategic goals and taking account of the
Group's attitude to risk. Reward under these incentives is linked te beth individual and Group performance. The
Committee is satisfied that the structures of the incentive arrangements do not encourage inappropriate risk taking.

In addition, the following, best-practice, measures are in place to minimise risks:

» EABP deferral, the LTIP holding pericd and shareholding requirement, including post-cessation provisions, provide a
clear link 1o the Group’s ongoing performance and shareholder experience

» the Committee has discretion to adjust the formulaic incentive cutcomes if it considers that they are not reflective of
the underlying performance of the Group or any individual, and has demonstrated in recent years that it is prepared to
use its discretion to reduce a formula driven outcome where this does not reflect broader Company performance or
the sharehcider experience

= malus and clawback provisions apply to EABP and LTIP awards

Predictability The table on page 112 sets out four illustrations of the application of the Remuneraticn Policy including potential
opportunity levels resulting from threshold, target and maximum performance under the EABP and LTIE.

Proportionality Performance measures and target ranges under the EABP and LTIP are designed to be sufficiently stretching in
order to ensure outturns are fully aligned with Group performance. As above, the Committee has discretion, and
has demonstrated in racent years that it is prepared o use its discretion, to override formulaic outcomes in order to
ansure performance is reflective of FirstGroup's underlying performance.

Alignment to The Commiittee believes in an approach to executive pay that is comrmensurate with value creation for sharehalders.

culture The Remuneration Policy and the Company’s incentive schemes have been designed to drive appropriate
behaviours consistent with FirstGroup's purpase, values and strategy and are afigned to wider workforce palicies
and practice.

The Company's Policy remains to attract, retain and motivate its leaders and to ensure they are focused on delivering busingss priorities
within a framework designed to promote the long-term success of FirstGroup and align with shareholder interests.

FirstGroup Annual Report and Accounts 2023 11



Introduction Strategic report Governance report Financial statements

Remuneration Policy summary continued

The diagram below illustrates the balance of pay and time pericd of each element of the Policy for Executive Directors.

Total pay over five years Year 1 Year 2 Year 3 Year 4 Year 5

Fixed Pay
Fixed Pay

EABP
{Malus and clawback provisions apply)

in shares. Three-year deferral period
No further performance conditions

LTIP
{Malus and clawback provisions apply)

Total remuneration opportunity at various levels of performance
The graphs and tables below provide an indication of the reward opportunity for each Executive Director under the policy as at 1 April 2023,

Graham Sutherland, Chief Executive Qfficer Ryan Mangold, Chief Financial Officer
Total remuneration (£'000s) Total remuneration (£'000s)

MMinimurm 597 Minirmum m
On-target 0 425 On-target m

Maximurm 587 850 Maxirmum 560 713

Maximum with 597 850 Maximum with 580 713

sharae nrice share price

appreciation appreciation

® |ixcd @ EAFPB LTIF ® Fixed @ EAPB 1 TIP

Corrposition of package Composition of package

% o Fixed FARP L'}E jl'?tal % Fixec EABP LTIP Total
Minimum o 1oo% 100%  Minimum 100% 100%
On-target 48% 34% 18% 100%  On-targst 52% 33% 15% 100%
Maximum 23% 33% 44% 100%  Maximum 27 % 34% A0% 100%
Maximum with share Maximum with share

price appreciation 19% 27 % 54% 100%  price appreciation 22% 28% 49% 100%
Value of package Value of package

{£°0C0) - Fixed 77”7777775{\8!3 LTIP Total {£°000) Fixed EABP LTIP Jotal
Minimum 597 597 Minimum 560 560
On target 597 425 o027 1,248 On-target 560 356 166 1,083
Maximum _8er 850 1,133 2,680 Maximum 560 713 832 2,105
Maximum with share Maximum with share

price appreciation 597 850 1,700 3,146 price appreciation 560 713 1,247 2,521

The basis of calculation and key assumpticns used to complete the charts are as follows:

Minimum - Only fixed pay is payable, i.e., base salary, benefits and pension or cash in lieu of pension. No bonus is payable, and no vesting
achisved under the LTIP. The Executive Directors’ pension benefit is included at 5% of salary for the CEO and 15% of salary for the CFO.

On-target - Fixed pay pius 50% of maximum annual bornus payout and 20% vesting under the LTIP
Maximum - Fixed pay plus 100% of maximum annual bonus payout and 100% vesting under the LTIP.

Maximum + 50% share price growth - A maximum scenaric showing maximum plus 50% share price growth has been included. For
the minimum, on-target and maximum scenarios, it is assumed that the share price will remain unaltered.
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The table below sets out an overview of the key areas of the Policy and summarises how the Committee applied the Policy in FY 2023,
together with detalls of how the Cormmittee intends to implemeant the Policy in FY 2024,

Operation

Opportunity

How we implemented
the Policy in FY 2023

Fixed Pay

To attract and maintain high-calibre executives with the attributes, skills and experience required to deliver the Group's strategy.

How we plan to implement
the Policy in FY 2024

Financial statements

Salaries are normally reviewed
annually on 1 April, and

take account of individual
performance, experience

and contribution, Company
performance and affordabifity,
developments in the relevant
employment market, the wider
economic environment, and
internal relativities.

Benef'rté and Peh_5|or;

Any increases (In percentage
terms) will normally be within
the range for thase of Group
empioyees, However, a higher
increase may be proposed in
the event of a role change or
promotion, or other exceptional
circumstances.

The Committee has the flexibility
to set the salary of a new hirg at
a discount to the market level
initially and to realign it over the
following years as the individual
gains experience in the role.

An increase of 2.5% was applied  Anincrease of 3% was applied

to the CFO from 1 April 2022.
This was the first increase

to base salary for the CFQ
since being hired in 2013.
This increase was aligned to
the general non-collectively
bargained employee salary
increase.

The base salary for the new
CEO was not reviewed in
FY 2023.

to the CEOQ and CFO from

1 April 2023. This is below
the increase for the wider
workforce, see page 115 for
more information.

To providf_a competitive benefits in the market to enable the recruitment and retention of Exe_(_:ut\ve Directors.

Benefits may include car
allowance, private medical
insurance, life assurance, health
screening and other incidental
benefits and expenses. In
addition, Executive Directors
are sligible to participate in
ali-emplovee share plans on
the same terms as other sligible
employess.

A payment may be made into a
pension scheme or delivered as
a cash allowance.

The value of benefits is based
on the cost to the Company
and there is nc pre-determined
maximum limit. The range and
value of the benefits offered are
reviewed periodically.

A maximum contribution or
allowance of 18% in line with
the average value of employee
pension benefits.

Normal Company benefit
provision.

The CEC receives a pension
contribution or allowance of 5%
of base salary.

The pension contribution or
allowance for the CFO remains
at 15% of base salary.

No change to FY 2023,

Executive Annual Bonus Plan

To focus on the delivery of annual goals, strive for superior performance and achieve specific targets that support the strategy.

Tne deferred share slement of our LABP encourages retention and provides z link betweoen the bonus and share price growth.

Bonuses are awarded annually.
0% of maximum may be
payable at threshold, with 100%
vesting at maximum. At least
half of the bonus award will be
deferred into shares, normally
for three years. The EABF is
reviewed annually 1¢ ensure
performance measuras and
targets are appropriate and
support the strategy.

Malus and clawback provisions
apply.

The maximum bonus
opporunity is 150% of base
salary far Executive Directors.

Performance measures (asa %
of maximumy;

EBIT - 60%

Cash flow — 10%

Personal abjectives — 30%

Bonuses awarded of:

The FY 2023 EABP award was
1419 of base salary {94% of
maximum) for beth the CEQ and
CFO. The CEC's FY 2023 EABP
has baen pro-rated based on
the date he was appointed to
the Board, 50% of all bonuses
are deforred into shares for
three years.

See pagas 119-122 for further
details on outcomes,

No change to the maximum
opportunity or payment
mechanisms of bonuses.

Performance measures will be
disclosed in next year's Report
with at least half being based on
the financial performance of the
Group in fine with our Policy.

FirstGroup Annual Report and Accounts 2023
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Remuneration Policy summary continued

Operation Opportunity

How we plan to implement
the Paolicy in FY 2024_'

How we implemented
the Policy in FY 2023

ibhé—i’ernﬁ ihcentive Plan

Incentivises the execution of strategy and drives long-term value creation and alignment with longer term retumns to shareholders.

Normal award policy is for a
maximum award opportunity
of 200% cf base salary for
the CEO and 175% for other
Executive Directors.

Awards are conditional rights 10
shares or nii-cost options over
shares, subject to continued
employment or good leaver
status and one or more

erformance conditions. ’ )
P conditions In exceptional circumstances,

awards of up to 300% of base
salary may be made, such asto
aid recruitment.

20% of maximum may be
payabla at threshold, with 100%
vesting at maximum. Targets are
measured over three financial
years from the year of award.
Shares that vest are subject to
an additional two-ysar holding
period following the three-year
performance period.

Awards are subject to malus
and clawback.

No change to maximum
LTIP opportunities or the
performance conditions.

See page 128 for detall on LTIP
awards o be granted,

Performance measures (asa %
of maximum):

50% EPS, 35% Relative

TSR and 15% Sustainability
Scorecard.

Grant levels:
CEO - 200% of salary
CFO - 175% of salary

The 2020 LTIP had & formuilaic
vasting outcome of 88.2%.
Ultimately, after applying a
discretionary 10% reduction,
the 2020 LTIP vested at 88.4%.
See pages 122-123 for further
details.

See pages 124-125 for details
of the targets for the 2022 LTIP
awards granted in the year.

Shareholding Guidelineé

To ensure that Executive Direclors’ interests are aligned with those of sharehclders over a longer-term time period.

Executive Directars are expected te hold shares to the value of
200% of base salary within a five-year pericd from their date of
appointment,

Post-employment

Foflowing cessation, Executive Directors are normally expected
1o hold the in-employment guideline {or full actual holding if lower)
for the first year following cessation of employment and 50% of
the in-employment guideline {or full actual holding if lower) for the
second year following cessation of employment.
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CEO - 200% of salary
CFO ~ 200% of salary

No change to requirements.

See pages 129-130 for further
details on shareholding
requirements and outstanding
share awards.
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Remuneration in context

In setting the Remuneration Palicy for
Executive Directors, the Committee takes
acuounl ol the overall approach to rewarding
other employees in the Group. Due to

the varied nature of the operations of our
divisions and their respective employment
markets, we have a range of remuneration
practices across the organisaticn. These are
designed to be relevant to each individual
market, Almost 85% of our employees

are covered by collective bargaining
arrangements.

A number of terns are tabled at Committes
meetings each year to ensure the approach
throughout the organisation is consistent
and fair:

= raport summarising wider workforce pay
policies and practices with updates provided
on a regular basis

= Gander and Bthnicity Pay Gap Reports
including statistics from each UK reporting
entity

= actions management are taking to improve
diversity in the workforce and close pay
gaps where they exist

= CFO pay ratio and underlying statistics

The diagram cn page 117 (Wider workforce
remuneration) summarisaes the FirstGroup
approach to pay. The main difference
between the structure of our most senior
employees' remuneration and that of the
wider workforce Is that senior employee’s
remuneration is mare heavily weighted

t¢ variable pay, that is linked to business
performance.

Treating our people fairly

In light of the current cost of living crisis we
have directed a greater proportion of aur
salary increase budget tc those who are
lower pald across the Group and who are
more likely to fesl the impact most heavily.

The approach for non-collectively bargained
employees in First Bus has been to apply a
fiat increase to base salary in crder to have a
greater impact on lower earners for £Y 2023.
For FY 2024 non-collectively bargained
colleagues in First Bus received an increase
of 3% + £800, for an average base salary
increase of ¢.5.2%. For the collectivaly
bargained population, average increases in
Y 2023 were over 7%.

In First Ralil, offers have been made to the
majority of our population for pay increases
for FY 2023 and FY 2024 of 9% {l.e. 5%

for FY 20223 {minimum of £1,750 increase
and maximum increase of £5,000) and

4% for FY 2024). These increases have
been implemented for our non-collectively
bargained population and collectively
bargained populations where an agreement
has been reached. At the time of publication
the leadership of RMT and Aslef have not put
their respective pay offers to their members,
but we remain open and willing to engage in
national level talks to resolve the dispute.

We also offer other benefits to our employees
to support them through the cost-of-living
crisis, including extensive retall discounts
through our shopping portal, including 4-7%
discounts at several large supermarkets. In
2022, emplcyees saved over £450,000 on
their shepping bills.

TOCs provide free trave! for employees and
their families across thelr own network. First
Bus provides employees and their families
with free travel on the First Bus network, All
employees, regardless of employer, receive
discounted rail tfravel across our netwaork.
All employeas have access 1o our Employee
Assistance Programme, which among
other things, provides free, individual and
confidential financial advice.

FirstGroup Annual Repert and Accounts 2023

In FY 2023, First Bus ran a series of Financial
Wellbeing webinars 1o affer support arcund
the cost of living cricis. We have also
introduced two new healthcare benefit
schemes that are available to all of our First
Bus colleagues. The SimplyHealth scheme
allows First Bus collsaguss to claim back
healthcare costs, including optical, dental,
and muscular health as well as contributions
for health diagnostics. The SmartHealth
scheme is a free app that provides access
to a number of services, including GP
appointments, mental health support,
second medical opinicn, nutrition advice,
fitness plans and heatth chacks.

Employee engagement

While the Committee does not formally
consult with employees on Executive
Director remuneration, a number of different
mechanisms are in place to gather feedback
and insights from employees across a range
of issues.

Information on how we engage our
employees is set out on pages 79.

The Group also engages with its workforce
through cur Employee Directors and the
Group Employes Director is invited to
attend all of the Committee’s meetings, and
regularly does so. Our Committee Chair,
Sally Cabrini, will also pericdically attend the
Employee Dirsctor forum meetings to explain
how executive remuneration aligns with
widler workforce pay and answer questions
on last years' Directors’ Remuneration
Report. More information on the role of

our Group Employee Director is set out on
page 87,

The Committee belisves that it is important
for our employees to understand how the
remuneration of our Executive Directors

is determined and utilises the differant
communication channels operating across
the Group to ensure our employees are
aware of the information available in the
Directors’ Remuneration Report.
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Remuneration in context continued

CEO pay ratio

I lime with reporting requirements, the table
below sets out the ratio at the median, 25th
and 75th percentiles of the total remuneration
received by the Chisf Executive Officer,
compared to the total remuneration received
by our UK employees. The Company has
calculated the ratios in accordance with the
Option B methodology laid out in the pay
gap regulations that were deemed the most
reasonable and practical approach given the
collation of data exercise reguired for Gender
FPay Gap reporting. There has been no
departure from this methodology and no pay
has been omitted, it should be noted that
the pay ratio may vary year-on-year and the
incentive outcomes for the Chief Executive
Officer can impact the results significantly.
We will provide an explanation in each yvear's
Report arcund the change in the ratio as
well as any additional context, whers helpful,
to understand variance. The UK employees
at the lower quartile, median and upper
quartiles were identified as at 5 April 2022
and their salary and total remuneration weare
calculated in respact of the 52 weeks ended
25 March 2023,

The Committee is satisfied that these pay
ratios are consistent with our pay, reward
and progression policies and that these
colleagues are representative of the relavant
percentiles across the organisation, as they
represent frontiing workers in our First Bus
and First Rafl divisions, i.e., the large majority
of our UK workforce receiving basic pay,
overtime, holiday pay and employers pension
contrioutions. The figures also include sick
pay (where relevant).

There has been a decrease in the CEQ pay
ratio between FY 2023 and FY 2022, Thisis
targely due 1o the appointment of a new CEO
in May 2022 and therefore the CEQ did not
have any long-term mcentive awards vesting
in FY 2023, compared to FY 2022 where
the former CEOQ’s 2019 LTIP award vested at
88.5% of maximum (177% of base salary).

The Committes is satisfied that the data
included in the CEQ Pay Ratio table reflect
the goals of the Group’s Remuneration Policy
to support colleagues in the performance

of their roles in collectively delivering the
Group's strategy. In particular, the Committee
nctes that factors such as the Company’s
philosophy to pay the going market rates

of pay, to operate a performance-based
framework that rewards employees for their
individual efforts and the performance of the
Company, and to structure pay in a simple
and transparent manner, have been applied
consistently.

CEQ Total 25th Tath

Year Method Rerungration Population percentile Median percentile
FY 2023 Option B £1,190865  Ermployee olal remuneraton’ £A5180  £40145  £54.283

- - - ' ~ CEO to employee ratio 3411 30:1 224
Fy2oe2  OptonB 2246181  Crployee total remuneration £33,073 £36,395 £55.051
) ~ o CEQto émployee ratb ) 68:17 7 o B862:1 - 417:1“.
FY 2021 " Option B B £830,822  Employes total remumeration £27 560 £34,002 £E3,A37
o o ) - - T o CEO to eleOyee rﬂTIO 301 R ZbT B 16{
FY 2020 Cption B N £768.400  Employes tolal remuneration £24.600  £32,000 £45.400

B CEOto emp\oye;ratio o 32:1 25:1 ) 17:1

1 FY 2023 basic salary for the emplovee at the 25th, H0th and 78th percertile n FY 2023 were £23,018, {27,692 and {46,518, raspoctvaly.

16
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Wider workforce remuneration

Eligibility __Element Definition

All employees Base salary ® Base salaries are reviewed annually.

(¢.30,000) » When considering salary for Executive Directors and Executive Committes
mambers, the Committee considers increases available to the wider
workforce,

Peansion = We are committed to helping our colieagues save for retirement through
a variety of company pension arrangements, designed in line with markel
practice. We operate a number of different pension ptans that reflect the
history and reguirements of our various businesses, See page 118 for more
information on the average pension contribution.

All employee share » Al employees with at least six months of service are eligible to participate in an
scheme all employee share plan and become shareholders in the Company.

Benefits » Our Emplayes Assistance Programme offers all employees access to free,
24/7 confidential telephons, onling and face-to-face advice for problems they
may be experiencing at home or werk. Other benefits include discounted travel
on our rail and bus services, discounts on shopping. entertainment and eating
out.

= Our larger businesses have dedicated in-house Occupaticnal Health
teams and our other businesses use external specialist advisers to support
employees with haalth problemns that may affect performance.

m All divisions run workplace health and wellbeing programmes to support
employees in staying fit and healthy.

Senior executives and Annual bonus = Senior executives and management population — incentivises successiul
management execution of our business strategy and operational goals with participants
c. 1100} including both corporate centre and divisicnal roles.

= Our train operating companies businesses also offer commission schemes for
Customer Hosts, Guards and Revenue Protection staff to drive revenue.

Senior executives LTIP ® Senior exgcutives with sufficient ling of sight to drive long-term sustained value
{c. 140) creation for our shareholders.

Executive Committee and Sharehaolding u Sgnior executives ensuring alignment with the shareholder experience.
Executive Directors guidelines

2

Alignment of remuneration with our KPIs

The table below sets out how the performance measures in our incentive plans are aligned to our KPIs. See pages 35-37 for more
infarmation on our KPls.

Direct link Indirgct link
Measure to our KPls to our KPIs
EBIT -
Cash [
EABP - EEE
Individual Performance -
Safety!
(R o
LTIP Relatve TSR L
Sus‘rainabiligy Scorecard .

1 The Remuneration Committee makes a holistic safety assessment at year-end which can reduce the formulaic outturn to reflect any safety concerns.
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Annual report on remuneration

The annhual report on remuneration sets out
= Directors’ remuneration for FY 2023, pages 118-127

» the staterment of the planned implemantation of policy in FY 2024, page 128

This part of the Dirsctors’ Remuneration Report has been prepared in accordance with Part 3 of The Large and Medium-sized Companies
and Groups {Accounts and Reports) Regulations 2008 (as amended) and Rule 9.8.6 of the Listing Rules. The annual report on remuneration
and Chair's statement will be put to an advisary sharehalder vote at the 2023 AGM

Single total figure of remuneration for Executive Directors {audited)

- ] ) Graham Sutherland Ryan Mangold
) CEOQ" CLO CFO CFO
£000s FY 2023 Fy 2022 FY 2023 Fy 2022

E?b\e—B_eneﬂt:} B

Pension

Total fixed remuneration

Annual Bonus cash

Annual Bon

LTIP?3

Total variable remuneration

1 Graham Sutherland was appointed o the Board as CEQ on 16 May 2022 with an annual base salary of £5650,000, Graham Sutherland did not receive any paymaents in

relation to recruitment remuneration, inciuding any buyout awards, Graham Sutherland's FY 2023 bonus has been pro-rated based on the date he was apponted to the

Board.

The value for 2022 ralates to the 2020 LTIP which has a thres-year perferrance period ending 25 March 2023, As aresult of the downwards adjustmant of 10%, as

disclosed in the description on pages 122-123, 88 4% of the award will vest in June 2023, The value of the 2020 LTIP at vesting was caiculated using the average share '

prica over the last 3 months of FY 2023 (106.3p). In line with the requirements under the UK Gompanies (Miscellaneous Reporting) Regulations 2018, The LTIP values

include dividend equivalent amounts of £34,681 for the CFO, £1,146,999 of the value for the CFO at vesting is attributed to share price growth as the share price at

award was 40:13p in 2024,

3 The value of the 2018 LTIF reported in last year’s report (£697,156) was an estimate based on the average share price over the last three months of 2021/22 {102.95p).
The actual value of the 2018 LTI, on the 19 August 2022 vesting date was £732,598 (based an an adjusted closing share prica of 10/1p), this includes dividend
equivalents of ££7,449.

N

More detail can be found on pages 118-126.

Benefits (audited)

Benefits for Executive Directars include the provision of a company car allowance, family private medical cover, life assurance and advisory
fees. Graham Sutherland’s benefits for the year comprised £1,122 for UK private medical insurance, Ryan Mangold's benefits for the year
comprised a £12,000 car allowance and £1,870 for UK private medical insurance.

Pension (audited)

Graham Sutherland received a pension allowance of 5% of his base salary, £24,182 upoen appointment to the Board on 16 May 2022.
Ryan Mangoid received a pension albowance of 15% of his base salary, £69,195. The average pension benefit for the wider workforce is in
excess of 15% of base salary”.

No Director has a prospective benefit under a defined benefit pension.

1 Wa operate a number of different pension arrangernents across the Group including defined benefit pensions in our rail operating campanies. Over 80% of our UK
workforce are in a defined benefit pension (either the Railway Pension Scheme or UK Bus and former local government defined benefit schemes). The cost to the
Company on an accounting basis for these plans is c. 27% of salary. The remainder of cur UK population are in defined contribution schemes — the largest cohort of
which get an employer contribution of 5%. Wa than have a small number of employess eligible for a 15% emplayer contribution, Averaging all of these out gots to an
average UK employee pension contribution of ¢.*8%, although for the majority of our employees this would be ¢.27%.
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FY 2023 performance and reward decisions

As a Committee, we believe it is imperative to strike the right balance between incentivising the management team, rewarding strong
performance, and being equitable in the broader context.

Whan assessing the performance of the Executive Directors, the Remuneration Commitiee takes a broad view of financial performance
delivered, the sharsholder experience and the outcome for the Company's stakehclders, including customers, employees and the
communities in which we operate. When considering remuneration outcomes, the Committee takes into account performance against
specific metrics on safety, including workplace fatalities and injuries, and customer satisfaction, as well as enwvironmental, social, and
governance matiers such as significant environmental incidents, large or serial fines or sanctions from regulatory bodies, and significant
adverse legal judgments or settlements, The Committee has broad discretion to ensure incentive outcomes are appropriate.

FY 2023 Executive Directors’ annual bonus

For FY 2023, the annual bonus maximum opportunity was 150% of salary for both Executive Directors. As in previous ysars, the EABP
aimed 1o incentivise imprroved performance against a range of financial and non-financial metrics. The structure of the bonus was weightsd
so that 70% was based on financial metrics and 30% on non-financial metrics. The Committee retains overriding discretion to adjust the
overall bonus outturn {including to £nil) if 2 serious safety failing or deterioraticn is identified.

The chart below sels oul e targets, performance achioved and corresponding bonus outtums on a formulaic basis against the financial
and qualitative targets,

FY 2023 annual bonus outcome (audited)

Actual Bonus
Measure Weighting _Thre__shold Maximum ResLitt Achievermrent Fayout %6
Adjusfgd ﬁ{pup EBIT (Pre-IFRS 16 basis) 80% £92.2m £112.6m £119.0m 100% B50%
Adjusted Group cash flow 10% f446m  £648m £160.0m 100% 10%
Personal objectives - 30% n/a n/a See below 80% 24%
Graham Sutherland
Objectives L Performance Assessment
Qversee the execution of disposal of residual US assets and Greyhound US property portfalio disposal completed in
completion of Canada closure and afl necessary de-risking. December 2022 for £122m {above fair value at point of Greyhound

disposa! to FlixMability}.

The legacy Greyhound assets and liabilities are now at materially
lower levels than FY 2022 and largely de-risked.

First Transit earnout expecied in early FY 2024 given agreed sale
by EQT to Transdev North America which was announced in
October 2022

Devalap relationships with key investors with a view to holding a We have actively engaged with all key shareholders, further

Capital Markets Day by end of year. developed our roadshow performance/reach, and introduced a
new engagement method with First Rail and First Bus teach-ins
which take place between results announcements, This has given
a number of investors wider access to the FirstGroup management
team and raised confidence in the equity story and our delivery of
financial performance.

investor feedback from baoth financial results roadshows and other
meetings has been increasingly pesitive. Higher fevels of trust
have been backed vip by the positive news flow in the second

half of FY 2023, primarily, the £75m share buyback launched

in Dacember 2022 and the March 2023 trading update on the
improving FY 2023 outlook.

Evaluate and recommend commercial cpportunities apparant from We have assessed and selected 20 First Bus sites for sclar panels,
Bus electrification and upstream energy viability. and they are in the process of being installed. Estimated savings of
c.£1m a year in FY 2024 electricity costs which represents ¢.35% of
related depot energy consumption.
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Annual report on remuneration ccntinued

Consolidéte dé!i;/ery of NROs and monitor and develop non—TOC
activities.

Eétabhsh an Execunve Comm&tee’ and approprla‘re orgamsahon
Structure as a priority.

Demonstrate personal !eadershlp of actron to protect customers and
employees from health and safety risks and continue to improve our
health and safety culture.

Develop and \megrate formal targets on ESG (TCFD) and Diversity
and inclusion as a matter or priority.

Bonus Achlevement for Graham Sutherjland

Payout % for Graham Sutherland

" Good prog progress on GWR and SWR with contract extensions gramed
during the year, securing £35m of annualised EBIT.

In First Rail, we experfenced significant industrial relations challenges
in some of our rail operations, most notably at Avanti and TPE.

In March we agresd an extension of the current contractual
arrangements for WCE with the DfT, to 15 October 2023. The
agreement to extend the contract has allowed our tearn to continue
their focus on delivering their robust plans to enhance services for
our customers, including further progress on our train upgrade and
refurbishment programma. AWG extended for six months. Post
year-end it was announced that the TPE contract would not be
extendad.

Excellent progress on apen access rail with strong performance in
both Lumo and Hull Trains. Yield management impraved consistently
through the year as we were also able to maintain high volumes and
utilisation. Profit performance achieved at ¢.£15m+ for FY 2023,

Strong performances in both Mistral and First Customer Centact. In
FY 2023 the centre supported customers. processing delay repay
claims and passenger assistance bookings, with quick turnaround
times. The shared passenger service centre cperates at a lower cost
than cur previous outsourcfng arrangements and provides a single

_service for customer querles across severa\ First Rail operations.

Revised Group management structure wh|ch led to reduced costs

“Impﬁememted ao- addmona\ governanoe oheckpomt where the CEO

meets with the First Rail and First Bus safety leads on a monthly
basis.

QOverall Group safety performance has remained positive with the
majority of KPls showing improvement in FY 2023 over FY 2022,

At First Rail, five of the six key safety KPls on staff injury, assaulits and
lost time have Improved in FY 2023 when compared to FY 2022,
SPADs and all passenger and third-party injury KPls have impraved
materially in FY 2023 when compared to FY 2022, Only SPAS have
deteriorated in FY 2023, It is worth noting that SPADs are 52%
better/lower than the UK industry.

At First Bus we have seen improvernent over FY 2022 in Lost Time
Injuries, Collisions with major injury, Third Party Injuries and Bridge
Strikes but a deterioration in Collisions, All Injuries and Assaults. The
majority of First Bus KPIs show improvement over the pre Covid KPI
performance. FY 2023 to be seen as a new baseline as we have
been encouragmg employees to report afl i alli \munes even if Mmingt.

TCFD targets in place for Scope 3 emissions agreeo’ at the
Responsible Business Committee. We are committed that 75% of
our suppliers by emissions, covering purchased goods and services
and capital goods, will have science-based targets by 2028, We also
committed to reduce absolute GHG emissions by 20% from fuel and
cnergy-related services achivities.

ED&! targets for the Group have also been set at the Responsible
Business Committee.

120 FirstGroup Annual Report and Accounts 2023



Introduction

Strategic report Governance report Financial staterments

Ryan Mangold

ijgctives _—

Exit of Greyhound US real estate portfolio and éﬁégr%é‘the Co\leétigﬁm
of CARES and ARP attributable to the Group as covered under the
sales and purchase agreement with FlixiMobility.

Performance Assessment

- Cbmpléfed the disposél of the USA real estate portfolio in

Dacermber 2022 above fair value at the time the Group disposed
Greyhound to FlixMobility.

Launched the £75m share buyback pregramme in Decembear 2022
with proceecs fram the sale

Continued to collect CARES and ARP through FY 2023, coliecting
$27m in FY 2023, with the final total to be in line or slightly

ahead of the $41m assumed at the point of sale of Greyhound in
October 2021.

Complete Greyhound legacy liability management strategy, including
embarking on annuitising the Greyhound retirement plan in the USA,
merger of the Greyhound Canada pension schemes and put in place
steps to complete the ultimate de-risking of the legacy pensions
exposure.

Vast majority of the iagafance exposure in USA has been de-risked.

Agresd with the Cffice of the Superintendent of Financial Institutions
the merger of the Canadian pension schemes and have commenced
the closure and wind up of the scheme. Launched the process to
annuitize the Greyhound retirement plan in the USA.

Facilitate the transition of GWR and WCP ontc NRCs at acceptable
contractual arrangements and support further growth in affiliate
contracts.

GWR NRC agreed for three years, with arp(:s'sibility for afu'rtr;er th;ag
years. Agreed two-year NRG extension for SWR. WCP extended for
six months to October 90?&7

Ih\;estigate andsuppoirtM&Aigirowth opportunitias and if successiul
o integrate these targets into the Group.

Acquisition of Ensign and Airpoﬁé;:om;ﬁ\g{éd n F\rst Bu757

Complete the detailed due diigence in upstream energy generation
and prograss the implementation of the proof of concepts at five
sites,

Prograss the Group and UK Bus pansion Soheme_-me;ée; 1o %é‘c-i'ﬁaté
operating efficiencies and reduce costs,

Diligence in the potential opportunity of upsiream energy generation
comgleted. 20 sites selected for solar panels where installation is
being implemented. Estimated saving of ¢.£800k in electricity costs
in FY 2024 representing ¢.35% of depot energy consumption.

wMerger project formally launched with the Trustee.

Maintain investment grade rating and move from 'negative outlook’
with S&P and Fitch.

Fwestment grade Eatmg maintained throughout the year and
removed negative outlook from both rating agencies and now both
are on stable.

Introdiuce a new consolidation platform and deliver material
improvement in financial controls and increase operational efficiency
and accuracy of financial reporting.

Demonstrate personal lsadership of action to protect customers and
employees from health and safety risks and continue 1o improve our
health and safety culture.

OneStream implemented in First Bus and currently being rolled out
in First Rail and at the Corporate centre. Go-live after the FY 2023
is finalised and consolidation on the new platform from Period 3
onwards.

. Ncg 'Compromise in systems and processes for health and safety.

Key focus on this in Business Review Meetings and cther forums
in reviewing Health, Safety and Environment to reinforce the
importance in this area,

Bed down the new finance and corporate structure following the
completion of the restructuring of the carporate centrs, including
improving the D&l of the finance team.

Finance team now fully in place with a materially improved D&| with
female and ethnic minority representation at all levels.

Bonus Achievement for Ryan Mangold

80%

Payout % for Ryan Mangold

24%

As noted in the Chief Executive Officar's review, performance cn the financial measures was strong for the Group as a whole, primarily due
to performance in First Ra#, where revenue and profit from our open access businesses, particularly Lume, exceeded expectations and
growth in First Bus in the second half of the year. There was also strong performance in respect of the non-financial measures (as detailed

above).

The Committee determined that Graham and Ryan had delivered their perscnal objectives to a high standard. The Committee accordingly
awarded them hoth 24% out of a possible 30% for their personal objectives.

Taking intc account the above outcomes, the formulaic EABP award for Graham Sutheriand and Ryan Mangold resulted in a potential
award of 94% of the maximum. The Committee considered this formulaic performance in the context of the Group's wider performance and
decided that it did not need to exercise any discretion to reduce this outcome. Under the approved Policy, 50% of the award is normally paid
in cash with 50% deferred into shares (deferred share awards vest after thres years, subject to continued employment, and are not subject

1o any further performance conditions).
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Annual report on remuneration continued

The overall bonus payout for Y 2023 was therefore as follows:

Graham Sutherland! Ryan Mangeld
Maximum EABP opportunity (% cf salary) B o 0w 150%
EABP Achieved {as % of maximurm N ' o B T oaw 94%
EA?BP (% of gaﬁary) ‘ ) . o 141% : 141 %
Total EABP ) 2681926 | £650,433
EABP - Cash - i B a 7 7  £340,962 | £ees217
E?J\BP - Deferred Shares 2340,963 2325_:; 7

1 Graham Sutherland’s } Y 2023 EABP has been pro-ratod based on the portien of the year he sarved on the Board as CEO,

Long-Term Incentive Plan
The vasting of 2020 LTIP awards was subject to achieving the following performance conditions aver a three-year perfarmance periad fram
1 April 2020 to 31 March 2023,

Vesting of 2020 Long-Term Incentive Awards (audited)

Threshaold: Maximurm: % of award
Metrics Weightir_‘-_g ) Outturn ) 0% 20% 100C% which veslegl__
Relative TSR vs
Comparator Group' BQ% 78th Qgrcentilg 777777777 <Median Median Upper Quartile B 100%
Relative TSR vs
FTSE 250 20% 72nd percentile <Median Median Upper Quartile 90.9%
Total {formulaic outcome) 98.2%
Downwards adjustment to the formu]aic outcome 7 10%
Final outcome ) 88.4%

1 TSH performance was measured against a comparator group of 27 companies of comparablo scale, complexity and activity to FirstGroup.

As disclosed in the 2020 and 2021 ARA, the Committee decided to delay 2020 LTIP grants and target setting to alow adequate time

to better understand the impact of Covid-18 on the wider econamy and our business. The approach to delay setting of targets was
in-ling with advice from main investor bodies and proxy voting agencies, such as the investment Association and Glass Lewis as well as
further progression of cur disposal of the North American divisions. The uncertainties presented by Covid-19, as well as the significant
period of strategic change that the Company was undergoing, presented significant challenges in setting three-year targets for Group
EPS. It would have been difficuit and complicated to measure Group EPS with the disposals happening at different times throughout the
perfaormance period (First Student and First Transit in July 2021 and Greyhound in October 2021) and would require multiple adjustments
to in-flight awards.

Therefore, the Committee determined that the most appropriate approach for the 2020 awardis would be 1o assess performance based on
relative TSR over a three-year period (previously the LTIP was based on 40% Group EPS, 40% ralative TSR, 20% Road ROCE). Relative TSR
avoids the difficulties of setting a profit-related performance target and aligns with the strategy to realise superior returns for our shareholders
through the execution of portfolio raticnalisation.

Awards were made in Septermnber 2020 and the performance targets were fully disclosed at this point. The awards are subject to a two-year
holding period following the three-year performance period as well a3 malus and clawback. Before an award vests, the Commitise must

be satisfied that the underlying performance of the Group is satisfactory. The Committee has the ability to amend the formulaic vesting
outcome if they believe this is appropriate. The Committee believes that having a performance override is an important feature of the plan as
it mitigates the risk of unwarranted vesting outcames.

Consideration of potential windfall gains

When the 2020 LTIP was awarded, as is our usual approach, we committed to review the vasting levels to ensure they are appropriate in the
context of underiying financial performance and the experience of our wider stakeholders while also being rmindful of the guidance from the
governance community about ‘windfall gains’.

The Comrnittee has dermonstrated significant restraint over recent years with actions taken including a reduction to Executive Directors’
salaries when the pandernic first hit, no salary increases for two consecutive years and the exercise of downwards discretion on bonus
cutturns for two consecutive years. At all times we consider the experience of our wider stakeholders when determining the pay for ocur
executives and the Committee has continued to do this when assessing the appropriateness of 2020 LTI vesting levels.
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Background

The Committec considered in detail number of factors when deciding whether the level of vesting is appropriate including share price
performance {on both an absolute and relative basis), underlying financial performance and the experience of our shareholders, with further
detall provided below:

Share price used to determine grant — As disclosed above we delayed setting targets for and granting the 2020 LTIP until September 2020
when we had greater clarity over the impact of Covid-19 on our business, the transport sector and the wider economy. We also were at the
beginning of a period of significant strategic change as we had made plans to divest of our North American businesses. This meant that

the share price at grant (40.13p) was ¢.44% higher than the share price after the initial post-Covid decline in March 2020 {c.28p) resulting in
¢.31% fewer shares granted to the former CEQ and CFO than if the award had bean madea when the share price was at its lowest. While the
FTSE 250 returned to pre-Covid levels in early 2021, given the impact on FirstGroup's sector the recovery took longer demonstrating that the
share price used to determine the grant was not a short-term low point.

Underiying financial performance — There were a number of actions taken by management that resulted in strong underlying financial
performance over the periad as deatailed below.

Responding to the impact of the pandemic:

The management team made a decisive impact in leading the business through the pandemic boy:

= Focusing on cash generation and cost management inftiatives;

® Ensuring sufficient liquidity was in place; and

= Recovering payments from our customers, including securing payment when schools were shut in the US and funds under federal grants.

Since FY 2020 {t April 2019 — 31 March 2020), a year that was almast entirely pre-Covid-19, revenue from continuing operations has
increased by 18% (from £4,040m to £4,755m). Adjusled Operating Profit {on a pre-IFRS 16 basis) from continuing cperations has increased
by 47% (from £81m to £118m). Adjusted EPS from continuing operations {on a pre-IFRS 16 basis) increased from -1.8p to 12.0p.

Experfence of our shareholders — FirstGroup’s TSR outperformed both our comparator group and the FTSE 250 over the three-year
performance period with performance at the 78th and 72nd percentiles, respectively. Performance against cur sector peer group was above
upper quartile and just below upper quartile against the wider FTSE 250. The Committee is comifortable that this demonstrates that share
price performance does not sclely reflect a general market recovery and represents outperformance.

The management team was instrumental in the sale of our North American businessas for a full strategic value of $4.6bn in FY 2022,
following which we returmed £500m to shareholders through a tender offer and strengthened the balance shaet by repaying or de-risking
£2.3bn in debt and other liabilities {including significantly strengthened the funding position of cur UK pension schemes with payments of
£337m}. Additionally, as a direct resutt of the work undertaken by management to stabilize our balance sheet we were able to pay our first
dividend in ten years in August 2022, and return further value to shareholders through the £75m share buyback scheme (announced in
December 2022).

Conclusion

Taking into consideration the factors outlined above, the Committee dacicled that although the formulaic vesting outcome represented
genuine out-performance against both peer groups, was underpinned by strong underlying financial performance and had been achieved
as a direct result of positive actions of the management team over the three year performance period, an adjustment would be appropriate
to reflect the patential for windfall gains, When determining the level of adjustment the Committee took into account a number of reference
points including the share price used o determing pravious awards, share price performance before and through the pandemic as well as
underlying financial performance. It also recognised that management actions have played a clear and demaonstrable role in the Company's
share price performance. The Committee decided to use its discretion and apply a downward adjustment resulting in an overall reduction of
10% of the award. Therefore, the final vesting outcome for the 2020 LTIP was 88.4%, which the Committee considered to be aligned with the
Company's performance and circumstances over the period

As aresult of this outcome, awards vested as follows:

Value attributable

Proportion of Face value of to share price Value of dividend Value of

Total number award vesting sharas vesting movemeant equivalents due rasultant award
Executive Director of shares granted (% max) {£000y (£°000) {2000} {£'000)
CFQ 1,962,274 88.4% £1,843 £1,147 £35 £1,878

1 The face value of the 2020 LTIP at vasting has been calculated based on the average share price over the last three months of FY 2023 {106.3p).

2 £1,147 of the value for the CFO at vesting is attributed to share price growth as the share price at award was 40.13p in 2020. See pages 122-123 for maore information on
what the Committee congidered when detarmining whether the increase In share price was a result of windfall gains,
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Annual report on remuneration continued

Long-Term Incentive Awards made during the year

The Committee determined that the 2022 awards would be measured against EPS, Relative TSR and a Sustainability Scorecard (comprising
two enviranmeantal measuras), over a three-year period,

The measures of the 2022 LTIP are consistent with the 2021 LTIP with the only difference being to align the emissions reduction measure
with the Science Based Targets (SBT), set during FY 2022, for a reduction in our Scope 1 and 2 emissions.

Emissions reduction aligned to our SBT will become the main emissions metric that we report on and a key performance indicator for
the Group. In addition, we consider that using an absolute carbon reductian metric is uttimately more appropriate than a carbon intensity
measure, on the basis that the latter is affected by changes in revenue as well as carbon performance, As was the case with the previous
measure, the Scope 1 and 2 emissions reduction targets are gquantifiable, capable of being independently verified and are closely aligned
with our strategy and investment case.

Both of our sustainability measures will be tracked, measured and reported to our banking partners as part of the Company's
sustainability-linked Revolving Credit Facility.

Awards were made in August 2022 and are subject to a two-year holding period following the thres-year parformance period as well as
malus and clawback, Before an award vests, the Committee must be satisfied that the undertying performance of the Group is satisfactory
and has the ability to amend the formulaic vesting outcomne if they believe this is appropriate. The Commitiee believes that having a
performance override is an important feature of the plan, as it mitigates the risk of unwarranted vesting outcomes,

Details of the performance metrics, targets and comparator group for the 2022 LTIP awards are set out below.
2022 Long-Term Incentive Plan performance metrics {audited)

Sustainability Scorecard

Emissions

Additianal ZE' Recduction.
buses in service/ Scope &2
Adjusted EPS Relative TSR vs on order eIMIS8IoNs

(500 FTSE250" by 31 March 2025 (tC0O,e) reduction’
Weighting o - 50% 35% 7.5% 7.5%
Threshold (20% vesting)' 9.4p Median 340 1,030,000100,(,(3
Maximum {100% vesting) 13.6p Upper quartile 550 §90,000tC0,e

Vesting will be on a straight-line basis between threshold and maximurm.

EPS will be assessed an a pre-It RS 16 basis as this aligns with how performancs is measured internally and is mast readily understocd by management teams (EBIT in
the EABP is measured on a pre IFRS 16 basis for the same reason). A recengiliation from [AS17 to postIFRS 16 EPS will be included in the 'Y 2025 Dirgctors’
Remuneration Report so to provide clarity between the LTIP targets and achigvement relative to the reported EPS on a statutory basis.

3 Relative TSR will be assessed against the FTSE 250 Index.
4 Zero emission.
5 Tonnes of carbon dioxide equivalent (tCC,e) per £1m of raverue.

An LTIP award of 200% and 175% of salary were granted to Graham Sutherland and Ryan Mangold, respectively, on 18 August 2022,

[\l
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2022 Long-Term Incentive Plan grants {(audited)
Details of Graham Sutherland's and Ryan Mangald's awards (granted in the form of conditional share awards} are set out balow:

Number % of award
Share price Face value of shares Face value which vests Performance
Executive Director at date of grant’ (%e of base salary) awardsed of award at threshald Period
Graham Sutherland 113.10p 200% 972,590 £1,100,000 20% 1.4.22 - 31.3.25
Ryan Mangold 113.10p 175% 713,770 ¥ 807,275 20% 1.4.22 -31.3.25

1 The share price at grant for the LTIP awards is closing mid-markst share price for the day preceding the grant date.

Asis normal practice, the Committes will ensure that any vesting is appropriate in the context of underlying financial performance and the
experience of our wider stakeholders. The Committes retaing the ability to apply discretion in the event that the value at vesting is considared
to be an unjustified windfall gain taking into account the performance of the Group.

Directorate changes

Graham Sutherland was appointed as CEO on 16 May 2022. After a period of transition, David Martin stepped down asg Interim Executive
Chairman and resumed the role of Non-Executive Chairman on 1 July 2022.

All Executive Directors are on arolling contract terminable by either party on 12 months’ notice.

Payments for loss of office (audited)
No payments for loss of office were made during FY 2023,

Payments to past Directors (audited}

As disclosed in the 2022 ARA, from the period he stepped down as Chief Executive Officer on 13 September 2021 until the date his notice
expired on 27 July 2022, Matthew Gregory had been available to provide assistance in relation to ongoing projects and to work closely with
David Martin and Graham Sutherland, as required, to ensure a smooth transition.

In line with Matthew Gregory’s service contract and the sharehclder approved Remuneration Policy, his salary, pension and bensfits
continued to be paid as usual during this period. If the termination date had been brought forward from 27 July 2022, then any payments
made in respect of the unexpired notice period would have been made in instalments, and subject to mitigation and reduction in the event
Matthew Gregory took up alternative employment.

Amounts paid in FY 2023 after Matthew Gregory stepped down from tha Board are set out below.

Salary Benefits” Pensicn LTIP? Total
Exacutive Director £000s R000s £000s £000s £000s
Matthew Gregory 205 4 28 2,355 2,593

1 Benefits include car alowance and medical insurance.

2 The value of the 2020 LTIP at vesting has been calculated based on the average share price over the last three manths of FY 2023 (106.3p). The value of the LTIP
includes dividend equivalents of £43,501.

As disclosed in the FY 2022 remuneration report, Matthew Gregory's unvasted awards under the 2020 LTIP (in relation to 3,164,556 shares)
would not lapse by reason of his leaving employment, and remained eligible {o vest on the normal vesting date in accordance with the

rules of the LTIP and subject to the satisfaction of performance conditions and pro-rating for his period of employment. As disclosed in the
Vesting of 2020 Long-Term Incentive Awards’ section on pages 122-123, the formulaic vesting ocutcome was 98.2% of maximum, however,
the Committee determined that a 10% reduction to this was appropriate, resulting in a final vesting outcome of 88.4% . After application

of pro-ration for his period of employment and application of the performance, 2,175,064 shares will vest on 8 dune 2023. Vested shares
are subject to a further two-year holding period following the end of the performance period. No further LTIP awards were made to
Matthew Gregory.
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Annual report on remuneration continued

Performance graphs

The graph below shows the TSR performance of £100 invested in FirstGroup plc shares over the past ten-years compared to an equivalent
investment in the FTSE 250. The FTSE 250 Index has been selected as it provides an established and broad-based index, of which the
Company is a constituent.

€
200

100 —-

50—~

0 .. [ S - . . . .
31/03412 31/03/14 31/03/16 31/03/16 31/03/17 31/03/18 31/03118 31/03/20 31/03/21 31/03/22 31/03/23

—=  FirstGroup plc —— FTSE 250 Index
Total shareholdear return Total shareholder return

1 Voo

Sourca: Thomson Reuters Datastream

TSR is measured according to a return index calculated by Thomson Reuters Datastream on the basts that all the Company's dividends are
reinvested in the Company’s shares. The return is the percentage increase in the Company’s index over the ten-year period

Remuneration of the Chief Executive Officer

The table below shows the total remuneration figure for the Chief Executive Officer, during each of the past ten-years. The total remuneration
figure includes the annual bonus and LTIP awards that vested based on performance in those years, The annual bonus percentages show
the payout for each year as a percentage of the maximum.

2019 2079 2019 2022 2022 2023 2023
(Tim (Woifhart (Matthew {Matthew  (David (David (Graham
2014 2008 2016 2007 2018 OToole) Hauser) Grogory) 2020 2021 Gregory) Martiny  Martin)Sutherland)

7T6tal remunaration
£000s) 49867)1647 1,248“ ~tzer 1100 1vE 266° 422 788 840 2,246° 3207 1348 1,191%

LABP (% of
maximum potential
LTIP vesting (% of

501 57 159 - - na 334 . - 97 na  na 94

maximum potential) - - - 163 : - n/a 12.5 12 146 885 va n/a -
1 An LABP was not paid to Tim O'Toole in 2017 and instead he received a conditional deferred share award

2 No EABP was paid to Tim O'Toole in 2018.

3 Remuneration for Tim O'Toole until he stepped down as CEQ on 31 May 2018. Tim O'Toole was not eligible for an annual bonus or LTIP awards.

4 Rermuneration for Wolfhart Hauser for his perod as Fxecutive Charman, 1 Juncto 12 November 2018, Wolfhart Hauser was not aligible for EABP or LTIP awards.

5 Remuneration for Matthew Gregory as Chief Executive from 13 November 2018 to 31 March 2019,

6 Remuneration for Matthew Gregory as Chief Executive from 1 April 2021 to 13 September 2021,

7 TMemuneration for David Martin for his period as intenm Excoutive Chairman from 13 Septernber 2021, David Martin was nat ¢lgible for EABE or L TIP awards,

8 Rermuneration for David Martin for his period as Interim Executive Chairman until 30 June 2022, David Martin was not eligible for EABP or | TIP awards

8 Remuneration of Graham Sutherland from his appointment as Chief Executive Officer on 16 May 2022, salary and EABP have baen pro-rated for time served.
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Non-Executive Directors’ {NEDs) and Chairman’s fees (audited)

Introduction

Strategic report

Govemance report

Financial statements

No changes were made to NEDs' fees in FY 2023, Thase remained at £58,000 p.a. with additional fees of £12,000 p.a. payable to the Senior
Independent Director and the Chairs of the Audit, Board Safety/Responsible Business, and Remuneration Committees.

During the period 13 September 2021 to 1 July 2022, David Martin took on the interim role of Executive Chairman, while a new Chief
Executive Officer was being recruited. To recognise the additional time commitment associated with this, the Committee agreed a temporary
increase in fees to £535,000 p.a.

FY 2023 FY 2002

Committee Taxable Committée Ta;;trlemwwm T

£'000 Basic Fee Chair SID  Benefits! Tatal Basic Fee Chair SID Benefits’ Total
David Martin® a6 - - 52 418 435 - - a3 468
Warwick Brach? 1 - - 1 20 58 - -~ 58
Sally Cabrini 58 12 T 1 e T 2 2
Myrtle Dawes 58 - - 6 64 - - - -
Claire Hawkings® 58 12 - s 73 11 2 - - 13
Jane Lodge® 58 12 - 2 72 4 9 - 2 55
Peter Lynass 58 o 1z 2 72 22 7 9 1 61
Julia Steyr® 19 R - 1 20 58 - 2 60
Ant GfeenT_- T B ﬁ58 - - 58 58 - — 7: 77@

1

~ DG B~ W

The Company meets all reasonable travel, subsistence, accormnmaodation, and other expenses, including any tax where such expenses are deamead taxable, incurred by

the Chairman and NE:Ds in the courss of perfarming their duties.

David Martin became Fxecutive Chairman on 13 September 2021 and resumed the role of Non-Executive Chairman on 1 July 2022 For the period he was Fxecutive
Chairman he was paid an additional fee of £225,000 p.a., bringing his total fees to £535,000 p.a. When he returned to the role of Non-Executive Chairman his foe

returned to £310,000 pa.

Warwick Brady stepped down from the Board on 27 July 2022 and his tees were pro-rated
Claire Hawkings was appointed as a NED on 21 January 2022 and her fees for FY 2022 were pro-ratad.

Jane Lodge and Peter Lynas were appointed as NFDs an 30 Jung 2021 and their faes for FY 2022 were pro-rated.
Julia Steyn stepped down from the Board on 27 July 2022 and her fees for FY 2022 were pro-rated.

Anthony Green was appointad as Group Employee Director on 15 Septermnber 2020. [n addition (o his fee as Group Employee Directar, Anthony received sarrings from

the Group as an employee amounting to £25,398 in 1Y 2022 and £24,8%98 in FY 2023.
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Annual report on remuneration continued

implementation of Remuneration Policy for FY 2024

Annual base salary

The Committee carefully considered base salary increases for the Executive Directors holistically, taking inte account FY 2024 base

salary increases applied to the wider workforce (see page 115 for more information), Investor guidance that base salary increases for
Executive Directors should bhe lower than those provided to the wider workforce, the Group's strang performance in FY 2023 as well as the
macroeconomic environmenit, including high rates of inflation experienced during 2023,

The Committee decided it would be appropriate to award a lower percentage increase to the Executive Directors so that greater focus could
be on lower paid employees across the Group. Therefore, the Committee decided it was appropriate to award a base salary increase of 3%
for Graharm Sutherland and Ryan Mangold, increasing their base salary to £566,500 and £475,200, respectively, from 1 April 2023.

FY 2024 Executive Directors’ annual bonus

For FY 2024, the FABP will continue to incentivise improved performance against a range of financial and non-financial metrics. The
financial targets are set by the Committee based on a number of factors such as the Group's business plan, individual business unit ievel
performance, consensus, and expectations for FY 2024, The performance measures and targets for FY 2023 will be disclosed in next year’s
report when they are no longer commercially sensitive, however at least 50% of the bonus will be based on financial measures in line with
the approved shareholder Remuneration Policy.

The FY 2024 annual bonus maximum and threshold levels of bonus as a percentage of base salary will be as follows:

Execuﬂve Direcgor - s . B Maximurm Tl__)_resho!d
Graham Sutherland . 3 B 150% 0%
Ryan Mangold 150% 0%

All payouts will be subject to the Gommittee’s discretion as weil as malus and clawback provisions. 50% of any bonus earned will be
deferred into the Company's shares for three years, conditional upan continued employment, The Gommittee has demonstrated in
assessing bonus outcomes, including in respect of FY 2021 and FY 2020, that it is prepared to set aside the formulaic outcome and reduce
awards ar introduce a further conditicn, to ensure that business performance or the impact of a significant event is properly reflected.

2023 L.ong-Term Incentive Awards
It is the Comimittee’s intention to make awards under the LTIP this year, Awards of 200% and 175% of salary will be made to the Chief
Executive Officer and Chief Financial Officer, respectively.

The measures of the 2023 LTIP will be consistent with the 2022 LTIP with the only ditference being to how we prasent our emissions
reduction target. In the 2022 LTI our emissions reduction targets are presented as an absolute emissions figure, however, for the 2023 LTIP,
we present this as a percentage reduction from our SBT base year (FY 2020).

Details of the performance metrics, targets and comparator group for the 2023 LTIP awards are set out below.

Sustainability Scorecard
Additional ZE* Emissions Reducton:

buses in servicer Scope 1&2 emissions
Adjusted Relative TSR on order by 1C0O &) reduction from

EFS [50%) vs FTS

280 SHT base year 2020

L - 50% 7.5%
Threshold (20% vesting)” L B o 12ap Median _BOO 12% reduction
M@ximum (loo%ivesting) - ] 18.7p - Upper quartile 850 15% reduqtion

o

Vesting will be on a straight-iine basis between threshold and maximum.

£PS wilf be assessed on a pre-'RS 16 basis as his aligns with how performance is measured nternally and is most readity understood by management teams {EBIT N
the EABF is measured on a pre-|IFI3S 16 basis for the same reason). A reconciliation from |AS17 to post-IFRS 16 EPS will be included in the FY 2026 Directors’
Remuneration Report 80 to provide clarity between the LTIP targets and achievement relative to the reported EPS on a statutory basis, '

Relative TSR will be assessed against the FTSE250 Index.
4 Zero emission.
5 Tonnes of carbon dioxide equivalent (tCOge).

n

W
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Directors' interests in share awards (audited)
I he outstanding LTIP, deflerred share bonus awards of Directors are set out in the table below. There have been no changes 1o the terms of
any share awards granted to Directors.

During year
Number of Number of
shares shares Date on which
under award under award Uxercise Face value of  awards vest/
Bate as at Awards Awvards Awards as at price awards become Expiry
D\rector'r Plan’ at grant 27.03.22 yranted  exercised lapsed 25.03.23 £} o ) (E)__‘ - _exerci8§bie_‘___ date
Graham
Sutherland LT\PW 18.08.22 - 972,580 - - 972,590 nif 18.08.25 18.08.28
Ryan LTIP 19.08.19 765,176 - BY7A79T 87,866 - nil 19.08.22 19.08.25
Mangold 240020  1.962274 - - - 1eee27a - 162,036 02.04.23 020424
02.08.21 934,274 . - - 834,274 nil 787 500 02.08.24 020825
18.08.22 - 713,770 . - 713,770 nit 807,275 - 18.08.25 18,0828
Deferred
bonus
shares 18.08.22 - 289,458 - - 289,456 nil 327375 18.08.25 18.08.32

1 LIIP—grantad in the fram of nil cost options or conditional share awards granted under the Long-Term incentive Plan. Awards prior to FY 2023 were typically made in
tha form aof nil cost options. From FY 2023 awards were made as conditional share awards, Awards are subject to clawback and malus and subject to an additional
twao-year holding period.

Deferred bonus shares — granted in the form of nil cost options or conditional share awards under the EABP. Awards are subject to clawback and malus.
Participants are entitled to receive accruad dividends and dividend equivalents under the LTIP and EABP pro-rated in proportion to the amount of the award that vests

2 The table above shows the maximum number of shares that could be released if awards were to vest in full. Inrespect of LTIP and deferred bonus awards, participants
are entitled to receive dividends or dividend equivalent amounts, once the share awards haveo vested.

3 The face value of LTIP and deferred bonus awards made has been calculated by multiplying the maximum number of shares that could vest by the average closing
mid-market share price for the five days preceding the grant date for awards made prior to FY 2023, For awards made in FY 2023 the face value of LTIP and deferred
banus awards has been calculated by multiplying the maximum number of shares that could vest by the average closing mid-market share price on the day preceding
the grant date, £1.1210.

4 LTIP awards will not vest until the date the Committes determines whether performance conditions have bean met, or if later, the date specifiad above. If dealing
restrictions apply on the date of vesting then vesting will occur on the first date after dealing restrictions cease to apply.

5 The market share price on the date of exercise, 22 August 2022, was £1.09 for a total market value of £738,125.
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Annual report on remuneration continued

Directors’ shareholding, shareholding guidefines and summary of outstanding share interests {audited)

Under the terms of the Policy approved by sharehoiders at the 2021 AGM, Executive Directors are expected to hald shares, or rights to
shares in the Company, equivalent to a minimum cf 200% of base salary within a five-year period from their date of appointment to create
greater alignment of the Executive Directors’ interests with those of sharehclders. This represents an increase for the GFO from 150%. The
Policy approved at the 2021 AGM also introduced post-cessation shareholding guidelines where Executive Directors are normally expected
to hold the in-employment guideline (or full actual holding if fower) in the first year following cessation of employment and 50% (or full actual
holding if lower) in the second year following cessation of employment.

The Commitiee reserves the right o relax or waive the application of such guidelines in certain circumstances, including the impending
retirement of an Executive Director.

The table below sets out the shareholdings of the Executive Directors and their connected persons’ shareholdings (including beneficial
interests) and a summary of outstanding and unvested share awards as at 25 March 2023. It shows that Graham Sutherland’s current
shareholding is 38.9% of his base salary and Ryan Mangold's current shareholding is 172.5% of his base salary.

The Committee believes that it is an essential part of the Policy that Executive Directors build significant shareholdings. The retention
and build-up of eguity is important I a long-term business such as FirstGroup, as it encourages decisions to be made on a long-term,
sustainable basis for the benefit of customers and shareholders.

There has been na change in the Directors’ interests in the ordinary share capital of the Company between those set out below and the
date of approval of this report. The beneficial interests of Directors who served during the year ending 25 March 2023 and their connected
persons in the shares of the Company as at that date and 27 March 2022 are shown below.

Ordinary shares
beneficially owined

Unveasted

Current %o

)\/ésted but noT
at 28.03.22 or Annual Unvested exercised Shareholding shareholding  shareholding
Date of appointrrent at Bonus/ LTIP Annuval Bonus”  raquirement as %o of requirernant
Dhrectors appoiniment  date if later 25.03.23° SIP Shares- Shares'  LTIP awards as % of salary salary™ ™ achieved
Executive Directors o - i
Granam Sutheriand  16May22 - 211181 wa 972590 ol 200%  38.9%  194%
RyanMangold  31May19 280634 632,113 230170 3610318 wa  200%  1725%  862%
Non-Executive Directors® - - -
DavidMartn  16AuglS - - o T T e T
Warwick Brady®  24Jun14 108701 1801 - I
SelyGaprini | 2ddan20 - i0000 - T T
Myrtle Dawes 1Az - o - oo T T )
Anthony Green 15Sep 20 -
Claire Hawkings  21danz2 100 R - - -
Janelodge  @0June21 15000 18000 - - - T ‘
Peterlynas  30June21 80000 80000 - - oo
JuiaSteyn®  oMaylS - oo T T

1 Ryan Mangold participates in the ali-employes Share Incentive Plan (SIP}. His Partnarship Shares are held in trust and are not at risk of forfaiture. Ryan Mangold
acquired an additional 140 Partnership Shares betweon 26 March 2023 and the date of approval of this Report.

2 Annual bonus shares are deferred shares that are subject to continued empiloyrment, but not subject ta further performance conditions.

SIP Matching Shares awarded to Ryan Mangold are held in trust and are at risk of fortaiture if the corresponding Partnarship Shares are withdrawn from trust within
three- years. Ryan Mangold was awarded an additional 18 Matching Shares betwesn 26 March 2023 and the date of approval of this Report.

(A

L TP awards are conditional share awards and nil cost options subject 1o ongoing performance conditions,

Based on the closing mid-market share price on 26 March 2023 (£1.012).

Graham Sutherland has until 16 May 2027 o meet his current shareholding guidetine.

Ryan Mangold has until 31 May 2024 to mest his curent sharcholding guideline.

The % shown includes the after-tax value of vested but unexsrcised awards and the aftertax value of unvested EABP awards that are subject to continued ermployment.
Shares for Non-Executive Directors are held outright with no attaching performance conditions.

10 Warwick Brady and Julia Steyn stepped down from the Board on 27 July 2022,

O o ~N 33 e
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Ditution

The Company ensures that the level of shares granted under the Company’s sharo plans and the means of satisfying such awards remains
within best practice guidelines, so that dilution from employee share awards does not exceed 10% of the Company’s issued share capital for
alt share plans and 5% in respect of executive share plans in any ten-year rolling period. The Committee monitors dilution levels at least once
a year. At 25 March 2023, 3.03% of the Company’s issued share capital had been issued for the purpose of the SAYE, BAYE, and LTIP over
a ten-year period.

Employee Benefit Trust (EBT)

The FirstGroup EBT has been established 1o acguire ordinary shares in the Company, by subscription or purchase, from funds provided by
the Group to satisfy rights to shares arising on the exercise or vesting of awards under the Group’s share-based incentive plans. As al 25
March 2023, 13,176,653 shares were held by the EBT to hedge outstanding awards of 27,216,152, This means that the EBT holds sufficient
shares to satisfy approximately 48.4% of cutstanding awards.

External beard appointments

Where Board approval is given for an Executive Director to accept an outside non-executive directorship, the Director is entitled to retain any
fees received, unless the appointment is in connection with the business of the Group. None of the Executive Directors currently sit on any
other external company boards.

Percentage change in remuneration levels

The table below shows the movement in the salary, benefits, and annual bonus for all Directors between the current and previous financial
year compared 1o that for the average UK employee (First Bus and First Rail, but excluding the Corporate centre). For the benefits and bonus
per empioyee, the figures are based on those employees eligible to participate in such schemes.

Executive Directors Non-Executive Directors
Average UK
S ,E,TP!??{??%;,,,,,,,,,9?%"‘, - RV _ bmee wB™ SCGE MD? CH JL‘:‘W PLM Js® AGE

g§ Salary/Fees 5.9% n/a 2.4% 0.0% 0.0% 0.0% n/a 0.0% 00% (14.6%) 0.0% 0.0%
o=
g‘; Benefits (7.3%) na 0.0% 56.5% na  (41.8%) rn/a na 220% 116.2% (72.1%) 0.0%

L
F 2 Annual Bonus (32.3%) na  {0.79%) - - - - - - - - -
55 Salary/Fees’ "A% one 7% ci% o 71% B1% 0 wa A wa ona o 71% 00%
ég Benefits 4.2% na  00% n/a 00%  na ____n/c—_;l_ rva NMa  nla __Q{a_ __0.0%
g Annual Bonus  576.6% n/a n/a - - - - - - - - -
g,g Salary/Fees’ {2.4%) na {B.795) (6.7%) B.7%) {5.7%) na na na na 18.7%:) n‘a
% T Benefits 9.4% na  0.0% (100.0%) 0.0%  0.0% n/a na nfa rna  {100.0%) 0.0%

[N
2 Annual Bonus {66.2%) n/a n/a . - - - - - =
%g Salary/Fees 8.1% na n/a n/a 0.0% n/a n/a nva n/a nva n/a n/a
o [Pk o —_ I
% g Benefits {4.8%) n/a n/a n/a 0.0% n/a nfa na n/a na n/a n/ar
&2 Annual Bonus 37.2% na n/a - - - - - - - - -

1 Directors’ salary/fee figures far Iy 2021 reflact the voluntary 20% reduction between April to July 2020. There have been no changes to NED fees since 2019.

2 Payincreases for the majority of UK employees in | irst Bus and First Rail are collectively bargained with trads unions in individual operating companies in First Bus and
First Rail. Some of these agreemants are multi-year deals. The intrease in Bensfits In FY 2021 reflects the inclusion of Avanti employees for a full year. The decrease in
annual bonus in FY 2021 reflects no management bonuses paid in the Rail business in FY 2021,

3 Graham Sutherland was appointed to the Board as CEO on 16 May 2022, as such, no comparigon to FY 2022 is available.

4 Ryan Mangold was appoirtad to the Board as CFO on 31 May 2018, therefore, his FY 2020 pay has been annualised for comparison purposes. Bonuses were not pad
In FY 2020 or FY 2021, therefore, the psrcentage change in annual bonus to FY 2022 is 'n/2’, meaning that the year-on-ysar changs cannct be calculated.

5 David Martin, Sally Cabrini, Julia Steyn and Ant Green weare appointed to the board in FY 2020, FY 2020 fees have been annualised for comparisan purposes.

6 David Martin was appointed Interim Executive Chairman on 13 September 2021, as such he received a temporary feg increass to £535,000 per annum. David Martin
resumed the role of Non-Executive Chairman from 1 July 2022 and his fees returned to £316,000 per annum. For comparison purposes FY 2022 and £Y 2023 fees
ralate to tha foos ho raceives as Nan-Fxaautive Chalrman, David Martin did not have any taxable benefits relating to FY 2021, thaerefors, the percentage change in
benefits to FY 2022 is ‘'n/a’, meaning that the yvear on year changs cannot be calculated.

7 Warwick Brady and Julia Steyn resigned from the Board on 27 July 2022, FY 2023 fees have been annualised for comparison purpases.
8 Myrtle Dawes was appointed to the Board on 1 April 2022, as such, no comparison to FY 2022 is available,
9 Claire Hawkings, Jane | odge and Peter Lynas were appointed to the Board in FY 2022, FY 2022 fees have been annualised for comparison purposes.

10 Peter Lynas served as Chair of Board Safety Committee frormn September 2021 to March 2022, for comparlson purposes the fee he recelved as Chalr has been
annualised. Peter Lynas' fees decreased in FY 2023 compared to FFY 2022 as he no longer served as Chair of a Committee.
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Relative importance of spend on pay
The table below ilustrates the Company's expenditure on pay in compariscn to adjusted operating profit and distributions to shareholders by
way of dividend payments.

FY 2023 FY 2022
B, __Em £m % change
Adjusted operating profit’ T T ) i S @4/ o 7?6.84‘ o {32)%
Ostiodtions osharehoiderst T T T T g T T Teee i
Totalemployespay’ 7 ysp3  zis42 9%

1 Group adjusted operating prefit has been used as a cornparison as it is & key financial metric that the Board considers when assessing Company performance.

2 Distributions to sharehalders of £45.9m in Y 2023, which consists of £14.8m1 In dividends and £31.1m: snare buyback (£36.1m including refated costs).

Total employes pay 18 the otal pay for all Graup employces, including pension and socal security costs. The average monthly nurnber of employeesin FY 2023 was
28,983 (FY 2022" 53,323). The decrease in total employes pay and average monthly number of employees from FY 2023 to FY 2022 is a resull of the sale of our Narth
American businesses in FY 2022,

Committee membership and attendance

The mambership of the Cammittas is shown on page 107 and attendance is set out on page 86, Aftar each mesting, the Chair of the
Committee presents a report on its activities to the Board. The Chairman, Chief Executive Officer, Group HR Director, and Gompany
Secretary will normaly attend rmeetings by invitation, 1o provide advice and respond 1o specific questions. Other attendess may include
the Chief Financial Officer, the Group Cerporate Services Director, the Group Head of Reward, the Employee Director and the Committeg's
external remuneration adviser. Attendees are not involved in any decisions and are specifically excluded from any matter concerning their
own remunetation. The Deputy Caompany Secretary acts as secretary to the Committee,

]

Who supports the Committee?

The Committee continues to receive advice from independent external remunsration advisers, Willis Towers Watson (WTW). The Commities
appainted WTW in FY 2020, following a competitive tender process led by the Ghair of the Committee. The Cammittee is solely responsible
for their appointment, refention and termination and for approval of the basis of their fees and other terms. The Chair of the Committee
agrees the protocols under which WTW provide advice.

WTW is a member of the Remuneération Consultants Group Code of Conduct and adhsares to this Code in its dealings with the Committee.
The Committee reviews the appointment of its advisers annually and is satisfied that the advice it receives is objective and independent.

During the course of the year, WTW provided independent advice and commentary on a range of topics including Directors’ remuneration
reporting, discretionary share plans, corporate governance and executive reruneration trends and shareholder consultation. WTW fees for
advice provided to the Committes were £77,954 (FY 2022: £115,500), charged on a time-spent bagis. WTW provides remuneration advice,
including the provision of benchmark data, 1o the Cornpany.
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Shareholder voting on remuneration

At the 2021 AGM, shareholders approved the Directors’ Remuneration Reporl and Directors’ Remuneration Pohcy which were published in
the FY 2021 Annual Report and Accounts. The results of these votes are shown below, together with the rasult of pravious shareholder votes
on remuneration resolutions since 2015.

To approve the Directors’ To approve the Directors’
Remuneration Report Remuneration Policy

at the 2n22 AGM at the 2021 AGM

2022 AGM voting 2021 AGM vaoting

o -

& Votes for 478,167,186 @ Votes for 943,536,831
@ Votes against 90,005,515 @ Votesagainst 940,117
Votes withhald 1,319,750 Votes withheld 3,531,863

* Note: A "Wote withheld' is not a vote in law and 12 not counted in the calculation of the viotes ‘For’ and ‘Against' a resolution.

o approve the relevant Directors’ Remuneration Report Votes For Votes Against

2022 AGM BA1E%  1584%
2021 AGM 98.4370/;” S _1_5_7%_
MM— S 99.99% 0.01%

2018 AGM S e 95.37% 3.63%

2017 AGM S o 8.68%

2016 AGM ’ 3.47%

To approve the Dirsctors’ Remuneration Policy Vates For Votes Against

2021 AGM o I o 95.84% 416%

2018 AGM S 84.52% 15.48%

5015 AGM S oo 92.82% 7.18%_
Further engagement

The Committee values its continued dialogue with shareholders and engages directly with them and their representative bodies at the
earllest cpportunity. Sharehacider feedback received in relation 1o the AGM, as well as any additional feedback and guidance received during
the year, is considered by the Committee as it develops the Company’s remuneration framework and practices.

I ling with Provision 3 of the Code, the Committee Chair welcomes questions from shareholders on the Committee’s activities.

Sally Cabrini
Chair, Bemuneration Committee
8 June 2023
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Annual report on remuneration continued

Compliance with the Corporate Governance Code

P Remuneration policies and 33 Delegation of responsibilities and The Committee most recently used

practices designed to support
strategy

The Directors' Remuneration Policy,
approved at the 2021 AGM, was
designed with consideration of

the UK Corporate Governance

GCode. The majority of the Executive
Directors’ remuneration is through
performance-related incentives linked
to the Group's strategic goals. Half

of any Executive Directors’ annLial
bonus that vests under the EABP

is deferred into shares that vast

after three years. Any awards that
vest under the LTIP are subject to

a further two-year holding period.
Addfiionally, the Executive Directors’
have a shareholding guidelines and
post-cessation shareholding guidelines
provide a clear link to the Group's
ongoing performance and shareholder
experience. See pages 132-141 of the
FY 2021 Annual Report and Accounts
for the full remuneration policy.

Formal and transparent procedure
for developing policy on executive
remuneration

FirstGroup welcemes open and
frequent dialogue with shareholders
on its approach 1o remuneration. Major
shareholders have been consulted

on the Committee’s approach to
remuneration.

Directors to exercise independent
judgment and discretion when
authorising remuneration
outcames

The remuneration policy allows for the
use of discration o adjust the formulaic
incentive outcomes if they are not
reflective of underlying performance of
the Group. As noted under Provision
37, discretion has been applied to
reduce formulaic outcomes under

the EABP in FY 2020 and FY 2021,
rasulting in no bonus being awarded
in either year.

32 Establish a remuneration

committee

The Company has a Remuneration
Committes in accordance with the
requirements of the Code.

review of workforce remuneration
and related policies

When determining senior team pay the
Committee considers it in the context
of wider workforce pay, policies and
practices. Each year, a number of items
are tabled at Committee meetings to
ensure the approach throughout the
Group is fair. See pages 115-117 for
further information.

34 Non-executive director

remuneration

The Company's NEDs each receive

an annual fee reflecting the time
commitment for their roles, An
additional fee is paid to the Senior
Independent Director and Chairs of the
Audit, Remuneration and Responsible
Business Committeas to reflect the
additional time commitment associated
with these roles. The NEDs do not
receive any performance-related pay
or equity awards. NEDs are permitted
1o buy shares in the Company, subject
to the Company’s share dealing code.
See page 127 for fees paid to NEDs
and the Chairman.

35 Consuitants appointed by the

committee

Willis Towers Watson was appointed by
the Committee in FY 2020

36 Remuneration schemes should

promote iong-term holdings by
executive directors

Executive Directors are required to

hold shares to the value of 200%

of base salary within five-years of
appointment. Post-cessation, Executive
Directors must maintain 100% of their
in-employment shareholding guideline
in the first year following employment,
dropping to 50% in the second year (or
the full actual holding if lower).

37 Use of discretion

As noted in Principle R, the Commitice
has the abillity to usa discretion to
override formulaic cutcomes.
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their discretion to reduce formulaic
outcomes under the FY 2020 and Fy
2021 EABP, resulting in no payout in
both years, to ensure performances is
refiective of the Company’s underlying
performance and alignad with the
shareholder experience. Additionally,
rnalus and clawback provisions apply
to both the EABP and LTIP.

38 Only basic salary to be pensionable
The Gompany complies with this
provision and pension contributions are
aligned with the wider workforce. See
page 118 for further information.

39 Notice and contractual periods

The notice andl contractual periods for
the Exacutive Directars are for one vear,

40 Matters to be addressed by the
committee when determining
remuneration

The current remuneration structures
acdress the principles of clarity,
simplicity, risk, predictability,
proportionality and alignment 1o
culture. See page 111 for further detail
on how the agreed Remunaration
Policy addresses these factors.

41 Report on the work of the
committee and reporting
requirements
The strategic rationale for our
Executive Director remuneration
policies and structures is set out in the
Remuneration Commitiee Chair's letter
on pages 107-109 and in the Annual
Report on Remuneration on pages
118-133, The Commiittee is satisfied
that the remuneration outcomes arg
appropriate, consideting internal and
external measures and the wider
workfarce pay.

We encourage an open dialogue
with sharehoiders on executive
remuneration matters.

In developing the Rermuneration
Palicy we consider alignmernit with

the wider workforce pay policies.

The Remuneration Committee Chair
regularly attends Emgloyee Director
Forums and answers questions about
exacutive remunaration.
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Directors’ report and
additional disclosures

The Directors present their report on the
affairs of the Group, together with the
audited financial staterments and the report
of the auditor for the 52 weseks ended

25 March 2023. Information required to be
disclosed in the Directors’ report may be
found below and are incorporated into the
Directors’ Report by cross reference to the
following sections of the Annual Report
and Financial Statements in accordance
with the Companies Act 2006 {the 2006
Acty and Listing Rule 9.8 4R nf the Financial
Conduct Authority.

Information Page
Sustainability governance 38
Greenhouse gas emissions o 45
Likely future developments in the 18
business B
Risk factors and principal risks; going

concern and viability statements 87-77
Governance arrangements; human

rights and anti-corruption and bribery 56
matters

Long-term incentive schemes 114
Financial instruments and related

market transactions 162-183

Directors

The Directors of the Company who served
during the year, and those appointed after
the end of the financial year, are shown on
pages 88-90. Warwick Brady and Julia Steyn
stepped down following the 2022 AGM on
27 July 2022, Myrtle Dawes and Graham
Sutheriand were appeinted 1o the Board with
effect from 1 April 2022 and 16 May 2022
respectively.

Details of the Directors’ interests in shares
can be found in the Directors’ remuneration
raport on page 130.

During the year, no Director had any

interest in any shares or debentires in the
Company's subsidiaries, or any material
interest in any contract with the Company or
a subsidiary being a contract of significance
in relation to the Company’s business.

Powers of the Directors

The Directors are responsible for the
management of the business of the
Company and may exercise all powers of the
Company subject to applicable legislation
and regulation and the Company’s Articles.

Directors’ indemnities and
liability insurance

FirstGroup maintains liabiity insurance for

its Directors and Officers. The Company

has also granted indemnities to the extent
permitted by law to each of the Directors,
the Company Secretary and a number of
cther executives and senior managers.
These indemnities are uncapped in amourtt
in relation to certain losses and liabilities
which they may incur to third parties in the
course of acting as a Diroctor or Officer

of the Company or any of its associated
companies. Neither the indemnity, nor
insurance cover provides cover in the

event a Director or Officer is proved o

have acted fraudulently or dishonestly. The
indamnity is categorised as a 'gualifying
third-party indemnity’ for the purposes of
the Companies Act 2006 and will continue in
force for the benefit of Directors and Officers
on an ongoing basis.

Conflicts of interest

The Directors have a statutory duty under
the Companies Act 2006 to avoid situations
in which they have, or can have, a direct or
indirgct interest that conflicts, or may conflict,
with the interests of the Company. This

duty is in addition o the existing duty that a
Director owes to the Company to disclose to
the Board any transaction or arrangement
under consideration by the Company. The
Company's conflict of interest procedures
are reflected in the Articles. In line with the
Companies Act 2006, the Articles allow the
Directors to authorise conflicts and potential
conflicts of interest whare appropriate. The
decision to authorise a conflict can only be
made by non-conflicted Directors. Directors
do not participate in decisions concerning
their own remuneration or interests.

The Company Secretary minutes the
consideration of any conflict or potential
conflict of interest and authorisations granted
by the Board. Cn an ongoing basis, the
Directors inform the Company Secretary

of any new, actual or potential conflict of
interast that may arise or if there are any
changes in circumstances that may affect
an authorisation previously given. Even
when authorisation ig given, a Directer is
not absolved from their duty to promote the
success of the Company.
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Furthermore, the Articles include provisions
relating to confidential information,
attendance at Board meetings and
availability of Board papers to protect a
Director from breaching their duty if 2 conflict
of interest arises. These provisions will only
apply where the circumstance giving rise 10
the potential conflict of interest has previously
heen autherised by the Directors. The Board
considers that the formal procedures for
rmanaging conflicts of interast currently in
place have operated effectively during the
year under review.

Election and re-election of Directors

Directors are required under the Articles

to submit themselves for election by
sharehoiders at the AGM following their
appointment by the Board. Alsc, in
accordance with best practice and the Code,
all of our Directors put themselves forward
for re-election by shareholders annually and
will do so at the AGM on 21 July this year.

Disclosure of information to the
external auditor

Each of the Directors who held office at

the date of approval of this report confirm
that, so far as they are aware, there is no
relavant audit information {being information
needed by the auditor in cannection with
preparing their audit report), of which the
Company’s auditor is unaware, and each of
the Directors has taken alt the steps that they
ought reasonably tc have taken as a Director
in order to make themselves aware of any
relevant audit information and to establish
that the Company's auditor is aware of that
information.

This cenfirmation is given and should be
interpreted in accordance with the provisions
of Section 418 of the Companies Act 2006,

Share capital

As at 25 March 2023, the Company's issued
share canital was 78(),590,762 ordinary
shares of 5 pence, each credited as fully
pald and the Company held 30,306,435

of these shares in treasury, and the issued
share capital of the Company which carries
voting rights of one vote per share comprised
720,290,327 ordinary shares. Given the
ongoing buyback programme these figures
continue to change — announcements are
mads te the market each day that shares
are repurchased. Further details of the
Company’s issued share capital are shown
in note 28 to the Company's financial
staternents.

The Company’s shares are listed on the
London Stock Exchange.
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Directors’ report and additional disclosures continued

Substantial shareholdings

As at 25 March 2023, the Company had heen naotified under the FCA's Disclosure, Guidance
and Transparency Rule of the following interests in its total voting rights of 3% or more;

Number of %
ordinary of total Date of
El?me of sharehorder shares voting rights notification
§9hroder§ P\C 102,087,662 3 13.86 8 February 2023
Ameriprise Financiayrtﬂ,r Nt 112529876 1499 29 November 2022

Coast Capital Management)LP

Majedie Asset Ménégement Lfmirtgdm
Lombard Qdier Asset Management Limited

25,160,383 3.35 20 May 2022

777777 49,386,172 561 3 December 2021
77777 80915714 499 4 Fepruany 2021

5546166/ 454 16 December 2020

Between 25 March 2023 and the dale of this report:

1 Ameriprise Financial, Inc. notified the Company on 30 May 2023 that their holding had decreased to
98,672,583 shares which represented 13.99% of total voting rights as at the date of notification.

Articles of Association

The description in this section summarises
certain provisions of the Company's
Articles and applicable Scottish law
concerning companias. This summary is
qualified in its entirety by reference to this
Company's Articles and the Companies
Act 2006. The Company's Articles may

be amended by a special resclution of the
Company's shareholders.

Shares

The rights attached to the ordinary shares of
the Company are defined in the Company’s
Articles. No person has any special rights

of control over the Company's share capital
and all issued shares are fully paid.

Voting rights

Sharsholders are entitled to attend and vote
at any general meeting of the Company. It

is the Company’s practice to haold a poll on
every resolution at general meetings. Every
member present in person or by proxy has,
upon a poll, one vote for every share held, In
the case of joint nolders of a share the voie
of the senior who tenders a vote, whether

in person or by proxy, shall be accepted to
the exclusion of tha votes of the other jeint
holders and, for this purpose, seniority shall
be determined by the order in which the
names stand in the Register of Members in
respect of the joint holding.

Dividend rights

Shareholders may by ordinary resolution
declare dividends but the amount of the
dividend may not exceed the amount
recaommended by the Board

Transfer of shares

There are no specific restrictions on the size
of a holding, nor on the transfer of shares
which are both governed by the general
provisions of the Company's Articles and
prevalling legislation. The Directors are not
awars of any agreements between holders
of the Company's shares that may result in
restrictions on the transfer of securities or on
voling rights at any meeting of the Company.

Going concern and viability

Directors are required to consider if it is
appropriate to adopt the going concern
basis of accounting. Disclosure of the
Directors’ deliberations to determine
whether it is appropriate to adopt the going
concern basis of accounting in addition to
consideration of the rnaterial uncertainties
which may affect the Group's ability 1o
continue to adopt this basis can be found in
the Going Concern statement on page 77,
the Audit Committee report on page 101
and in note 2 to the financial staterments.

In summary, the Directors have concluded
that it is appropriate to prepare the financial
statements on a going concern basis.

Directors are also required to provids a
broader assessment of viability over a longer
period, which ¢an be found on page 76.
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Employee share plans

The Company operates a numoer of
employse share plans, details of which
are set out in note 36 and in the Directors’
Remuneration Report that starts on

page 107.

All of the Company's employee share plans
contain provisions relating to change of
control. On a change of control, options
and awards granted tc employees may vest
and become exercisable, subject to the
satisfaction of any applicable performance
conditions at the time.

Employment of disabled persons

Applicants with disabilities are given full

and fair consideration during recruitmenit
processes. We are committed to supporting
employass with disabilities with regard to
training, career development and promotion.
Qur policies on employee consultation and
on egual opportunities for all employees can
be found on page 47-50.

Employee¢ engagement

We rernain committed to empioyee
invclvernent throughout the Group.
Employees are kept well informed of the
performance and strategy of the Group and
other matters of concern through a variety of
means including personal briefings, regular
meetings, emall and broadcasts by the Group
Chief Executive and cther senior managers.
Refer to page 50 for further information.

Stakeholder engagement

The Board has dstermined that the Group's
stakeholders are customers, investors,
government, employees, communities

and our strategic partners and suppliers.
The Board 18 aware that its actions and
decisions impact our stakeholders, Effective
engagement with stakehclders is important
to the Board as it strengthens the business
and helps tc deliver a positive resuit for all
our stakeholder groups. In order to comply
with Section 172 of the Companies Act, the
Board is reguired to take into consideration
the interests of stakeholders and include

a staternent sefting out the way in which
Directors have discharged this duty during
the year. The Group's stakeholders are
identified on pages 78-80 of the Strategic
report and the statement of compliance with
Section 172 is set out on page 81. Further
information on workforce engagement can
also be found on page 50.



Purchase of own shares

At the AGM of the Company in 2022
authority was granted for the Company to
purchase up to 10% of its ordinary shares.
The Company anncunced a buyback
programme on 16 December 2022 under
the authority granted at the 2022 AGM. The
Lompany anticipates seeking aullworily to
purchase up to 14.99% of its ordinary shares
at the AGM in 2023.

Political donations

At the 2022 AGM, shareholders passed a
resolution to authorise the Company and
its subsidiaries to make political donations
to political parties or independent election
candidates, to other political crganisations,
or to incur political expenditure (as such
terms are defined in secticns 382 1o 379
of the 2006 Act), in each case in amounts
riot exceeding £100,000 in aggregate. As
the authority granted at the 2022 AGM

will expire, renewal of this authority will be
sought at this year's AGM. Further details are
available in the MNotice of AGM.

As aresult of the broad definition used in

the 2006 Act of matters constituting political
donations, it is possible that normal business
activities, which might not be thought to be
political expenditure in the usual sense, could
be covered. Accordingly, authority is being
sought as a precaution to ensure that the
Company’s normal business activities do not
infringe the 2008 Act, but it is not the policy
of the Company to make donations to UK or
EU political organisations, nor to incur other
political expenditure in the UK or EU.

No political donations nor expenditure was
incurred by the Company and its subsidiaries
during FY 2023.

Change of control - significant
agreements

Financing agreements

As at 25 March 2023, the Group had a
£300m multi-currency revolving credit

and guarantse facility between, amongst
athers, the Company and The Royal Bank
of Scotland ple dated 27 August 2021,
maluring in August 2026, which refinanced
the Group's existing revolving credit and
guarantee facilities, Following any changs of
control of the Company, individual lenders
may negotiate with the Company with a
view 1o resolving any concerns arising from
such change of control. If the matter has not
been resolved within 30 days, an individual
bank may cancel its commitment and the
GCompany must repay the relsvant proportion
of any drawdown.

Introduction Strategic report

Govermance report Financial statements

The outstanding £184.3m 6.875% bonds
due 2024 issued by the Company may

also be affected by a change of control of
the Company. Upon a change of control of
the Company, provided that certain further
threshelds in relation to the credit rating of
the bonds are met, the bondholders have
the option to require the Company to redeem
the bonds.

First Rail

The Group's contracted passenger rail
operators, First TransPennine Express
Limited, First Greater Western Limited, First
MTR South Western Trains Limited (jointly
owned with MTR Corporation) and First
Trenitalia West Coast Rail Limited (jointly
owned with Trenitalia) are each party to a
contractual agreement with the Secretary
of State for Transport. Thess agreements
are subject to termination clauses which
may apply on a change of control. First MTR
South Western Traing Limited, First Greater
Wastern Limited, First Trenitalia West Coast
Rail Limited and the Group’s non-contracted
rail operators, Hull Trains Company Limited
and East Coast Trains Limited, each hold
railway licences as required by the Rallways
Act 1893 (as amended), these licences
may be revoked on three months' notice

if & change of control ocours without the
approval of the Office of Rall and Road. All
cf these operaters also require and hold
track access agreaments with Network Rail
Infrastructure Limited under which they are
permitted 1o access railway infrastructure.

Failure by any of the operatcrs to maintain
its rallway licence is a potentiat termination
event under the terms of the track access
agreements. The Group's railway operators
also lease ralling stock from specialist rolling
stock leasing companies such as Evershaolt
Rail Group, Rock Rail Limited, Beacon Rail
Limited, Porterbrook Leasing Company
Limited and Angel Trains Limited. A material
number of the individual leasing agreements
include change of control provisions, The
Group is alsc involved from time to time in
bidding processes for fransport contracts in
the UK and further afield which customarily
include changa in circumstance provisions
which would be triggered on a ¢change of
control and could result in termination or
rejection from further participation in the
relevant competitions.
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Significant shareholders’ agreements

The Group, through First Rail Holdings
Limited, has shareholders’ agresments
governing its relationship with MTR
Corporation in relation to the SWR rall
operator and with Trenitalia in relation to
the West Coast Partnership rail operatar,
As is cnstormary, these agreements include
provisions addressing change of control.

Post balance sheet events

Inforrmation on rmaterial events that cccurred
from 25 March 2023 to the date of this report
can be found on page 220 and in note 39.

Branch disclosure

The Group has a branch in France {First
Travel Solutions Ltd), which was established
on 28 March 2019,

Streamlined Energy and Carbon
Reporting (SECR) compliance

in compliance with the SECR requiremeants,
cur GHG emissions and our energy
consumption and enargy and emissions
reduction initiatives are reported on page 45.

Management report

The Strategic and Direclors’ reports together
are the management report for the purposes
of the FCA's DGTR 4.1.5R.

The Directors’ report was approved on
behaif of the Board on 8 June 2023.

David Blizzard

Company Secretary

8 dune 2023

395 King Street, Aberdeen AB24 5RP
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Statement of Directors’
responsibilities in respect of the
Financial Statements

The Directors are responsibte for preparing
the Annual Beport and Accounts 2023 and
the financial statements in accordance with
applicable law and regulation.

Company law requires the Directors to
prepare financial statements for each
financial year. Under that law the Directors
have prepared the group financial statements
in accordance with UK-adopted international
accounting standards and the company
financial statements in accordance with
United Kingdom Generally Accepted
Accounting Practice (United Kingdom
Accounting Standards, comprising FRS

101 “Reduced Disclosure Framework”, and
applicable law).

Under company law, directors must not
approve the financial statements unless
they are satisfied that they give a true and
fair view of the state of affairs of the Group
and Company and of the profit or ioss

of the group for that period. In preparing
the financial statements, the Rirectors are
required to:

= select suitable accounting policies and then
apply them consistently;

= state whether applicable UK-adopted
international accounting standards have
been followed for the group financial
statements and United Kingdom Accounting
Standards, comprising FRS 101 have
been followead for the company financial
statements, subject to any material
departures disclosed and explained in the
financial statements;

» maks judgemeants and accounting estimates
that are reasonable and prudent; and

= prepare the financial statements on
the going concerm basis uniess it is
inappropriate tc presume that the Group
and Company will continue in business.
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The Directors are responsibie for
safeguarding the assets of the Group and
Company and hence for taking reasonable
steps for the prevention and detection of
fraud and other irregularities,

The Directors are also responsible for
keeping adequate accounting records
that are sufficient to show and explain the
Group's and Campany's transactions and
disclose with reasonable accuracy at any
time the financial position of the Group and
Company and enable them to ensure that
the financial statements comply with the
Companies Act 2006,

The Directors are responsible for the
maintenance and integrity of the Company's
wabsite. Legislation in the United Kingdom
governing the preparation and dissemination
of financial statements may differ from
legislation in other jurisdictions.

Directors’ confirmations

The Directors consider that the Annual
Report and Accounts 2023, taken as a
wholeg, is fair, balanced and understandable
and provides the information necessary for
sharehclders to assess the Group's and
Company's position and performance,
business model and strategy.

Each of the Directors, whose names and
functions are listed in Board of Directors
confirm that, to the best of their knowledge:

w the group financial statements, which have
been prepared in accordance with UK-
adopted international accounting standards,
give a true and fair view of the assets,
liahifities, financtal position and profit of the
Group;

= the company financial statements, which
have been prepared in accordance with
United Kingdom Accounting Standards,
comprising FRS 101, give a true and fair
View of the assets, liablites and financial
position of the Company; and

m theg Strategic report includsas a fair review of
the development and performance of tha
business and the position of the Group and
Company, together with a description of the
principal risks and uncertainties that it faces,
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In the case of each Director in office at the
date the Directors' repart is approved:

* 50 far as the director is aware, there is
no relevant audit information of which
the Group's and Company's auditors are
unaware; and

= they have taken all the steps that they cught
to have taken as a director in order to make
themselves aware of any relevant audit
information and to establish that the Group's
and Company’s auditors are aware of that
information.

Ryan Mangold

Chief Financial Officer

8 June 2023

395 King Strect, Aberdeen AB24 5RP
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Independent auditors’ report
to the members of FirstGroup plc

Report on the audit of the financial statements

Opinion

In our opinion:

a FirstGroup ple's group financial statements and company financial statements (the "financial statements”) give a true and fair view of the
state of the group’s and of the company’s affairs as at 25 March 2023 and of the group's profit and the group's cash flows for the 52 week
period then ended;

» the group financial statements have been properly prepared in accordance with UK-adopted international accounting standards as applied
in accordance with the provisions of the Companies Act 2006;

= the company financial statements have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice {United Kingdom Accounting Standards, including FRS 101 “Reduced Disclosure Framework”, and applicable law); and

® the financial statements have been prepared in accordance with the requirements of the Companies Act 20086,

We have audited the financial statements, included within the Annual Report and Accounts 2023 {the "Annual Report”), which comprise: the
Coensolidated balance sheet and the Company balance sheet as at 25 March 2023; the Consolidated income statemant, the Consolidated
staterment of comprenensive income, the Consolidated statement of changes in equity, the Company staternent of changes in equity, and
the Consolidated cash flow statement for the period then ended; and the notes to the financial statements, which include a description of the
significant accounting policies.

Our opinion is consistent with our reporting to the Audit Committee,

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (18As (UK)") and applicable law,. QOur responsibilities
under 1SAs (UK) are further described in the Auditors' responsibilities for the audit of the financial statements section of aur report. We
believe that the audit evidence we have obtained is sufficient and appropriale to provide a basis for our opinion

Independence

We remained independent of the group in accordance with the sthical reguirements that are relevant to our audit of the financial statements
in the UK, which includes the FRC's Ethical Standard, as applicable to listed public interest entities, and we have fulfiled our other ethical
responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC’s Ethical Standard were not provided.

Other than those disclosed in note 8, we have provided no non-audit services to the company or its controlled undertakings in the period
under audlit.
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Our audit approach

Context

The Group now operates in the UK only after the sale of their US divisions in the prior year. The Group consists of two main divisions, Rall
and Bus. In the Rail division, all train operating companies have continued to be operating under contracts with the Department for Transport
“DIT™ for FY23, with TransPennine Express (TPE), Great Western Railway {(GWR) and South Western Railway (SWR) on National Rall
Coentracts and Avanti West Coast (AWGC) under an Emergency Recovery Measures Agreement (ERMA), which has meant a fixed
management fee was received o operate at agreed service levels, as well as a performance-based fee element. At the date of reporting
TPE has ceased operating as no extension was granted to their existing NRGC which expired on 28 May 2023. The structure of the contracts
within the Rail division has reduced the revenue and cost risk compared to the previous franchise arrangements. Outside of the TOCs the
Rail Division also consists of Hull Trains and East Coast Trains which continue to perform strongly and have experienced growth year on
year. First Bus continued to receive government support in the way of Business Receovery Grants (BRG) in England, Bus Emergency Scheme
{BES) in Wales and Bus Service Operators Grant {BSOG} in Scotland throughout the year which requires the business to operate a certain
level of service and raimliu ses based on pre-covid revenue levels to compensate for slower return of passenger lavels. In addition the
introduction of the £2 bus fare cap in England has provided further government revenue support in the Bus division with the announcement
in May that this will be extended until October 2024, The Bus division continues to expand its contractual business. Thers is one change to
our key audit matters this year, as explained later in the report, in relation to the Valuation of the Transit Earn Out. The Group has continued
1o realise value from retained assets from the sale of Greyhound, including the sale of a number of properties that provided material profit

on disposal. This year we have also specifically set out our consideration of the impact of climate change on the audit which is further
explained below.

Overview

Audit scope

= Tha scope of our audit determines where we go and what we do, the best types of audit evidence to cbtain, the right areas of operations
to focus on and the resources needed 1o deliver this. As group auditors we are required o obtain sufficient audit evidence from the
components of the group. We have determined there are five compaonents for group reparting purposes

= Each Rall Train Operating Gompany (TOC) is a separate component, and the three targest TOCs are in scope for group reporting, being
Great Western Railway (GWR), South Western Railway {SWH), and Avanti West Coast (AWC}

= K Bus

Key audit matters
= Valuation of pensian liabilities driven by salary increase, mortality, discount rate and inflation levels assumptions (group}

= \aluation of complex investments within the pension assets (group)

= Recoverability of the company’s investments in subsidiary undertakings {parent)

Materiality

® Overall group materiality: £20,000,000 (2022: £9,750,000) based on 0.42% of revenue from continuing operations.
= Overall company materiality: £16,200,000 (2022: £27,128,000) based on 1% of total assets.

= Performance materiality: £15,000,000 (2022: £7,300,000) {group) and £12,150,000 {20221 £20,346,000) ([company).

The scope of our audit
As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the financial statements.

Key audit matters

Key audit matters ars those matlers that, in the auditors’ professional judgement, were of most significance in the audit of the financial
statemonts of 1he vunonl peiud i sicdude die mos) sigodican| assessed risks of matenal messtaternent twhether or not due to traud)
identified by the auditors, including those which had the greatest effect on: the overall audit strategy; the allocation of resources in the audiy;
and directing the efforts of the engagement team. Thase matters, and any comments we make on the results of our procedures thereon,
were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion therean, and we do not
provide a separate apinion on these matters.

This is not a complete ist of all risks identified by our audit.

Valuation of Transit Earn Out {group), which was a key audit matter last year, is no longer included because of a completed sals of the
Transit business by EQT which has reduced the leval of management judgment required to estimate the fair value of the contingent
considsration receivable, Ofharwise, the kay audit matters below are consistent with iast year.
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Independent auditors’ report to the members of FirstGroup plc continued

Key audit matter

How our audit addressed the key audit matter

Valuation of pension liabilities driven by salary
increase, mortality, discount rate and inflation
levels assumptions {group)

The group has gross defined benefit obligations in the UK and US
totalling £6,156.5m at 25 March 2023 (2022: £8,046.5m), excluding
agent arrangements. The valuation of pension plan liabilities requires
estimation in determining appropriate agsumptions such as salary
increases, mortality rates, discount rates and inflation levels,
Maovement in these assumptions can have a material impact on the
determination of the liability Management uses external actuaries

to assist in determining these assumptions, and this is considered
to be the significant audit risk.. In addition, there are restrictions
under IAS19 and IFRIC 14 as to when a net pension surplus should
be recognised, as well as balance sheet adjustments in respect of
First Rail due to the Rail contracts. Refer note 37 and the Critical
accounting judgements and key sources of estimation uncertainty
section in note 2. Refer to the Audit Committee report on page 101
for a description of its assessment of this significant judgerment.

We used our actuarial experts to assess whether the assumptions
used in caloulating the defined benefit liabilities for the UKUS and
Canadian Schemes were reasconable and in line with accounting
standards. We assessed whether mortality rate assumptions were
appropriate for each plan and, where applicable, incorporated
consideratians of relevant national actuarial data. We also assessed
whether the discount rate and inflation rates were consistent

with our internally developed benchmarks and in line with market
information. We examined the salary inGrease assumptions to
consider whather they represent management's best estimate. In
addition to our significant risk areas, we reviewed the trust deeds
and statutory legislation relevant to each plan where applicable,
and concur with management’s view that the surpius in the Local
Government Pension Schemes cannot be recognised in full on the
halance sheet, We tested the IFRIC 14 adjustments in respect of
these plans, agreed the value of the restrictions and found them

to be reasonable, based on the specifics of each plan. We also
assessed management's judgement with regard to the rail franchise
adjustment and found no exceptions. We evaluated the calculations
prepared by the external actuaries o assess the consistericy of

the assumptions uséed. Where there has been updated Funding
Valuations, we have performed completeness checks and reviewed
movaments in the census data for each scheme by reference to
the latest Funding Valuation parformed. In addition we performed
two-way testing of the listings of active members back to the scheme
administrator records, or alternate procedures where appropriate .
We have reviewed the controls report of the administrators where
avallable and identified no exceptions relating to members’ data.
Based on procedures perfarmed we consider that the assumptions
used to value the pension abligation are within an acceptable range
other than a trivial difference. We assessed the appropriateness of
the related disclosures in note 37 of the group financial statements
and consider them 1o be materially appropriate.
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How our audit addressed the key audit matter

Valualivn uf conplex investments
within the pension assets (group)

As set out in note 37, the group has gross defined benefit plan
assets in the UK and US totalling £6,220.0m at 25 March 2023
(2022: £7,133.1m) from continuing operations (excluding agent
arrangements). The pension sgchemes in which the Group
participates hold unquoted plan assets in private equity,
infrastructure and property funds. There is significant estimation
uncertainty in determining the valuation of these investments
which are based on inputs that are not directly observable. The
funds where the valuation requires significant judgernent across
the group total £467m {2022 £531m). The funds are present in the
FirstGroup UK Bus Pension Scheme, There is a potential range of
reasonable outcomes to the valuations of these assets greater than
our materiality for the financial statements as a whole.

We obtained pricing confirmations directly from investment
managers and custodians as primary sources of evidence., We also
performed additional procedures on investments that are more
complex in nature to evaluate whether there is any contradictory
evidence suggesting that the pricing confirmations do not reflect an
appropriate valuation as at the balance sheet date. For investments
considered more complex these procedures included ong or more
of the following: Obtained third party controls assurance reports
and bridging letters on the valuations procedures and investment
managers’ operations for the current financial year; Reviewed the
pricing of transactions taking place close 1o the balance sheet

date; Performed look back testing of previous valuations provided
by investment managers to audited financial statements of the
underlying funds; Performed independent internet based searches
for information suggesting any doubts in the investment managers'
capability of pricing; and/or Reviewed investment contributions and
distributions between the valuation date and the balance sheet date
and obtained affirmations from investment managers that the price
taken is the latest price available where the valuation date is different
to the halance sheet date. Based on the procedures performed we
have no findings to report.

Recoverability of the comp‘a‘ny’s ihvestments
in subsidiary undertakings (parent)

As set out in note 5 to the Company financial statements,
investrnents in subsidiaries are £740.7m (2022: £2,147.9m).Of this
balance, £659.3m relates to the direct and indirect cwnership

of the Bus division. The investments are accounted for at cost

less provision for impairment in the Company balance sheet at

25 March 2023. The carrying value of the investment in Bus is
supported by the recoverable amount which has been calculated
on a value in use basis. Investments are tested for impairment if
impairment indicators exist. If such indicators exist, the recoverable
amounts of the investments in subsidiaries are estimated in order to
determine the extent of any Impairment loss. Consideration is also
given to whether there are indications that impairments praviously
bocked should be reversed. Management have prepared a value

in use model which shows headroom compared to the carrying
value of the investment. This is considered a significant audit risk.
Judgement is required in this area, particularly in assessing whether
the carrying value of an assst can be supported by the recoverable
value, being the higher of fair value less cost of disposal or the net
present value of future cash flows which are estimated based on the
continued use of the asseat in the business. Refer to note 5in the Plc
company accounts and the Gritical accounting judgements and key
sources of estimation uncertainty section in note 1.

The recoverable value of the investment in First Bus subsidiaries
was determined from the discounted future cash flows of the Bus
division. We obotained management’s value in use impairmant
assessment and ensured the calculations were mathematically
accurate, We evaluated the inputs in the value in use calculation and
challenged the key assumptions including:

® The operating margins forecast to be achieved, nating that the
margins in the terminal year are consistent with those achieved in
the industry pre-covid;

= sing our internal valuation experts to calculate an independent
WACG rate range, with reference to comparable businesses;

= With the support of internal valuation experts assessing the long
term growth rate applied. We evaluated the extent to which the
considerations of climate change, such as capital expenditure
on battery, electric and hydrogen fuel cell vehicle flests had
been reflected in the underlying cash flows. We recalculated
rmanagement’s own sensitivity analysis of key assumptions
used in the value in use assessment and also performed our
own independent sensitivity testing to include the application of
reasonable alternative individual and combined risk scenarios in
order to assess for any potential material impairment under such
conditions. Based on our procedures we did not identify any
matters indicating that management's model was inappropriate.
We have assessed the disclosures provided and consider them
to be appropriate. For non-Bus investments we have assessed
the value of the US investment fo the cash that is éxpected
to be received in relation to the Earn Out which provides
sufticient support.
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independent auditors’ report to the members of FirstGroup plc continued

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed encugh work to be able to give an opinion on the financial statements as a
whole, taking into account the structure of the group and the company, the accounting processes and controls, and the industry in which
they operate.

Fallowing the disposal of First Student, First Transit and Greyhound in the prior year, the Group is organised into two operating divisions,
First Bus and First Rail. There are 123 reporting units within the consolidation, the majority of which arg inastive although there is sorme
trading activity in nine reporting units in addition to those included in Group reporting scope. We have defined a component as a business
unit where legal entities have been grouped together based on the fact they have the same management, the same control environment and
also considering the way the component reports to the group. We have determined there are four components reguired for Group reporting
as follows: SWR, GWR, AWG and UK Bus.

The impact of climate risk on our audit

As part of our audit we made enguiriss of management to understand the process management on climate change adopted fo assess
the extent of the potential impact of climate risk en the Group's financial statements and suppaort the disclosures made within the Note 2
and Note 11,

In addition to enguiries with management, we also:

m Read the governance processes in place to assess climats risk

= Read additional reporting made by the entity on climate including its Environmental Perfermance Report 2023
We challenged the completeness of management's climate risk assessment by:

» Reading external reporting made by management including the Carbon Disclosure Project submissions

= Reading the entity’s website /communications for details of climate related impacts

Management have made commitments to operate a fully zero emission Bus fleet by 2035, Management considers the impact of climate risk
does give rise 10 a potential material financial statement impact.

The key areas of the financial statements where management evaluated that climate risk has a potential significant impact are disclosures
relating to impairment assessment of goodwill and carrying value of investments in subsidiaries.

Using our knowlzdge of the business we evaluated management'’s risk assessment, its estimates as sct out in note 2 of the financial
statements and rasulting disclosures where significant, We considered the following areas that could potentially be materially impacted by
climate risk and sonsequently we focused our audit work in these areas:

w Valuation of goodwil
= Carrying value of investment is subsidiaries
To respond to the audit risks identified in these areas we tailored our audit approach to address these, in particular, we:

= Challenged management on how the impact of climate commitments made by the Group would impact the assumptions within the
discounted cash flows prepared by management that are used in the Group's impairment analysis.

= Evaluated whether the impact of bath physical and transition risks arising due to climate risk had been appropriately included in the
recoverable value of the Group's assets.

= Challenged whether the impact of climate risk in the Directors' assessments and disclosures of going concern and viability were consistent
with management’s climate impact assessment.

We also considered the consistency of the disclosures in relation to climate change (including the disclosures in the Task Force on
Climate-related Financial Disclosures (TCFD) section) within the Annual Report with the financial staterments and our knowledge obtained
from our audit.

Our procedures did not identify any material impact in the context of our audit of the financial staternents as a wholg, or our key audit matters
for the pericd ended 25 March 2023.
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Materiality

The scope of our audit was influenced by our application of materiality. We set certain guantitative thresholds for materiality. These, together
wilh gualilalive cunsideralions, helped us to determine the scope of our audit and the nature, timing and extent of our audit procedures on
the individual financial staterment line items and disclosures and in evaluating the effect of misstatements, beth individually and in aggregate

an the financial statements as a whale.
Based on our professional judgement, we determined materiality for the financial staterents as a whole as follows:

_ Financial statements — group o Finaggia\ statements — company
Overall matsriality £20,000,000 (2022: £9,750,000). £16,200,000 (2022: £27,128,000).
How we determined it Based on 0.42% of revenue from continuing operations 1% of total assets -
Rationale for benchmark applied Revenue is considered to be the most appropriate The entity is a holding company of the rest of the
benchmark for the financial year. In the engagement Group and is not a trading entity. Therefore an
leader's judgement £20 millicn is an appropriate asset based measure is considered appropriate.

materiality for a group of the scale and size of
) FirstGroup plc.

For each component in the scope of our group audit, we allocated a materiality that is less than our overall group materiality. The range of
materiality allocated across components was between £13,500,000 and £12,000,000. Certain compenents are audited to a local statutory
audit materiality that was also less than our overall group materiality.

We use performance materiality to reduce to an appropriately low level the probability that the aggregate of uncorrected and undetected
misstaterments exceeds overall materiality. Specifically, we use performance materiality in determining the scope of our audit and the nature
and extent of our testing of account balances, classes of transactions and disclosures, for example in determining sample sizes. Our
performance materiality was 75% (P022: 75%,) of overall materiality, amounting to £15,000,000 (2022: £7,300,000) for tha group financial
statements and £12,150,000 {2022: £20,346,000) for the company financial statements.

In determining the performance materiality, we considered a number of factors — the history of misstatements, risk assessment and
aggregation risk and the effectiveness of controls — and concluded that an amount at the upper end of our normal range was appropriate.

We agreed with the Audit Committee that we would report to therm misstatemenits identified during our audit above £1,000,000 (group
audit) (2022: £470,000) and £1,000,000 {company audit) {2022: £470,000) as well as misstatements beiow those amounts that, in our view,
warranted reporting for gualitative reasons.
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Independent auditors’ report to the members of FirstGroup plc continued

Conclusions relating to going concern
Our evaluation of the directors’ assessment of the group’s and the company’s ability to continue 1o adopt the going concermn basis of
accounting included:

= obtaining and agreeing management's going concern assessment to the business’s board approved plan and ensuring that the base case
scenario indicates that the business generates sufficient cash flows to meets its obligations within the going concern assessment period
while complying with covenant arrangements;

= considering the extent to which the group’s and company’s future cash flows might be adversely affected by the long term impacts of
COVID-19 and the impact of the cost of living crisis; reviewing management's cash flow forecasts, assessing the existing sources of finance
and considering the overall impact on liquidity;

= ensuring the mathematical accuracy of management’s models;
m gvaluating management’s severe but plausible scenario and ensuring this is appropriately modelled through the cash flows;
= considering the risk of breach of the covenant arrangements in place for external borrowings under the severe but plausible scenario;

m gvaluating whether the cashilows in the going concern pericd include the costs associated with achieving the group's climate change goals
such as capital expenditure on battery, elactric and hydrogen fuel cell vehicle fleet;

= performing further sensitivity analysis on the severe but plausible scenario;
= considering the adeguacy of the disclosures in the financial staterments.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions that, individually or
collectively, may cast significant doubt on the group’s and the company's ability to continue as a going concern for a period of at least twelve
months from when the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in the preparation of
the financial statementts is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantes as to the group’s and the
company's ability to continue as a going concern.

In relation to the directors’ reporting on how they have applied the UK Corporate Governance Code, we have nothing material to add or draw
attention to in relation to thea directors’ statement in the financial statements about whether the directors considered it appropriate 1o adopt
the going concern basis of accounting.

Cur rasponsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors' report
therecn. The directors are responsible for the other information, which includes reporting based cn the Task Force on Climate-related Financial
Disclosures (TCFD) recommendations. Qur gpinion on the financial statements does not cover the other information and, accordingly, we do
not express an addit opinion or, except to the extent otherwise explicitly stated in this report, any form of assurance therson

In connection with our audit of the financial statements, our responsibility is to read the ather information and, in doing so, consider whether
the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to
be materially misstated. It we identify an apparent material inconsistency or material misstatement, we are required to perform procedures to
conclude whether there is a material misstatement of the financial statements or a material misstaterment of the other information. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information, we are reqguired to report that
fact. We have nothing to report based on these responsibilities.

With respect to the Strategic report and Directors' report, we also considered whsther the disclosures required by the UK Gompanies
Act 2006 have been included.

Based on our work Undertaken in the course of the audiz, the Companies Act 2006 requires us also to report certain opinions and matters
as described below.
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Strategic report and Directors’ report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and Directors’ report
for the period ended 25 March 2023 is consistent with the financial statements and has been preparad in accordance with applicable
legal requirements.

In light of the knowledge and understanding of the group and company and their environment obtained in the course of the audit, we did not
identify any material misstatements in the Strategic report and Directors’ report.

Directors’ Remuneration
In our opinicn, the part of the Annual report on remuneration to be audited has been properly prepared in accordance with the Companies
Act 2006.

Corporate governance statement

The Listing Rules require us to review the directors’ statements in relation to going concern, longer-term viability and that part of the
corporate governance staterment relating to the company’s compliance with the provisions of the UK Corporate Governance Code spacified
for our review. Our additional responsibilities with respect to the corporate governance statement as other information are described in the
Reporting con other information section of this report.

Based on the work undertaken as part of our audit, we have concluded that each of the Tollowing elements of the corporate governance
staternent is materially consistent with the financial statements and our knowledge obtained during the audit, and we have nothing material
to add or draw attention to in relation to:

® The directors’ confirmation that they have carried out a robust assessment of the emerging and principal risks;

= The disclosures in the Annual Report that describe those principal risks, what procedurss are in place to identify emerging risks and an
explanation of how these are being managed or mitigated;

m The directors’ statement in the financial statements about whether they considered it appropriate to adopt the going concarn basis of
accounting in preparing them, and their identification of any material uncertainties to the group's and company’s abillity to continue to do so
over a period of at least twelve maonths from the date of approval of the financial staterments;

= The directors' explanation as to their assessment of the group’s and company’s prospects, the period this assessment covers and why the
period is appropriate; and

= The directors' statement as to whether they have a reasonable expectation that the company will be able to continue in operation and
meet its liabilities as they fall due over the period of its assessment, including any related disclosures drawing attention to any necessary
qualifications or assumptions.

Cur review of the directors’ statement regarding the longer-term viability of the group and company was substantially less in scope than an
audit and only consisted of making inguiries and considering the directors’ process supporting their statement; checking that the statement
is in alignment with the relevant provisions of the UK Corporate Governance Code; and considering whether the statement is consgistent with
the financial statements and our knowledge and understanding of the group and company and their environment obtained in the course

of the audit.

In addition, based on the work undertaken as part of our audit, we have concluded that each of the following elements of the corporate
governance statement is materially consistent with the financial staternents and our knowledge obtained during the audit:

= The directors’ statement that they consider the Annual Report, taken as a whole, is fair, balanced and understandable, and provides the
information necessary for the members to assess the group’s and companiy’s position, performance, business model and strategy;

= The section of the Annual Report that describes the review of effectiveness of risk management and internal control systems; and
= The section of the Annual Report degcribing the work: of the Audit Committes.

We have nothing to report in respect of our responsibility to report when the directors' statement relating to the company’s compliance
with the Coda does not properly disclose a departure from a relevant provision of the Code specified under the Listing Rules for review by
the auditors.
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Independent auditors’ report to the members of FirstGroup plc continued

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Staterment of Directors’ responsibilities in respect of the Financial Staternents, the directors are responsible
for the preparation of the financial staterments in accordance with the applicable framewark and for being satisfied that they give a true and
fair view. The directors are also responsible for such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstaterment, whether due to fraud or error.

In preparing the financial statements, the directors are responsiole for assessing the group's and the company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors
efther intend 1o liguidate the group or the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with 1ISAs (UK) will always detect a material misstatement when it exists.
Misstaternents can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonally be
expected to influence the economic decisions of users taken on the basis of these financial statements,

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our
responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent to which cur
procedures are capable of detecting irregularities, including fraud, is detailed below.

Based on our understanding of the group and industry, we identified that the principal risks of non-compliance with laws and regulations
related to employment laws and regulations and health and safety legislation, and we considered the extent to which non-compliance might
have a material effect on the financial statements. We alsc considerad those laws and regulations that have a direct impact on the financial
statements such as Companies Act 2006 and UK {ax legislation. We evaluated management’s incentives and opportunitias for fraudulent
manipulation of the financial statements {including the risk of cverride of controls), and determined that the principal risks were related to
posting inappropriate journal entries including those to iIncrease revenue and management bias within accounting estimates. The group
engagement team shared this risk assessment with the component auditors so that they could include appropriate audit procedures in
response o such risks in their work. Audit procedures performed by the group engagement team and/or component auditors included:

= Enguiries of management at the Group and divisional levels;

= Enquiries of the Group and Raii legal teams;

= Enquiries with component auditors;

= Review of internal audit reports in so far as they related 1o the financial statements;

= |dantifying and testing journal entries, in particular certain journal entries posted with unusual account combinations which result in an
impact to revenue; and

= Challenging estimates and judgements made by management in detarmining significant accounting estimates, in particular in relation
to valuation of pensions liabilities, valuation of complex investments within the pension assets and recoverability of investments held by
the parent.

There are inherent imitations in the audit procedures described above. We are less likely to become aware of instances of non-compliance
with laws and regulations that are not closely related 0 events and transactions reflected in the financial statements. Also, the risk of not
detecting a material misstaterment due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate
cencealment by, for example, forgery or intentional misrepresentations, or through collusion.

Our audit testing might include testing complete populations of certain transactions and balances, possibly using data auditing techniques.
However, it typically involves selecting a limited number of items for testing, rather than testing complete populations. We will often seek to
target particular items for testing based on their size or risk characteristics. In other cases, we will use audit sampling to enable us to draw a
conclusion about the population from which the sample is selected.

A further description of our responsibilities for the audit of the financial statements 's located on the FRC's website at:
www fre.org.uk/auditorsresponsibilities. This description forms part of our auditors' report.

Use of this report

This report, including the opinions, has been prepared for and only far the company’s members as a bady in accordance with Chapter 3 of
Part 18 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions. acecept or assume rasponsibility for any
other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our
prior consent in writing.
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Other required reporting

Companies Act 2006 exception reporting

Under s Curapanies Aul 2000 we are required 1o report to you i, in our opinion:

» we have not obtained all the information and explanations we require for our audit; or

» adequate accounting records have nat been kept by the company, or returns adequate for our audit have not been received from branches
not visited by us; or

= certain disclosures of directors’ remuneration specified by law are not made; or

= the company financial statements and the part of the Annual report on remuneration to be audited are not in agreement with the
accounting records and returns.

We have no exceplions to repart arising fram this responsibility.

Appointment

Following the recommendation of the Audit Committee, we were appointad by the members on 5 November 2020 to audit the financial
statements for the year ended 27 March 2021 and subsequent financial periods. The period of total uninterrupted engagement is three
years, covering the pericds ended 27 March 2021 to 25 March 2023,

Other matter

As required by the Financial Conduct Authority Disclosure Guidance and Transparency Rule 4.1.14R, these financial statements form part of
the ESEF-prepared annual financial report filed on the National Storage Mechanism of the Financial Conduct Authority in accordance with
the ESEF Regulatcry Technical Standard (‘ESEF RTS"). This auditors' report provides no assurance over whether the annual financial report
has been prepared using the single electronic format specified in the ESEF RTS.

Matthew Mullins (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCaopers LLP
Chartered Accountants and Statutory Auditors
Watford

8 June 2023
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Consolidated income statement
For the 52 weeks ended 25 March

2023 2002
Continuing Cperations Notes £m [ Sgal
Revenwe ==~~~ = .35 47550 = 456811
Operating costs } - ) {4,601.1)  (4.488.3)
Operating profit _ ) M5,6 153.9 122.8
Investment income o B 8 12.3 1.1
VF’irJance”COE}tS rrrrrrr B 8 {69.1) (141.8)
Profit/(loss) before tax - - 97.1 (17.%)
Tax B B ) - 9 (10.4) 11.9
Profit/{loss) from continuing opgrations 86.7 (5.8)
Profit from discontinued operations B 21 8.6 647.8
Profit for the year 95.3 B642.0
Attributable to:
Equity holders of the parent 87.1 636.4
Non-contrelling interests 8.2 5.6
95.3 642.0
Earnings per share
Eamings per share for profit/(loss) from continuing operations attributable to the
ordinary equity holders of the Company
Basic earnings per share 10.6p (1.1)p
Diluted earnings per share 10.3p (1. 1)p
Earnings per share for profit attributable to the ordinary equity holders of the Company
Basic earnings per share 10 11.8p 60.2p
Diluted earnings per share 10 11.4p 60.2p
Adjusted results {from continuing operations}!
Adusted cperating profit 4 161.0 108.7
Adjusted profit before tax 104.2 248
Adjusted EPS 10 10.6p 1.6p
Adjusted diluted EPS 10.3p 1.5p

1 Adjusted for certain items as sct out in note 4.

The accompanying notes form an integral part of this consalidated income statement.
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Consolidated statement of comprehensive income
For the 52 weeks ended 25 March

2023 2022
Notes £m em
Profit for the vear 95.3 642.0
Items that will not be reclassified subsequently to profit or loss
Actuarial {losses)gains on defined benefit pension schemes 37 {1580.9) 122.3
Deferred tax on actuarial losses/(gaing) on defined benefit pension schemes 37.2 22.1)
(113.7) 100.2
Iltems that may be reclassified subsequently to profit or loss
Derivative hedging instrument movements 2 (6.3} 43.9
Deferred tax on derivative hedging instrument movermnents (1.3) {10.8)
Cumulative loss on hedging instruments reclassified to the income statement 109 -
Exchange differencas nn transiation of fareign operations — continuing operations 0.9 (5.6)
Exchange differences on translation of foreign operations — discentinued operations 6.8 0.3
Nan-controlling interests share of loan waived - 354
Reclassification of foreign currency transiation reserve on discontinued operations {see note 21) - (543.4)
11.0 {480.2)
Other comprehensive loss for the year (102.7} {380.0)
Total comprehensive {loss)/income for the y;aar i (‘_I._4_) - D620
Attributable to:
Equity holders of the parent {15.6) 221.0
Non controlling interests 82 £41.0
(7.4 262.0
Total comprehensive {loss)/income for the year attributable to owners of FirstGroup plc arises from:
Attributable to:
Continuing operations {22.8) 1491
Discontinued operations L 152 1129
(7.4} 262.0

The accompanying nates form an integral part of this consclidated statement of comprehensive income.
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ance sheet

2023 2022
Notes £m £m
Non-current assets
Goodwill 11 99.6 93.5
Other intangible assets 12 10.8 12.4
Property, plant and equipment 13 2,329.7 1,692.7
Contingent consicleration receivable 17 - 106.1
Deferred tax assets 26 47.0 36.1
Retirement benefit assets 37 44.6 203.0
Darivative financial instruments 25 a.1 42
Financlal assets 25 117.6 1170
Investments - 14 25 2.2
. - ) 2,651.9 2,287.2
Current assets
Inventories 16 260 289
Trade and other receivablas 17 848.3 65823
Contingent consideration receivable 17 72.3 -
Current tax assets - 341
Cash and cash equivalents 20 791.4 7877
Derivative financial instruments 25 74 26.2
1,745.4 1,528.2
ngé{é'held for sale Q;o'ntinuimg operatics;ws o - T T 18 o 8.3 L
Assets held for sale — disgontinued operations 18,21 0.6 385
Total assets 4,406 2 3,833.9
Gurrent liabilities
Trade and other payables 19 1,314.4 1,245.1
Tax liabilities — Current tax liabilities 0.3
- Other tax and social security 41.4 383
Borrowings 22 554.7 B877.0
Derivative financial instrurnents 25 2.6 -
Provisions 7 er 89 1146
Current liahilities 1,999.3 2,075.0
Net current liabilities o B (253.9)7 {646.8)
Non-current liabilities
Borrowings 22 15123 736.8
Derivative financial instruments 25 1.9 -
Retirement benefit liabilties 37 16.7 16.3
Provisions 27 1252 1207
1,656.1 8738
Total liabilities 38554 28488
Net assets 750.8 8851
Equity
Share capital 28 375 375
Share premium 693.2 6828
Hedging resarve 29 (0.7) 183
Other reserves 29 22.4 224
Own shares 29 {15.4) 9.0
Translation reserve 30 {16.3) (24.0)
Retained earnings 19.5 1376
Equity attributable to equity holders of the parent 740.2 876.6
Non-controlling interests B 10.6 858
Total equity 750.8 885.1

The accompanying notes form an integral part of this consolidated balance sheet.

Ryan Mangold
8 June 2023
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Consolidated statement of changes in equity
For the 52 weeks ended 25 March

Share Hedging Other Own  Translation Nan-
capital Share reserve reservas  shares reserve  Ratained cantrolling Total
(note 28) premium  (note 20} (note 29} (note 20) (note 30} earnings Total interests aquity
£m em £m £m £m £m £m £m £m £m
Balance at 28 March 2021 61.1 689.6 3.4 4.6 .0 504.7 {89.8) 1,178.0 (23.9) 1,154.1
Profit for the year - - - - - 636.4 636.4 5.6 6420
gtrh;recfe’;f rehensive income/(loss} - ~ a3 - (B48.7) 1002 (4154 as.4  {380.0)
Total comprehensive income/{loss)
for the year - 33.1 - (548.7) 736.6 2210 41.0 2620
Derivative hedging instrument movements
transferred to balance sheet (net of tax) - {10.4) - - - - (10.4) - {10.4)
Transactions with owners in their
capacity as owners
Shares issued 0.2 3.2 - - - - 3.4 - 3.4
Shares bought back and cancelled 23.8) - - 17.8 - {500.0)  {506.0) - {508.0)
Disposal of non-controlling interest in
Firat Transit — — - - - - - 0.7 {0.7)
Dividends paid/other - - - - - 2.0 2.0 {7.9) 5.9)
Maoverment in EBT and treasury shares — — - — {16.8) (16.8) - {16.8)
Share-based payments - - - - - - 5.4 5.4 - 5.4
Balance at 26 March 2022 375 6928 19.3 22.4 8.0) (24.0} 137.6 8/6.68 85 885.1
Balance at 27 March 2022 375 §92.8 19.3 22.4 {9.0) {24.0) 137.6 8766 85 8851
Profit for the year - - - - - - 87.1 87.1 8.2 95.3
Other comprehensive income/(loss
tor the year ( ) - - 3.3 - - 7.7 113.7) (102.7) - (102.7)
Total comprehensive income/(loss)
for the year - - 3.3 - - 7.7 (26.6) (15.6) 8.2 7.4
Derivative hedging instrument movements
transferred to balance sheet (net of tax) - - (23.3) - - - - {23.3) - (23.3)
Transactions with owners in their
capacity as owners
Shares issued 0.0 0.4 - - - - - 04 - 04
Shares bought back but not yet cancelled - - - - - - (31.6) {31.6) - (31.6)
Liability for shares not yet bought back - - - - - - (43.9) (43.9) - (43.9)
Dividends paid - - - - - - (14.7) {14.7} 6.1} (20.8)
Movement in EBT and treasury shares - - - - 6.4) - (86) {(15.0 - (15.0)
Share-based payments - - - - - - 6.4 6.4 - 6.4
Deferred tax on share-based payments - - - - - - 0.9 0.9 - 0.9
Balance at 25 March 2023 375 6932 (0.7} 224 (1549 {16.3) 195 7402 10.6 7508

The accompanying notes form an integral part of this consclidated statement of changes in equity.
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Consolidated cash flow statement
For the 52 weeks ended 25 March

2022
2023 restated
Notes £m £m
Cash generated by operations 32 644.8 1858
Tax paid (1.0) 21.4)
Interest pald (70 -0} (176.6)
Net cash from operating activities 32 5738 (12.2)
Investing activities
Interest received €4 1.4
Proceeds from disposal of property, plant and equipment 147.8 231
Purchases of property, plant and equipment (173.7) (241.9)
Purchases of software 4.2) 19.7)
Proceeds from capital grant funding 1442 776
Net proceeds from disposal of subsidiaries {net of cash disposed)' 2.0 2,320.0
Settlement of foreign exchange hedgs {12.5) -
Acqmsmon of busmesses 31 {30.6) (11.3)
Net cash used in |nvest|ng activities 794 2.169.2
Flnancmg activities
Shares purchased by Employee Benefit Trust {15.3) (23.9)
Treasury shares purchased via share buyback scheme and directly associated costs (2022: tender offer) (31.6) (506.6)
External dividends paid (14.7) -
Dividends paid to non controlling shareholders (6.1) -
Shares issued - 2.9
Rapayment of GCFF - (298.2)
Repayment of bond issues {15.7} 674.4)
Repayment of senior unsecured loans - {200.0
Repayment of bank facilities - (579.3)
Repayment of lease liabilities (546.9) (600.4)
Repayment of asset backed financial liabilities {10.6) 9.4)
Fees far finance facilties - (1.7}
Net cash flow used in financing activities (640.9) (2,890.0)
Net increase/(decrease} in cash and cash equivalents before foreign exchange movements 12.3 {743.0)
Cash and cash equivalents at beginning of year 700.2 1,443.4
Fore\gn exchange maovements (4.0} 0.2
Cash and cash equivalents at end of year 708.5 700.2

1 2023 amount of £2.0m comprises cash consideration received of £7.2m less cash and cash equivalent sold of £5.2m (2022: £2.320.0m comprises ¢ash consideration

of £2,478.7m less cash and cash equivalents seld of £158.7m per Note 21 {5} and ().

Cash flows of discontinued operations arg shown in note 21.

2023 2022
Netes £m £m
Reconciliation to cash flow statement
Cash and casgh equivalents - Balance Sheet 20 791.4 FBY.Y
Bank overdraft ) 22 By e
Cash and cash equivalents at end of year per consolidate 708.5 7002
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Note to the consolidated cash flow statement -
reconciliation of net cash flow to movement in net debt

2023 2022
Notes £m £m
Mot increasesddecrease) in cash and cash equivalents in yea 12.3 {743.0)
Decrease in debt excluding leases ) 15.7 1,751.9
Adjusted cash flow 28.0 1,008.9
Payment of lgase tabilities 557.5 605.8
fiInceptiony/termination of leases (1,231.8) 1841
Foreign exchange movernents (4.0} (3.8
Other non-cash movements 0.2 207.8
Movement in net debt in year {650.1) 2,006.8
Net debt at beginning of year o i (619.0} {2,625.8)
Net debt at end of year 33 {1,269.1) B19.0)

Other non-cash movements consist of movements in supplier financing of £nil (2022: £189.2m), transfer of asset backed financial liabilities
of £nil {2022; £61.0rm) on sale of disposal First Student and First Transit, amortisation of debt issue feas of £{0.6)m (2022: £{12.4)m) and other
non-cash movemrents of £0.8m (2022: £nil).

Management considers that adjusted cash flow is an appropriate measure for assessing the Group cash flow as it is the measure that is
used to assess both Group and divisional cash performance against budgets and forecasts. Adjusted cash flow is stated prior to cash flows
in relation to debt excluding leases.

The accompanying notes form an integral part of this consclidated cash flow staterment.
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Notes to the consolidated financial statements

1 General information

FirstGroup plc is a company incorporated in the United Kingdom under the Companies Act 2008. The address of the registered office is 385
King Street, Aberdeen, Scotland, United Kingdom AB24 SRP. The nature of the Group’s operations and its principal activities are set out in
the Strategic report on pages 04-82,

These financial statements are presented in pounds Sterling. Foreign operations are included in accordance with the accounting policies set
out in note 2.

2 Significant accounting policies

Basis of accounting

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) in conformity with the
requirements af the Companies Act 2008 (IFRS) and the applicable legal requirements of the Companies Act 2008, in addition to complying
with international accounting standards in conformity with requirernents of the Companies Act 2006,

The consolidated financial staterments of FirstGroup plc comply with UK-adopted international accounting standards and with the
requirements of the Companies Act 2008. These financial statements are also prepared in accordance with IFRSs as issued by the IASB,
including interpretations issued by the IFRS Interpretations Committee, as there are no applicable differences from IFRSs as issued by
the IASB for the periods presented. There were no unendorsed standards effective for the period ended 25 March 2023 affecting these
consolidated and separats financial statements.

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain financial instruments, and on a
going concern basis as described in the going concern statement within the Strategic report on page 77.

As set out on page 77, the Group has undertaken detailed reviews of a range of severe hut plausible financial and operational scenarios
using financial cutlock modelling. Based on their review of the financial forecasts and having regard 1 the risks and uncertainties to which
the Group is exposead, the Directors believe that the Company and the Group have adequate resources to continue in cperaticnal existence
for at least a 12-month period from the date an which the financial statements were approved. Accordingly, the financial statements have
been prepared on a going concern basis.

The financial statements for the 52 weeks ended 25 March 2023 include the results and financial position of the First Rail business for the
year ended 31 March 2023 and the resulis and financial position of all the other businesses for the 52 weeks ended 25 March 2023, The
financial statements for the 52 weaks ended 26 March 2022 inciude the results and financial position of the First Rail businesses for the year
endad 31 March 2022 and the results and financial position of all the other businesses for the 52 weeks ended 26 March 2022,

Basis of consolidation

The consolidated financial staterments incorporate the financial statements of the Company and entities controlled by the Company (its
subsidiaries). Control exists when the Company has power over an investae entity, exposure to varfable returns from its involverment with the
entity and the ability to use its power over the entity to affect its returns.

Non-controlling interests in subsidiaries are identified separately from the Group's equity interest therein. The present ownership interests
of non-controlling shareholders entitle their holders fo a proportionate share of net assets upon liguidation, and may initially be measured
at fair value, or at the non-controlling interests’ propertionate share of their fair value of the acquiree’s identifiable net assets. The choice of
measurement is mads on an acquisition by acquisition basis. Other non-controlling interests are intially measured at fair value, Subseguent
to acquisition, the carrying amount of non-controlling interests is the amount of those interests at initial recognition plus the non-controlling
interests’ share of subseguent changes in equity. Total comprehensive income is attributed to non-controlling interests even if this results in
the non-controliing interests having a deficit balance

The resuits of subsidiaries acquired or disposed of during the year are included in the censclidated income statement from the effective date
of acguisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies used into line with those
used by the Group.

Allintra-group transactions, balances, income and expenses are eliminatad on consolidaticn.

Restatements

During the year, management reassessed the classificatior of cash flows in refation to capital grants received from the Department for
Transport {DfT) and Transport Scotland, which had previously been reported within net cash from operating activities, As these grants
typically relate to the funding of capital investment by the Group, management concluded that these cash flows represented investing
activitiss, rather than operating activities, and accordingly have classified them as such in the FY 2023 financial statermants and restated the
FY 2022 presentation. The consolidated cash flow statement and the net cash from operating activities note (note 32) have been updated
to reclassify the capital grant funding. In the FY 2022 restatement, an inflow of £77.6m was reclassified from operating activities to investing
activities.
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2 Significant accounting policies continued

Business combinations

Ihe acquisition ot subsidiarias is accounted for using the acquisitions method. The consideration for each acquisition is measured at the
aggregate of the fair values, at the date of exchange, of agsets given, liabilities incurred or assumed, and equity instruments issued by the
Group in exchangs for control of the acquiree. Acquisition-related costs are recognised in the income statement as incurred.

The acquiree’s identifiable assets, liabllities and centingent liabilities that meet the conditions for recognition under IFRS 3 Business
Combinaticns are recognised at their fair value at the acquisition date.

Assets and disposal groups held for sale and discontinued operations

Non-current assets, or disposal groups comprising assets and liabilities, are classified as held for sale if it Is highly probable that they wili be
recovered primarily through sale rather than through continuing use. This condition is regarded as met only when the sale is highly probable
and the asset is avallable for immediate sale in its present condition. Management must be committed to the sale which should be expected
to qualify for recognition as a completed sale within one year of the date of classification.

Such assets, or disposal groups, are measured at the lower of their carrying amount and fair value less costs to sell. Impairment losses on
inftial classification as held for sale and subsaquent gains and losses on remeasurement are recognised in profit ar loss.

A disposal group qualifies as a discontinued operation if it is a component of an entity that either has been disposed of, or is classified as
held for sale, and:

= represents a separate major line of business or geographical area of operations; or
= is part of a single coordinated plan to dispose of a separate major line of business or geographical area of operaticns; or
8 is a subsidiary acquired exclusively with a view to resale.

Discontinued operations are excluded from the results of continuing operations and are presented as a single amount as profit or loss after
tax from discortinued operations in the income statement.

Goodwill and intangible assets

Geodwill arising on consolidation is recognised as an asset at the date that control is acguired. Goodwil is measured as the excess of the
sum of the consideration transferred, the amount of any non-controlling interest in the acquires and the fair value of the acquirer's previously
held equity interest (if any) in the entity over the net of the acqguisition date amounts of the identifiable assets acquired and liabilities assumed.

For the purpose of impairment testing, goodwill is allocated to each of the Group's cash generating units (CGUs) which are tested for
impairment annually, or more frequently where there is an indication that the CGU may be impaired. If the recoverable amount of the CGU
is less than the carrying amount of the CGU, the impairment loss is allocated to the goodwill of the CGU and then 1o the other assets of the
CGU pro rata on the basis of the carrying amount of each asset in the CGU. An impairment loss recognised for goodwill ts not reversed in
a subsequent period. On disposal of a subsidiary, associate or jointly controlled entity, the attributable armount of goodwill is included in the
determination of the profit or loss on disposal.

Computer software is recognised separately ag an intangible asset and is carried at cost less accumulated amortisation and accumulated
impairment losses. Costs include software licences, website developmeant, costs attributable to the development, design and
implermentation of the computer software and internal costs directly attributable to the software.

The existing finite life intangible assets have a residual value of nil and are amortised on a straight-line basis over their useful economic lives
as follows:

= Customer contracts — over the estimated life of the contract (nine to ten years)
= Franchise agreements — over the initial term of the franchise (two to ten years)
= Software — over the estimated life of the software (three to five years)

Revenue recognition
Under IFRS 15 revenue is recognised when control of a good or service transfers to the customer. The point at which goods and services
are transferred to the customer is based on the fulfiment of performance obligations.

As the Group has the right to consideration corresponding directly with the value of performance completed to date, customer contract
revenue is recognised consistent with the amount that the Group has a right to invcice. The Group is therefore exercising the practical
expedient not to explain transaction prices allocated to unsatisfied performance obligations at the end of the reparting period.

Revenue principally comprises revenue from frain passenger services, road passenger transport, and certain managerment and maintenance
services in the UK. Where appropriate, amounts are shown nat of rebatas and sales taxes. An explanation of the types of revenue Is set
out below.

Note that revenues include contractual and direct fisca! support as a result of coronavirus, including post-pandemic recovery funding. Thisis
covered in more detail further on in this note.
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Notes to the consolidated financial statements continued

2 Significant accounting policies continued

Passenger revenues

Passenger revenues primarily relate 1o ticket sales through First Bus and First Rail, Passenger revenue is recognised at both a point in
time and aver time. Ticket sales for journeys of less than ane waek's duration are recognised on the first date of travel. Ticket sales for
season tickets, travel cards and open-return tickets are initially deferred then recognised over the period covered by the relevant ticket.
Congcessionary amounts are recognised in the period in which the service is orovided.

Contract revenues

Cantract revenues mainly relate to tenders in First Bus, and in the pricr year to First Student school bus contracts and First Transit contracts
in North America. Revenues are recognised as the services are provided over the length of the contract and based on a transaction price
which is defined in the terms of the contract.

Charter/private hire

Charter and private hire predominantly related to charter work in First Student (generated before the sale of the division in the prior year) for
both school districts with extracurricular activities and third parties with general transportation needs. Revenue was recognised over the
period in which the charterprivate hire was provided to the customer.

Rail contract subsidy receipts

Revenue in First Rail includes subsidy receipts from the Department for Transport (OfT) for Emergency Measures Agreements (EMA),
Emergency Recovery Measures Agreements (ERMA), National Rall Contracts (NRC} and amounts receivable under these arrangements
including certain funded operational projects. Revenue also includes amounts attributable to the Train Operating Companies (TOCs),
predominantly based on models of route usage, by the Railway Settlerment Plan in respect of passenger receipts. Revenue is recognised
over tims as the performance obligations are met as agreed between the individual TOCs and the DfT.

Other revenues

Other revenues mainly relate to non-rail subsidies, revenue arising from ancillary services to other rail and road passenger service providers
for maintenance, refusling and ctner associated services and to sundry third parties for the use of space at terminals and on-hoard vehicles
for othar business activities, e.qg. retail outlets, taxi ranks, catering and advertising. Other revenuas are recognised at oth a point in time and
over time.

Contractual and direct fiscal support

The principal direct fiscal support recognised during the year comprised £848.8m (2022: £1,835.6m) of EMA/ERMA/NRC funding in Flrst
Rail, and £76.3m (2022: £180.2m) of BRG, NSG+, BES, concassions and other funding (including the £2 fare cap in England) in First Bus.
These are recognised within revenue in accordance with IFRS 15 when control of the good or service is transforred to the customer and the
Group is entitled to the consideration.

In tha legacy North America business (discontinued operations), there were £nil {2022: £10.7m) of CARES Act employee retention credits
accounted for through cperating costs. These amounts were recognised as an offset 1o the related costs when conditions were met and
expenses were incurred.

The main direct fiscal support recognised in revenue over time for each division has been as folows:

First Bus

Funding schemes were in place across the vast majority of the operation (BRG-E in England, NSG+ in Scotland, and BESZ2.0 and BES3.0

in Wales). BRG-E was the extansion to the BRG scheme that was in place in FY 2022 and ran from the start of the year providing operators
with a fixed monthly payment to enable them to maintain a higher level of commercial mileage than the current passenger levels would allow.
NSG+ also ran throughout FY 2023 replacing the less commergially orientated CSG-R scherne and provided operators across Scotland
with a fixed payment per kilometre operated again to enable a higher level of commercial mileage to be maintained. Both BRG-E and NSG+
contain profitability clauses meaning that any profits over a certain threshold should be shared or returnad to the relevant authority, up to the
total value of the funding provided. BES2.0 was in place from the start of the year before being replaced by BES 3.0 and takes the form of a
grant payable to operaters to offset any losses incurred from running an agreed level of mileage. In England, the £2 fare cap, underpinned by
UK Government support, was announced by the Departrnent for Transport in December 2022,

First Rail
The Emergency Measures Agreements (EMAs), the Emergency Recovery Measures Agreesment (ERMAS) and the National Rail Contracts

{NRCs) transfarred substantialiy ail revenue and substantiafly all cost risk to the government and for the full period our First Rail contracts
were operated under the terms of these arrangements.

= EMAIN raspect of GWR up to 26 June 2022, whereupon GWHR transitionsd to a new, three-year NRC with an option for the DT to extend
by a further three years to June 2028

1 ERMA In respect of WCR / Avanti up to 168 October 2022, where the existing arrangement was extended by a further six months by the Df
to March 2023. On 20 March 2023, the existing arrangemeant was again extended, to 15 October 2023
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2 Significant accounting pelicies continuad

= NRCs for SWR and TPE throughout the year. On 10 February 2023, the DfT exercised its option to continue SWR’s NRC for a full two-year
aextension period, to run to 25 May 2025. On 11 May 2023, the DfT confirmed that it would not exeércise its option to extend the existing
arrangements for FirstGroup's TransPennine Fxpress (TPE) National Rail Contract, which was dus to expire on 28 May 2023. On that date
the DIT appointed its Operator of Last Resort to take over delivery of passenger services on the TPE natwork.

Under the arrangaments, cur franchised TOCs are paid a fixed management fee 1o continue to operate the rail network at a service fevel
agreed with the government. Net DfT funding including the management and performance fee is recognised as revenue In Raill contracts
subsidy receaipts, in line with the revenue recognition policy for contract subsidy receipts from the DfT.

Greyhound

Subsidy funding was made availzble under section 5311{f} of the terms of the US CARES Act and under the American Rescue Plan Act.
Thase Acts allow Greyhound to claim for losses made from operating intercity bus services in the US after 20 January 2020. In the prior year
and up 1o the date that the business was divested, the subsidy funding receivable was recognised as other revenue in the period in which
the services were provided and the operational costs were incurred.

Disaggregated revenue by operaling segment is st out in note 4.

First Bus pandemic-related grants

First Bus has received coronavirus related grants which are government grants receivable in light of the pandemic. The amounts principally
reflect grants receivable under the Bus Recovery Grant — Extension (BRG-E), the Bus Emergency Scheme {BES) for Wales and the Network
Support Grant Plus (NSG+ with all grants being disclosed in revenue. Under the BRG-E, NSG+ and BES schemes, grant income may be
claimed by operators of local bus services to close the shortfall of revenue earmned by them during the period affected by coronavirus and the
costs incurred by them in that period. The extent to which certain costs are eligible for inclusion in claiming bus suppoert grant income and
how certain costs should be determined for the purposes of the schemes remains subject 1o reconciliation processes. Income is recognised
in the inccme statement in the same period in which the related shortfall of revenue over costs is incurred to the extent there is reasonable
certainty that: {a} the Group will comply with the conditions attaching to the grant and {b} the grant will be received and retained by the
Group, taking account of the potential adjustments to grant payments as a result of any reconciliation process.

Leasing

Lease identification

At inception of a contract, the Group shall assess whether a contract is, or contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

Right of use asset

At the commencement date, the right of use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, less any incentives received, plus any initial direct costs
incurred and an estimate of costs to be incurred by the Group to dismantle and remove the underlying asset or restore the underlying asset
or the site on which it is located.

The right of use asset is depreciated on a straight-line basis over the shorter of the estimated useful life of the asset, the lease term or current
contract terms for rail TOCs. In addition, the right of use asset is periodically reduced by impairment losses, if applicable, and adjusted for
certain remeasurements of the lease liability.

Lease liability

At the commencement date of the lease, the leass liability is initially measured at the present value of lease payments te be made over the
lease term. The lease payments include fixad payments (ncluding in-substance fixed payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate, and amounts expected o be paid by the Group under residual value guarantegs. The
lsase payments also include the exercise price of a purchase option if the Group is reasonably certain t¢ exercise that option. Payments

of penalties for tarminating a lease, if the lease term reflects the Group exercising the option to terminate the lease, are also included. The
ety e ils drg discounted gl b incremental borrowing raté since the rates implict In the leases are not readily available.

The lease liability is measured by increasing the carrying amount to reflect the interest on the lease liability and reducing the carrying
amount to reflect the lease payments made. The carrying value is remeasured when there is a change in future lease payments arising
from a change in an index or rate, if there is a change in the Group's estimate of the amount expected to be payable under a residual value
guararitee, ar if the Group changes its assessment of whether it will exercise a purchase, extansion or termination optian.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exernption to selected leases that have a lease term of 12 months or less from the
commencement date and do not contain a purchase aption and where it is not reasonably certain that the lease term will be extended,

It also applies the low-value assets recognition exemption to leases of assets of low value based on the value of the asset when it is new,
regardless of the age of the asset being leased. Lease payments on short-term leases and leases of low-value assets are recognised as an
expense on a straight-line basis over the lease term.

On the balance sheet, right of use assets have been included in property, plant and eguipment and lease liabilities have been included in
borrowings.
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2 Significant accounting policies continued

Foreign currencies

The individual financial statements of each Group company are presented in the currency of the primary economic environment in which
it operates (its functional currency). For the purpose of the consalidated financial statements, the results and financial position of each
Group company are expressed in pounds Sterling, which is the functional currency of the Company, and the presentation currency for the
consolidated financial statements.

In preparing the financial statements of the individual companies, transactions in currencies other than the functional currency are recorded
at the rates of exchange prevailing on the dates of the transactions. At each balance shast date, monetary assets and liapilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date. Non-menetary assets and liabilities
carried at fair value that are denominated in foreign currencies are translated at the rates prevailing at the date when the fair value was
determined. Non-moenetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of monetary items, are included in profit or loss
for the period. Exchange differences arising on the retranslation of non-monetary items carried at fair value are included in prefit or loss for
the period, except for differences arising on the retranslation of non-monetary items in respect of which gains and losses are recognised
within other comprehensive income. For such non-monetary items, any exchange component of that gain or 10ss s also recognised within
other comprehensive income.

In order to hedge its exposure to certain foreign exchange risks, the Group hotds currency swaps and borrowings in foreign currencies (see
nate 25 far details of the Group's palicias in respect of foreign exchange risks).

On consolidation, the assets and liabilities of the Group’s overseas operations are translated at the closing exchange rates on the balance
sheet date. Income and expense items are translated at the average exchange rates for the period. Exchange differences arising from the
average exchange rates used and the pericd end rate, if any, are classified as equity and transferred to the Group's translation reserve. Such
translation differences are recognised as income or as expenses in the pericd In which the operation is disposed of.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

Al other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Non-GAAP measures and performance

In measuring the Group and divisional adjusted operating performance, additional financial measures derived from the reported results have
been used by management in order to eliminate factors which distort year-on-year comparisons. The Group's adjusted performance is used
to explain year-on-year changes when the effect of certain items is significant, including strategic items (including material M&A and group
restructuring projects), costs of acquisitions including aborted acguisitions, and impairment of assets. Other items below £5.0rm would not
normally be considered as adjusting items unless part of a larger strategic project, but items which distort year-on-year comparisons that
exceed this amount could potentially be classified as an adjusting item and are assessed on a case-by-case basis. Such potential adjusting
other items may include: restructuring and recrganisation costs; property gains or icsses; aged legal and self-insurance claims; movements on
insurance discount rates; onerous contract provisicns; pension settlerment gains or losses; and other items which management has
dstermined as not being relevant to an understanding of the Group's underlying business performance. Subseguent remeasurements of
adjusting iterns are also recognised as an adjusting item in the future period in which the remeasurement occurs.

In addition, management assess divisional performance before other intangible asset amortisation charges, as these are typically a result of
Group decisions and therefore the divisions have Iittle or no contral aver these charges. Management considers that this overall basis supports
year-on-year business performance comparisons, to underpin planning and decisicn-making on resource allocation. The Group does not
consider the nen-GAAP measures to be more important than, ar superior to, IFRS measures. See note 4 for the reconcillation to non-GAAR
measures and performance.

Retirement benefit costs
The Group operates or participates in a number of pension schemes, which include both defined benefit schemes and defined contribution
schemes.

Payrments to defined contribution plans are charged as an expense as they fall due. There is no further obligation to pay contributions into a
defined contribution plan once the contributions specified in the plan rules have been paid.

For defined benefit schemes, the cost of providing benefits is determined using the Projected Unit Credit Method, with actuarial updates
being carried out at each balance sheet date. Actuarial gains and losses are recognised in full in the pericd in which they accur. They are
recoghised outside the income statement and presented in the consolidated staterment of other comprehensive income.

Al past service costs are recognised immediately in the consolidated income staternent.
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Where changes to the bengfits in payment on defined benefit pension schemes require a change in scheme rules or ratification by the
Trustees, the change is recognised as a past service charge or credit in the income statement. Where changes in assumptions can be made
without changing the Trustee agreement, thase are recognised as a change in assumptions in other comprehensive income.

The retirement benefit position recognised in the balance sheel represents the present value of the defined benefit obligation as reduced by
the fair value of scheme assets. Any residual asset resulting from this calculation is limited 1o refunds economically available to the Company,
in the form of either a public sector payment or the present value of future service costs recognised via suspension of cash contributions.

Various TOCs in the First Rail business participate in the Railways Pension Scheme (RPS), which is an industry-wide defined benefit scheme.
The Group is obligated to fund the relevant section of the scheme over the period for which the contract is held. The full liability is recognised
on the balance sheet, which is then reduced by a ‘contract agjustmeant’ so that the net liability reflects the Group's obligations to fund the
scheme over the contract term, subject to any changes in the schedule of contributions following a statutory valuation.

Certain Transit Management contracts have defined benefit pension arrangements that are fully indemnified by the authority to which the
contract relates. The gross assets and liabifities are recognised along with an amount recoverable from the contracting authorities on the
basis that there is limited risk of default and which is also limited to the period of the contract.

Retirement benefits are also caverad in the Key sources of estimation uncertainty section of note 2 below.

Tax
The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year, Taxable profit differs from net profit as reported in the income statement
because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are never
taxable or deductible. The Group's liability for current tax is calculated using tax rates that have been enacted or substantively enacted by
the balance sheet date and includes an estimate of the tax which could be payable as a result of differing interpretation of tax laws.

Deferred tax is the tax expected fo be payable or recoverable on differences between the carrying amounts of agsets and liabilities in the
financial statements and the corresponding tax bases usead in the computation of taxable profit, and is accounted for using the balance
sheet liability method. Deferred tax liagilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial recognition of goodwili, or from the
initial recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates, and interests
in joint ventures, except where the Group Is able to controf the reversal of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer prebable
that sufficient taxable profits will be available to allow all or part of the asset to be recoverad.

Deferred tax is calculated at the tax rates that are expectad to apply in the period when the liakility is settled or the asset is realised and

is based on the estimated tax conseguences of items that are subject to differing interpratations of tax laws. Deferred tax is charged or
credited in the income statermnent, except when it relates to items charged or credited in other comprehensive income or directly to equity, in
which case the deferred tax is also dealt with within other comprehensive income or directly in equity respectively.

Defarred tax assets and ligbilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities
and when they relate to income taxes levied by the same tax autharity and the Group intends to settle its current tax assets and liabilities on
a net basis.

The Group foilows IFRIC 23 Uncertainty over Income Tax Treatments. IFRIC 23 sets out how to determine the accounting tax position when
there is uncertainty over income tax treatments. The interpretation reguires the Group to determine whether uncertain tax positions are
assessed separately or as a Group: and

w Assess whether it is probable that a tax authority will accept an uncertain tax treatment used, or proposed to be used, by an entity in its
income tax filings:

—~[fyas, the Group should determine its accounting tax position consistently with the tax treatrment used or planned to be used in its inccme
tax filings.

- no, the Group should reflect the effect of uncertainty in determining its accounting tax position using either the mast likely amount or the
expectad value mathod,
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Property, plant and equipment

Properties for provision of services or administrative purposes are carried at cost, less any recogrised impairment loss. Cost includes
professional fees and, for qualifying assets, borrowing costs capitalised in accardance with the Group's accounting policy. Depreciation of
these assets, on the same basis as other property assets, commences when the assets are ready for their intended use.

Passenger carrying vehicles and other plant and equipment are stated at cost less accumulated depreciation and any recognised
impairment loss.

Depreciation is charged so as 1o write off the cost of assets, other than freehold land, the land slement of long leasehald properties or on
assets in the course of construction, over their estimated useful lives, using the straight-line method, on the following bases:

Freehold buildings 50 years straight-line

Passenger carrying vehicles  seven to 17 years straight-lne

Other plant and eguipmenit three to 25 years straight-line

Assets specific to Train Operating Companies are depreciated over the lesser of their estimated useful lives or the rail contract term.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and the
carrying amaount of the asset and is recagnised in income.

Capital grants

Capital grants relating to property, plant and eguipment are held in other payables and released to the income statement over the expected
useful lives of the assets concerned. Capital grants are not recognised until there is a reasonable assurance that the Group will cormply with
the conditions attaching to them and that the grants will be received,

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangiole assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows that are independent from
other assets, the Group estimates the recoverable amount of the CGU to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset or OGU is estimated to be less than its carrying amount, the carrying amount of the asset or CGU is
reduced to its recoverable amount, An impairment 1oss is recognised as an expense iImmediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recagnised for the asset or CGU in prior years. A reversal of an impairment loss is recognised as income
immediately.

Inventories

Inventories of spare parts and consumables are stated at the lower of cost and nat realisable value, after making appropriate alowances
for obsolete and slow-moving items. Gost comprises direct materials and, where applicable, those overheads that have been incurred in
bringing the inventories to their prasent location and condition. Cost is calculated using the weighted average cost method. Where the
purchase of inventory was the hedged item in a cash flow hedge relationship, the initial carrying amount of the recognised inventory is
adjusted by the associated hedging gain or loss transferred from the hedging reserve (a basis adjustment). There are no material inventory
allowances,

Financial instruments
Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group becomes a party 1o the contractual
provisions of the instrument.

Financial assets

Financial assets can be measured at amortised cost, fair value through profit or loss or fair value through other comprehensive income. The
measurement basis is determined by reference to both the business model for managing the financial asset and the contractual cash flow
characteristics of the financial asset,
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Finanrial assets are classified infn nne of thres primary categnries:

Financial assets at amortised cost

Financial assets at amortised costs are non-derivative financial assets held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest. Financial assets at amortised cost are subsecuantly measured using the effective

interest methed and are subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or
impaired.

Fair value through profit and loss

Financial assets at fair value through profit or loss includs financial assets held for trading, financial assets designated upon initial recognition
at fair value through profit or loss, or financial assets mandatorily required to be measured at fair value. Financial assets are classified as held
for trading if they are acquired for the purpoese of selling or repurchasing in the near term. Derivatives are also classified as held for trading
unless they are designated as effective hedging instruments.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with net changes in fair
valua recognised in the income statement within finance costs. Transaction costs arising en initial recognition are expensed in the income
statement.

Fair value through other comprehensive income
The Group does not have any financial assets held at fair value through other comprehensive income.

Financial liabilities and equity instruments

Financial liabilites and equity instruments are classified according to the substance of the contractual arrangements entered into. An equity
instrument is any contract that evidences a residual interest in the assels of the Group after deducting all of its liabilities. Eguity instruments
issued by the Company are recorded at the proceeds received net of direct issue costs.

Financial liabilities
Bank borrowings
Interest-bearing bank loans and overdrafts are measured on an amortised cost basis.

Bonds and loan notes
These are measured elther on an amoertised cost basis or at far value, if designated.

Trade payables
Trade payables are initially measured at fair valug, and ars subseguently measured at amortised cost, using the effective interest rate

method,

Derivative financial instruments and hedge accounting

The Group uses derivative financial instruments to hadge its exposure to forsign exchange, interest rate and commedity risks. Use of such
financial instruments is governed by policies and delegated authorities approved by the Board. The Group does not hold or issue derivative
financial instruments for trading purposes. The main derivative financial instruments used by the Group are interest rate swaps, fuel swaps,
and cross currency interest rate swaps. Such instruments are initially recognised at fair valug and subsequently remeasured to fair value at
the reported balance sheet date. The fair values are calculated by reference to market exchange rates, interest rates and fuel prices at the
period end, and supported by counterparty confirmations. Where derivatives do not qualify for hedge accounting, any gains or losses on
re-measurement are immediately recognised in the Group income statement. Where derivatives qualify for hedge accounting, recognition of
any resultant gain or loss depends on the nature of the hedge relationship and the item being hedged. At inception of designated hedging
relationships, the Group documents the risk management objective and strategy for undertaking the hedge, the nature of the risks being
hedged and the economic relationship between the item being hedged and the haedging instrument,

Far valle hedging: the tar value change on qualitying hedging nstruments 1s recogrised m protit or loss, |he carrying amount of a hedged
item not already measured at fair value is adjusted for the fair value change attributable to the hedged risk with a corresponding entry in profit
or loss.

Cash flow hedging: The effective portion of changes in the fair value of derivatives and other qualifying hedging instruments that are
designated and qualify as cash flow hedges is recognised in other comprehensive income and accumulated under the heading of

hedging reserve, imited to the cumulative change in fair value of the hedged item from inception of the hedge. The gain or loss relating

to the ineffective portion is recognised immediataly in profit or loss. Amounts previcusly recognised in other comprehensive income and
accumulated in equity are reclassified to profit or loss in the periods when the hedged item affects profit or loss, in the same line as the
recognised hedged item. However, when the hedged forecast transaction results in the recognition of a non-financial item such as inventory,
the gains and losses previcusly recognised in other comprahensive income and accurmulated in equity are removed from equity and
included as a basis adjustment in the initial measurement of the cost of that item. This transfar does not affect other comprehensive income,
however the hedging gains and losses that will subseguently be transferred as basis adjustments are categorised as amounts that may be
reclassified subsequently to profit or loss, as such a reclassification may cccur in the event that the hedged transaction is na longer expectad
to oceur. Furthermore, if the Group expects that some or all of the loss accumulated in the cash flow hedging reserve will not be recovered in
the future, that amount is immediately reclassified to profit or loss.
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Net investrment hedging: Derivative financial instruments are classified as net investment hedges when they hedge the Group’s net
invastment in an overseas cperation. The effective element of any foreign exchange gain or loss from remeasuring the derivative instrument
is recagnised directly in other comprahansive income and accumulated in the foreign currency translation reserve. Any ineffective element
is recognised immediately in the Group income statement. Gains and losses accumulated in the foreign currency translation reserve are
included in the Group income statement on the disposal or partial disposal of the foreign operation.

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event and it is probable that the Group will be
required to setile that obligation. Provisions are measured at the Directors’ best estimate of the expenditure required to settle the obligation
at the balance sheet date and are discounted to present value where the effect is material.

Self-insurance

The Group’s policy is to self-insure high frequency, low value claims within the businesses. In addition there are typically a smaller

numicer of maior claims during a financial year for which cover is obtained through third-party insurance policies subject to an insurance
deductible. Where the Group holds legacy self-insurance exposures related to disposed businesses, insurance and re-insurance policies
have been purchased 1o de-risk this exposure. Provision is made under IAS 37 Provisions, Contingent Liabilities and Contingent Assets

for the estimated cost of settling uninsured claims for incidents occurring prior to the balance sheet date. The provision is discounted o
appropriately reflect the timing of future cash claims settlements. Self-insurance is also covered in the key sources of estimation uncertainty
section of note 2 below.

Share-based payments

The Group issues equity-settled share-based payments to certain employees. Equity-setiled share-based payments are msasured at fair
value at the date of grant. The fair value is expensed over the vesting periad, based on the Group's estimate of shares that will eventually vest
and is adjusted for the effects of non-market-based vesting conditions.

Fair value is measured by use of a Black-Schales or other appropriate valuation models. The expected life used in the model has been
adjusted, based on management's best estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations.

Dividend distributions
Dividend districutions to the Company's shareholders are recognised as a liability in the Group’s financial staterments in the period in which
the dividends are approved by the Company's shareholders.

Adoption of new and revised standards
The accounting policies adopted are consistent with those of the previous financial year except for the changes arising from new standards
and amendmernts to axisting standards which have been adopted in the current year.

The following amended standards and interpratations were adopted by the Group during the year.
— Property, plant and equipment: Proceeds before Intended Use {Amendments to 1AS *6)
—Reference to the Conceptual Framework {Amendments to IFRS 3)

— Onerous contracts ~ Cost of FUlfilling a Contract (Amendments 1o 1AS 37)
~Annual improvernents to IFRS Standards 2018-2020

There has been no material change as a result of applying these amendments and ne significant impact is expected from any of the future
standards and amendmenits that are visible.

Key sources of estimation uncertainty and significant judgements

The preparation of financial statements in conformity with generally accepted accounting principles reguires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Although these estimates are based on management's best knowledge, actual results
may ultimately differ from those estimates. The estimates and underlying assumpticns are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision affects only that pericd, or in the period of
revision and future periods if the revision affects both current and future periods.

The following are the critical estimates and judgements that the Directors have made in the process of applying the Group's accounting
policies and that have the most significant effect on the amounts recognised in the financial statements.

First Transit earmout valuation

On 26 Octeber 2022, EQT Infrastructure announced its agreement to sell First Transit to Transdev North America, Inc. As part of the

First Transit disposal to EQT Infrastructure, FirstGroup is entitled to an earnout consideration. The Group currently estimates the earnout
consideration to be ¢ $89m (£72.3m). While the earnout is considered to have crystalised following the sale, with proceeds anticipated in the
first half of FY 2024, there remains a degree of estimation uncertainty regarding the amount to be received, depending on the finalisation of
customary closing transaction adjustments.
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Impairment of assets in CGUs

The key sources of estimation uncertainty in relation to the potential risk of impairment of assets in CGUs relate to the cash flow forecasts
including significant judgernents in deciding what assumptions to make regarding the future financial performance of the CGU in a
post-pandemic environment, the ongoing macrosconomic uncertainty, and the Group’s future climate-related targets and ambitions. This is
covered in more detall in note 11.

Defined benefit pension arrangements

Railway Pension Scheme

The Group sponsors six sections of the Railway Pension Scheme {RPS) in the current year, relating to its obligations far its contracted-TOCs,
and a further section for Hull Trains, its Open Access operator. RPS is a defined benefit pension scheme which covers the whele of the UK
rail industry. In contrast to the pension schemes operated by most businesses the RPS is a shared cost scheme which means that costs
are formally shared 80% employer and 40% employee. The Group only recognises amounts in relation to its share of costs in the income
statement, The RPS is partitioned into sections and, for the sections that relate to contracts, the Group is responsible for the funding of these
sections only while it operates the relevant contract.

At the end of the contract term, responsibility for funding the relevant section of the scheme, and consequentially any deficit or surplus
existing at that date, is passed to the next contractor. At each balance sheet date a contract adjustment is recognised against the IAS 19 net
pension asset or liahility to reflect that portion expected to pass to the next contractor.

The Directors view this arrangement as analogous 1o the cirgumstances described in paragraphs 92-94 of IAS 19 (Revised) with & third party
taking on the obligation for future contriputions. As there is no requirement to make contributions to fund the current deficit, it is assurned
that all of the current deficit will be funded by another party and hence none of that deficit is attributable to the current contractor. In respect
of the future service costs, there is currently no pension obligation in respect of those costs. When the costs are recognised in the income
statement, the extent to which the committed contributions fall short determines the amount that is to be covered by contributions of ancther
party in future, which is recognised as an adjustment to service cost in the income statement. Under circumstances where contributions are
renegotiated, such as following a statutory valuation, an adjustment will be recognised in the income statement, whilst changes in actuarial
assumptions cantinue to be recognised through other comprehensive income.

The Directors consider this judgement to be the most appropriate interpretation of IAS 19 to reflact the specific circumstances of the RPS
where the contract commitment is only to pay contributions during the period in which we run the contract. An alternative approach would
involve not limiting the measurement of the sarvice cost through the recognition of an income statement contract adjustment but recognising
all changes in the contract adjustment as a reimbursement right in Other Comprahansive Income (OCI).

For illustrative purposes, for the year ended 31 March 2023 the impact of this alternative approach would be an increase in costs of £102.9m
(2022: £102.7my in the income statement and a credit to OCl of £113.1m (2022; credit of £70.9m). In addition, the balance sheet would reflect
a surplus of £35.2m (2022: surplus of £25.0m). Since the contract only refers to the contribution requirements during its term, and not any
reimbursement rights, in the Directors’ view contributions are shared with the next contractor and therefore the treatment of the arrangement
as contribution-sharing is considersd the most appropriate.

Actuarial assumptions

The UK schemes retirement benefit cbligations are discounted at a rate sat by reference to market yields at the end of the reporting pertod
on high-guality corperate bonds. Significant judgement is required when setting the criteria for bonds to be included in the population from
which the yield curve is derived. The most significant criteria considered for the selection of bonds include the issue size of the corporate
bonds, guality of the bonds and the identification of outliers which are excluded. Management follows actuarial advice from a third party
when determining these judgements. Anather key estimate is the longevity of members. We take specialist advice on this from our actuarial
advisers which aims to consider the likely experience taking into account each scheme's characteristics. Qur approach is to review these
assurmptions for each scheme following completion of their funding valuations, and mere frequently only if appropriate to do so. Given pay
increases for emplovess in the Rall divisinn ara under negotiation, the gross figures for the contract Rail pensions disclosures may be under-
or ovarstated, but there will be nil impact on the balance sheet as a result of the contract adjustment. Additionally, in terms ot the value

of the assets held by one of the Local Government Pension Scheme funds, around £200m is held co-mingted with a considerably larger
poal of assets held for the interests of the local authority and a significant numoer of other admitted employers. This means that the value
attributable to the Company’s share of the overall fund requires a degres of estimation, allowing for returns and outgo. Management review
the approach, taking consideration and advice from actuartal and cther professional advisors.

Tha Pension Regulator (TPR) has been in discussions with the RPS {the Scheme) regarding the long-term funding strategy of the Scheme.
Whilst TPR balievas that the Scheme should be fundad on a more prudent basis, it is not possible at this stage to determine the Impact to
ongoing contribution requirements.

The carrying amount of the Group’s continuing retirement benefit arangements at 31 March 2023 was an asset of £27.8m (2022: asset of
£186.7m). Further details and sensitivities are set out in note 37.
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Self-insurance

Provision is made for all known incidents for which there is self-insurance using management's best estimate of the likely settlement of these
incidents. The estimated settlement is reviewed on a regular basis with independent actuarial advice and the amount provided (including
the Incurred But Not Reported {IBNR) elerment) is adjusted as required. Given the diversity of claim types, their size, the rangs of possible
outcormes and the time involved in settling these claims, a material change could be required to the carrying value of claims provisions in the
next financial year. These factors also make 1t impractical to provide sensitivity analysis on one single measure and its potential impact on
overall insurance provisions. The Group's fotal self-insurance provisions as at the balance sheet date were £129.9m (2022: £148.0m) as set
outin note 27. Cf this £79.1m relates to North America of which £73.3m is de-risked with insurance, leaving £b.8m where the actuarial range
is £51m to £5.8m (2022: £9.6m and actuarial range £8.6m to £9.5m). A receivable matching the value of the de-risked provision of £73.3mis
recorded within Other receivables to account for the recovery from the third-party insurer.

Determining the incremental borrowing rate used to measure lease liabilities
The Group is required to determine is incremental borrowing rate (IBR) to measure its lease liabilities. Judgement is required to determing
the components of the IBR used for each lease, including risk-free rates, credit risk and any lsase specific adjustments.

IBRs applied to new {or modified) leases are determined quarterly or at the time of a new franchise. They depend on the term, country and
start and and date of the lease. They are estimated based on several factors which include the risk-free rate based on government bond
rates, a country-specific adjustment and a credit risk adjustment based on the average credit spread of entities with similar ratings to the
Group.

Climate change

In the preparation of the Group’s consolidated financial statements, management has considered the potential impact of cimate change,
particularly in the context of the disclosures included in the Strategic Report (including the Task Force for Climate-related Disclosures),
and the Group’s own climate-related ambitions and targets. This includes an assessment of how the Group's accounting estimates and
judgements are impacted by the Group's pathway ¢ achieving its stated ambitions and targets, as well as by climate-related risks and
opportunities for the Group.

Acticns required to drive the Group's climate-related ambitions and targets, including their financial impacts, are factored into the longer-term
business pfanning cycles of the Group. The following areas of estimation have been considered as part of these planning cycles, in addition
those detailed in the 'Key sources of estimation uncertainty’ section below. Managemaent do not believe that these areas will have a material
impact on financial reporting estimatas and judgements in the next year. Owing 1o the inherent medium/longer-term uncertainty with regard
to climate-related risks and opportunities, it is not currently possible to assess whether in the future, these areas of estimation and judgement
may have @ more material impact on carrying values of assets and liabllities. Management will continue to regularly assess climate-related
risks in the context of the estimates and judgerments made in the preparation of the Greup's financial staternents.

Goeing concern and viability

There may be a risk of increased future costs and capital investment requirements to ensure compliance with environmental regulatory
requirements (for example carbon taxes/charges, or other emissions-related restrictions), and to achieve the Group’s stated sustainability
targets and ambitions. Howaver, the Group believes that there is likely to be an increasing modal shift towards public transport, as
awareness grows among customers of cimate-related issues, and with governmental support for transport decarbonisation, which could
create new opportunities for the Group.

Carrying value of non-current assets

Environmental regulatory requirements, in parallel with the Group’s climate-related targets and ambitions, may further accelerate the
transition to electrification of vehicle fleets. Transitional risks relating to the evolution of cimate-related technologies may alter the expected
obsolescence profile of existing vehicle fleets. These factors may impact the Group's estimates of the useful lives of existing assets, their
residuai values, and the risk of asset impairment. The Group monitors closely the accounting estimates in relation to its vehicle fleets to
ensure they remain reasonable.

Provisions

Climate-related legislative and regufatory changes may, in future, reguire the Group to assess whether environmental provisions are
necessary, for example the potential introduction of carbon taxes/charges. In paraliel with the work towards achieving its climate-related
armbitions and targets, the Group tracks such legislative changes to ensure the impact on the business is well understood and managed
effectively.

Going concern

Thne Board carried out a raview of the Group's financial projections for the 18 months to 30 September 2024 and on a going consern vasis.
In doing so, the Board considered whether any material uncertainties exist that cast doutst on the Group's and the Company's ability to
continue as a going concern over the going concern period.

Consistent with prior years, the Board's going concern assessment is based on a review of future trading projections, including whether
banking covenants are likely t¢ be met and whether there is sufficient cornmitted facility headroom to accormmodate future cash flows for the
going concern period.
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2 Significant accounting policies continued

Divigional managament teams prepared detaller hattnm-un projections for their businesses reflecting the impact of the post-pandemic
operating environment, including assumptions on passenger volume recovery and government support, as welt as the impact of actions
required to address the Group's climate-related targets and ambitions.

Base case scenario

The Board considered the annual budget to 31 March 2024 and medium-term plan o be the base case scenario for the purpose of the
going concern assaessment for the FY 2023 year end. These projections were the subject of a series of executive management reviews

and were used to update the base case scenario that was used for the purposes of the going concern assessment at the 2023 year end.
The base case assumeas a cohtinuing recovery in passenger volumes and yields in FY 2024, but that passenger volumes remain below
pre-pandemic levels in the going concern assessment period. The base case also reflects the expiry and non-renewal of the TransPennine
Express rail contract in May 2023. The macro projections in the updated base case assume that the UK operates in a recovering coronavirus
economy. The annual budget and medium-term plan alse capture the expected financial impact of the actions required 1o support the
Group's climate-related targets and ambitions.

Downside scenario

In addition, a downside case was also modelled which assumes a more protracted post-pandemic recovery profile. In First Bus the
downside case assumes a reduction in passenger volumes driving & 25% reduction in Bus profitability. In First Rail, the downside case
assumes TOC performance fee awards at 50% of expected levels; revenue reduction in Hull Trains and Lumo of 20%; and loss of ons
Naticnal Rall Gontract at the end of its current term. The downside scenario also assumes a delay in receipt of final Grayhound property
proceeds until after the going concern period; a lowar realised value for the First Transit earnout; and a £10m impact of a significant
climate-related avent.

Mitigating actions

If the performance of the Group were to be more adversely impacted than assumed in the base case or downside case scenarios, the
Group would reduce and defer planned growth capex spend and further reduce Gosts in line with a lower volume operating environment 1o
the extent that the essential services we operate in First Bus are not required to be run for the governments and communities we support.

Going concern statement

Based on the review of the financial forecasts for the period to September 2024 and having regard to the risks and uncertainties tc which the
Group is exposed, the Directars have a reasonable expectation that the Group has adequate resources to continue in operational existence
for at least the 12-month period from the date on which the financial statements were approved, including compliance with banking
covenants under both the base case and downside scenarios. Accordingly, they continue to adopt a going concern basis of accounting in
preparing the consolidated financial statements in this full year report.

3 BRevenue

2023 2022

£m £m

Services rendered 3,483.0 2,637.0

First Rail contract subsidy receipts 893.0 1,662.1

Other revenues 379.0 3920

Revenue from continuing operations 4,755.0 4,501 4
Discontinued operations — - 80 9988

Revenue 4,759.0 5,588.0

Disaggregated revenue by operating segment is set out in nota 5.

Uter revenues princlsaly reprssent pust-panderniv funding mechanisma in Cirst Buo and Firot Rai.
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Notes to the consolidated financial statements continued

4 Reconciliation to non-GAAP measures and performance

In measuring the Group and divisicnal adjusted operating performance, additional financial measures derived from the reported results have
been used by management in crder to eliminate factors which distort year-on-year comparisons. The Group’s adjusted performance is used
to explain year-on-year changes when the effect of certain itemns is significant, including strategic items (including material M&A and group
restructuring projects), costs of acquisitions including aborted acquisitions, and impairment of assats. Other items below £5.0m would not
normally be considered as adjusting items unless part of a larger strategic project, but items which distort year-on-year comparisons that
exceed this amount could potentially be classified as an adjusting item and are assessed on a case-by-case basis. Such potential adjusting
other items may include; restructuring and reorganisation costs; property gains or losses; aged legal and self-insurance claims; movernents
on insurance discount rates; onerous contract provisions; pension settlement gains or losses; and other items which management has
determined as not being relevant to an understanding of the Group’s underlying business performance. Subseguent remeasurements of
adjusting items are also recognised as an adjusting item in the future period in which the remeasurement occcurs.

2023 2022
Recanciliation of operating profit to adjusted operating profit on a continuing basis £m £m
Operating profit on a continuing basis 153.9 122.8
Adjustmenits for:
First Bus divisional restructuring costs 7.0 -
Strategic items {1.4) -
Greyhound Canada 1.5 1.7
Rail termination sums net of Impairment reversal - 4.0
Gain on disposal of properties ) - (13.8)
Total operating profit adjustments an a continuing basis - 71 (16.1)
Adjusted operating profit on a continuing basis (note 5) 161.0 106.7

2023 2022
Reconciliation of operating profit/{loss) to adjusted operating profit on a discontinued basis £m £m
Operating profit from discontinued operations 3.3 £83.3
Gain on sale of First Student and First Transit - 01.1)
Gain on sale of Greyhound L - ] 7 - (109.0)
QOperating profit from discontinued operations {excluding gain on sale of First Student, First Transit and Greyhound) 313 73.2
Adjustments for:
Transit earnout charge 338 -
Gain on disposal of Greyhound properties (71.4) 8.5
Strategy costs {0.3} -
Other intangible asset amortisation charges - 0.4
Other costs associated with the disposal of First Student and First Transit - 32.7
Cther costs associated with the disposal of Greyhound - 11.1
Greyhound insurance de-risking - 18.3
Employment taxes relating to First Student and First Transit - 8.6
Partial reversal of prior year impairments of Grayhounc - (55.4)
Impairment of land and buildings - 7.2
North America insurance provisions - - 31.5
Total operating profit adjustments from discontinued operations {excluding gain on sale of First Student,
First Transit and Greyhound) B (37.9) 46.9
Adjusted operating (loss)/profit from discontinued operations (6.6} 1201
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4 Reconciliation to non-GAAP measures and performance continued

2023 2022
Reconciliation of profit/{loss) before tax to adjusted profit before tax and adjusted earnings £m £m
Profit before tax fincluding discontinued operations) 128.7 654.1
Adjusting operating profit adiustments — continuing operations A (16.1)
Adijusting operating profit adjustments — discontinued operations excluding gain on sale (37.9) 46.9
(Gain on sale of First Student and First Transit - B01.1)
Gain on sale of Grayhound - (109.0)
Operating profit adjustments - total operations (30.8) 579.3)
Adjusting finance caost items — continuing operations - 58.6
Adjusted profit before tax including discontinued operations 97.9 1334
Adjusted tax charge (20.7) {20.4)
Non-controlling interests' (5.1} {5.6)
Adjusted earnings including discontinued operations 724 107.4
1 Statutory non-controlling interests in 2023 and 2022 principally refiect Avanti West Coast and South Western Rallway.

2023 2022
Reconcilation of tax chargs to adjusted tax charge £m £m
Tax charge (notc 9) 33.4 121
Tax effect of adjusting iterns (note 10} {12.7 21.8
Adjustments attributable to changes in tax rates and laws 1.4 1.4
Wirite back of previously unrecognised deferred tax assets (note 9) - 25.7
Write down of praviously recognised deferred tax assets {note 9) (1.4} (40.6)
Adjusted tax charge (including discontinued) 20.7 20.4
Adjusted tax charge - continuing operations 20.4 2.7
Adjusted tax charge - discontinued operations 0.3 177

Adjusting items - 2023
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 markets and to align networks with post-pandemic demand, the
Group complaeted 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 resulting 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 surplus vehicle write-downs and other recrganisation 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 following the exit from North America, offset by the release of accruals following the disposal of North America and the
execitinn of the strategy.

Greyhound Canada
Net restructuring and closure costs of £(1.8)m relating to the continued winding down of Greyhound Canada operations were incurred during
the year.

Adjusting items - discontinued operations

First Transit earnout

Fallowing 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 $88.5m (£72.3m) 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 earnout 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 properties in December 2022.

Adjusting items - 2022
1he principal adjusting items in relation to the continuing business for 2022 were as follows:
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4 Reconciliation to non-GAAP measures and performance continued

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

Greyhound Canada closure
£21.7m in relation to Greyhound Canada restructuring and closure costs were incurred during the prior year.

First Rail termination sums net of impairment reversal
A £4.0m credit was recognised in the prior year, representing final adjustments 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 pricr year associated with the disposal of First Student and First Transit that were not directly
attributable to the sale and were therefore 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’ impairment charges.

Other costs associated with the disposal of Greyhound
There was a charge of £11.1m in the prior 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 prior years' claims, and for the de-risking of
legacy Greyhound insurance liabllities.

Gain on disposal of properties and impairment of land and buildings
An averall gain on disposal of Greyhound US properties of £6.5m was realised in the prior year. There was also an impairment charge of
£27.2m for properties where market value was less than the book value.

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

Total make-whole casts (bonds and facilities)
Costs of £50.0m in the pricr 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 £326m 2022 bond.
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4  Reconciliation to non-GAAP measures and performance continued

Write off of unomorticad bridgn, bond and fagility cocts

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

Other measures
First Bug EBITDA comprises:

2023 2022
£m &m

Pre-IFf33 16 EBITDA 105.0 87.6
IFRS 16 adjustments! ) 15.9 16.8
tirst Bus adjusted EBITDA per segmental results table abave 120.9 104.4
First Rail EBITDA comprises:
Nan-management fees-based TOCs pre-IFRS 16 EBITDA 32.5 @0
Graup's share of management fee income available for dividends {net of tax and minority interest) 387 455
Tax on managernent fee income 10.2 12.0
Minority interest at management fee TOCs 541 5.8
Cther adjustments - 3.0
IFRS 16 adjustments! ~ B 5745 B 583.3
First Rail adjusted EBITDA per segmental results table above 661.0 8499
Group items EBITDA comprises:; 7 7
Pre-IFRS 16 EBITDA (21.2) (24.8)
IF B3 18 adjustments’ N o 7 7
Group items adjusted ERITDA per segmental results table above (19.5) {23.1)
First Rail adjusted operating profit comprises:
Non-management fees based TOCs 315 9.7)
Group's share of management fee income available for dividends (net of tax and minority interest) 38.7 455
Tax on management fee income 10.2 12.0
Minority interest at management fee TOCs 5.1 58
IFRS 16 adjustments/other’ ) L i N 39.3 34.2
First Rail adjusted operating profit per segmental results table above 124.8 87.8
Group adjusted attributable profit comprises:
First Bus operating profit 58.4 452
Altributable net incorme from First Rail management fee-based operations 38.7 455
First Hall adjusted operating profit from open access and additional services 3.5 8.7)
Group central costs {pperating profit basis) (22.2) {26.3)
Treasury interest? {14.4) (20.7)
Tax® B {10.2) 2.2
Group adjusted attributable profit 821 38.2

1 IFRS 18 adjustments to EBITDA principally reflect the add back of operating loass rantal costs charged to the income statement before the adoption of IFRS 16,
IFRS 15 adjustments to operating profit reflect aperating lease rental costs lass depraciation charges on Right of Use Assets.

2 Intersst charge excluding notional nterest and IFRS 16 lease interest.

3 Proforma taxation at 19%.
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Notes to the consolidated financial statements continued

5 Business segments and geographical information

For management purposes, the Group was crganised into five operating divisions — First Bus, First Rall, First Student, First Transit and
Greyhound. First Student and First Transit were categorised as Discontinued Operations at 27 March 2021 and the sale of these completed
on 21 July 2021, Greyhound US and Mexico were categorised as Discontinued Operations at 25 Saptember 2021 and the sale of this
completed on 21 October 2021. The properties relating to the retained Greyhound US business were classified as hald for sale and treated
as discontinued up to their disposal in December 2022, Greyhound Canada was retained and was categorised as a Continuing Operation
however, trading operations have ceased. The divisions are managed separately in line with the differing services that they provide and the
geographical markets which they operate in. There is a clear distinction between each division and no judgerment is reguired to identify each
reportable segment.

The segment results for the 52 weeks ended 25 March 2023 are as follows:

Discontinued

Continuing Operations Operations
First First Group Intra-group Continuing Group

Bus Rail Greyhound iterms'  elimination Qperations Greyhound items’ Total

£m £m £m £m £m £m £m £m £m

Passenger revenue £660.0 2,713.8 - - - 3,373.8 - - 3,3738
Cantract revenue 149.9 - - - {40.7) 1092 - - 109.2
Rail contract subsidy receipts - 893.0 - - - 893.0 - - 893.0

Other revenues 92.6 286.4 - - - 379.0 4.0 - 383.0

Revenue - 202.5 3,883.2 - - (40.7) 4,755.0 4.0 - 4,759.0
EBITDA? 120.9 661.0 - (19.5) - 762.4 {6.6) - 755.8
Depreciation (68.6) {651.2) - (2.1) - (721.9) - - (721.9)
Software ameortisation {1.7) {6.3) - (0.6) - (8.6) - - {8.6)
Capital grant amortisation 78 1213 - - - 1294 - - ”1291
Siegpjgm results 58.4 1_24.8 - (22.2) - 161 .07 - (6.6) - 154.4

Other adjustments {(note 4) {7.0} - {1.5) 1.4 - (7.1) T (33.8) 30.8

Operating profit/({loss)® 514 1248 {1.5) {20.8) - 153.9 65.1 (33.8) 185.2

Investment income - 2.0 - 10.3 - 12.3 0.5 - 12.8
Finance costs 23 @e4 - (17.2) - (69.1) by - (69.3)

Profit before tax 48.9 77.4 (1.5} {27.7 - 97.1 65.4 (33.8) 128.7
Tax {33.4}

Profit after tax 95.3

Continuing Operations Discontinued Operations
First First Group Continuing First First Group

Bus Rail Greyhound items' Operations Student Transit Greyhound itemns’ Total

£m £fm £fm £m £m £m £m £m £m £fm

Capital additions 150.1 56.7 - 11 207.9 - - - - 2079

Capital additiors comprises of intangitle asset additions and acquisitions {note 12) and property plant and equipment acquisitions, additions
and transfers from right of use assets (note 13).
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5 Business segments and geographical information continued

Total Total Net assets/
assets liabilities (liabitities}

Dalance shest” £m £m £m
Greyhound retained 79.8 {101.6) (21.8)
First Bus 7755 {263.6) 511.9
First Rail 2,460.4 (1,002.1) 1,368.3
3,315.7 (1,457.3) 1,8584

Group iterms 251.5 (89.4) 162.1
Borrowings and cash 7914 {2,067.0) {1,275.6)
Taxation 47.0 {41.7) 5.3
Total 4,405.6 {3,655.4) 750.2
Creyhound (held for salc) 0.6 - 0.6
Total 4,406.2 {3,655.4) 750.8

1 Group ilerns comprise central management and other iterns,

2 EBITDA is adjusted operating profit less capital grant amortisation plus depreciation plus software amortisation,

3 Although the segment results are used by management to measure performance, statutory operating profit by operating division is alsc disclosed for completensss.

4 Segment assets and liabilities are determined by identifying the assets and labilties that relate to the business of each segment but excluding intercompany balances,
net debt and taxation.

The segment results for the 52 weexs ended 26 March 2022 are as follows:

Continuing Cperations Discontinued Operations
First First Group  Continuing First First Graup
Bus Rall  Greyhound items'  Operations Student  Transit  Greyhound iterns! Total
£m £m £m £m £m em €m £m £m £m
Passenger revenus 570.0 1,886.4 - 2,456.4 - - 150.4 - 2,606.8
Caontract revenue 80.6 - - - 80.6 450.3  203.2 - 7341
Charter/private hire - - - - 21.8 0.1 0.9 -- 228
Rail contract subsidy receipts - 1,662.1 - - 1,662.1 - - - . 1,862.1
Other revenues 139.3 2527 - 392.0 74 964 66.4 - 562.2
Revenue 789.9 3,801.2 - - 4,591.1 479.5 2997 217.7 -
EBITDA? 1044 5489 - (23.1) 731.2 88.2 15.6 27.1 -
Depreciation (B3.3) (669.5) - {2.6) {735.4) - - {11.0) - {746.4)
Saoftware amortisation {1.80 2.1 - 0.6) 4.3) - - 0.4 - 4.4
Capital grant amaortisation 5.7 1095 - - 115.2 - - 0.6 115.8
Segment results 45.2 B87.8 - (26.3) 106.7 882 156 16.3 - 2268
Other intangible asset amortisation
charges - - - - - — - 0.4) - {0.4)
Other adjustrnents {note 4) - 4.0 121 - 16.1 {14.8) 6.5) 28.7 556.2 579.7
Operating profit/{loss) 45.2 91.8 124 (26.3) 73.4 9.1 44.6 556.2 806.1
Investment income - 0.6 - 0.5 11 - 0.4 - 1.5
Finance costs 28 (3786 {1.1) {100.1} {141.6) (7.5) 0.7) 3.7) - {153.5)
Profit before tax 424 548 1.0 (125.9) {17.7) AR Q B.A 41.3 556.2 f54.1
Tax (12.1)
Profit after tax B842.0
Continuing Cperations Discontinuad Operations
First First Group  Continuing First First Group
Bus Rail  Greyhound items’  Operations Student  Transit  Greyhound items' Total
£m £m £m erm £m £m Em £rm £m £m

Capital additions 113.8 52.6 - 5.1 171.5 ar.v 12.2 371 - 308.5

Capital additions comprises of intangible asset additions and acquisitions (note 12) and property plant and equipment acquisitions, additions
and transfers from right of use assets (note 13).
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Notes to the consolidated financial statements continued

5 Business segments and geographical information continued

Total Total Net assets/

assets liabilities (liahilities)

Balance sheet? £m £m £m
Grayhound retained 170.7 137.0) 337
Frst Bus 806.0 (179.6) 626.4
First F«‘.aﬂm - ) _1.858.9 ) 11,062.6) N 597.3
2,636.6 (1,379.2) 1,257.4

Group items 370.4 {124.6) 2458

Borrowings and cash 7877 {1,406.7) 619.0)
Taxation B B - 392 - (38.3) i 0.8
Total 3,833.8 {2.948.8) 8851

1 Group items comprise central management and other items.

2 EBITDA is adjusted operating profit leas capital grant amortisation plus depreciation plus software amortisation.

3 Although the segment results arc used by management to measure performance, statutory operating profit by operating division is also disclosed for ¢
4

ompleteness,

Segment assets and liabilities are determined by ideritifying the asséts and liabilities that relate to the business of sach segment but excluding intercompany balances,

not debt and taxation.

Geographical information
The Group's operations are located predominantly in the United Kingdom, with the prior year also including United States of Am

arica and

Canada until the point of disposal of those businesses. The following table provides an analysis of the Group's revenue by geographical

market:

2023 2022
Revenue £m £m
United Kingdom o ) 7 - L _ 4,7550 4,591
Total continuing operations 4,755.0 4,691.1
United States of America  discontinued operations 4,0 908.2
Canada — discontinued aperations - 88.7
Total disEptinued operations ) ) ) 4.0 996.9
Total revenue 4,759.0 5.588.0

The following is an analysis of non-current assets excluding financial instruments, deferred tax and pensions, the carrying amou

nt of

segrment assets, and additions to property, plant and equipment and intangible assets, analysed ty the geographical area in which the

assets are located:

Nan-current assets excluding Additions 1o property,
financial instruments deferred plant and equipment and Carrying amount
tax and pensions intangible assets of segment total assets
2023 2022 2023 2022 2023 2022
£m £m £m £m £m £m
United Kingdom 2,557.6 0217 207.9 1715 4,278.8 3.613.2
United States of America — continuing operations - - - - - 1793
Canada — continuing operations - - - - 0.7 2.2
Unallocated corporate items - - - - 47.0 392
Total - continuing cperations o S 2,557.6 20217 207.9 1716 4,326.5 3,833.9
United States of America - discontinued operations 2.6 2z - 1286 79.7 -
Canada — discontinued operations - - — g.4 - _
Unallocated corporate items - - - _ - _
Total -- discontinued operations 26 22 - 1370 79.7 -
2,560.2 20239 2079 308.5 4,406.2 38339
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6 Operating profit
Cperating profit has been arrived at after charging/{crediting).

2023 2022

£m £m

Depreciation - Owned assets 171.4 157.1
Depreciation - right of use assets 550.5 5783
Operating commitments 516.2 483.3
Other intangible asset amortisation charges 8.6 43
Capital grant amortisation (120.1) (115.2)
Cost of inventories recognised as an expense 268.1 236.6
Employee costs {role 7) 1,517.9 1,469.4
Gain gn disposal of praperty, plant and ecpipment 0.7) {13.8)
Rail termination sums net of impairment reversal {note 4) - 4.0
Impairment charges 13.6 -
Reversal of impairment (4.3} -
Auditor's remuneration (see balow) 34 4.7
Rail franchise payments 34 246
Foreign exchange (0.4} (1.0)
Other operating costs' 1,6825 1,644.0
Operating costs - continuing operations 4,601.1 4,468.3
Operating (income)/costs — discontinued operations {27.3} 3138
Operating costs - continuing and discontinued operations 4,573.8 4,781.9

1 Other operating costs includes £32.6m (2022 £48,0m) received or recevable from Government bodies in respecl of bus service operator grants and fual duty
rebates.

2 Iisconanued operalions’ operating income in 2023 consists primarty of the Greyhound US property gains on disposal (£71.4m), partly offset by the First Transit
earnout charge (€33.8rm). See nate 4 for more details,

Amounts payable to PricewaterhouseCoopers LLP and its associates by the Company and its subsidiary undertakings for continuing and
discontinued operations in respect of audit and non-audit services are shown below:

2023 2022
£m €m
Fees payable to the Company’s auditor for the audit of the Company’s annual accounts 0.2 0.2
Fees payable t¢ the Company’s auditor and its associates for the audit of the
Company’s subsidiaries pursuant to legislation - ) 3.0 3.4
Total audit fees 3.2 36 B
Audit-related assurance services 0.1 0.5
Other non-audit services 0.1 06
Total non-audit fees 0.2 1.1

Fees payable to PricewaterhouseCoopers LLP and its associates for non-audit services to the Company are not required to be disclosed
because the consolidated financial statements are required to disclose such fees on a consolidated basis.

Details of the Group's policy on the use of auditors for non-audit services, the reasons why the auditor was usead rathaer than anather supplier
and how the auditor’s independence and objectivity were safeguarded are set out in the Corparate Governance report on page 104, No
services were provided pursuant to contingent fee arrangements.

Non-audit services principally reflect the review of the half vearly financial information and other regulatory reporting.
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Notes to the consolidated financial statements continued

7 Employee costs
The average monthly number of employees including discentinued operations (including Executive Directors) was:

2023 2022
Number Number
QOperational 26,708 49,162
Administration 3,275 4,161
29,983 53323

Less — discontinued cperations - e . - 22513
29,983 30,810

The aggregate remuneration including discontinued operations (including Executive Directors} comprised:

2023 2022
£m m
Wages and salaries 1,296.8 1,946.8
Employee retention credits! ~ (63.9)
Social security costs 137.1 186.6
Pension costs (hote 37) - ) ) L 864 90.7
1,520.3 2,154.2
Less — discontinued operations {2.4) {£84.8)
1,5617.9 1,469.4

1 £nil {2022 £61.1m) of these credits were in First Student, First Transit and Groyhound as part of the ceronavirus temporary relief measures through the GARBES Act in
the US and the Canada Emergency Wage Subsidy {CLWS) in Canada. In additian, £nil (2022, £8.8) relates to relief In First Bus from the Coronavirus Jaob Retention
Schame (CJRS).

Wages and salaries include a charge in respect of share-based payments of £6.4m (2022: £5.4m).

Disclosures on Directors’ remuneration, share options, long-term incentive schemes and pension entitiements required by the Companies
Act 2006 and those specified for audit by the Financial Conduct Authority (FCA) are contained in the tablas/notes within the Annual report on
remuneration on pages 118-133. Directors’ emoluments in aggregate were £5.1m (2022: £5.1m).
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8 Investment income and finance costs

2023 2022
£m £m

Investment income
Bank interest receivable {6.3) (1.5
Interest on pensions (6.5) -
Total investment income (including discontinued operations) (12.8} (1.8)
Finance costs
Bonds 13.5 222
Bank borrowings 35 141
Total make-whole costs (bonds and facilities) - 500
Write off of unamortised bridge, bond and facility costs - 8.6
CCFF funding - 07
Supplier financing - 15
Senior unsecured loan notes - 32
Finance charges payable in respect of lease liabilities 50.6 41.0
Finance charges payable in raspect of asset backed financial lliabilities 1.5 23
Interest on long-term provisions 0.2 4.9
Interest on pensions - 2.6
Interest — other - 2.4
Total finance costs (including discontinued operations) 693 153.5
Finance costs before adjustments 69.3 183.5
Investment income {12.8) 1.5
Net finance cost before adjustments 56.5 152.0
Spilit:
Adjusted net finance costs 56.5 93.4
Other adjustments (note 4) - 58.8

56.5 152.0

Finance costs are stated after charging fes expenses of £0.6m (2022: £4.2im). There was na interest capitalised into gualifying assets ir either
the 52 weeks ending 25 March 2023 or 26 March 2022

Investrent income of £0.5m (2022: £0.4m) and finance costs of £0.2m (2022: £11.9m) relate to discontinued operations (note 21).
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9 Tax on profit/{loss) on ordinary activities

2023 2022
£m £m

Current tax 1.1 29
Adjustments with respect to prior years 1.7 1.2
Tatal current tax charge (including discontinued operations) 28 41
Origination and reversal of temporary differences 40.9 5.2
Adjustment in respect of prior years {10.3) (10.7)
Adjustments attributable to changes in tax rates and laws {1.4} {1.4)
Writing down of previously recognised deferred tax assets 14 406
Write back of previously unrecognised deferred tax assets - (25.7)
Total deferred tax charge (note 26) 30.6 8.0
Total tax charge (including discontinued operations) 334 121
Tax charge attributable to:
Profit from continuing operations B 10:-‘} L 77(1 19)
Profit from discontinued operations 23.0 24.0

The adjustments with raspect to prior years includes the release of tax provisions.

UK corporation tax is calculated at 19% (2022; 199) of the estimated assessable profit for the year. Tax for other jurisdictions is calculated at
the rates prevailing in the respective jurisdictions, From 1 April 2023 the corporation tax rate will increase to 25% and deferred tax has besn

provided at 25% on temporary differences at the balance sheet date.

As the Group’s parent company is domiciled and listed in the UK, the Group uses the UK corporation tax rate to reconcile its effective tax

rate. The tax charge for the year can be reconciled to the UK corporation tax rate as follows:

2023 2023 2022 2022

£m Yo £m %

Profit/{loss) from continuing operations before income tax expense 97.1 n/a (17.7) n‘a
Profit frorm discontinued operations before income tax expense - 316 ,,,,",,{,a,, 67118 ) n/a
Profit from total operations 128.7 100.0 654.1 100.0
Tax at the UK corporation tax rate of 19% (2022: 19%) 24.5 19.0 124.3 19.0
Non deductible expenditure 7.6 5.9 B.7 1.3
Non taxable incorme - - (3.2 {0.5)
Capital expenditure super deduction (1.9) {1.5) (1.6) 0.2
Tax rates outside of the UK 6.7 5.2 (2.8) 0.4)
Unrecognised losses 1.2 1.0 (0.9) 0.1y
Non taxable income statement effects of the disposals of US businesses - - {104.3) {16.0)
Other adjustments in relation to prior years (8.6) {6.7} (9.5) (1.5)
Reversal of previously unrecognised deferred tax assets on Greyhound - - (11.8) (1.8)
Writing down of previously recognised deterred tax assets 1.4 1.1 40.6 6.2
Wite back of previcusly unrecognised deferred tax assets - - (25.7) 3.9
Increased deferred tax rates on current year temporary differences 3.9 3.1 {0.5) 0.1
Adjustrments attributable to changes in tax rates and laws - {1.4) {1.1) {1.4) 0.2)
Tax charge and effective tax rate for the year 33.4 26.0 1241 1.8

Future years' tax charges would be impacted if the final liability for currently open years is different from the amount currently provided for.
The future tax charge may also be affected by the levels and mix of profits in the countries in which we operate including differing foreign
exchange rates that apply to those profits. Changes to the prevailing tax rates and tax rules in any of the countries in which we operate may
also impact future tax charges. From 1 April 2023 the UK corporation tax rate will increase from 19% to 25%.

In addition to the amount charged/credited) to the income statement, deferred tax relating to actuarial losses an defined benefit pension
schemas £{37.2)m (2022: £{22.1)m) and cash flow hadges £1.3m (2022: £10.8m) have been charged/credited) to comprehansive income
together with a further £(7.8jm (2022: £(5.0)m) on cash flow hedges and £(0.9)m (2022 £nil) on share-based payments taken directly to

equity. These amount to a total charge/{credit) of £{44.68)m (2022: £27.9m) recognised in other comprehensive income and equity.
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10 Earnings per share (EPS)

EPS is calculated by dividing the profit attributable to equity shareholders of £87.1m (2022: profit £636.4m) by the weighted average number
of ordinary shares of 739.6m {2022: 1,057.5m). The number of ordinary shares used for the basic and diluted calculations ars shown in the
table below.

The difference in the number of shares between the basic calculation and the diluted calculation represents the weighted average number of
potentially difutive crdinary share options.

2023 2002

Number Number

m m

Weighted average number of shares used in basic calculation 7395 1,0575
Executive share options 240 35.6
Weighted average number of shares used in the diluted calculation 763.5 1,093.1

The adjusted EPS is intended to highlight the recurring operating results of the Group before amortisation charges and certain other
adjustments as set out in note 4. A reconailiation is sat out below:

2023 2002
EPS FPS
£m {pence) £m {penca}
Basic proft/EPS 87.1 11.8 B536.4 80.2
Amorisation charges (note 4) - - 0.4 -
QOther adjustments (note 4) {30.8} {4.2) G579.7) {54.7)
Non-controlling interest on SWR 34 0.4 - -
Adusting finance costs (note 4) - - 58.6 5.5
Tax effect of above adjustrnents 12.7 1.7 21.8) 2.1)
Adjustments aftributable to changes in tax rates and laws (1.4) (0.2} {1.4) Q.1
Write down of previously recognised deferred tax assets 14 02 40,8 3.8
Write back of previously unrecognised deferred tax assets - - 257) {2.4)
Adjusted profit and EPS attributable to the ordinary equity holders of the Company ] 72.1 9.7 1074 10.2
Adjusted (lossyprofit/EPS frormﬂmdisconlinued operations ~ (6.6) (0.9} 909 _ 8.6
Adjusted profit/EPS from continuing operations 78.7 10.6 16.5 16
2023 2022
pence pence

Diluted EPS o S N4 802
Adjusted diluted EPS 94 9.8
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Notes to the consolidated financial statements continued

10 Earnings per share (EPS) continued
The adjusted EPS on a continuing basis is set out below:

2023 2022
EPS £PS
£m {pence} £m (pence)
Basic profit/{lossyEPS 78.5 10.6 (11.4) 1.1
Other adjustments {note 4) 71 1.0 (16.1) 1.4
NCIl on SWR 34 0.4 - -
Adjusting finance costs {(note 4) - - 58.6 5.5
Tax effect of above adjustments {10.0) {1.4} {7.1) 0.7
Adjustments attributable to changes in tax rates and laws {14) {0.2} .4 0.1}
Write back of previously unrecognised deferred tax assets 1.4 0.2 6.1) 0.5)
Adjusted profit/{loss)/EPS from continuing operations 78.7 106 16.5 1.6
2023 2002
pence pence
Diluted EPS o _ S 10.3 (1.9)
Adjusted diiuted EPS 10.3 1.5
11 Goodwill
2023
£m
Cost
At 27 March 2022 93.5
Addtions’ _ - A
At25March 2023 S o L 99.6
Accumulated impairment losses
At 27 March 2022 -
At 25 March2023 i -
Carrying amount
At 25 March 2023 99.6
At 26 March 2022 93.5

1 Additions of £4.3m relate ta goodwil on the acquisition of Ensign Bus Company Ltd and £1.8m relates to goodwill on the acquisition of Arperter Ltd.
Goodwill in the above table primarily relates to First Bus.

Impairment testing
At the year end, the carrying value of goodwill was reviewed for impairmeant in accordance with IAS 36 Impairment of Assets.

In carrying out this review, climate-related impacts were considered, in line with the TCFD disclosures. This work assessed FirstGroup's
potential exposure to climate-related transition and physical risks, across different climate scenarios, over the short, medium and long term,
and estimated cumulative Enterprise Value at Risk cver the period FY 2024 to FY 2028.

Transition risks included potential impacts from increased carbon prices and route constraints due to new zero-emission zones, as well
as technology costs from an accelerated shift to a zero-emission fleet and the impairment of carbon-intensive vehicles. Physical risks
concentrated mainly on flooding as the most material impact. Key findings are outlined on pages 63-64 of this report and focus on dirsct
risks to FirstGroup, recognising that under the current National Rail Contracts some of the wider risks and opportunities would be shared
with/transferred to third parties.

For impairment calculations, the 2.5°C (‘Stated Pclicy') scenario modelled by Marsh was used, which identified technology risks as ‘medium
impact’ and flooding risks as ‘low impact’ over the next five years.
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11 Goodwill continued

Full detalled impairment testing has been performed on a value in use basis on First Bus. The value of the Franchised TOC asset base is
protecied by the passthrough and termination arrangements of the respective EMA/ERMAs or NRCs, such that no impairment is expected
10 arise on these assets.

The Group prepares cash flow forecasts derived from the Board approved plan for 2023/24 to 2025/26 which takes account of both past
performance and expectations for futlire developments. Cash flows beyond the plan pericd are extrapolated using estimated long-term
growth rates which do not exceed the long-term average growth rate for the market. Cash flows are discounted using a pre-tax discount rate
derived from a market participant’s weighted average cost of capital, benchmarked to externally available data.

Impairment testing - First Bus
First Bus value in use has been assessed based on the projected cash flows for 2023/24 1o 2025/26 from the Board-approved forecasts,
These have been extrapolated to perpetuity cash flows and discounted to a net present value based on the followina assumptions.

First Bus has £496m of positive headroom at 25 March 2023 (268 March 2022 £628m) based on a 10.0% discount rate (2022: 8.3%) and
11.2% terminal margin (2022: 10.6%), which reflects the impact of expected future passenger volumes and vields, as well as planned resizing
of the network.

Break-gven would arise at:
15.5% discount rate fwith a 11.2% terminal margin),
4.9% terminal margin (applying the cap to just the final year/terminal value} using a 10.0% discount rate, or

6.4% terminal margin throughout the forecast period and terminal margin (@pplying the cap in all years at 6.4%, not just in the terminal years)
using a 10.0% discount rate.

As the break-even points lie cutside management’s range of reasonable expectation, no impairment of First Bus is proposed.
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12 Other intangible assets

Greyhound
brand and
trade name Software Total
£m £m £m

Cost
Cost
At 27 March 2021 68.4 60.1 128.5
Acquisitions [note 31) - 0.2 02
Additions - 9.7 9.7
Transfers to held for sale - discontinued operations {57.7) (39.4) 97.1)
Disposals {14.0) 0.3 (14.3}
Foreign exchange movements 33 1.7 50
At 26 March 2022 320 32.0
AL 27 March 2022 - 320 32.0
Additions - 4.2 4.2
Transfers from property, plant and equipment - 3.6 36
At 25 March 2023 - 39.8 39.8
Accumulated amortisation and impairment
At 2/ March 2021 £0.8 51.5 1123
Charge for year 0.3 8.1 6.4
Impairrent’ 1.6 - 1.6
Impairment reversal’ 3.4) 0.8) (4.2
Transfers to held for sale — discontinued operations 148.2) (38.7) (86.9)
Disposals

ALP6 March 2022

777777 - 196 18.6
At 27 March 2022 19.6 16.6
Charge for year - 8.6 8.6
Trar)gfers from property, plant and equiprment - 0.8 08
At 25 March 2023 - 29.0 200
Carrying amount
At 25 March 2023 B - 10.8 108
At 26 March 2022 12.4 12.4

1 Impairment relates to the closure of the Greyhound business in Canada.
? Theimpairment reversal of £4.2m relates to Greyhound prior to disposal.
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Passenger Gther
Land and carrying plant and
buildings vehicle flest equipment Total
£m em £m £m
Cost
At 28 March 2021 2754 1.026.9 6326 1,936.9
Additions 3.7 92.6 51.7 148.0
Transfers from right of use assets - 508 - 50.8
Disposals (5.4) (42.2) 6.8) H4.4)
Reclassified as assets held for sale (47.6) {10.3) - {57.9)
Transfers 10.3 - 16.8 271
Transferred to held for sale — discontinued operations (36.7) (326.9) {36.6) {(400.2)
Foreign exchange movements 39 B2 3.1 152
At 26 March 2022 203.6 7881 562.8 1,665.5
At 27 March 2022 2036 799.1 5662.8 1,665.5
Acquisitions® 20.2 7.6 0.5 283
Additions 16.1 801 79.2 1754
Disposals (8.2) (134.0) (23.8) (186.0)
Reclassified as assets held for sale (18.4) - (2.7 {21.1)
Transfers o 0.2 0.7 4.4 ] (3.9)
At 25 March 2023 2131 753.5 7116 1,678.2
Accumulated depreciation and impairment
At 28 March 2021 g 7202 389.9 1,187.6
Charge for year 6.0 442 106.6 156.8
Transfers from right of use assets - 6.3 - 6.3
Dispogals (2.5) (42.5) (4.0 {49.0)
Impairment’ 7.3 34.8) (2.6) (30.1)
Reclassified as assets held for sale 9.5) (10.3) - (19.8)
Transfers 2.8 - 18.5 1a.1
Transferred to held for sale - discontinued operations 5.8 {209.6) (60.3) {275.7)
Foreign exchange movements 1.3 10.7 1.9 139
At 26 March 2022 78.9 4842 448.0 1,009.1
At 27 March 2022 6.9 484.2 4480 1,0091
Charge for year 3.6 48.3 119.5 171.4
Disposals 2.4) {104.1) (22.9) {129.4)
Impairment’ 4.3) 4.5 2.0 2.2
Reclassified as assets held for sale 11.3) - (1.6) (12.9)
Transfers 2.0) — 1.1 {0.9)
At 25 March 2023 60.5 432.9 5461 1,039.5
Carrying amount
At 25 March 2023 152.6 320.6 165.5 638.7
Al 26 March 2022 126.7 314.9 214.8 656.4
1 The imparment reversal of £4.3m relates to Southampton praparties, which wera subsaquently transferred to assets held for sale (2022 impairment reversal
of £37.4m relating to Greyhound). The impairment charge of £6.5m primarily relates to the write down of passenger carrying vehicles as a result of fleet resizing
{2022: £7.3m ralating to retained Greyhound properties, which were subseguently transferred to assets held for sala).
2 Acquisitions of £28.3m relate to continuing operations (see nate 31).
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13 Property, plant and equipment continued

At amount of £0.8m (2022; £0.8mj in respect of assets under construction is included in the carrying amount of land and buildings, plant
and esquipment.

At 25 March 2023/31 March 2023 the Group had entered into contractual capital commitments amounting to £125.0m (2022: £32.2m),
principally representing purchase of PCVs, electrical infrastructure and TOC commitments.

Right of use assets

Passenger Other
Rolling Land and carrying plant and
stock buildings  vehicle flest equipment Total
£m £m £m £m £m

Cost
At 28 March 2021 2,587.5 157 145.0 6.9 2,8651
Additions 93.1 3.2 9.4 1.0 106.7
Transfer to owned assets - - {50.8) - (50.8)
Disposals {105.0) 3.7) (1.9) - 1110.8)
Transferred to held for sale — discontinued operations : 162.2) {42.2) 0.4 {104.8)
Toreign exchange movernents : 2R R - 38
At 26 March 2027 2.585.6 56.9 60.2 7.5 2,709.2
At 27 March 2022 2,585.8 55.8 60.2 75 2,709.2
Additions 1,200.2 16.2 1.3 1.3 1,218.0
Disposals {4.1) (0.9) 9.8) 0.3 (19.1)
Foreign exchange movements - 0.2 - o 9277
At 25 March 2023 3,781.7 71.4 51.7 8.5 3,913.3
Accumulated depreciation and impairment
At 28 March 2021 1,089.6 61.4 45.8 3.9 1,170.7
Transfer to owned assets' - - 6.3) - {6.3)
Charge for period 553.2 10.9 17.0 1.6 5827
Impairment? - (10.4) (3.4) - (13.8)
Disposals 3.14) 1.8) (1.0 - (5.7
Transferred to held for sale — discontinued operations : (39.9) {17.3) .4 (57.6)
Foreign exchangs movements - 2.1 0.8 - 29
At 26 March 2022 1,609.7 225 358 51 1,672.9
At 27 March 2022 1,609.7 225 35.6 5.1 1,672.9
Charge for period 528.7 8.5 1.8 1.5 550.5
Lease impairment? 7A - - - 7.1
Disposals 0.8 {0.3) {7.1) 0.2) 8.4
Foreign exchange movements - 0.2 - - 0.2
At 25 March 2023 21447 309 40.3 6.4 22223
Carrying amount
At 25 March 2023 1,637.0 40,5 L L 1,691.0
At 26 March 2022 975.8 33.4 24.6 2.4 1.036.3

1 Transfers to owned assets represents lease buyouts.
2 Theimgairment of £7.1m relates to GWR {2022 reversal of £13.8m relating to Grayhound).

The discounted lease liability relating to the right of use assets included above is shawn in note 23.
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13 Property, plant and equipment continued
Passenger Other
Larid and carrying plant and
Rolling stock buildings  vehicle fleet sguipment lotal
Owned assets and right of use asssts £m £m £m £m £m
Carrying amount
At 25 March 2023 1,637.0 19341 332.0 N EST.G B 2,3297
At 26 March 2022 9v59 160.1 3395 2172 1,692.7
The maturity analysis of lease liabilities is presented in note 23.
2023 2022
Amounts recognised in income statemeant (including discontinued operations) £m £m
Depreciation expense on right of use assets 550.5 5827
Interest expense on lease liabilities 50.6 41.0
Impairment charge 71 -
Expense relating to short-term leasesg 20 -
Expense relating to leases of low value assets ) 21— 3.4
6123 8271
14 Investments
2023 2022
£m em
Other investments 2.5 22
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15 Subsidiaries and non-controlling interests
A list of the significant investments in subsidiaries, including the name, country of incorporation and proportion of ownership interest is given
below,

A full list of subsidiaries, joint ventures and assaciates is disclosed in note 40.

The non-controlling interests of the Group are First Trenitalia West Goast Limited (70% ownership and voting rights), First MTR South
Westerri Trains Limited (70% ownership and voting rights) and Leicester CityBus Limited {84% ownership and voting rights). The registered
acddressas are disclosed in note 40. The non-controling interest share of profit for the financial year is a profit of £2 5m which relates to First
Trenitalia West Coast Limited and £5.7m which relates to MTR South Western Trains Limited.

UK and IreJand local bus and coach operators Rail companies

Ensign Bus Company Limited First Greater Western Limited

First Aberdeen Limited' First TransPennine Express Limited

First Beeline Buses Limited Hult Trains Compary Limited

First Cymru Buses Limited First Trenitalia West Coast Limited (70%)

First Castern Counties Buses Limited First MTR South Western Trains Limited {70%;)
First Essex Buses Lirmnited East Coast Traing Limited

First Glasgow (No. 1) Limited!

First Glasgow {No. 2) Limited’

First Hampshire and Dorset Lirnited

First Manchester Limited

First Midland Red Buses Limited

First Pctteries Limited

First South West Limited

First South Yorkshire Limited .
First West of England Limited i
First West Yorkshire Limited

First York Limited

Last Passgive Limited”

Leicester CityBus Limited {94%) ;
Somerset Passenger Solutions Limited

All subsidiary undertakings are wholly owned by FirstGroup plc at the end of the year except where percentage of ownership is shown above. All these companies above
arg incorporated 1IN United Kingdom and ragistered in England and Wales except thase:

1. Registered in Scotland.
2. Incorperated in the Republic of Ireland.

All shares held in subsidiary undertakings are ordinary shares, with the exception of Leicester CityBus Limited where the Group owns 100%
of its redeemable cumulative preference shargs, as well as 94% of its ordinary shares,

All of these subsidiary undertakings are owned via intermediate holding companies,

16 Inventories

2023 2022
£m £m
Spare parts and consumables from continuing operations 26.0 2839

in the opinion of the Directors there is no matenal difference between the balance sheet value of inventaries and their replacement cost.
There was no material write-down of inventories during the current or prior year,
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17 Trade and other receivables

2023 2022
Amounts dug within ohe yeat (o distun il iued upe dliuns) fm fm
Contingent considaration receivable 723 -
Amounts due after more than one year {from discontinued operations)
Contingent consideraticn receivable - 108.1

2022

2023 restated
Amounts due within one year (from continuing operations) £Em £m
Trade receivables 386.1 2062
Loss allowance {49.0} (15.2)
Trade receivables net 3371 2000
Other receivables 2103 194.7
Amounts recoverable on contracts 225 225
Prepayments 90.8 69.4
Accrued income 187.6 1157

848.3 B882.3

2023 2022
Movement in accrued income: £m £m
Halance as at 26 March 2022/27 March 2021 116.7 199.2
Additions 1194 560.4
Accrued income invoiced during the year (47.5) {652.9)
Foreign exchangs movements - s
Balance as at 25 March 2023/26 March 2022 187.6 1187

1. The prior year comparatives for trade receivables, amounts recoverable on contracts and accrued income have been amended for a more
accurate presentation of comparative data.

The loas allowance relates solely to credit ioss allowances arising from contracts with customers.

Other receivables includes £67.1m (2022: £35.9m) of VAT receivables, £8.6m {2022: £4.3m) of receivables from government bodies for fuel
duty rebates, and £73.3m (2022: £88.6m) of insurance recoveries.

Amounts recoverable on contracts relates to amounts due from governmental and similar bodies for agreed contractual changes.

Accrued incame principally comprises amounts relating to contracts with customers billed each month, Any amount préeviously recognised
as accrued income is reclassified 1o trade receivables at the point at which Is it invoiced o the customer.

Credit risk
Credit risk is the risk that financial loss arises from failure by a custcmer or countarparty to mest its abligations under a contract.

Credit risk exists in relation to the Group’s financial assets, which comprise trade receivables, amounts recoverable en contracts and
accrued incoma of £596.2m (2022: £433.1m), cash and cash equivalents of £791.4m (2022: £787.7m) and derivative financial instruments of
£7.5m (2022: £30.4m).

The Group's maxiraum exposure ta credit risk for all financial assets at the balance shest date was £1,395.1m (2022: £1,261.2m). The
exposure is spread over a large number of unconnected counterparties and the maximum single concentration with any one counterparty
was £286.0m (2022; £246.0m) at the balance shest date.

The Group’s credit risk is primarily attributable fo its trade receivables, amounts recoverable on contracts and accrued income. The amounts
presented in the balance sheet are net of credit loss allowances, estimated by the Group's management based on prior experience and their
assessment of the current econamic environment. The credit loss allowance at the balance sheet date was £48.0m (2022: £15.2m).

Most trade receivables, amounts recoverable on contracts and accrued income are with public or gquasi public bodies, principally the DFT,
Network Rail and local authorities in the UK and schoal bus boards and city municipal authorities in North America. The Group does not
consider any of these counterparties to be a significant risk. Each division within the Group has a policy governing credit risk managerment
on receivables,

The counterparties for bank balances and derivative financial instruments are mainly represented by lending banks and large banks with a
minimum of ‘A" credit ratings assigned by international credit rating agencies. These counterparties are subject to approval by the Board
Group treasury policy limits the maximum deposit with any one counterparty to £150.0m and limits the maximum term to three months.
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17 Trade and other receivables continued

Impairment of trade receivables amounts recoverable on contracts and accrued income

Tha Group applies the IFRS 9 simpiified approach to measuring expected cradit lassas far all trade recelvables, amounts recoverable on
contracts and accrued income at each reporting date.

Provision matrices are used to measure expected losses. The provision rates are based on days past due for groupings of various customer
segments with similar loss patterns, such as geographical region, service type, and customer type and rating. The calculation reflects the
probabiiity-weighted outcome and reasonable and supportable information that is available at the reporting date about past events, current
conditions and forecasts of future economic conditions.

Trade receivables, amounts recoverable on contracts and accrued income are written off when there is no reasonable expectation of
rECOVETY.

Impairment losses on trade receivables are presented as nét impairment losses within operating profit. Subseguent recoveries of amounts
previousty written off are credited against the same line item.

The majority of the Group's customers are governmental or similar bodies and hence there is not considered to be any issues with the
recoverabiiity of these receivabies. Further there has not been any significant issues with the recoverabiliity of non-governmenial receivanies,
In 2023, the credit loss allowance increased as a result of amounts transferred from liquidated darnages.

The gross carrying amount of trade receivables, amounts recoverable on contracts and accrued income for which the loss allowance is
measured at an amount equal to the lifetime expected credit losses under the simplified method, is analysed below:

Days past due: 2023

Carrying Less than Over

amount Current 30days 30-90cdays 90-180days 180 days

£m £m £m £m £m £

Expected credit 10ss rate 8.2% 0.7% 6.6% 42.7% 88.7% 60.2%
Gross carrying amount of trade receivables, amounts

recoverable on contracts and accrued income 5962 494.2 29.0 24.1 142 34.7

Loss allowance {from continuing operations) 49,0 33 1.9 10.3 12.6 20.9

Days past due: 2022

Carrying Loss than Over

amaount Current 30 days 30 80 days 90-180 days 180 days

£m £m £m £m om £m

Expected credit loss rate 3.5% - 14.3% 1.4% 3.0% 63.9%

Gross carrying amount of trade receivables, armounts
recoverable on confracts and accrued inco

Tecov : ) ) . ) 328% ) 3/.Q 224 32.8 13.3
Loss allowance (from continuing operations) 15.2 0.1 5.3 0.3 1.0 8.5

The table above is an aggregation of different provision matrices for each of the customer segment groupings, as outlined above. The
expected loss rate for each ageing category is the weighted average loss rate across these groupings. The ‘current” category consist
primarily of receivables from groupings for which, based on historical losses and both the current and forecast economic conditions, the
expected credit fosses are nedligible, resulting in the appfication of a closea to 0% loss rate.

2023 2022
Movernent in the loss allowance for trade receivables £m £m
At 26 March 2022/27 March 2021 15.2 7.3
Amounts written off during the ysar {3.2) 0.7)
Increase in allowance recognised in the income statement 1.2 8.0
Amounts recovered during the year 8.2) ©.4)
Amounts starred from liquidated damages 44.0 -
At 25 March 2023/26 March 2022 49.0 15.2

The Directors consider that the carrying amount of trade and other receivables approximates to their fair value.
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18 Assets held for sale

22Ul Ul
£m £m
Asgsets held for sale 8.9 38.5

Assets held for sale relate primarily to properties in First Bus {2022 properties in Greyhound discontinuing business).

Movernant in assets held for sale
At 26 March 2022

Net book value of additions
Net book value of disposals
Foreign exchange movements

At 25 March 2023

19 Trade and other payables

2023 2022
Amounts falling due within ane year {from continuing operations) £m £m
Trade payables 3388 2533
Other payables 2108 185.9
Accruals 621.6 703.2
Deferred incorne 125.5 109.8
Season ticket deferred income ] 17.7 12.8

1,314.4 1,245.1

2023 2022
Maovement in deferred income £m £m
Balance as at 26 March 2022/27 March 2021 109.8 112.8
Additions 1315 286.6
Recognised as revenue during the period (115.8) (295.9)
Transferred to held for sale — discontinued cperations N - 3.7
Balance as at 256 March 2023/26 March 2022 125.5 108.8

Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. Deferred income and
season ticket defarred income principally comprises amounts relating to contracts with customers.

Cther payables includes £15.2m {2022: £12.1m) for the purchase of property, plant and equipment where increased payment terms have
been agreed with the supplier due to the nature of the payable. Other payables also include deterred capital grants from government cr ather
puble bodies of £116.1m {2022: £101.0m).

The average cradit period taken for trade purchases is 36 days (2022: 30 days). The Group has controls in place to ensure that all payments
are paid within the appropriate credit timeframe. The Directors consider that the carrying amount of trade and other payables approximates
to their fair value.
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20 Cash and cash equivalents

2023 2022
£m £m
Cash and cash equivalents from continuing operations 791.4 787.7

The fair value of cash and cash equivalents approximates to the carrying value. Cash and cash eqguivalents includes ring-fenced cash
of £369.6m (2022; £468.1m). Ring-fenced cash is cash held in the Group which has restrictions around its use or distribution. The
most significant ring-fenced cash balances are held by the Group's First Rail subsidiaries. All non-distributable cash in franchised Rail

subsidiaries is considered ring-fenced under the terms of either the National Rail Contract, Emergency Measures Agreement or Emergency
Recavery Measures Agreement. Ring-fenced cash balances of £5.4m {2022: £27.8m) are held outside the First Rail subsidiaries. Thease

other ring-fenced cash balances include three elements: (1) loss escrow funds of Cnil (2022; £3.8m) maintained by various third-party

administrators, the purpose of which is to provide a source of funds for use by the administrators for payment of the self-insurance liability
for losses and loss adjustrent expenses in accordance with agreements between the administrators and the Business, (2} balances of

£1.3m {2022: £8.4m) witnin former First Transit subsidiaries which were retained by the Group following the sale of Firat Transit, where

those subsidiaries act as a disbursement agent on the behalf of their custorners and the cash is only allowed to be used to settle customer

liabilities, and (3) funds of £4 1m (2022: £15.6m) withheld from the de-risking insurer as permitied under the de-risking agreement.

21 Discontinued operations
First Student and First Transit

The sale of Frst Student and First Transit was approved by a shareholder majority on 27 May 2021 and was reported as a discontinued
operation in the financial staterments for the 52 weeks ended 26 March 2022 for the penod to the sale completion on 21 July 2021, Financial

information relating to the discontinued operation for the period to the date of the disposal is set out below in (a).

Greyhound
The disposal of Greyhound Lines, Inc to a wholly owned subsidiary of FlixMobility Gmbt was anncunced and completed on

21 October 2021, Greyhound LS was thereforg reported as a discontinued operation for the period to the sale complsation in the financial
statements for the 52 weeks to 26 March 2022. The properties relating to the Greyhound US business were classified as held for sale at

26 March 2022, and in 2023 were treated as discontinued for the periad to their disposal in December 2022.

(@) Financial performance and cash flow information

The financial performance and cash flow information presented are for the 52 weeks ending 25 March 2023, and the prior year information
includes the results of First Student and First Transit to the period before disposal on 21 July 2021, and the results of Greyhound US to the

period before disposal on 21 October 2021.

2023 2022
Discontinued operations £m £m
Revenue 4.0 996.9
Operating income/(costs) 27.3 (313.6)
Operating profit 31.3 683.3
Investment incomes 0.5 0.4
Finance costs B (0.2) ] {11.9)
Profit before tax 31.6 671.8
Tax 23.0) {24.0)
Profit for the year after tax 8.6 B47.8
Attributable to:
Equity holders of the parent 8.6 647.8
Non-controlling interests - -
8.6 £547.8
2023 2022
EPS pence pence
Basic EPS 1.2 61.3
Diluted EPS 1.1 61.3

180 FirstGroup Annual Report and Accounts 2023



Introduction Strategic report Governance report Financial statements

21 Discontinued operations continued

2023 2022
Cash flow Lm i
Net cash (outflow)inflow from operating activities (139.7) 233.4
Nel cash inflow/outflow) from investing activities 126.9 286.8)
Net c__ash outflow from financing activities S o - o 20.3)
Net decrease in cash generated (12.8) {73.5)
Other comprehensive income/loss
2023 2022
£m £m
Actuarial gains on defined benefit pension schemes 0.2 121
Hedging instrurment movements 049 27
Deferred tax on hedging instrument movements - 0.7
Exchange differences on translation of discontinued operations - o 6.87 (5.6)77
Total 6.6 2.5
(b) Details of the sale of First Student and First Transit
2023 2022
£m e
Cansfderation received or receivabie:
Cash - 23773
Direct transaction costs/fees - 64.0)
Fair valus of contingent consideration N - 101.8
Total net disposal consideration - 2,425.1
Carrying amount of net assets scld . o - {2,374.6)
Gain on sale before tax and reclassification of foreign currency translation reserve - 50.5
Reclassification of foreign currency translation reserve - - . = 450.8
Gain on sale of the division before tax - 5011
Tax on gain i R - -
Gain on sale of the divisions after tax - 501.1

As part of the disposal of First Transit, FirstGroup were entitied to an eamout consideration of up to $290m (c. £220m). The earnout was for
a period of three years from 21 July 2021 and caiculated as a percentage of the Realised Equity Value.
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21 Discontinued operations continuad

On 26 October 2022, EQT Infrastructure announced its agresment to sell First Transit to Transdev North America, Inc. As a result of this
agreement, the Group estimatas the earnout consideration to be around $88.5m (£72.3m) at 25 March 2023. This gives rise 1o a nen-cash
adjusting charge of £{33.8)m relative to the carrying value of the sarnout of £106.1m at 26 March 2022.

{c) Details of the sale of Greyhound

2023 2022
£m £m
Consideration received or receivabie:
Cash - 101.4
Direct transaction costs/fees - (17.0)
__Fairvalue of contingent consideration ] L ) o o - B3
Total net disposal consideration ~ 107.7
Carrying amount of net assets sold - ©1.5)
Gain on sale before tax and reclassification of foreign currency translation reserve - 16.2
Reclassffication of foreign currency translation reserve B o i - 92.8
Gain on sale of the division before tax - 109.0
Tax on gain , - . =
Gain on sale of the division after tax - 109.0

In December 2022, the Group completed the sale of the majority of its remaining Greyhound US properties for net proceeds of £122m, and
therefore recognised an adjusting, discontinued gain of £71.4m in the year.
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2022 2020
£m £m
On demand or within one year
Lease liabilites (note 23)22 447.4 573.4
Asset backed financial liabilities (hote 23} 173 9.0
Bank overdraft 829 87.5
Loan notes (note 24) 0.6 -
Bond 8.875% (repayable 2024y B 6.5 7 71
Total current liabilities 554.7 877.0
Within one to two years
|_ease liabilities (note 2322 381.6 i67.8
Asset backed nnancial liabilities (note 23)3 59 15.7
Loan notes (note 24) - 0.6
Bond 8.875% (repayable 2024) B . 184.2 -
571.7 184.1
Within twoe to five years
Lease liabilities (note 23p2 825.9 294.4
Asset backed financial liakilities (note 23 121 10.5
Bond 6.875% (repayable 2024) ~ ) - 199.8
838.0 5048
Qver five years
Lease liabilities note 23)22 93.7 47.6
Asset backed financial liabilities {(note 23p ] . B.9 0.3
- 1026 47.9
Total non-current liabilities at amortised cost 1,512.3 736.8
1 Includes accrued interast only.
2 Theright of use assets relating to lease liabilities are shown in note 13.
3 Thematurity analysis of lease liabilities and asset backed financial iabilities is presentad in note 23.
Fair value of bonds issued
2023 2022
Par valug Interest Fair value Fair value
i payable Manth £m £m
Bond 6.875% (repayable 2024) 184.3 Annually  September 1922 2258

The fair value of the bond is inclusive of accrued interest. The fair value is calculated by discounting the future cash flow that will arise under

the contracts.

Effective interest rates

The effective interest rates at the balance shest dates were as follows:

2023 Maturity 2022 Maturity

Bank overdraft LIBOR + 1% - LIBOR + 1% -

Svnricatent Inan farilities LIBON + 0.73% August A6 1BOR + 0.07% August 2025

Bond 2024 6.93% September 2024 6.93% September 2024
Average fixed Average fixed

HP contracts and finance leases rate of 3.3% Various rate of 3.1% Various

Loan notes LIBOR + 0.5% March 2024 LIBOR + 0.5% March 2024

2023 2022

£m £m

Pounds Sterling 2,066.9 1,413.0

Euro - 0.1

Canadian Dollar 04 0.7

2,067.0 1,413.8
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22 Borrowings continued

Borrowing facilities
The Group had £300.0m {2022 £300.0m) of undrawn committed borrowing facilities as at year end. Total bank borrowing facilities at year
end stood at £816.5m (P022: £316.1m) of which £300.0m (2022: £300.0m) was committed and £16.6m (2022: £16.1m) was uncommitted.

Capital management
The Group aims to maintain an investment grade credit rating and appropriate balance sheet liquidity headroom. The Group has a net debt
to EBITDA ratio of 1.7 times as at March 2023 for the continuing Group (2022: (.8 tirmes].

Liquidity within the Group has remained strong. At year end there was £638.9m (2022: £632.1m) of committed headroom and free cash.
The Group's Treasury policy requires a minimum of £250m of committed headroom at the year end and half year for the budget year, and
£200m for year two of the three-yvear plan. The Group’s net debt, excluding accrued bond interest, at 26 March 2023, was £1,268.1m
(2022: £619.0m) as set out in the Financial review on page 32.

The Group’s primary objectives of capital management is to snsure that the Group is able to continue as a gaing concern, to maintain an
optimal capital structure and adequate liguidity headroom to deliver on shareholder and stakeholder expectations. The Group’s capital
structure consists of equity and net debt. The Group actively manages its capital structure and will adjust it when appropriate should
economic conditions change. The Croup's debt is monitored on the basis of a gearing ratio, bsing net debt divided by EBITDA, further
detalls of which are provided in the Chief Financial Officer’s review.

23 Lease liabilities and asset backed financial liabilities

The Group had the following lease liabilities and asset backed financial liabilities at the balance sheet dates, excluding liabilities relating to the
discontinued operations:

Asset backed

1 sase liabilitias financia! llabilitics

2023 2022 2023 2027

Maturity analysis £m em £m £m
Due in less than one year 5031 503.0 17.9 93
Due in more than ane year but not maore than two years 4215 179.4 6.3 16.6
Due in more than twao years but not more than five years 878.8 304.4 13.7 1.9
Due in more thalj five years - i o 105.0 o 59.8 108 0.5
1,908.4 1,136.6 48.8 38.3

Less future financing charges (159.8) (53.4) {4.6) {2.8)
1,748.6 1,083.2 44.2 35.5

Lease liahllities have a fair value of £1,748.6m and asset backed financial liabilities have a falr valus of £43.3m (2022: lease liabilities
£1,083.2m, asseat backed financial iabilities £386.4m).

The total cash outflow for the lease liapilities and asset backed financial liabilities recorded on the balance sheet amountad to £546,.9m and
£10.6m respectively {2022: £600.4m and £9.4m).

he right of use assels related 1o the lease liabilities is presentad in note 13

24 Loan notes
The Group had the following loan notes issued as at the balance shest dates relating to continuing operations:

2023 2022

£m £m

Duein less than one year 0.6 -
Due in more than one year but not more than two years - 06
0.6 0.6

The loan notes have an average effective horrowing rate of 2.6% (2022: 1.7%) and an average remaining term of one year (2022: two years)
assuming that the holders do not request redamption.
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25 Financial instruments
Non-derivative financial instruments

2023 2022
em tm

Total non-derivatives
Total non-current assets 117.6 117.0
Total assets 1176 11¥.0

Certain pension partnership structures were implemented during 2022. These structures involved the creation of spacial purpose vehicles
(SPVs) to hold cash to fund the Bus and Group pension schemes if required based on a designated funding mechanism. Management have
concluded that these amounts represent financial assets under 1AS 32,

Derivative financial instruments

2023 2022
£m £m

Total derivatives
Total non-current assets 0.1 4.2
Total current assets 7.4 26.2
Total assets from continuing operations 7.5 30.4
Total current liabilities 2.6 -
Total non-current liabilities 1.9 -

Total liabilities from continuing operations

Derivatives designated and effective as hedging instruments carried at fair value
Non-current assets

Fuel derivatives {cash flow hedge) - 4.0

Currency forwards {cash flow hedg__e__)_ 0.1 0.2
0.1 4.2

Current assets

Fusl derivatives {cash flow hedge) 33 25.6

Currency forwards (cash flow hedge) 4.1 0.6
7.4 26.2

Current liabilities
Fuel derivatives {ca

Non-current liabilities

Currency forwards {cash flow hedge) 0.1
Fuel derivatives {cash flow hedge) 1.8 -
1.9 -

The Group enters into derivative transactions under International Swaps and Derivatives Association Master Agreements that allow for the
related amounts to be set-off in certain circumstances. The amounits set out as Fuel Derivatives and Currency forwards in the table above
represent the derivative financial assets and liabilities of the Group that may be subject to the above arrangements and are presented on a

gruss basts. Dertvative llabiities of £nil (2022: £nifl) were subject to netting arrangsments.

Total cash flow hedges are an asset of £3.0m (2022: £30.4m asset).
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25 Financial instruments continued
The following (profits) were transferred from equity inta inventory as basis adjustments during the year:

2023 2022
£m £m
Operating (profits) {31.2) (13.8)

Fair value of the Group's financial assets and financial liabilities (including trade and other receivables and trade and other payables) on a
continuing basis:

2023
Fair value Carrying
value
Level 1 Level 2 Level 3 Total Total
£m £m £m £m £m
Financial assets and derivatives

Contingent consideration receivable - 723 - 72.3 72.3
Trade and other receivables - 596.2 - 596.2 596.2
Derivative financial instrurments - 7.5 - 7.5 7.5

Financial liabilities and derivatives
Barrowings! 0.6 1,984.1 - 1,984.7 1,984.1
Trade and other payables - 1,198.3 - 1,198.3 1,198.3
Derivative financial instrurents - 4.5 - 4.5 4.5

1 Includes lease liabilities and asset backed financial liabilities as set out in note 23.

The estimated fair value of cash and cash equivalents, financial assets and bank overdrafts are a reasonable approximation to the carrying
value of these items.

2022
Fair value Carrying
valua
Level 1 level 2 Level 3 Total Total
€rn £m £m £m £m
Financial assets and derivatives

Contingent consideration receivable - - 106.1 106.1 106.1
Trade and other receivables - 433.4 - 433.4 433.4
Derivative financial instruments - 30.4 - 304 304

Financial liabilities and derivatives
Borrowings' 10.6 1.345.4 - 1.356.0 1.326.3
Trade and other payables - 1,144.1 - 1,144.1 1,144

Level 1. Quoted prices in active markets for identical assets and liabilities.
Level 2:  Inputs other than quoted prices included within Level 1 that are observable for the asset or liability either directly or indirectly.
Level 3:  Inputs for the asset or liability that are not based on observable market data.

There were no transfers betwaen Level 1 and Level 2 during the current or prior vear. The announcement of EQT Infrastructure's agreement
to sell First Transit to Transdev North America, Inc, means that the Group's valuation of the earncut now reflects an abservable market value,
and the contingent consideration receivable has therefore been reclassified from Level 3 to Leval 2 at 25 March 2023.

The estimated fair value of cash and cash equivalents and bank overdrafts are a reasonable approximation to the carrying value of these
items.
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Fair values Fair values
at 26 March  at 26 March
2023 2022 Fair value
I inancial assetzAlabitiss) £in i hlerarchy valuation techrigue(s) and key inputs
Derivative contracts
1) Fuel derivatives 1.1 29.6 Leval 2 Discounted cash flow: future cash flows are estirmated based on
farward fuel prices and contract rates and then discounted at a rate
that reflects the credit risk of the various counterparties.
2} Currency forwards 41 0.8 Level 2 Discounted cash flow; future cash flows are estimated based o

forward foreign exchange rates and contract rates and then discounted
at a rate that reflects the credit risk of the various counterparties.

The following table ithistrates the carrying value of all financial assets and liabilities hetd by the Group on a centinuing basis.

2023
Assets and At fair value
liabilities at through At fair vaiue
amortised profit through
cosls and loss o] ] Total
Classification of financial instruments £m £m £m £m
Financial assets and derivatives
Cash and cash equivalents 791.4 - - 791.4
Trade and cther receivables 506.2 - - 5096.2
Naon-derivative financial instruments 1176 - - 117.6
Derivative financial instruments - - 7.5 7.5
1,505.2 - 7.5 1,512.7
Financial abilities and derivatives
interest bearing loans and borrowings' 2,067.0 - - 2,067.0
Trade and other payables 1,198.3 - - 1,198.3
Derivative financial instruments - - 4.5 4.5
3,265.3 - 4.5 3,269.8
1 Includes lzase liabilities and asset backed finangial liabilities as set out In note 23.
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25 Financial instruments continued

2002
Assets and At fair value
liabitities at through At fair value
amortised profit through
costs and loss [ele]] Total
Classification of financial instruments £m £m £m £m
Financial assets and derivatives
Cash and cash eguivalents 877 - 7877
Trade and other receivables 433.4 - 433.4
Non-derivative financial instruments 117.0 - 117.0
Derivative financial instruments - - 304 304
1,338.1 304 1.368.5
Financial liabilities and derivatives
Interest bearing loans and borrowings 1,413.8 - 1,4138
Trade and other payables 1,144.1 - 1,144.1
2,657.9 - 2,557.9
Cash flow hedges
Foreign
Cammaodify Electricity exchange
As at 25 March 2023 price risk price risk price risk
Nominal amaount of hedging 0.57mbbls 30,720 Mwh $63.0m
< 1 vyear .39mbbls 17,568 MWh $40.8m
1 -2 vears 0.18mbbls 13,162 MWh $22.2m
2 —byears - -
> b years - -
Average hedged rate $95.11/bbl C167/MWh 1.2628
Maturity Apr23-Mar25  Apr23-Mar2s  Apré3-Mar2s
Carrying armount of hedging instrurments
Assets  Derivatives (£m) 3.3 - 4.2
Liabilities — Derivatives (£m) 3.2) {1.2) ©.1)
{Liabllities — Borrowings (£m) - - -
Carrying amount of hedged item
Liabilities — Borrowings (€m) - - -
Accumulated amount of fair value hedging adjustments included in carrying amount of hedged item
Liabifties — Borrowings {£rm} - - -
Changes in fair value of hedged item used for calculating hedge effectivenass {2.0) 1.2 /A
Changes in fair value of hedging instrument used in calculating hedge effectiveness 2.0 {1.2) (7. 1)
Changss in fair value of hedging instrurment accumulated in cash flow hedge reserve {19.3) 0.9 0.6

No gains and losses on derivatives designated for hedge accounting have been charged through the consdlidated income statement in

either the current or prior year,

Financial risk management

The Group Is exposed to financial risks including liquidity risk, credit risk and certain market-based risks principally being the effects of
changes in foreign exchange rates, interest rates and fuel prices. The Group manages these risks within the context of a set of formal palicies
established by the Board. Certain risk management responsibilities are formally delegated by the Board, principally fo a sub-committee of
the Board and 1o the Chief Financial Officer and to the Treasury Committee. The Treasury Committee comprises the Chief Financial Officer
and certain senior finance employees and is responsible for approving hedging transactions permitted under Board-approved policies,
monitoring compliance against policy and recommending changes to existing policies.
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25 Financial instruments continued

Liquidity risk

Liguidity risk is the risk that the Group may encounter difficulty in mesting obligations associated with financial liabilities. The objective of
the Group's liquidity risk management is to ensure sufficient committed liquidity resources exist. The Group has a diversified debt structure
largely represented by medium term unsecured syndicated commitied bank facilities, medium to long-term unsecured bond detat and
finance leases. it is a policy reguirement that debt obligations must be addressed well in advance of their due dates.

The Group's Treasury palicy requires a minimum of £250m of commitied headrocm at the year end and half year for the budget year,
and £200m for year two of the three-year plan, At year end, the total amount of these facilities stood at £300.0m (2022: £300.0m), and
committed headroom was £300.0m (2022: £300.0my, in addition to free cash balances of £338.9m (2022: £232.1m). The next material
contractual expiry of revolver bank facilities is in August 2026.

The average duration of net debt {excluding ring-fenced cash) at 256 March 2023 was 2.7 years (2022: 3.0 years).

The following tables detail, on a continuing basis, the Group's expected maturity of payables for its borrowings, derivative financial
instrurments andl trade and other payables. The amounts shown in these tables are prepared on an undiscounted cash tlow basis and
include future interest payments in the years in which they fall due for payment.

2023

< 1 year 1-2 years 2-5 years > 5 years Total

£m £m £m £m £m

Borrowings' 563.1 578.1 839.5 104.6 2,085.3
Fuel derivatives {2.6) (1.8} - - {4.4)
FX forwards - 6.1} - - (0.1}
Trade and other payables 1,198.3 - - - 1,198.3
1,758.8 576.2 104.6 3,2791

2022

< ¥ ypar 1-2 years 2-5 years =5 years Total

£m £m £m £m £m

Borrowings' 663.6 197.3 516.8 458 1,443.5
Trade and cther payables 71 1441 - - — 1,144 1
1.827.7 197.3 5168 458 25876

1 Includies lease liabilities and asset backed financial liabilities as set out in note 23,

No derivative financial instruments had collateral requirements or were due on demand in any of the vears, Derivative financial instruments
are net settled.

Currency risk
Currency risk is the risk of financial less to foreign currency net assets, earnings and cash flows reported in pounds Sterling due to
movements in exchange rates.

The Group’s principal operations outside the UK were previously in the US and Canada, with the US having been the most significant
and the principal currency risk related to movements in the US Dollar to pounds Sterling. Following the disposal of Student, Transit and
Greyhound, this exposure has been significantly reduced, with the only balance of note being the US Daollar-denominated earncut asset
relating to First Transit.

‘Certain’ and ‘highly probable’ foreign currency transaction exposures may be hedged at the time the exposure arisaes for up to two years at
specified levels, or longer if there is a very high degree of certainty. The Group is also exposed 1o currency risk relating to its UK fuel costs
which are denominated in USD. This is hedged through entering a series of average rate forward contracts on a similar profile to our fuel
hedging programme. Forward currency risk is designated in the cash flow hedges, however valuation movements arising from changes in
currency-basis spreads are excluded from the relationships as costs of hedging. At the balance sheet date the value 1o be recorded in &
separate component of equity was immaterial, and as such no separate reserve has been shown within the primary financial statements.
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IFRS 7 requires the Group to show the impact on profit after tax and hedging reserve on financial instrurments frarm a movement in
exchange rates. The following analysis detalls the Group's sensitivity to a 10% strengthening in pounds Sterling against the US Dollar.

A 10% weakening in pounds Sterling against the US Dollar would have an equal but opposite effect to that shown bealow. The analysis has
been prepared based on the change taking place at the beginning of the financial year and being held constant throughout the reporting
period. A positive number indicates an increase in earnings or equity where pounds Sterling strengthens against the US Doar.

2023 2022

£m £m

Impact on profit after tax 0.2 39
Impact on hedging reserve (0.1) (1.8

Interest rate risk

The Group has variable rate debt and cash and therefore net income is exposed to the sffects of changes to interest rates. The Group
treasury policy objective is to maintain fixed interest rates at a minimum of 50% of on-balance sheet net debt over the medium term, sa that
volatility 1o EPS is substantially reduced year-on-year. The policy cbjective is primarily achieved through fixed rate debt. The main floating rate
benchmark on variable rate debt is SONIA.

At 26 March 2023, 99% (?022: 89%) of gross dabt (pre IFRS 16) was fixed, This fixed rate protection had an average duration of 1.8 years
(2022: 2.4 years).

Interest rate risk within operating leases is hedged 100% by agreeing fixed rentals with the lessors prior to inception of the lease contracts.

The following sensitivity analysis details the Group's sensitivity to a 100 basis points (19%) increase in interest rates throughout the reporting
period with all other variables held constant.

2023 2022
£m £m
Impact on profit after tax 57 4.1

Diesel fuel price risk

I'he Group purchases its fuel on a floating price basis and is therefore exposcd to changes in diesel prices, primarily in relation te First Bus
operations. The Group's policy objective is to maintain a significant degree of fixed price protection in the short term with lower levels of
protection in the medium term, so that the businesses affected are protected from any sudden and significant increases and have time

to prepare for potentially higher costs, whilst retaining some access for potentially lower costs over the medium term. To achieve this the
Group operates a progressive hedging policy. The policy hedge target levels differ by division but are monitored monthly and approgpriate
actions taken to maintain satisfactory hedge levels. Gasoil derivatives are used to hedge UK exposure. Risk component hedging has been
adopted under IFRS 9, meaning that the hedged prics risk component of the purchased diesel matches that of the underlying derivative
commedity. The hedged risk component is considered to be separately identifiable and reliably measurable. Gasoll is considerad to be the
core risk component of the fuel grade uitimately purchased and there is a very strong correlation between the movements in the prices of the
derivative underlying and the purchased fuel. Variances in pricing of the derivative commodities and the purchased fusl are primarily driven
by further refinement of the fuel or the associated transportation costs which were excluded from the hedge relationship. Currently First Bus
diesel exposure is hedged 85% to March 2024 and 55% to March 2025.

200 FirstGroup Annual Report and Accounts 2023



Introduction Strategic report Governance report Financial statements

25 Financial instruments continued

The Group has entered into swaps for periods from April 2023 to March 2025 with the majority of these swaps relating to the 53 weeks
ending 30 March 2024, The swaps give rise to monthly cash flow exchanges with counterparties to offset the underlying settlement of
floating price costs, except where they have a deferred start date. Gains or losses on fuel derivatives are recycled from equity into inventory
on qualifying hedges to achieve fixed rate fuel costs within operating results.

The following analysis details the Group’s sensitivity on profit after tax and equity if the price of diesel fuel had been $10 per barret higher
during the 52 weeks endirg 25 March 2023 and at the year end:

2023 2022

£m om

Impact on profit after tax (0.3) 4.9
Impact on hedging resarve 35 4.5

Electricity price risk

The Group purchases electriclty on a floating price basis and is therefore exposed to changes in electricity prices, primarily in relation to

First Bus and Group operations. The Group's policy objective is to maintain a significant degree of fixed price protection in the short term, so
that tha businesses affected have time to prepare for prices after the current hedge period expires. 7o achieve this the Group uses cash flow
hedge financial instruments to achieve significant fixed price certainty

The Group did not have any hedges in place for the year to 25 March 2023. It has entered into swaps for periods from April 2023 to
March 2025, The swaps give rise to monthly cashflow exchanges with counterparties to offset the underlying sattlsment of floating price
costs, except where they have a deferred start date. Gains or losses on electricity derivatives will be recycled from equity ta the income
statement on qualifying hedges to achieve fixed rate electricity costs within operating results.

The following analysis details the Group's sensitivity on profit after tax and equity if the price of electricity had been £50 per MWh higher
during the 52 weeks ending 25 March 2023 and at tha year end:

2023 2022
£m £m

Impact on profit after tax {1.0) -
Impact on hedging reserve 1.2 -

26 Deferred tax

The major deferred tax (assetsyliablilities recognised by the Group and movements thereon during the current and prior reporting periods ara
as follows:

Accelerated Retirement Other
tax benefit temparary Tax
depreciation schemes difforences losses Total
£m £m £m £m £m
Af 27 March 2021 10.7 (32.4) {13.3) {35.0)
Charge/icredit) to income statement 1.2 32.0 (39.7) 7.5 8.0
Charge to other comprehensive income and equity - 22.1 5.8 - 278
Transferrad to held for sale - discontinued operations (16.6) 20.6 1.3 (43.0) (37.7)
Foreign exchange and other movemeants {1.4) 0.7 1.0 1.8 0.7
At 26 March 2022 B.1) 486 (44.9) (33.7) (36.1)
Charge/icredit) to income staterment 28.0 (2.8) 10.6 5.2) 30.6
Credit to other comprehensive income and equity - {37.2) (7.4) - (44.8)
Acquisitions and disposals of subsidiaries 4.7 - 0.3 - 50
Foreign exchange and other movements {1.9) - - - (1.9)
At 25 March 2023 24.7 8.6 (41.4) {38.9) {47.0}

With respact o the total net deferred tax asset of £47.0m, UK net deferred tax assets of £46.1m have been recognised as the Group
forecasts sufficient taxable profits in future periods and a deferred tax asset of £0.9m relating to the US is recognised because it is probable
that book gains will arise on the remaining US property portfolic.

No deferred tax has been recognised on deductible temporary differences of £1.3m (2022: £1051m) and tax losses of £460.8m
(2022: £95.6m) as there are insufficient future profits foracast in North America and some UK entities may cease to trade before their tax
losses can be utilised.
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27 Provisions

Insurance Legal and
claims other Pecnsions Total
£m £m £m £m
At 26 March 2022 148.0 86.0 1.3 2353
Charged to the income statement 116 20.4 (1.3 30.7
Utilised in the year {37.1) (26.8) - 63.9)
Notional interest 0.2 - - 0.2
Foreign exchange movements 7 S V.2 1.6 - 88
At 25 March 2023 129.9 81.2 - 2111
Current liabilities 45.5 40.4 859
Non-current liabilities 84.4 40.8 - 125.2
At 25 March 2023 1299 81.2 - ] 2111
Current liabilities 51.8 B62.7 1146
Non-current liabllities 96.2 233 120.7
Al 26 March 2022 148.0 880 1.3 2353

The insurance claims provision arises from estimated exposures for incidents occurring prior 1o the balance sheet date. It is anticipated
that the majority of such claims will be settled within the next four years although certain liabilities in respect of lifetime obligations of £1.3m
(2Q22: £8.8m) can extend for more than 25 years. | he utilisation of £37.1m (2022: £43.0m) represents payments rmade against the current
liability of the preceding year as wall as the ssttlement of certain large aged claims.

The insurance claims provisions, of which £/8.6m (2022: £96.0m) relates to legacy Greyhound claims, includes £73.3m (2022 £88.5m)
which s recoverable from insurance companies and a recelvable is included within other receivables in note 17,

Legal and other provisions relate to estimated exposures for cases filed or thought highly likely to be filed for incidents that occurred prior 1o
the balance shest date. it is anticipated that most of these iterns will be settled within ten years. Also included are provisions in respect of
costs anticipated on the exit of surplus properties which are expected to be settled over the remaining terms of the respective isases and
dilapidation, other provisions in respect of contractual obligations under rail franchises and restructuring costs, The dilapidation provisions
are expected to be settled at the end of the respective franchise.

The pensions provision related to unfunded obligations that arose on the acquisition of certain First Bus companias,

28 Called up share capital

Number
of shares 2023
million £m
Allotted, called up and fully paid {(ordinary shares of 5p each)
Balance as at 27 March 2022 7502 375
SAYE/BAYE exercises S S ,,,,,V,O,;ii,,,,,,,w,,,,,,,,,: 3
Balance as at 25 March 2023 {ordinary shares of 5p each) 750.6 37.5

The Company has one class of ordinary shares which carries no right to fixed income

In December 2022, the Company announced a share buyback programme to purchase up to £75m of ordinary shares, and at

25 March 2023, the Company had repurchased 29,515,396 shares for an amount of £31.6m, including transaction costs of £0.3m. As at
25 March 2023, £75.5m has been deducted from retained earnings in respect of the shares already purchased and remaining commitment
to purchase up to £75m of ordinary shares.

During the year 0.4m shares wers issued to satisfy principally SAYE and BAYE exercises.
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29 Reserves

The share premium account represents the premium on shares issued since 1999 and arcse principally on the rights issue on the Ryder

acquisition in 1999 and the share placings in 2007 and 2008, Tha resarve is non-distributable.

The hedging reserve inciudes £1.2m in relation 1o the cost of hedging and recerds the movement on designated hedging items.

The own shares reserve represents the cost of shares in FirstGroup ple purchased in the market and either held as treasury shares or held in

trust to satisfy the exercise of share options.

Hedging reserve
The movements in the hedging reserve wers as follows:

2023 2022

£m £m

Balance at 26 March 2022/27 March 2021 19.3 3.4
Transfer to hedging reserve through consolidated staterment of comprehensive income

Fuel derivatives 0.8 423

Currency forwards ] {7.1) 1.6

{6.3) 439

Tax on derivative hedging instrument movemenis through statement of comprehensive income {1.3) (10.8)

Transfer from hedging reserve to the balance sheet:

Fuel derivatives (27.7) (14.6)

Currency forwards - 34) 0.7

(31.1) (13.9)

Tax on derivative hedging instrument movements to the balance sheet 7.8 358

) (11.6) 19.3

Cumulative loss cn hedging instruments reclassified to the income staterment 109 -

Balance at 25 March 2023/26 March 2022 {0.7) 19.3

Own shares

The number of own shares held by the Group at the end of the year was 42,774,044 (2022: 9,472,372) FirstGroup plc ordinary sharss

of 5p each. Of these, 13,088,899 (2022: 9,282,623) were held by the FirstGroup ple Employee Benefit Trust, 32,620 (2022; 32,520) by
the FirstGroup plc Qualifying Employee Share Ownership Trust and 157,229 (2022: 157,229) were held as treasury shares, with a further
29,516,396 held as treasury sharas as part of the share buyback programme which cormmenced on 19 December 2022, Both trusts and
treasury shares have waived the rights to dividend income from the FirstGroup ple ordinary shares. The market value of the shares at

25 March 2023 was £43.3m (2022: £10.2m).

Capital
redemption Capital Total other
reserve reserve reserves
£m £m £m
Balance at 25 March 2023/26 March 2022 19.7 2.7 224

The capital redemption reserve represents the cumulative par value of all shares bought back and cancelled, less the associated transaction

costs and stamp duty. The capital reserve arose on acquisitions made in 2000. Neither reserve is distributable.

30 Translation reserve

2023 2022

£m £m

At 26 March 2022/27 March 2021 {24.0) 524.7
Reclassification of foreign currency translation reserve on discontinued operations (see note 21) - (543.4)
Movement for the financial year 1T (6.3)
At 25 March 2023/26 Mareh 2022 (16.3) (24.0)

The translation reserve records exchange differences arising from the translation of the balance sheets of foreign currency denominated
subsidiaries offset by movernents on loans used o hedge the net investment in those foreign subsidiaries. Reclassification of foreign
currency translation reserve on discontinued operations in 2022 rclales to the sale of First Student and First Transit (£450.8m) and

Greyhound (8292.8m).
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31 Acaquisition of businesses and subsidiary undertakings

2023 2022
£m £m
Provisional fair value of net assets acquired:
Property, plant and squipment 28.3 1.4
Other intangible assets - 0.2
Current assets 118 4.7
Other Iiab\'lit\gS - (!io) 4 2)7
3241 2.1
Goodwil - . — 81 noe
Satisfied by cash paid and payable 38.2 134

Acquisitions in 52 weeks to 25 March 2023
On 9 March 2023, the Group completed the acquisition of Ensign Bus Company Ltd, which has strong pasitions in business-to-business
and regional commeargial bus operations in Essex, as well as a vehicle refurbishment and re-sale operation.

The total consideration of £35.7m represents £34.7m paid during the period and £1.0m to be paid in future periods, and includes cash
acquired of £6.6m included in current assets.

The business acquired during the year contributed £21.2m to Group revenue from continuing operations and £0.1m prcfit to Group operating
profit from continuing operations from the date of acquisition.

If the acquisition cf the business had been completed on the first day of the financial year, Group revenue from the acquisition for the year
would have been £28.4m and Group operating profit would have been £3.0m.

On 26 Qcotober 2022, the Group completed the acquisition of Airporter Lid, a provider of bus services and supplier of coaches, mini buses
and private vehicles for hire.

The total consideration of £2.5m was fully paid in the year.

The business acquired during the year contributed £0.3m to Group revenue from continuing operations and £0.2m profit to Group operating
profit from continuing operations from the date of acquisition.

If the acguisition of the business had been completed on the first day of the financial year, Group revenue from the acquisition for the year
would have been £1.8m and Group operating profit would have been £1.0m.

Acquisitions in 52 weeks to 26 March 2022

On 1 June 2021 the Group completed the acquisition of Mid State School Bus Inc. a provider of school transportation services in Nebraska,
United States of America. The total consideration of £2.9m represented £2.7m cash paid during the year and £0.2rn deferred 1o be paid

in future periods. The businass was subsequently disposed of as part of the sale of First Transit on 21 July 2021 and therefore did not
contribute to the Group's revenue from continuing operations or operating profit from continuing operations.

On 30 September 2021 the Group completed the acquisition of Sormerset Passenger Solutions Ltd. a company which serves the passenger
transport needs of the Hinkley Point C constructicn project in Somerset, England. Prior to the date of acquisition the company was operated
as ajoint venture between the Group and JJP Holdings (South West) Ltd. with both parties holding a 50% share.

The total consideration of £10.2m represented £8.6m cash paid during the year and £1.6m deferred to be paid in future pericds.

The business acguired during 2022 contributed £14.6m to Group revenue from continuing operations and £1.4m profit to Group opsrating
profit from continuing operations from the date of acquisition te 26 March 2022,

if the acquisition of the business acquired during the year had been completed on the first day of the financial year, Group revenue from
continuing operations frorm the acquisition for the year would have been £30.9m and the Group operating profit frorn continuing operations
from this acquisition would have been £3.2m.
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32 Net cash from operating activities

2022
2023 restated
£m £m
Operating profit from:
Continuing operations 153.9 1228
Discontinued operations 313 6583.3
Total operations 185.2 806.1
Adjustments far:
Depreciation charges 7218 7464
Capital grant amortisation {129.1) {115.8)
Software amortisation charges 8.6 47
Other intangible assct amortisation charges - 0.4
LossAgain) on disposal of subsidiaries and businesses 3.7 (66.7)
Recycling of translation reserve - (543.4)
Impairment 136 -
Reversal of impairment 4.3) (48.1)
Share-based payments 6.4 5.4
Profit on disposal of property, plant and equipment o (71.7) (22.1)
Operating cash flows before waorking capital and pensions 734.3 766.9
Decrease/{increase) in inventories 2.9 B4
(Increase)/decrease in receivablas (159.4) 95.5
Increase/(decrease) in payables due within cne year 53.8 (130.0)
Increase in financial assets - (117.0)
Decreasedincrease) in contingent consideration receivable 338 (106.1)
{Decrease)/increase in provisions due within one year (31.8) 36.5
Decrease in provisions due over one yaar {1.2) {13.2)
Settlement of foreign exchange hedge {1.2) -
Local Government Pension Scheme refund 118
Defined henefit pension payments in excess of income statement charge 1.8 {340.4)
Cash generated by cperations 644.8 18548
Tax pald {1.0} (21.4)
Interest paid' R o) = (768
Net cash from operating activities? 573.8 (12.2)
1 Interest paid includes £50.6m relating 1o lease liabilties (2022: £41.0m).
2 Net cash from operating activities is stated after an inflow of £35.1m {2022: inflow of £9.1m) in relation to financial derivative settlemeants.
33 Analysis of changes in net debt
At Foreign At
26 March exchange 25 March
2022 Cash flow  movements Other 2023
£m £m £m £m £m
Components of financing activities:
Bonds {199.9) 187 - - (184.2}
Leass liabilities' (1,083.2) 546.9 - (1,212.3) {1,748.6)
Asset backed financial liabilities {35.5) 10.6 - (19.3) (44.2)
Uther debt 0.6) - - - (0.6)
Total components of financing activities (1,319.2) 573.2 - (1,231.6) 1,977.6)
Cash 319.6 106.2 4.0 - 4218
Bank overdrafts (87.5) 4.9 - {0.3) {82.9)
Ring-fenced cash 468.1 198.5) - - 369.6
Cash and cash equivalents 700.2 126 (4.0 ©.3) 708.5
Net debt {including held for sale - discontinued operations) 619.0) 585.8 4.0 11,231.9) {1,269.1)

1 Lease liabilities ‘other’ includas £1,212.3m net inception of new leases. This comprises £1,219.0m inception of new leases, being £1,200.2m of ralling stock leases,
£1.3m of PGV Ieases and £17.5m of property and other leases, offset by £6.7m termination of leases. Termination of leases includes £3.3m in relation to rolling stock
leases, £2.7m in relation to PCV leases and £0.7m relating to property and other leases.
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33 Analysis of changes in net debt continued

At f-oreign At
28 March exchange 26 March
2021 Cash flow movernents Other 2022
m £m £rm £m £m
Companents of financing activities:
Bank loans (566.3) 579.3 (2.4) (10.6} -
Bonds (873.1) 674.4 - (1.9) {193.9)
Senior unsecured loan notes (198.8) 200.0 {0.6) {0.8) —
COFF {258.2) 2982 - : -
Supplier financing' (158.2) - - 159.2
| ease liabilities” (1,850.0) 600.4 1.0 167.4 {1,083. 2)
Asset backed financial liabilities (122.9) 9.4 0.3 777 135.5)
Oj[her debt - 7 o 0.4 - - 0.1 (0. 6)
Total components of fmanclng actlwtles (4,068.2) 2,361.7 (3.7} 392.0 (1 318.2)
Casn 834.3 5145 0.2) - 318.6
Bank overdrafts (53.8) 133.7) - - 87.5)
Ringfencedcash . ___ o ... 6o29  (194®) Il _ e
Cash ar\d cash equtvatents ‘1 443 .4 (743.0% 0.2y - 7002
Net debt {including held for sale — d:scontmued operatlons) (2 65, 8} 1,618.7 {3.9) 302.0 {618.0

1 Supplier financing relatod wholly to First Student.

2 Lease liabllities ‘other’ includes £167.4m net inception of new loases. This comprises £116.9m inception of new leases, being £8.4m of PCV leases, £93.'m of rolling
stock leases and £14.4m of property and other leases, offset by £284.3n termination of ieases. Termination of leases includes £101.9m in relation to rolling stock
leases, £31.8m in relating to PCVY leases and £150.6rm relating to property and other leases.

Acerued interest of £8.5m (2022 £7m} is excluded from the values above and derivative valuations are presented as the clean values.

34 Contingent liabilities

To support subsidiary undertakings in their normal course of business, FirstGroup plc and certain subsidiaries have indemnified certain
banks and insurance companies who have issued performance bonds for £55.0m (2022: £69.4m} and letters of credit for £169.9m

(2022: £218.7m). The performance konds primarily relate to First Rail franchise operations of £51.8m and residual Neorth American obligations
of £3.2m. The letters of credit relate substantially to insurance arrangements in the UK and North America. The parent company has
committed furtner support facifiies of up 1o £98.5m 1o First Rail Train Operating Companies of which £73.8m remaina undrawn. Following
the sale of Greyhound, the majority of the surety bonds were cancelled, with a residual amount of £3.2m remaining as noted above. Letters
of credit remain in place to provide collateral for legacy Greyhound insurance and pension obligations.

The Group is party 1o certain unsecured guaranices granted 1o banks for overdraft and cash managernent facilities provided 1o itself and
subsidiary undertakings. The Comparny has given certain unsecured guarantess for the ligbilities of its subsidiary undertakings arising
under certain HP contracts, finance leases, operating leases and certain pension scheme arrangements, It also provides unsecured cross
guarantees to certain subsidiary undertakings as required by VAT legislation. First Bus subsidiaries have provided unsecured guarantess on
ajoint and several basis to the Trustee of The First Bus Pension Scheme. Two of the Company's North American subsidiaries participated in
multi-employer pensicn plans in which their contributions were pooled with the contributions of other contributing employers. The funding of
those plans is reliant on the ongeing involvement of third parties.

In its normal course of business the Group has ongoing contractual negotiations with Government and other organisations. The Group is
party to legal proceedings and claims which arise in the normal course of business, including but not limited to employiment and safety
ciaims. The Group takes legal advice as to the likelihood of success of claims and counterclaims. No provision is made where due to
inherent uncertainties, no accurate guantification of any Gost, or timing of such cost, which may arise from any of the legal proceedings can
be determined.

The Group's operations are required t© comply with a wide range of regulations, including environmental and emissions regulations. Failure
1o comply with a particular regulation could result in a fine or penalty being Imposed on that business, as well as potential ancillary claims
rocted in non-compliance.
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34 Contingent liabilities continued

The inguest relating to the death of seven passengers in the Croydon tram incident in November 2016 concluded in July 2021, The tram was
operated by Tram Oparations | imited (TOL), a subsidiary of the Group, under a contract with a Transport for London (' TfL) subsidiary. TOL
provides the drivers and management to operate the tram services, whereas the infrastructure and trams are owned and maintained by a
TfL subsidiary. The Office of Rail & Road ({ORR') annaunced in March 2022 that it had taken the decision to prosecute TiL, the driver of the
tram and TOL for breaches of Health and Safety law. While TOL has indicated a guilty plea to the charge laid against it, the Company cannot
yet accurately datermine the guantum or timing of any financial penalties or related costs which may arise from these proceedings. TfL has
also indicated a guilty plea. The driver has pleaded not guilty ~ his trial started in mid-May 2023.

First MTR South Western Trains Limited (FSWT", a subsidiary of the Cormpany and the operator of the South Western raillway contract, is a
defendant to collective proceedings before the UK Competition Appeal Tribunal {the ‘CAT") in respect of alleged breaches of UK competition
law. Stagecoach South Western Trains Limited (‘'SSWT') (the former cperator of the South Western network) is also a defendant o these
proceedings. Separate sots of proceedings have been issued against London & South Eastern Railway Limited and related entities (LSER')
and, more recently, against Govia Thameslink Rallway Limited and related entities (‘GTR") in respect of the operation of other ralf services,
The three sets of proceedings are being heard together. The class repressntative (CR’) alleges that FSWT, SSWT, LSER and GTR breached
their obligations under UK competition faw by not making boundary fares sufficiently available for sale, and/or by failing to ensure that
customers were aware of the existence of boundary fares and/or bought an appropriate fare in order to avoid being charged twice for

part of a journey. A collective praceedings order {{CPO') was made by the CAT in January 2022 in respect of the FSWT/SSWT and LSER
proceedings and, following an unsuccessful appeal by the defendants, the proceedings are continuing alongside the GTR proceedings in
respect of which the CAT issued a judgment setting out its reasons for granting a CPO in March 2023. The Secretary of State for Transport
served a written statement of intervention in all thres proceadings in April 2023. A trial date has not yet been set. In March 2022, FSWT, the
Company and the CR executed an undertaking under which the Company has agreed 1o pay to the CR any sum of damages and/or cosls
which FSWT fails to pay, and which FSWT is legally liable to pay to the CR in respect of the claims (pursuant to any judgment, order or award
of a court or tribunal), including any sum in relation to any settlernent of the claims. At present the Company cannot accurately determine the
likelihood, guantum or timing of any damages and costs which may arise from these proceedings.

35 Operating commitments

2023 2022
£m £m
Minimum payrments made under contractuat terms recognised in the income staterment for the year:

Plant and machinery 6.9 3.8

Track and station access 492.7 4753

Hire of roling stock 1.0 1.8

Other assets 15.6 23
Discaontinued operations - 23

516.2 4806

At the balance sheet dates, the Group had outstanding commitments for future payments under non-cancellaiie operating contracts, which
fall due as follows:

2023 2022

£m £m

Within one year 481.1 511.0
In the second to fifth years inclusive 1,135.8 4209
After five years ) 0.5 0.3
1,617.4 932.2

Includad in the above commitments are contracts held by the First Rail businesses with Netwerk Ralil for access to the railway infrastructure,
track, stations and depots of £1,573.8m (2022: £922.9m).
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36 Share-based payments

Equity-settled share option plans
The Group recognised total expenses of £6.4m (2022: £5.4m) related to equity-settled share-based payment transactions.

(a) Save as you earn (SAYE)

The Group operates an HMRGC approved savings-related share option scheme. No grants were made during the period. The scheme is
based on eligible employees being granted options and their agreement to opening a sharesave account with a nominated savings carrier
and to save weekly or monthly over a specified period. Sharesave accounts are held with Gomputershare. The right to exercise the option is
at the employee's discretion at the end of the period previcusly ¢hasen for a period of six months.

SAYE
Dec 2018
Options
Number
Outstanding at the beginning of the year 1,621,686
Exercised during the year {1,019.311)
. . {602,375)
Exercisa'brle ét the end of the yea S - - N\I '
Weighted average exercise price (pence) 700
Weighted average share price at date of exercise {pence) 1232
(k) Deferred bonus shares (DBS)
DBS awards vest over a three-year period following the financial year that they relate to and are typically settled by equity.
DBS 2012 DBS 2013 DBS 2014 DBS 2015
Cptions Cptions Opticns Cptions
Number Number Number Number
Qutstanding at the beginning of the year 52,648 124,309 136,733 124,662
Exercised during the year 22,109 (18.218) (28,695 {(16,475)
Lapsedduring theygar - o (30,537) - - -
Outstanding at the end of the year - 106,094 108,038 108,167
Exercisable at the end of the year Nil 106,034 108,038 108,187
Waeighted average share price at date of exercise {pence) 110.6 107.5 114.6 118.8

DBS 2016 DBS 2017 DBS 2018 DBS 2019 DBS 2020 DRS 2021

Options Opticns Options Cpticns Options Optians

Number Number Number Number Number Nurnber
Outstanding at the beginning of the year 130,141 35741 62,424 1,271,965 787,708 1,124,496
Granted during the year - - - - - -
Farfeited during the year - - N _ — .
Lapsed during the year {2,539 {4,056) (24,558) {8,091) (81,974) (95,338)
Exercised during the year {65,934) (6,299) (13,220) {913,689 {198,362) {141,603)
Outstanding at the end of the year - o ] 7671",7668 25,356 24,648 350,305 507,373 887,555
Exercisable at the end of the year 51,668 25,356 24,0648 350,305 265,320 398,748
Weighted average share price at date of exerciss (pence) 1148 118.8 1185 1189 1131 111.0
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36 Share-based payments continued

(¢) Buy As You Earn (BAYE}

BAYE enables eligible employees to purchase shares from their gross income. The Company provides two matching shares for every three
shares bought by employees, subject to a maximum Company contribution of shares 1o the value of £20 per employee per month. If the
shares are held in trust for five years or more, no income tax and national insurance will be payable. The matching shares will be forfeited if
the carresponding partnership shares are removed from trust within three years of award.

At 25 March 2023 there were 5,667 (2022: 4,570) participants in the BAYE scheme. Scheme participants have cumulatively purchased
32,563,932 {2022: 30,574,677) shares with the Company contributing 10,436,402 (2022: 8,843,232) matching shares on a cumulative basis.

(d) Long-Term Incentive Plan (LTIP)
LTIP awards have TSR, ROCE and EPS targets and vest over a threg-year period following the financial year that they relate to and are
settled by eguity where an award exceeds a performance target.

LilP 2019 LTIP 2020 LTIP 2021

Options Options Options

Number Number Number
Outstanding at the beginning of the year 3,304,805 5,839,948 3,283,642
Granted during the year - - _
Forfeited during the year - - -
Lapsed during the year {380,058) (703,235) (£04,944)
Exercised during the year ) L {z42111) - =
Outstanding at the end of the year 512,636 5,136,713 2,588,698
Exercisable at the end of the year 512,636 - -
Weighted average share price at date of exercise (pence) 1101 NYA N/A

(e) Executive Share Plan (ESP)
ESP awards vest over a three-year period following the financial year that they refate to and are typically setiled by equity.

FSP 2015 ESP 2016 ESP 2017 ESP 2018 ESP 2019 ESP 2020 ESP 2021
Options Optiens Options Options Options OCptions Options
Number Number Number Number Number Number Number

Outstanding at the beginning

of the year 101,572 86,960 262,242 523,290 4,353,501 2,352,827 2,975,111
Granted during the year - - -

Forfeited during the year - - - -
Lapsed during the year (19,359) {20,959) (15,044 (25,352) 26,341 (292,123) (265,630)

Exercised during the year - {18,7506) 166,023) (172,226) (2,912,481) {834,301) (450,65%@_
Outstanding at the end

of the year 82,213 47,245 181,175 395,712 1,414,679 1,226,403 2,268,794
Exercisable at the end of the vear 82,213 47,245 181,175 305712 1,414,679 554,499 515,778
Weighted average exercige price (pence) Nil Nil Nil Nil Nit Nil Nil
VWeighted average share price

at date of exercise {pence) N/A 121.8 117.4 1189 1231 104.8 11041

(f) Conditional awards
In FY 2023 tho oquity eharo awards ware granted as conditional awards rather than aptinns. Thera is no impact ¢n the economic values for
gither the Company or participants resulting from this change.

The conditional awards outstanding under each scheme are shown below:

Deterred  ESP Awards  LTIP Awards

Bonus 2022 2002 2022

Nurmber Nurmber Nurmber

Outstanding at the beginning of the year - - -
Granted during the year 2,121,738 263,045 8,838,303
Lapsed during the year _ (19,589 {6,432) (162,6829)
Outstanding at the end of the year 2,102,149 256,613 8,676,674

One award of 10,038 granted under the ESP 2022 Plan is permitted to vest. No other awards in the table above have vested.
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The fair values of the opticns granted during the last two years were measured using a Black-Scholes maodel except for the TSR element of the LTIPs
which were measured using a Monte Carlo model. The inputs into the models were as follows:

2023 2022

Weighted average share price at grant date {pence}

-DBS 110.6 85.7
—LTIP 1128 84.3
-ESP 99.9 93.4
Weighted average exercise price at grant date (pence)
-DBS - -
—-LTpP - -
-ESP -
Expected valatility (%)
- DBS N/A N/A

-LTIP 60 59
- ESP N/A N/A
Expected lite {years)
-DBS 3.0 3.0
- SAYE schemes N/A 3.0
-LTIP 2.62 2.66
-ESP 3.0 30
Rate of interest (%0}
-DBS N/A N/A
—LTIP - -
- ESP - -
Expected dividend yield (%)
-DBS -
-LTIP -
—-ESP -

Expectad volatility was determined by calculating the historical volatility of the Group's share price over the previous five years, The expected
life used in the model has been adjusted based on management's best estimate, for the effects of non-transferability, exercise restrictions
and behavioural considerations.

Allowances have been made for the SAYE schemes for the fact that, amongst a group of recipients serme are expected 1o leave before an
entittement vests. The accounting charge is then adjusted over the vesting pariod to take account of actual forfeitures, so although the total
charge is unaffected by the pre-vesting forfeiture assumption, the timing of the recognition of the expense will be sensitive to it. Fair values
for the SAYE include a 10% per annum pre-vesting leaver assumption whereas the Executive, LTIP and deferred share plans exclude any
aliowance for pre-vesting forfeitures.

The Group used the inputs noted above to measure the fair value of the new conditional awards (FY 2022: share options).

2023 2022
pence pence

Weighted average fair value of options at grant date
-DBS 105.4 85.7
- LTIP 84.9 1.8
- ESP 99.9 93.4
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37 Retirement benefit schemes
The Group supports defined contribution and defined benefit schemes for the benefit of employees acress the following business areas:

First Bus and Group — including The First UK Bus Pension Scheme, The FirstGroup Pension Scheme and two Local Government Pansion
Schermnes

North America — legacy schemes from operations which have now been sold

Rail - sponsoring six sections of the Railways Pension Scheme (RPS} relating to the Group's obligations for its TOCs, with an additicnal
section for its Open Access Hull Trains business. Since the obligations to the TOC arrangements are considered to be limited to
contributions during the period of the contract, these are fundamentally different to the obligations to the other pension arrangements.
Details for these arrangaments have therefore been shown separatsly.

Overall, the duration of the Company’s obligations is approximately 16 years although the durations of the individual schemes tend to vary
with the UK exposures tending to be of longer duration and the North American exposures tending to be of shorter duration.

All of the pension schemes are operated indepandently of tha Group by the relevant pension scheme'’s manager or trustee, and the assets of
each pension scheme are held separately from FirstGroup's assets. The managers or trustess (as appropriate) of the pension schemes are
responsible for the investment policy, although the sponsar is consutted.

At their last valuations, the defined benefit schemes had funding levels between 74% and 114% (2022: 82% and 114%). The market value of
the assets as at 25 March 2023 for all non-contract rail operation defined benefit schemes totalled £2,634m (2022: £3,343m),

{a) First Bus and Group (including open access rail operators)

Defined contribution plans {shown on a continuing basis)

Payments to defined contribution plans are charged as an expense as they fall due. There is no further obligation to pay contributions into a
defined contribution plan once the contributions specified in the plan rules have been paid. The total expense recognised in the consclidated
income statement of £28.1m (2022: £21.6m) represents contributions payable to these plans by the Group at rates specified in the rules of
the plans.

The Group operates defined contribution plans for all Group and First Bus employees {with the exception of a small number of employees
who rermain active in a Local Government Pension Scheme) and First Rail employees who are not eligible 1o join a defined benefit
arrangement. They receive a company match to their contributions, which varies by salary and/or service.

Defined benefit plans {shown on & continuing basis)

The Group has full responsibility for the ratirement benefits for former and current employees of Grougp, First Bus and Hull Trains who are
members of the schemes described in the following paragraphs, bearing all the risks and responsibilities of management and spoensorship
of these schemes. These comprise five funded defined benefit plans across its First Bus and Group aperations {including Hull Trains which,
unlike the majority of First Rail operations, is operated under open access), covering approximately 35,500 former and current employees.
With the exception of Hull Trains, all of these schemes are closed to new entrants.

Triennial valuations assess the cost of future service (where relevant) and the funding position. The employer and trustees are required to
agree on assumptions for the valuations and to agree the contributions that result from these. Deficit recovery contributions may bé required
in addition to future service contributions. In agreeing contribution rates, reference must be made to the affordability of contributions by

the employer.

Surplus after benefits have been paid/secured, can be repaid to the employer, in line with the rules of the schemes.

The First UK Bus Pension Scheme

This provides pension benefits to emplayees in First Bus. Historically it provided salary related benefits on a shared cost basis, but from
April 2013, all new mambers have heen enroiled in the defined contribution section, The scharme closed to defined banefit accrual on

5 April 2018.

A smallar FirstGroup Pension Scheme provides defined henafit pansians tn Group employeaas in addition to certain First Bus employees.
This schame closed to defined benefit accrual on & April 2018.

The rules governing both these schemes grant the emplover influence over the allocation of any residual surpius once the beneficiaries’
rights have been secured. Accordingly, the net surplus/deficit is recognised in full for these schemes.

Local Government Pension Schemes

The Group participates in two Local Government Pension Schemes (LGPS), one in £ngland and one in Scotland, which provide salary
related benefits. These ditfer from trust-based schemes in that their benefits and governance are prescribed by specific legislation, and
they are administered by local authorities. New members have not been admitted to the LGPS for several years, although benefit accrual
continues for a small number of existing members.

Contributicn rates are agreed for the three-year period untll the next valuation. The balance sheet position in respect of the LGPS funds is
restricted per the requirements of IFRIC14.
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37 Retirement benefit schemes continued

The Hull Trains Shared Cost Section of the Railways Pension Scheme
Hull Trains participatés in its own Section of the Railways Pension Scheme. This scheme, which remains open to new entrants, provides
salary-related benefits. Costs relating to accrual and to any deficit are shared with members.

The table below is set out to show the movements in the fair value of schemes' assets (Assets) along with the movements in the present
value of Defined benefit obligations (DBO) (Liabilities) for the Bus and Group and Hull Trains Defined Benefit schemes:

2023 2022
Assets Liabilities Assets Liabilities
£m £m £m £m
At beginning of period 2,930.1 2,571.7 2,732.4 2,792.8
Income statement
Operating
— Current service cost - 8.5 - 83
— Past service gain including curtailments and settlements - - _ _
Towloperang 85 83
Interest income/cost 7 S 84.0 725 573 56.0
Total income statement o 84.0 8.0 57.3 64.3
Amounts paid to/(from} scheme
Employer contributions {7.5) - 245.5 -
Employee contributions 1.2 1.2 1.3 1.3
Benefits paid __.uae 216 (188 (118.9
Total {127.9) (120.9) 128.3 (117.2)
Expected closing position 2,886.2 2,532.3 2.918.0 2,/39.9
Change in financial assumptions - (632.8} (220.6)
Change in demographic assumptions — {43.6) _ Y9
Employee share of changes 0.2 {1.6) 0.3 0.7}
Return on assets in excess of discount rate (719.5) - 1.8 -
Experience ) - 118.2 45.2
Total {719.3) {559.8) 12.1 1168.2)
At end of period 2,166.8 1,972.5 2,930.1 25717
Surplus/{deficit} before adjustment 194.4 458.4
Impact of shared cost (0.3} 1.4
Adjustment for irrecoverable surplus’ {196.7) (162.3)
Surplus in schemes o 374 - 197.5
The amount is presented in the consolidated balance sheet as follows:
Nan-current assets 4.6 203.0
Non-current Habih’}ire‘iﬁ ) 7.2) {5.5)
374 197.5

1 The Irrecoverable surplus represents the amount of the surplus that the Group could not recover through reducing future Gompany contributions to L GPS, see below.

Adjustment for First Bus irracoverable surplus
Movaements in the adjustment for the First Bus irrecoverable surplus were as follows:

2023 2022

£m £m

Ai beginning of pericd (162.3) (108.7)
Interest on irrecoverable surptus {4.7) {2.2)
Actuarial gain/loss) on irecoverable surplus 10.3 51.4)
At end of period {156.7} (162.3)
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Asset Allocation

Strategic report

Governance report

Financial statements

Quoted Unqueted Total
At March 2023 £m Em £m
Equity 145.9 164.4 3103
Other return seeking assets 220 56.8 78.8
Real estate - 21.9 219
Fixed income/liability driven 1,428.2 145.9 1,574.4
Other incorne generating - 1.1 1.1
Annuities - 129.6 120.6
Cash and cash equivalents 511 - 51.1
1,647.2 519.7 2,166.9
Quoted Unguoted Total
At March 2022 £m £m Em
Cquity 318.2 157.5 4757
Other return seeking assets 789 789
Real estats 19.4 7.9 2/.3
Fixed income/liability driven 1,664.5 (41.7) 1,622.8
Other income genarating 197.8 256.2 453.0
Annuities - 160.6 180.6
Cash and cash equivalents' 111.8 - 1118
2,311.7 618.4 2,830.1

(b} North America

Greyhound pension arrangements

Following the sales of all of the businesseas which the Group owned in North America, the Group retained certain responsibilities for the

provision of retirement benefits for a number of legacy schemes. These arrangements are described in the foliowing paragraphs.

The Group operates a single legacy defined bensfit arrangement in the US {2022: one), while in Canada, there is one funded lagacy plan
{2022: three) and a small unfunded supplementary executive retirement plan. Following the merger of three legacy plans, the Company has
given notice of its intention 10 terminate the Canadian plan.

Alt the North American plans are valued annually, to identify the funding positions in crder to determing the statutory funding requirements.
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The table below is set out to show the movements in the fair valug of schemes' assets (Assets} along with the movements in the present
value of Defined benefit obligations {DBO) (Liabilities) for the North American Defined bensfit schemas:

2023 2022
Assets Liabilities Assets Liabilities
£m £m L £m
Al beginning of pericd (including held for salg) 4124 408.7 437.8 567.2
Income statemeant
Operating
— Currert service cost - 21 - 3.0
— [Past service gain including curtailments and settlements - - a1.1) {108.7)
Total operating - 21 ®1.1) {108.7}
Interest income/cost 16.5 16.2 11.9 136
Total income statement 16.5 18.3 (69.2) {93.1}
Amounts paid to/(from) scheme
Ernployer contributions 4.5 - 102.0 -
Employee contributions - - _ .
Benefits paid (1679)”7 777(4679) 61.9) {61.9)
Total (42.9) (46.9) 40.1 o 61.9)
Expected closing position 386.5 380.1 408.7 4122
Change in financial assumptions - (27.2) {34.5)
Change in demaographic assumptions - - 1.1
Employee share of change in BBO - - - -
Return on assets in excess of discount rate {33.9) - {16.4) -
Experience - 1.6 - 9.z
Total {33.9) (25.6) {16.4) (24.2)
Currency gain/loss 14.2 15.0 201 20,7
At end of period ) 366.8 369.5 412.4 408.7
Surplus/{deficit)
Calculated as at 25 March {2.7) 3.7
Opening irrecoverable surplus {14.6)
Change in irrecoverable surplus 7.0 (13.8)
Currrﬂe[wcy gaindloss) on irrecoverable surp\ufsr ) 0.8 0.8)
Presented in the consolidated balance shest as Non-current liabilities (9.5} (10.9)
Asset Allocation
Quoted Unquoted Total
At March 2023 £m £m £m
Fixed income/iability driven 336.2 {27.2) 309.0
Cash and cash equivalents 818 0.3 57.8
393.7 {26.9} 366.8
Cuoted Unquoted Total
At March 2022 £m £m £m
Equity 174 - 17.4
Real estate - 24.9 249
Fixed income/liability driven 206.5 115.2 321.7
Cash and cash equiv: 49.6 (1.3 483
273.5 138.8 412.3
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37 Retirement benefit schemes continued

First Transit management contracts

The Group retained ten First Transit Management Contracts following the sale of First Transit in 2021, As at the balance sheet dats, the
Group's First Transit subsidiary companies sponsored a total of three single-emplayer pensian arrangements (2022: five). The Group is
indemnified against any pension liabiities by the relevant transit authorities, and pension costs are reimbursed as they fall due, The Group will
not retain any pension liability upon expiry of the contract or if the contracts are reassigned.

Details of the assets and liabilities of these schemes is as follows:

2023 2022

£m Em

Assets 14.0 281.6
Liabilities {21.8) {322.1)
Deficits in achemes {7.8) (40.5)
Amounts recoverable from contracting authorities - 7.8 40,5

N-et deficits in schemes - _

(¢) Rail contracts

The Railways Pension Scheme {(RPS)

The Group is responsible for collecting and paying contributions for a number of sections of the Railways Pension Scheme (RPS) as part of
its abligations under the contracts which it holds for its TOCs. These responsibilities continue for the periods of the TOCs and are passed to
future contract holders when those TOCs terminate. Management of the RPS is not the responsibility of the Group, nor is it liable to bensfit
from any future surglus or fund any deficit of those funds.

As at the balance sheet date, the Group sponsored six sections of the RPS, relating to its contracting obligations for its TOCs. The RPS
is managed by the Railways Pension Trustee Company Limited and is subject to regulation from the Pensions Regulator and relevant UK
legislation.

The RPS is a shared cost arrangement. All costs, and any deficit or surplus, are shared 60% by the employer and 40% by the members.

For the TOC sections, under the contractual arrangements with the DfT, the employer's responsibility is to pay the contributions following
triennial funding valuations while it operates the contracted services. These contributions are subject to change on consideration of future
statutory valuations. At the end of the contract, any deficit or surplus in the scheme secticn passes to the subseguent train operating
company with no compensating payments from or to the outgoing TOC.

The statutory funding valuations of the various Rail Pension Scheme sections in which the Group is involved (last finalised with an effective
date of 31 December 2013) and the 1AS 19 actuarial valuations are carried out for different purposes and may result in materially different
results. The IAS 18 valuation is set out in the disclosures below.

The accounting treatment for the time-based risk-sharing featurs of the Group’s participation in the RPS is not explicitly considered by 1AS
19 Employee Benefits (Revised). The contributions currently committed to being paid to each TOC section are lower than the share of the
service cost (for current and future service) that would normally be calculated under IAS 18 (Revised) and the Group does not account

for uncommitted contributions towards the sections’ current or expected future deficits. Therefore, the Group does not need to reflect

any deficit on its balance sheet. A TOC adjustment {asset) exists that exactly offsets any section deficit that would otherwise remain after
reflecting the cost sharing with the members. This reflects the fegal position that some of the existing deficit and some of the service costs in
the current year will be funded in future years beyond the term of the current contract and committed contributions. The TOC adjustment on
the balance sheet date reflects the extent to which the Group is not currently committed to fund the deficit.

Movements in the TOC contract adjustment in a pericd arise from and are accounted for as follows:

Anv servige gost for the period for which the contribution schedule requires ng contributions from the entity are reflected as an adjustment to
the service cost in the income statement, which is considered to be in line with paragraphs 92-94 of I1AS 19 (Revised).

Under circumstances where contributions are rensgotiated, such as following a statutory valuation, any adjustment necessary to reflact an
ohligation to fund past service cost will be recognised in the income staterment.

At the previous year end, we noted that The Pensions Regulator (TPR) had been in discussion with the RPS {the Scheme)} regarding the
assumptions used to determine the Scheme’s funding requiremeants. Discussions are ongoing, and the possibility remains of changas 1o
contributions that could impact all rail operators sponsoring this industry-wide scheme.
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TPR and the DfT had requested that the RDG co-ordinate the Train Operators’ involvement in an industry-wide review of Scheme's funding.
The RDG, comprising participants from each of the large owning groups, has been seeking to develop a framework which mests TPR,
DfT, RPS and RDG objectives. There has been centinuing engagement betweean the key parties during the year, and efforts to develop a
framework to take forward to a formal consultation are ongoing.

Management continues to believe that the protections contained within current contractual agreements with the DfT will allow the Scheme to
continue with its current funding strategy in the short term. Nevertheless, TPR believes that a higher level of funding is required in the longer
term, and the Group has bean engaged with the industry-wide project o consider the funding of the Scheme.

Management continues to believe that an approach that meets TPRs key objectives while maintaining stability and fairness, and retaining
protection against unacceptable risk, for both operators and scheme members, is achievable.

Management do not believe that the current EMAs and NRCs have impacted the position in relation to the Group’s funding obligations
towards the RPS sections and no alowance has thersfore been made within the disclosures for these Agreements.

The disclosed information has been set out to ilustrate the effect of this on the costs borne by FirstGroup. In particular, 40% of the costs,
gains or losses and any deficit are attributed to the members. In addition, the total surplus or deficit is adjusted by way of a ‘contract
adjustrment” which includes an assessment of the changes that will arise from contracted future contributions and which is the portion of the
deficit or surplus projected to exist at the end of the contract which the Group will not be required to fund ar benefit from.

Adjustment for

employee share of Contract
Assets Liabilities RFS deficits (40%) adjustment Net
£m £m £m £m £m
At 1 April 2022 3,790.6 {5,066.1) 510.2 765.3 -
Income statement
Operating
— Service cost - (236.7) 94.6 89.2 {52.9)
+Admin cost - (104) 4.2 e 82
Total operating S - (2471} 88.8 89.2 (59.1)
M,f o - 108.2 (138.1} 12.0 17.9 -
Total income statement 108.2 {385.2) 110.8 107.1 (59.1)
Amounts paid to/{from) scheme
Employer contributions 59.1 - {23.6) 236 59.1
Employee contributions 394 - (15.9) (23.6) -
Benefits paid (140.8) 140.8 - - -
Total (42.3) 1408 . L - 59.1
Expected closing positicn 3,856.6 (5,310.5) 581.6 872.3 -
Change in financial assumptions - 1,840.2 {736.1) (1,104.1) -
Return on assets in excess of discount rate (172.3) - 103.4 -
Experience - 206.5 -
Total (172.3) (794.2) -
At 31 March 2023 3,684.3 781 -
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Adjustment
for ermplovea
share of RPS Contract
Assets liabilities  deficits {(40%) adjustment MNet
£m £m £m £m £m
At 1 April 2021 3,3708 15,318.6) 778.2 1,168.8 -
Income statement
Operating
- Service cost - (253.4) 101.4 100.8 51.2)
- Admincost__ . B 1 -1/
Totaloperaling . - (264.5 1058 1008 679
Financing 659.4 (105.1) 14.3 2145
1come 694 @696 1201 1223 679
Amounts paid to/{from) scheme
Employer contributions 57.9 - (23.1) 2341 57.9
Employee contributions 37.9 - {15.2) (22.7) -
Bensfits paid ) (129.5) ) 129.5 - = -
Total o {33.8) o 1298 {38.3) i ’77_770.4 579
Expected closing position 3,408.2 (5.558.6) 861.0 1,291.4 -
Change in financial assumptions - 510.0 {(204.0) {306.03 -
Return on assets in excess of discount rate 3384.4 . {153.8) (230.7) -
Experience ) - ) {17.5) 7.0 o 105 -
Total N ) ) 3534.4 492.5 (350.8) 526.1) o
At 31 March 2022 3,790.6 (5,066.1) 5102 7653 -

During the year £10.4m {2022 £11.1m) of gross administrative expenses were incurred, included in benefits paid above.
Finance costs above include interest income of £64.9m {2022: £41.6m) and employee share of interast on assets of £43.3m (2022 £27.8m)

Income staternent charges on liabilites above of £385.2m (2022; £362.6m) reprasent:

2023 a022

£fm £m

Current service costs 1482 158.8
Interest costs 829 83.1
Employee share of change in DBO {net attributable to contract adjustment) o o 154.1 147.9
385.2 369.8
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Asset Allocation

Quoted Unquoted Total

At 25 March 2023/31 March 2023 £m £m £m
Equity - 2,069.3 2,069.3
Other return seeking assets - 1,177.8 1,177.8
Real estate - 426.5 426.5
Gash and cash equivalents 10.7 - 10.7
10.7 3,673.6 3,684.3

Quoted Unguoted Total

At 26 March 2022/31 March 2022 £m £m £m
Equity 2,2419 2,241.9
Other return seeking assets . 1,089.7 1,080.7
Real estate 450.8 450.8
Cash and cash equivalents 8.2 - 8.2
8.2 3,782.4 3,790.6

The Rail contracts’ assets are invested in pooled funds created specifically for the Rail schemes. As such, these assets have been
categorised as unguoted.

(d) Valuation assumptions
The valuation assumptions used for accounting purposes have been made uniform to Group standards, as appropriate, when each scheme
is actuarially valued.

North MNorth
First Bus First Rail America First Bus Frrst Rail America
2023 2023 2023 2022 2022 2022
Yo % % o %o 9t
Key assumptions used:

Discount rate 4.67 - 4.69 480 466-492 291-29/ 283 3./2 419
Expected rate of salary increases 3.51 3.22 n/a 4.01 3.43 n‘a
Inflation — GPI 2.51-2.56 2.72 20 289-3.01 2.93 20
Futyre pension increases 2.532 272 n/a 2.68° 2.93 na

Post-retirement rmortality (ife expectancy in years)'
Current pensioners at 65: 194 20.7 19.7-216 19.9 2086 19.7-215
Future pensioners at 65 aged 45 now: 19.8 222 2M.3-2286 21.4 221 212 228

1 1ife expectancies reflect the largest underlying plans in each region.
2 Vyeighted average for principal scheme.

The Group reviews its longevity assumptions for each schame following completion of funding valuations. The assumptions adopted reflect
recert scheme experiance and views an futura longevity which may include industry specific adjustment where appropriate. The Group
obtains specialist actuarial advice before agreeing longevity assumpticons.

{e) Sensitivity of retirement benefit obligations to changes in assumptions

The method used to derive the sensitivities is the same as that used to calculate the main disclosures. The exception is longevity where we
have instead applied a general rule that one year's extra life expectancy adds ¢.3% to the defined bensfit obligation twith resultant impacts
on rail and irrecoverable surplus adjustments), This is cansistent with the method applied to deriving last year's sensitivities,

A 1.0% movement in the discount rate would impact the balance sheet position by approximately £218m. A 0.5% movement in the inflation
rate would impact tha balance sheet position by approximately £67m. A one-year movement in life expectancy would impact the balance
sheet pasition by approximately £52m.

Management considers that the figures provide a suitable indication of the potential impact of reasonably possibie changes in the financial
assumptions and one-year change in the mortality assumption. No allowance has been made for any conseguent change in the value of
assets held.
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37 Retirement benefit schemes continued

(f) Consolidated statement of comprehensive income
Amounts presented in the consolidated statement of comprehensive income comprise:

2023 2022

£m £m

Actuarial gain on DBO 2,079.7 B84.3
Actuarial (lossy/gain on assets {925.7) 380.1
Actuarial {lass) an contract adjustments (1,323.7) 1876.9)
Adjustrent for irrecoverable surplus B 18.8 65.2)
Actuarial (losses)/gains on defined benefit schemes {150.9) 122.3

(g) Cash contributions
The estimated amourits of employer contrinutions expected to be paid to the defined benefit schemes during the 53 weeks ending
30 March 2024 is £64m based on current contributions schedules in force (26 March 2023 £70m).

(h) Risks associated with defined benefit plans:
Generally the number of employees in defined benefit plans is reducing rapidly, as these plans are largely closed to new entrants, and in
most cases to future accrual. Conseguently, the number of defined contribution members is increasing.

The First Bus Pension Scheme and the FirstGroup Pension Scheme both closed to future accrual on 5 April 2018. This change will serva to
limit the risks associated with defined benefit pension provision by the Group

Despite remaining open to new entrants and future accrual, the risks posed by the RPS are limited, as under the contractual arrangements
with DfT, the First Rail TOGs are not responsible for any residual deficit at the end of a contract, As such, there is only short-term cash fiow
risk within this business.

The key risks relating to the other defined benefit pension arrangements and the steps taken by the Group to mitigate them are as follows:

Risk

Description

Mitigation

Asset volatility

Thes liabilities are calculated using a discount rate

set with referance to corporate bond yields; if assets
undsrperform this yield, this will create a deficit. The
assets held in the defined benefit arrangements are
intended to meet the long-term funding objectives of
those arrangements, and therefore results in some
risk inthe short term and has the potential for material
adverse movements relative to the liabilities as valued
for accounting purposes.

Inflation risk

Uncertainty over level
of future contributions

A significant proportion of the UK benefit obligations
are linked to inflation and higher inflation will lead to
higher fiabilities.

Agset liability modelling has been undertaken to
ensure that any risks taken are expected to be
rewarded and, in relation to the Company’s largest
pension exposures, further work is being undertaken
10 ensure that the investment strategy remains the
most appropriate.

Investment strategy reviews have led to i_r-wcreased
inflation hedging, mainly through swaps or holding

Contributions to defined benefit schemes can be
unpredictable and volatile as a resuit of changes in
the funding level revealed at sach valuation.

The Group engages with the trustees and plan
managers to consider how contribution reguirements
can be made more stable. The level of volatility and
the Group’s ability to control contribution levels varies
between arrangements,

Life expectancy

Legislative risk

The majority of the scheme’s cbligations are to
provide benefits for the life of the member, so
increases in life expectancy will result in an increase in

W libititien,

Linking retirement age to State Pension Age {as in The
First Bus Pension Scherme and LGPS) has mitigated
this risk to some extent, An annuity buy-in has further
mitigated this nak m one of the LEFS arangeents.

Future legislative changes are uncertain. In the past
these have led to increases in obligations, through
introducing pension increases, vesting of deferred
pensions, equalisation of certain benefits for men and
women or reduced investment return through the
ability to reclaim Advance Corporation Tax.

The Group receives professional advice on the impact
of legislative changes.
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38 Related party transactions

Transactions batween the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not
disclosed in this note.

Remuneration of key management personnel

The remuneration of the Directors, which cornprise the plc Board who are the key management personnel of the Group, is set out below in
aggregate for each of the categories specified in 1AS 24 Related Party Disclosures. Further information about the remuneration of individual
Directors is provided in the Annual report on remuneration on pages 118-133.

2023 2002

£m £m

Basic salaries’ 1.7 1.6

Banefits in kind - -

Fees 0.8 09
Share-based payment ) ) 2.5 26 i

5.0 5.1

1 Basic salaries include cash emoluments in licu of retirerment benefits, bonuses and car allowances.

39 Events after the reporting period

= On 11 May 2023, the Department for Transport (DIT) confirmed that it would not 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 Df I appointed
its Operator of Last Resort to take over delivery of passenger services on the TPE network,

w ] he sale of the Bus division’s depot at Empress Road, Southampton, which was disclosed ag held for sale at 25 March 2023, completed
on 3 Aprit 2023 with proceeds in line with the held for sale valuation.

= First Transit earnout crystallised following complstion of the sale of the First Transit business by EQT Infrastructure in March 2023, with
estimated proceeds of ¢.$89m anticipated in H1 FY 2024.

® i May 2023, the DT announced a two-year funding settisment for bus aperators 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 than at £2.50 until
November 2024,
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40 Information about related undertakings
In accordance with Section 409 of the Companies Act 2006, a full list of subsidiaries and equity accounted investmants as at 25 March 2023
is disclosed below. Unless otherwise stated, the Group's shareholding represents ordinary shares held indirectly by FirstGroup plc, the
entities ara unlisted, and have one type of ardinary share capital, the year end is 25 March. The Group's intersst in the voting share capital is
100% unless otherwise stated. No subsidiary undertakings have been excluded from the consolidation:

Subsidiaries — wholly owned and
incorporated in the United Kingdom

A E & F R Brewer Limited,** Heol
Gwyrosydd, Penlan, Swansea, SA5 7BN

Airport Buses Limited,® Bus Depot,
Westway, Chelmsford, Essex, CM1 3AR

Airport Coaches Limited,® Bus Depot,
Westway, Chelmsford, Essex, CM1 3AR

Airporter Limited,3” 21 Arthur Street,
Belfast, BT1 4GA

Butler Woodhouse Limited,® Bus Depot,
Westway, Chelmsford, Essex, CM1 3AR

Cawlett Limited,* Enterprise House,
Easton Road, Bristol, B85 007

CCB Holdings Lirnited {03128545),*
8th Floor, The Point, 37 North Wharf Road,
London, W2 1AF

CentreWest Limited (02844270},°
8th Floor, The Point, 37 North Wharf Road,
Landon, W2 1AF

CentreWest London Buses Limited,®
ath Floor, The Point, 37 North Wharf Road,
London, W2 1AF

CentreWest ESOP Trustee (UK) Limited,®
8th Floor, The Point, 37 North Wharf Road,
London, W2 1AF

Chester City Transport Limited,® Bus
Depot, Wallshaw Street, Oldham, OL1 3TR

Crosville Limited,® Bus Depot, Wallshaw
Street, Otdham, OL1 3TR

Don Valley Buses Limited,® Olive Grove,
Sheffield, South Yorkshire, S2 3GA

East Coast Trains Limited,* 8th Floor,
Tha Moin, 37 North Wharl Hoad, London,
W2 1A

East West Rail Limited,*® 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

ECOC (Holdings} Limited,® Bus Depot,
Westway, Chelmsford, Essex, CM1 3AR

Ensign Bus Company Limited,” The Rifle
Range, Juliette Close, Purfleet Industrial
Park, Aveley, South Ockendon, Essex,
RM15 4YF

Evolutionary Rail Limited,5? 8th Flcor,
The Point, 37 North Wharf Road, London,
W2 1AF

FB Canada Holdings Limited
{SC356482),>* 395 King Street, Aberdeen,
AB24 5RP

FG Canada Investments Limited
(SC356484},>* 385 King Street, Aberdesen,
AB24 5RP

FG Properties Limited,*® 8th Ficor,
The Point, 37 North Wharf Road, London,
W2 1AF

FGl Canada Holdings Limited
(SC356485),*4 395 King Street, Aberdeen,
AB24 5RP

First Aberdeen Limited,®” 395 King Street,
Aberdeen, AB24 5RP

First Beeline Buses Limited,?” Hoeford,
Gosport Road, Fareham, Hampshire,
PO16 08T

First Bus Central Services Limited,*?
8th Floor, The Point, 37 North Wharf Road,
London, W2 1AF

First Bus Pension GP Limited,* 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

First Caledonian Sleeper Limited,*®
395 King Street, Aberdeen, AB24 5RP

First Capital Connect Limited,3%® 8th
Floor, The Point, 37 North Wharf Road,
London, W2 1AF

First Capital East Limited,® Bus Depaot,
Waestway, Chelmsford, Essex, CM1 3AR

First Capital North Limited,* 8th Floor,
The Peinl, 37 N iy W [ RBuad, Lonigon,
W2 1AF

First CentreWest Buses Limited,s
8th Floor, The Point, 37 North Wharf Road,
London, W2 1AF

First City Line Ltd,* 8th Flocr, The Point,
37 North Wharf Road, London, W2 1AF

First Coaches Limited,® Enterprise House,
Easton Road, Bristol, BSH 0DZ

First Customer Contact Limited,?*®
8th Floor, The Point, 37 North Wharf Road,
London, W2 1AF
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First Cymru Buses Limited,>” Heol
Gwyrosydd, Penltan, Swansea, SAH 78BN

First Dublin Metro Limited,>® 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

First Eastern Counties Buses Limited,”
Davey House, 7b Castle Meadow, Norwich,
Narfolk, NR1 3DE

First Essex Buses Limited,” Bus Depot,
Westway, Chelmsford, Essex, CM1 3AR

First European Holdings Limited
(05113697),"** 8th Floor, The Point,
37 North Wharf Road, London, W? 1AF

First Games Transport Limited,®
8th Floor, The Point, 37 North Wharf Road,
London, W2 1AF

First Glasgow Limited,** 100 Cathcart
Road, Glasgow, G42 78H

First Glasgow {No.1) Limited,”
100 Cathcart Read, Glasgow, G42 7BH

First Glasgow {No.2) Limited,*’
100 Cathcart Road, Glasgow, G42 7BH

First Great Western Limited,> 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

First Great Western Trains Limited,>*
8th Floor, The Paint, 37 North Wharf Road,
London, W2 1AF

First Greater Western Limited,” 8th
Floor, The Point, 37 North Wharf Road,
London, W2 1AF

First Hampshire & Dorset Limited,’
Hoeford, Gosport Road, Fareham,
Hampshire, PO16 OST

First Infermation Services Limited
{SC288178),"** 395 King Strest, Aberdeen,
AB24 BRP

First International (Holdings) Limited
(08743641),'** 8th Floor, The Point, 37
North Wharf Road, London, W2 1AF

First International No.1 Limited
{08746564),*5 8th Floor, The Paint,
37 North Wharf Road, London, W2 1AF

First Manchester Limited,>” Wallshaw
Street, Oldham, OL1 3TR
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40 Information about related undertakings continued

First Merging Pension Schemes
Limited,® 8th Flocr, The Paint, 37 North
Wharf Road, London, W2 1AF

First Metro Limited,*® 8th Floor, The Point,
37 North Wharf Road, London, W2 1AF

First Midland Red Buses Limited,®’
Abbey Lane, Leicester, England, LE4 ODA

First North West Limited (02862042),3+
Wallshaw Street, Oldham, OL1 3TR

First Northern Ireland Limited,*”
21 Arthur Street, Belfast, BT1 4GA

First Pioneer Bus Limited,°
Wallshaw Street, Oldharm, OL1 3TR

First Potteries Limited,*” Abbey Lane,
Leicester, England, LE4 ODA

First Provincial Buses Limited,* 8th Flocr,
The Point, 37 Norih Wharf Road, London,
W2 1AF

First Rail Holdings Limited,"** 8th Floor,
The Peint, 37 North Wharf Road, London,
W2 1AF

First Rail Procurement Limited,'32*
8th Floor, The Point, 37 North Wharf Road,
Londoen, W2 1AF

First Rail Support Limited,* 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

First ScotRail Limited,*5¢ 395 King Street,
Aberdeen, AB24 bRP

First ScotRail Railways Limited,°
395 King Street, Aberdeen, AB24 5RP

First Shared Services Limited,®
395 King Straet, Aberdean, AB24 5RP

First South West Limited,*” Union Street,
Camborne, Gornwall, TR14 8HF

First South Yorkshire Limited,” Olive
Grove, Sheffield, Scuth Yorkshire, $2 3GA

First Student UK Limited,® 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

First Thameslink Limited,® 8th Floor,
The Pegint, 37 North Wharf Read, London,
W2 1AF

First Trains Limited,>? 8th Flocr, The Point,
37 North Wharf Road, London, W2 1AF

First TransPennine Express Limited,™®
8th Floor, The Paoint, 37 North Wharf Road,
London, W2 1AF
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First Travel Solutions Limited,” Unit 5
Petre Court, Petre Road Clayton Business
Park, Clayton Le Moors, Accrington,

BB5 5HY

First Wessex National Limited,®
Enterprise House, Easton Road, Bristol,
Bss oDZ

First West of England Limited,” Enterprise
Hacuse, Easton Road, Bristol, BSS 0DZ

First West Yorkshire Limited,” Hunslet
Park Depot, Donisthorpe Street, Leeds,
West Yorkshire, LS10 1FL

First York Limited,®" | lunslet Park Depot,
Danisthorpe Street, Leeds, West Yorkshire,
LS10 1PL

FirstBus (North} Limited,"3 8th Flcar,
The Point, 37 North Whart Road, Landon,
W2 1AF

FirstBus (South) Limited,">* 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

FirstBus Group Limited,* 8th Floor,
The Point, 37 Nerth Wharf Road, | ondon,
W2 1AF

FirsiBus Investments Limited
{02205797),*34 8th Flocr, The Point,
37 North Wharf Road, London, W2 1AF

FirstGroup American Investments
{SC330038),2+ 394 King Strest, Aberdeen,
AB24 5RP

FirstGroup Canadian Finance Limited
{03486937},'3¢ 8th Floor, The Point,
37 North Wharf Read, London, W2 1AF

FirstGroup Construction Limited,®
8th Floor, The Point, 37 North Wharf Road,
London, W2 1AF

FirstGroup Holdings Limited,"® 8th Flcor,
The Point, 37 North Wharf Road, Londen,
W2 14AF

FirstGroup Pension GP Limited,* 8th
Floor, The Point, 37 North Wharf Road,
London, W2 1AF

FirstGroup (QUEST) Trustees
Limited,"5*® 8th Floor, The Point, 37 North
Wharf Road, London, W2 1AF

FirstGroup US Finance Limited
(SC330060),'35 395 King Street, Aberdeen,
AB24 5RP

FirstGroup US Holdings (SC330054),*4
395 King Street, Aberdeen, AB24 5RP
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Fleetrisk Management Limited,*
Olive Grove, Sheffield, South Yorkshire,
82 3GA

G.E. Mair Hire Services Limited,®
395 King Street, Aberdeen, AB24 5RP

G.A.G. Limited,™ Enterprise House,
Easton Road, Bristol, BSE 00Z

GB Railways Group Limited,"#*¢
8th Floor, The Point, 37 North Wharf Road,
Londen, W2 1AF

Great Western Trustees Limited,>°
Milford House, 1 Milford Street, Swindon,
SNT 1HL

Grenville Motors Limited,? 8th Floor,
The Point, 37 North Wharf Road, Londan,
W2 1AF

Greyhound Limited,” 8th Floor, The Point,
37 North Wharf Road, London, W2 1AF

GRT Bus Group Limited {SC114203),'2+
395 King Street, Aberdeen, AB24 5RP

Gurna Limited,* Bus Depot, Westway,
Chelmsford, Essex, CM1 3AR

Halesworth Transit Limited,* Bus Depot,
Waestway, Chelmsford, Essex, CM1 3AR

Hampshire Books Limited,® 8th Floor,
The Point, 37 North Wharf Road, Lonclon,
W2 1AF

Hull Trains Company Limited,”® The
Paint, 8th Floor, 37 North Wharf Road,
London, England, W2 1AF

Indexbegin Limited,® Hunsfet Park Depot,
Donisthorpe Street, Leads, West Yorkshire,
LS10 1PL

KCB Limited,® 100 Cathcart Road,
Glasgow, G42 7BH

Kelvin Central Buses Limited,®* 100
Cathcart Road, Glasgow, G42 7BH

Kelvin Scottish Omnibuses Limited,®
100 Cathcart Road, Glasgow, G42 7BH

Kirkpatrick of Deeside Limited,® 385
King Street, Aberdeen, AB24 5RP

Lynton Bus and Ceach Limited,®
Bus Depot, Westway, Cheimsford, Essex,
CM1 BAR

Lynton Company Services Limited,®
Bus Depot, Westway, Chelmsford, Essex,
Ch1 3AR

Mainline Partnership Limited,*
Olive Grove, Sheffisld, South Yarkshire,
52 3GA
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Midland Travellers Limited,®
Hunslet Park Depot, Donisthorpe Street,
Leeds, West Yorkshire, LS10 1PL

Mistral Data Limited,*® 8th Floor,
The Peint, 37 North Wharf Road, London,
We 1AF

North Devon Limited,® 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

Northampton Transport Limited,
Bus Depot, Westway, Chelmsford, Essex,
CM1 3AR

Project Coral Limited,* 8th Floor,
The Point, 37 North Wharf Road, London,
W2 1AF

Quickstep Travel Ltd,® Hunslet Park
Depot, Donisthorpe Street, Leads,
West Yorkshire, LS10 1PL

Reiver Ventures Properties Limited,*
Carmuirs House, 300 Stirling Road, Larbert,
Stirlingshire, FK& 3NJ

Reiver Ventures Limited,® Carmuirs
House, 300 Stirling Read, Larbert,
Stiringshire, FIKS 3NJ

Reynard Buses Limited,* Hunslet Park
Depot, Donisthorpe Street, Leeds, West
Yorkshire, LS10 1PL

Rider Holdings Limited {02272577),%*
Hunslet Park Depot, Denisthorpe Street,
Leads, West Yorkshire, LS10 1PL

Rider Travel Limited,® | lunslet Park Depot,
Donisthorpe Street, Leeds, West Yorkshire,
LS101PL

Scott’'s Hospitality Limited,® 8th Floor,
The Point, 37 North Wharf Road, Londaon,
W2 1AF

Sheafline (S.U.T.) Limited,® Olive Grove,
Sheffield, South Yarkshire, 32 3GA

Sheffield & District Traction Company
I imited,® Olive Grovo, Shefficld,
South Yorkshire, 32 3GA

Sheffield United Transport Limited,®
Olive Grove, Sheffield, South Yorkshire,
52 3GA

Skillplace Training Limited,’ Heol
Gwyrosydd, Penlan, Swansea, SAS 7BN

Smiths of Portland Limited,’ Enterprise
House, Easton Road, Bristol, BS5 0DZ

SMT Omnibyses Limited,’ Carmuirs
House, 300 Stirling Read, Larbert,
Stirlingshire, FK5 3NJ

Somerset Passenger Solutions Ltd,37
J24 Hinkley Point C, Park and Rids,
Hunlworth Business Park, Bridgwater,
TAG 8TS

Southampton CityBus Limited,%* 8th
Floor, The Point, 37 North Wharf Road,
London, W2 1AF

Southampton City Transport
Company Limited,* 8th Floar, The Point,
37 North Wharf Road, Londorn, W2 1AF

Strathclyde Buses Limited,®
100 Cathcart Road, Glasgow, G42 7BH

Streamline Buses (Bath) Limited,*®
Enterprise House, Easton Road, Bristal,
BS5 002

Taylors Coaches Limited,” Enterprise
touse, Easton Road, Bristol, BSS 0DZ

The FirstGroup Pension Scheme
Trustee Limited,? 8th Floor, The Point,
37 North Whart Boad, Londan, W2 1AF

The First UK Bus Pension Scheme
Trustee Limited,® 8th Floor, The Paint,
37 North Wharf Road, London, W2 1AF

Totaljourney Limited,%® 8th Flocr,
The Point, 37 North Wharf Road, London,
W2 1AF

Tram Operations Limited,™® Tramlink

Dapot, Coomber Way, Croydon, CRO 4TQ

Transportation Claims Limited,®
Aquis House, 49-51 Blagrave Street,
Reading, RG1 1PL

Truronian Limited,*° 8th Flocr, The Point,

37 North Wharf Road, London, W2 1AF

West Dorset Coaches Limited,*
Enterprise House, Easton Read, Bristal,
Bss 0DZ7

Western National Holdings Limited,*

8th Floor, The Point, 37 North Wharf Road,

London, W2 1AF

Subsidiaries — wholly owned and
incorporated in the United States
of America

Durham City Transit Company,” 600 Vine
Street, Suite 1400, Cincinnati, Ohio 45202

FirstGroup Management,® Inc. 600 Vine
Street, Suite 1400, Cincinnati, Chio 45202

FirstGroup Services,® Inc. 600 Vine Strest,
Suite 1400, Gincinnati, Ohio 45202

l.aidlaw Transportation Holdings,®
Inc. 600 Vine Street, Suite 1400, Cincinnati,
Chio 45202

Transit Management of Dutchess
County,” Inc. 800 Vine Street, Suite 1400,
Cincinnati, Chio 45202

Transit Management of Racine,”
Inc. 800 Vine Street, Suite 1400, Cinginnati,
Ohic 45202

Transit Management of St Joseph,”
Inc. 600 Vine Street, Suite 1400, Cincinnati,
Ohio 45202
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40 Information about related undertakings continued

Subsidiaries - nct wholly owned hut
incorporated in the United States
of America

Transportation Realty Income Partners
LP (50%,),7 600 Vine Street Suite 1400,
Cincinnati, Ohio 45202

Subsidiaries — wholly owned and
incorporated in lreland

Aeroporto Limited,* 25-28 North Wall
Quay, Dublin

Last Passive Limited,” 25-28 North Wall
Quay, Dublin

Subsidiaries — wholly owned and
incorporated in Panama

First Transit de Panama, Inc.?
Morgan & Morgan, Costa dal Este,
MMG Tawer, 23" Floor, Panarma City

Directly owned by FirstGroup plc.

hv]

Subsidiaries — wholly owned and
incorporated in Canada

GCT Holdings Lid,* Blake, Cassels &
Graydon LLP, 3500, 855 — 2 Straet SW,
Calgary, Alberta, T2P 4.8

GCT Investment Limited Partnership,*
Blake, Cassels & Graydon LLP, 3500, 855 -
2 Street SW, Calgary, Alberta, T2P 448

Greyhound Canada Transportation
UL.C, Blake, Cassels & Graydon LLE,
595 Burrard Straet, PO, Box 48314, Suite
2600, Three Bentall Centra, Vancouver,
British Columbia V7X 1L.3

Subsidiary not wholly owned but
incorperated in Canada

GACCTO Limited (50%),° 130 King Street
Waest, #1600, Taronto, Ontario M5X 145

cumulative preference shares and 94% of its ordinary shares.

Primary business is a holding company
Primary business is a dormant company

m ~ ;B s

9 Rail companies with 31 March year end

Primary business is an intragroup financing company
Primary business is the provision of transportation services
Primary business is an administrative or support services company

Subsidiaries not wholly owned but
incorpeorated in the United Kingdom

Careroute Limited (80%),® 8th Floor, The
Paoint, 37 North Wharf Road, London, W2
1AF

First/Keolis Holdings Limited (55%),"*5°
8th Hoor, The Paint, 37 North Whart Road,
London, W2 1AF

First/Keolis TransPennine Holdings
Limited (55%),>*? 8th Floor, The Point,
37 Norih Wharf Road, London, W2 1AF

First/Keolis TransPennine Limited
(55%3,%%9 8th Floor, The Point, 37 North
Wharf Road, London, W2 1AF

First MTR South Western Trains Limited
(70%]},™ 8th Flocr, The Point, 37 North
Wharf Road. London, W2 1AF

First Trenitalia East Midlands Rail
Limited (70%j,%¢ 8th Ficor, The Point,
37 North Wharf Road, L ondon, W2 1AF

First Trenitalia West Coast Rail Limited
{70%),7® 8th Floor, The Point, 37 North
Wharf Road, Londen, W2 1AF

Leicester CityBus Benefits Limited
(94%),% Bus Depot, Westway, Chelmsford,
Essex, CM1 3AR

Leicester CityBus Limited (94%),%%7
Abbey Lane, Leicester, England, LE4 0DA

LCB Engineering Limited (94%),°
Bus Depot, Wastway, Chelmsford, Essex,
CM1 3AR

Subsidiary not wholly owned out
incorporated in India
Transit Operations Private Limited
(99.95%),” Lentin Chambers, 2nd Floor, Dalal
Street, Fort Mumbai, 400023

All shares held In subsidiary undertakings are ordinary shares, with the exception of Leicester CityBus Limited wheare the Group owns 100% of its redeemable

Faor the year ending 25 March 2023 these subsidiaries are exempt from audit of indindual accounts under $4794 of the UK Companies Act 2006.

GCertain pension partnership structures (FirstBus Pension Limited Partnersinip and FirstGroup Pension Limited Partnership) were implemented dunng the 52 weeks
ending 26 March 2022, These structures wvolved the creation of spacial purpose vehicles (SPVs) ta hold cash ta fund the Bus and Group pension schemes if required,
based on a designated funding mechanism. The first accounting period end for these SPVs was 31 March 2023. The 8PVs are consolidated into FirstGroup ple's
consolidated acgounts, and therefore under Partrership {Accounts) Regulations 2008, Regulation 7, the SPVs are exempt fram the requirement to prepare individuat

entity annual accounts.
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2023 2022 2021 2020 2m9
Consolidated income statement (includes discontinued opearations) £m £m £m £m £m
Group revenue 4,759.0 5588.0 6,844.8 7, 754.6 71269
Operating profit before amortisation charges and other adjustments 154.4 226.8 220.4 256.8 314.8
Amortisation charass Q.4 .1 {4.4) (1.8
Dther adjustmenits 308 579.7 89.7 (404.8) 1292.9)
Operating profit/{loss) 185.2 806.1 285.8 {1562.7) 9.8
Finance costs {69.3) {153.5) (172.0) (146.9) (107.7)
Investment income 128 1.5 20 - -
Profit/loss) before tax 128.7 6541 1158 {289.6) 97.9)
Tax 33.9) (12.1) {24.7) {25.0) (10.1)
Profit/loss) for the year 953 642.0 g1 (324.6) {108.0)
EBITDA 755.8 8621 11789 1,108.9 670.3
Per share measures ) pence pence _pence pence pence
Adjusted continuing EPS 106 1.6 {3.5) 8.8 13.3
Basic EPS 11.8 80.2 8.5 (27.0) (5.5)
Dividend per share 3.8 1.1 - - -
Consolidated balance sheet o £n'_|_ 7777777 - £m ~Em _ Em £rm
Non-current assets 2,651.9 2267.2 2,641.2 6,2251 4,003.5
Net current (liabilities)/assets {253.9) (546.8) (876.8) (701.9) 10.7
Non-current liabilities (1,530.9) (753.9) 2,817.7) (3,927.5) {1,958.9)
Held for sale — continuing operations 8.3 - - - -
Held for sale — discontinued cperations 0.6 38.5 23429 - -
Non-current provisions 7(7‘!25.2) {120.7) (135.5) {(419.0) (532.0)
Net assets 750.8 885.1 1,1541 1176.7 1,523.3
Share data
Number of shares inissue millions ~ millions mirlrlrioms mil\ion; millions
At year end 750.6 750.2 12218 1,2195 1,2139
Averags (excluding treasury shares and shares in trusts) 739.5 1,057.5 1.203.6 1,2109 1,205.9
Bhare price pence pence _pence pence pence
At year end 101 107 22 50 91
High 140 107 95 138 117
Low 94 /3 3 28 79
Market capitalisation £m em gEm £m m
At year end 760 803 1,124 610 1,105

2023 2022 2021 2020 2019
Caontinuing operations £m £m £m £m £m
Revenue 4,755.0 4,581.1 4,318.8 4,039.6 3,506.1
Adjusted operating profit 161.0 106.7 1 172_2 813 g1.7
Operating profit/{loss) 153.9 122.8 171.0 38.2 {94.8)
EBITDA 7624 731.2 782.8 £523.3 P0R.0

2023 2022 2021 2020 2019
First Bus £m £m £m £m em
Revenue 902.5 789.9 6989 8359 876.1
Adjusted operating profit 534 452 366 461 85.1
Operating profit/loss) a1 4 . 45.2 30.8 32.4 274
EBITDA 120.9 104.4 100.8 113.2 119.7
First Rail
Revenue 3,893.2 3,801.2 3619.9 3,203.7 2,666.7
Adjusted operating profit 1248 87.8 108.1 704 68.8
Operating profit/{loss) 124.8 91.8 203.8 69.3 (r7.1)
EBITDA 661.0 £549.9 7111 540.3 127.4
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Company balance sheet
As at 25 March

2023 2022
Note £m £m

Non-current assets
Trade and other receivables 3 506.9 376.4
Derivative financial instruments 4 at Q.2
Investments i 5 740.7 21478
) 1,247.7 2,524.6

Current assets

Cash and cash equivalents
Trade and other receivables

Total assets

Current hiabilites T S
Trade and other payables 14 313.3 1,518.4
Derivative financial instruments 4 0.1 -~
) ) ) 3134 15184
Net current assets/(liabilities) 648 (1,330.1)
Non-current liabilities
Ede and other payables ) ) -~ 7 B 7 71 84.2 189.9
- , - 1842 1999
Total liabilities 497.6 1,718.3
Net assets 1,128.3 994.5
Equity
Share capital 8 3715 37.5
Share premium 693.2 692.8
Other reserves 117.2 167.3
Own shares 9 {15.4) 2.0
Retained earnings ) ) ) ) 3 ) - - 2958 1059
Total equity 1,128.3 984.5

The Company reported a profit for the 52 weaeks ending 25 March 2023 of £232.3m (2022: loss of £150.8m).

Ryan Mangoid
28 June 2023

Caompany number SC157176
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Company statement of changes in equity

For the 52 weeks ended 25 March

Capital
Share Share Own Hedging Merger  Capital Redemption Retained Total
capital  premium shares  reserve reserve  reserve reserve  eamings equity
£m £m £m £m £m £m £m £m £m
Balance at 28 March 2021 61.1 689.6 9.0} {10.0) B4.0 938 1.9 761.8 1,653.2
Loss for the year - - - - - - {160.8) {150.8)
Other comprehensive {loss)/income for the year - 0.2) - - - 6.2 8.0
Total comprehensive loss for the year - - - 0.2) - - (144.8) (144.8)
Transactions with owners in their capacity as
owners
Shares issued Q.2 3.2 - - - - - - 3.4
Sharss bought back and cancelledt (23.8) - - - - 17.8 (500.0)  (506.0)
Movement in EBT and treasury shares - - - - - - - (18.8) (16.8)
Share-based payments - - - - 5.4 54
Balance at_2_6 March 2022 B592.8 9.0) 10.2) 640 938 19.7 106.9 994.5
Balance at 27 March 2022 a75 6928  (80) (10.2) 640 938 19.7 1059 9945
Profit/{loss) for the year - - - - - - 2323 2323
Other comprehensive {foss)/income for the year - - - 0.0 - - 0.0
Total comprehensive gain/{loss) for the year - - - 0.0 - - 232.3 2323
Transactions with owners in their capacity as
owners
Shares issued - 0.4 _ - - _ — 0.4
Shares bought back but not yet carcelled - - - - - - (31.8)  (31.6)
Liability for sharas not yet bought back - - - - - - {43.9) (43.9)
Movernent in EBT and treasury shares - - (6.4) - - - (8.6) (15.0)
Share-based payments - - - - - - 6.4 6.4
Dividends paid - - - - - - - {14.8) (14.8)
Reclassffication {o retained earnings - - = - 30.9) - = 501 -~
Balance at 25 March 2023 37.5 693.2 (15.4) (102 139 038 19.7 2058 1,1283
Merger reserves relating to disposal of investments for gualifying consideration and those relating to the extent related investments are
impaired are considered realised and transferred to retained earings.
The non-distributable portion of retained earnings Is £32.7m (2022 £35.0m).
FirstGroup Annual Report and Accournts 2023 o7



Introduction Strategic report Governance report Financial statements

Notes to the Company financial statements

1 Significant accounting policies

Basis of accounting

The separate financial statements of the Company are pressnted as required by the Companies Act 2008. The financial statements
have been prepared on a historical cost basis, except for the revaluation of certain financial instruments and on a going concem basis as
described in the going concern statement within the Strategic report on pages 04-82.

The Company meets the definition of a qualifying entity under Financial Reporting Standard (FRS 101) ‘Reduced Disclosure Framework’
issued by the Financial Reporting Council. Accordingly, these financial statements have been prepared in accordance with FRS 101.

As permitiad by FRS 101, the Company has taken advantage of the disclosure exemptions available under that standard in relation to
share-based payment, financial instruments, capital management, presentation of a cash flow statement, certain related party transactions
and the reguirement to present a staterment of financial position as at the beginning of the preceding pericd when an entity applies an
accounting policy retrospectively or makes a retrospective restaterment of its financial statements.

The financial statements for the 52 weeks ending 25 March 2023 include the results and financial position of the Company for the 52 waeks
ending 25 March 2023. The financial statements for the 52 weeks ending 26 March 2022 include the results and financial pesition of the
Company for the 52 weeks ending 26 March 2022,

Where relevant, equivalent disclosures have been given in the consolidated financial statements. The principal accounting policies adopted
are the same as those set out in note 2 to the consolidated financial statements except as noted below.

Investments

Investments in subsidiaries and associates are shown at cost less provision for impairment. For investments in subsidiaries acquired for
consideration in the form of shares, including the issue of shares qualifying for merger relief, cost is measured by reference to the fair value
only of the shares issued,

Dividend distribution
Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s financial statements in the period in which
the dividénds are approved by the Company's shareholders.

Dividends receivable from the Company’s subsidiaries are recognised only when they are apgproved by shareholders.

Key sources of estimation uncertainty

The preparation of financial staternents in conformity with generally accepted accounting principles requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenuss and expenses during the reporting period. Although these estimates are based on management’s best knowledge, actual results
may ultimately differ from those estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
revision and future periods if the revision affects both current and future periods.

Investment in subsidiaries

Estimation is required in relation to the recoverability of the investments and are sensitive to changes in cash flow forecasts supporting the
recoverable amount. There is a significant risk that material adjustrment to the carrying amounts of the investments and receivables could be
required within the next financial year, including the reversal of prior year impairments. The carrying value of investments at 25 March 2023 is
£740.7m (2022: £2,147.9m}.

2  Profit for the year

As permitted by saction 408 of the Companias Act 20086, the Company has elected not to present its own income statement for the year.
The Company reparted a profit for the financial year ended 25 March 2023 of £232.3m (2022: loss of £150.8m).

Fees payable to the Company's auditors for the audit of the Company's annual financial statements are disclosed in note € of the Group
accounts. The Company had no employees in the current or preceding financial year.

3 Trade and other receivables

2023 2022
£m £m

Amounts due within one year

Prepayments - 2! o
2.7 0.9
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3 Trade and other receivables continued

2023 2022
£m Em
Amounts due after more than one year
Amourts due from subsidiary undertakings 4729 345.8
Loss allowance S _(0.9) 0.7)
Net amaounts dus from subsidiary undertakings 4720 345.1
Deferred tax asset (note 6) - .. 31.3
506.9 376.4
4 Derivative financial instruments
2023 2022
£m Tm
Total derivatives
Total assets — due after more than one year 0.1 0.2
Total assets — due within one year A 0.6
Total assets ) N 4.2 0.8
Total creditors — amounts falling due within one year o ) 0.1 -
Total creditors [ ] -
Derivatives designated and effective as hedging instruments carried at fair value
Non-current assets
Cross currency swaps (net investment bedge) ) - -
Total assets - -
Current liabilities
Currency forwards (net investment hedge) 0.1 -
Total liabilities 0.1 -
Derivatives classified as held for trading )
Non-current assets
Currengg farwards {cash flow hedge) i - 0.1M 0.2
Current assets
Currency forwards (net investmeant hedge) - -
Currency forwards (cash flow hedge) o 41 0.6
4.1 0.6
Total assets 4.2 0.8

Current liabilities
Fuel dcrivath?? {cosh flow hedge) L ) B - T

Non-current liabilities
Fiugtg_g_riyglives {cash flow hedge) - I

Total liabilities . o - .

Full details of the Group's financial risk management objectives and procedures can be found in note 25 of the Group accounts. As the
holding company for the Group, the Company faces similar risks over foreign currency and interest rate movements.
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Notes to the Company financial statements continued

5 Investments in subsidiary undertakings

Unlisted
subsidiary
undertakings
£m
Cost
At 26 March 2022 27178
Additions 6.4
Wite-off of investment 42.0)
@gr[} of investment - o S m
At 25 March 2023 o 1,184.4
Provision for impairment
Al 26 March 2022 569.9
Impairment 6.4
Return of investment (132.6)
At 25 March 2023 4437
Carrying amount
At 25 March 2023 7407
At 26 March 2022 2,147.8

The carrying vaiue of the investment in subsidiary undertakings is reviewed for impairment on an annual basis. The recoverable amount is
the higher of fair value less cost of disposal or the net present value of future cash flows which are estimated based on the continued use of
the asset in the business. The investments of £740.7m principally relate to an investment in the Group's former North American divisions and
holding companies of £78.9m and the First Bus business of £659.3m.

The First Bus value in use requires the determination of appropriate assumpticns {which are sources of estimation uncartainty) in relation
to the cash fiow forecasts, the long term growth rate to be applied and the discount rate used to discount the estimated cash fiows to
present value.

The return of investment during the year relates to the distribution of net assets from subsidiary companies.

There was no revérsal of impairment during the year.

The additions in the year relate to IFRS 2 share-based charges, which have subseguently been fully written down.

The investments in First Bus would break even using a discount rate of 12.3% or a reduction of terminal margin to 9.0%.
A full list of subsidiaries and investments can be found in note 40 to the Group accounts.

6 Deferred tax

The deferred tax asset/lability recognised by the Company and the moverments thereon during the current and prior reporting periods are as
follows:

Other

temporary

differences

£m

At 26 March 2022 (31.3)

(Crediti/charge to income statement 3.8

(Eredit)fﬁhgrge to regerves . N 62

At 25 March 2023 (34.9)
The following is the analysis of the deferred tax balances for financial reporting purposes:

2023 2022

£m £m

Deferrad tax {asset)liability due after more than one year (34.9) {31.3)
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7 Creditors
2023 2022
£m £m
Amounts falling due within one year
Bank cverdraft 829 87.5
£2200m Sterling bond — 6.875% 2024 6.5 7.1
Amounts due to subsidiary undertakings 170.0 1,415.6
Apcrgggl?__z_i[xd deferred income B N 53.9 g.2
7 B 3133 1,5184
Amounts falling due after more than one year
£200m Sterling bond — 6.875% 2024 ) 184.2 198.9
184.2 199.9
Borrowing facilities
The maturity profile of the Company’s undrawn committed borrowing facilities is as follows:
2023 2022
£m £m
Facilities Mmaturing:
Due in mors than two years 300.0 300.0
Details of the Company's berrowing faciltiss are given in note 22 to the Group accounts,
8 Called up share capital
Number
of shares 2023
million £m
Allotted, called up and fully paid {ordinary shares of 5p each)
Balance as at 27 March 2022 760.2 375
SAYE/BAYE exercises L o 0.4 -
Balance as at 25 March 2023 {ordinary shares of 5p each) 750.6 375

In Decembier 2022, the Company announced a share buyback programme to purchase up to £75m of ardinary shares, and at

25 March 2023, the Company had repurchased 29,515,396 shares for an amount of £31.6m, including transaction costs of £0.3m. As at
25 March 2023, £75.5m has been deducted from retained earnings in respect of the sharss already purchased and remaining commitment
o purchase up to £76m of ordinary shares.

The number of ordinary shares of 5p in issue, excluding treasury shares held in trust for employees, at the end of the period was 737.3m
(2022: 740,7m). At the end of the period 42.8m shares (2022: 9.5m shares) were being held as treasury shares and own shares held in trust
for employees.,

9 Own shares

Own shares

£m

At 27 March 2022 9.0)
Movement in EBT, QUEST and treasury shares during the year B o i (6.4)
At 25 March 2023 (15.4}

The number of own shares held by the Group at the end of the year was 42,774,044 (2022: 9,472,372} FirstGroup plc ordinary shares

of bp each. Of these, 13,068,899 (2022: 9,282 623) were held by the FirstGroup plc Employee Benefit Trust, 32,620 (2022: 32,520) by
the FirstGroup plc Quaiifying Employee Share Ownership Trust and 157,229 (2022: 157,229) were held as treasury shares, with a further
29,515,396 held as treasury shares as part of the share buyback programme which commenced on 19 December 2022. Both trusts and
treasury shares have waived the rights to dividend income from the FirstGreup plc ordinary shares. The market value of the shares at

25 March 2023 was £43.3m {2022: £10.2m).
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Notes to the Company financial statements continued

10 Contingent liabilities

To support subsidiary undertakings in their normal course of business, FirstGroup plc and certain subsidiaries have indemnified certain
banks and insurance companies who have issued performance bonds for £55.0m (2022: £69.4m) and letters of credit for £163.9m

{(2022: £219.7m). The perfarmance bonds primarlly relate to First Rail franchise operations of £51.8m and residual North Ametrican obligations
of £3.2m. The letters of credit reiate substantially to insurance arrangements in the UK and North America. The parent company has
committed further support facilities of up to £98.5m fo First Rail Train Operating Companies of which £73.6m remains undrawn. Following
the sale of Greyhound, the majority of the surety bonds were cancelled, with a residual amount of £3.2m remaining as noted above. Letters
of credit remain in place to provide collateral for legacy Greyhound insurance and pension obligations.

The Group is party to certain unsecured guarantees granted to banks for overdraft and cash management facilities provided to itself and
subsidiary undertakings. The Company has given certain unsecured guarantees for the liabilities of its subsidiary undertakings arising
under certain HP contracts, finance leases, operating leases and certain pension scheme arangements. It also provides unsecured cross
guarantees to certain subsidiary undertakings as required by VAT legislation. First Bus subsidiaries have provided unsecured guarantees on
a joint and several basis to the Trustee of The First Bus Pension Scheme. Two of the Company's North American subsidiaries participated in
multi-ermployer pension plans in which their contributions were pooled with the contributions of other contributing ermnployers. The funding of
those plans is reliant on the ongoing involverment of third parties.

In its normal course of business the Group has ongeing contractual negotiations with Government and cther crganisations. The Group is
party to legal proceedings and claims which arise in the normal course of business, including but not limited to employment and safety
claims. The Group takes legal advice as to the likelihood of success of claims and counterclams. No provision is made where due to
inherent uncertainties, no accurate guantification of any cost, or timing of such cost, which may arise from any of the legal proceedings can
be determined.

The Group’s operations are required to comply with a wide range of regulations, including environmental and emissions regulations. Fallure
to comply with a particular regulation could result in a fine or penalty being imposed on that businessg, as well as potential ancillary claims
rooted in non-compliance.

The inguest relating to the death of seven passengers in the Croydon tram incident in November 2018 congluded in July 2021. The tram was
operated by Tram Operations Limited ("TOL'), a subsidiary of the Group, under a contract with a Transport for London (‘TfLY) subsidiary. TOL
provides the drivers and management to operate the tram services, whereas the infrastructure and trams are owned and maintained by a
TiL. subsidiary, The Office of Rall & Read ({ORR’) announced in March 2022 that it had taken the decision to prosecute TiL, the driver of the
trarm and TOL for breaches of Health and Safety law. While TOL has indicated a guilty plea 1o the charge laid against it, the Company cannot
yat accurately determine the quantum cr timing of any financial penalties or related costs which may arise from these proceedings. Tl has
also indicated a guilty piea. The driver has pleaded not guifty — his trial started in mid-May 2023,

First MTR South Western Trains Limited ((FSWT'}, a subsidiary of the Company and the operator of the Scuth Western railway contract, is a
defendant to collective proceedings befare the UK Competition Appeal Tribunal (the *CAT") in respect of alleged breaches of UK competition
law. Stagecoach South Western Trains Limited ('SSWT") (the former operator of the South Western network} is also a defendant to these
proceedings. Separate sets of proceedings have been issued against London & South Eastern Rallway Limited and related entities (‘LSER’)
and, more recently, against Govia Thameslink Raitway Limited and related entities ('GTR’} in respect of the operation of other rail services.
The three sets of proceedings are being heard together. The class representative ({CR') alleges that FSWT, SSWT, LSER and GTR breached
their abligations under UK competition law by not making boundary fares sufficiently available for sale, and/or by failing tc ensure that
custemers were aware of the existence of boundary fares and/or bought an appropriate fare in order to avoid being charged twice for

part of ajournay. A collective proceedings order { CPO"Y) was made by the CAT in January 2022 in respect of the FSWT/SSWT and LSER
preceedings and, following an unsuccessful appeal by the defendants, the proceedings are continuing alongside the GTR proceedings in
respect of which the CAT issued a iudgment setting out its reasons for granting a CPO in March 2023, The Secretary of State for Transport
served a written statermant of intervention in all three proceedings in April 2023. A trial date has not yat been set. In March 2022, FSWT, the
Company and the CR executed an undertaking under which the Company has agreed to pay to the CR any sum of damages and/or costs
which FSWT fails to pay, and which FSWT is legally liable to pay to the CR in respect of the claims {pursuant to any judgment, order or award
of a court or tribunal), including any sum in relation to any settlement of the claims. At present the Campany cannot accurately determine the
likelihood, guantum or timing of any damages and costs which may arise from these proceedings.
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Shareholder information

Annual General Meeting

The AGM will be held on 21 July 2023 at
Queen Elizabeth Il Centre, Broad Sanctuary,
YWestminster, London, SW1P 3EE.

The MNotice of AGM is available on the
Company's website and will have been
posted to you if you have chosen to
receive hard copy cormmunications frorm
the Company. Either a Form of Proxy or
online Voting Card has been posted to all
shareholders registered on the Company’s
registar of members,

We are intending to hold the AGM as a
physical meeting. Any changes to the
arrangements will be communicated to
sharsholders before the meeting through
our website and, where appropriate, by RIS
announcement,

Sharehciders are encouraged to submit
proxies for the 2023 AGM electronically

by logging on to www.sharevote.co.uk.
Electronic proxy appointments must be
received by the Company's Registrar,
Equiniti, no later than 48 hours, excluding
non-business days, before the tims fixed for
the AGM.

Shareholders who wish to ask questions
relating to the business of the AGM are
encouraged to do so by submitting
questions in acdvance of the AGM by email
to companysecretariat@firstgroup.co.uk,

or by post for the attention of the Company
Secretary {see addresses on the next page).
We will consider all questions received and,
to the extent practicable, answers will also
be published on the Company's website, For
alt ather queries regarding the AGM, please
contact the Company Secretary.

Website and shareholder
communications

A wide range of information on FirstGroup
is available at the Company's website
including:

= financial information — annual and half-
yearly reports as well as trading updates

= share price information — current trading
detalls and historical charts

a shareholder information — AGM results,
details of the Company's advisers and
frequently asked questions

= naws relsases — current and historical.

FirstGroup uses its website as its

primary means of communication

with its shareholders provided that the
shareholder has agreed or is deemed to
have agreed that communications may be
sent or supplied in that manner. Electronic
communications allow shareholders to
access information instantly as well as
helping FirstGroup to reduce its costs and
its impact on the environment. Sharehalders
that have consented or are deemed to have
cansented to electronic communications
can revoke thelr consent at any time by
contacting Equiniti.

Shareholders ¢an sign up for electronic
communications online by registering with
Shareview, the internet-based platform
provided by Fquiniti. In addition to enabling
shareholders to register to recelve
communications by email, Shareview
provides a facility for sharehclders 1o
manage their shareholding online by
allowing them to:

u receive trading updates by ermail
= view their shareholdings

= _pdate their records, including change of
address

= viow payment and tax information

= yote in advance of Company general
meetings.

To find out more information about the
services offered by Shareview, please visit
www.shareview.co,uk,

Governance report Financial statements

Shareholder enquiries

The Company's share register is maintained
by Equiniti. Shareholders with queries
relating to their shareholding should contact
Equiniti directly using one of the methods
listed below:

Registrar

Equiniti Limited
Aspect House
Spencer Road
Lancing, West Sussex
BNO99 6DA

Tel: 0371 384 2048*

{or from overseas on
Tel; +44 (0)371 384 2046)

Online: help.shareview,co.uk (from here, you
will be able to emall Equiniti securely with
your enguiry).

- Telephene lines are open from 8.30am
to 5.30pm, Monday to Friday.

If you receive more than one copy of the
Company’s mailings this may indicate that
more than one account is held in your name
on the register. This happens when the
registration details of separate transactions
differ slightly. If you believe more than one
account exists in your name, please contact
Eqguiniti to request that the accounts are
combined. There is no charge for this
service.

Equiniti also offers a postal dealing facility for
buying and selling FirstGroup plc ordinary
shares,; please write to them at the address
shown above or telephone 0371 384 2248,
They also offer a telephone and internet
dealing service which provides a simple
and convenient way of dealing in FirstGroup
shares. For telephone dealing call 0345
603 7037 between 8.30am and 4.30pm,
Monday to Friday, and for internet dealing
log on to www.shareview.co.uk/dealing.
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Shareholder information continued

ShareGift

If shareholders have a small number

of shares and the dealing costs or the
minimum fee make it unecconomical to
sell them, it is possible to donate these
to ShareGift, a registered charity, which
provides a free service to enable you to
dispose charitably of such shares. More
information on this service can be found at
www.sharegift.org or by calling +44 {0)20
7930 3737. A ShareGift transfer form can
also be obtained from Equiniti

FirstGroup’s policy on discounts
for shareholders

The Group does not offer travel or other
discounts to sharehclders.

Unsolicited advice on the

Company’s shares

Sharsholders are advised to be wary of any
unsolicited advice, offers to buy shares at
adiscount, or offers of free reports about
the Company. These are typically from
overseas-based ‘brokers’ who target US or
UK shareholders, offering to sell them what
often turn out 1o be worthless or high risk
shares These operations are commonly
known as ‘boiler rooms’ and the 'brokers’
can be very persistent and extremely
persuasive,

Shareholders are advised to deal only with
financial services firms that are authorised
by the FCA. You can check a firm is properly
authcrised by the FCA before getting
involved by visiting www.fca.org.uk/register.
If you do deal with an unauthorised firm,
yau will not be eligible to receive payment
under the Financial Services Compensation
Scheme if anything goes wrong. Far more
detailed information on how you can
protect yourself from an investment scam,
or to report a scam, go to www.fca.org.
uk/consumers/scams/report-scam or call
0800 111 6768.

Half-yearly results

The half-yearly results, normally announced
to the market in November, will continue to
be available on the Company’s website in
the form of a press relsase and not issued 1o
shareholders in hard copy.

Contact information

Company Secretary
David Blizzard
Tel: +44 (020 3149 0661

Registered office
FirstGroup plc

395 King Street
Aberdeen AB24 5RP
Tel: +44 (O)1224 650 100

Corporate office
FirstGroup plc

8th Floor

The Point

37 North Wharf Road!
London W2 1AF

Tel: +44 {020 7291 0505

Joint corporate brokers

RBC Europe Limited

{trading as RBC Capital Markets)
100 Bishopsgate

London

EC2N 4AA

Liberum Capital Limited
Ropemaker Flace

25 Ropemaker Street
London

EC2Y 9ty

External auditor
PricewaterhouseCoopers LLP
1 Embankment Flace

London WC2N 6RH
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Set out below is a guide to commonly used financial, industry and Group related terms in the Annual Report and Accounts,
These are not precise definitions and are included to provide readers with a guide to the general meaning of the terms,

Adjusted cash flow
Adjusted cash flow is described in the table
shown on page 31 of the Financial review

Adjusted net debt/{cash)
Net debt excluding ring-fenced cash
and IFRS 16 lease liabilties

Adjusted measures (other)

References to ‘adjusted cperating profit’,
‘adjusted profit before tax', and ‘adjusted
EPS throughout this document are before
items which management has determined
as not being relevant to an understanding
of the Group’s underlying business
parfarmancea, as set out in note 4 1o

the financial statements

AGM
Annual General Meeting

ARP
American Rescue Plan

Avanti
Avantt West Coast, a train operating
company

BAYE
Buy As You Eam

The Board
The Board of Directors of the Company

BRG
Bus Recovery Grant

CARES Act

Coronavirus Aid, Relief, and Economic
Security Act; the US economic relief
packags signed into law on 27 March 2020

CBSSG and CBSSG-R

COVID-18 Bus Service Support Grant,

a UK Gaovernment measure 1o secure
continuity of service on crucial bus routes
which may otherwise have ceased during
the pandemic. CBS8G-Restart (CBSSG-R)
Wwas a successor scheame

CCFF

Covid Corporate Financing Facility,

a UK Government commercial paper
lending facility

CDP

An internaticnal non-profit organisation that
helps companies and cities disclose their
environmental impact

cGuU
Cash Generating Unit

tCO;(e)

Tonnes of Carbon dioxide eguivalent,
allowing other volumes of greenhouse

gas emissions 1o be expressed in terms of
carbon dioxide based on their relative global
warming potential, Usually expressed as per
Kilcmetre or per passenger kilometre

Company

FirstGroup ple, a company registered in
Scotland with number SC157176 whose
registered cffice is at 395 King Street,
Aberdeen AB24 BRP

‘Cont’' or the ‘Continuing operations’
Refer to First Bus, First Rail and Group iterms

CcPI
Consumer price index, an inflation measure
that excludes certain housing-related costs

Defra
Department for Environment, Food and
Rural Affairs (UK Government)

DIT
Department for Transport (UK Government}

‘Disc’ or the ‘Discontinued’ operations
Refer to First Student, First Transit
and Greyhound US

Dividend
Amocunt payable per ordinary share
on an interim and final basis

EABP
Executive Annual Bonus Plan

EBITDA

Earnings before interest, tax, depreciation
and amortisation, calculated as adjusted
operating profit less capital grant
amartisation plus depreciation

EBITDA adjusted for First Rail
management fees

First Bus and First Rall EBITDA from
open access and additional services,
plus First Rail attributable net incoms
from managemenit fee-based operations,
minus central costs

EBT
Employee benefit trust

EDF
Employse Directors’ Forum

ED&I
Equality, diversity and inclusion

EMA/ERMA

Emergency Measures Agreements

and Emergency Recovery Measures
Agreemenits were introduced by the DfT to
ensure that rail services could continue to
operate during the pandemic

EPS
Earnings per share

ESG
Environmenital, social and governance

EV
elactrical vehicle

GED
Group Employee Director

GHG
Greenhouse gas emissions

Group
FirstGroup plc and its subsidiaries
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Group adjusted attributable profit
First Bus and First Rail adjusted operating
profit from open access and additicnal
services, plus First Rall attributable net
income from management fee-based
operations, minus central costs, minus
treasury interest, minus tax

GWR

Great Western Railway, a train
operating company

IAS

international Accounting Standards

IFRS
international Financial Reporting Standards

KPIs

Key performance indicators, financial
and non-financial metrics used to define
and measure progress towards our
strategic objectives

LBG

London Benchmarking Group, an
organisation that has created a framework
for measuring community impact

LGPS
Local Government Pension Scheme

Local authority

Local government organisations in the UK,
including unitary, metropolitan, district and
county councils

LTIP
Long-Term Incentive Plan

M&A
Mergers and acquisitions

NBS
National Bus Strategy, announced by UK
Government in March 2021

NRC
National Rail Contract

Net debt

The value of Group external borrowings
excluding the fair value adjustrment for
coupon swaps designated against certain
bonds, excluding accrued interest, less
cash balances

Network Rail

Owner and cperator of Britain's
rail infrastructure, a UK public
sactor company that operates
as a regulated maonopoly

Ordinary shares
FirstGroup ple ordinary shares of 5p each

ORR
Office of Rail and Road

PLC
Public limited company

PPM

The UK rall industry’s Public Performance
Measure (punctuality and reliability). Trains
are punctual if they arrive at their destination,
having made all timetabled stops, within five
minutes of scheduled time for London and
South East and regicnal/commuter services
and ten minutes for long distance trains

RCF
Revolving credit facility

RDG

Rail Delivery Group, the UK rail industry
membership body that brings together
passengesr and freight rail companies,
Network Rail and H32

ROCE

Return on capital employed is a2 measure
of capital officiency and is calculated by
dividing adjusted operating profit after
tax by all year end assets and liabilities
excluding debt items
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RSSB
Rail Safety and Standards Board

SAYE
Save As You Earn

SBT
Science-based target for reducing
greenhouse gas emissions

ScotZeb
Scottish Zerc Emission Bus challenge find

SECR

Streamlined Energy and Carbon Repaorting
regulations, which ook effect on

1 April 2019

SWR
South Western Railway, a train
operating company

S&P
S&P Gilebal Rating Agancy

TCFD
Task Force on Climate-Related
Financial Disclosures

TfL

Transport for London, the transport authority
regponsible for most aspects of London's
transport system

TOC
Train cperating company

TPE
TransPennine Express, a train
operating company

TSR

Total shareholder return, the growth in value
of a shareholding over a specified period
assurning that dividends are reinvested

to purchase additional shares

USPP

The US Private Placement market is a US
private bond market which is available to
hoth US and non-US companies

ZEBRA
Zero Emissicn Bus Regional Areas funding
scheme
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