PUC - 317: Stock Tran’sferl -
| .- 3 p =
APPLICATION FOR APPROYAL OF TRANSFER OF -CAPﬂt{ixEﬂj E D

TRANSPORTATION COMMON CARRIER
AUG 70 1999

BEFORE THE PENNSYLVANIA PUBLIC UTILITY AGUMISAONTY COMMISSION
SECRETARY'S BUREAY

Application for approval to transfer

all of the capital stock of PUC USE ONLY
(all or part) ?
PROGRESSIVE TRANSPORTATION SERVICES, INC. Docker No. //ﬂ L

(Name of Certificated Carrier)

held by COACH USA, INC. ' Folder No. F:S'DOD

(Name(s} of seller)
to STAGECOACH HOLDINGS PLC
(Name(s) of buyer)

SEE INSTRUCTIONS BEFORE COMPLETING APPLICATION

1. Progressive Transportation Services, Inc.
(Full and correct name of Certificated Carrier)

2. Docket number of Certificated Carrier is A- _ 00115892
3. Seller(s) name is: Coach USA, Inc.
One Riverway, Suite 600
. {Business Street Address) (P. O. Box, if any)
Houston TX : 77056-1930 (713) 888-0104
(Cicy) (State) (Zip) {Telephone)
4. Seller(s) attorney {for this application) is: .
John A. Vwono, Esq. 2310 Grant Building .
Vuono & Gray, LLC " Pittsburgh, PA 15219-2383 (412) 471-1800
{Name) (Address) - (Telephone)

5. Buyer(s) name is:- Stagecoach Holdinge ple 1

L R TN

ZO-Charlotte Street e .
(Business Street Address) F v I"‘“‘f' . (P. O. Box,if any)
- ' I o] J.'\ ‘g f.",-, i
Perth PHI SLL Scotland LB ¥4
. {City) _ ] (State) ;gu f ) (Zip) j - (Telephone)
See Jurisdictional Statement and Explanatory Statement att d hereto as

Supplements 13-5 and-13-6, respectively.

CRIGINAL



6. Buyer(s) attorney (for this application) Is:

: SoIwo Prudential Plaza,. 45th Fl
William C. Sippel, Esq. sy I80: North St‘egSSB"Agéi’Be ooT
Oppenheimer Wolff & Donnelly Chicago, IL 1- - (312) 616-1800
(Name) {Address) (Telephone)

-3
.

Capital Stock of Certificated Carrier:

53) Number of authorized shares: 1,000 shares

b) Par or stated value per share: $1.00
¢} Number of shares outstanding: 1 share
d) Shareholder(s} Number held

Coach USA, Inc.

e) Number of shares redeemed or held as treasury stock: N/A

8. Stock Transaction:
Seller(s) ' #Sold Buyer(s) #Bought

Coach USA, Inc. 1 share Stagecoach Holdings plc 1 share

See Explanatory Statement (Supplement 13-6)

9. If buyer and/or seller are in control of or affiliated with each other or with
&ny other carrier, state name of carrier(s), docket number(t) and nature of control or
affiliation:

See Explanatory Statement (Supplement 13-6)

10. Consideration for the transfer of capital stock is (if nominal, explain):

See Explanatory Statement (Supplement 13-6)




11. The consideration will be paid as follows:

See Explanatory Statement (Supplement 13-6)

12, The reason(s) for the proposed transfer is/are:

See Explanatory Statement (Supplement 13-6)

13. Arttach the following to the completed application:

[_Td A statement containing a brief corporate history of the Certificated Carrter, the
purpose for which it was created, a description of the service it furnishes to the
public and a description of the territory in which it operates. (Supplement 13-1)

E_] Statement of Financial Condition (Income Statement and Balance Sheet) for THE
BUYER AND THE SELLER. (Supplements 13-2 and 13-3, respectively)

Sales Agreement (Bilateral) (Supplement 13-4)

Verified Statement for Philadelphia taxicab companies. (Not Applicable)

B H RO E

Jurisdictional Statement (Supplement 13-5)
Explanatory Statement (Supplement 13-6)
Surface Transportation Bdard Application (Supplement 13-7)

WHEREFORE, Buyer and Seller request that the Commission approve the Application.

Buygr Sign here: Stage&oach Ho}dings plc July ;.?2, 1999

/ (each partner must sign) (Date)
{Corporate Seal) {KF
By:

Keith Cochrane
Group Finance Director
Seller sign here: Coach USA, Inc. August ¥ , 1999

(Corporate Seal) W Zb
By: P

uglas M. Cern
enior Vice P ident



THIS MUST BE COMPLETED BY !OTARY PUBLIC
AFFIDAVIT OF BUYER (Natural Person)

COMMONWEALTH OF PENNSYLVANIA
86:

County

, being duly sworn (affirmed) according to law, deposes
and says that the facts above set forth are true and correct; or are true and correct to the
best of his knowledge, information and belief and he expects 1o be able to prove the same

ar the hearing hereof.

Signature of Affiant
Sworn and subscribed before me this
day of 19
My Commission Expires

Signature of Official Administering Oath

AFFIDAVIT OF CERTIFICATED CARRIER (Corporation)

STATE OF TEXAS
muwmm

S8:

Harris County

Douglas M. Cernmy being duly sworn (affirmed) according to law,

desposes and says that he is  Vice President of Progressive Transportation Service, Inc
(Office of Affiant) ~ (Name of Corporation)

that he is authorized to and does make this affidavit for it; and that the facts set forth are
true and correct; or are true and correct to the best of his knowledge, information and belief

and that he expects the sald Progressive Transportation to be able to prove the
Ser
Vh& eime o? Corporation)

same at the hearing hereof. M /p .
_ - S | Y ay _
) Sig re of Affiant -
Sworn and subscribed before me this L_-‘l t Dogiglas M. Cerny { s

day of August __ 19 99
My Commission Explresau)\f\ﬂ_ \Oﬁﬁ" F}\CYO} . O@ H S |
| Cowiney & Hepouadd
///f/////f/f//ffw _ Signature of Pfﬂdal Adinintstering Oath
COURTNEY L. REYSQUIERDO .

MY COMMISSION EXPIRES
JUNE 10, 2002

Wf/f/f/f/fff/f/f/f/f

S NOTARY PUBLIC, STATE OF TEXAS §




TQMUST BE COMPLETED BYh.Jr ARY PUBLIC
AFFIDAVIT OF SELLER (Natural Person)

COMMONWEALTH OF PENNSYLVANIA
58:

County

, being duly sworn (affirmed)} according to law, deposes

and says that the facts above set forth are true and correct; or are true and correct to the
best of his knowiedge, informartion and belief and he expects to be able to prove the same

at the hearing hereof.

Signature of Affiant

Sworn and subscribed before me this

day of 19

My Commission Expires

Signature of Official Administering Oath

AFFIDAVIT OF BUYBH/SELLER (Corporation)

STATE OF TEXAS

ss!
Harris - County
Douglas M. Cerny ) , being duly sworn ({affirmed) according to law,
Senior Vice
desposes and says that he is  President of Coach USA, Inc.
(Office of Afflant) {Name of Corporation)

that he is authorized to and does make this affidavit for it; and that the facts set forth are
true and correct; or are true and correct to the best of his knowledge, information and belief
and that he expects the said  Coach USA, Inc. to be able to prove the

(Name of Corporation)

same at the hearing hereof. % W /Q)\

. Signaguye of Affia
. D M. C
Sworn and subscribed before me this Q‘L‘J Ouglgs erny
day of August 19 99

My Commission Expires U,wui l[.). QOOa C{)
U

Signature of Offiicial Administ




VERIFICATION

STAGECOACH HOLDINGS ple/SCH HOLDINGS CORP.

I, Keith Robertson Cochrane, Group Finance Director of Stagecoach Holdings plc
and President of SCH Holdings Corp., verify under penaity of perjury, under the laws of
the United States of America, that all information supplied in connection with this
application, as it relates to Stagecoach Holdings plc and SCH Holdings Corp., is true and
correct. Further, I certify that I am qualified and authorized to file this application. I
know that willful misstatements or omissions of material facts constitute Federal criminal
violations punishable under 18 U.S.C. 1001 by imprisonment up to five years and fines
up to $10,000 for each offense. Additionally, these misstatements are punishable as
perjury under 18 U.S.C. 1621, which provides for fines up to $2,000 or imprisonment up
to five years for each offense.

Dated this 2gfhdayof Swlu 1999,

(Lo @) .

Keith Robertson Cochrane

/9658



SUPPLEMENT 13-1

PROGRESSIVE TRANSPORTATION SERVICES, INC.

ESSENTIAL INFORMATION

Progressive Transportation Services, Inc. (“Progressive”) is a New York
corporation having its principal office at 1 Progressive Drive, Horsechead, NY 14845.

The corporation was formed pursuant to the New York Corporation Law and is
authorized to perform any and all lawful acts.

Progressive is a motor common carrier of passengers. It holds a Certificate of
Public Convenience issued by the Pennsylvania Public Utility Commission on May 27,

1999 at Docket No. A-00115892. It is authorized, inter alia, to transport persons in group

and party service between certain points in Pennsylvania. A copy of its presently
effective Certificate of Public Convenience is attached hereto as Supplement 13-1A.
Progressive also holds interstate authority at Docket No. MC-247074.

Prior to the issuance of the above operating authority, Coach USA, Inc. acquired
all of the issued and outstanding shares of stock in applicant,

The management of Progressive has had many years of experience in providing
passenger transportation service. The existing management personnel will continue in
their same management capacities with Progressive under the control of Stagecoach
Holdings plc.

9702



VI-§1 INIWITdNS

PENNSYLVANIA
PUBLIC UTILITY COMMISSION

IN THE MATTER OF THE APPLICATION OF: A-00115892

Progressive Transpertation Service, Inc.

The Pennsylvania Public Utility Commission hereby certifies that after an investigation and/or hearing, it has, by its report .
1d order made and entered, found and determined that the granting of the application is necessary or proper for the service,
:commodation, convenience and safety of the public and hereby issues to the applicant this CERTIFICATE OF PUBLIC
ONVENIENCE evidencing the Commission's approval to operate.

In Witness Whereof, The PENNSYLVANIA PUBLIC UTILITY COMMISSION has ecansed

these presents to be signed and sealed, and duly attested by its Secretary at its office in the city of
Harrisburg this 27th day of May, 1999.

- e Yo7 f
\af_,m-.-.«:, v,,?zif/,g %‘

Secretary
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COMMONWEALTH OF PENNSYLVANI(A
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265

N REPLY PLEASE

May 20, 1999 REFER TO OUR FAILE
A-00115892
25
WILLIAM A GRAY
ATTORNEY AT LAW
2310 GRANT BUILDING
PITTSBURGH PA 15219-2383

Re: A-00115892 - Application of Progressive Transportation Service, Inc.,
1 Progressive Drive, Horsehead, NY 14845, 800-388-9892.

To Whom It May Concemn:

Your application for the right to provide common carrier service, transporting -
persons in group and party service, using vehicles seating more than 15
- passengers, including the driver, has been reviewed.

it has been determined that the following requirements must be met before
service may be provided within Pennsylvania. You may not operate until thase
requirements are satisfied.

YOU ARE ADVISED: THAT YOU MUST FILE A FORM_E, AS
EVIDENCE OF BODILY INJURY AND PROPERTY DAMAGE LIABILITY
INSURANCE. You must contact your insurance agent/broker so that the required

evidence of permanent msnrance will be filed with this Commission.

FAILURE TO FILE THE ABOVE REQUIRED EVIDENCE OF INSURANCE
WITHIN SIXTY (60) DAYS OF THE DATE OF THIS LETTER CAN RESULT IN
THE DISMISSAL OF THE APPLICATION AND REQUIRE THE FILING OF A
NEW APPLICATION AND FILING FEE.

You may want to operate prior to filing permanent proof of insurance.
Temporary proof of insurance consists of one of the following:

a. A copy of the declaration page of the insurance policy; or
b. A copy of a valid binder of insurance.



!G

Temporary proof of insurance is only good for 60 days from the date of this
letter. You may begin operating only after your notification that the temporary proof
of insurance has been accepted.

Upon the filing of an acceptable Form E, a certificate bf public convenience
will be issued authorizing the following right:

To transport, as a motor common carrier, persens in group and party
service, operating vehicles seating more than fifteen passengers,
including the driver, between points in Pennsylvania.

If you have not previously submitted a copy of a current satisfactory safety
rating from the U.S. Department of Transportation or another state with safety
reguiations comparable to Pennsylvania, you must demonstrate safety fitness by
completing a Safety Fitness Review which will be scheduled by a PUC enforcement
officer within 180 days of the date your certificate of public convenience is

issued/entered.

Failure to submit to the Safety Fitness Review will result in dismissal of your
application, and require the filing of a new application and filing fee.

Very truly yours,

%a_ Y/ ”ﬁ‘}_

James J. McNulty
Secretary

cc.  Document folder
Progressive Transportation Service, Inc,
1 Progressive Drive
Horsehead, NY 14845

Contact. Insurance (717-787-1227)
Safety (717-772-2254)




SUPPLEMENT 13-2

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C, 20849
SCHEDULE 14D-1

Tender Offer Statement
Pursuant to Section 14(d) (1) of the Securities Exchange Act of 19M
. and
Statement on

SCHEDULE 13D

" Coach USA, Inc.

(Mame of Susject Company)

Stagecoach“I;Ioldings ple
SCH Hompgs Corp.

Comsmon Stock, par vaine $0.01 per shore
(TTa of CI808 of SecutRties)

19975L106
(CUSIP Number of Clam of Securities)
Keith Cochrane
Charlotte House
20 Charlotte Styent
Purth PHISLL
Scothaad
+44-17358-443-111
(Nams, Address ood Teiephous Number of Permen Axthorized
1o Receive Noticas and Commanicetionn oo Bebadl of Blider)
Copiss 1
Michaet 0. Wolfsow, Ess.
99 Bishopagate, 21st Floor
Londea EC2M 3YH
Telephone: +44-207-422-4000
CALCULATION OF FILING FEE

Traomction Valeatizs® i ——Amygm of Flling Fee?®
$1,314,470,220 l $262,895
* Bascd on the offer to puschsae all of the custanding shares of Commeon Stock of the Subject Company a8t
a purchase price of $42.00 cash per share, 25,420,777 shares outstanding, 4,034,645 shares issnable upon
the cxorcise of outstanding .oprians, 40,000 shares issuable upon the cxercise of outstanding warrunts,
1,757,845 shares issuable upom coaversion of convertible subordinated nates outstanding end 63,643
shares issuahle {n respect of certain securities of a subsidiary of the Subject Company.
oe 1/50 of 1% of Transaction Valuation.
O Check bax If any part of the fee is offset as provided by Rule 0-11(x) (2) and identify the filing with
which the offzetting fes was previously puid. Jdentify the previoas filing by registration statcment aumber,
or t8e Form or Schedale snd the date of its filing.

Amount Previously Paid:
Ferm or Registration No.:
Filing Party:
Date Filed:

— R ———
- —————




STAGECOACH HOLDINGS PLC

CERTAIN FINANCIAL DATA

Because the only conmcideration in the Offer and Merger is cash, and in view of the amount of
contideration payable in relstion 1o the fingncial capability of Parent and its affiliates, Purchaser belicves the
financial eondition of Parent and its affiliates is not material to a decision by 2 holder of Shares whether to seil,
terder or hold Shares purscant o the Offer. Set forth below is a summary of certain consolidated financial
information with respcet to Parent for the fiscal years ended April 30, 1998 and 1999. The cansolidated
financial information is stated in pounds sterling. Such Information is provided for supplemental information
purposce only and is nsithor intended nor required to comply with the requirements of the Exchange Act On
June 17, 1999, The Wall Street Journal reported that, as of Junc 16, 1999, one pound sterling cqualled
1.5878 US. dollarms. The following information was prepared in accordancs with accounting princmples
generaily accepted in the United Kingdom and has not been reconciled to generally accepted accounting
principies {n the United Starcs. -

Year Endad Apri) X,
{3
1999 19%
“fla millcns of
axtepl por lhlm

Coasolidated Income Statement Data

GIOUD MOV . . . .. ... ..t .ittemccaearnnennsssosncsseranancisronanrne 1,548.4 1,347.0
Total operating profit (inchuding shares of joint ventures and associates) ......... 2147 2163
Profit on ordinary activitics before income taXes..........ooviuninniiinnanis 210.1 155.7
Profit/(1633) for e YOmE ..o 0t viiivnancnnniar s iisaeroinnsctiiiisineaenn 158.4 1135
.Eamnings perardinary ghare (1) ... ... ... .. i et iieiiieiiieas 120p 9.5p
Dividends per ordinary sbare ... ... LG h i araeee et a e e 30p 24p
Consolidated Balapee Ehest Data .

Fiedapsets ................. et reieinearantt et ne e raenaeas rveenn T 2,105.8 1,520.1
COImEnt GEEELD .. .. cvoiniieiiorrnsn it ansassnasosratsaansasasranoarrinas 516.4 1110
Credilors — amounts falling duc wuhin ODC YEAY .. i v v venianane i tasnonanns (706.3) (600.0)
Neot current Liubslites ............................. i teaeeareearaann 1899 2690
Total assets less currem Kabilites................ et teeetietteiaaraaan 19159 1,251.1
Creditors — satounts falling due affier more than oae year ... .................. (950.8) (1.7
PIOVISIONE . .. ... iietiiiii et e i erierea ittt e raes (234.1) (239.3) -
Not BB ... .. ... vttt iie it iianriiananessonortascoranantonansnsnnens 1310 Z70.1
Equity sharcholdeny’ funds . ... .. R 731.0 269.8
MinOrity I BTEaIE ... ... ... .. .. eiiiiiiieiicae ettt it ra s 0.0 0.3
Capitalemployed ... ... .. ... i i 731.0 2n.1

(1) Aﬂcarﬂnppulhmdauhnbeenmmcdtonﬂwthewbd:monof?mnuhmonchIm 19
1998, from 2.5p 10-0.5p.

2 Somndhnnuofl"mdn. Pwum-mmqmmmsmsummmpwm
the Shares (on a fully diluted basis) pursgant to the Offer and the Merger and (ii) pay fees and expenses to be
mgurred in connection with the completion of the Offcr and the Merger. All of the funds required to fnance
the foregoing will be furnished to Purchaser by Pareat. Parent will obtain such funds from the procoeds from
its working capital and other corporate funds and 8 $2.25 billion credit facility amoeng Parcat and its whally-
awned subsidiaries, inciuding Purchaser, and Credit Snitse First Bocion, J.P. Margan Securities Ltd., The
. Royal Bank of Scotland pic and The Governor and Company of The Bank of Scotiand, as srrangers (together,

the “Banks"), and cerwsin other financial institutions. Purent and the Banks entered iato @ Commitment .
ummmtbeaednfmlnyw.lmu 1999. The credit facility will include three facilitics — two tarm
lmhu‘ﬁﬁuaﬁmmdmhﬂlw.mmlm-huamﬁdﬂlumumaﬂmhﬂlmmlﬁhkon
termination on December 31, 2000. The second term loan has & priacipal amount of $750.0 miilion, repayable

17



by equal, semi-anpual instaliments, beginring six months from the signing of the credit facility and
terminating Gve years from the signing of the credit facility. The third facility is 2 $500.0 million revolving
credit facility, repayable on termination five years from the signing of the credit facility. The facilities wili bear
inteTeat at a rate cqual to the aggregate of either tho London inter-bank offered rate, tha Euribor rate or the
Pasis inter-bank cffered rate plus 0.75 to 1.125 per cent per annum depending upon the amounts cutstending
under the particular facilitics and whether Parent compictes an equity offering by Docember 31, 1999. The
credic facility will include customary covenants and events of default Parent intends to refinance any
borrowings that will be made under the credit facility by means of equity and/or debt capital markets
offerings. The term loans will be used to finance the Offer and the Merper and 10 refinance certain existing
borrowings of Pareat and the Company. The revolving loan will be used to rcfinance certnin cxisting
barrowings and for general corporate purposes,

10. Background of the Offer; Contacts with the Compony. In November 1998, Lawrence K. King,
Chairman of the Board and Chief Exscutive Officer of the Company, contacted Mr. Brian Sourer, Executive
Chairman of Parent, conceming the possibility of cerain strategic opportunities the two compsnies might be
able to pursue jaintly.

In March 1999, Mr. King contacted Mr. Sourer 1o request 2 meeting to discuss Pareat’s acquisition
strategy in North America and ways in which the two companies might be able to work together 1o pursue this
srategy.

On April 26, 1999, Mr. King, Mr. John Mercandante, Jr., President of the Company, and Mr. Frank P.
Gallngher, Exacutive Vics President and Chief Operating Officsr of the Company, met with Mr. Soater and
Mr. Keith Cochrane, Group Finance Director of Parent, in Perth, Scotland to discuss Parent’s acquisition
surategy in Narth America, ways in which Parent and the Company might wark together as part of that
strategy, the motor coach operating market in North America and other strategic matrers.

On May 17, 1999, Mr. Souter met with Mr. King and certain other Company management team
members in Houston, Texas and expressed an interest in acquiring the Company or merging the Company inte
Farent. .

On Msy 24, 1999, Mr. King and Mr. Souter and other reprosontatives of their respactive companies
discussed a possible structare for & business combinauon transaction between Parent and the Company.
involving consideration conasisting of cash and Paremt equity securities to be paid to the Company’s
stockholders in 2 merger. Mr. Souter indicated, however, that Parent did not want o be involved in an auction
of the Campany, and therefore aceded & period of lour weeks of exclusivity during which it could conduct due
diligence and, assuming satisfaction with the results thercaf, negotiate and cater into a definitive transaction
agresment with the Company.

The next day. Mr. Cochmane and representatives of Parent's Jegal and financial advisors met in Houston,
Texas, with Mr. King, Mr. Mercadante and certxin other executives of the Company, and the Company’s legal
advisors, 10 discuss the terms of Pareat’s transaction proposal and the terms of a confidentiality and standstill
sgreement and exclusivity agreement proposed by Parent. Mr. King informed Mr. Cochrane that the
Company had recsived a proposai for & transaction from another company. and thar the Company could not
enter into an exclusivity agreement until the Company’s Board of Directors and its financial advisor had
‘contidered Pgrent’s and the other company’s proposals. A Campany Board of Directors meetiag was
scheduled for the next morning. Mr. King also asked for clarification of the terms of Parent's proposal.

On May 26, 1999 before the Company’s Board of Discctors mecting, Parent submitted a written proposal
for a business combination transaction invalving equity sccurities of Parent and the opponiunity for Company
_ shareholders 1o receive up 1o 50% of their considerntion in cash, at an incressed valuation for the Company
from the valuation that was indicated on Maxy 24. Parent’s ongoing interest in the Company was subject to the
condition that Parent would have an exciusive period to conduet a due diligence investigation of the Campany.

Aftor tho Company's Board mesting, Mr. King informred Mr. Cochrane that tha Campany was interosted
in pursuing s transection with Parent, bat that the Board and its financial advisar would need time to consider
valuagon snd other matters before the Company would be willing to connider an exclusivity anrangement with
Parent. The Company advised Parent it would be willing to enter into a confidentiality and standstill

18



APPENDIX I: INFORMATION ON STAGECOACH

Description
UK Bus

Sugecoach has approximarely & 16% share of the UK bus market. The company has & fleet of
7.500 bntes with an sverasge sgr of seven years, the lowest in the induswyy. In 1998, the UK bes

business was ramuctued from nineteen individual companies into three regions.

Overseax Bus

Ovtside the UK Stagecoach runs bus services in Sweden, Pinland. Portugal, New Zezland (in
canjunction with ferries), Australia, Hong Kong and China.

Train Operuasions

Stagecoach holds two UK mil franchises - Sovth West Trains, which is che biggest aingle
franchise in the UK. and the kland Line. Both franchises were swarded for seven years in 1996.
In 1998, Stagecoach purchased 3 49% shareholding in Virgin Rail Group, operstor of the West
Coast Mxin Line and CrossCountry franchises. both of which run w 2012.

Pormerdroot

Ponerorook is one of thres rolfing stock companies which currently own the engre fleet of UK

milway stock. - Porterbrook provides rolling stock under operating leases m eighteen of the
twenty-five LUK tain operating cornpanies and carries out heavy maimenance on the rolling

stock,
Prestwick Airport

Stagecoach acquired Prestwick Afrport in April 1998. Prestwick urrently handles over 600.000
passengers per annom and 52.000 freigin tonnes per annum.

Road King
Stagecoach acquired a minority stake in Road King, a Chinese soil road operator. in April 1998.

10
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SWSMGmupMMLwAmm

Presanted ander UK GAAP

million 1998 1999 (onsudited)
g:ronp ‘l'u:)novur 13470 1,548.4
Tow! Opersting Profit (in:hding share 2163 274.7
of joim vemures snd escciatos)
Pmﬁ! on ordinary activities bcfon: 1857 210.1
ms)hmﬂw 1135 _ 1584
Earnings per ordinary share (basic) 12.0p
Dividends per ordinary share 24 3.0p
1998 EPS ressand 10 take int account subdivision of andinery shares from 2.5p w0 0.3p on 19 October 1988,
Stagecoach Swroamary Group Balsnce Shects
Presented onder UK GAAP

Y A

(£ million) 1998 1999 (snaudited)
Fixed assets : 1.520.) 2,105.8
Current asacts 3310 3164
Creditors: amounss falling duc within (600.0) (706.3)

one ysar :
Nez current lisbilities {265.0)
Touwl assets less curvent Lahilities 1251.1 19159
Creditors: amoums falling due after (741.7) (950.8)

more than one year
Provitions (239.) i
Net aasets 7310
Equity shareholders’ funds 269.8 73190
Capitsl cmployed __210. 7310

1998 figres eemated tn refiees Finaeeia] Raparting Standard Numbeys 11 and 12,

11



'. SUPPLEMENT 13-3 .

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

{(Mark One)

Quarterly report pursuant to Section {3 or 15(d) of the Securities Exchange Act of 1934
g For the quarterly period ended March 31, 1999  or

Transition report pursuane to Section {3 or L5(d) of the Securities Exchange Act of 1934
For the transition period from to

Commission File Number: 0-280356

COACH USA, INC.

(Exact name of Registrant as specified in its charter)

Delaware ' 76-0496471
(Stare or other jurisdiction of _ (I.R.S. Employer Identification No.)
incorporation or organization) :

One Riverway, Suite 500

Houston, Texas - 77056
(Address of principal executive offices) . ) (Zip Code)

Registrant's telephone number, including area code:  (713) 888-0104

Indicate by check mark whether the Registrant (1) has filed all rc{:ons required to be filed by
Section 13 or 15-(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the registrant’ was required to file such reports); and (2) has been subject 10 such filing
requirements for the past 90 days. ~

Yes No

The number of shares of Common Stock of the Registrant, par value $.01 per share. outsianding
at Mav 7. 1999 was 25,429.490.



E' .

COACH USA. INC.
FORM 10-Q FOR THE QUARTER ENDED MARCH 31, 1999

INDEX
Page
Part [ - Financial Information
[tem | - Financial Statements )
COACH USA, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets . . . . .. .. .. .. . . . . ... 3
Condensed Consolidated Statements of Income . ... .. .. ... ... ... .. ... 4
Condensed Consolidated Statements of Stockholders” Equity . ... ... ...... 3
Condensed Consolidated Statemnents of Cash Flows . . .. . . ... .. ... .. ... 6
Notes to Condensed Consolidated Financial Statements . . . ... .. ... ... ... 7
Item 2 - Management's Discussion and Analysis of Financial Condition
and Results of Operations . .. .......... ... .. . ... 18
[tem 3 - Quantitative and Qualitative Disclosure About MarketRisk . .. ... ... . ... 23
Part I - Other Information
Itern 6 - Exhibits and Reportson Form 8-K . . . ............ ..ot 24
(a) . Exhibits. -
27 - Financial Data Schedule.
{b) Reports on Form 8-K.
25

Signature



COACH USA, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts In Thousands, Except Share Data)

December 31, Marcch 31,
1998 1999
(Unaudited)
ASSETS
CURRENT ASSETS:
Cashand cashequivalenrs . . . .. ............ ... . ... .. ..... $ 8267 5 8079
Accounts receivable, net of allowance of 35,330 and 35,149 . . . ... .. .. 76.748 75.782
Inventories . ... ... 35,196 37,769
Notes receivable, current portion .. . ... ... ... ... 4 856 5.160
Prepaid expenses and other currentassets . ... ... . ...... .. ..., .. 23,749 30,416
Total cCurrent assers . . ... . .. ... e 148.816 157.206
PROPERTY AND EQUIPMENT . net . ... ... ... .. .. . . . ... ... 574,313 596,349
NOTES RECEIVABLE. net of allowance of $500and $500 . . . . .. .. .... ... 23.658 23,571
GOODWILL, net . . . . e e e 404,992 406,344
OTHER ASSETS. net . . .. . . ... e 27 464 19,457
Total assers . . . ... e 31,179,243 51,203 927
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Current maturities of lonog-term obligations . . . .. ... ...... .. .... S 23,072 3 16,059
Current marurities of convertible subordinatednotes . . . .. ...... . ... 12,415 13,250
Accounts payable and accrued liabilities . . . .. .. ......... ... . .. 138,757 144,056
*Total current liabilities . .. ....... ... ... ... ... . ... 174,244 173,365
LONG-TERM OBLIGATIONS, pet of current mammirties . . . ............. 372,482 405,453
SENIOR SUBORDINATED NOTES . . ... ... .. .. 156.000 150.000
CONVERTIBLE SUBORDINATED NOTES, net of current marturities . . .. ... 66,339 61.348
DEFERRED INCOME TAXES . . . .. . ... it 65,136 63,957
Total liabilities . . ... .. ... ... ... ... . ... Ll 828 201 854,123
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY: ‘
Preferred stock $.01 par, 500,000 shares authorized, 1 share issued
andQUISEARAING . . . . . ... - -
Common stock $.01 par, 100,000,000 shares authorized, 25,412,130 and
25,427,140 shares issued and outstanding, respectively . ... . ... .. .. 254 254
Additional paid-incapital . .. ... . ... ... ... .o 258,709 259,003
Cumulative other comprehensive income . .. .- - . .o (961) {904)
Retained €armungs . . . . . .. . ... . .. 93.040 91,451
Total stockholders' equity . . ... ...... ... .. 351,042 349 804
Total liabilities and stockholders’ equity . . .. .. ......... ... $1,179.243 51,203,927

The accompanying notes are an integral part of these condensed consolidated financial statements.



COACH USA, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Amounts in Thousands, Except Per Share Data)

(Unaudited)
Three Months Ended
March 31.
1998 1999
REVENUES . . . . .. . S 149,983 % 201,599
QOPERATING EXPENSES . . .. .. ... . . ... . . . ... . ... 117,980 155.946
Grossprofit . . .. ... ... e 32,003 45,653
GENERAL AND ADMINISTRATIVE EXPENSES . ... . ... 18.814 26.038
AMORTIZATION EXPENSE . ... . ... . ... . ... 1,439 2.687
Operaling income . . ... ..., .. .. ...« urva.. 11,750 16,928

INTERESTEXPENSE . ... ... ... . .. .. 7,745 10,990
INCOME BEFORE INCOME TAXES,

EXTRACORDINARY ITEMS AND CUMULATIVE

EFFECT OF CHANGE IN'ACCOUNTING PRINCIPLE . .. 4,005 5,938
PROVISION FOR INCOME TAXES .. ... ............. 1,562 2.375
INCOME BEFORE EXTRAORDINARY ITEMS AND

CUMULATIVE EFFECT OF CHANGE IN

ACCOUNTING PRINCIPLE . . . . ... ... ... ... ..., 2,443 3,563
EXTRAORDINARY ITEMS, net of income taxes . ... ...... (88) -
CUMULATIVE EFFECT OF CHANGE .

IN ACCOUNTING PRINCIPLE, net of income taxes .. ... - (5.15
NET INCOME (LOSS) . . . . ... . . i s 2355 S (1.589

BASIC EARNINGS PER COMMON SHARE:
INCOME BEFORE EXTRAORDINARY ITEMS AND
CUMULATIVE EFFECT OF CHANGE IN

ACCOUNTINGPRINCIPLE . ................. S Al S 14
EXTRAORDINARY ITEMS . ... ... . \.ovurrrene.. - .
CUMULATIVE EFFECT OF CHANGE

IN ACCOUNTING PRINCIPLE . .. .. ........... - (.20)
NET INCOME (LOSS) « . oot oo einen S A1 S (.06)

DILUTED EARNINGS PER COMMON AND COMMON
EQUIVALENT SHARE:
INCOME BEFORE EXTRAORDINARY ITEMS AND

CUMULATIVE EFFECT OF CHANGE IN

ACCOUNTING PRINCIPLE . ... ..........-... s a1S 14
EXTRAORDINARY ITEMS . ... ...ciinnnn. (.01 -
CUMULATIVE EFFECT OF CHANGE

IN ACCOUNTING PRINCIPLE . . .............. . (.20)
NET INCOME (LOSS) © oo 3 10 S (.06)

The accompanying notes are an integraj part of these condensed consolidated financial statements.



COACH USA, INC.

AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(Amounts in Thousands)

Cumuiative
Additional Other Total
Comprehensive Common Stock Paid-In  Comprehensive Retained Stockholde:
Income - Shares  _Amount __Capital Incame Earnings Equity
BALANCE AT DECEMBER 31, 1997 21,818 S 218 $121.534 S (479) S 39,282 $160.55:
Issuance of Common Stock: .
Acquisition of Purchased Companies . 331 3 7.906 . - 7.90°
Exercise of stock options and warrants 280 3 7.688 - - 7.69
Conversion of convertible subordinated
NOEES . . . . ovn e 683 7 23.158 - - 23.16
Proceeds from sate of Common Stock 2.300 23 98,423 - - 98.42.
Comprehensive income:
Other comprehensive income:
Foreign currency transiation
adjustments .. ........ ... s (223) - - - (2an - (22
) Minimum pension liability . . . . .. (259) - - - (259) - 25
Netincome . ................. 53.758 - - - - 53,758 53.75
Comprehensive income . . .. ... S 53,276 - - - - -
BALANCE AT DECEMBER 31, 1998 ... .. 25,412 S 254 $258.,709 S {961) S 93.040 S351.04
Issuance of Common Stock: ’
Exercise of stock options . . ... .. .. 15 - 294 - - 29
Comprehensive income:
Other comprehensive income:
Foreign currency transjation -
adjustments . . ........... b 57 - - - 57 - 5
Netloss ... .......c.. .. {1,589 - - - - (1.589) . (l.58
Comprehensive income . . ... ... b f1.532) - - - - - -
BALANCE AT MARCH 31, 1999 (unaudited) . 25,427 S 254 $259.003 S ___ i904) S 91451 $349.8C

The accompanying notes are an integral part of these condensed consolidated financial statements.



COACH USA. INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in Thousands)

The accompanying notes are an integral part of these condensed consolidated financial statements.

(Unaudited)
Three Months Ended
March 31,
1998 1999
CASH FLOWS FROM QPERATING ACTIVITIES:
Net income (loss) . . ., ... ... e 5 2355 5 (1.58%9)
Adjustments to reconcile net income {loss) 10 net cash
provided by operating activities -
Depreciation and amortization . ... ... ... e e .17 16.559
(Gain) loss onsale of assets . .. . ... . ... .. (251) 28
Deferred income tax provision (bepefit) . .. ... .. ... oL 1,702 (4.614)
Effect of cumulative change in accounting principle . . . . ... .. ... . ... - 8.588
Changes in operating assets and liabilities. net of effect of
Purchased Companies -
Accounts receivable, met . . .. ... .. L (4,681 1.026
INVENIDTIES . . . e e e e (3.178) (5.017)
Prepaid expenses and other current assets . . . ... ..., ... ... ... 2,247 (6.623)
Accounts payable and accrued liabiliies . . . ... ... .. ... (8,10%) 2,847
OBET o oo ot e e e o 54 (785)
Net cash provided by operating activities . . ............... 1,258 10,420
CASH FLOWS FROM INVESTING AC‘I‘IVITIES
Additions to property and squipment . . ... ..o e e (35.340) (32,744)
Proceeds from sales of property and equipment . . . . . e 13,180 2.277
Cash consideration paid for Purchased Companies, net of cash acquired . . . . ... .. (18,385 (1,123)
lncrcasc in notes receivable . . . L. e 1,693 (1217
Net cash used in inpvesting activities . . .. ... ... .. ... L. (52,238) (32.807)
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on lopg-term obligations . . . . .. .. ... ... oL 30,253y  (12.62D)
Proceeds from issuance of long-term obligations . .. .. ....... e 80,249 34,469
" Proceeds from issuance of Common Stock . . .. .. ... . ... [P 1,463 294
Net cash provided by financing activities . . . .. ... ..., ... 51,459 22.142
EFFECT OF EXCHANGE RATE CHANGES . . . .. LU, 24 57
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ... ...... 503 (188)
CASH AND CASH EQUIVALENTS, begioning of period . . ... ... ........... 3 648 8:267
- CASH AND CASH EQUIVALENTS, endofpericd . .. ... ....... ... ... ... .. S 4151 5 8079
SUPPLEMENTAL DISCLOSURE OF CASH FI_OW
INFORMATION:
Cash paid for interest . . . .. .. ... ... e $ 11365 S 14,123
Cash paid for income taxes . . . .-.. ... .. e PP L 6.676 . 350
Assets acquired under capital leases .. ... ........ ... e - 1.081
Convertibie subordinated notes and other notes issued for Purchased Companies . . 9.626 -



COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. BUSINESS AND ORGANIZATION

In Seprember 1995, Coach USA. Inc. ("Coach USA" or the "Company ™) was founded 1o create a
national company providing motorcoach transporiation services, including charter and tour services. and
related passenger ground transportation services.

In May 1996, Coach USA acquired. simultaneously with the closing of its initial public offering, six
established businesses. Through March 31, 1999, the Company has acquired over 70 additionai passenger
ground transportation businesses. Of these additional businesses acquired. 22 were accounted for as
poolings-of-interests. The remaining businesses acquired were accounted for as purchases and are referred

to herein as the "Purchased Companies” (see Note 5).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentarion

The accompanying condensed consolidated financial statements include the accounts of Coach USA |
and the Purchased Companies since their respective dates of acquisition.

Interim Condensed Consolidated Financial Information

The unaudited condensed consolidated financial statements have been prepared pursuant to the rules
and regulations of the Securities and Exchange Commission (SEC). Cermain information and footnote
disclosures. normally included in annual financial statements prepared in accordance with generally accepted
accounting principles. have been condensed or omirted pursuant to those rules and regulations. although the
Company believes that the disclosures made are adequate to make the information presented not misleading.
In the opinion of management, all adjusmments. consisting only of normal recurring adjustments. necessary
to fairly present the financial position, results of operations and cash flows with respect to the interim
consolidared financial statements, have been included. The results of operations for the interim periods are
not necessarily indicative of the results for the entire fiscal year.

It is suggested that these condensed consolidated financial statements be read in conjunction with the
audited consolidated financial statements and notes thereto included in Coach USA’'s Annuai Report on

Form 10-K for the year ended December 31, 1998, as filed with the SEC. .

Seasonality

The timing of certain holidays, weather conditions and seasonal vacation pamerns may cause the
Company's quarterly results of operations to flucruare significandy. The Company expects to realize higher
revenues. operating income and net income during the second and third quarters and lower revenues and

net income during the first and fourth quarters.



COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -
(Continued)

Reclassificarions

Cerrtain reciassifications have been made in prior periods 10 conform with the current presentation.
All significant intercompany transactions have been eliminated in consolidation.

Foreign Currency Translation

The Company’s Canadian subsidiaries maintain their books and records in Canadian doliars. Assets
and liabilities of these operations are translated into U.S. dollars ar the exchange rate in effect at the end of
each accounting period, and income staiement accounts are (ransiated at the average exchange rate
prevailing during the period. Gains and losses resulting from such translation are reporied as an element
of comprehensive income and as a separate component of stockholders’ equity. Gains and losses from
transactions in foretgn currencies are reported in other income and are not significant.

Cumulative Other Comprehensive Income

Asof March 31, 1999, the components of curnulative other comprehensive income include $0.3 million
related 10 a2 minimum pension liability and $0.6 million in cumulative foreign currency transiation
adjustnents. In additon, comprehensive income for the three months ended March 31, 1998 was $2.4

million.
New Accounring Pronouncements

The Company has adopted Statement of Financial Accounting Standard (SFAS) No. 131. “Disclosures
about Segments of an Enterprise and Related Information”. SFAS No. 131 superceded the business segment
disclosure requirements previously in effect under SFAS No. 14, SFAS No. 131, among other things,
establishes standards regarding the information a company is required to disclose about its operating
segments and provides guidance regarding what constitutes a reportable operating segment.

In April 1998, the American Institute of Certified Public Accountants issued SOP 98-5, "Reporting on
the Costs of Start-Up Activities". The effective date of this pronouncement is for fiscal years beginning
after December 15, 1998. Aradoption, SOP 98-5 requires the Company to write off any unamortized start-
up costs as a cumulative change in accounting principle and expense all future start-up costs as they are
incurred. The Company has adopted SOP 98-5 effective January 1, 1999. The adoption of SOP 98-3
resuited in a non-recurring, non-cash, after-tax charge of approximately $5.2 million.

SFAS No. 133, "Accounting for Derivative [nstruments and Hedging Activities. " was issued in June
1998 and requires companies to recognize ail derivative instruments as assets or jiabilities in the balance
sheer and to measure those instruments at fair vajue. SFAS No. 133 must be adopted by the Company no
later than January 1, 2000, aithough earlier application is permirted. The Company is currently evaluating

the potential impact of implementing SFAS No. 133.



COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -
(Continued)

3. NET INCOME PER COMMON SHARE

Earnings per share amounts are based on the weighted average numkber of shares of common stock and
commean stock equivalents outstanding during the period. The weighted average number of shares used to
compute basic and diluted earnings per share for the three months ended March 21, 1998 and 1999 are
illustrated beiow (in thousands): =

Three Months Ended
March 31,
1998 1999

Net income (loss):
Net income for basic earnings per share -
incomne available to common stockholders . .. ... ... ... L. § 2355 3 (1.589)
Effect of converrible subordinated notes under the
"if converted” method - interest expense addback.

netoftaxes L L. - -
Net income (loss) for diluted earnings per share - income
available to common stockholders . . . . . . e e $ 2355 S (1.589)

Weighted average shares:

Weighted average shares outstanding for -

basic earnings pershare . ... ..., ... ... oL 22,024 25.421
Effect of dilutive stock options and warrants . . . ... ... ........ 599 333
Effect of convertible subordinated notes under ’

the "if converted” method - weighted average

convertible shares issuable ¥ . . . ... ... oL - -
Weighted average shares outstanding for diluted

22,623 25,754

earnimgs pershare . . . ... .. ... L L e

(1) All convertible subordinated notes outstanding as of March 31,1998 and 1999 are anti-dilutive for purposes of
determining earnings per share. As such, they have been excluded from the calculation for the respective periods

presented.

4. LONG TERM OBLIGATIONS
Revolving Credit Fat.;il;'n:es

In August 1998, the Company amended and restated its' revolving credit agreement. The credit
agreement provides for revolving credit facilities totaling 5425 million through a bank syndicarte and allows
for an additional $80 million of debt outside the credit facilities, in addition to fully subordinated debt. The
revolving credit facilities consist of two tranches. Tranche "A" is a $300 million credit facility that marures
in August 2001, at which time all amounts then outstanding become due. TrancheB” is a $125 million
credit facility that provides for a 364 day term which may be renewed or converted [0 a two-year term loan.
The proceeds of the facilities are to be used for working capital. capital expenditures and acquisitions.
including refinancing of indebtedness related to acquisitons. The facilities are secured by substantiaily all
of the assets of the Company. Interest on ourstanding borrowings is charged. at the Company's option. at
the bank's prime rate, or the London Interbank Offered Rate ("LIBOR") pilus 0.50% 10 1.25%. as
determined by the ratio of the Company's funded debt to cash flow, as defined. A commimmnent fee is
payable on the unused portion of the facilities. Under the terms of the credir agreement, the Company must



COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -
(Continued)

maintain cermain minimum financial ratios. The credit agreement prohibits the pavment of cash dividends.
As of March 31, 1999, the Company had a total of $421.5 million outstanding under the revolving and other
outside credit facilities and had utilized $21.8 million of the facilities for letters of credit securing certain
insurance obligations and perforrnance bonds, resuiting in a borrowing availability of $61.7 million under
the revolving and other outside credir facilizies.

Convertible Subordinated Nores

As of March 31, 1999, the Company had outstanding $74.6 million of convertible subordinated notes
issued 1o certain former owners of the Purchased Companies as partial consideration of the acquisition
purchase price. The notes bear interest at a weighted average interest rate of 4.58% and are convertible
by the hoider into shares of Common Stock. at any time after one year of issuance.

5. BUSINESS COMBINATIONS

Purchases

During 1998, the Company acquired several businesses in transactions accounted for as purchases.
The aggregate consideration paid in these transactions was $186.7 million in cash, net of cash acquired,
approximately 331,000 shares of the Company's Common Stock, 549.7 million in subordinated notes
convertible into approximately 971,000 shares of Common Stock and S18.4 million of other subordinated
notes payable. The accompanying condensed consolidated balance sheet as of March 31, 1999, includes
certain pretiminary allocations of the respective purchase prices and is subject to final adjustnent. The
preliminary allocations resulted in goodwill recognized of $258.6 million, representing the excess of the
purchase price over the fair value of the net assets acquired.

During the three months ended March 31, 1999, the Company acquired additional businesses in
transactions accounted for as purchases. The aggregate consideration paid in these transactions was-$1.3
million in cash, net of cash acquired. The accompanying condensed consolidated balance sheet as of March
31, 1999, includes certain preliminary allocations of the respective purchase prices and is subject to final
adjusmment. The preliminary allocations resuited in goodwill recognized of $1.4 million. representing the
excess of the purchase price over the fair vaiue of the net assets acquired.

The Pro Forma for Purchased Companies data below gives pro forma effect to the acquisition of the
Purchased Companies as if those acquisitions occurred on lanuary 1, 1998, and gives further pro forma
effect to (i) cerain reductions in salaries and benefits to the former owners of the Purchased Companies
. which were agreed t0 in connection with the acquisitions of the Purchased Companies (collectively, the
"Compensation Differential"), (ii) the amortization of goodwill, (iii) interest expense anributable to cash
expended and convertible subordinated and other notes issued in connection with the acquisition of the
Purchased Cormpanies. (iv) an adjusanent to record the interest savings related to the repayment of debt from
proceeds of the secondary offering of Common Stock compieted in May 1998, as if the offering had been
completed at the beginning of all periods presented, and (v) income tax adjusanents anributable to the abave

adjustments (in thousands. except per share data).



COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -

(Continued)
Pro Forma for Purchased Companies:
Three Months Ended
March 31.
1998 1999
(unaudited)
Revenues .. ... ... .. O 5194 838 %202.099
Income before extraordinary items and cumulative
effect of change in accounting principle . . . ... ... ... 2,231 3.617
Diluted earnings per share before exmaordinary items
and cumulative effect of change in accounting principle . .09 14

The pro forma resuits presented above are not necessarily indicative of acrual results which might have
occurred had the operations and management teams of the Company and the Purchased Companies been

combined at the beginning of the periods presented.
. 1

6. COMMITMENTS AND CONTINGENCIES

Claims and Lawsuits

The Company is subject to certain claims and lawsuits arising in the normal course of business, most
of which involve claims for personal injury and property damage incurred in connection with its operations.
The Company maintains various insurance coverages in order to minirnize financial risk associated with the
claims. The Company is aiso subject to routine litigation regarding conmracts and employment claims. The
Company has provided for certain of these actions in the accompanying interim condensed consolidared
financial statements. [n the opinion of management, uninsured losses, if any, resulting from the ultimate
resolution of these matters will not be material o the Company's financial position or results of operations.

Regulatory Marters

The Surface Transportation Board (STB) must approve or exempt any consolidation or merger of two
or more regulated interstate motorcoach operators or the acquisition of one such operator by another. As

of May 7, 1999, the STB had approved or exempted from regulatory approvai requirements each of the
acquisition transactions involving federally-regulated interstate motorcoach operators entered into by the

Company through August 1998. There can be no assurance that the Company will be able to obtain such
approval orexemption with respect to the acquisitions completed after August 1998 or future acquisitions.

Esrimared Insurance Claims

The primary casuairy risks in the Company s operations are bodily injury and propetty damage to third
parties and workers’ compensation. The Company has commercial liability insurance policies that provide
coverage by the insurance company. subject to deductibles ranging from $5,000 to 5$1,000.000, with a
majority of claims being made against the motorcoach operations. where the-per incident deductible is
$1,000,000. As such, any claxm within the deductible per incident would be the financial obligation of the

Company.

The accrued insurance claims, included in accounts payable and accrued liabilities on the accompanying
condensed consolidated balance sheet, represents management’s estimare of the Company s patential claims



COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -
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costs in satisfying the deductible provisions of its insurance policies for ¢laims occurring through March 31,
1999, The accrual is based on known facts and historical trends. Management believes such accrual to be

adequate.
7. INDUSTRY AND GEOGRAPHIC AREA SEGMENT INFORMATION

The Company’s operations consist of providing mororcoach transportation services and taxicab
services. The motorcoach service segment has operations in the United States and Canada. The taxicab
service segment has operations in the United States only. The motorcoach transportation segment consists
of several similar services including charter and tour, sightseeing, airport service, special destination.
commuter services, outsourcing and privatization contracts, and paratransit operations,

The tables below reflect certain information relating to the Company's operations by segment and then
by geographic concentration. Substantiaily all revenues represent sales from unaffiliated custorners. The
accounting policies of the segments are the same 2s those described in the summary of significant accounting
policies. For purposes of this presentation. general corperate expenses have been allocated berween
operating segments on 2'pro rata basis based on revenue (in thousands).

Three Months Ended
March 31, -
1998 1999
(unaudited)
BY SEGMENT:
Revenues:
Motorcoach Transportation . ................ 5$126,048 $171,953
Taxicab Services . . . .. ... . ... ..o 23,935 29.646
Total . ... ... . e $.149 983 $201.599
Operating Profit:
Motorcoach Transportation . . ............... $ 8,398 s 12,312
Taxicab Services . . . ... ..... ... .. .. ... 3,352 4616
Total ......... ... .. . .. ... S 11.750 S 16928
BY GEOGRAPHIC AREA:
" Revenues:
United States . ... ... .. ... $ 142,879 $ 194,660
Canada .. ..... ... .. 7.104 ___ 6,939
Total .. ... ... . . $149,983 $201.599



COACH USA. INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -
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8. SUPPLEMENTAL GUARANTOR INFORMATION

The Company's payment obligations under the Senior Subordinated Notes are jointly and severally
guaranteed by all domesiic subsidiaries (the Guarantors) of the Company. The following unaudited
condensed consolidating balance sheet, statement of income and statement of cash flows presents the
combined financial statemnents of the Guarantors and non-guaranior subsidiaries. Separate financial
statements and other disclosures concerning the Guarantors are not deemed marterial to investors.
Information as of March 31, 1999 and for the three months then ended has been omitted as the total assets
and pre-tax income of the non-guarantor subsidiaries is less than 3% of the consolidated total.



COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -

(Continued)

Condensed Consolidating Balance Sheet
As of March 31, 1998

(In Thousands)
(Unaudited)
Coach Guarantor  Nooguaranior
USA, [nec. Subsidiaries Subsidiaries Eliminations Consolidated
ASSETS
CURRENT ASSETS:
Cash and cash equivalents . .. ......... s - 3 4,610 S 459) § 5 4.151
Accounts receivabie. net of allowance . . . . - 46,639 2,787 49.426
Inventories . . .. ... .. ... . ... - 24,502 {655 26.157
Notes receivable. current portion . . ... .. - 4,497 - 4.497
Prepaid expenses and other current assets . . - 21,304 1 186 13.790
Total currentassets . . .. ... ...... - 101,552 5,469 - 107.021
PROPERTY & EQUIPMENT. net ... ... - 4435976 14,960 460,936
NOTES RECEIVABLE. net of allowance . - 10,240 - 10.240
GOODWILL.net . . ... ..o oot ien - 164,688 9.326 174,014
INTERCOMPANY & INVESTMENTS
IN SUBSIDIARIES . ... ... e 504,560 - - (504.560) -
OTHER ASSETS.net .............. 7.039 10,406 380 17,825
Toralassets ... .......0vvuunnn T§ 511599 § 732862 § 30135 S _(504.560) S 770,036
LIAi!ILl'I‘IES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Current maturities of long-term obligations . s - 8§ 5352 % 9340 § 5 14692
Current maturities of convertible
subordinated notes . ... .. ... . ... - 8.330 - 8.330
Accounts payable and accrued liabilities . . . 3,899 84 826 4 862 _53.588
Totai current liabilities . . . ... ..... 1899 98,508 14,202 - 116,610
LONG-TERM OBLIGATIONS. net of current
MatUTItES . . o v v v e e v e e e v ee s 186,043 471.695 10.058 (433.046) 234.750
SENIOR SUBORDINATED NOTES . ... ... 150,000 - - 150.000
CONVERTIBLE SUBORDINATED NOTES.
net of current maturities . .. . ... . N - 51.596 - 51.596
DEFERRED INCOME TAXES . . ........ - 42,965 2,458 45 423
Total liabilities . . ... ........... 339.942 664,764 26719 (433.046) . 598.379
STOCKHOLDERS® EQUITY:
Preferredstock . . . . .......... EIP - - - - -
COmMMON SIOCK . . . . v u vt e 22 80 5 (85) 222
Additional paid-incapital .......... .. 130,253 55.442 1.668 _  (57.110) 130.253
Cumulative other comprehensive iicome . . (455) - (455) 455 (455) -
Retained earnings . . . .. .. .. ST 41,637 12.576 2.168 (14774 41.637
Total stockholders’ equity . . . . .. ... 171,657 68.098 1,416 (FL514) __ 171,657
Total liabilities and stockhoiders” equity §  511.599 §_732.862 S 30135 S (504.560) S 770,036
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Condensed Consolidating Statement of Income
For the Three Months Ended March 31, 1998
(In Thousands)

(Unaudited)

Coach Guaranter Nonguarantor

LSA, Inc. Subsidiaries Subsidiaries Eliminations Consolidated

REVENUES . . ..., .. ... . .. s - 5 142812 % 7171 S $ 149,983
OPERATINGEXPENSES .. ... ... ....... - 110,514 7.466 ~117.980
Grossprofit . . ............. . ...... - 32.298 (295} - 32.003
GENERAL AND ADMINISTRATIVE EXPENSES 18 £7.960 836 18.814
AMORTIZATION EXPENSE ... .......... 372 997 70 1,439
Qperating income . . . .. ... ... ..., (3%0) 13,341 (1,20D) - 11.750
INTERESTEXPENSE ... ............... . - . 1.356 389 7.745
EQUITY IN INCOME OF SUBSIDIARIES .. .. 2.745 - - {2.745) -
INCOME BEFORE INCOME TAXES AND .
EXTRACRDINARYITEMS . ... ........ 2.355 5,985 (1,590) (2,745) 4,005
PROVISION FOR INCOME TAXES ........ . = 2215 (653) 1,562
INCOME BEFORE EXTRAORDINARY [TEMS 2,355 3,770 (937 (2.745) 2,443
EXTRAORDINARY ITEMS., net of income taxes - (88) - 88)
13.745) S 2,355

NETINCOME ... ... ... ... ... ... .... s 3,355 5 3.682 3 3D 3



COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Condensed Consolidating Statement of Cash Flows
For the Three Months Ended March 31, 1998

{In Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Netincome ... ..... ... ... 0.
Adjustments (o reconcile net income -

Depreciation and amorization . . ......,.....
Equity in income of subsidiaries . . ..........
Gainonsaleofassetss . .. ... ... .. .....
Deferred income tax provision . . . ..........

Changes in operating assets and liabilities. net of

effect of Purchased Companies ~

Accounts receivable, ner . ... ... ..., ... .
Inventories .. ......... . ... .. 0.
Prepaid expenses and other current assets , . . . . .
Accounts payable and accrued liabilities . . . . .
Other . ... . i i
Net cash provided by operating activities . .

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property and equipment . ... ..

Proceeds from sales of propeny and equipment . . .
Cash consideration paid for Purchased Companies. net

Increase in notes receivable . ... ... ... ... ...
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Intercompany activity . .. ... .. .uu o u ..
Principal payments on fong-term obligations . . . ...
Proceeds from issuance of long-rerm obligations
Proceeds from issuance of Common Stock .. ... ..
Proceeds from issuance of Common Stock . ... ...

Net cash provided by financing activities
EFFECT OF EXCHANGE RATE CHANGES .. ...
NET INCREASE (DECREASE) IN CASH . . ... ...

CASH AND CASH EQUIVALENTS.
beginningof period . ... ..................

CASH AND CASH EQUIVALENTS. end of period .. §

(Upaudited)
Coach Guarantor  Nonguarantor
USA. Inc. Subsidiaries  Subsidiaries Eliminations Consolidated
2355 § 3.682 S (937 S (2735 S 1,355
n 10,577 168 11017
(2.745) - - 2.745 -
- (38} {163) (251)
- 2.118 (417 t.702
- (5.191}) 510 (4.681)
- (2,992} {184) (3.176}
- 2.087 160 2.247
(3.993) (3.079) (1,037 (8,109},
123 4 {13) 54
(3,88%) 7.119 (1,973 - 1,258
- (34,598) (742) (35.340)
- 2,899 281 3.180
(18.38%5) - - (18.385)
- {1,699 - {1.693)
(18,385 (33.39) {461) ~ (52.238)
(45.850) 45,890 - -
- (29.915) (338) (30,253)
76,320 1,862 2,067 80,249
1,463 - - 1.463
31.893 17.837 1.729 - 51,459
- - 24 ~ 24
9.620 (8,436) (681) - 503
{9.620) 13,046 222 e 3.648
- S 4610 § (459 $ - 3 4,151




COACH USA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS -
{Continued)

9. SUBSEQUENT EVENTS

Subsequent to March 31, 1999, the Company acquired several taxicab operations and two additional
motorcoach businesses. The aggregated consideration paid in these transactions was $7.4 miilion in cash
and $2.1 million in convertible subordinated notes convertible into approximately 52,000 shares of the
Company's Common Stock. These subsequent acquisitions were accounted for as purchases.



PART I, ITEM 2
MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Introduction
Disclosure Regarding Forward-Looking Statements

The Company s disclosure and analysis in this report contains some forward-looking statements. The
forward-looking siatements give current expecianions or forecasts of future events. These statements are
identified by the facr that they do not relate sirictly to historical or current facts. They use words such as

“expect.” “intend. ” “plan, " "believe, " and other words and terms of similar meaning in connection with any
discussion of our furure operating or financial performance. Inparticular, these inciude statemenys relaring
to future actions, future trends, future performance or results of current and anficipared operations, sales
efforts. expenses, the outcome of contingencies such as legal proceedings, and financial results. From fime
lo fime. the Company also may provide oral or written forward-looking statements in other mazerials the

Company releases to the public.

Any or ail of the forward-looking statements in this report and in any other public statements the
Company makes may turn out to be wrong. They can be affected by inaccurate assumptions the Company
might make or by known or unknown risks and uncertainties. Consequently, no forward-looking statement .
can be guaranteed. Actual future results may vary matenially. '

The Company undertakes no obligation 1o publicly updare any forward-looking statements, whether as
a result of new informarion, future events or otherwise. You should, however, read any further disclosures
the Comparty makes on related subjects in the Company's 10-Q, 8-K and 10-K reports to the SEC inciuding
the caurionary discussion of risks, uncertainties and possibly inaccurate assumptions relevant 1o ‘the
Company's business. The facrors that the Company thinks could cause actual resulss to differ marerially
from expected and historical results include: a limited combined operaring history, the ability 10 execuse the
Company's acquisition strategy, capiial availability and acquisition financing, the effects of leverage,
seasonality of the motorcoach business, fluxuarions-in fuel prices and taxes, increases in insurance costs and
claims, comperition, labor relations, reliance on governmental funding, impacr of governmental regularion,
and environmental liabilities. Other factors besides those listed could also adversely affect the Company.
This discussion is provided as permined by the Privase Securities Lirigarion Reform Act of 1995.

The Company was founded in Seprember 1995 1o create a nationwide provider of motorcoach and other
ground transportation services.” Today, the Company is the leading provider of motorcoach, airport ground
transportarion and taxicab services in North America with operations in over 120 cities in over 30 states and
Canada. From the initial public offering in May 1996-through March 31, 1999, the Company has
completed over 70 acquisitions. Several of these acquisitions were accounted for as poolings-of-interests
while the remainder were accounted for as purchases. As a resuit, the consolidated financial statements,
including the historical results discussed below, include our historical financial statements {including the
Pooled Companies) for ail periods presented at historical cost, as if the Pooled Companies had always been
members of the same operating group and include the historical financial statements of the Purchased

Companies since their respective dates of acquisition.

The Company continues to-realize savings by consolidating certain general, administrative and
purchasing functions and reducing insurance expenses. [n addition. the Company continues 1o realize
savings from its ability to borrow at lower interest rates than the acquired companies. These savings are
partially offset by the cosis of being a public company and the incremenial costs related 10 the corporate



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS - (Continued)

management group. Neither these savings nor the costs associated therewith, for the periods prior to the
initia} public offering or the date of the respective subsequent acquisitions., have been included in the
financial information discussed below. As a result, historical resuits may not be comparable 1o, or indicative

of, furure performance.

The Company's motorcoach revenues are derived from fares charged to individuai passengers and fees
charged under contracts and other arrangements to provide motorcoach services. Taxicab operation
revenues are derived from fees charged to independent taxicab operators. Operating expenses consist
primarily of salaries and benefits for mororcoach drivers and mechanics, depreciation, maintenance, fuel,
oil, insurance and direct tour expenses. General and administrative expenses consist primarily of
administrative salaries and benefits, marketing, communications and professional fees.

Resuits of Operations (Unaudited)

Three Months Ended

March 31.
1998 1999

Revenues .. ... .................... e e $ 149,983 100.0% $ 201,599  100.0% .
Operating expenses . . .. . ... ... .ottt 117980 78.7 155,946 77.4

Gross profit . . . . ... ... e 32,003 21.3 45,653 22.6
General and administrative expenses . . . ... ... ........ 18,814 12.5 26,038 12.9
AIMOITIZAUON EXPENASE . . . . . . . . oo it ittt a _£.439 1.0 2,687 1.3

Operating income . . ... ................ U 11,750 7.8 16,928 B.4
Imterest Xpense . . . . ... . ... . e 1,745 5.2 10.990 5.5
Income before income taxes and extraordinary items

and curoulative effect of change in accounting principle . 4,005 2.7 5,938 2.9
Provision for income taxes . . ................¢. .. 1,562 1.0 2,375 1.2
Income before extraordinary items

and cumulative effect of change in accounting principle . §__ 2,443 1.6% S 3563 1.8%

The historical results above include the results of the Company, for all periods presented, and the
Purchased Companies from their respective dates of acquisition.

Historical results for the three months ended March 31, 1998 compared to 1999

Revenues increased by 34.4% to $201.6 million for the three months ended March 31. 1999. The
increase in revenues was pnmanly due to the incremental revenues of certain Purchased Compames
acquired in 1998 of $43.3 million and additional revenues of approximately $8.3 million related to the
expansion of privatization and outsourcing services and continued internal growth in the charter, tour and

taxicab operations.

Operating expenses increased 32.2% to $155.9 million for the three months ended March 31, 1999,
from $118.0 million for the three months ended March 31, 1998. The increase in operating expenses was
primarily due to the acquisition of the Purchased Companies in [998. However, operating expenses as a
percentage of revenues decreased from 78.7% for the three months ended March 31, 1998 (0 77.4% for
the three months ended March 31, 1999. This improvement is primarily anributable to lower maintenance
parts costs as a result of new equipment purchases and savings from the continued impiementarion of our
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national parts buying program. lower insurance costs and a decline in fuel and oil costs as a result of Jower
fuel prices.

General and administrative expenses increased 38.4% to 526.0 million for the three months ended
March 31, 1999, from $18.8 million for the three months ended March 31, 1998. The increase in general
and administrative expenses was primarily due to the acquisition of the Purchased Companies in 1998 and
the additional costs of the corporate management group required to execute corporate strategy and to
manage the consolidared group of companies. [n addition, as a percentage of revenues, general and
administrative expenses increased from 12.5% for the three months ended March 31, 1998 10 12.9% for
the three months ended March 31, 1999. This increase is primarily due to certain companies acquired
during the second and third quarter of 1998 that historically operate with higher levels of general and
administrative expenses as compared to the Company on a consolidated basis.

Interest expense increased $3.2 million for the three months ended March 31, 1999, as compared to
the three months ended March 31, 1998, due to higher levels of debt resulting from cash paid, debt assumed
and convertible subordinated and other notes issued in cennection with the acquisition of certain Purchased
Companies in 1998 and 1999, and additional equipment and other capital purchases. This increase was
partially offset by lower rates under the Company’s revolving credit facilities.

Net income before exiraordinary items and cumulative effect of change in accounting principle
increased during the three months ended March 31, 1999 as compared to the three months ended March 31,
1998, primarily due to the acquisitions of the Purchased Companies and the effects of increased purchasing
power on lowering certain operating costs and lower fuel prices.

Liquidity and Capital Resources

Net cash provided by operating activities was $10.4 miilion for the three months ended March 31,
1999. Capital expendirures during the period, net of trade-ins and proceeds from sales of property and
equipment, totaled $30.4 miilion. The majoriry of the capirtal expenditures were for the purchase of
motorcoach equipment for fleet additions. :

In August 1998, the Company amended and restated its revolving credit agreement. The credit
agreement provides for revolving credit facilities totaling $425 million through a bank syndicare and allows
for an additional $80 million of debt outside the credit facilities, in addition to fully subordinated debt. The
revolving credit facility consist of two tranches. Tranche "A” is a $300 miilion credit facility that marures
in August 2001, at which time all amounts then outstanding become due. Tranche "B" is a $125 million
credit facility that provides for a 364 day termn which may be renewed or converted to a two-year term loan.
The proceeds of the facilities are to be used for working capital, capital expenditures and acquisitions,
including refinancing of indebtedness relared to acquisitions. The facilities are secured by substantially all
of the assets of the Company. Interest on outstanding borrowings is charged, at the Company’s option, at
the bank’s prime rate, or the London Interbank Offered Rate ("LIBOR") plus 0.50% to 1.25%, as
determined by the ratio of the Company's funded debt to cash flow, as defined. A commiment fee is
payable on the unused portion of the facilities. Under the terms of the credit agreement, the Company must
maintain certain minimum financial ratios. The credit agreement prohibits the payment of cash dividends.
As of May 6, 1999, the Company had a total of $436.2 million outstanding under the revoiving and other
outside credit facilities and had utilized $21.8 million of the facilities for letters of credit securing certain
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insurance obligations and performance bonds, resulting in a borrowing availabilicy of $47.0 million under
the revolving and other outside credit facilities.

In May 1999, the Company announced its intention to offer $150 million to $200 million of senior
subordinated notes in order to improve the Company's financial flexibility and provide further resources
for its acquisition program. Proceeds from the debt offering would be used to reduce indebtedness under
the Company's revolving credit facilities. The Company has not signed a definitive agreement with an
underwriter at this time, therefore the Company can not guarantee that it will be successful in completing
any offering of debt securities.

Management believes that the Company's revolving credit facility, its cash flows from operations, and
shares of Comumon Stock available under its shelf registration statement will provide sufficient liquidiry or
acquisition currency to execute the Company's acquisition and internal growth plans for the next twelve
months. Should the Company accelerate its acquisition program, the Company may need to seek additional
financing through the public or private sale of equity or debt securities. There can be no assurance that the
Company could secure such financing if and when it is needed or on terms the Company deems acceptabie.

Year 2000 Issues

We have assessed our Year 2000 issues and have developed a pian to address both the information
technology ("IT") and non-IT systems issues. The plan involves the replacement or modification of some
of the existing operating and financial computer systems utilized by our operating subsidiaries. We have
not developed any computer systems we use in our business; consequently, we believe our Year 2000 issues
relate to systems that different vendors have developed and soid to us.

We have contacted the vendors that provide our phone systems, computer systems, fueling sysiems
and motorcoaches. We have received confirmation from our major vendors of motorcoaches, motorcoach
parts and equipment, telephone systems, computer systems and fueling.systems that their products are Year
2000 compliant. Further, we have replaced many computer-systems that are not Year 2000 compliant in
the normal course of updating various systems used at the operating subsidiaries. At this time, the
replacement of the systems which are not Year 2000 compliant is over fifty-five percent complete and the
amount expended to date is approximately $520,000. We believe that the cost to replace the remaining non-
compliant systems or the cost to update the systems in 1999 should not exceed $280,000, which costs wiil

be paid for with cash flows from operations.

In the worst case scenario, if the replacements and modifications are not completed, the operating

- subsidiaries may experience temporary problems with cerin computer systerns that conin date critical
functions. We believe that any temporary disruptions would not be material to our overall business or
results of operations. As a contingency plan, immediately prior to January 1, 2000, we intend to print all
reservations booked in our-systems, we intend to fill our vehicles’ fuel tanks, and we intend to take other

reasonably necessary steps so that' we can operate “manually” until such time as any temporary Year 2000
problerns related to our operatxons are-cured. .

As we acquire companies, we artempt to assess Year 2000 issues relating to their operating systems
and vehicles. Since our acquisition program is ongoing, our assessment of potential Year 2000 issues is not
compiete. Assuch, there can be no assurance that the systems of newly acquired companies. or the systems
of vendors and other third party relationships on which we may rely, will be made Year 2000 compliant in
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a timely manner or that any such failure to be Year 2000 compliant by another company would not have
a materiai adverse effect on our business or results of operations.



PART I, ITEM 3
QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

Quantitative and Qualitative Disclosure About Market Risk

The Company is exposed to market risk primarily from interest rates and certain commodiry prices.
Management is actively involved in monitoring exposure to market risks and continues to develop and utilize
appropriate risk management techniques. As such, the Company may enter into certain derivative financiai
instruments such as interest rate caps or swaps and commodiry forward conmracts. The Company does not use
derivative financial instruments for trading or to speculate on changes in interest rates or commodity prices.

The sensitivity analyses below, which hypothetically illustrates the Company’s potential market risk
exposure, estimates the effects of hypothetical sudden and sustained changes in the applicable market conditions
on 1999 earnings. The sensitivity analyses presented do not consider any additional actions management may
take (o mitigate exposure to such changes. The market changes, assumed to occur as of March 31, 1999,
include a 100 basis point change in marker interest rates and a 10% increase in the spot market price for diesel
fuel. The hypothetical changes and assumptions may be different from whar acrually occurs in the fure.

. Interest Rates. As of March 31, 1999, the Company had no derivative financial insoument to
manage interest rate risk. As such, the Company is exposed to earnings and fair value risk due to changes in
interest rates with respect to its long-term obligations. As of March 31, 1999, approximately 53.5% of its
long-term obligations were floating rate obligations. The detrimental effect on annual earnings of the
hypothetical 100 basis point inc :ase in interest rates described above would be approximately $3.5 million
before income taxes. This effect is primarily due to the floating rate borrowings under the Company's
revolving credit facilities. As of March 31, 1999, the fair value of the Company's fixed-rate debt is
approximately $297.4 million based upon discounted future cash flows using incremental borrowing rates and
current market prices. Market risk, estimated as the potential increase in the fair value of the Company’s fixed-
rate debt resulting from a hypotheticai 100 basis point decrease in interest rates, was approximately 50.7

million as of March 31, 1999.

«  Commodity Prices. The Company's results of operations are impacted by changes in the price of
diesel fuel. Diesel fuel accounts for approximately 4.5% of annual operating expenses. Based on the
Company's 1999 projected fuel consumption, a $0.05 change in the average price per gallon of diesel fuei
would impact annual fuel expense by approximately S0.6 million, after the effect of hedging instruments
currently in place. In order to offset its exposure to a potential change in price for diesel fuel, the Company
has entered into certain commodity forward contracts for NYMEX #2 heating oil. NYMEX #2 heating oil has
a high degree of correlation to diesel fuel. This fuel hedging strategy could result in the Company not
benefitting from certain fuel price declines. As of March 31, 1999, the Company had hedged over 70% of its
remaining projected 1999 fuel consumption. The potential change in the fair value of these commodity forward
contracts, assuming a 10% change in the underlying commodity price, would be approximately $1.3 million
as of March 31, 1999. This amount excludes the offsefting impact of the price risk inherent in the physical

purchase of the underlying commodity.
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COACH USA, INC.
PART II - OTHER INFORMATION - (Continued)

Legal Proceedings.

None.
Changes in Securifies.

None.
Defaults Upon Senior Securities.

None.
Submission of Matters ro a Vote of Securiry Holders.

None.
Other Informarion.

None.
Exhibits and Reports on Form 8-K.
(a) Exhibits.

27 - Financial Dara Schedule.

(b} Reports on Form 8-K.

None.
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SUPPLEMENT 13-5

JURISDICTIONAL STATEMENT

As explained in more detail in the Explanatory Statement, Stagecoach Holdings
plc (“Stagecoach™), a public limited company organized under the laws of Scotland, has
entered into an Agreement and Plan of Merger, a copy of which is attached as
Supplement 13-4, to acquire all of the issued and outstanding stock of Coach USA, Inc.
(“Coach™). Stagecoach is a non-carrier which presently has no operations in the United
States and does not control nor does it have any affiliated interest in any carrier, including
any carrier providing passenger transportation service in Pennsylvania.

Coach is a Delaware corporation which is not a carrier, but which controls a
number of motor carriers. As pertinent to this filing, Coach controls the following eight
carriers, including the applicant herein, which hold intrastate operating authority issued
by the Pennsylvania Public Utility Commission (“Pa. PUC”) and interstate operating
authority issued by the Interstate Commerce Commission (“ICC”) or the Federal

Highway Administration (“FHWA"), as applicable, at the following respective docket

numbers:
Pa. PUC ICC /FHWA
Carrier Dkt. No. Dkt. No.
Airlines Acquisitions Co., Inc., t/d/b/a  A-00108743 MC-223575
Airlines Transportation Company
Airport Limousine Service, Inc., A-00112577 MC-315702

t/d/b/a Checker Cab

Blue Bird Coach Lines, Inc. A-00088807 MC-108531



Butler Motor Transit, Inc. A-00058709 MC-126876
Central Cab Company | A-00101803 MC-133058
Leisure Time Tours, Inc. A-00107216 MC-142011
Progressive Transportation A-00115892 MC-247074

Service, Inc.

Transportation Management A-00112590 MC-237433
Services, Inc. t/d/b/a Lenzner
Coach Lines

As authorized interstate carriers, the above entities are subject to regulation under
the Interstate Commerce Act. For that reason, it is the position of the parties that the
proposed transaction is not subject to the approval of any state regulatory agency. In that
connection, 49 U.S.C. §14303 which governs the consolidation, merger and acquisition
of control of interstate motor carriers of passengers provides in subparagraph (f) (49
U.S.C. §14303(f)) for the following exemption from state regulation:

() Effect of approval. A carrier or corporation participating in or
resulting from a transaction approved by the Board under this section, or
exempted by the Board from the application of this section pursuant to
section 13541, may carry out the transaction, own and operate property, and
exercise control or franchises acquired through the transaction without the
approval of a State authority. A carrier, corporation, or person participating
in the approved or exempted transaction is exempt from the antitrust laws
and from all other law, including State and municipal law, as necessary to
let that person carry out the transaction, hold, maintain, and operate
property, and exercise control or franchises acquired through the
transaction.

On June 22, 1999, the parties filed with the Surface Transportation Board (“STB”)

an application seeking approval of the proposed transaction pursuant to 49 U.S.C.



§14303.' A copy of the STB application is attached as Supplement 13-7. It is the
position of the parties that upon the approvai of the application by the STB such action
will preempt any otherwise applicable state requirements with respect to the approval and
the implementation of the proposed transaction.

In that connection, the STB has held that whenever interstate jurisdiction is
exercised in connection with transactions of this type, 49 U.S.C. §14303(f) “specifically
preempts any state action that would interfere with the consummation of a Board
approved or exempted merger, consolidation or acquisition of control, regardless of the
extent of the participating carriers’ operations in intrastate commerce”.?

The STB has consistently confirmed the federal preemption of state jurisdiction in
prior Coach proceedings.’

Notwithstanding what the parties believe to be a clear and unequivocal stafutory
mandate, the Pa. PUC has taken the position that “for housekeeping purposes”, it wants
to be apprised of any changes in the ownership, management and control of its
certificated carriers so that its files concerning shareholders, officers and directors, etc.

will remain current. We have suggested that the same objective can be accomplished by

! Stagecoach Holdings plc--Controi--Coach USA, Inc., et al. STB Finance Docket No. MC-F-20948.

2 olorado Mountain Express, Inc. and Airport Shuttle Colorado, Inc. /a Aspen Limousine

Service, Inc.--Consolidation and Merger--Colorado Mountain Express, STB Finance Docket No. MC-F-20902

(Served February 28, 1997).

3 See, Notre Capital Ventures [1, LLC and Coach USA, [nc.--Control Exemption--Arrow Stage Lines, Inc., e
al., STB Finance Docket No, 32876 (Sub No. 1) (Served May 3, 1996); Coach USA, Inc.--Control Exemption--
American Sightsecing Tours, Inc. et al.. STB Finance Docket NO. 33073 (Served November 8, 1996).



means of the filing of an informational copy of the STB application and the subsequent
submission of the STB decision.

At the request of the Pa. PUC staff, and as a courtesy in view of the
“housekeeping” interests of the PUC, the parties are submitting an information-only
filing. This filing is submitted with the understanding that the parties do not believe or
acknowledge that the approval of the PA. PUC is either necessary (since any such
approval requirement is expressly preempted by federal law) or appropriate with respect
to the transfer of control of carriers that hold federal operating authority. The parties
want to make clear that this filing is being made as an accommodation to the Pa. PUC
and solely to satisfy its record keeping requirements. By doing so, the parties do not
waive any rights which they have to contest the jurisdiction of the Pa. PUC at some later
time and reserve the position which they have consistently followed, i.e., that the federal

government has preempted any state oversight of transactions of this type.

19456



SUPPLEMENT 13-6

PROGRESSIVE TRANSPORTATION SERVICES, INC.

EXPLANATORY STATEMENT

The Commission’s form to be used in connection with the transfer of the capital
stock of a certificated carrier does not appear to contemplate the situation where the
carrier is a subsidiary of a holding company whose stock is being transferred. For that
reason, this Explanatory Statement is being prepared in order to provide the Commission

with relevant facts for its information.

I. THE PARTIES

1. Coach USA, Inc. (“Coach”).

Coach is a Delaware corporation which has its headquarters at One Riverway,

Suite 500, Houston, TX 77056-1921. Coach is not a carrier but controls seventy-six
motor carriers of passengers that hold interstate operating authority issued by the Federal
Highway Administration (or the Interstate Commerce Commission) and are subject to
regulation under the Interstate Commerce Act. Coach also controls several bus, van and
taxicab companies which are not subject to federal regulation. Certain of the carriers
controlled by Coach also hold intrastate operating authority in various states, including
Pennsylvania.

The stock of Coach has been publicly held and traded on the New York Stock

Exchange. Its strong financial condition is demonstrated by its Form 10-Q financial



report filed with the Securities and Exchange Commission for the quarterly period ending
March 31, 1999, a copy of which is attached hereto as Supplement 13-3. Since its
founding in 1996, Coach has grown to become the largest operator of tour and charter bus
companies in the United States.

As pertinent to this filing, Coach controls the following ten carriers that hold
operating authority issued by the Pa. PUC at the indicated docket numbers (“the

Controlled Pennsylvania Carriers”):

Name of Carrier Pa. PUC Docket No.
Airlines Acquisitions Co., Inc. A-00108743
t/d/b/a Airlines Transportation Company

Airport Limousine Service, Inc. t/d/b/a A-00112577
Checker Cab

Blue Bird Coach Lines, Inc. A-00088807
Butler Motor Transit, Inc. A-00058709
Central Cab Company A-00101803
Leisure Times Tours, Inc. A-00107216
Lenzner Transit, Inc. A-00112257
Progressive Transportation Service, Inc. A-00115892
Transportation Management Services, A-00112590

Inc., t/d/b/a Lenzner Coach Lines
Yellow Cab Company of Pittsburgh A-00049926
The details conceming Coach’s control of the specific carrier which is the subject

of this filing, including the date and docket number of the decision of the Commission



authorizing Coach’s control of the carrier, are set forth in the Essential Information

contained in Supplement 13-1.

The following are the officers of Coach:

Lawrence King Chief Executive Officer
John Mercadante, Jr. President
Douglas M. Cerny General Counsel

Senior Vice President
Corporate Secretary

Frank P. Gallagher Chief Operating Officer
Executive Vice President

Robert D. Womack Chief Financial Officer

The Board of Directors of Coach consists of the following:

Frank V. Atlee, IIl Gerald Mercadante
Frank P. Gallagher John Mercadante, Jr.
Steve Harter Barnett Rukin
William J. Lynch Paul M. Verrochi

Lawrence King (Chairman of the Board)

2. Stagecoach Holdings plc (“Stagecoach”).

Stagecoach is a public limited company organized under the laws of Scotland. Its
principal executive offices are located at Charlotte House, 20 Charlotte St., Perth PHI
5LL, Scotland. Stagecoach was formed in 1980 and registered as a public limited

company in 1991.

Stagecoach, with operations in eight countries, is one of the world’s largest

providers of passenger transportation services through the operation of bus and train

3



services. Its principal business consists of five separate divisions, including the U.K.-
based division that provides significant bus and rail passenger service in the United
Kingdom. That division currently operates over 7,000 buses and coaches through
seventeen regional bus companies in the U.K. In addition, the overseas bus division
operates approximately 5,000 buses and coaches through operating companies or joint
ventures in Scandinavia, Hong Kong, New Zealand, Portugal, Australia and China.
Stagecoach and its subsidiaries employ over 36,500 persons worldwide.

Stagecoach does not own any bus or transportation interests in the United States
and for the purposes of this transaction is a non-carrier.

For the fiscal year ended April 30, 1999, Stagecoach had total revenue of over
$2.475 billion and net income (after tax) of $253,300,000. ' Stagecoach is listed on the
London Stock Exchange and has a current market capitalization (as of June 18, 1999) of
$5.0806 billion. There is attached as Supplement 13-2 an excerpt from the Schedulé
14D-1 statement filed with the Securities and Exchange Commission in connection with
this transaction which contains additional pertinent financial information concerning
Stagecoach.

Stagecoach has recently formed two wholly-owned subsidiaries for the purpose of
effectuating this transaction, namely SCH Holdings Corp. (“Holding Sub”) and SCH
Acquisition Corp. (“Merger Sub”). The latter is a wholly-owned subsidiary of Holding
Sub. Both entities are Delaware corporations and neither has any interest in any

regulated carrier or other business in the United States and for the purposes of this

! All dollar figures are based on a conversion ratio of £1:5$1.60.
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transaction are non-carriers. The structure of the proposed transaction is described in

greater detail below.

The following are the officers of Stagecoach:

Brian Souter Executive Chairman
Mike Kinski Group Chief Executive
Keith Cochrane Group Finance Director
Ann Gloag Executive Director
Barry Hinkley Executive Director
Brian Cox Executive Director
Derek Scott Company Secretary

The Board of Directors of Stagecoach consists of the following:

Brian Souter Brian Cox
Keith Cochrane Ewan Brown
Ann Gloag Barry Sealey
Barry Hinkley Robert Speirs
Mike Kinski

3. Progressive Transportation Services, Inc. (“Progressive”).

Progressive is a motor common carrier of passengers which holds a Certificate of
Public Convenience issued by the Commission at Docket No. A-00115892. Progressive
is authorized to transport persons in group and party service between points in
Pennsylvania. It also holds interstate operating authority at Docket No. MC-247074.

A brief history of Progressive, a description of the services it currently provides

and a copy of its operating authority are set forth in Supplement 13-1 attached hereto.
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The following are the officers of Progressive:

Lawrence King

Thomas J. Freeman

Douglas M. Cerny

Car] D. Berman
Raymond K. Turner
Michael Sanchez

Stephanie Thomas

Chief Executive Officer
Chief Financial Officer

President

Vice President
Corporate Secretary

Secretary/Treasurer
Assistant Corporate Secretary
Assistant Corporate Secretary

Assistant Corporate Secretary

The Board of Directors of Progressive consists of the following:

Douglas M. Cerny
Lawrence King

John Mercadante, Jr.

II. THE PROPOSED TRANSACTION

On June 12, 1999, Coach entered into an Agreement and Plan of Merger (the

“Agreement”) with Stagecoach, Holding Sub and Merger Sub (collectively, “Buyers”)

pursuant to which Holding Sub has made a cash tender offer to purchase up to all of the

outstanding capital stock of Coach at a price of Forty-two ($42.00) Dollars per share. A

copy of the Agreement and Plan of Merger is attached hereto as Supplement 13-4.

The Agreement provides, inter alia, that as long as more than fifty (50%) percent

of the shares of Coach are tendered by the expiration date of the tender offer on July 26,

1999, and certain other conditions specified in the Agreement are met, Holding Sub will



purchase the tendered Coach shares and immediately tender those shares in equal
amounts into five (5) independent voting trusts.

After the completion of the offer, Merger Sub will be merged with and into Coach,
with Coach being the surviving entity. Thereafter, Coach will be merged with and into
Holding Sub, with Holding Sub being the surviving corporation. If more than eighty
(80%) percent of the stock of Coach is tendered in response to the offer, the first of these
mergers may be unnecessary. In that event, Coach would be merged directly into
Holding Sub, with the latter being the surviving corporation. If more than ninety (90%)
percent of the stock of Coach is tendered in response to the offer, the latter merger will
likely occur on the same day as the completion of the offer and the stock of the merged
entity (rather than the tendered stock of Coach} will be placed in the five (5) independent
voting trusts. Under any of these arrangements, upon the consummation of the
Coach/Holding Sub merger, the name of Holding Sub will be changed to “Coach USA,
Inc.”. As a result of these transactions, Coach will become a wholly-owned subsidiary of
Stagecoach.?

Immediately upon the consummation of each merger described above, all of the

stock of the merged entity will be transferred into five (5) independent voting trusts. The

2 The Agreement allows Stagecoach to alter the structure of the transaction as
circumstances warrant, provided that the material terms of the transaction are not
affected.



shares will be held in these trusts pending approval of the transaction by the Surface
Transportation Board (“STB”). Upon final STB approval of the proposed transaction, the
trusts will be dissolved and Stagecoach will assume direct control of Coach.

On June 22, 1999, Coach and Stagecoach filed an application with the STB for
approval of the transaction pursuant to 49 U.S.C. §14303. The proceeding is captioned

STAGECOACH HOLDINGS PLC--CONTROL--COACH USA, INC., et al., Finance

Docket No. MC-F-20948. Although a copy of the application was served on the
Commission simultaneously with the filing with the STB, a complete copy of the

application is attached as Supplement 13-7.

By decision issued July 22, 1999, a copy of which is attached hereto as
Appendix A, the STB has tentatively approved the transaction subject to public

comments which are due on or before September 7, 1999.

I1I. EFFECT OF THE TRANSACTION

The proposed transaction will not result in the transfer of any operating authority
held by carrier nor any of the other Controlled Pennsylvania Carriers, nor in any change
in the essential nature of the services provided by those carriers. There also will be no
substantial change in the organizational and strategic plans of Coach. It is currently
intended that Coach management as well the management of the Controlled Pennsylvania
Carriers will largely remain in place. These carriers will continue to be operated as
separatc companies in the manner in which they are operated today. In essence, the

transaction will result in a change in the ownership of Coach, but will not directly or



immediately result in any change in Coach’s current operations or the operations of the
Controlled Pennsylvania Carriers, other than as described herein and in the Agreement.
For the reasons set forth in the Jurisdictional Statement attached hereto as
Supplement 13-5, it is the position of the parties that upon the approval of the transaction
by the STB, action by this Commission is neither necessary nor appropriate. This filing

is being made as an accommodation to the Commission and for notice purposes only.
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. APPENDIX A . MC’F//:_Z:O
&

EB
FR-4915-00-P

DEPARTMENT OF TRANSPORTATION

Surface Transportation Board

{STB Docket No. MC-F-20948)

Stagecoach Holdings pic — Control — Coach USA, Inc., gt al.
AGENCY: Surface Transportation Board.

ACTION: Notice Tentatively Approving Finance Application.

SUMMARY: Siagecoach Holdings plc (Stagecoach), a noncarrier that does not control any
U.S. carriers, filed an application under 49 U.S.C. 14303 to acquire control of Coach USA,
Inc. (Coach), a noncarrier; its 7 noncarrier regional management subsidiaries (the
management companies);' and the 79 motor passenger subsidiaries (the opersting carriers)
controlled by Coach through the management companies. Persons wishing to oppose the
applicatiorn must follow the rules vnder 49 CFR {182.5 and 1182.8* The Board has
tentatively approved the transaction, and, if no opposing comments are timety filed, this
notice will be the final Board action.

DATES: Comments must be flied by September 7, 1999. Applicants may file a reply by
September 20, 1999. If no comments are filed by September 7, 1999, this notics is effective
on that date.

ADDRESSES: Send an original and 10 copies of any comments referring to STB Docket
No. MC-F-20948 to: Surface Transportation Board, Office of the Secretary, Case Control
Unit, 1925 K Street, N'W., Washington, DC 20423-0001. In addition. send one copy of
comments to applicants’ representatives: William C. Sippel, Oppenheimer Wolfl &
Donnelly (1linois), Two Prudential Plaza, 45th Floor, 180 North Stetson Avenue, Chicago,
IL 60601-6710; and Betty Jo Christian, Steptoe & Johnson LLP, 1330 Connecticut
Avenus, N.W., Washington, DC 20036.

' The management companjes are: Coach USA North Central, Inc.; Coach USA
Northeast, Inc.; Coach USA South Central, Inc.; Cosch USA Southeast, Inc.; Coach USA
West, Inc.; Coach Canada, Inc.; and Yellow Cab Service Corporation.

? Rewsedmedunsovemmgﬁmmenpphmﬁbdmder”usc 14303 were

Passenger Carriers, STB Ex Pante No, 559 (STB served Sept. 1, 1998).
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STB Docket No. MC-F-20948

FOR FURTHER INFORMATION CONTACT: Beryl Gordon, (202) 565-1600. [TDD
for the hearing impaired: (202) 565-1695.]

SUPPLEMENTARY INFORMATION: Stagecoach is a public limited company organized
under the laws of Scotland with no bus or other Tansportation interests in the United States.
With operations in eight other countries, however, Stagecoach is one of the world’s largest
providers of passenger transportation services.’ It had annual revenges for the fiscal year
cnding April 30, 1999, of $2.475 billion.

Coach is 3 Delaware corporation that controls the operating carriers* through the

3 Stagecoach’s principal business consists of divisions that provide significant bus and
rail passenger services in the United Kingdom, and an overseas division that operates buses
in Scandinavie, Hong Kong, New Zealand, Portugal, Australia, and China.

¢ Air Travel Transportation, Inc. (MC-166420); Airlines Acquisidon Co., Inc.
(MC-223575); Airport Bus of Bakersfield (MC-163191); Airport Limousine Service, Inc.
(MC-315702); America Charters, Ltd. (MC-153814); AST], Inc. (MC-252353);
Americoach Tours, Ltd. (MC-212649); Antelope Valley Bus, Inc. (MC-125057); Arrow
Line, Inc. (MC-1934); Arrow Stage Lines, Inc. (MC-29592); Autocar Connaisseur, Inc.
(MC-166643); Bayou City Coaches, Inc. (MC-245246); Black Hawk-Central City Ace
Express, Inc. (MC-273611); Blue Bird Coach Lines, Inc. (MC-108531); Bonanza Bus
Lines, Inc. (MC-13028); Browder Tours, Inc. (MC-236290); Brunswick Transportation
Company d/a The Maine Line (MC-109495); Butler Motor Transit, Inc. (MC-126876);
California Charters, Inc. (MC-241211); Cape Transit Corp. (MC-161678); Central Cab
Company (MC-133058); Chenango Valley Bus Lines, Inc. (MC-141324); Clinton Avenue
Bus Company (MC-223062); Colonial Coach Corp. (MC-39491); Community Coach, Inc.
(MC-76022); Community Transit Lines, Inc, (MC-145548); Desent Stage Lines, Inc.
(MC-140919); E! Expreso, Inc. (MC-244195); Erie Coach Lines Company (MC-12702%);
Gad-About Tours, Inc. (MC-198451); GL Bus Lines, Inc. (MC-180074); Gray Line Air
Shuttle, Inc. (MC-218255); Gray Line New York Tours, Inc. (MC-180229); Gruy Line
Tours of Southern Nevada (MC-127564); Grosvenor Bus Lines, Inc. (MC-157317); Gulf
Coast Trmsportation, Iec. (MC-201397); HA.ML. Corp. (MC-195792); Hudson Transit
Corporstion (MC-133403); Hudson Transit Lines, Inc. (MC-228); International Bus
Services, Inc. (MC-155937); Kansas City Executive Coach, Inc. (MC-203805); Keeshin
Charter Services, Inc. (MC-118044); Kneshin Transportation, LP (MC-263222); Kexrville
Bus Company, Inc. (MC-27530); K-T Contract Services, Inc. (MC-218583); Leisure Time
Tours, lnc. (MC-142011); Metro Cars, Inc. (MC-276823); Mini Coach of Boston
(MC-231090); Mountaineer Coach, Inc. (MC-229627); Niagars Scenic Bus Lines, Inc.
(MC-30787); Olympia Trails Bus Co., Inc. (MC-138146), Orange, Newark, E.l(mhedz Bu&)

. continued...
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STB Docket No. MC-F-20948

management companies. Coach also controls several non-federally regulated bus, van, and
taxicab companies.®

Stagecoach has formed two wholly owned subsidiaries for the purpose of
effectuaring the proposed transaction: SCH Holdings Corp. (Holdings); and SCH
Acquisition Corp. (Acquisitiont), a wholly owned subsidiary of Holdings. Both of these
companies are Delaware corporstions, with no interest in any regulated carrier. Purmuant to
an agreement among Stagecoach, Holdings, Acquisition, and Coach, Holdings has
undertaken a cash tender offer for up to all of the outstanding shares of Coach. Upon
satisfaction of certain conditions and completion of the tender offer, Acquisition will be
merged with and into Coach, with Coach 2s the surviving eatity. Coach will then be merged
with and into Holdings, with Holdings as the surviving entity, and, upon completion of that
merger, the name of Holdings will be changed to Coach USA, Inc. If more than 80% of the
stock of Coach is tendered in response to the tender offer, the first of these mergers may be
unnecessary.’ After completion of these mergers, Coach will be a subsidiary of Stagecoach.”

“(...continued)
Inc. (MC-206227); P&S Transportation, Inc. (MC-255382); Pawtuxet Vallcy Bus Lines
(MC-115432); PCSTC, Inc. (MC-184852); Pittsburgh Transportation Charter Services, Inc.
(MC-319193); Powder River Transportation Services, Inc. (MC-161531); Progressive
Transportation Services, Inc. (MC-247074); Red & Tan Charter, Inc. (MC-204842); Red &
Tan Tours (MC-162174); Rockland Coaches, Inc. (MC-29890); Ross Tours, Inc. (MC-
175674); Salt Lake Coaches, Inc. (MC-347528); Stardust Tours, Inc. dva Gray Line
Tours of Memphis (MC-318341), Suburban Management Corp. (MC-264527); Suburban
Treila, Inc. (MC-149081); Suburban Transft Corp. (MC-115116); Syracuse and Oswego
Coach Lines, Inc. (MC-117805); Texas Bus Lines, Inc. (MC-37640); Tippett Travel. Inc.
d/v/a Marie’s Charter Bus Lines (MC-174043); Transportation Menagement Services, Inc.
(MC-2374133); Trentway-Wagar, Inc. (MC-126430); Tucker Transportstion Co., Inc.
(MC-223424); Utica-Rome Bus Co., Inc. (MC-7914); Valen Transportation, Inc.
(MC-212398); Van Nortwick Bros., Inc. (MC-149025); Wisconsin Coach Lines, Inc.
(MC-123432); Worthen Van Service, Inc. (MC-142573); and 2948-7238 Quebec, Inc.
d/b/a Visite Touristique de Quebec (MC-302514).

! The sppropriate filing has been made under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, 15 U.S.C. 18a, with respect to that portion of the transaction
that involves Stagecoach’s control of non-federally reguisted entities.

¢ Applicants have indicated that the structure of the transaction may be altered as fisture
circumstances warrant. For example, an additional holding company or U.S. limited

parmership may be placed in the corporate chain between Stagecosch and Cosch.
(continued....)
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The transaction will not result in any transfer of operating authority held by any of the
operating carricrs of in any change in the essential nature of the services provided by those
carriers. The management of Coach is expected to remain largely in place, and Stagecoach
does not currently plen to change the manner in which Coach is operated.

Applicants submit that granting the application will be consistent with the public
interest and will have no adverse effects on the adequacy of wansportation to the public,
fixed charges, or the interests of employees. Applicants also submit that the proposed
transaction will have no adverse effect on competition, because it will not result in the
consolidation of any currently independent motor passenger carriers. On the contrery,
applicants believe that the ransaction will significantly benefit the traveling public and
employees through sfficiency savings and innovations thar will resalt from the combination
of the financial and management resources of Stagecoach and Coach. Specifically, it is
anticipated that by providing Coach access 10 Stagecoach’s significant resources and global
ransportation management expertise, the transaction will enable Coach to expand its carrier
acquisition program and to improve the leve] and amount of services already offered to the
operating carriers. Further, it is anticipated that fixed charges may be reduced as a result of
Stagecoach's ability to refinance Coach's existing debt on more favarsble terms. Each of
these benefits, applicants contend, will translate into benefits for the traveling public in the
form of improved and more competitive bus servicer. -

Applicants state that Coach and its subsidiaries will continue to observe current

collectively bargained agreements and that no layoffs are anticipated as a consequence of the
transaction.

Applicants cenify that: (1) the aggregate gross operating revenues from interstate
aperstions of ths operating companies excceded $2 million during the 12-month period
ending December 31, 1998; (2) none of the operating carriers holds an unsatisfactory safety
rating from the U.S. Department of Transportation; (3) each has sufficiemt liability
insurance; (4) none of the parties is domiciled in Mexico nor owned or controlled by persans
of that country; and (5) approval of the transaction will not significantly affect either the

¥...continued)
Applicants have requested that the control authority granted herein include any such
intermediate entities. Applicants have represented that any such change will not affect the
material terms of the transaction, and that they will infonn the Board of any changes in the
present axrangement.

7 Pending Board action on this application, the stock will be held in independent voting
trusts,
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guality of the human environment or the conservation of energy resources. Additional
information may be obtained from the applicants’ representatives.

Under 49 U.S.C. 14303(b), we must approve and authorize a transaction we find
consistent with the public interest, taking into consideration a1 least: (1) the effoct of the
transaction on the adequacy of transportation to the public; (2) the total fixed charges that
result; and (3) the interest of affected carrier employees.

On the basis of the application, we find that the proposed acquisition of control is
consistent with the public interest and should be authorized. If any oppoting comments are
timely filed, this finding will be deemed to be vacated and, unless a final decision can be
made on the record as developed, a procedural schedule will be adopeed w reconsider the
application.” If no opposing comments are filed by the expiration of the comment period,
this decision will take effect automatically and will be the final Board action.

Board decisions and notices are available on our website at
“WWW.STB.DOT.GOV."

This decision will not significantly affect either the quality of the human
environment or the conservation of 2nergy resources.

1tis ordered:
1. The proposed acquisition of control is approved and authorized, subject to the
filing of opposing comments.

2, Iftimely opposing comments are filed, the findings made in this decision will be
deemed as having been vacated.

3. This decision wil} be effective on September 7, 1999, uniess timely opposing
cormmems are flicd.

4. A copy of this notice will be served on: (1) the U.S. Department of Justice,
Antitrust Division, 10th Swest & Pennsylvania Avenue, N.W., Washington, DC 20530; and
(2) the U.S. Department of Transportation, Office of Motor Carriers-HIA 30, 400 Virginia
Avenue, S.W., Suite 600, Washington, DC  20004.

! Under revised 49 CFR 1182.6(c), a procedural scheduic will not be issued if we are
able to dispose of apposition to the application on the basis of comments and the reply.
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Decided: luly 15, 1999,

By the Board, Chairman Morgan, Vice Chairman Clyburs, and Commissioner
Burkes.

Vernon A. Williams
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BEFORE THE
SURFACE TRANSPORTATION BOARD

FINANCE DOCKET NO. MC-F-20948

STAGECOACH HOLDINGS PLC
-- CONTROL --
COACH USA, INC., etal.

VERIFIED APPLICATION
OF
STAGECOACH HOLDINGS PLC

Pursuant to 49 U.S.C. § 14303 and the Board's rules at 49 C.F.R. Part 1182,
Stagecoach Holdings pic (“Stagecoach™) hereby seeks approval for its acquisition of control of
Coach USA, Inc. (“Coach™), seven regional management subsidiaries of Coach (the
“Management Companies”)' and the Coach-controlled motor passenger carrier subsidiaries
subject to federal regulation under the Interstate Commerce Act.’ Stagecoach is a United
Kingdom based non-carrier which presently has no operations in the United States. [ts proposed
acquisition of Coach thus presents no competitive issues of any kind, while enhancing Coach’s
ability to build upon its success in strengthening the motor passenger carriers it has acquired and
tk_lereby improving service to the traveling public.

Stagecoach is one of the largest passenger transportation providers in the United

Kingdom, and an entity with interests in transportation firms in several other nations. By

' The Management Companies are Coach USA North Central, Inc.; Coach USA Northeast,
Inc.; Coach USA South Central, Inc.; Coach USA Southeast, Inc.; Coach USA West, Inc.;
Coach Canada, Inc. and Yellow Cab Service Corporation.

2 A list of these seventy-six motor passenger carriers, and of three additional carriers for which
Coach control applications are pending at the Board, is attached as Exhibit 1.



combining its strengths as a global provider of transit and motorcoach services with those of
Coach, Stagecoach believes that the proposed transaction will strengthen Coach's financial
position and result in improved and more efficient bus service for the U.S. traveling public.
These public interest benefits will come largely in the form of the additional financial resources
and management capabilities and experience that will be made available to Coach foilowing the
consummation of the proposed transaction. The transaction clearly satisfies the critenia of
Section 14303, and should be approved as required by that statute.

Applicants submit the following information in support of the proposed

transaction and in accordance with the requirements of 49 C.F.R. § 1182.2(a):

SECTION 1182.2(a)(1)

IDENTIFICATION OF PARTIES

Stagecoach Holdings plc

Stagecoach is a public limited company organized under the laws of Scotland. Its
principal executive offices are located at Charlotte House, 20 Charlotte Street, Perth PHI SLL..
Scotland. It was formed in 1980 and registered as a public limited company in 1991.

Stagecoach, with operations in eight countries, is one of the world’s largest
providers of passenger transportation services through the operation of bus and train services.
Stagecoach also has been a leader in providing transit services pursuant to privatization
programs. Stagecoach’s business consists of five operating divisions: (1) U.K. Bus Division,
(2) Overseas Bus Division, (3) Rail Division, (4) Porterbrook Leasing Division and (5) Aviation
Division. Stagecoach also holds strategic investments in Road King Infrastructure Limited and

Virgin Rail Group Limited.



The U.K. Bus Division currently operates over 7.000 buses and coaches through
17 regional bus companies in the U.K. The Overseas Bus Division operates approximately 5,000
buses and coaches through operating companies or joint ventures in Scandinavia. Hong Kong,
New Zealand. Portugal. Australia and China. The Rail Division operates three rail franchises in
the U.K.: South West Trains, Island Line and the Sheffield Supertram. Porterbrook Leasing
Company Ltd owns more than 3,700 units of rolling stock, which it leases to 18 rail operating
companies in the U.K. Stagecoach, through its Prestwick Aviation Holdings Limited subsidiary,
also owns and operates Glasgow Prestwick International Airport. Stagecoach holds a 30% equity
interest (on a fully-diluted basis) in Road King, which operates toll highways in China, and a
49% equity interest in Virgin Rail, which operates two rail franchises in the U.K. Stagecoach
owns no bus or other transportation interests in the United States.

For the fiscal year ended April 30, 1999, Stagecoach had total revenues of over
$2.475 billion and net after tax income of $253.3 million. Stagecoach is listed on the London
Stock Exchange, and has a current market capitalization (as of June 18, 1999) of $5.086 biilion.’
Stagecoach and its subsidiaries employ over 36,500 persons worldwide.

Stagecoach has formed two new wholly-owned subsidiaries for the purpose of
effectuating the proposed transaction: SCH Holdings Corp. ("Holdings") and SCH Acquisition
Corp. ("Acquisition"), a wholly-owned subsidiary of Holdings. Both are Delaware corporations,
and neither has any interest in any regulated carrier or other business in the United States. The

structure of the proposed transaction is described in greater detail below.

3 All dollar figures are based on a conversion ratio of £1:51.60.



A Verification from Keith Cochrane, Group Finance Director for Stagecoach,
venfying the facts regarding Stagecoach and authorizing the filing of this Application with the
Board is attached hereto.

Coach USA, Inc.

Coach is a Delaware corporation with headquarters at | Riverway, Suite 500,
Houston, TX, 77056-1921. Coach is not a carrier, but controls seventy-six motor carriers of
passengers (and has pending applications at the Board to obtain control of three additional motor
passenger carriers) that hold interstate operating authority issued by the Federal Highway
Administration (or the Interstate Commerce Commission) and are subject to regulation under the

[nterstate Commerce Act (collectively, the "Operating Carriers"). Information regarding each of

these carriers is provided in Exhibft 1. Coach also controls several non-federally regulated bus,

van and taxicab companies.

Since its founding in 199_6, Coach has grown to be the largest operator of tour and
charter bus companies in the United States. Coach's control of those motor carriers which are
subject to federal regulatory jurisdiction has been exempted or approved by the Board in a series
of prior Board proceedings that are summarized in Exhibit 2. Each of those Operating Carriérs
continues to be under the day to day operational control of its own management, which is in most
cases the same management team that was in place prior to Coach’s acquisition of control.

- Coach has recently undertaken a corporate restructuring intended to transfer direct
contfol of each of its Operating Carriers to one of the seven Management Companies, which are-

organized primarily on a regional basis. Coach has obtained final Board authority to transfer or

assign control of certain Operating Carriers to three of the newly-established Minagement

. ———t



Compz.mies.“t Coach is currently seeking, through a series of pending applications. Board
authority to transfer control of each of the remaining Operating Carriers to one of five
Management Companies.’”  The Management Companies are designed to enhance the
effectiveness of the services that until now Coach has provided to the Operating Carriers and to
facilitate strategic planning with respect to future acquisitions and the utilization of resources by
the Operating Carriers.

A Verification from Douglas M. Cerny, Vice President, General Counsel and
Corporate Secretary for Coach, verifying the facts regarding Coach and authorizing the filing of

this Application with the Board is attached hereto.

See Coach USA, Inc._and Yellow Cab Service Corporation -- Contrel -- Motor Carrier of
Passengers, Finance Docket No. MC-F-20936 (STB served November 19, 1998, effective as

of January 4, 1999); Coach USA. Inc. and Coach Canada, Inc. -- Control and Continuance in
Control -- Autocar Connaisseur, Inc.; Erie Coach Lines Company, and Trentway-Wagar. Inc.,

Finance Docket No. MC-F-20938 (STB served December 17, 1998, effective as of
February [, 1999); Coach USA, Inc. and Coach USA North Central, Inc. -- Control -- Central
Cab Company and Mountaineer Coach, Inc., Finance Docket No. MC-F-20939 (STB served
November 20, 1998, effective as of January 4, 1999).

3 See Finance Docket No. MC;F-20931, Coach USA, Inc. and Coach UJSA North Central
Inc. -- Control -- Motor Carrier of Passengers; Finance Docket No. MC-F-20932, Coach

USA. Inc. and Coach USA Northeast, Inc. -- Control -- Motor Carrier of Passengers;

Finance Docket No. MC-F-20933, Coach USA, Inc. and Coach USA_South Central. Inc. --
Control -- Motor Carrier of Passengers; Finance Docket No. MC-F-20934, Coach USA, inc.

and Coach USA Southeast, Inc. -- Controil - Motor Carrier of Passengers; Finance Docket
No. MC-F-20935, Coach USA, Inc. and Coach USA West, Inc. -- Control -- Motor Carrier of

Passengers. Each of these applications is awaiting final Board action following the
submission of comments on January 4, 1999. Coach replied to those comments c¢n

January 19, 1999.




SECTION 1182.2(a)(2)

DESCRIPTION OF OPERATING AUTHORITIES

The "MC" number reflecting the interstate operating authority issued to each of
the Coach Operating Carriers by the Federal Highway Administration or the former Interstate
Commerce Commission is indicated in the first column of Exhibit 1 hereto. That exhibit also
inciudes a summary description of the operating authority held by each carrier.’® No existing
operating authority will be transferred, and no new operating authority will be sought, as a result
of the proposed transaction. As indicated above, Stagecoach has no American operations, and

neither it nor any subsidiary holds U.S. motor carrier operating authority.

SECTION 1182.2(a)(3)

DESCRIPTION OF PROPOSED TRANSACTION

On June 12, 1999, Stagecoach, Holdings, Acquisition, and Coach entered into an
Agreement and Plan of Merger (the "Agreement"). A copy of the Agreement is attached hereto
as Exhibit 3. As relevant, the Agreement provides that Holdings will undertake a cash tender
offer ("Offer”) for up to all of the outstanding shares of Coach. Holdings commenced the Offer
on June 18, 1999. Provided that more than 50% of the shares of Coach voting stock (on a fully-
diluted basis) are tendered by the expiration of the Offer on July 26, 1999 {or such extended date

as may be set pursuant to the Agreement) and certain other conditions specified in the Agreement

S Copies of the operating authorities for each of the Operating Carriers were submitted as
attachments to the respective applications filed at the Board for Coach’s control of those

carriers.



are met. Holdings will complete the Offer and immediately deposit the tendered Coach shares in
equal amounts in five independent voting trusts.’

After completion of the Offer, Acquisition will be merged with and into Coach,
with Coach as the surviving entity. Finally, Coach will be merged with and into Holdings, with
Holdings as the surviving corporation. If more than 80% of the stock of Coach is tendered in
respor..¢ to the Offer, the first of these mergers may be unnecessary, and Coach would be
merged directly into Holdings, again with Holdings as the surviving corporation. Under either
scenario, upon consummation of the Coact/Holdings merger the name of Holdings will be
changed to Coach USA. Inc. As a resuit of these transactions, Coach will become a wholly-
owned subsidiary of Stagecoach.®

Immediately upon consummation of each merger described above, 20% of the
issued and outstanding stock of the company surviving the merger will be transferred to each of
the five independent voting trusts. The shares will be heid in these trusts pending Board action
on this Application. Upon final Board approval of the proposed transaction, the trusts will be
dissolved and Stageccach will assume direct control of Coach. A more detailed description of |

the transaction may be found in the attached Agreement.

7 By letter dated June 15, 1999 and pursuant to the Board’s reguiations at 49 C.F.R. § 1013,
Stagecoach has requested informal Board review of the adequacy of the trust agreements to
insulate Stagecoach and Holdings from unlawful control.

¥ The Agreement allows Stagecoach to aiter the structure of the transaction as circumstances
warrant, provided that the material terms of the transaction are not affected. An additional
holding company or U.S. limited partnership, for example, could be placed in the corporate
chain between Stagecoach and Coach. Applicants request that the control authority granted
herein inciude any such intermediate entities. Applicants will notify the Board if any such
change is made in the arrangements described herein.



The proposed transaction will not result in any transfer of operating authority held
by any of the Operating Carriers, nor in any change in the essential nature of the services
provided by those Operating Carriers. There also will be no substantial change in the
organizational and strategic plans of Coach, including the activities undertaken or proposed to be
undertaken by any of the Management C-ompanies. Coach management, as well as the
management of the Managemeht Companies and Operating Carriers, will remain largely in place,
and Coach and the entities it controls will continue to be operated as separate companies in the
manner in which they are operated today. 'The transaction, in other words, will resuit in a change

of ownership of Coach, but will not directly or immediately result in any change in Coach’s

. current operations, other than as described here.’

SECTION 1182.2(a)(4)

AFFILIATED MOTOR PASSENGER CARRIERS
Information regarding the Operating Carriers and their respective operations is
provic_ied in Exhibit 1. Except for the Operating Carriers, each of which is wholly owned
(directly or indirectly) by Coach, neither Coach nor Stagecoach is affiliated with any other motor
passenger carriers subject to regulation by the Board.
The current corporate structures of Coach and Stagecoach are described above.

As indicated there, Coach has recently created -the regional Management Companies, which will

. % For the Board’s information, the parties have filed an application under the Hart-Scott-

Rodino Antitrust improvements Act of 1976, 15 U.S.C. § 18a (“HSR Act”), with respect to

. that portion of the transaction that involves Stagecoach’s control of non federally-regulated
entities. Further, a copy of this Application is concurrently being served on the Federal
Trade Commission and the U.S. Department of Justice pursuant to the exemption from HSR
filing requirements for regulated carrier transactions set forth at 15 U.S.C. § 18a(c)(6).

8-



be inserted between Coach and the Operating Carriers on the corporate chain and are intended to
enhance effective management, coordination and strategic planning within the nationwide Coach

system.

SECTION 1182.2(a)(5)

JURISDICTIONAL THRESHOLD

The aggregate gross operating revenues of the Operating Carriers during the
twelve-month period ending December 31, 1998 was approximately $713 million and thus well

in excess of the $2 million jurisdictional threshoid of 49 U.S.C. § 14303(g).

SECTION 1182.2(a)(6)

ENVIRONMENTAL AND ENERGY FACTORS

The proposed transaction contemplates only a change in ownership of an entity
that controls motor carriers and will not result in any carrier operational changes. Accordingly,
there will be no significant effect on the quality of the human environment or the conservation of

energy resources. and the transaction is exempt from the Board's environmental reporting

requirements. 49 C.F.R. § 1105.6(c)(2)(i) and (ii); see, e.g., Notre Capital Ventures [I. LLC and

Coach USA. Inc. -- Control Exemption -- Arrow Stage Lines. et al., Finance Docket No. 32876

(Sub-No. 1) (STB served May 3, 1996) (“Coach/Arrow™) at 7.

SECTION 1182.2(a)(7)

PUBLIC INTEREST CONSIDERATIONS
Under Section 14303(b), the Board is required to approve and authorize a control

transaction subject to its jurisdiction when it finds that the transaction is consistent with the



public interest. In undertaking a public interest review of this transaction. Section 14303(b)
requires that the Board consider the transaction from the perspective of (1) the effect of the
transaction on the adequacy of transportation to the public, (2) the total fixed charges resulting
from the transaction and (3) the interest of carrier employees. As discussed below. the proposed
Stagecoach/Coach control transaction readily satisfies the public interest test as to each factor.
Adequacy of Transportation to the Publi.

The Board has previously approved, as consistent with the public interest,
Coach’s applications and petitions for exemption allowing it to control motor passenger carriers
on the ground that such control would allow those carriers, and through them the traveling
public, to benefit from the financial resources, centralized services (including legal and
accounting services) and expertise in a variety of different areas that Coach is able to make
available. Coach’s control of the Operating Carriers has enabled those Carriers to draw on
Coach’s financial strength and to take advantage of various efficiencies offered by Coach'’s size,
such as lower equipment purchase costs, more favorable debt service rates, and lower insurance
premiums. Coach also supplies carriers with expertise and assistance on matters such as
compliance with federal motor carrier safety and other laws. In addition, Coach-controlied
carriers have the opportunity to share vehicles with other carriers which may have or need extra
equipment, thus allowing for the most productive use of equipment and other resources. Further,
through national marketing and enhanced name recognition, Coach carriers are able to benefit
competitively and prospective users are able to gain the assurance that they are dealing with a
“known quantity.”

These and like benefits have allowed Coach-controlled carriers to become

stronger competitors in the markets in which they operate. In turn, the Operating Carriers have
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been better able to improve the quality and expand the scope of their service to the traveling
public. Coach has also been abie to pursue.an active carrier acquisition program allowing it to
extend these and other benefits offered by Coach ownership to a growing number of carriers and
to their passengers.

By approving the proposed acquisition of control of Coach (and the vartous
entities it controls) by Stagecoach, the Board will faciliuate effectuation of Coach’s strategic plan
to acquire additional carriers and to extend to them the same benefits that the Operating Carriers
now receive. The substantial additional financial resources that Stagecoach will make available
to Coach will permit Coach to consider acquisition transactions that it has not heretofore pursued
and will enhance Coach’s abtlity to expand the benefits it offers to additional regions of the
United States and Canada where it does not now control any carriers. Coach will also have
access to additional resources that can be used to acquire non federally-regulated tragsportation
providers, such as taxicab companies and transit providers, and to take advantage of
Stagecoach’s substantial experience in the privatization of public transit services. The traveling
public will in turn benefit as additional regulated and other passenger carriers are able to take
advantage of the economies of scale and other efficiencies that Coach can offer to the entities it
controls.

By enhancing Coach’s access to new capital, Stagecoach’s financial resources will
benefit the existing Operating Carriers as well. Stagecoach has a substantial record of
reinvestment in its operations, and now has, for example, the most modermn fleet of buses in the
United Kingdom. It is likewise anticipated that the additional resources that Stagecoach will

provide can be used to fulfill Coach’s ongoing capital needs, e.g., to facilitate the purchase of

new equipment and reduce interest expenditures.
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Aside from Stagecoach’s financial resources, Stagecoach also will be able to
provide Coach with additional transportation.management resources and expertise that will assist
in planning and implementing future transactions and improving operations at existing Coach
subsidiaries. The experience gained from Stagecoach’s ownership and management of passenger
transportation providers in other nations and Stagccoach’s strong record of public transit service
innovation in such areas as ticketing, network development and integrated transport will all serve
to supplement Coach’s own expertise and benefit the operations of the Coach-controlled carriers
in the United States.

The proposed transaction will have no adverse impact on competition. As noted
above, Stagecoach is not a carrier and holds no interests in any carrier that operates in the United
States. Thus, its control of Coach will not result in any consolidation of_ competing groups of”
carmers, or any issues of reduced competition. Any future acquisitions of additional motor
passenger carriers by Coach will, of course, be subject to Board review at that time. After
completion of the proposed transaction, Coach will continue to operate in a motorcoach business
that 1s highly competitive, as the Board and its predecessor have repeatedly recognized. Barriers .
to entry are relatively low and there is not only substantial intramodal competition from the
literally thousands of motorcoach operators in the United States, but also significant intermodal
competition from passenger cars, railroads and airlines. More particularly, the carriers controlled
by Coach focus primarily on providing regional (rather than national) transportation services, and
each carrier competes wuh a large array of other transportation providers and services in the
.region in which it operates.

As the Interstate Commerce Commission noted in the proceeding in which it

authorized Greyhound’s purchase of Trailways;‘
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[Blus passengers. even those with limited access to air. Amtrak. or
private auto will continue to be protected from unreasonable rates
by the market discipline of intermodal competition since remaining
bus firms must set rates and service to attract passengers who do
have these options.

GLI Acquisition Company -- Purchase -- Trailways Lines. Inc., 4 [.C.C.2d 591. 602 (1988). The

Board has reaffirmed this finding in proceedings involving prior Coach acquisitions, and the

finding remains fully applicable to this proceeding. See, e.p., Coach/Amow, supra, at 6

(discussing the competitiveness of the bus industry). Coach, with the managenal and financial
support of Stagecoach. will have to compete aggressively and efficiently in order to remain a
successful participant in this market.

In short, the proposed transaction will make Coach a stronger company, and by
that means will allow Coach to improve further the services and efficiencies offered to the
Operating Carriers and to extend those benefits to additional carriers. The ultimate beneficiary

will be the traveling public.

Fixed Charges

Stagecoach will acquire Coach’s stock through the tender offer described above.
Coach will not incur additional debt as a result of the transaction, and it is anticipated that
Coach’s existing debt will be refinanced on more favorable terms utilizing Stagecoach’s
creditworthiness and greater access to capital. Nor will the proposed transaction have any
material ad_verse effect on the Management Companies or any of the Operating Carriers. The

impact on Coach’s fixed charges should thus be positive, allowing Coach to reduce its leverage

and interest obligations.



Impact on Carrier Emplovees

Stagecoach’s acquisition of control of Coach and its subsidiaries will have no
adverse impact on carner employees. The proposed transaction will not affect collectively
bargained agreements that are in place today and will not result in the displacement of any
dperating Carrier employees. Indeed, Coach employees should benefit from the enhanced
efficiency, competitive position and access to capital that the proposed transaction is expec.ed to
provide. As indicated above, the Coach businesses will continue to be run by existing

management, with Stagecoach input at strategic and policy levels.

SECTION 1182.2(a)(8)

SAFETY FITNESS RATINGS
By its verification included herewith, Coach certifies that the U.S. Department of
Transportation safety fitness rating of each of the Coach Operating Carriers is accurately set forth
in Exhibit 1. As shown there, none of the motor passenger carriers involved in this proceeding

holds an unsatisfactory rating. ,

SECTION 1182.2(a)(9)
INSURANCE REQUIREMENTS

Not applicable. No party will acquire any operating rights as a result of the
proposed transaction. Nonetheless, Coach certifies that each of the Operating Carriers maintains

insurance in the manner and to the extent required by the regulations of the Federal Highway

Administration.
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SECTION 1182.2(a)(10)

MEXICAN OWNERSHIP

Not applicable. No party will acquire any operating rights as a result of the
proposed transaction. Applicants certify that Stagecoach, Coach and each of their respective

carrier affiliates is neither domiciled in Mexico nor owned or controlled by citizens of that

country.

SECTION 1182.2(a)(11)

OPERATING AUTHORITY HELD BY INDIVIDUAL

Not applicable. The proposed transaction will not result in the transfer of
operating authority to an individual who will hold that authority in his or her own name. No

such individual holders of operating authority are involved in the proposed transaction.

SECTION 1182.3(a)(1)
SERVICE REQUIREMENTS

The proposed transaction will have no impact on any of the intrastate operations
conducted by any of the Operating Carriers. Nonetheless, a copy of this application is being
served for informational purposes on the regulatory authorities in each state in which any of the
Operating Carriers hold authority to provide intrastate service, as reflected on the attached
certificate of service.

Applicants note that, pursuant to the provisions of 49 U.S.C. § 14303(f), Board
approval of this application will serve to preempt any otherwise applicabie state requirement

with respect to the acquisition of control described herein and the implementation of the

proposed transaction. See Colorado Mountain Express, {nc. and Airport Shuttle Colorado, Inc.,
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d/b/a Aspen Limousine Service, [nc. -- Consolidation and Merger -- Colorado Mountain Express.

Finance Docket No. MC-F-20902 (STB served February 28, 1997) (noting that once interstate
jurisdiction is established over carrier participants, Section 14303(f) “specifically preempts any
state action that would interfere with the consummation of a Board approved or exempted
merger, consolidation or acquisition of conirol, regardless of the extent of the participating
carriers’ operations in intrastate commerce.”).

WHEREFORE, for the reasons described above, the Board should grant this
Application for Stagecoach’s acquisition of control of Coach, the Management Companies and

Coach'’s motor passenger carrier subsidiaries.

Respectfully submitted,

By, U dlin & Sl

Betty Jo Christian William C. Sippel
David H. Cobumn -Thomas J. Litwiler
Steptoe & Johnson LLP ‘ Oppenheimer Wolff & Donnelly (Illinois)
1330 Connecticut Avenue, N.W. Two Prudential Plaza, 45th Floor
Washington. DC 20036 180 North Stetson Avenue
(202) 429-3000 Chicago, Illinois 60601-6710
(312) 616-1800
ATTORNEYS FOR
COACH USA, INC. ATTORNEYS FOR

STAGECOACH HOLDINGS PLC

Dated: June 22, 1999

~16-



COACH USA, INC. OPERATING CARRIERS

EXHIBIT }

Name of Affiliate

Description of Interstate Qperations State Authority Safety Rating
Air Travel Transportation, Inc. Charter and special operations beginning and ending at GA None
(MC-166420) points in AL, FL., GA, NC, SC and TN to points in the
(controlled by Coach USA,Inc) | US.
Airlines Acquisition Co., Inc. Charter and special operations between points in the U.S. PA Satisfactory
(MC-223575)
(controlled by Coach USA, Inc.)
Airport Bus of Bakersfield Charter and special operations between points in Kemn CA Satisfactory
{(MC-163191) County, CA and points in AR, CA, CO, ID, MT, NV,
{controlled by Coach USA, Inc.) | NM, OR, UT, WA and WY.
Airport Limousine Service, Inc. | Charter and special operations between points in the U.S. PA None
(MC-315702)
(controiled by Coach USA, Inc.
and Yellow Cab Service Corp.)
America Charters, Lid. Charter and special operations between points in the U.S. NC Conditional
(MC-153814)
(controlled by Coach USA, Inc.)
ASTI, Inc. Charter and special operations between points in the U.S. Satisfactory
(MC-252353)
(controlled by Coach USA, Inc.)
Americoach Tours, Lid. Charter and special operations between points in the U.S. TN Sausfactory
(MC-212649)
(controlled by Coach USA, Inc.)
Antelope Valley Bus, Inc. Charter and special operations between points in the U.S. CA Satisfactory
(MC-125057)
{(controlled by Coach USA, Inc.) .
Arrow Line, Inc. ‘ Regular route operations between points in CT and RI. CT, NY,MA Satisfactory

(MC-1934)
(controlled by Coach USA, Inc.)




Name of Affiliate

Description of Interstate Operations

State Authority

Safety Rating

Arrow Stage Lines, Inc.
(MC-29592)
(controlled by Coach USA, Inc.})

Charter and special operations between points in the U.S.

Satisfactory

Autocar Connaisseur, Inc.
{MC-166643)

(controlled by Coach USA, Inc.
and Coach Canada, Inc.)

Charter and special operations beginning and ending at
points on U.S8./Canada border to points in the U.S.

PQ, ON

Satisfactory

Bayou City Coaches, Inc.
(MC-245246)
(controlled by Coach USA, Inc.)

Regular route operations between points in TX.

TX,NM

Satisfactory

Black Hawk-Central City Ace
Express, Inc.

{(MC-273611)

(controlled by Coach USA, Inc.)

Charter and special operations between points in the U.S.

co

Satisfactory

Blue Bird Coach Lines, Inc.
(MC-108531)
(controlled by Coach USA, Inc.)

Regular route operations between points in PA and NY,
OH and GA,; charter and special operations between
points in the U.S.

NY, PA, NJ,
OH. ON

Satisfactory

Bonanza Bus Lines, Inc.’
(MC-i3028)
{controlled by Coach USA, Inc.)

Regular route operations between points in RI, CT, MA,
VT and NY; charter and special operations between
points in the U.S.

RI, CT, MA

Satisfactory

Browder Tours, Inc.
(MC-236290)
(controlled by Coach USA, Inc.)

Charter and special operations between points in the U.S.

™

Satisfactory

Brunswick Transportation
Company d/b/a The Maine Line
(MC-109495)

(controlled by Coach USA, Inc.)

Regular route operations between points in ME and MA;
charter and special operations between points in the U.S.

ME

Satisfactory

* An application for control of this carrier by Coach USA, Inc. and Coach USA Northeast, Inc. is pending at the Board.




Name of Affiliate

Description of Interstate Operations State Authority Safety Rating
Butler Motor Transit, Inc. Regular route operations between points in PA; charter PA Satisfactory
(MC-126876) and special operations between points in the U.S.
(contralled by Coach USA, Inc))
California Charters, Inc. Charter and special operations between points in the U.S. CA Satisfactory
(MC-241211)
(controlled by Coach USA, Inc.)
Cape Transit Corp. Regular route operations between points in MD, NJ, PA, NJ Satisfactory
(MC-161678) and VA; charter and special operations to points in the
(controlled by Coach USA, Inc.) | U.S. :
Central Cab Company Charter and special operations between points in the U.S. | PA, WV, OH Satisfactory
(MC-133058)
(controlied by Coach USA, Inc.
and Coach USA North Central,
Inc.)
Chenango Valley Bus Lines, Inc. | Regular route operations between points in NY, PA and NY Satisfactory
(MC-141324) NJ; charter and special operations between points in the
(controlled by Coach USA, Inc.) | U.S.
Clinton Avenue Bus Company Charter and special operations between points in the U.S. None
(MC-223062)
(controlled by Coach USA, Inc.)
Colonial Coach Corp. Regular route operations between NJ and PA; charter and NJ Satistactory
(MC-39491) special operations from Philadelphia, PA to points in NJ,
(controlled by Coach USA, Inc.) | NY, DE, MD and VA,
Community Coach, Inc. Charter and special operations between points in the U.S. NI, NY Satisfactory

(MC-76022)
(controlled by Coach USA, Inc.)

Community Transit Lines, Inc.
(MC-145548)
(controlled by Coach USA, Inc.)

Regular and charter and special operations between
points in NJ and NY. |

Satisfactory




Name oi' Affiliate

Description of Interstate Operations

State Authority

Safety Rating

Desert Stage Lines, Inc.
(MC-140919)
(controlied by Coach USA, Inc.)

Charter and special operations beginning and ending in
CA to points in AZ, NV, NM and UT.

Satisfactory

El Expreso, Inc.
{MC-244195)
(controlled by Coach USA, Inc.)

Regular route operations between points in TX, between
points in TX and FL, between points in AL and GA,
between points in FL.

X

Satisfactory

Erie Coach Lines Company
(MC-127027) ,

‘{controlled by Coach USA, Inc,
and Coach Canada, Inc.)

Charter and special operations between points on
U.S./Canada border to points in the U.S.

ON

Conditional

Gad-About Tours, Inc.
(MC-198451)
(controlled by Coach USA, Inc.)

Charter and special operations from points in OH to
points in the U.S.

OH

Satisfactory

GL Bus Lines, Inc.
(MC-180074) '
(controiled by Coach USA, Inc.)

Charter and special operations between points in the U.S.

NY

None

Gray Line Air Shuttle, Inc.
(MC-218255)
(controlled by Coach USA, Inc))

Regular route operations between points in NJ and NY;
charter and special operations to points in the U.S.

NY

Satisfactory

Gray Line New York Tours, Inc.
(MC-180229)
(controlled by Coach USA, Inc.)

Regular route operations between points in NY and NJ;
charter and special operations between paints in the U.S.

None

Gray Line.Tours of Southern
Nevada

(MC-127564)

| (controlled by Coach USA, Inc.)

Charter and special operations between points in the U.S.

NV

Satisfactory

Grosvenor Bus Lines, Inc.
(MC-157317)
(controlled by Coach USA, inc.)

Charter and special operations between points in the U.S.

CA

Condittonal




Name of Affiliate

Description of Interstate Operations

State Authority

Safety Rating

Gulf Coast Transportation, Inc.

Charter and special operations between points in the U.S. TX Satisfactory
(MC-201397)
(controlled by Coach USA, Inc.)
H.A.M.L. Corp. Charter and special operations between points in the U.S. NJ None
(MC-194792)
(controlied by Coach USA, Inc.)
Hudson Transit Corporation Regular route operations between points in NY charter NY None
(MC-133403) and special operations between points in the U.S.
(controlled by Coach USA, Inc.)
Hudson Transit Lines, Inc. Regular route operations between points in NY and NJ; ill Satisfactory
(MC-228) ' charter and special operations between points in the U.S.
(controlled by Coach USA, Inc.)
Intemnational Bus Services, Inc. | Regular route operations between points in NY and NJ; NY, NJ Satisfactory
(MC-155937) charter and special operations between points in the U.S.
(controlled by Coach USA, Inc.) |-
Kansas City Executive Coach, Charter and special operations beginning and ending in MO Satisfactory
inc. Kansas City, MO to points in KS, NE, AR, OK, NV,
(MC-203805) MN, 1A, CO, TN, IL, NM, TX, IN, AZ and KY.
(controlted by Coach USA, Inc.
and Yellow Cab Service Corp.)
Keeshin Charter Services, Inc, Charter and special operations between points in the U.S. Satisfactory
{MC-118044)
(controlled by Coach USA, Inc.)
Keeshin Transportation, LP Charter and special operations between points in IL and Satisfactory
(MC-263222) points in the U.S.
(controlled by Coach USA, Inc.)
Kerrville Bus Company, Inc. Regular route operations between points in TX, between TX, MS Satisfaclory

(MC-27530)
(controlled by Coach USA, Inc.)

TX and AR, between LA and AZ, between AR and TN,
between LA and MS; charter and special operations
between points in the U.S.




Name of Affiliate

Description of Interstate Operations State Authority Safety Rating
K-T Contract Services, Inc. Charter and special operations between points in the U.S. NV Satisfactory
(MC-218583)
(controlled by Coach USA, Inc.)
Leisure Time Tours, Inc. Regular route operations between points in NJ, NY, CT, NJ, NY, PA Satisfactory
(MC-142011) MD and DE; charter and special operations between
(controlled by Coach USA, Inc.) | points in the U.S.
Meitro Cars, Inc. Charter and special operations between points in the U.S. Ml Conditional
{MC-276823)
(controllied by Coach USA, Inc.
and Yellow Cab Service Corp.)
Mini Coach of Boston Charter and special operations from Medford, MA to Conditional
(MC-231090) points in the U.S.
(controlled by Coach USA, Inc.)
Mountaineer Coach, Inc. Charter and special operations between points in the U.S. ‘% None
(MC-229627)
(controlled by Coach USA, Inc.
and Coach USA North Central,
Inc.)
Niagara Scenic Bus Lines, Inc. Regular route operations between points in NY and PA. NY, ON Satisfactory
(MC-30787)
(controlled by Coach USA, Inc))
Olympia Trails Bus Co., Inc. Regular route operations between points in NY and NJ; NY, NJ Satisfactory
(MC-138146) charter and special operations to points in the U.S.
(controlled by Coach USA, Inc.)
Orange, Newark, Elizabeth Bus, | Charter and special operations between points in the U.S. NJ Satisfactory

Inc.
(MC-206227)
(controlled by Coach USA, Inc.)




Name of Affiliate

Description of Interstate Operations State Authority | Safety Rating
P&S Transportation, Inc. Charter and special operations to points in the U.S. Satisfactory
{MC-255382)
{controlled by Coach USA, Inc.)
Pawtuxet Valley Bus Lines Charter and special operations between MA, CT and RI RI, CT,NB Satisfactory
(MC-115432) and points in the U.S.
(controlled by Coach USA, Inc.)
PCSTC, Inc. Charter and special operations beginning and ending in CA Satisfactory
{MC-184852) points in CA, AZ and NV to points in the U S,
(controlled by Coach USA, Inc.) _
Pittsburgh Transportation Charter and special operations between points in the U.S. None
Charter Services, Inc.
(MC-319195)
(controlled by Coach USA, Inc.
and Yellow Cab Service Corp.)
Powder River Transportation Regular route operations to points in WY, MT, SD, NE, WY, CO Satisfactory
Services, Inc. UT, NM, TX, and CO; charter and special operations to
(MC-161531) poiats in the U.S.
(controlled by Coach USA, Inc.)
Progressive Transportation Regular route operations between points in NY and PA; NY None
Services, Inc. charter and special operations between points in the U.S.
(MC-247074)
(controlled by Coach USA, Inc.)
Red & Tan Charter, Inc. Charter and special operations between points in the U.S. None
(MC-204842)
(controlled by Coach USA, Inc.)
Red & Tan Tours Regular route operations between points in NY and NI, NY, NI Satisfactory

(MC-162174)
(controlled by Coach USA, Inc.)

charter and special operations between points in the U.S,




Name of Affiliate

Description of Interstate Operations

Lines, Inc.
1 (MC-117805)
(controlled by Coach USA, Inc.)

and special operations 1o points in the U.S.

State Authority | Safety Rating

Rockland Coaches, Inc. Regular route operations between points in NY and NJ; NJ Satisfactory
{MC-29890) charter and special operations between points in the U.S.
(controlled by Coach USA, Inc.)
Ross Tours, Inc.’ Charter and special operations between points in the U.S. MS None
(MC-175674)
Salt Lake Coaches, Inc. Charter and special operations between points in the U.S. None
(MC-347528) ,

| (controlled by Coach USA, Inc.)
Stardust Tours, Inc. d/b/a Gray Charter and special operations between points in the U.S. TN None
Line Tours of Memphis
(MC-318341)
(controlled by Coach USA, Inc.)
Suburban Management Corp. Regular route operations between points in NY and NJI. None
(MC-264527) : .
(controlled by Coach USA, Inc.)
Suburban Trails, Inc. Regular route operations between points in NJ and NY; NJ Satisfactory
(MC-149081) charter and special operations between points in the U.S.
(controlled by Coach USA, Inc.) :
Suburban Transit Corp. - Regular route operations between points in NJ and NY; NJ Satisfactory
(MC-115116) charter and special operations between points in the U.S.
{controlled by Coach USA, Inc.) '
Syracuse and Oswego Coach Regular route operations between points in NY; charter NY Satisfactory

* An application for_coﬁtrol of this carrier by Coach USA, Inc. and Yellow Cab Service Corp. is pending at the Board.




Name of Affiliate

Description of Interstate Operations State Authority { Safety Rating
Texas Bus Lines, Inc. Regular route operations between points in TX, between TX Satisfactory
(MC-37640) points in LA and MS; charter and special operations
(controlled by Coach USA, Inc.) | between points in the U.S.
Tippett Travel, Inc. d/b/a Marie’s | Charter and special operations between points in the U.S. None
Charter Bus Lines
(MC-174043)
(controlied by Coach USA, Inc.) .
Transportation Management Charter and special operations between points in the U.S. PA, OH None
Services, Inc.
(MC-237433)
(controlled by Coach USA, Inc.)
Trentway-Wagar, Inc. Regular route operations between Buffalo, NY, the ON Satisfactory
(MC-126430) Canadian border and points in the U.S_; charter and
(controlled by Coach USA, Inc. | special operations between points in the U.S.
and Coach Canada, Inc.)
Tucker Transportation Co., Inc. -Charter and special operations between points in the U.S. Satisfactory
(MC-223424)
{controlled by Coach USA, Inc.)
Utica-Rome Bus Co,, Inc. Regular route operations between points in NY; charter NY Satisfaclory
(MC-7914) and special operations to points in the U.S.
(controlled by Coach USA, Inc.)
Valen Transportation, Inc. Regular route operations between points in CA, between CA Satisfactory
(MC-212398) - point in NV and AZ, between points in AZ.
(controlled by Coach USA, Inc.)
Van Nortwick Bros., Inc. Charter and special operations to points in the U.S. Satisfactory

(MC-149025)
(controlled by Coach USA, Inc.)

NJ

Wisconsin Coach Lines, Inc.
(MC-123432)
{controlied by Coach USA, Inc.)

Charter and special operations between points in the U.S.

Satisfactory




Name of Affiliate

Description of Interstate Operations State Authority Safety Rating
Warthen Van Service, Inc. Charter and special operations between points in WY, wY None
(MC-142573) MT, ND, NE, CO, and SD.
(controlled by Coach USA, Inc.)
2948-7238 Quebec, Inc. d/b/a Charter and special operations between points in the U.S. PQ None

Visite Touristique de Quebec
(MC-302514)°

* An application for control of this carrier by Coach USA, Inc. and Coach Canada, Inc. is pending at the Board.
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EXHIBIT 2

SUMMARY OF COACH ACQUISITION PROCEEDINGS
AT SURFACE TRANSPORTATION BOARD

DOCKET NUMBER
and
ACOUIRED COMPANIES

DECISION
SERYED

EFFECTIVE DATE

Finance Docket No. 32876 (Sub. No. 1)

Arrow Stage Lines, Inc. (MC-29592)

Cape Transit Corp. (MC-161678)
Community Coach, Inc. (MC-76022)
Community Transit Lines, Inc. (MC-145548)
Grosvenor Bus Lines, Inc. (MC-157317)
H.AM.L. Corp. (MC-194792)

Leisure Time Tours (MC-142011)

Suburban Management Corp. (MC-264527)
Suburban Trails, Inc. (MC-149081)‘

Suburban Transit Corp. (MC-115116)

5/3/96

5/3/96

Finance Docket No. 33073
K-T Contract Services, Inc. (MC-218583)

American Sightseeing Tours, Inc. d/b/a ASTI
(MC-252353)

California Charters, Inc. (MC-241211)
Texas Bus Lines, Inc. (MC-37640)

Gulf Coast Transportation, Inc. d/b/a Gray
Line Tours of Houston (MC-201397)

11/8/96

11/8/96




DOCKET NUMBER
and
ACOQUIRED COMPANIES

DECISION
SERVED

EFFECTIVE DATE

Finance Docket No. 33343

Progressive Transportation Services, Inc.
(MC-247074)

Powder River Transportation Services, Inc.
(MC-161531)

Worthen Van Service, Inc. (MC-142573)

PCSTC, Inc. (MC-184852)

5115197

5/15/97

Finance Docket No. 33377

Airport Bus of Bakersfield (MC-163191)
Antelope Valley Bus, Inc. (MC-12505- 7)
Desert Stage Lines, Inc. (MC-140919)
Bayou City Coaches, Inc. (MC-245246)
Ker_rville Bus Company, Inc. (MC-27530)
Red & Tan Charter, Inc. (MC-204842)
Red & Tan Tours (MC-162174)

Rockland Coaches, Inc. (MC-29890)

5/15/97

5/15/97

Finanee Docket No. 33393

America Charters Ltd. (MC-153814)

10/3/97

10/3/97




Browder Tours, Inc. (MC-236290)

El Expreso, Inc. (MC-244195)

DOCKET NUMBER DECISION
and SERVED EFFECTIVE DATE

ACQUIRED COMPANIES
Finance Docket No. 33428 11/13/97 11/17/97
Van Nontwick Bros., Inc. (MC-149025)
The Arrow Line (MC-1193, 1934)
Trentway-Wagar, Inc. (MC-126430)
Finance Docket No. 33431 12/4/97 12/4/97
Gray Line Tours of Southem Nevada
(MC-127564)
Finance Docket No. 33471 2/24/98 2/24/98
Air Travel Transportation, Inc. (MC-166420)

Airlines Acquisition Co., Inc. (MC-223575)

Transportation Management Services, Inc.
(MC-237433)
Finance Docket No. 33506 3/17/98 3/17/98




DOCKET NUMBER
and
ACQUIRED COMPANIES

DECISION
SERVED

EFFECTIVE DATE

Finance Docket No. MC-F-20916
Americoach Tours, Ltd. (MC-212649)
Keeshin Charter Services, Inc. (MC-118044)
Keeshin Transportation, LP (MC-263222)
Niagara Scenic Bus Lines, Inc. (MC-30787)

Pawtuxet Valley Bus Lines (MC-115432)

2/27/98

4/13/98

Finance Docket No. MC-F-20917

Airport Limousine Service, Inc.
(MC-315702)

Black Hawk-Central City Ace Express, Inc.
(MC-273611)

3/13/98

4/27/98

Finance Docket No. MC-F-20918

Metro Cars [nc. (MC-276823)

4/10/98

5/25/98




DOCKET NUMBER
and
ACOUIRED COMPANIES

DECISION
SERVED

EFFECTIVE DATE

Finance Docket No. MC-F-20921

Blue Bird Coach Lines, Inc. (MC-108531)
Butler Motor Transit, Inc. (MC-126876
Gad-About Tours, Inc. (MC-198451)

P&S Transportation, Inc. (MC-255382)

Pittsburgh Transportation Charter Services,
Inc. (MC-319195)

Syracuse and Oswego Coach Lines, Inc.
(MC-117805)

Tippett Travel, Inc. (MC-174043)

Tucker Transportation Company, Inc.
(MC-223424)

Utica-Rome Bus Co., Inc. (MC-7914)

6/19/98

8/3/98

Finance Docket No. MC-F-20923

Kansas City Executive Coach, Inc.
(MC-203805)

Le Bus, Inc. (MC-210900)

7/24/98

9/8/98




DOCKET NUMBER DECISION
and SERVED EFFECTIVE DATE
ACQUIRED COMPANIES
Finance Docket No. MC-F-20926 8/14/98 9/28/98
Brunswick Transportation Company d/b/a
The Maine Line (MC-109495)
Mini Coach of Boston (MC_-23 1090)
Olympia Trails Bus Co., Inc. (MC-138146)
Stardust Tours, Inc. d/b/a Gray Line Tours of
Memphis (MC-318341)
Valen Transportation, Inc. (MC-212398)
Finance Docket No. MC-F-20927 8/28/98 10/13/98

Chenango Valley Bus Lines, Inc.
(MC-141324)

Colonial Coach Corp. (MC-39491)
GL Bus Lines, Inc. (MC-180074)
Gray Line Air Shuttle, [nc. (MC-218255)

Gray Line New York Tours, Inc.
(MC-180229)

Hudson Transit Corporation
(MC-133403)

Hudson Transit Lines, Inc.
(MC-228) -

International Bu.é Services, Inc.
(MC-155937)




DOCKET NUMBER DECISION
and SERVED EFFECTIVE DATE
ACQUIRED COMPANIES
Finance Docket No. MC-F-20928 10/19/98 10/19/98

Salt Lake Coaches, Inc. (MC-347528)

Finance Docket No. MC-F-20930 9/25/98 11/9/98

Clinton Avenue Bus Company (MC-223062)

Orange, Newark, Elizabeth Bus, Inc.
(MC-206227)

Wisconsin Coach Lines, Inc. (MC-123432)

Finance Docket No. MC-F-20931 11/19/98 pending

Coach USA, Inc. and Coach North Central,
Inc. -- Control -- Nine Motor Passenger
Carriers’

Finance Docket No. MC-F-20932 11/19/98 pending

Coach USA, Inc., and Coach USA Northeast,
inc. -- Controi -- 30 Motor Passenger
Carrierse

" By this application, Coach requested authority jointly with a wholly-owned
Management Company subsidiary to allow that subsidiary to also control the carriers previously

under Coach’s sole control.



DOCKET NUMBER DECISION
and SERVED EFFECTIVE DATE

ACQUIRED COMPANIES

Finance Docket No. MC-F-20933 11/19/98 pending

Coach USA. Inc., and Coach USA South
' | Central, Inc. -- Control -- Eight Motor
Passenger Carriers*

inance Docket No. MC-F-20934 11/19/98 pending

Coach USA, Inc., an Coach USA Southeast,
[nc. -- Control -- Seven Maotor Passenger
Carriers*

Finance Docket No. MC-F-20935 11/19/98 pending

Coach USA, Inc., and Coach USA West,
Inc. -- Control -- 14 Motor Passenger
Carriers

Finance Docket No. MC-F-20936 11/19/98 01/04/99

Coach USA, Inc., and Yellow Cab Service
Corporation -- Control -- Four Motor
Passenger Carriers*

Finance Docket No. MC-F-20937 11/20/98 pending
Coach USA, Inc., and Coach USA
Northeast, Inc.

Bonanza Bus Lines, Inc. (MC-13028)

" By this application, Coach requested authority jointly with a wholly-owned
Management Company subsidiary to allow that subsidiary to also control the carriers previously

under Coach’s sole control.



DOCKET NUMBER
and
ACQUIRED COMPANIES

DECISION
SERVED

EFFECTIVE DATE

Finance Docket No. MC-F-20939
Coach USA, Inc. and Coach USA North
Central, Inc.

Central] Cab Company (MC-133058)

Mountaineer Coach, Inc. (MC-229627)

11/20/98

01/04/99

Finance Docket No. MC-F-20938
Coach USA, Inc. and Coach Canada, Inc.

Autocar Connaisseur, Inc. (MC-166643)
Enie Coach Lines Company (MC-127027)

Trentway-Wagar, Inc. (MC-126430)""

12/17/98

02/01/99

Finance Docket No. MC-F-20943
Coach USA, Inc. and Coach Canada, Inec.

Autocar Connaisseur, {nc. (MC-166643)

01/27/99

03/15/99

** Coach achieved control of Trentway-Wagar, Inc. on 11/17/87 in Finance Docket
No. 33428. By this application, Coach Canada obtained authority to also control Trentway-

Wagar, Inc.

*** Coach USA, Inc. and Coach Canada, Inc. previously acquired Autocar in

MC-F-20938. By this application, Coach USA, Inc. and Coach Canada, Inc. sought authority to

obtain control of a new corporate entity that succeeded to the operating authonty previously

issued to Autocar.




DOCKET NUMBER DECISION
and SERVED EFFECTIVE DATE
ACQUIRED COMPANIES
Finance Docket No. MC-F-20945 05/14/99 06/28/99
Coach USA, Inc., and Yellow Cab Service (assuming no
Corporation comments are filed by
that date)

Ross Tours, Inc. (MC-175674)
Finance Docket No. MC-F-20946 05/14/99 06/28/99

Coach USA, Inc. and Coach Canada, Inc.

2948-7238 Quebec Inc. (Visite Touristique
de Quebec (VTQ)) (MC-302514)

(assuming no
comments are filed by
that date)
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AGREEMENT AND PLAN OF MERGER, dated as of June 12. 1999, among
STAGECOACH HOLDINGS plc, a public limited company organized under the laws of
Scotland (“Earent™). SCH HOLDINGS CORP.. a Delaware corporation and a wholly owned
subsidiary of Parent (“Holding Sub™), SCH ACQUISITION CORP.. a Delaware corporation and
a wholly owned subsidiary of Holding Sub ("Merger Sub™), and COACH USA. INC.. a Delaware

corporation {the “Company ™).

WHEREAS, the Board of Directors of the Company has (i) determined that this
Agreement and the transactions contemplated hereby, including the $42.00 (such amount. or such
hicker amount as may be paid per Share pursuant to the Offer, the “Per Share Price”™) to be paid
for each outstanding share (collectively, the “Shares™) of Common Stock, par value $.01 per

share (the "Company Common Stock™), in the Offer (as defined in Section 1.1) and the Merger

{as defined in Section 1.5), is advisable and fair to and in the best interests of the stockholders of
the Company, (1) approved this Agreement and the transactions contempiated hereby and (iii)
resolved to recommend acceptance of the Offer, and adoption of this Agreement, by such

stockholders:

WHEREAS, the Boards of Directors of Parent, Holding Sub and Merger Sub have
approved, and deem it in the best interests of their respective shareholders to consummate, the
Offer, the Merger and the other transactions contemplated hereby, upon the terms and subject to
the conditions set forth herein;

WHEREAS, the Board of Directors of the Company has approved the transactions
contemplated by this Agreement, including the transactions contemplated by the various Tender
Agreements executed as of the date hereof between Parent, Holding Sub and certain stockhoiders

of the Company (the “Tender Agreements™), in accordance with the provisions of Section 203 of
the Delaware General Corporation Law (the “DGCL"™).

NOW, THEREFORE, in consideration of the foregoing and the respective
representations, warranties, covenants and agreements set forth herein, the parties hereto agree as

follows:

ARTICLE I
THE OFFER AND THE MERGER

Section 1.1 The Offer. (a) Parent shall cause Holding Sub to, and Holding Sub
shall, as soon as practicable after the date hereof, but in any event within five business days after
the public announcement of the execution hereof, commence (within the meaning of Rule
14d-2(a) under the Securities Exchange Act of 1934, as amended (the “Exchange Act™)). a tender
offer (the “Qffer”) for all of the outstanding Shares at a per share price equal to the Per Share
Price, net to the sellers thereof in cash, subject to the conditions set forth in Annex [ hereto (the
“Qffer Conditions™} including the Minimum Condition (as defined therein) and the termination
provisions of Article VII hereof. Holding Sub shall consummate the Offer on the terms and
subject to the conditions provided in this Section 1.1. Subject to the terms and conditions of thus
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Agreement, the obligation of Holding Sub to accept for payment Shares tendered pursuant to the
Offer shall be subject to the satisfaction or waiver by Holding Sub of the Offer Conditions.

(b) The Offer shall be made by means of an offer to purchase which shall
contain as conditions onty the Minimum Condition and the other conditions set forth in Annex I
hereto. and. subject to the succeeding sentence, shall otherwise contain. and be entirelv consistent
with, the terms and conditions of the Offer as described in this Agreement. Each of Holding Sub
and Parent expressly reserves the nght, in its sole discretion. to waive any such condition and
make anv other changes to the terms of the Offer, provided that, without the consent of the
Company. neither Parent nor Holding Sub shall (i) amend or waive the Minimum Condi..on or
the condition (the "HSR Condition™) relating to the termination or expiration of appiicable
waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended
(the "HSR Act™), or the condition (the "STB Condition™) relating to the receipt of a favorabie
informal advisory opinion regarding the Voting Trust Agreement (as defined in Section 1.4) or
an approval of Parent's and Holding Sub’s acquisition of the federally regulated carriers
controlled by the Company from the United States Surface Transportation Board (the "STB™),
(i) amend any other condition of the Offer as set forth herein or in Annex I hereto, (iii) reduce
the Per Share Price, (iv) change the form of consideration to be paid in the Offer (other than by
adding cash consideration), (v) reduce the maximum number of Shares to be purchased in the
Offer. or (vi} amend any other term of the Offer in a manner which is adverse to the hoiders of
Shares. The Per Share Price shall be net to the sellers in cash, without interest, subject to
reduction only for any applicable federal back-up withholding taxes. Notwithstanding the
foregoing, Holding Sub may, without the consent of the Company, subject to the Company's
right to terminate this Agreement pursuant to Article VII, (i) extend the Offer on one or more
occasions for up to ten business days for each such extension beyond the then-scheduled
expiration date (the initial scheduled expiration date being 20 business days following
commencement of the Offer), if at the then-scheduled expiration date of the Offer any of the
conditions 10 Holding Sub’s obligation to accept for payment and pay for the Shares shall not be
satisfied or watved, until such time as such conditions are satisfied or waived, and, at the request
of the Company, Holding Sub shalil, subject to Parent’s right to terminate this Agreement
pursuant to Article VII, extend the Offer for additional pertods up to but not later than January
31. 2000, but shall not be required to so extend if any of the conditions not satisfied or earlier
waived on the then-scheduled expiration date are one or more of the Minimum Condition or the
conditions set forth in paragraphs (a), (c) or (d) of Annex I hereto, proyvided that (x) if the only
condition not satisfied is the Minimum Condition, the satisfaction or waiver of all other
conditions shall have been publicly disciosed at least five business days before termination of the
Offer and (y) if paragraph (a) or (d) of Annex I hereto has not been satisfied and the failure to so
satisfy can be remedied, the Offer shall not be terminated unless the failure is not remedied
within 10 business days after Parent has furnished the Company with written notice of such
failure, (ii) extend the Offer for any period required by any rule, regulation, interpretation or
position of the Securities and Exchange Commission (the “SEC") or the staff thereof applicable
to the Offer, and (iii) extend the Offer for an aggregate period of not more than five business days
beyond the latest expiration date that would otherwise be permitted under clause (i) or (it) of this
sentence if there shall not have been tendered sufficient Shares so that the Merger could be
effected without a meeting of the Company's stockholders in accordance with Section 253 of the
DGCL. Subject to the terms of the Offer, including the Offer Conditions, Holding Sub shall
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accept for payment and pay for all Shares duly tendered at the earliest time at which it is
permitted t°_d° so under applicable provisions of the Exchange Act; provided that, as set forth
above, Holding Sub shall have the right, in its sole discretion, to extend the Offer for up to five
business days notwithstanding the prior satisfaction of the Offer Conditions. in order to attempt
to satisfy the requirements of Section 253 of the DGCL. It is agreed that the Offer Conditions
other than the Minimum Condition. the HSR Condition, the STB Condition and the condition
contained in clause (¢) of Annex [ are solely for the benefit of Holding Sub and that all Offer
Conditions may be asserted by Holding Sub regardless of the circumstances resuiting in a
condition not being satisfied (except for any action or inaction by Holding Sub. Merger Sub or
Parent constituting a breach of this Agreement) and, except with respect to the Minimum
Condition, the HSR Condition. the STB Condition and the condition contained in clause (c) of
Annex [, may be waived by Hoiding Sub, in whole or in part at any time and from time to time,

in its sole discretion.

tsd

(¢c) On the date of commencement of the Offer, Parent and Holding Sub, with
the cooperation of, and prior review thereof by, the Company, shall file with the SEC a Schedule
14D-1 (the “Schedule 14D-1") with respect to the Offer that will contain or will incorporate by
reference the Offer (or portions thereof) and forms of the related letter of transmirtal and
summary advertisement (which documents, together with any supplements or amendments
thereto, are referred to herein collectively as the “Qffer Documents™). The Schedule 14D-1, and
all amendments and supplements thereto, shall comply as to form in all material respects with the
provisions of all applicable federal securities laws. Parent, Holding Sub, and the Company with
respect to information supplied by it for use in the Schedule 14D-1 or the Offer Documents.
agree promptly to correct the Schedule 14D-1 or the Offer Documents if and to the extent that
any of them shall have become false or misleading in any material respect or any event occurs
which should be set forth in an amendment or supplement to the Schedule 14D-1, and Holding
Sub shall take all steps necessary to cause the Schedule 14D-1 as so corrected or supplemented to
be filed with the SEC and such Offer Documents as so corrected to be disseminated to holders of
Shares and any other holders of securities of the Company (if any), in each case as and to the
extent required by applicable federal securities laws. In addition, Parent and Holding Sub agree
to promptly provide the Company and its counsel in writing with any comments Parent. Hoiding
Sub or their counsel may receive from time to time from the SEC or its staff regarding the
Schedule 14D-1 or the Offer Documents.

Section 1.2 Company Action. (a) The Board of Directors of the Company has
received the opinion of Morgan Stanley & Co. Incorporated (the “Company Finapcial Advisor™)
to the effect set forth in Section 3.19. The Company has been authorized by the Company
Financial Advisor to permit, subject to its prior review and consent (such consent not to be
unreasonably withheld), the inclusion of such opinion and appropriate references thereto in the
Offer Documents and in the Schedule 14D-9 referred to below and the Proxy Statement referred
to in Section 5.11. The Company hereby consents to the inclusion in the Offer Documents of the
recommendation of the Company's Board of Directors described in Section 3.4, unless the
Company's Board of Directors determines in good faith, only after receipt of and based upon
advice from outside legal counsel to the Company, that it is required by fiduciary duties under
applicable law to make an Adverse Change in the Company Recommendation (as defined in
Section 5.11) in response to a Superior Proposal (as defined in Section 5.5).
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(b) The Company agrees to file with the SEC and mail to its stockholders
contemparaneously with the commencement of the Offer a Solicitation’Recommendation
Statement on Schedule 14D-9 (the “Schedule 14D-9™) which shall reflect the actions of the
Board of Directors referred to above and shall comply in all material respects with the provisions
of applicable federal securities laws. The Company, and Parent, Holding Sub and Merger Sub
with respect to information supplied by either of them for use in the Schedule 14D-9. agree
promptly to correct the Schedule 14D-9 if and to the extent that it shall have become false or
misleading in any maternial respect, and the Company shall take all steps necessary to cause the
Schedule 14D-9 as so corrected :5 be filed with the SEC and mailed to holders of Shares and any
other holders of securities of the Company (if any) to the extent required by applicable federal
securities laws. The Schedule 14D-9 shall contain the recommendation of the Board of Directors
of the Company that the holders of Shares accept the Offer, unless and until the Company’s
Board of Directors determines in good faith, only after receipt of and based upon advice from
outside legal counsel to the Company, that it is required by fiduciary duties under applicable law
to make an Adverse Change in the Company Recommendation in response to a Superior
Proposal. [n addition, the Company agrees to promptly provide Parent and their counsel in
writing with any comments the Company or its counse] may receive from time to time from the
SEC or its staff with respect to the Schedule 14D-9.

(¢) The Company shall promptly furnish Parent or Holding Sub with a list of the
record holders of Shares and their addresses, as well as mailing labels conraining the names and
addresses of the record holders of Shares and lists of securities positions of Shares held in stock
depositonies, each as of the most recent practicable date, and shail furnish Parent or Holding Sub
with such additional information, including updated lists of holders of Shares, mailing labels and
lists of securities positions, and other assistance as Parent, Holding Sub or their agents may
reasonably request for the purpose of disseminating the Offer Documents and communicating
with the record and beneficial holders of Shares with respect thereto.

Section 1.3 Directors Following the Offer. (a) Effective upon the payment by

Holding Sub for the Shares tendered pursuant to the Offer m accordance with the terms of this
Agreement, and subject to the provisions of the Interstate Commerce Act, as amended by the ICC
Termination Act (the “ICA'™), and the rules, regulations and practices of the STB, the Company
shall be required to use its reasonable best efforts as set forth in Section 1.3(c) to cause to be
appointed to the Board of Directors of the Company an individual designated by Parent, who
shall be identified as a suitable candidate by Parent prior to the consummation of the Offer and
who shall not be a director, officer or employee of Parent and shall be reasonably satisfactory 1o
the Board of Directors of the Company. The Company’s obligations to appoint such individual to
the Board of Directors of the Company shall be subject to the provisions of the ICA and the

rules, regulations and practices of the STB. ’

- (b) Promptly upon the later of (x) payment by Holding Sub for the Shares
tendered pursuant to the Offer in accordance with the terms of this Agreement and (y) the date on
which Parent is lawfully permitted to assume control over the. Company’s ¢ommon carmer motor -
coach subsidiaries pursuant to STB approval or exemption (the later of (x) and (y), the “Control
Date™), Parent shall be entitled to designate a number of directors on the Board of Directors of
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the Company (including any designated pursuant to Section 1.3(a)) equal to the product of the
total number of the directors on such Board (after giving effect to the directors elected pursuant
to this sentence) multiplied by the percentage that such number of Shares owned by Holding Sub
and its affiliates bears to the number of Shares outstanding, rounded to the nearest whole
number, but in no event less than a majority.

(c) At the rime specified in Section 1.3(a) or (b), as the case may be. the
Company shall, upon request of Parent, use its reasonabie best efforts promptly either 1o increase
the size of the Board of Directors of the Company or, at the Company’s election or at Parent’s
request, secure the resignations of such nurr' or of its incumbent directors as is necessary to
enable Parent's designees pursuant to Section 1.3(a) or (b}, as the case may be, to be so elected or
appointed to the Company's Board, and shall cause Parent’s designees to be so elected or
appointed. The Company will use its reasonable best efforts to cause directors designated by
Parent pursuant to Section 1.3(b) to constitute the same percentage as is on the board (but in any
event at least one Parent designee) (i) of each committee of the Board of Directors, (1) of each
board of directors of each subsidiary of the Company and (i) of each committee of each such
board, in each case only to the extent permitted by law and the rules of the New York Stock
Exchange (the "NYSE™) to the extent applicable. Notwithstanding the foregoing, until the
Effective Time (as defined in Section !.6 hereof), the Company and Parent shall use all
reasonable best efforts to retain as members of the Company's Board of Directors at least two
directors who are directors of the Company on the date hereof and who are not designated by
Parent or employees of the Company or its subsidiaries (the “Independent Directors™.

(d) The Company's obligations to appoint designees to the Board of Directors
pursuant to Section 1.3(b) shall be subject to. Section 14(f) of the Exchange Act and Rule 14f-1
promulgated thereunder. The Company shall promptly take all actions required pursuant to
Section 14(f) and Rule 14f-1 in order to fulfill its obligations under this Section 1.3 and shali
include in the Schedule 14D-9 or a separate Rule 14f-1 information statement mailed to
stockholders promptly after the commencement of the Offer such information with respect to the
Company and its officers and directors as is required under Section 14(f) and Rule 14f-1 to fulfill
its obligations under this Section [.3. Parent or Holding Sub will supply to the Company and be
solely responsible for any information with respect to itself and its nominees, officers, directors
and affiliates required by Section 14(f) and Rule 14f-1.

(e) Notwithstanding anything in this Agreement to the contrary, in the event that
Parent’s designees are appointed or elected pursuant to this Section 1.3, after the payment for the
Shares pursuant to the Offer and prior to the Effective Time, the affirmative vote of a majority of
the Independent Directors (who shall act as an independent committee of the Board of Directors
for this purpose) shall be required, and alone shall be sufficient, to take action by the Company to
(i) amend or terminate this Agreement, (ii) exercise or waive any of the Company’s rights or
remedies hereunder, (iil) extend the time for performance of Parent’s and Merger Sub’s
respective obligations hereunder, or (iv) approve any other action by the Company that could
adversely affect the interests of the stockholders of the Company (other than Parent, Holding Sub
and their affiliates) with respect to the transactions contemplated hereby.
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Section 1.4 Voting Trust. The parties agree that. (i) immediately upon the
purchase by Parent, Holding Sub or their affiliates of shares of the Company Common Stock
pursuant to the Offer or otherwise, such shares shall be deposited in one or more separate,
independent. irrevocable voting trusts {collectively, the “Voting Trust™) in accordance with the
terms and conditions of one or more voting trust agreements {collectively, the “Yoring Trust
Agreement ) substantially in the form attached hereto as Exhibit A and (ii) upon consummation
of the Merger, all outstanding shares of the Surviving Corporation shall be deposited in the
Voting Trust. Subject to applicable law and to the rules, regulations and pracrices of the STB.
the Voting Trust Agreement may be modified or amended at any time by Parent in its sole
discretion; provided that (i) prior to the Effective Time, t~> Voting Trust Agreement may not be
modified or amended without the prior written approval of the Company uniess such
modification or amendment is not inconsistent with this Agreement and is not adverse to the
Company or its stockholders and would not reasonably be expected to have an adverse effect on
receipt of a favorable informal advisory opinion from the STB and (it} the Voting Trust
Agreement may not be modified or amended without the prior written approval of the Company
if such modification or amendment would reasonably be expected to increase the liability
exposure of the Board of Directors of the Surviving Corporation under applicable law. No power
of Parent or Holding Sub provided for in the Voting Trust Agreement may be exercised in a
manner which violates this Agreement. Parent, in consuitation with the Company, shall use its
reasonable best efforts to take, or cause to be taken, all actions necessary, proper or advisable to
obtain a favorable informal advisory opinion from the STB staff to the effect that the Voting
Trust effectively insulates Parent from any violation of the ICA and STB rules or policies agaiast
unauthorized acquisition of control of regulated carriers. In furtherance and not in limitation of
the foregoing, Parent and the Company agree that: (i) Parent shall make any filings required by
the STB with respect to the Voting Trust and the Company shall make any filings reasonably
required by Parent with respect thereto; (ii) Parent shall consult with the Company in connection
with any discussions or proceedings initiated by Parent with the STB with respect to the Voting
Trust: provided that the Company shall not initiate any such discussions or proceedings without
Parent's prior written consent; and (iii) Parent, with the Company’s consent, shall change or
modify the terms of the Voting Trust Agreement to the extent required by the STB as a condition
to the issuance of such advisory opinion, so long as the required changes or modifications do not,
in the aggregate, matenially affect Parent’s rights thereunder. Any trustee of the Voting Trust
appointed by Parent and Holding Sub pursuant to the Voting Trust Agreement (a “Trustee™) shall
be reasonably satisfactory to the Board of Directors of the Company.

Section 1.5 The Merger. Upon the terms and subject to the conditions of this
Agreement, and in accordance with the DGCL, at the Effective Time, Merger Sub shall be
merged with and into the Company (the “Merger'™). As a result of the Merger, the separate
corporate existence of Merger Sub shall cease and the Company shall continue as the surviving

corporation of the Merger (the “Surviving Corporation”™).

Section 1.6 Effective Time. As soon as practicable after the satisfaction or
waiver of the conditions set forth in Article VI, the parties hereto shall cause the Merger 1o be
consummated by filing this Agreement or a certificate of merger (the “Centificate of Merger™)
with the Secretary of State of the State of Delaware, in such form as required by, and executed in
accordance with the relevant provisions of, the DGCL. The date and time of the filing of the
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Certificate of Merger with the Secretary of State of the State of Delaware (or such later time as
shall be agreed to in writing by the parties hereto and is specified in the Certificate of Merger)
will be the "Effective Time™. At or prior 1o the Effective Time, a closing shall be held at the
offices of Simpson Thacher & Bartlett. 425 Lexington Avenue, New York, New York 10017, or
such other place as the parties shall agree.

Section 1.7 Effects of the Merger. The Merger shall have the effects set forth in

the applicable provisions of the DGCL. Without limiting the generality of the foregoing, and
subject thereto. at the Effective Time all the properties, rights, privileges. immunities. powers
a .1 franchises of the Company and Merger Sub shall vest in the Sun~sing Corporation, and all
debts, liabilities and duties of the Company and Merger Sub shall become the debts, liabilities

and duties of the Surviving Corporation.

Section 1.8 Centificate of Incorporation; By-laws. (a) At the Effective Time, the

Centificate of Incorporation of the Surviving Corporation shall be amended to be identical to the
Certificate of Incorporation of Merger Sub as in effect immediately prior to the Effective Time:
provided thar (i) the name of the Surviving Corporation shall be the name of the Company; (ii)
the number of shares of authorized common stock shail be equal to the number of shares of
authorized Company Common Stock set forth in the Certificate of Incorporation of the Company
as in effect immediately prior to the Effective Time; and (iit) the Certificate of Incorporation of
the Surviving Corporation shall include the provisions of Articles Seven and Eight of the
Cernificate of Incorporation of the Company as in effect on the date hereof.

(b) At the Effective Time and without any further action on the part of the
Company or Merger Sub, the By-laws of Merger Sub shall be the By-laws of the Surviving
Corporation and thereafter may be amended or repealed in accordance with their terms or the
Certificate of Incorporation of the Surviving Corporation and as provided by law.

Section 1.9 Directors and Officers. The directors of Merger Sub (if the Effective
Time follows the Control Date) or the Company (if the Effective Time precedes the Control
Date), in either case immediately prior to the Effective Time, shail be the mitial directors of the
Surviving Corporation, each to hold office in accordance with the Certificate of Incorporation
and By-laws of the Surviving Corporation, and the officers of the Company immediately prior to
the Effective Time shall be the initial officers of the Surviving Corporation, in each case until
their resignation or removal or until their respective successors are duly elected or appointed (as

the case may be) and qualified.

Section 1.10 Subsequent Merger. Following the Effective Time, at Parent’s
election, the Surviving Corporation shall be merged with and into Holding Sub (the “Subsequent
Merger™). The Subsequent Merger shall be effected on the terms and have the effects as are set

forth on Annex II hereto.

Section 1.11 Right to Revise Structure of Merger. At Parent's election, the

Merger may alternatively be structured so that the Company is merged with and into Merger Sub,
Holding Sub or another direct or indirect wholly owned subsidiary of Parent, or another direct or
indirect wholly owned subsidiary of Parent is merged with and into the Company; provided.
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however, that no such change shall (i) alter or change the amount or kind of the consideration to
be issued to the Company s stockholders in the Merger as set forth in Article II hereof or the
treatment of the holders of the Company Stock Options (as hereinafter defined), (ii) materially
impede or delay consummation of the Merger, or (iii) release Parent from any of its obligations
hereunder: provided, however. that the Company shall be deemed not to have breached any of its
representations and warranties and covenants herein if and to the extent such breach would have
been attributable to such election. [n the event of such an election, the Company agrees 10
execute any appropriate documentation as may be reasonably requested by Parent to reflect such

election.

ARTICLE I1

CONVERSION OF SHARES; STOCKHOLDERS MEETING

Section 2.1 Conversion of Securities. At the Effective Time, by virtue of the
Merger and without any action on the part of Merger Sub, the Company or the holders of any of

the following securities:

(a) Each Share (other than any Shares to be canceled pursuant to Section 2.1(b)
and any Dissenting Shares (as defined in Section 2.3(a)) shall be canceled, extinguished
and converted automatically into the right to receive an amount per share in cash equal to
the Per Share Price (the “Merger Consideration”) payable to the holder thereof. without
interest, upon surrender of the certificate that prior to the Merger represented such Share
in the manner provided in Section 2.4, less any required withholding taxes.

(b) Each Share held in the treasury of the Company and each Share owned by
. Parent, Holding Sub or any other direct or indirect subsidiary of Parent or of the
Company (including the Shares held in the Voting Trust), in each case immediately prior
to the Effective Time, shall be canceled and retired without any conversion thereof and no

payment or distribution shall be made with respect thereto.

(c) (i) The shares of common stock of Merger Sub issued and outstanding
immediately prior to the Effective Time shall be converted into and become equal to a
number of identical validly issued, fully paid and nonassessable shares of common stock
of the Surviving Corporation as is equal to the number of Shares immediately prior to the
Effective Tinte, and (ii) each share of preferred or other capital stock of Merger Sub
issued and outstanding immediately prior to the Effective Time shall be converted i into
and become one validly issued, fully paid and nonassessable share of identical preferred
or other capital stock of the Surviving Corporation and, in the case of each of (i) and (n),
if the Effective Time precedes the Control Date, each such sha.re shall be deposited in the

Voting Trust.

(d) Each share of Series A Voting Preferred Stock, par value $.01 per share (the.
“Yoting Preferred Stock™), of the Company outstanding immediately prior to the
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Effective Timg shall be cancelled and retired without any conversion thereof and no
payment or distribution shall be made with respect thereto.

Section 2.2 Treatment of Company Stock Options. (a) Upon the consummation

of the Offer. except as otherwise agreed between the Company and any hoider of any Company
Stock Option. each then outstanding employee stock option and any other stock or stock-based
right and each then outstanding director stock option and any other stock or stock-based right
{each. a "Company Stock Option™), whether or not then vested or exercisable. shall be (or, if not
previously vested and exercisable, shall become), consistent with the plans and agreements
applicable to such Compa~7 Stock Options, vested and exercisable and such Company Stock
Options immediately thereafter shail be canceled by the Company, and each holder of a canceled
Company Stock Option with an exercise price that is less than the Per Share Price shall be
entitled to receive at the consummation of the Offer or as soon as practicable thereafter (or if the
grant of the Company Stock Option does not qualify as an exempt acquisition pursuant to Rule
16b-3 under the Exchange Act, the date six months and one day following the grant of such
Company Stock Option, if later) from the Company (and, if necessary, Parent shall provide funds
to the Company sufficient for such payments) in consideration for the cancellation of such
Company Stock Option an amount in cash equal to the product of (i) the number of shares of
Company Common Stock previously subject to such Company Stock Option and (ii) the excess,
if any, of the Per Share Price over the exercise price per share of Company Common Stock

previously subject to such Company Stock Option.

(b} The Company shall use its reasonable best efforts to take all such actions as
are reasonably necessary to provide that (i) no further 1ssuance, transfer or grant of any capital
stock of the Surviving Corporation or any interest in respect of any capital stock of the Surviving
Corporation shall be made on or after the consummation of the Offer under any Company Plan
and (ii) following the consummation of the Offer, no hoider of a Company Stock Option or any
participant in any Company Plan shall have the right thereunder to acquire any capital stock of
the Surviving Corporation.

Section 2.3 Dissenting Shares. (a) Notwithstanding anything in this Agreement
to the contrary, shares of Company Common Stock that are issued and outstanding immediately
prior 1o the Effective Time and which are held by stockholders who have not voted in favor of or
consented to the Merger and who shall bave delivered a written demand for appraisal of such
shares of Company Common Stock in the time and manner provided in Section 262 of the DGCL
and shall not have failed to perfect or shall not have effectively withdrawn or lost their nights to
appraisal and payment under the DGCL (the “Dissenting Shares™) shall not be converted into the
right to receive the Merger Consideration, but shall be entitled to recerve the consideration as
shall be determined pursuant to Section 262 of the DGCL,; provided, however, that if such holder
shall have failed to perfect or shail have effectively withdrawn or lost his, her or its nght to
appraisal and payment under the DGCL, such holder’s shares of Company Common Stock shall
thereupon be deemed to have been converted, at the Effective Time, into the right to receive the
Merger Consideration set forth in Section 2.1(a) of this Agreement, without any interest thereon,

less any required withholding taxes. .
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(b) The Company shall give Parent (i) prompt notice of any demands for
appraisal pursuant to Section 262 received by the Company, withdrawals of such demands. and
any other instruments served pursuant to the DGCL and received by the Company and (ii) the
opportunity to direct all negotiations and proceedings with respect to demands for appraisal
under the DGCL. The Company shall not, except with the prior written consent of Parent, make
any payment with respect to any such demands for appraisal or offer to settle or settle any such

demands.

Section 2.4 Swrrender of Shares; Stock Transfer Books. (a) Prior to the Effective

Time, Parent shall designate a bank or .. ust company (which shall be reasonably satisfactory to
the Company) to act as agent for the holders of Shares in connection with the Merger (the

“Paying Agent”) to receive and disburse the Merger Consideration to which holders of Shares
shall become entitled pursuant to Section 2.1(a). At or prior to the Effective Time, Parent or
Holding Sub will make available to the Paying Agent sufficient funds to make all payments
pursuant to Section 2.4(b). Such funds shall be invested by the Paying Agent as directed by
Parent, provided that such investments shall be in obligations of or guaranteed by the United
States of America, in commercial paper obligations rated A-1 or P-1 or better by Moody's
[nvestors Service, Inc. or Standard & Poor’'s Rating Services, respectively, or in deposit accounts,
certificates of deposit, bank repurchase or reverse repurchase agreements or banker's acceptances
of, or Eurodollar time deposits purchased from, commercial banks with capital exceeding $500
million. Any net profit resulting from, or interest or income produced by, such investments will
be payabie to the Surviving Corporation or Parent, as Parent directs.

(b) As soon as practicable after the Effective Time, the Surviving Corporation
shall cause to be mailed to each record holder as of the Effective Time of an outstanding
certificate or certificates which immediately prior to the Effective Time represented Shares (the
“Cenificates™), a form of letter of transmittal (which shall specify that delivery shall be effected.
and risk of loss and title to the Certificates shall pass, only upon proper delivery of the
Certificates to the Paying Agent) and mstructions for use in effecting the surrender of the
Certificates for payment of the Merger Consideration therefor. Upon surrender to the Payving
Agent of a Certificate, together with such letter of transmittal, duly completed and validly
executed in accordance with the instructions thereto, and such other documents as may be
required pursuant to such instructions, the holder of such Certificate shall be entitled to receive in
exchange therefor the Merger Consideration for each Share formerly represented by such
Certificate, and such Certificate shall then be canceled. No interest shall be paid or accrued for
the benefit of hoiders of the Cextificates on the Merger Consideration payable upon the surrender
of the Certificates. If payment of the Merger Consideration is to be made to a person other than
the person in whose name the surrendered Certificate is registered, it shall be a condition of
payment that the Certificate so surrendered shall be properly endorsed or shall be otherwise in
proper form for transfer and that the person requesting such payment shall have paid any transfer
and other taxes required by reason of the payment of the Merger Consideration to a person other
than the registered holder of the Certificate surrendered or shall have established to the
satisfaction of the Parent that such tax either has been paid or is not applicable.

(c) At any time following six months after the Effective Time, the Surviving
Corporation shall be entitled to require the Paying Agent to deliver to it any funds (including any
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interest and other income received with respect thereto) which had been made available to the
Paying Agent and which have not been disbursed to holders of Certificates, and thereafter such
holders shall be entitled to look to the Surviving Corporation (subject to abandoned property,
escheat or other similar laws) only as general creditors thereof with respect to the Merger
Consideration payable upon due surrender of their Certificates. If any Certificates shail not have
been surrendered immediately prior to the date on which any Merger Consideration in respect of
such certificate would escheat to or become the property of any Governmental Entity (as defined
below), any such Merger Consideration shall, to the extent permitted by applicable law. become
the property of the Surviving Corporation, free and clear of all claims or interest of any person
previously entitled thereto. Notwithstanding the fo-:going, none of the Surviving Corporation.
Parent or the Paying Agent shall be liable to any holder of a Certificate for Merger Consideration
delivered to a public official pursuant to any applicable abandoned property, escheat or similar

law.

(d) At the close of business on the day of the Effective Time. the stock transfer
books of the Company shall be closed and thereafter there shail be no further registration of
transfers of shares of Company Common Stock on the records of the Company. From and after
the Effective Time, the holders of Certificates evidencing ownership of Shares outstanding
immediately prior to the Effective Time shall cease to have any rights with respect to such Shares
except as otherwise provided for herein or by applicable law. All cash paid upon the surrender
for exchange of Certificates in accordance with the terms of this Article II shall be deemed to
uave been in full satisfaction of all rights pertaining to the shares of Company Common Stock
exchanged theretofore represented by such Certificates.

ARTICLE I
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company represents and warrants to Parent, Holding Sub and Merger Sub
that, except as set forth in the disclosure schedule (the “Disclosure Schedule™) delivered to
Parent by the Company at the time of execution of this Agreement, it being agreed that disclosure
of any item on the Disclosure Schedule shall be deemed to be disclosed with respect to the
Section of this Agreement to which such item is correspondingly numbered and all other
Sections of this Agreement to which the relevance of such item is reasonably apparent from the

face of the Disclosure Schedule:

Section 3.1 Organization, Standing and Corporate Power. (a) Each of the

Company and each of its Significant Subsidiaries (within the meaning of Rule 1-02 of Regulation
S-X of the SEC) is duly organized, validly existing and in good standing under the laws of the
jurisdiction in which it is incorporated and has the requisite corporate power and authority to
carry on its business as now being conducted. Each of the Company and each of its subsidiaries
is duly qualified or licensed to do business and is in good standing m each jurisdiction in which
the nature of its business or the ownership or leasing of its properties makes such qualification or
licensing necessary, other than in such jurisdictions where the failure to be so qualified or
licensed, individually or in the aggregate, could not reasonably be expected to have a Matenal
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Adverse Effect. For the purposes of this Agreement, a ! " or a "Materal
Adverse Change™ shail mean an effect or change that either individually or in the aggregate with
all other such effects or changes is or would be materially adverse to the business. assets,
operations. properties, financial condition or results of operations of the Company and its
subsidiaries taken as a whole, or would prevent, hinder or matenally delay the consummation of
the transactions contemplated by this Agreement: provided thar (i) any adverse effect or change
after the date hereof resulting from or relating.to general business or economic conditions shall
be disregarded, (it} any adverse effect or change after the date hereof resulting from or relating to
conditions generally affecting the industry in which the Company competes shall be disregarded,
(iii) any adverse effect or change resulting from or relating to th- announcement or pendency of
the Offer, the Merger or any other transaction contemplated by this Agreement (other than any
default of the Company under the Credit Agreement or any related agreement, the Senior
Subordinated Notes, or the terms of any other indebtedness of the Company or its subsidianes
resulting from such announcement or pendency or from the negotiation, execution or
announcement of this Agreement) shall be disregarded, and (iv) any adverse effect or change
resulting from compliance with any limitation on the Company's and its subsidiaries’ operations
imposed by this Agreement shall be disregarded.

(b) Prior to the date of this Agreement, the Company has delivered to Parent
complete and correct copies of the Company's Certificate of Incorporation and the By-laws and -
has made avatlable complete and correct copies of the certificates of incorporation and by-laws
{or other organizational documents) of each of its subsn:han&s in each case as i effect on the

date of this Agreement.

Secrion 3.2 Subsidiaries. .Section 3.2 of the Disclosure Schedule lists all direct or
wndirect subsidiaries of the Company. Except as set forth m Section 3.2 of the Disclosure
Schedule, all the outstanding shares of capital stock of each such subsidiary have been validly
issued and are fully paid and nonassessable and are owned (of record and beneficially) by the
Company and/or one or more of its wholly owned subsidiaries, free and clear of all pledges,
claims, liens, charges, encumbrances and security mterests of any kind or nature whatsoever
{collectively, “Liens™), other than Liens pursuant to the Credit Agreement and related documents.
Except as set forth in Section 3.2 of the Disclosure Schedule, the Company does not own,
directly or indirectly, any capital stock or other ownership interest in any corporation,
partnership, business association, joint venture or other entity.

. Section 3.3 Capital Structuxe. (a) The authorized capital stock of the Company
consists of (i) 100,000,000 shares of Company Common and (ii) 500,000 shares of preferred -

stock, par value $.01 per share (the “Preferred Stock™). As of the close of business on June 7,
1999 there were: (i) 25,367,387 shares of Company Common Stock issued and outstanding

(including no shares held in the treasury of the Company); (i) 4,087,755 shares of Company
Common Stock issuable upon exercise of outstanding Company Stock Options (with ap average
exercise price of $25.2533 for all such Company Stock Options), of which 4,012,755 shares are
issuable under Company Stock Options at an exercise price below the Merger Consideration (the
average exercise price for all such Company Stock Options being $24.8971), in all cases without’
taking into account Company Stock Options forfeited after March 30, 1999; (iit) 728,374 shares
of Company Common Stock reserved for issuance upon exercise of authorized but unissued
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Company Stock Options; (iv) 63,643 shares of Company Common Stock issuable upon
redemption by the holders of the 63,643 outstanding Dividend Access Shares, par value $.01 per
share (the - "), 0f 3376249 Canada Inc., a Canadian corporation (the

~Canadian Subsidiary™; (v) 1,737,845 shares of Company Common Stock issuable upon
conversion by the holders of the $76,692,809 in aggregate principal amount of outstanding
convertible subordinated notes of the Company (the “Convertible Subordinated Notes™) (with a
weighted average conversion price of 346.31 for all such Convertible Subordinated Notes), of
which $31,367,000 in aggregate principal amount have conversion prices less than the Merger
Consideration (the weighted average conversion price thereof being $35.395) and are convertible
into 887,714 shares of Company Commoan Stock; (vi) one share of Voting Preferred Stock issued
and outstanding with total voting power equal to the number of outstanding Dividend Access
Shares; and (vii) 40,000 shares of Company Common Stock issuable upon the exercise of
outstanding warrants with a per share exercise price of $26.00 and an expiration date of July 26,
1999 (the "Warrants™). No shares of Company Common Stock have been issued since June 7,
1999 except for any issued pursuant to the Company Stock Options described above. Except as
set forth above, no shares of capital stock or outstanding other equity securities of the Company
are issued, reserved for issuance or outstanding. All outstanding shares of capital stock of the
Company are duly authorized, validly issued, fully paid and nonassessable and were not issued in
violation of, and are not entitled to, preemptive rights. Except as set forth above, there are no
outstanding bonds, debentures, notes or other indebtedness or other securities of the Company
having the right to vote (or convertible into, or exchangeable for, securities having the right to
vote) on any matters on which stockholders of the Company may vote. Except as set forth above,
there are no outstanding securities, options, warrants, calls, rights, commitments, agreements,
arrangements or undertakings of any kind to which the Company or any of its subsidiaries is a
party or by which any of them is bound obligating the Company or any of its subsidiaries to
issue, deliver or sell, or cause to be issued, delivered or sold, additional shares of capital stock or
other equity or voting securities of the Company or of any of its subsidiaries or obligating the
Company or any of its subsidiaries to issue, grant, extend or enter into any such security, option,
warrant, call, right, commitment, agreement, arrangement or undertaking,

L)

(b) Other than as set forth above or in Section 3.3 of the Disclosure Schedule , (i)
there are no outstanding contractual obligations, commitments, understandings or arrangements
of the Company or any of its subsidiaries to repurchase, redeem or otherwise acquire or make any
payment in respect of any shares of capital stock of the Company or any of its subsidiaries and
(i) there are no voting trusts or other agreements or understandings to which the Company or any
of its subsidiaries is a party with respect to the voting of the capital stock of the Company or any

of its subsidianes.

(¢) The Company and the Company's Board of Directors have taken all actions
necessary and required under the terms of the Warrants to provide that, effective simultaneously
with the Effective Time, each Warrant will be exercisable solely for a sum in United States
Dollars equal to the Per Share Price, without any interest thereon, and will no longer entitle the
holder thereto to receive any capital stock of the Surviving Corporation. True and complete
copies of the documentation effecting the aforementioned actions have been provided to Parent

prior to the date hereof.
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(d) As of June 12, 1999, except as disclosed in the Company s proxy statement
relating to its 1999 Annual Meeting of Stockholders, to the knowledge of the Company: (i) no
person or group (within the meaning of Section 13(d)(3) of the Exchange Act) has beneficial
ownership (within the meaning of Rule 13d-3 under the Exchange Act) of more than 5% of the
outstanding Company Common Stock and (ii) no person has made any filing under the HSR Act
with respect to the Company or the Company Common Stock.

(e} AsofJune 7, 1999, the only outstanding indebtedness for borrowed money of
the Company and its subsidiaries was (i) $150,000.000 in aggregate principal amount of 9-3/8%
Senior £ ubordinated Notes Due 2007 (the “Sentor Sybordinated Notes™), (i1) the Conve=ible
Subordinated Notes, (iii) debt under the credit agreement dated as of August 14, 1998 among the
Company, NationsBank, N.A., as Agent and the financial institutions named therein (the “Credit
Agreement’) of $398,000,000, and (iv) other indebtedness not exceeding $100,000,000, the
sources of which, and amounts attributable to each such source, are set forth in Section 3.3(e) of
the Disclosure Schedule (the “QOther Indebtedness’™. True and complete copies of the Senior
Subordinated Notes, the Convertible Subordinated Notes, and the Credit Agreement (in each
case, together with any related agreements) have been made available to Parent prior to the date
hereof. Other than under the Credit Agreement and the Senior Subordinated Notes, oo
indebtedness for borrowed money of the Company or its subsidiaries is on terms which include
any restriction upon the incurrence of indebtedness for borrowed money by the Company or any
of its subsidiaries or restricts the ability of the Company or any of its subsidiaries to grant any

Liens on its properties or assets.

Section 3.4 Authority; Noncontravention. (a) The Company has the requisite

corporate and other power and authority to enter into this Agreement and, subject to obtaining the
Company Stockholder Approval (as defined n Section 3.4(c)) (if required under the DGCL), to
consummate the transactions contemplated hereby. The execution and delivery of this

Agreement by the Company and the consummation by the Company of the transactions
contemplated hereby have been duly authorized by all necessary corporate action on the part of
the Company, subject, in the case of the Merger, to the Company Stockholder Approval (if
required under the DGCL). This Agreement has been duly executed and delivered by the
Company and constitutes a valid and binding obligation of the Company, enforceable against the
Company in accordance with its terms.

(b) The Board of Directors of the Company, at a meeting duly called and held,
has by unanimous vote of the entire board (i) determined that this Agreement and the transactions
contemplated hereby, including the Offer and the Merger, are advisable and fair to and in the best
interests of the stockholders of the Company and has taken all actions necessary to render the
provisions of Section 203 of the DGCL inapplicable to this Agreement, the Offer, the Merger and
the Tender Agreements, and (ii) resolved to recommend that the stockholders of the Company

tender their Shares in the Offer and adopt this Agreement.

(c¢) The affirmative vote of a majority of the voting power of the outstanding
shares of the Company Common Stock and the Voting Preferred Stock, voting together as a

single class (the “Company Stockholder Approval™), is the only vote of the holders of any class

or series of the Company'’s or its subsidiaries’ securities necessary to approve this Agreement, the
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Merger and the other transactions contemplated hereby. Each of the directors of the Company
has committed to tender Shares owned by such director in the Offer and not to withdraw such
Shares (and the Company will furnish to Parent wrirten Tender Agreements from Mr. Frank
AtLee. William Lynch, Paul Verrochi and Barnett Rukin as promptly as practicable after the date
hereof and in any event no later than the date on which the Offer is commenced).

(d) Except as disclosed in Section 3.4 of the Disclosure Schedule. the execution
and delivery of this Agreement does not, and the consummation of the transactions contemplated
by this Agreement and compliance with the provisions hereof will not, conflict with. or result in
any breach or violat:on of, or default (with or without notice or lapse of time, or both) under, or
give rise to a right of termination, cancellation or acceleration of, “put” right with respect to or
other imposition of any obligation, or to loss of any benefit under (each, a “Yiolation™), or result
in the creation of any Lien upon any of the properties or assets of the Company or any of its
subsidiaries under, (i) the Certificate of Incorporation or By-laws of the Company or the
comparable organizational documents of any of its subsidiaries, (i) any loan or credit agreement,
note, note purchase agreement, bond, mortgage, indenture, lease or other contract, agreement,
instrument, permit, concession, franchise or license (any of the foregoing, a "Contract™)
applicable to the Company or any of its subsidianes or their respective properties or assets or (iii)
subject to the Filings and Approvals referred to in Section 3.4(e), any judgment, order, decree,
arbitration award, statute, law, ordinance, rule or regulation (“Laws™) applicable to the Company
or any of its subsidiaries or their respective properties or assets, other than, in the case of clauses
{ii) and (iii), any such Violations and Liens that could not, individually or in the aggregate,
reasonably be reasonably be expected to have a Material Adverse Effect.

(e) No consent, approval, order or authorization (“Approvals™) of or from, or
registration, declaration, filing or notice (“Filiags'") with or to, any Federal, national, state or
local government or any court, administrative agency or commission or other governmental
authority or agency, domestic or foreign (a “Governmental Entity’) or third party is required by,
of or with respect to the Company or any of its subsidiaries in connection with the execution and
delivery of this Agreement by the Company or the consummation by the Company of the
transactions contemplated hereby except for (i) filing of a premerger notification and report form
under the HSR Act, the filing of any applicable pre-merger notification under the Canada
Competition Act and obtaining a "no action” letter or similar approval (*“Competition Act
Approval™) and the filing of an application for review and an approval under the Investment
Canada Act (“Investment Canada Approval™), if applicable, and such Canadian federal,
provincial, territorial or municipal regulatory authorities as may be applicable, (ii) the filing with
the SEC of (x) the Schedule 14D-9, (y) if the Company Stockholder Approval is required under
the DGCL, a proxy or information statement relating thereto (such proxy or information
statement, as amended or supplemented from time to time, the “Proxy Statement™) and (z) a
Current Report on Form 8-K under the Exchange Act, as may be required in connection with this
Agreement and the transactions contemplated by this Agreement, (iii) the filing of the Certificate
of Merger with the Secretary of State of the State of Delaware and appropriate documents with
the relevant authorities of other states in which the Company is qualified to do businegs. (iv)_the
applicable requirements of the ICA and the rules and regulations of the STB; (v) required filings
with and notifications to the NYSE; (vi) the Approvals and Filings set forth in Section 3.4 of the
Disclosure Schedule, and (vii) such other Approvalis and Filings the failure of which to obtain or
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make could not, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect.

Section 3.5 . (a)
The Company has filed all required reports, schedules, forms, statements and other documents
with the SEC since May 4. 1996 (collectively, and in each case including ali exhibits and
schedules thereto and docurnents incorporated by reference therein, the "SEC Documents™). As
of their respective dates, the SEC Documents complied in all material respects with the
requirements of the Securities Act of 1933, as amended (the “Segunities Act™), or the Exchange
Act, as the case may be, and the .ules and regulations of the SEC promulgated thereunder
applicable to such SEC Documents, and none of the SEC Documents (including any and all
financial statements included therein) filed after January 1, 1998 (the “Recent SEC Documents™)
as of their respective dates contained any untrue statement of a material fact or omitted to state a
material fact required to be stated therein or necessary in order to make the statements therein, in
the light of the circumstances under which they were made, not misleading, except to the extent
revised or superseded by a subsequent filing with the SEC (a copy of which has been provided to
Parent prior to the date of this Agreement). None of the Company's subsidiaries has been
required to file any reports, schedules, forms, statements or other documents with the SEC.

(b) The consolidated financial statements of the Company included in the Recent .
SEC Documents (the “Financial Statements') complied as to form in all material respects with
applicable accounting requirements and the published rules and regulations of the SEC with
respect thereto, were prepared in accordance with generally accepted accounting principles
(except, in the case of unaudited consolidated guarterly statements, as permitted by Form 10-Q of
the SEC) applied on a consistent basis during the pertods involved (except as may be indicated in
the notes thereto) and fairly present, in all material respects, the consolidated financial position of
the Company and its subsidiaries as of the dates thereof and the consolidated results of their
operations and cash flows for the periods then ended (subject, in the case of unaudited quarterly -
statements, to normal year-end audit adjustments in amounts not material individually or in the

aggregate).

(c) Except as set forth in the Financial Statements and except as disclosed n
Section 3.5 of the Disclosure Schedule, at the date of the most recent audited financial statements
of the Company inciluded in the Recent SEC Documents, neither the Company nor any of its
subsidiaries had, and since such date neither the-Company nor any of such subsidiaries has
incurred, any liabilities or obligations of any nature (whether accrued, absolute, contingent or
otherwise) other than those which, individually or in the aggregate, could not reasonably be
expected to have a Material Adverse Effect.

Section 3.6 Offer Documents, Etc, Neither:

(i) the information supplied by the Company for inchusion or incorporation by
reference in the Offer Docwnents (including any corrected information supplied by the
Company), at the date filed with the SEC or distributed to the Company's stockholders,

or at the consummation of the Offer; nor
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(1) the Schedule 14D-9, at the date filed with the SEC or distributed to the
Company's stockholders, or at the consummation of the Offer

will contain any untrue statement of a material fact or omit to state any material fact required to
be stated therein or necessary in order to make the statements therein. in light of the
circumstances under which they are made. not misleading, provided. however, that no
representation is made by the Company with respect to statements made in the Schedule 14D-9
in conformity with written information supplied by Parent, Holding Sub or Merger Sub expressly
for inclusion therein. The Schedule 14D-9 and the Proxy Statement will comply in all material
respects with the provisions of the Exchange Act and the rules and regulations thereunder. The
information supplied by the Company (including any corrected information supplied by the
Company) for inclusion in the Parent Circular (as defined in Section 4.2(e)), or any amendment
thereof or supplement thereto, at the date filed with the LSE or distributed to Parent’s
shareholders or at the time of the Parent Shareholders Meeting, will be substantially in
accordance with the facts and will not omit anything material likely to affect the import of such

information.

Section 3.7 Absence of Certain Changes or Events. Except as disciosed on

Section 3.7 of the Disclosure Schedule, since January 1, 1999, the Company has conducted its
business only in the ordinary course consistent with past practice, and there is not and has not
been: (i) any Material Adverse Change; or (ii) any condition, event or occurrence which,
individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect.

Section 3.8 Litigation; Labor Matters: Compjiance with Laws. (a) Except as
disclosed in the Recent SEC Documents, there is no suit, action, proceeding or investigation
pending, or to the knowledge of the Company threatened, against or affecting the Company or
any of its subsidiaries and to the knowledge of the Company there is no basis for any such suit.
action, proceeding or investigation, nor is there any judgment, decree, injunction, rule or order of
any Governmental Entity or arbitrator outstanding against the Company or any of its subsidianes,
other than any of the foregoing that, individuaily or in the aggregate, could not reasonabiy be
expected to have a Material Adverse Effect.

(b) Except as disclosed in Section 3.8(b) of the Disclosure Schedule or as could
not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect:
(i) neither the Company nor any of its subsidiaries is, or within the past three years was. the
subject of any proceeding asserting that it or any subsidiary has committed an unfair labor
practice or seeking to compel it to bargain with any labor organization as to wages or conditions
of employment; (ii) there is no, and during the past three years has not been any, strike, work
stoppage or other labor dispute involving it or any of its subsidiaries pending or, to its
knowledge, threatened; (iii) no action, suit, complaint, charge, arbitration, inquiry, pro ceeding or
investigation by or before any court, governmental agency, administrative agency Or commission
brought by or on behalf of any employee, prospective employee, former employee, retiree. labor
organization or other representative of the Company’s employees is pending or, to the knowledge
of the Company, threatened against the Company or any of its subsidiaries; (iv) no grievance is
pending or, to the knowledge of the Company, threatened against the Company or any of its
subsidiaries; and (v) neither the Company nor any of its subsidiaries s a party to, or othervise
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bound by, any consent decree with, or citation by, any government agency relating to employees
or employment practices.

(c) The conduct of the business of each of the Company and each of its
subsidiaries complies, and during the past three years has complied, with all Laws applicable
thereto. except for violations or failures so to comply, if any, that. individually or in the
aggregate, could not reasonably be expected (o have a Material Adverse Effect.

(d) Except for any of the following as could not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effec-. (i) each of the Company and its
subsidiaries is in possession of all franchises, grants, authorizations, licenses, permits. easements,
variances, exemptions, consents, certificates, approvals and orders, including all motor carrier
operating authorities from Governmental Entities (collectively, the “Company Permits'), that are
necessary to own, lease and operate the properties of the Company and its subsidiaries and to
carry on their business as owned, leased, operated or carried on as of the date of this Agreement;
(i) the Company Permits are in full force and effect; and (iii) there is no action, proceeding or
investigation pending or, to the knowledge of the Company, threatened regarding suspension or
cancellation of any of the Company Permuts.

Section 3.9  Employee Benefit Plans.

(a) Except for Subsidiary Plans (as hereafter defined), Section 3.9 of the
Disclosure Schedule contains a true and complete list of each “‘emplovee benefit plan™ (within
the meaning of Section 3(3) of the Employee Retirement Income Security Act of 1974, as
amended ("ERISA™) (including, without lirnitation, multiemployer plans within the meaning of
ERISA Section 3(37}), stock purchase, stock option, severance, employment, change-in-control,
fringe benefit, collective bargaining, bonus, incentive, deferred compensation and all other
emplovee benefit plans, agreements, programs, policies or other arrangements relating 1o
employment, benefits or entitiements, whether or not subject to ERISA (including any funding
mechanism therefor now i effect or required in the future as a result of the transaction
contemplated by this Agreement or otherwise), whether formal or informal, oral or written,
legally binding or not under which any employee or former employee of the Company has any
present or future right to benefits or under which the Company has any present or future liability.
All such plans, agreements, programs, policies and arrangements shall be collectively referred to
as the "Company Plans”; proyvided, however, that any Company Plan sponsored or maintained by
any subsidiary of the Company which could not, individuaily or in the aggregate, reasonably be
expected to result n material liability to the Company shall be called a “Subsidiary Plan™.

(b) Except as set forth in Section 3.9 of the Disclosure Schedule, with respect
to each Company Plan other than a Subsidiary Plan, the Company has delivered to Parent prior to
the date hereof a current, accurate and complete copy (or, to the extent no such copy exists. an
accurate description) thereof and, to the extent applicable, (i) any related trust agreement. annuity
contract or other funding instrument; (ii) the most recent determination letter; (iif) any summary
plan description and other written communications (or a description of any oral communications)
by the Company to its employees concerning the extent of the benefits provided under a
Company Plan; and (iv) for the three most recent years (I) the Form 5500 and attached schedules;
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(II) audited financial statements; (III) actuarial valuation reports; and (IV) attorney's response to
an auditor’s request for information.

(c) Except as set forth in Section 3.9 of the Disclosure Schedule, (i) each
Company Plan has been established and administered in accordance with its terms. and in
compliance with the applicable provisions of ERISA, the Internal Revenue Code of 1986. as
amended (the "Code"™), and other applicable laws. rules and regulations (including the applicabie
laws, rules and regulations of any foreign jurisdiction), in each case, in all material respects: and
(i1) each Company Plan which is intended to be qualified within the meaning of Code Section
4u1{a) is so qualified and has received a favorable determination letter as to its qualification and
nothing has occurred, whether by action or failure to act, which would cause the loss of such
qualification; provided, however, with respect to any Subsidiary Plan, the foregoing
representations shall only be made to the best knowledge of the Company.

(d}  Except to the extent that each of the following, individually or in the
aggregate, could not reasonably be expected to have a Material Adverse Effect, or as disclosed in
the Recent SEC Reports filed prior to the date hereof, (i) no Company Plan has incurred any

“accumulated funding deficiency™ as such term is defined in ERISA Section 302 and Code

Section 412 (whether or not waived); (1) no event or condition exists which couid be deemed a
reportable event within the meaning of ERISA Section 4043 which could result in a liability to
the Company or any member of its Controlled Group and no condition exists which could subject
the Company or any member of its Controlled Group to a fine under ERISA Section 4971;

{1i1) with respect to any Company Plan, no actions, suits or claims (other than routine claims for
benefits in the ordinary course) are pending or, to the knowledge of the Company, threatened, no
facts or circumstances exist which could give rise to any such actions, suits or claims and the
Company will promptly notify Parent in writing of any pending claims or, to the knowledge of
the Company, any threatened claims arising between the date hereof and the Effective Time of
the Merger; (iv) neither the Company nor any other party has engaged in a prohibited transaction, '
as such term 1s defined under Code Section 4975 or ERISA Section 406, which would subject the
Company or Parent to any taxes, pepalties or other liabilities under the Code or ERISA; (v} no
event has occurred and no condition exists that would subject the Company, either directly or by
reason of its affiliation with any member of its Controlled Group (defined as any organization
which is a member of a controlled group of organizations within the meaning of Code Sections
414(b}, (¢), (m) or (0)), to any tax, fine or penaity imposed by ERISA, the Code or other
applicable laws, rules and regulations (including the applicable laws, rules and regulations of any
foreign jurisdiction); (vi) all insurance premiums required to be paid and all contributions
required to be made under the terms of any Company Plan, the Code, ERISA or other applicable
laws, rules and regulations (including the applicable laws, rules and regulations of any foreign
jurisdiction) as of the Effective Time of the Merger have been or will be timely paid or made
prior thereto and adequate reserves have been provided for on the Company’s balance sheet for
any premjums (or portions thereof) and for all benefits attributable to service on or prior to the
Effective Time of the Merger; (vii) for each Company Plan with respect to which a Form 5500
has been filed, no change has occurred with respect to the matters covered by the most recent
Form since the date thereof: (viii) no Company Plan provides for an increase in benefits on or
after the Effective Time of the Merger; (ix) as of the Effective Time of the Merger, the Company
and each member of its Controlled Group have made all required premium payments when due
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to the PBGC; (x) neither the Company nor any member of its Controlled Group is subject to any
liability to the PBGC for any plan termination occurring on or prior to the Effective Time of the
Merger; (xi) no amendment has occurred which has required or could require the Company or
any member of 1ts Controlled Group to provide security pursuant to Code Section 401(a}(29);
and (xii} neither the Company nor any member of its Controlled Group has engaged in a
transaction which could subject it to liability under ERISA Section 4069.

(e) With respect to each of the Company Plans which is not a multiempioyer
plan within the meaning of Section 4001(a)(3) of ERISA but is subject to Title [V of ERISA (or a
substantially s_ailar provision of a foreign jurisdiction), as of the Effective Time ¢. the Merger,
except as disclosed in Section 3.9 of the Disclosure Schedule, the assets of each such Company
Plan are at least equal in value to the present value of the accrued benefits (vested and unvested)
of the participants in such Company Plan on a termination and projected basis, based on the
actuarial methods and assumptions indicated in the most recent actuarial valuation reports.

(H With respect to any multiemployer plan (within the meaning of Section
4001(a)(3) of ERISA) to which the Company or any member of its Controlled Group has any
.liability or contributes (or has at any time contributed or had an obligation to contribute): (i) the
Company and each member of its Controlled Group has or will have, as of the Effective Time of
the Merger, made all contributions to each such multiemployer plan required by the terms of such.
multiemployer plan or any collective bargaining agreement; (ii) neither the Company nor any
member of its Controlled Group has incurred any withdrawal liability under Title [V of ERISA
or, to the Company’s knowledge, would be subject to such liability if, as of the Effective Time of
the Merger. the Company or any member of its Controlled Group were to engage in a complete
withdrawal {(as defined in ERISA Section 4203) or partial withdrawal (as defined in ERISA
Section 4205) from any such multiemployer plan; (iii} no such multiemployer plan is in
reorganization or insolvent (as those terms are defined in ERISA Sections 4241 and 4245,
respectively); and (iv) neither the Company nor any member of its Controlled Group has engaged
in a transaction which could subject it to liability under ERISA Section 4212(c).

(g2)  Except as set forth in Section 3.9(g) of the Disclosure Schedule or as it
relates to a Subsidiary Plan where the liability, individually.or in the aggregate, could not
reasonably be expected to result in material liability to the Company, no Company Plan exists
which could resuit in the payment to any Company employee of any money or other property or
accelerate or provide any other rights or benefits to any Company employee as a result of the
transaction contemplated by this Agreement, whether or not such payment would constitute a
parachute payment within the meaning of Code Section 280G. )

Section 3.10 Taxes. Except as disclosed in Section 3.10 of the Disclosure
Schedule: (i) the Company and each of its subsidiaries have prepared in good faith and duly and
timely filed (taking into account any extension of time within which to file) all material Tax
Réturns required to be filed by any of them and all such filed Tax Returns are complete and
accurate in all material respects; (i) the Company and each of its subsidiaries have paid all Taxes
whether or not shown as due on such filed Tax Returns, (iii) the Company and each of its
subsidiaries has withheld and paid ail material taxes required to be withheld from amounts owing
to any employee, creditor or third party; (iv) there are no pending or threatened in writing
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matertal audits, examinations, investigations or other proceedings in respect of Taxes or Tax
matters relating to the Company or any of its subsidiaries; (v) there are no material unresotved
questions or claims concerning the Company's or any of its subsidiaries’ Tax liability and there
are no material deficiencies or claims for any Taxes that have been proposed, asserted or assessed
against the Company or any of its subsidiaries; (vi) neither the Company nor any of its
subsidiaries has any liability with respect to Taxes which exceeds by any material amount the
amounts accrued in respect thereof that are reflected in the Financial Statements (as defined
below); (vi) there are no matenal Liens for Taxes upon the assets of the Company or any of its
subsidiaries, other than Liens for current Taxes not yet due and payable and Liens for Taxes that
are being contested in goo ' faith by appropriate proceedings; (viii) neither the Company nor .y
of its subsidiaries has agreed to or is required to make any adjustment under Section 481(a) of the
Code (or any predecessor provision) or pursuant to any similar provision of foreign, state or local
law and no amounts that are economically artributable to Taxable periods ending on or prior to
the Closing Date will be required, for U.S. federal income tax purposes, to be taken into account
in Taxable periods beginning after the Closing Date which, in each case, could materiaily
increase Taxabie income or reduce Taxable loss of the Company or any subsidiary in any

Taxable period ending after the Closing Date. For purposes hereof, (i) “Tax" (including, with
correlative meaning, the terms “"Taxes™ and “Taxable™) means all federal, state, local and foreign
income, profits, franchise, gross receipts, environmental, customs duty, capital stock, severance,
stamp, payroll, sales, employment, unemployment disabtlity, use, property, withholding, excise,
production, value added, occupancy and other taxes, duties or assessments of any nature
whatsoever, together with all interest, penalties, fines and additions to tax imposed with respect
to such amounts and (ii) “Tax Return™ means all returns and reports (including elections. claims,
declarations, disclosures, schedules, estimates, computations and information returns) required to

be supplied to a Tax authority in any jurisdiction relating to Taxes.

Section 3.11 Environmental Matters. (a) Other than exceptions to any of the
following that could not, individually or m any aggregation, reasonably be expected to have a
Material Adverse Effect: (i) the Company and each of its subsidiaries complies and has
complied with all applicable Environmental Laws, and possesses and complies with and has
possessed and complied with all Environmental Permits required under such laws; (ii) to the
knowledge of the Company, there are no past, present, or anticipated future events, conditions,
circumstances, practices, plans, or legal requirements that could be expected to prevent the
Company or any of its subsidiaries from (or increase the burden on the Company or any of its
subsidiaries of) complying with applicabie Environmental Laws or obtaining, renewing, or
complying with all Environmental Permits required under such laws; (iii) no modification,
revocation, Teissuance, aiteration, transfer, or amendment of any Environmental Permits heid by
the Company or any of its subsidiaries, and no review by, or approval of, any third party of such
Environmental Permits, is required in connection with the execution or delivery of this
Agreement or the consummation of the transactions contemplated hereby or the continuation of
the business of the Company or any of its subsidiaries following such consummation; (iv) there
are and have been no Materials of Environmental Concern, or other condttions, at any property
owned, operated, or otherwise used by the Company or any of its subsidiaries now or, to the
knowledge of the Company, in the past (including, without limitation, with respect to assets or
businesses formerly owned, leased or operated by the Company or any of its subsidiaries). or at
any other location, that could give rise to any liability of the Company or any of its subsidiaries
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under any Environmentai Law or result in costs to the Company or any of its subsidiaries arising
out of any Environmental Law; (v) no judicial, administrative, or arbitral proceeding (including
any notice of violation or alleged violation) under any Environmental Law to which the Company
or any of its subsidiaries is, or to the knowledge of the Company will be, named as a party is
pending or. to the knowledge of the Company, threatened. nor is the Company the subject of any
investigation or the recipient of any request for information in connection with any such
proceeding or potential proceeding; (vi) none of the Company or any of its subsidiaries has
entered into or agreed to any consent decree, order or agreement under any Environmental Law,
and none of the Company or any of its subsidiaries is subject to any matenal judgment. decree,
order or other material requirement rel~*ing to compliance with any Environmental Law or to
Materials of Environmental Concern; and (vii) none of the Company or any of its subsidiaries

has assumed or retained, by contract or by operation of law, any liabilities or obligations under
any Environmental Laws or with respect to any Materials of Environmental Concern.

(b) The Company has provided to Parent prior to the date hereof true and
complete copies of all material Environmental Reports.

(¢) For purposes of this Agreement, the terms below are defined as follows:

“Environmental Laws"™ means any and all laws, rules, orders, regulations, statutes,
ordinances, guidelines, codes, decrees, or other legally enforceable requirement
(including, without limitation, common law) of any foreign government, the United
States, or any state, local, municipal or other governmental authority, regulating, relating
to or imposing liability or standards of conduct concerning protection of the environment
or of human heaith, or employee heaith and safety.

~Environmental Permits™ means any and all permits, licenses, registrations,
approvals, notifications, exemptions and any other authorization required under any
Environmental Law in order to continue the business and operations of the Company and
each of its subsidiaries and maintain the possession of each of their assets, as they are and

have been operated or possessed, as the case may be.

“Environmental Report” means any report, study, assessment, audit, or other
similar document in the possession or control of the Company or any of its subsidiaries

that addresses any issue of actual or potential noncompliance with, actual or potential
liability under or cost arising out of, or actual or potential impact on business in
connection with, any Environmental Law or any proposed or anticipated change in or
addition to Environmental Law, that may in any way affect the Company or any of its
subsidiaries.

“Materials of Environmental Concern” means any gasoline or petroleum
(including crude oil or any fraction thereof) or petroleum products, polychlornated
biphenyls, urea-formaidehyde insulation, asbestos, pollutants, contaminants, radioactivity,
and any other substances of any kind, whether or not any such substance is defined as
hazardous or toxic under any Environmental Law, that is regulated pursuant to or could

give rise to liability under any Environmental Law.
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Section 3.12 Comtracts. Neither the Company nor any of its subsidiaries is, or has
received any notice or has any knowledge that any other party is, or would with the passage of
time or the giving of notice or both be, in default in any respect under any Contract to which it or
any of its subsidiaries s a party or by which it or any such subsidiary is bound. except for those
defauits which could not. individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect. Except as set forth in Section 3.12 of the Disclosure Schedule. neither
the Company nor any of its subsidiaries is subject to or bound by any exclusive dealing
arrangement or other Contract containing covenants which limit the ability of the Company or
any subsidiary to compete in any line of business or with any person or which involve any
restriction of geographical area in which, or metho¢ Yy which, the Company or any subsidiary

may carry on its business.

Section 3.13 No Rights Plan. Neither the Company nor any of its subsidiaries has
any stockholder rights plan, preferred stock purchase plan or similar arrangement.

Section 3.14 [ntellectual Property. Section 3.14 of the Disclosure Schedule sets
forth all matenal patents, copyrights and trademarks owned or used by the Company and its
subsidiaries and all other Intellectual Property which is registered or filed with, or has been
submitted 1o, any Governmental Entity, and the nature of the Company’s or such subsidiary’
rights therein and thereto, The Company and its subsidiaries own and possess all Intellectual
Property rights necessary for them to conduct their business as it is currently conducted and
consistent with past practice, other than any failures thereof which could not, individually or in
the aggregate, reasonably be expected to have a Matenal Adverse Effect.

For purposes of this Agreement “Intellectual Property” shall mean all rights.
privileges and priorities provided under U.S., state and foreign law relating to intellectual

property, including without limitation all:

(i) (A) inventions, discoveries, processes, formulae, designs, methods,
techniques, procedures, machines, manufactures, concepts, developments, technology,
new and useful improvements thereof and know-how relating thereto, whether or not
patented or eligible for patent protection; (B) copyrights and copyrightable works,
including computer applications, programs, software, databases and related items; (C)
trademarks, service marks, trade names, and trade dress, the goodwill of any business
symbolized thereby, and all common-law rights relating thereto; and (D) trade secrets and
other confidential information; and

(i) all registrations, applications, recordings, and licenses or other similar
agreements related to the foregoing.

Section 3.15 Year 2000. The Company and its subsidiaries have adopted a plan
of testing and replacement (the “Y2K Plan™) for the purpose of assuring that ail computer
hardware, software, databases, automated systems and other computer and telecommunications
equipment owned or licensed by the Company ‘and its subsidiaries (“Systers') can be used prior
to, during and after the calendar year 2000 A D., and will operate during each such time period,
either on a stand-alone basis or by interacting or interoperating with third-party sofrware
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(provided that such third-party software is Y2K Compliant), without material error relating to the
processing, calculating, corparing, sequencing or other use of date-related data (the foregoing
ability, “"Y2K Compliant™). The Y2K Plan has been made available to Parent, and the C ompany
and its subsidiaries are in the process of effecting the Y2K Plan. All such Systems will be
reprogrammed or replaced and tested and will be Y2K Compliant before any failure to be so
compliant could, individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect, and the costs of unplementing the Y2K Plan and making such Systems Y2K
Compliant could not reasonably be expected to have a Material Adverse E ffect.

Section 3.16 Ownership of Assets, Each of the Company and its subsidiaries has
good and valid title to its properties and assets, and valid and subsisting leasehold interests in all

properties or assets of which it is lessee or licensee, including all motorcoaches and other
vehicles owned or operated by it, in each case free and clear of any Liens, except for Liens
pursuant to the Credit Agreement, purchase money security interests under the Other
Indebredness and related documents and such defects and Liens which, individually or in the
aggregate, could not reasonably be expected to have a Material Adverse Effect.

) Section 3.17 Insurance, The Company and its subsidiaries are insured with
reputable insurers against such risks and in such amounts as the management of the Company
reasonably has determined to be prudent in accordance with industry practices or is required by
law. All of the insurance policies, binders, or bonds maintained by the Company or its
subsidiaries are in full force and effect; the Company and its subsidiaries are not in default
thereunder; and all claims thereunder have been filed in due and timely fashion, in each instance
except for cases which could not, individually or in the aggregate, reasonably be expected to have

a Material Adverse Effect.

Section 3.18 Brokers. No broker, investment banker, financial advisor or other
person. other than the Company Financial Advisor, the fees and expenses of which will be paid
by the Company (pursuant to a fee agreement, a copy of which has been provided to Parent). is
entitled to any broker's, finder’s, financial advisor’s or other similar fee or commission in
connection with the transactions contemplated by this Agreement based upon arrangements made
by or on behalf of the Company.

Section 3.19 QOpinion of Company Financial Advisor. The Company has
received the written opinion of the Company Financial Advisor dated the date of this Agreement,
to the effect that the Per Share Price and the Merger Consideration are fair to the holders of the
Company Common Stock from a financial point of view, a signed copy of which opinion has
been delivered to Parent. '
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ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF PARENT AND SUB

Parent. Holding Sub and Merger Sub represent and warrant to the Company as
follows:

Section 4.1 Qrganization and Standing. Each of Parent, Holding Sub and

Merger Sub is duly organized, validly existing and, in the case of Holding Sub and Merger Sub.
in good standing under the laws of the jurisdiction in which it is incorporate-.

Section 4.2 Authorty; Noncontravention. (a) Each of Parent, Holding Sub and

Merger Sub has the requisite corporate and other power and authority to enter into this
Agreement and, subject to the Parent Sharehoider Approval (as defined in Section 4.2(¢)) to
consummate the transactions contemplated hereby. The execution and delivery of this
Agreement by Parent, Holding Sub and Merger Sub and the consummation by Parent, Holding
Sub and Merger Sub of the transactions contemplated hereby have been duly authorized by all
necessary corporate action on the part of Parent, Holding Sub and Merger Sub, subject, in the
case of the consummation of the Offer and the Merger, to the Parent Shareholder Approval. This
Agreement has been duly executed and delivered by Parent, Holding Sub and Merger Sub and
constitutes a valid and binding obligation of each of Parent, Holding Sub and Merger Sub,
enforceable against each of Parent, Holding Sub and Merger Sub in accordance with its terms.

{b) The Board of Directors of Parent, at a meeting duly called and held, has (i)
determined that this Agreement and the transactions contemplated hereby, including the Offer
and the Merger, are in the best interests of the Parent and its shareholders, (ii) resolved to
recommend that the sharehoiders of Parent approve such transactions in accordance with the
requirements of the LSE and (iii) appointed a committee to authorize and dispatch a circular,
including a notice of extraordinary general meeting, to Parent’s shareholders.

(c) The affirmative vote of ordinary shareholders of Parent by way of ordinary
resolution (the “Parent Shareholder Approval™) is the only vote of the holders of any class or
series of the Parent’s or its subsidiaries’ securities necessary to approve this Agreement, the
Offer, the Merger and the other transactions contemplated hereby.

(d) The execution and delivery of this Agreement does not, and the
¢onsummation of the transactions contemplated by this Agreement and compliance with the
provisions hereof will not result in any Violation under, or resuit in the creation of any Lien upon
any of the properties or assets of Parent or any of its subsidiaries under, (i) the Memorandum and
Articles of Association of Parent or the comparable organizational documents of any of its
subsidiaries, (i) any Contract applicable to Parent or any of its subsidiaries or their respective
properties or assets or (iii) subject to the Filings and Approvals referred to in Section 4.2(e). any
Law applicable to Parent or any of its subsidiaries or their respective properties or assets. other
than, in the case of clauses (ii) and (iii), any such Violations and Liens that individually or in the
aggregate could not reasonably be expected to prevent, hinder or materially delay the ability of
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Parent, Holding Sub or Merger Sub to consummate the transactions contemplated by this
Agreement.

(e) No Approval of or from or Filing with or to any Governmental Entity or third
party is required by, of or with respect to Parent or any of its subsidiaries in connection with the
execution and delivery of this Agreement by Parent. Holding Sub and Merger Sub or the
consummation by Parent, Holding Sub and Merger Sub of the transactions contemplared hereby,
except for (i) the filing of a premerger notification and report form under the HSR Act. the
Competition Act Approval, the Investment Canada Approval, if applicable, and such Canadian
federal, provincial, territorial or municipal transportation regulatory authorities as may be
applicable; (1) the filing of the Schedule 14D-1, a Statement of Beneficial Ownership on
Schedule 13D, if required, and any requirements amendments thereto with the SEC; (iii) the
filing of the Certificate of Merger with the Secretary of State of the State of Delaware and
appropriate documents with the relevant authorities of other states in which the Company is
qualified to do business; (iv) the applicable requirements of the ICA and the rules and regularions
of the STB; (v) required filings with and notifications to the LSE, including a circular to be sent
to Parent’s shareholders in connection with the Parent Shareholders Meeting (the Parent
Circular™), containing {1} a notice convening the Parent Shareholders Meeting, (2) such
information as may be required by the listing rules of the LSE, (3) such other information (if any)
as may be required by the LSE and (4) such other information as Parent and the Company shall
agree to inciude therein; and (vi) such other Approvals and Filings the failure of which to obtain
or make could not, individually or in the aggregate, reasonably be expected to prevent, hinder or
materially delay the ability of Parent, Holding Sub or Merger Sub to consummate the transactions

contemplated by this Agreement.

Section 4.3 Offer Documents, Proxy Statement, Etc, Neither:

(1) the Offer Documents, at the date filed with the SEC or distributed to the
Company’s stockholders, or at the consummation of the Offer; nor

(i) the information supplied by Parent for inclusion in the Schedule 14D-9

(including any corrected information supplied by Parent), at the date filed with the SEC
or distributed to the Company’s stockholders, or at the consummation of the Offer

will contain any untrue statement of a material fact or omit to state any material fact required to
be stated therein or necessary in order to make the statements theremn, in light of the
circumstances under which they are made, not misleading, provided, however, that no
representation is made by Parent with respect to statements made in the Offer Documents in
conformity with written information supplied by the Company expressly for inclusion or
incorporation by reference in the Offer Documents. The Schedule 14D-1 and the Offer
Documents will comply in all material respects with the provisions of the Exchange Act and the

rules and regulations thereunder.

Section 4.4 Financing. Either Parent or Holding Sub has, or will have prior to the
consummation of the Offer, sufficient funds available to satisfy the obligation to pay for the
Shares accepted for payment in the Offer. Either Parent or Merger Sub has, or will have prior to
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the Effective Time, sufficient funds available to satisfy the obligation to pay the Merger
Consideration in the Merger.

Section 4.5 Brokers. No broker, investment banker, financial advisor or other
person. other than J.P. Morgan & Co. Incorporated and Noble Grossart Limited. the fees and
expenses of which will be paid by Parent. is entitled to any broker's. finder's. financial advisor's
or other similar fee or commission in connection with the transactions contemplated by this
Agreement baséd upon arrangements made by or on behalf of the Parent.

ARTICLE V

COVENANTS

Section 5.1 Interim Operations of the Company. The Company covenants and

agrees that. except (i) as expressly provided in this Agreement, (ii) with the prior written consent
of Parent or (iii) as set forth on Section 5.1 of the Disclosure Schedule, after the date hereof and
prior to the Control Date, the business of the Company and its subsidiaries shall be conducted
only in the ordinary course of business consistent with past practice and each of the Company
and its subsidiaries shail use all reasonable efforts to preserve its business organization intact and
preserve and maintain its rights and franchises and its relationships with its customers, suppliers,
employees, indepeudent contractors, creditors, business partners and others with whom it deals;
the Company, in conducting its business and operations, shall have due regard for the interests of
the holders of the Trust Certificates (as defined in the Voting Trust Agreement) as investors in
the Company; and neither the Company nor any of its subsidiaries shall:

(a) (1) arend its certificate of incorporation or by-laws or similar organizational
documents; (ii) declare, set aside or pay any dividend or other distribution payable in
cash, stock or property with respect to any of its capital stock other than dividends or
distributions by the Company's wholly owned subsidiaries; (i) split, combine or
reclassify any of its capital stock; or (iii) issue, sell, transfer, pledge, dispose of or
encumber, or redeem, purchase or otherwise acquire directly or mdirectly, any shares of,
or securities convertible mto or exchangeable or redeemable for, or options, warrants,
calls, commitments or rights of any kind to acquire, any shares of captal stock of any
class of, or any other ownership or equity interest (including, without limitation, any
phantom interest or stock appreciation rights) in, the Company or its subsidiaries other
than pursuant to exercises of Company Stock Options, conversions of the Convertible
Subordinated Notes, redemptions of Dividend Access Shares and exercises of Warrants,

in each case to the extent disclosed pursuant to Section 3.3;

(b) transfer, lease, license, sell, mortgage, pledge, dispose of, or create or suffer to
exist any Lien on any assets that are material to the Company and its subsidiaries, taken

as a whole, other than Liens pursuant to the Credit Agreement, purchase money security
interests under the Other Indebtedness and related documents and other than sales of

assets in the ordinary course of business consistent with past practice;
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{c) a_cquire (by merger, consolidation, acquisition of stock or assets or otherwise)
any corporation, partnership or other business organization or division thereof, or any
substantial portion of any assets thereof, other than acquisitions for total value not in
excess of 350 million in the aggregate;

(d) (1) grant any increase in the compensation payable or 10 become payabie by the
Company or any of its subsidiaries to any empiloyee other than increases in the ordinary
course of business consistent as to timing and amount with past practice: (i} except to the
extent currently required under applicable law or the terms of the applicable agreement or
arrangement, adopt any .ew, or amend or otherwise increase, or accelerate the payment or
vesting of the amounts payable or to become payable under any existing, bonus, incentive
compensation, deferred compensation, severance, profit sharing, stock option, stock
purchase, insurance, pension, retirement or other employee benefit plan agreement or
arrapgement; (iii) enter into any, or amend any existing, employment, consulting or
severance agreement with, or grant any severance or termunation pay to, any officer,
director or employee of the Company or any of its subsidiaries, other than pursuant to
existing plans or agreements copies of which have been made availabie to Parent prior to
the date hereof: (iv) except with respect to the Company’s foreign operations, as required
by law or existing arrangements, make any additional contributions to any grantor trust
created by the Company to provide funding for non-tax-quahfied employee benefits or
compensation; or (v) provide any severance program to any subsidiary which does not
have a severance program as of the date of this Agreement;

(€) enter into or materially modify any collective bargaining agreement, including
any successor collective bargaming agreement; .

(f} enter into, modify or terminate any material Contract except in the ordinary
- course of business copsistent with past practice;

(g) permit any material insurance policy naming it as a beneficiary or a loss
payable payee to be canceled or terminated, except in the ordinary course of business

consistent with past practice;

(b) (i) incur or assume any debt except for borrowings under existing credit
facilities, debt incurred in connection with permitted acquisitions in an aggregate
outstanding amount not to exceed $65 million at any one time (including no more than
$15 million ini assumed debt) and additionai borrowings in an aggregate outstanding
amount not to exceed $20 million at any time (any newly mcurred debt to be on terms no
less favorable to the Company and its subsidiaries in any material respect than the
existing credit facilities); (i) assume, guarantee, endorse, enter into any “keep well” or
other similar agreement, or otherwise become hable or responsible (whether directly.
contingently or otherwise) for the obligations or financial condition of any person other
than the Company or its wholly owned subsidiaries, except in the ordinary course of
business consistent with past practice and where the amount involved, individually or m -
the aggregate, is not material; (iii) make any loans, advances or capital coatributions t0.
or investments in, any other person (other than to wholly owned subsidiaries of the
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Company or customary loans or advances to employees in accordance with past practice);
or (iv) make any capital expenditure in excess of $1 million with respect to any individual
or series of related capital expenditures or $15 million in the aggregate for all capital
expenditures;

(1) change any of its material accounting principles, except as required by
generally accepted accounting principles:

(j) adopt a plan of complete or partial liquidation, dissolution, merger,
consolidation, restructuring, recapital..ation or other material reorganization of the
Company or any of its subsidianies or any agreement (other than a confidentiality
agreement pursuant to Section 5.5) relating to an Acquisition Proposal (as defined in

Section 5.5);

(k) engage in any transaction with, or enter into any agreement, arrangement, or
understanding with, directly or indirectly, any of the Company's affiliates, other than the
Company or its wholly owned subsidiaries. inciuding, without limitation, any
transaciions, agreements, arrangements or understandings with any affiliate or other
Person covered under Item 404 of Regulation S-K under the Securities Act that would be

required to be disclosed under such Item 404;
(I) make any material Tax election,

(m) (1) pay, discharge or satisfy any claim liability or obligation (including
contingent claims, liabilities and obligations), other than in the ordmary course of
business consistent with past practice; or (ii) settle or compromise any litigation (whether
or not commenced prior to the date of this Agreement) other than settlements or
compromuses of litigation not relating to the transactions contemplated hereby and which -
could not reasonably be expected to prejudice matenally the Company or its subsidiaries
in any other pending or future litigation, where the amount paid (after giving effect to
insurance proceeds actually recerved) in settlement or compromise does not exceed $1
million, provided that the aggregate amount paid in connection with the settlement or
compromise of all such litigation matters shail not exceed $5 muilion,;

(n) take any action which would make any of the Company’s representations and
warranties herein untrue or incorrect in a manner that would, or any other action that
would, result in any of the conditions set forth in Annex I not being satisfied; or

(o) enter into an agreement, contract, commitment or arrangement to do any of
the foregoing, or authorize, recommend, propose or announce an mtention to do, or to
agree to do, any of the foregoing.

SectioL 5.2 Access to [oformation. The Company shail (and shall cause each of
its subsidiaries to) afford to the officers, employees, accountants, counsel, financmng sources and

other representatives of Parent, reasonable access, during normal business hours, during the
period prior to the Effective Time, to all of its and its subsidiaries’ personnel, properties, books,
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contracts, commitments and records (including any Tax Returns or other Tax related information
pertamning to the Company and its subsidiartes) and. during such period, the Company shall (and
shall cause each of its subsidiaries to) furnish promptly to Parent (i) 2 copy of each report.
schedule. registration statement and other document filed or received by it during such period
pursuant to the requirements of the federal securities laws ot which is otherwise material to the
Company and its subsidiaries and (i) all other information concerning its business, properties
and personnel as Parent may reasonably request (including any Tax Returns or other Tax related
information pertaining to the Company and its subsidianes). Parent will hold any such infor-
mation in confidence to the extent required by and in accordance with the provisions of the
existing letter agreement dated June 2, 1999 (the "Confid-atiality Agreement’) addressed to the
Company from Parent and executed and delivered by each of them. No investigation pursuant to
this Section 5.2 or otherwise shall affect any representations or warranties of the parties herein or
the conditions to the obligations of the parties hereto.

Section 5.3 Consents and Approvals. (a) Each of the Company, Parent, Holding
Sub and Merger Sub will use ail reasonable best efforts to comply promptly with all legal
requirements which may be imposed on it with respect to this Agreement and the transactions
contemplated hereby which actions shall inciude, without fimitation, furnishing all information in
connection with approvals of or filings with any Governmental Entity, including, without
limitation, any schedule, or reports required to be filed with the SEC, and will promptly
cooperate with and furnish informarion to each other in connection with any such requirements
imposed upon any of them or any of their subsidiaries in connection with this Agreement and the
transactions contemplated hereby. Each of the Company, Parent, Holding Sub and Merger Sub
will, and will cause its subsidiaries to, use all reasonable best efforts to obtain any consent,
authorization, order or approval of, or any exemption by, any Governmental Entity or other
public or private third party, required to be obtained or made by Parent, Holding Sub, Merger
Sub. the Company or any of their subsidiaries in connection with the Offer, the Merger or the
taking of any other action contempiated by this Agreement.

(b) Parent, on the one hand and the Company on the other shall, and each shall
cause its subsidiaries to, subject to the following sentences, (i) cooperate with one another to
prepare and present to the STB, as soon as practicable, all filings and other presentations in
conpection with seeking any STB approval, exemption or other authorization necessary to
consummate the transactions contemplated by this Agreement, (ii) prosecute such filings and
other presentations with diligence, (iii) diligently oppose any objections to, appeals from or
petitions to reconsider or reopen any such STB approval by persons not party to this Agreement,
and (iv) take all such further action as in the reasonable judgment of Parent and the Company
may facilitate obtaining a final order or orders of the STB approving such transactions consistent
with this Agreement and the transactions contemplated herein. Without in any way limiting
Parent’s obligations under Section 1.4 and subject to consultations with the Company and. after
giving good faith consideration to the views of the Company, Parent shall have final authonty
over the development, presentation and conduct of the STB case, including over decisions as to

whether to agree to or acquiesce in conditions.

Section 5.4 Emplovee Marters. (a) For a period of one year following the
Effective Time, Parent shall or shall cause the Surviving Corporation to either continue the
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existing Company Plans or provide benefits to employees of the Company and its subsidiaries

under substitute plans or arrangements (“Parent Benefit Plang™) that are no less favorable, in the
aggregate. to such employees than those provided under such existing Company Plans.

(b} With respect to any Parent Benefit Plan in which the Company's or its
subsidiaries’ employees participate effective as of the Closing Date. Parent shall. or shall cause
the Surviving Corporation to: (A) waive all limitations as to pre-existing conditions. exclusions
and waiting periods with respect to participation and coverage requirements applicable to the
employees under any Parent Benefit Plan in which such employees may be eligible to participate
au.cr the Effective Time, (B) provide each empioyee with credit for ar: ' co-payments and
deductibles paid prior to the Effective Time m satisfying any applicable deductible or
out-of-pocket requirements under any Parent Benefit Plan in which such employees may be
eligible to participate after the Effective Time, and (C) recognize all service of the employees
with the Company or any subsidiary for all purposes (exciuding for benefit accrual) in any Parent
Benefit Plan in which such employees may be eligible to participate after the Effective Time, to
the same extent taken into account under a comparable Company Plan immediately prior to the
Closing Date; provided, however, that such service shail not be recognized to the extent that such
recognition would result in a duplication of benefits.

Section 5.5 No Solicitation. (a2) The Company shail not, and it shall cause its
subsidiaries, directors, officers, empioyees, financial and other advisors, agents, representatives,
affiliates and others working on its behalf or at its direction (collectively, “Company
Representatives™) not to, initiate, solicit, encourage or facilitate offers, inquiries or proposals
with respect to, or furnish any information relating to or participate in any negotiations or
discussions concerning, any merger, reorganization, share exchange, consolidation, business
combination, recapitalization, liquidation, dissolution or similar transaction involving the
Company or any of its subsidiaries, or any purchase or sale of more than 10% of the assets
(including stock of subsidiaries) of the Company and its subsidiaries taken as a whole. or anv
purchase or sale of, or tender or exchange offer for, 10% or more of the equity securities of the

Company or any of its subsidiaries (an “‘Acquisition Eroposal™), other than as contempiated by
this Agreement.

(b) Notwithstanding Section 5.5(a), if the Company is not otherwise in breach or
violation of this Section 5.5, until the Offer shall have been consummated, the Board of Directors
of the Company may, directly or indirectly through Company Representatives: (x) furnish
information concerning the Company and its subsidiaries to any Person with respect to an
Acquisition Proposal pursuant to appropnate confidentiality agreements with terms substantiaily
similar to those contamed in the Confidenriality Agreement (including with respect to “standsuill™
provisions), and (y) negotiate and participate in discussions and negotiations with such Person
concerning an Acquisition Proposal, if in either case (x) or (y), (i) such Person has submutted a
bona fide written Acquisition Proposat to the Company after the date hereof which constitutes a
Superior Proposal (as defined below) and (ii) n the good faith judgment of the Board of
Directors of the Company, only after receipt of and based upon advice from outside legal counsel
to the Company, the failure to provide such information or access or to eagage in such
discussions or negotiations would cause the Board of Directors to violate its fiduciary duties to
the Company's stockholders under applicable law. In addition, nothing herein shall restrict the
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Company Board of Directors from, to the extent required, complying with Rule 14d-9 and Rule
|4e-2 promulgated under the Exchange Act with regard to an Acquisition Proposal, subject to
any rights of Parent 10 terminate this Agreement and recetve payment of any fee due under
Article VII as a result thereof.

(V7]
[

(¢) The Company shail notify Parent immediately of any inquiries, proposals or
offers received by, information requested from. or discussions or negotiations sought to be
initiated or continued with. it or any of Company Representatives with respect to. or which could
reasonably be expected to lead to, an Acquisition Proposal indicating, in connection with each
such notice, th. name of such person (unless the proposed consideration coasists .ulely of cash}
and the material terms, conditions and other aspects of any such inquiries, proposais, offers,
requests, discussions or negotiations, including promptly forwarding copies of any written
Acquisition Proposals {with redactions of the proposing party’s identity, if the proposed
consideration consists solely of cash), and promptly keep Parent informed of the status and terms
of any such proposals or offers and the status and terms of any such discussions or negotiations.
The Company agrees immediately to cease and to cause to be terminated any activities,
discussions or negotiations conducted on or prior to the date of this Agreement with any parties
other than Parent, with respect to any of the foregomng. Neither the Company nor any subsidiary
of the Company will waive or fail to enforce any provision of any confidentiality or standstill or
similar agreement to which it is a party without the prior written consent of Parent unless the
Company's Board of Directors determines in good faith, only after receipt of and based upon
advice from outside legal counsel to the Company, that it is required by fiduciary duties under
applicable law to take such action in response to a Superior Proposal.

(d) For purposes of this. Agreement, a “Superior Proposal™ means a bona fide
written Acquisition Proposal made by a third party after the date hereof:

(1) as a result of which (A) the Company’s stockholders prior to such transaction
would in the aggregate cease to own at least 50% of the voting securities of the ultimate

parent entity resulting from such transaction or (B) at least 50% of the assets of the
Company and its subsidiaries taken as a whole would be transferred to an unaffliated

third party; and

(ii) which the Board of Directors of the Company in its good faith judgment,
taking into account the various legal, financial and regulatory aspects of the proposal and
the person making such proposal and after consultation with and based on the advice of
outside counsel and a nationaily recognized financial advisor, determines (A) if accepred,
is reasonably likely to be consummated, and (B) if consummated, is reasonably likely to .
result in a transaction that is financially superior and more favorable to the hoiders of
Company Common Stock than the Offer and the Merger (taken together).

Section 5.6 Certain Fipancing Matters. The Company agrees to provide. and will
cause its subsidiaries and its and their respective officers, employees and advisors to provide. all

necessary cooperation in conrtection with the arrangement of any financing to be consummated -
contemporaneous with or at or after the consummation of the Offer, including without limitation
any financing to be provided to the Company or any of its subsidiaries by the Parent. In addition,

087565~0004-02269~3984AQNU~MGA



in conjunction with the obtaining of any such financing, the Company agrees. ar the request of
Parent, to call for prepayment or redemption, conduct a tender offer for, or prepay, redeem and.or
renegotiate, as the case may be, any then existing indebtedness of the Company and its
subsidianies. including, without limitation, indebtedness under the Credit Agreement. the Senior
Subordinated Notes and the Convertible Subordinated Notes: provided that no such prepayment
or redemption or purchase under any tender offer shall themselves actually be required to be

made or consummated until contemporaneously with or after the consummation of the Offer.

Section 5.7 Reasonable Best Efforts. Subject to the terms and conditions herein
provided, each of the part'-5 hereto agrees to use all reasonable best efforts to take. or cause '~ be

taken, all action and to do, or cause to be done, all things necessary, proper or advisable, whether
under applicable laws and reguiations or otherwise, and to remove any injunctions or other
impediments or delays, legal or otherwise, to consummate the Offer and make effective the
Merger and the other transactions contemplated by this Agreement as expeditiously as
practicable. In case at any time after the Effective Time any further action is necessary or
desirable to carry out the purposes of this Agreement, the proper officers and directors of the
Company, Parent, Holding Sub and Merger Sub shall use all reasonable effons to take, or cause

to be taken, all such necessary actions.

s
LPY]

Section 5.8 Publicity. So long as this Agreement is in effect, neither the
Company nor Parent nor their affiliates shall issue or cause the publication of any press release or
other public statement or announcement with respect to this Agreement or the transactions
contemplated hereby without prior consuitation with and approval (not to be unreasonably
withheid or delayed) of the other party, except as may be required by law or by obligations
pursuant to any listing agreement with, or the listing rules of, a national securnties exchange, and
in such case shall use ail reasonable efforts to consuit with and obtamn approval of the other party
prior to such release or announcement being issued.

Secuon 5.9 Notification of Certain Matters. The Company shall give prompt
notice to Parent, and Parent shall give prompt notice to the Company, of (a) the occurrence or
non-occurrence of any event which wouid be likely to cause any representation or warranty of the
Company or Parent, Holding Sub and Merger Sub, as the case may be, contained in this
Agreement to be untrue or inaccurate in any material respect at or prior to the Effective Time and
(b) any material failure or inability of the Company or Parent, as the case may be, to comply with
or satisfy any covenant, condition or agreement to be complied with or satisfied by it hereunder;
provided, however, that the delivery of any notice pursuant to this Section 5.9 shall not limit or
otherwise affect the remedies available hereunder to the party receiving such notice.

Section 5.10 Directors’ and Officers’ Insurance and Indemmification. (a) Parent
agrees that at all times after the Effective Time, Parent and the Surviving Corporation shail
jointly and severally indemnify each person who is now, or has been at any time prior to the date
hereof, a director or officer of the Company or of any of the Company’s subsidiaries or person
entitled to indemnificarion {individually an “Indemnified Party™ and collectively the

“Indemnified Parties™), subject to applicable law, to the same extent and in the same manner as 1§
now provided in the respective certificates of incorporation or by-laws or similar organizational
documents of the Company and such subsidiaries or otherwise in effect on the date hereof. The
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Surviving Corporation shall maintain in effect for not less than six (6) years after consummation
of the Merger the current policies of directors' and officers " liability insurance maintained by the
Company and its subsidiaries on the date of this Agreement or policies having comparable
coverage. terms and conditions, with respect to matters existing or occwrring at or prior to the
Effective Time. to the extent available: provided that in no event shall the Surviving Corporation
be required to expend in any one year an amount in excess of 200% of the annual premiums
currently paid by the Company for such insurance (as disclosed to Parent in writing prior to the
date hereof), aithough it shall be obligated to obtain a policy with the greatest coverage available
for a cost not exceeding such amount.

(b) Without limitation of the foregoing, in the event any such Indemnified Party
is or becomes involved in any capacity in any action, proceeding or mvestigation in connection
with any matter, including, without limitation, the transactions contemplated by this Agreement,
Parent shall pay as incurred such Indemnified Party's legal and other expenses (including the cost
of any investigation and preparation) incurred in connection therewith, subject to the provision
by such Indemnified Party of an undertaking to reimburse such payments in the event of a final
determination by a court of competent jurisdiction that such indemnified Party is not entitled
thereto. Parent shall pay all expenses, including attorneys’ fees, that may be incurred by any
Indemnified Party in enforcing the indemnity and other obligations provided for in this Section
5.10 or any action involving an [ndemnified Party resuiting from the transactions contempiated
by this Agreement.

(c) Any determination to be made as to whether any Indemnified Party has met
any standard of conduct imposed by law shall be made by legal counsel reasonably acceptable to
such Indemnified Party, Parent and the Surviving Corporation, retamed at Parent’s and the
Surviving Corporation's expense.

(d) This Section 5.10 is intended to benefit and shall be enforceable by the
Indemnified Parties and their respective heirs, executors and personal representatives and shail be
binding on and enforceable against Parent, Holding Sub, Merger Sub and the Surviving
Corporation and their successors and assigns m accordance with Delaware law.

Section 5.11 Proxy Statement: Company Stockholders Meeting. (a) As soon as
practicable following the date hereof at the request of Parent, the Company shall prepare and file
with the SEC the Proxy Statement and shail use all reasonable efforts to resoive any comments of
the SEC with respect to the Proxy Statement as promptly as practicable. Parent shall cooperate
with the Company in the preparation of the Proxy Statement. The Company shall give Parent
and its counsel & reasonable opportunity to review the Proxy Statement prior to its bemg filed
with the SEC and shall give Parent and its counsel a reasonable opportunity to review all
amendments and supplements to the Proxy Statement and all responses to requests for additional
information and replies to comments prior to their being filed with, or sent to, the SEC, all of
which filings and responses shail be subject to Parent’s prior conseut, not to be unreasonably
withheld. The Company will provide to Parent promptly copies of all correspondence berween it
or any of its representatives and the SEC. Parent shall furnish all information concerning it
required to be included in the Proxy Statement, and as promptly as practicable, the Proxy
Statement will be mailed to the stockholders of the Company. The Company will advise Parent
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promptly after it receives notice thereof of any request or demand by the SEC or the NYSE for
amendment of the Proxy Statement.

(b) If the Company Stockholder Approval is required under the DGCL to
consummate the Merger and is required to be given at a duly held meeting of stockhoiders. the
Company shall. as promptly as reasonably practicable following the execution of this Agreement.
duly call. give notice of. convene and hold a meeting of its stockholders (the “Company
Siockholders Meeting™) for the purpose of obtaining the Company Stockholder Approval and
shall take all lawful action to solicit the Company Stockholder Approval. Unless othenwvise
required by their fiduciary duties under applicable 1~-v, the Board of Directors of the Company
shall (i) recommend adoption of this Agreement by the stockholders of the Company to the effect
as set forth in Section 3.4, and (ii) not withdraw, modify or qualify in any manner adverse to
Parent such recommendation (or its recommendation that holders of Shares tender their Shares in
the Offer) or take any action or make any statement tn connection with the Company
Stockholders Meeting (or the Offer) inconsistent with such recommendation (collectively, an
- ' ion’"). The Company shail use all reasonabie
efforts to obtain any necessary Approvals to permit the Company Stockhoider Approvai to be
effected by written consent. Subject to its right to terminate this Agreement in accordance with
its terms, the Company shall be required to take the actions specified in Section 5.11(a) and the
first sentence of this Section 5.11(b), and satisfy all its other obligations under this Agreement,
whether or not the Company Board of Directors makes an Adverse Change in the Company

Recommendation after the date hereof.

(c) Parent agrees that it will vote at the Company Stockholders’ Meeting or give
consents with respect to, or cause to be voted or to have consents given with respect of
(including, prior to the Control Date, by causing the Trustees to vote pursuant to the Voting Trust
Agreement), all Shares then owned by it or Holding Sub or any of Parent's other subsidiaries and
affiliates (including any shares held in the Voting Trust) in favor of the adoption of this

Agreement.

(d) Notwithstanding the foregoing, in the event that Holding Sub shall acquire at
least 90% of the then-outstanding Shares, the parties hereto agree, at the request of Holding Sub,
subject to Articie VI, the DGCL, the ICA and the rules and reguiations of the STB, to take (and
prior to the Control Date to cause the Trustees to take) all necessary and appropriate action to
cause the Merger 1o become effective, in accordance with Section 253 of the DGCL, as soon as
reasonably practicable after such acquisition, without a meeting of the stockholders of the

Company.

Section 5.12 Parent Circular: Parent Shareholders Meeting. (a) As soon as

practicable following the date of this Agreement, Parent shall prepare and obtain the approval of
the LSE of the Parent Circular. The Company shall cooperate with Parent in the preparation of
the Parent Circular. Parent shall give the Company and its counsel & reasonable opportunity to
review the Parent Circular prior to its being lodged with the LSE for approval and shall give the
Company and its counsei a reasonable opportunity to review ail amendments ard supplements to
the Parent Circular and all responses to requests for additional information and repiies to
comments prior to their being filed with, or sent to, the LSE. Parent will provide to the Company

0B7565-0004~02269-3964A0MU-MCA



® @ y

promptly copies of all correspondence between it or any of its representatives and the LSE. The
Company shall furnish ail information concerning jt required to be included in the Parent
Circular, and as promptly as practicable, the Parent Circular will be mailed to the shareholders of
Parent. Parent will advise the Company promptly after it receives notice thereof of any request or
demand by the LSE for amendment of the Parent Circular. The Parent Circular and any
supplements thereto and any other circulars or documents issued to shareholders or employees of
Parent will contain all particulars relating to Parent and the Company required to comply in all
material respects with all United Kingdom statutory and other legal provisions (including,
without limitation. the Companies Act of 1985 of the United Kingdom, as amended (the
“Companies Act ™), the Financial Services Act 1986 and the rule- and regulations made
thereunder, and the rules and requirements of the LSE and the City Code) and, at the date filed
with the LSE or distributed to Parent’s shareholders or at the time of the Parent Shareholders
Meeting, all such information contained in such documents wili be substantially in accordance
with the facts and will pot omit anything material likely to affect the import of such information.

(b) Parent shall, as promptly as reasonably practicable following the execution of
this Agreement, duly call, give notice of, convene and hold a meeting of its shareholders (the
“Parent Sharehoiders Meeting ™) for the purpose of obtaining the Parent Shareholder Approval
and shall take all lawful action to solicit the Parent Shareholder Approval. Parent shall use its
reasonable best efforts to hold the Parent Shareholders Meeting on or before July 26, 1999,
Unless otherwise required by their fiduciary duties under applicable law, the Board of Directors
of the Parent shall (i) recommend that the sharehoiders of the Parent vote in favor of the
resolution to be proposed at the Parent Shareholders Meeting and required for the
implementation of the Offer and the Merger, and (ii) not withdraw, modify or qualify m any
manner adverse to the Company such recommendation or take any action or make any statement
in-connection with the Parent Shareholders Meeting inconsistent with such recommendation
(collectively, an Adverse Change in the Parent Recommendation'). Subject to its right 10
termipate this Agreement in accordance with its terms, Parent shall be requured to take the
actions specified in Section 5.12(a) and the first sentence of this Section 5.12(b), and satisfy ail
its other obligations under this Agreement, whether or not the Parent Board of Directors makes
an Adverse Change in the Parent Recommendation after the date hereof.

Section 5.13 Registcation Rights for Shares Deposited in Voting Trust. The

Company shall, if requested by any Trustee at any time and from time to time within three years
after the termmation of this Agreement while any securities of the Company or any of its
subsidiaries remnamn i the Voting Trust, as expeditiously as possible prepare and file up to three
registration statements under the Securities Act if such registration is necessary in order to permit
the sale or other disposition of any or all securities that have been deposited in the Voting Trust,
 in accordance with the intended method of sale or other disposition stated by the Trustee,
including a “shelf" registration statement under Rule 415 under the Securities Act or any
successor provision; and the Company shail use its reasonable best efforts to qualify such
securities under any applicabie state securities laws. The Trustee and Parent shall use reasonable
efforts to cause, and to cause any underwriters of any saie or other disposition to cause, any sale
or other disposition pursuant to such registration statement to be effected on a widely distributed
basis. The Company shail use reasonable efforts to cause each such registration statement to
become effective, to obtain all consents or waivers of other parties which are required therefore,
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and to keep such registration statement effective for such period not in excess of 180 calendar
days from the day such registration statement first becomes effective as may be reasonably
necessary to effect such saie or other disposition. The obligations of the Company hereunder to
file a registration statement and to maintain its effectiveness may be suspended for one or more
periods of time not exceeding 60 calendar days in the aggregate with respect 1o any registration
statement if the Board of Directors of the Company shall have determined that the filing of such
registration statement or the maintenance of its effectiveness would require disclosure of
nonpublic information that would matenaily and adversely affect the Company. The costs of any
registration statement prepared and filed under this Section, and any sale covered thereby, shall
be shared equally by the Company and Parent except for underwriting disco _.its or commission,
brokers’ fees and the fees and disbursements of the Trustee's and Parents’ counsel related thereto
(which shall be paid by Parent). The Trustee and Parent shall provide all information reasonably
requested by the Company for inclusion in any registration statement to be filed hereunder. If,
during the time pertods referred to in the first sentence of this Section, the Company effects a
registration under the Securities Act of the Company’s securities for its own account or for any
other of its stockholders (other than on Form S-4, Form S-8, or any successor form), it shall
allow the Trustee the right to participate in such registration, and such participation shail not
affect the obligation of the Company to effect demand registration statements for the Trustee
under this Section; provided that, if the managing underwriters of such offering advise the
Company in writing that in their opinion the number of securities requested to be included in
such registration exceeds the number which can be sold in such offering, the Company shall
include the securities requested to be included therein by the Trustee only after including all
securities intended to be included therein by the Company. In connection with any registration
pursuant to this Section, the Company and Parent shall provide each other and any underwriter of
the offering with customary representations, warranties, covenants, indemnification, and
contribution in conpection with such registration.

Section 5.14 Dividend Access Shareg. Prior to the commencement of the Offer,
the Company will enter into an agreement with each bolder of Dividend Access Shares (the

“Dividend Access Share Purchase Agreements”™), which shall be substantially in the form
previously furnished to Parent, and take any other necessary action to ensure that none of the
Company, the Canadian Subsidiary, the Surviving Corporation, Parent or any other affiliate of
Parent will be required under the terms of the Dividend Access Shares, the Support Agreement
with respect to the Dividend Access Shares (the “Support Agreement™) or otherwise, to, and
none of them will bear any liability or other obligation for failing to: (i) permit the holders of
Dividend Access Shares to retract their Dividend Access Shares as against the Canadian
Subsidiary and receive Shares in exchange therefor for the sole purpose of tendering such Shares
in the Offer, effective and conditional only upon the consummation of the Offer, all as
contemplated by the Support Agreement (it being understood that Holding Sub shall not be
required to accept tenders of, nor shall Parent or Holding Sub otherwise be required to acquire,
Dividend Access Shares in the Offer or otherwise); or (ii) following the Effective Time, issue or
otherwise deliver any shares in the capital stock of the Company, the Surviving Corporation. the
Canadian Subsidiary, Parent or any other affiliate of Parent or any other securities or property
other than a sum in United States Dollars equal to the Per Share Price, without any interest
thereon, in respect of or in exchange for, whether pursuant to a retraction or otherwise. any

Y]
~
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Dividend Access Share. True and complete copies of all executed Dividend Access Share
Purchase Agreements will be provided 10 Parent upon execution thereof.

ARTICLE VI

CONDITIONS

Section 6.1 Conditions to the Obligations of Each Party. The obligations of the

Compa..y, on the one hand, and Parent and Merger Sub, on the other hand, to consumm-te the
Merger are subject to the satisfaction (or, if permussible, waiver by the party for whose benefit
such conditions exist) of the following conditions:

(a) Holding Sub shall bave purchased the Shares pursuant to the Offer (provided
that the purchase of Shares pursuant to the Offer shall not be a condition to the

obligations of Parent and Merger Sub hereunder if Hoiding Sub shall fail 1o accept for
payment and pay for Shares pursuant 10 the Offer in violation of the terms thereof or of

this Agreement).

(b) If required under the DGCL, the Company Stockholder Approval shall have
been obtained.

(c) No coun, arbitrator or other Governmental Entity shall have issued any order,
injunction, decree or ruling, and there shail not be any other Law, restraining, enjoining or
prohibiting the consummation of the Merger.

ARTICLE VII
TERMINATION

Section 7.1 Termination. Anything herem or elsewhere to the contrary
notwithstanding, this Agreement may be terminated and the transactions contemplated herein
may be abandoned at any time prior to the Effective Time, whether before or after stockholder

approval thereof:
(a) by the mutual written consent of Parent and the Company;

(b) by either of the Company or Parent:

(i) if (A) the Offer expires or terminates i accordance with the terms
hereof without the purchase of any Shares thereunder or (B) Holding Sub shall not
have purchased Shares under the Offer prior to January 31, 2000; provided.
however, that the right to terminate this Agreement under this Section 7.1(b)(i}
shall not be available to any party to the extent that the delay n consummating the
Offer is due to such party’s matenal breach of this Agreement;
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(i} if any Governmental Entity shail have issued an order. decree or ruling
or taken any other action (which order, decree, ruling or other action the parties
hereto shall use their reasonable best efforts to lift), in each case permanently
restraining, enjoining or otherwise prohibiting the transactions contemplated by
this Agreement and such order, decree. ruling or other action shall have become
final and non-appealable;

(i) prior to the consummation of the Offer, if the other party has
breached any of its representations, warranties, covenants or agreements set forth
herein such that any of the conditions set forth in Annex I wouid not be satisfied,
which breach. to the extent curable, is not cured within ten business days of
receipt of written notice of breach by the breaching party; or

(iv) the Parent Shareholder Approval shall not have been obtained at the
Parent Sharehoiders Meeting;

(¢) by the Company, prior to consummation of the Offer, upon three business
days’ prior written notice to Parent (which notice shall entitie Parent to terminate this
Agreement pursuant to Section 7.1(d)), in order to accept a proposal which its Board of
Directors shall have determined as of the date of such notice is a Superior Proposal and
such Board of Directors shall have concluded in good faith, only after receipt of and
based on advice of its outside legal counsel, that its fiduciary duties would require it 10
accept such Superior Proposal; provided, however, that (i) any financing with respect
thereto is committed for the full amount required, (ii) the Company shail have fully
compiied with its obligations under Section 5.5, (iii) such notice shall include a copy of
any proposed or definitive documentation relatng to such Superior Proposal, and shail
otherwise indicate all matenial terms and conditions with respect thereto, (iv) prior 10 any
such termination, the Company shall, if requested by Parent in connection with any :
revised proposal Parent might make, negotiate in good faith for such three business day
period with Parent, (v) the Board of Directors of the Company shail have concluded in
good faith, only after receipt of and based on advice of its outside legal counsel and a
nationally recognized financial advisor, as of the effective date of such termination, after
taking into account any revised proposal by Parent during such three business day period,
that such third party proposal remains a Superior Proposal (and such financing remains so
committed) which the Board of Directors of the Company is obligated to accept under its
fiduciary duties and (vi) immediately foilowing such termination, the Company enters
into definitive and binding documentation with respect to such Superior Proposal; and
provided, further, that it shall be a condition to termination pursuant to this Section 7.1{c)
that the Company shall have made the payment of the fee to Parent required by Section

7.2;

(d) by Parent if prior to the consummation of the Offer: (i) the Company shall
have delivered the notice described in Section 7.1(c), (ii) the Board of Directors of the
Company shall have effected an Adverse Change in the Company Recommendation or
shall have approved or recommended another Acquisition Proposal or failed to reconfirm
its recommendation set forth in Section 3.4, if so requested by Parent, within fifteen days
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fo!lowing such request, or (iif) the Company shail have engaged in negotiations with a
third party after the date hereof with respect to any Acquisition Proposal and shall not
have fully and unconditionaily rejected such proposal (including, if such Acquisition
Proposal was publicly announced or known, by publicly announcing such rejection)
within three business days of first engaging in any negotiations with respect to such
Acquisition Proposal: or

(e) by Parent if prior to the consummarion of the Offer any person or group
(within the meaning of Section 13(d)(3) of the Exchange Act} acquires beneficiai
ownership (within the mcaning of Rule 13d-3 under the Exchange Act) of more than 20%
of the combined voting power of the Company Common Stock and the Voting Preferred

Stock.

Section 7.2 Effect of Termination. (a) In the event of the termination of this
Agreement as provided in Section 7.1, written notice thereof shall forthwith be given to the other

party or parties specifying the provision hereof pursuant to which such termination is made, and
this Agreement shall forthwith become nuil and void, and there shall be no liability on the part of
_ Parent, Holding Sub, Merger Sub or the Company except (i) for fraud or for breach of this
Agreement or the Confidentiality Agreement and (ii) as set forth in Sections 5.13, 7.2 and 8.1
hereof and in the penultimate senténce of Section 5.2.

(b) The Company shall pay Parent the sum of $35 million if this Agreement is
terminated solely as follows: .

(1) by Parent pursuant.to Section 7.1(b)(iii) if the breach giving rise to such
termination right occurred at a time after the Company shall have received or become
aware of an Acquisition Proposal {other than any such proposal submitted prior to the

- date hereof) and within twelve months of such termination, the Company enters wnto a
definitive agreement with respect to an Acquisition Proposal or an Acquisition Proposal
is consummated (which fee shall be payable immediately upon the earlier of execution of
such agreement or consummation of an Acquisition Proposal); or

(ii) by the Company pursuant to Section 7.1(c) (which fee shall be payable as a
condition to such termination) or by Parent pursuant to Section 7.1(d)(i) (which fee shail

be payable immediately upon such termmnation); or

(iii) (A) by Parent or the Company pursuant to Section 7.1(b}i)(A) (provided that
(1) prior to such termination an Acquisition Proposal with respect to the Company shall.
have been publicly announced or otherwise become public, (2) on the date of expiration
or termination of the Offer the Minmmum Condition has not been satisfied, and (3) on
such date there is no other condition to the Offer which has failed to be satisfied as a
result of a material breach of this Agreement by Parent, Holding Sub or Merger Sub). or
(B) by Parent pursuant to Section 7.1(d)(ii) or (iii) or 7.1(e), if, in the case of either clause
(A) or (B), within twelve months of any such termination, the Company enters mto a -
definitive agreement with respect 10 an Acquisition Proposal or an Acquisition Proposal
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is consummated (which fee shall be payable immediately upon the earlier of execution of
such agreement or consummation of an Acquisition Proposal); or

(iv) by Parent pursuant to Section 7.1(e), if prior to or within twelve months after
any such termination, any person or group acquired or acquires beneficial ownership of
more than 40% of the combined voting power of the Company Common Stock. the
Voting Preferred Stock and any other voting capnal stock of the Company (which fee
shall be payable immediately upon the later of such acquisition or such termination).

(c) Parent shall pay the Comy “ny the sum of $25 million if this Agreement is
terminated by either party pursuant to Section 7.1(b)(iv) and prior to the Parent Shareholders
Meeting there shall have been an Adverse Change in the Parent Recommendation.

(d) If this Agreement is terminated by either party pursuant to Section 7.1(b)(i)(A)
{provided that (1) on the date of expiration or termination of the Qffer the Minimum Condition
has not been satisfied and (2) on such date all other conditions to the Offer have been satisfied or
waived), then upon and following such termination the Company shall be required to retmburse
Parent and its affiliates for all reasonable out-of-pocket fees and expenses actually incurred by
any of them or on their behalf in connection with the Offer and the Merger, any financing thereof
or in respect therewith, and the negotiation, preparation, execution and diligence in respect of this
Agreement (inciuding, without limitation, fees and disbursements payable to banks, investment
banking firms, dealer managers and other financial institutions, and their respective agents and
counsel. and all fees of counsel, accountants, financial printers, depositaries, information agents,
experts and consultants) (“Expenses™) up to an aggregate maximum reimbursement of $5
million. The Company shall pay the amounts requested within three business days of such
requests (accompanied by a submission of statements therefor). Notwithstanding anything to the
contrary in this Section 7.2, the maximum aggregate amount that the Company shall be required
to pay pursuant to Section 7.2(b) and 7.2(d) shall be $35 million. :

(e) If this Agreement is terminated by either party pursuant to Section 7.1(b)(iv)
and prior to the Parent Shareholders Meeting there shall not have been an Adverse Change in the
Parent Recommendation, then upon and following such termination Parent shall be required to
reimburse the Company and its affiliates for all Expenses actually incurred by any of them or on
their behalf up to an aggregate maximum reimbursement of $5 miilion. Parent shail pay the
amounts requested within three business days of such requests (accompanied by a submission of
statements therefor). Notwithstanding anything to the contrary m this Section 7.2, the maximum
aggregate amount that Parent shall be required to pay pursuant to Section 7.2(c) and 7.2(e) shali

be $25 million.

(f) In addition to the other provisions of this Section 7.2, in the event a fee or
Expenses is or becomes payable pursuant to Section 7.2(b), (c), (d) or (e) hereof, the party
required to pay such fee or Expenses shall promptly, but in no event later than three business
«ays following written notice thereof, together with related bills or receipts, to reimburse the
other party for all reasonable out-of-pocket costs, fees and expenses, including, without
limitation, the reasonable fees and disbursemerits of counsel and the expenses of litigation.
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incux.'red in connection with collecting such fee or Expenses as a result of any breach by the party
required to pay such fee or Expenses of its obligations under this Section 7.2.

ARTICLE VIII

MISCELLANEQUS

Section 8.1 Costs and Expenses. Except as expressly otherwise provided herein,
all costs and expenses incurred in connection with this Agreement and the consummation of the

transactions contemplated hereby shall be paid by the party incurring such expenses.

Section 8.2 Amendment and Modification. Subject to applicable law, this

Agreement may be amended, modified and supplemented in any and all respects, whether before
or after any vote of the stockholders of the Company or the shareholders of Parent contemplated
hereby, only by wrirten agreement of the parties hereto, pursuant to action taken by their respec-
tive Boards of Directors, at any time prior to the Effective Time with respect to any of the terms
contained herein; provided, however, that after the approval of this Agreement by the
stockholders of the Company or Parent, no such amendment, modification or supplement which
by law requires prior approval of the stockholders of the Company or Parent shall be made unless

such approval has been obtained.
Section 8.3 Waiver; Remedies Cumulative. At any time prior to the Effective

Time, any party hereto may with respect to any other party hereto: (i) extend the time for the
performance of any of the obligations or other acts; (ii) waive any inaccuracies in the
representations and warranties contained herein or in any document delivered pursuant hereto; or
(i) waive compliance with any of the agreements or conditions contained heremn. Any such
extension or waiver shall be valid oniy if set forth in an msgument in writing signed by the party
or parties to be bound. No failure or delay on the part of any party hereto in the exercise of any
right hereunder shall impair such right or be construed to be a waiver of, or acquiescence in, any
breach of any representation, warranty or agreement herem, nor shall any single or partial
exercise of any such right preciude other or further exercise thereof or of any other right. All
rights and remedies existing under this Agreement are cumulative to, and not exclusive of, any
rights or remedies otherwise available.

Section 8.4 Nonsurvival of Representations and Warranties. None of the

representations and warranties in this Agreement or in any schedule, mstrument or other
document delivered pursuant to this Agreement shall survive the Effective Time.

Section 8.5 Notices. All notices and other communications hereunder shall be in
writing and shall be deemed given if delivered personally, telecopied (which is confirmed) or
sent by an overnight courier service to the parties at the following addresses (or at such other
address for a party as shall be specified by like notice):
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{a) if to Parent, Holding Sub or Merger Sub. to:

1.4

Stagecoach Holdings plc

20 Charlotte Street

Perth PHI1 5LL

Scotland

Attention: Keith Cochrane
Telecopy No.: +44-1738-643-648

with a copy to:

Simpson Thacher & Bartlett

99 Bishopsgate

21* Floor

London, England EC2M 3YH
Attention: Michael O. Wolfson, Esq.
Telecopy No.: +44-207-422-4022

(b) if to the Company, to:

Coach USA, Inc.

One Riverway

Suite 600

Houston, Texas 77056
Attention: Douglas M. Cemny
Telecopy No.: +1-713-888-0257

with a copy to:

Locke Liddell & Sapp LLP
3400 Chase Tower

600 Travis Street

Houston, Texas 77002-3095
Aftention: Gene G. Lewis, Esq.
Telecopy No.: +1-713-223-3717

Section 8.6 Interpretation. When a reference is made in this Agreement to

Sections, such reference shall be to a Section of this Agreement unless otherwise indicated. The
table of contents and headings contained in this Agreement are for reference purposes only and
shall not affect in any way the meaning or interpretation of this Agreement. Whenever the words

~include”, “inchides” or “including™ are used in this Agreement they shall be deemed to be
followed by the words “without limitation™. As used in this Agreement, the term “busipess day™
shall mean any day other than a Saturday, a Sunday, or a day on which banking mstitutions in
New York, New York; Houston, Texas; or London, England are authorized or obligated by law
or executive order to close; provided that, for purposes of calculating business days in connection
with the Offer, the term “business day™ shall have the meaning assigned in Rule 14d-1(e)(6)
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under the Exchange Act. As used in this Agreement. the term “affiliate(s)" shall have the
meaning set forth in Rule 12b-2 of the Exchange Act. As used in this Agreement. the term
"person” means an wmdividual, corporation, partnership, limited liability company, association,
trust. unincorporated organization, other entity or group (as defined in Section 13(d)(3) of the
Exchange Act), and the term “subsidiary™ means. with respect to Parent, the Company or any
other person. any corporation, partnership, limited liability company, joint venture or other legal
entity of which Parent, the Company or such other person owns, directly or indirectly. stock or
other equity interests the holders of which are generally entitied to more than 50% of the vote for
the election of the board of directors or other governing body of such corporation or other legal
entity. Referemces to the Company and its subsidiaries in relation to prior periods -1al] be
deemed to include any persons or entities from whom they acquired any portion of the business
conducted by them, but only with respect to the businesses so acquired.

Section 8.7 Counterparts: Facsimile. This Agreement may be executed in two or
more counterparts, all of which shall be considered one and the same agreement and shall

become effective when two or more counterparts have been signed by each of the parties and
delivered to the other parties, it being understood that ail parties need not sign the same
counterpart. This Agreement may be executed by facsimile signatures of the parties hereto.

Section 8.8 Entire Agreement; No Third Party Beneficiaries. This Agreement

and the Confidentiality Agreement (including the exhibits hereto and the documents and the
instruments referred to heretn and therein): (a) constitute the entire agreement and supersede all
prior agreements and understandings, both written and oral, among the parties with respect to the
subject matter hereof, including the Exclusivity Letter Agreement dated June 3, 1999 and (b)
except as provided in Section 5.10 with respect to the Indemnified Parties, are not intended to
confer upon any person other than the parties hereto any rights or remedies hereunder.

44

: Section 8.9 Severahility. If any term or other provision of this Agreement is
invalid, illegal or incapable of being enforced by any rule of law, or public policy, all other
conditions and provisions of this Agreement shall nevertheless remain in fuil force and effect so
long as the economic or legal substance of the transactions contemplated hereby is not affected in
any manner materially adverse to any party. Upon such determination that any term or other
provision is mnvalid, illegal or mcapable of being enforced, the parties hereto shall negotiate in
good faith to modify thiy Agreement so as to effect the originai intent of the parties as closely as
possible in 2 mutually acceptable manner in order that the transactions contemplated hereby may

be consummated as originally contempiated to the fullest extent possible.

- Section 8.10 Specific Performance. The parties hereto agree that irreparable '
damage would occur in the event any provision of this Agreement was not performed in
" accordance with the terms hereof and that the parties shall be entitled to the remedy of specific

performance of the terms hereof without the posting of any bond or secumy in addition to any
other remedy at law or equity.

Section 8.11 Governing Law. This Agreement shall be governed and construed -
in accordance with the laws of the State of Delaware without giving effect to the principles of
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conflicts of law thereof except, in the case of Parent, to the extent that the Companies Act or
English or Scottish law are applicable to it.

Section 8.12 Assignment. Neither this Agreement nor any of the rights, interests
or obligations hereunder shall be assigned by any of the parties hereto (whether by operation of
law or otherwise) without the prior written consent of the other parties, except that Holding Sub
or Merger Sub may assign, i its sole discretion, any or all of its rights, interests and obligations
hereunder to Parent or to any direct or indirect wholly owned subsidiary of Parent: provided,
however, that no such assignment shall relieve Parent from any of its obligations hereunder.
Subject 1o the preceding sentence, this Agreement will be binding upon, inure to the benefit of
and be enforceable by the ,arties and their respective successors and assigns.

Section 8.13 Consent to Judsdiction: Waiver of Jury Tdal. (a) Each of the

parties hereto:

(i) consents to submit itseif to the personal jurisdiction of (A) the United
States District Court for the Southern District of New York and any appellate courts
therefrom in the event any dispute arises out of this Agreement or any of the transactions
contemplated by this Agreement to the extent such court would have subject matter
jurisdiction with respect to such dispute and (B) the Chancery or other Courts of the State

of Delaware otherwise;

(i) agrees that it will not attempt to deny or defeat such personal jurisdiction
or venue by motion or other request for leave from any such court;

(ili) agrees that it will not bring any action relating to this Agreement or any of
the transactions contemplated by this Agreement in any court other than such courts;

(iv) agrees that service of process in any such action or proceeding may be
effected by mailing a copy thereof by registered or certified mail (or any substantially
similar form of mail), postage prepaid, to a party at its address set forth in Section 8.5 or
at such other address of which a party shall have been notified pursuant thereto:

(v) agrees that nothing herein shall affect the right to effect service of process
in any other manner permitted by law or shall limit the right to sue in any other
junisdiction; and

(vi) agrees to appoint an agent for service of proc&sS in Delaware.
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(b) EACH PARTY HERETO HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES TRIAL BY JURY IN ANY LEGAL ACTION OR
PROCEEDING IN RELATION TO THIS AGREEMENT AND FOR ANY
COUNTERCLAIM THEREIN.

(Continued on next page. ]
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IN WITNESS WHEREQF, Marenw. Heiding Sub, Merger Sub and tke Company

47

kave caused this Agreement 10 be signed by their respective officers thereunto duly authonzea as

cf the date first wnitien above

COTY6%-20C4 - 02265 - PRAAAGYT -WGA

STAGECOACH HOLDINGS pic

Name: Kcith Cochrune
Tide: Group Finance Director

SCH HOLDINGS COR®.

(Ll

Name: Keith Cochrane
Title: Tresident

SCH ACQUISITION CORP.

o (L UL

Name: Keith Cochrane
Titte: President

COACH USA, INC.

By:
Name. Lary K King
Title: Chief Exacutive Oificer



&7

IN WITNESS WHEREOQF, Parent, Holding Sub, Merger Sub and the Company .
kave caused this Agreement to be signed by their respective officers thetsunn duly mythorized as
of the date first written shove. '

STAGECOACH HOLDINGS ple

By:
Neme: Keith Cochnane
Tide: Group Finance Director

SCH HOLDINGS CORP.

By
Nape: Keith Coclrane
Title; President

SCH ACQUISITION CORP.
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ANNEX I

CONDITIONS OF THE OFFER

The capitalized terms used in this Annex [ have the meanings set forth in the
attached Agreement. except that the term “Merger Agreement” shall be deemed to refer to the
attached Agreement.

Notwithstanding any other provisions of the Offer, and in addition to the
conditions that (i) at the expiration of the Offer there shall have been validly rerdered and not
properly withdrawn prior to the expiration of the Offer a number of Shares which constitutes
more than 50% of the voting power (determined on a fully-diluted basis) on the date of purchase,
of all the securities of the Company entitled to vote generally in the election of directors or in a
merger (the “Minimurm Condition™) (for purposes of determining at any time whether the
Minimum Condition has been met, each outstanding Share legally or beneficially owned by
Parent or Holding Sub or any of its affiliates at the commencement of the Offer shall be deemed
validly tendered under the Offer and not withdrawn), (ii) any and all applicable waiting periods
under the HSR Act shall have expired or been terminated and (i) the staff of the STB shail have
given Parent a favorable informal advisory opinion to the effect that the proposed use of the
Voting Trust will effectively insulate Parent from acquiring unlawful control of the Company
and such advisory opinion shall not have been withdrawn or the STB shall have approved
Parent’s and Holding Sub’s acquisition of the federally regulated carriers controlled by the
Company, Holding Sub shall not be required to accept for payment, or subject tc applicable rules
and regulations of the SEC, including Rule 14e-1(c) under the Exchange Act (relating to Holding
Sub’s obligation to pay for or return tendered Shares promptly after termmation or withdrawal of
the Offer), purchase or pay for any Shares tendered pursuant to the Offer, may postpone the
acceptance for payment of Shares tendered, and subject to the terms and conditions of the Merger
Agreement may terminate the Offer, if at any time on or after June 12, 1999 and at or before the
time of payment for any such Shares any of the following conditions shall occur or has occurred:

(a) (i) the representations and warranties of the Company set forth in the Merger
Agreement shall not have been true and correct as of the date of the Merger Agreement,
or shall not be true and correct (in all material respects, in the case of representations and
warranties not already qualified as to materiality or Material Adverse Effect by their
terms) as of the expiration of the Offer as though made on and as of the expiration of the
Offer (except to the extent that such representations and warranties speak as of a specific
date, which representations and warranties shail have been true and correct as of such
date), or (ii) the Company shall have breached in any material respect any covenants
contained in the Merger Agrecment;

(b) there shall have been any Law promulgated, enacted, entered, enforced or
issued by any Governmental Entity which would have the effect of (i) making the
purchase of, or payment for, some or all of the Shares by Parent or Holding Sub or their
affiliates pursuant to the Offer or the Merger illegal, or making the Voting Trust illegal,
(ii) otherwise preventing consummation of the Offer or Merger; (iii) except for the Voting
Trust, prohibiting the ownership or operation by the Company or any of its subsidianes,

I-1
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or Parent or any of its subsidiaries, of all or any material portion of the business or assets
of the Company or any of its subsidiaries, taken as a whole, or Parent or its subsidiaries.
taken as a whole; (iv) except for the Voting Trust, materiaily limiting the ownership or
operation by the Company or any of its subsidiaries, or Parent or any of its subsidiaries,

of all or any material portion of the business or assets of the Company or any of its
subsidianes, taken as a whole, or Parent or its subsidiaries. taken as a whole. as a result of
the transactions contemplated by the Offer or the Merger: (v) except for the Voting Trust.
imposing limitations on the ability of Parent, Holding Sub or any of Parent's affiliates
effectively to acquire or hold or to exercise fuil rights of ownership of the Shares,
i~~luding, without limitation, the right to vote any Shares acquired or owned by Parent or
Holding Sub or any of its affiliates on ail matters properly presented to the stockaolders
of the Company, including, without limitation, the adoption of the Agreement or the right
to vote any shares of capital stock of any significant subsidiary (as defined in Regulation
S-X), directly or indirectly owned by the Company; or (vi) requiring divestiture by Parent
or Holding Sub or any of their affiliates of any Shares; and, in each case, no action or
proceeding seeking to do any of the foregoing which has been instituted by any
Governmental Entity or other person shall be pending;

1

(¢) the Merger Agreement shall have been terminated by the Company or Parent
1 accordance with its terms;

{(d) there shall have occurred or exist any condition, event or occurrence which,
individually or in the aggregate, couid reasonably be expected to have a Material Adverse

Effect;

(e) any Approval or Filing required to be obtained from or made with
Governmentai Entities or third parties in connection with the Offer or the Merger shail
not have been obtained or made or shail not be in full force and effect, other than any the
failure of which to obtain or make, individually or in the aggregate, could not reasonably
be expected to have a Material Adverse Effect or to matenally reduce the benefits to
Parent of ownership of the Company and its subsidiaries; or

(f) the Parent Shareholder Approval shail not have been obtained.

The foregoing conditions are for the sole benefit of Holding Sub and may be
asserted by Holding Sub regardless of the circumstances giving rise to such condition. The
foregoing conditions (other than the Minimum Condition, the HSR Condition, the STB
Condition and the condition set forth in clause (c) above) may be waived by Holding Sub in
whole or in part at any time and from time to time in its sole discretion. The failure by Holding
Sub at any time to exercise any of the foregomg rights shall not be deemed a waiver of any such
right, the waiver of any such right with respect to particular facts and other circumstances shall
not be deemed a waiver with respect t0 any other facts and circumstances, and each such right
shall be deemed an ongoing right that may be asserted at any time and from time to tmne.
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ANNEX II

TERMS OF SUBSEQUENT MERGER

The capitalized terms used in this Annex [I have the meanings set forth in the

attached Agreement (the "Merger Agreement™), except as otherwise defined herein. Section
references in this Annex II are to Sections of this Annex II unless otherwise indicated

Section 1.1 Subsequent Merger. Upon the terms and subject to the conditions of
this Annex II, and in accordance with the DGCL, at the Effective Time (as defined in Section

1.2), the Surviving C-rporation of the Merger (hereinafter, the “Company") shall be merged with
and into Holding Sub (the "Subsequent Merger™). As a result of the Subsequent Merger, the
separate corporate existence of the Company shall cease and Holding Sub shall continue as the
surviving corporation of the Subsequent Merger (the “Surviving Corporation™).

Section 1.2 Effective Time. Upon notice of Parent following the Merger, subject
to the approval of the hoiders of a majority of the outstanding shares (the “*Shares ) of common
stock of the Company ("Company Common Stock™), the parties to the Merger Agreement shall
cause the Subsequent Merger to be consummated by filing a certificate of merger (the

“Cenificate of Merger™) with the Secretary of State of the State of Delaware, in such form as
required by, and executed in accordance with the relevant provisions of, the DGCL. The date
and time of the filing of the Certificate of Merger with the Secretary of State of the State of
Delaware (or such later time as shail be agreed to in writing by the parties to the Merger
Agreement and is specified in the Certificate of Merger) will be the Eﬂ'gm:_’hmc

Section 1.3 Effects of the Subsequent Merger. The Subsequent Merger shall have

the effects set forth in the applicable provisions of the DGCL. Without limiting the generality of
the foregoing, and subject thereto, at the Effective Time all the properties, rights, privileges,
immunities, powers and franchises of the Company and Merger Sub shall vest in the Surviving
Corporation, and all debts, liabilities and duties of the Company and Merger Sub shall become
the debts, liabilities and duties of the Surviving Corporation.

Section 1.4 Certificate of Incorporation; By-laws. (a) At the Effective Time, the
Certificate of Incorporation of the Surviving Corporation shall be amended to provide that (i) the
name of the Surviving Corporation shall be the name of the Company; and (ii) the Certificate of
Incorporation of the Surviving Corporation shall include the provisions of Articles Seven and
Eight of the Certificate of Incorporation of the Company as in effect immediately prior to the

Effective Time.

(b) At the Effective Time and without any further action on the part of the
Company or Holding Sub, the By-laws of Hoiding Sub shall be the By-laws of the Surviving
Corporation and thereafter may be amended or repealed in accordance with their terms or the
Centificate of Incorporation of the Surviving Corporation and as provided by law.

Section 1.5 Directors and Officers. The directors of the Company immediately
prior to the Effective Time shall be the initial directors of the Surviving Corporation, each to
bold office in accordance with the Certificate of Incorporation and By-laws of the Surviving

-1
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Cor.pqr'ation, and the officers of the Company immediately prior to the Effective Time shall be
the initial officers of the Surviving Corporation, in each case until their resignation or removal or
unti their respective successors are duly elected or appointed (as the case may be) and qualified.

Section 1.6 Conversion of Securities. At the Effective Time, by virtue of the

Subsequent Merger and without any action on the part of Holding Sub, the Company or the
holders of any of the following securties:

(a) Each Share (other than any Shares to be canceled pursuant to Section 1.6(b)
and any Dissenting Shares ‘as defined in Section 1.7(a)) shall be canceled, extinguished
and converted automatically into the right to recetve an amount per share in cash equal to

the Per Share Price (the “Merger Consideration™) payable to the hoider thereof, without
interest, upon surrender of the certificate that prior to the Subsequent Merger represented

such Share in the manper provided in Section 1.8, less any required withhoiding taxes.

(b) Each Share held in the treasury of the Company and each Share owned by
Parent, Holding Sub or any other direct or indirect subsidiary of Parent or of the
Company (including the Shares held in the Voting Trust), in each case immediately prior
to the Effective Time, shail be canceled and retired without any conversion thereof and no
payment or distribution shall be made with respect thereto.

(¢) Each share of common, preferred or other capital stock of Holding Sub issued
and outstanding immediately prior to the Effective Time shall be converted into and
become one validly issued, fully paid and nonassessable share of identical common,
preferred or other capital stock of the Surviving Corporation and, if the Effective Time
precedes the Control Date, each such share shall be deposited in the Voting Trust.

Section 1.7 Dissenting Shares. (a) Notwithstanding anything in this Annex [I to
the contraxy shares of Company Common Stock that are issued and outstanding immediately
prior to the Effective Time and which are held by stockholders who have not voted in favor of or
consented to the Subsequent Merger and who shall have delivered a written demand for appraisal
of such shares of Company Common Stock in the time and manner provided in Section 262 of
the DGCL. and shall not have failed to perfect or shall not have effectively withdrawn or lost their
rights to appraisal and payment under the DGCL (the “Dissenting Shares™) shall not be converted
into the right to receive the Subsequent Merger Consideration, but shall be entitled to receive the
consideration as shall be determined pursuant to Section 262 of the DGCL; provided, however,
that if such holder shall have failed to perfect or shall have efféctively withdrawn or lost his. her
or its right to appraisal and payment under the DGCL, such holder’s shares of Company -
Common Stock shall thereupon be deemed to have been converted, at the Effective Time. into -

* the right to receive the Subsequent Merger Consideration set forth in Section 1.6(a) of this
Agreement without any interest thereon, less any required withholding taxes.

(b) The Company shall give Parent (i) prompt notice of any demands for
appraisal pursuaat to Section 262 received by the Company, withdrawals of such demands. and |
any other instruments served pursuant to the DGCL and received by the Company and (ii) the
opportunity to direct all negotiations and proceedings with respect to demands for appraisal
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under the DGC'L. The Company shall not, except with the prior written consent of Parent. make
Zny paz'rsnem with respect to any such demands for appraisal or offer to settle or settle any such
emands.

Section 1.8 Surrender of Shares: Stock Transfer Baoks. (a) As soon as

practicable after the Effective Time, the Surviving Corporation shall cause to be mailed to each
record holder as of the Effective Time of an outstanding certificate or certificates which
immediately prior to the Effective Time represented Shares (the “Centificates™). a form of letter
of transmittal (which shall specify that delivery shall be effected, and risk of loss and title to the
Certificates shall pass, only upon proper delivery of the Certificates to the Surviving
Corporation) and instructions for use in effecting the surrender of the Certificates for payment of
the Subsequent Merger Consideration therefor. Upon surrender to the Surviving Corporation of
a Certificate, together with such letter of transmittal, duly completed and validly executed in
accordance with the mstructions thereto, and such other documents as may be required pursuant
to such instructions, the holder of such Certificate shall be entitled to receive in exchange
therefor the Subsequent Merger Consideration for each Share formerly represented by such
Certificate, and such Certificate shall then be canceled. No interest shall be paid or accrued for
the benetit of holders of the Certificates on the Subsequent Merger Consideration payable upon
the surrender of the Certificates. If payment of the Subsequent Merger Consideration is to be
rmade to a person other than the person in whose name the surrendered Certificate is registered, it
shall be a condition of payment that the Certificate so surrendered shall be property endorsed or
shall be otherwise in proper form for transfer and that the person requesting such payment shall
have paid any transfer and other taxes required by reason of the payment of the Subsequent
Merger Consideration to a person other than the registered holder of the Certificate surrendered
or shall have established to the satisfaction of the Parent that such tax either has been paid or is

not applicable.

{(b) If any Certificates shall not have beer surrendered immediately prior to the
date on which any Subsequent Merger Consideration in respect of such certificate would escheat
10 or become the property of any Governmental Entity, any such Subsequent Merger
Consideration shall, to the extent permitted by applicable law, become the property of the
Surviving Corporation, free and clear of ail claims or interest of any person previously entitled
thereto. Notwithstanding the foregoing, none of the Surviving Corporation or Parent shall be
liable to any holder of a Certificate for Subsequent Merger Consideration delivered to a public
official pursuant to any applicable abandoned property, escheat or similar law.

. ) (c) At the close of business on the day of the Effective Time, the stock transfer
books of the Company shall be closed and thereafter there shall be no further registration of
transfers of shares of Company Common Stock on the records of the Company. From and after
the Effective Time, the holders of Certificates evidencing ownership of Shares outstanding
immediately prior to the Effective Time shall cease to have any rights with respect to such Shares
except as otherwise provided for herein or by applicable law. All cash paid upon the surrender
for exchange of Certificates in accordance with the terms of this Annex II shail be deemed to
have been in full satisfaction of all rights pertaining to the shares of Company Common Stock
exchanged theretofore represented by such Certificates.

i1-3
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FICATION

1, Keith Robertson Cochrane, (Group Finggce Director of Stagecoach Holdings plc
and Presidemt of SCH Holdings Carp., vaily under penalty of perjury, under the laws of the
United Statas of America. that all information supplied in connection with this application, as it
iclates W Stagecoach Holdings pic and SCH Holding; Corp., is true and cnrrect  Furtner, [
certify that I am qualified and authorized to file this applicadon I knuw that willful misstatements
or omissions of material focts constitite Federal criminal violations punishable under 18 U.S.C.
1011 by imprisonmen: up to fve years and fines up to $10,00C for each offense. Additionally,
these rrssraternents are punishable as perjury under 18 ﬁ.S C 1621, which provides for fines up

3 $2.000 ur unprisonment up to fve years for each offense.

Bl

Dated this 215t day ot june, 1999.




® ®

VERIFICATION

My name is Douglas M. Cemy, and [ am Senior Vice President of Coach USA, Inc. |
hereby verify under penalty of perjury, under the laws of the United States of America, that all
information supplied in connection with this application, as it relates to Coach USA, Inc., is true
and correct to the best of my knowledge and belief. Further, [ certify that [ am qualified and
authorized to file this application or pleading. [ know that willful misstatements or omissions of
material facts constitute Federal criminal violations punishable under 18 U.S.C. 1001 by
imprisonment up to five years and fines up to $10,000 for each offense. Additionally, these
misstatements are punishable as perjury under 18 U.S.C. 1621, which provides for fines up to
$2,000 or imprisonment up to five years for each offense.

wi L
Ve @

Dated: . /7 197



®

CERTIFICATE OF SERVICE

I hereby certify that on this 22nd day of June, 1999, a copy of the foregoing

Verified Application of Stagecoach Holdings ple was served by hand delivery upon:

Director of Operations

Antitrust Division

U.S. Department of Justice

601 D Street, NNW., Room 1013
Washington, DC 20580

and by first class mail, postage prepaid, on:

James Westfall

Licensing Section

California Public Utilities Commission
505 Van Ness Avenue

" San Francisco, CA 94102

Bruce Smith

Director

Colorado Public Utilities Commission
1580 Logan Street, Office Level 2
Denver, CO 80203

Robert Cumpstone

Manager, Regulation and Compliance Unit
Bureau of Public Transportation
Connecticut Department of Transportation
2800 Berlin Turnpike

Newington, CT 06131

Maria Dorough

Unit Director

Georgia Public Service Commission
1007 Virgim'a Avenue, #300
Hapeville, GA 30354

Ron Roy

Director, Passenger travel

Maine Department of transportation
16 State House station

Augusta, ME 04333

Premerger Notification Office
Bureau of Competition
Room 303

Federal Trade Commission
Washington, DC 20580

Brian F. Cristy

Director, Transportation Division
Massachusertts Department of
Telecommunications and Energy
100 Cambridge St., Rm. 1203
Boston, MA 02202

Dave Sucha

. Manager, Motor, Bus and Limo Section

Michigan Department of Transportation
425 W. Ottawa

P.O. Box 30050

Lansing, MI 48909-7550

Col. Bill Summers

Director of Transportation

Mississippi Public Service Commission
P.O_Box 1174

Jackson, MS 39215-1174

Mel Sundermeyer

Multimodal Operation

Missouri Department of Transportation.-
P.O. Box 270

Jefferson City, MO 65102

Ellis Tompkins

Director, Intermodal transportation
Nebraska department of Roads
P.0O. Box 94759

Lincoln, NE 68509



Judy Sheldrew

Chairman, Transportation Services
Authority

Nevada Public Service Commission
1150 E. William Street

Carson City, NV 89701

William Cotter

Principal Analyst, Office of Regulatory
Affairs

New Jersey Department of Transportation
225 E. State Street

P.O. Box 611

Trenton, NJ 08625-0611

Vince Martinez

Director, Transportation Division
New Mexico Public Regulations
Commission

1120 Paseo de Peralta

P.O. Box 1269

Santa Fe, NM 87504

Nomman Schneider

Director, Passenger and Freight Safety
Division

New York Department of Transportation
1220 Washington Avenue, Bldg. 7A
Albany, NY 12232

David King

Deputy Secretary

North Carolina Department of
Transportation

P.O. Box 25201

Raleigh, NC 27611

Alfred P. Agler
Director
Ohto Public Utilities Commission

180 E. Broad Street
Columbus, OH 43215-3793

James McNulty

Secretary, Pennsylvania Public Utilities
Commission

P.O. Box 3265

Harrisburg, PA 17105-3265

William A. Maloney

Associate Administrator, Motor Cammer
Division

Rhode Island Public Utilities Commission
100 Orange Street

Providence, RI 02903

Maj. Butch Lawson

Director, Commercial Vehicle Enforcement
Tennessee Department of Safety

1150 Menzler Avenue

Nashville, TN 37210

Texas Department of Transportation
Motor Carrier Division

P.O. Box 5020

Austin, TX 78763-5020

Motor Carrier Section

West Virginia Public Service Commission
P.O. Box 812

Charleston, WV 25323

John Black

Wyoming Department of Transportation
P.O. Box 1708

Cheyenne, WY 82003-1708

A

" Edward J, Fishman



cAMONWEALTH OF PENNSYLVAI
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.O. BOX 3265, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TO QUR FILE

August 20, 1999

JOHN A VUONO
ATTORNEY AT LAW

2310 GRANT BUILDING
PITTSBURGH PA 15219-2383

In re: A-00115892, F. 5000 - Application of Progressive Transportation
Services, Inc.

Dear Mr. Vuono:

The above-cited application has been received and accepted for publication. It has
been published in the Pennsylvania Bulletin of August 28, 1999.

You are further advised that the above-cited application will be submitted for
review provided no comments are filed on or before September 20, 1999.

If comments are filed, you will be advised as to the procedure. You are not yet
authorized to provide intrastate service. You will receive notification when you may begin.

Very truly yours,

Gale E. Travitz
Transportation Application Specialist
Bureau of Transportation & Safety

GET:rs

pc. PROGRESSIVE TRANSPORTATION SERVICES INC

ONE PROGRESSIVE DRIVE : @ @ % E?E —.

HORSEHEAD NY 14845 % j!
AGZ 1999




A-00115892, Folder 5000 PROGRESSIVE TRANSPORTATION SERVICES, INC. (One
Progressive Drive, Horsehead, NY 14845), a corporation of the State of New York - for approval
of the transfer of one (1) share of the issued and outstanding stock held by Coach USA, Inc., to
Stagecoach Holdings plc. Attorney: John A. Vuono, 2310 Grant Building, Pittsburgh,

PA 15219-2383,




PENNSYLVANIA
PUBLIC UTILITY COMMISSION

SERVICE OF NOTICE OF MOTOR CARRIER APPLICATIONS

SIS TR s m———.
eyt Sarg

Published in Pennsylvania Bulletin

BUREAU OF TRANSPORTATION AND SAFETY
COMMON CARRIER
August, 99

A-00115892
F. 5000

Application of Progressive Transportation Services, Inc., a
corporation of the State of New York, for the approval of the
transfer of one (1) share of the issued and outstanding stock
held by Coach USA, Inc., to Stagecoach Holdings plc.

GET:rs

8/17/1999

Application Received: 08/10/99

Application Docketed: 08/16/99

SEP 20 1999

Protests due




PENNSYLVANIA PUBLIC UTILITY COMMISSION
RECEIPT

The addressee named here has paid the PA P.U.C. for the following bill:

DATE 8/31/99
VUONO & GRAY RECEIPT # 196076
ATTN JOHN A VUONO ESQ
2310 GRANT BLDG
PITTSBURGH, PA 15219-2383

Application fees for PROGRESSIVE TRANSPORTATION SERVICE
(TOTAL AMOUNT OF CHECK 1S $3,150.00 & INCLUDES 8 OTHER APPLICATION FEES ON

SEPARATE RECEIPTS.)
Docket Number A-00116892F5000................... $350.00
REVENUE ACCOUNT: 001780-017601-102

CHECK NUMBER: 0309
CHECK AMOUNT: $350.00 C. Joseph Meisinger
(for Department of Revenue)
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