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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For tha quarterly perlad ended May 31, 2007
Commission file number 000-10657

LAIDLAW INTERNATIONAL, INC.

{Exact name of registrant as specified in its charter)

DELAWARE 98-0390488
{State or other junsdiction of {IRS Employer
mcorporation or organizatron) Identfication No )

55 Shuman Boulevard, Suite 400
Napervllle, llhinois, 60563
(Address of principal executive offices)
Registrant's telephone number, including area code (630) 848-3000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securnities Exchange Act of 1934 dunng the preceding 12 manths (or for such sharter period that the registrant was
rNegmredéo file such reports), and (2) has been subject to such filing requirements for the past 90 days YES ©

Indicate by check mark whether the registrant 1s a large accelerated filer, an accelerated filer or a non-accelerated filer
See defimtion of “accelerated filer and large accelerated filer™ in Rule 12b-2 of the Exchange Act

Large accelerated filer Accelerated filer O  Non-accelerated filer O

Indicate by check mark whether the regisirant 1s a shell company (as defined in Rule 12b-2 of the Exchange Act)

YES O NO H
APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY
PROCEEDINGS DURING THE PRECEDING FIVE YEARS

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Sections 12,
13 or 15(d) of the Secunties Exchange Act of 1934 subsequent to the distnbution of securnities under a plan confirmed by
acourt YES NO 0O

As of June 30, 2007, there were 79,406,577 shares of common stock, par value $0 01 per share, outstanding
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PART I. - FINANCIAL INFORMATION
ltem 1. Financlal Statements
LAIDLAW INTERNATIONAL, INC
CONSOLIDATED BALANCE SHEETS
{($ in millions)

May 21, August 31,
2007
_ (unaudlted)

hssmmﬂ'mwimzﬁ M -

Current assets

Cashiahdicasequivalenisn i S Sk
Accglﬂts recelvable

Other " _' S ‘ o 1515 1371
RS R R R R N A TN S 2 02 - PPTI) |

(794 2) (648 2)

SR 61 20 1507757

ContractsTand:customerirelationships{ s %
Deferred income tax assets

i The aocompanymg notes are an lntegral part of these statements
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LAIDLAW INTERNATIONAL, INC.
CONSOLIDATED BALANCE SHEETS
($ In millions)

May 31, August 31,
2007 2006
(unaudllad) ‘

Current liabilities

Accounts;payable 7

Accrued employee compensatlon

@ther diabitess

Currenl portlon of insurance reserves 133 2 1478
CurTent porionoHIong dermiae b BRI I e A i R Y 556 LT |
Total current llabllities 469.2 5313
Eongaermidebt: s Y L ‘ * _ : s : ‘
Insurance re reserves 325.0 3397
Pensionhabity i v S (A T T R Y S R Do ’
Other long-term I|ab|I|t|es 76.3 _ 827

otal liabilfties A<

SHAREHOLDERS’ EQUITY

Common,shares; '$0i01lpa"1v'alue', reshare Jissued:s

AR e AT -

Addltlonal pald n capltal

umUiatediothercomprehen sive.Incomt - s bk SRR IR S £ A o AR 7
Retamed earnings 3148

iTotaljsharehold e:rsleqmty R i T R A £ R T RS 51 <> o FBR. 150 779]

Total habilities and shargholders’ equity $ 2,925.0 $3.0387
The accompanying notes are an integral part of these statements
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LAIDLAW INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
($ in millions except per share amounts)

{unaudited)
Three Months Ended Nine Months Ended
o May 31, __ Mayd,
2007 2008
Revans, A R T T T S TR dses. 9Em,ﬁaeo AN860 ZAPCRI 25179 MRG0 5 )

Compensation expense 1,246.0 1,222 9
[ -] Ly [ T YTt - A m - . B 4 . '»
Vehiclglrelat o S LN ) o ik :
Fuel

Insurancejandraccide

Occupancy costs

Other operailng eipenées S B ] 84.8 ) 77 3 ' 244.8 B 220 0
Operatingincome Rt

Interest expense (54 {43.4) {16 3)
Otherncomey(expense)yr O TR 10 N e T BT

income from continuing operations before
income taxes 94.2 800 189 2 2349

Net income $ 61.0 $ 341 $ 1196 $ 1264

COﬂtII';UII’-\g oie;atlons
Biscontinued,operations
Net income

Contlnumg operations

B scontnuedioperations NERNIE R _ B R R

Net income . $
Bividengs per/shareTa MiRatabandti 8 AN S0 1 7B5xiis 470 1 SURED s M 15 XRIBN i 0 75T
Average shares outstanding — 97 8
"FEffect of T dllutwe!se'cunt:es'n' * "'-EF.'.'I %‘ W‘Eﬁ %WMW m
Average diluted shares outstandmg 799 98 3 80.0 99 7

The accompanying notes are an integral part of these statements
4
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LAIDLAW INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
($ in millions)

{unaudited)

Nine Months Ended May 31,

Net income
BERIT5ssliomidiscontinues!operations SEEtee)
Non-cash adjustments to net ncome
Beprecrationandlamertzatonien
Deferred Income taxes

Net proceeds from sale of busunesses

E’bther, investing activities:
Net cash used by investing activities

ng.activities Iy R
‘ Repurchase of common stock

Prlnclpa_l payments on Iong-te debt _

EENEtTetreassin revolvents iy
Other financing activities g1 5)

___(_
NetEa8H,USEd[by, fiRancing activitle S Mt ook Wi o M SIS a.: il ARV S (1 6211 ) Nl § S¥1 (140°0),
Effect of exchange rate changes on cash $ (01) 1 33
Netdecréaselintcashiandlcasnlequivareris i G {PLE) 8 [ER)

Cash and cash equivalents - beginning of period 318.7 2173

Cashlandicashioquivalents = 19075 SR 2125

The a-ccc;mpanymg notes are an mtegral part of thesa statements

5
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LAIDLAW INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE AND NINE MONTR PERIODS ENDED MAY 31, 2007
(Unaudited)
Note 1 - Corporate overview and basis of presentation
Corporate overview
Laidiaw International, Inc (the “Company” or “Laidlaw”) operates in three reportable business segments education
services, Greyhound and public transit The education services segment provides school bus fransportation, including
scheduled home-to-school, extra-curricular and charter and transit school bus services, throughout the United States and
Canada Greyhound, a national prowider of inter-city bus transportation in the United States and Canada, provides
scheduled passenger service, package delivery service, charter bus service and, in certain terminals, food service The
public transit segment provides paratransit bus transportation for riders with disabilities and fixed-route municipal bus
service
Basis of presentation
The accompanying intenim consolidated financial statements of the Company have been prepared in accordance with
accounting principles generally accepted in the United States for interim reporting and accordingly, do not include all of
the disclosures required for annual financial statements In the opinion of management, all adjustments considered
necessary for far presentation have been included All such adjustments are of a normal, recumning nature Operating
results for the three and nine months ended May 31, 2007 are not necessanly indicative of the results that may be
expected for the full year ending August 31, 2007 For further information, see the Company’s consolidated financial
statements, including the accounting policies and notes thereto, included in the Company’s Annual Report on Form 10-K
for the fiscal year ended August 31, 2006
Note 2 - FirstGroup merger
On February 8, 2007 the Company entered into an Agreement and Plan of Merger (the “Merger Agreement”) with
FirstGroup plc under which FirstGroup will acquire all of the Company's outstanding common shares for $35 25 per share
in cash Laidlaw's stockholders approved the merger transaction at a Special Meeting held on April 20, 2007 Likewise,
FirstGroup shareholders passed resolutions to approve the acquisition of Laidlaw at an Extraordinary General Meeting
held on Apnl 20, 2007 The Merger Agreement contains specified termination nghts for the parties, and provides that in
certain circumstances, either the Company or FirstGroup will be required to pay the other party a termination fee of up to
$78 million and £22 million, respectively The Company's Proxy Statement, filed with the Securities Exchange
Commission on March 21, 2007, provides further detail and explanation of the Merger Agreement and sale transaction
The merger transaction 1s subject to certain closing conditions, including further regulatory approval in the U S Under the
notification requirements of the Hart-Scoit-Rodino Antitrust Improvements Act (“HSR”), the Antitrust Division of the U S
Department of Justice ("DOJ") requested additional information from both FirstGroup and Laidiaw, primarily related to
student transportation The Company continues to waork with the DOJ regarding this request for additional informatron
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Note 3 = Comprehensive income
The following table summanzes total comprehensive income ($ in millions)

Three Months Ended Nine Months Ended
May 31, May 31,
N e v i g o« e = 2007 2006 2007 __2006
Netincome =7~~~ LT 3R WS C$ _e1.0-. .$ 341 . $ 1196 $_1264 '}
Net unrealized gain (Ioss) on . —
T Secumbes oz . o T L T M T T4 38 - q56)]
Interest rate swaps 0.3 09 _(o4) 28
i Fuelhedge * _ & = - o - oL "woe - 04 - 18- - 04 -
Foreign currency translation adjustments X 20.7 129 87 208
Total comprehensive Income; -, %+ . & 826" '.$:459"" .3$ 1332 - _'$ 1538~ ]

Note 4 — Stock awards and options

Pursuant to the Company’s Amended and Restated 2003 Equity and Performance Incentive Plan, the Company has
issued stock based compensation to vartous employees and non-employea directors These grants to employees
represent the long-term incentive portion of the Company’s overall compensation plan for management The Company
accounts for all stock-based compensation based on estimated fair value at the grant date and recorded expenses related
to these plans of approximately $2 3 million and $7 1 million duning the three and nine months ended May 31, 2007
compared to $1 9 million and $5 6 million during the three and nine months ended May 31, 2008 A summary of stock
based awards and options tssued during the current fiscal year, Is as follows

Stock options — During the nine months ended May 31, 2007, the Company issued 359,125 non-qualified stock options to
employees and non-employee directors with an average exercise price of $28 64 per share The exercise price 1s equal to
the fair market value of the Company's stock at the date of grant The option holder has no voting or dividend nghts The
stock optrons have a ten-year life and vest ratably over three years

Restnicted Shares — During the nine months ended May 31, 2007, the Company issued 25,313 shares of restricted
common stock to non-employee directors The restnicted shares vest at the end of a two year penod and dunng the
vesting penod the participant has the nghts of a shareholder with respect to voting and dividend nights but 1s restricted
from transfemnng the shares

Deferred Shares — Dunng the nine months ended May 31, 2007, the Company granted 192,500 deferred shares to key
employees The deferred shares vest ratably over a four year period On each vesting date the employee receves
common stock of the Company equal in number to the deferred shares that have vested Upon delivery of the Company
common stack an equal number of deferred shares are terminated The participants have no voling or dividend nghts with
the deferred shares
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Note 5§ - Pension plans
The components of net pension cost for the Company's pension plans were as follows ($ in millions)

Three Months Ended Nine Months Ended
May M, __May M,
2007 2006 2007 2006

Componeénts,ofinetpension Cost tee i ve e o & tugnie w v VT RS .

Service cost _ .8 a7 _$_ 27 $ 79 $ 82
b InterestCoSts * .t o wtoT W T~ R 44 e 430 - . 412, - T 392 |

Expected return on plan assets (14.7) (138) (42 3) (41 3)
Netipensioncost.. v, <. _ o ol e i$n 24 0.8 19 . § 68 1§ 61 1
Note 6 — Material contingencies
Legal proceedings

Contingent Liabilities Relating to Sale of EmCare Holdings, Inc and American Medical Responses, Inc

On February 10, 2005, the Company completed the sale to affilates of Onex Corporation (collectively, the "Purchaser”) of
EmCare Holdings Inc and its subsidianes and Amencan Mexlical Response, In¢ and its subsidhianes in accordance with
two Stock Purchase Agreements, each dated December 6, 2004, as amended (collectively, the “Stock Purchase
Agreements”)

On June 13, 2007, the Purchaser asserted clams against the Company under the Stock Purchase Agreements for
indemnification of potential tax habilites The Company Is currently investigating this matter and at this juncture it i1s not
possible to predict the ulimate outcome of the Company’s inveshgation, nor is it possible to calculate the possible
financial exposure, if any, to the Company, pursuant to the terms of the Stock Purchase Agreements

Other

The Company Is also a defendant in vanous lawsuits and claims arising in the ordinary course of business, pnmarily
cases involving personal injury, property damage, environmental or employment related clams Soma of these actions
are covered to varying degrees by insurance policies Based on an assessment of known clams and our histoncal clams
payout pattern, management believes that there ts no legal proceeding either threatened or pending against us relating to
personal injury, property damage, environmentat or employment related claims that would have a matenal adverse effect
on the Company

Environmental matters

The Company’s operations are subject to various federal, state, local and foreign laws and regulations relating to
environmental matters, including those concerning emissions to the ar, waste water discharges, storage, treatment and
disposal of waste and remediation of soil and ground water contamination The Company has incurred, and expects to
incur, costs for our operations to comply with these legal requirements, and these costs could increase in the future In
particular, the Company has been named as a “potentially responsible party” under the United States Comprehensive
Environmenta! Response, Compensation and Liability Act of 1980, as amended, at varnous third-party sites at which the
Company's waste was allegedly disposed In addiion, management is investigating or engaged in remediation of past
contamination at other
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sites used in the Company's business The Company records habilities when environmental liabilities are either known or
considered probable and can be reasonably estimated On an ongoing basis, management assesses and evaluates
environmental nsk and, when necessary, conducts appropriate correclive measures As of the date of this report,
management believes that adequate accruals have been made related to all known environmental matters, however,
actual envronmental hiabihties could differ significantly from these estimates

Income tax matters

The respective tax authonities, in the normal course, audit previous tax fillngs It is not possible at this time to predict the
final outcome of these audits or to establish a reasonable estimate of possible additional taxes owed, If any

Note 7 — Acquisitions

Buring the nine months ended May 31, 2007, the Company acquired two Canadian school bus companies, adding
approximately 700 buses which are expected to generate aver $26 million of annualized revenue The Company pad
$25 9 million In net cash and assumed $8 6 million in debt for an aggregate purchase price of $34 5 million The fair value
of net tangible assets acquired was $23 8 million, with the remaining $10 7 milhion of purchase price allocated to contract
values

Note 8 — Statement of cash flows

During the nine months ended May 31, 2007, purchase of property and equipment on the Company's "Consolidated
Statements of Cash Flows" includes $66 3 million for vehicles purchased in the prior year but paid for in the current year
Note 9 - Repurchase of common stock

In September and October of 2006 the Company repurchased approximately 2 5 millicn shares of its common stock at an
average cost of $27 92 per share through open market purchases, completing the $500 million repurchase program
authonzed in July 2006

Note 10 — Business interruption settlement

Dunng the first nine months of 2006, Greyhound received a $5 0 million business interruplion nsurance settlement
relating to losses incurred during the September 11, 2001 terronst attacks The recovery was recorded in other operating
expenses on the Company’s "Consolidated Statements of Operations™

Note 11 — Recent accounting pronouncement

In February 2007, the Financial Accounting Standards Board issued SFAS No 159 — “The Fair Value Option for
Financial Assets™ (“SFAS 159") SFAS 159 permits entities to choose to measure certain financial assets and liabilites at
far value Unrealized gains and losses, arising subsequent to adoption, are reported in earnings SFAS 159 1s effective
for fiscal years beginning after November 15, 2007 and the Company will be required to adopt SFAS 159 in the first
quarter of fiscal 2009 The Company Is currently assessing the impact of SFAS 159 on its consolidated financial
statements
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Note 12 — Segment informatlon

The Company has three reportable segments education services, Greyhound and public transit The education services
segment provides school bus transportation throughout the United States and Canada The Greyhound segment provides
intercity bus transportation throughout the United States and Canada Public transit provides paratransit and municipal
bus transportation within the United States

The Company evaluates performance and allocates resources based on operating ncome before depreciation and
amortization ("EBITDA") The Company’s reporiable segments are business units that offer different services and are
each managed separately

Three Months Ended Nine Months Ended

May 31, __ May¥,
mmmm

2007 2006

__Education services $ 520.0
2 Greyhound Saget S e S \ e YT

_ Publlc transn ‘

LYEducationservices A vk el tihe -
Oreyhound s L ~ 236 229 84 1
TP = e AR AR T & e e e F A o 1407 . RATT

Consolidated
Bepreciation,and: amortization”

Operating Income

Income from contlnumg operatlons
oSSl iromidisconunuedIof Rt T T =N (071 s

Net Income $ 610 ] 341 $ 1196 $ 1264
Total identifiable assets for each of the reportable segments has not changed matenaﬂy since 59ust 31, 2006 with the
exception of the education services segment where total identifiable assets at May 31, 2007 were $1,349 3 million
compared to $1,235 0 million at August 31, 2008 The increase was primarily due to seasonal accounts receivable
changes

10
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ITEM 2 MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

General

Corporate overview
The following discusston and analysis presents factors which affected the Company's consolidated results of operations
for the three and nine month penods ended May 31, 2007 and 2006 and the Company's consolidated financial positon at
May 31, 2007 Our continuing operations consist of three reportable segments education services, Greyhound and public
transit services See Note 12 — "Segment information” of the Notes to Consolidated Financial Statements in this Report
The following information should be read in conjunction with the Consofidated Financial Statements and Notes thereto
included in this Form 10-Q and in the Company’s Form 10-K for the year ended August 31, 2006 As used in this Report,
all references to the Company, we, us, our and similar references are to Laidlaw International, Inc

Results of Operations

Three Months Ended Nine Months Endad
May 31, May 31,
_Pmntago f reventa . i 2007 2006 2007 2006

GEIE et e TPR A1 00.0% LI 5100 0/ N D e 00: 073 e 100:07°%

Compensation expense

VehicleTrelatedcosts i

Fuel
InStranceandpaceidenticl
Occupancy costs

Dépréciabon.andiamorization
Other operating expenses

(0 6) (1.7) (0 6)

Income from continuing operations

70 51 I 56
0SS oM IS CONRUBALOPErAIONS I 'y ALl S <P A RN ETGE, R (1 1) NS ) -+ S MR .7 (05 I

Net Income 7.0% 40% 4.7% 51%
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Revenue and EBITDA by business segment
Education services

EBITDA

{$mn m:lllons) . .. — Revenue . EBITDA , Margin
{hresmonths;ehded n*.l.:"...a.u.. o e o R DR N ¢ M..M

May 31, 2007 R $ 5200 259%
LaiMEy, 3142006, 270 . il SRR Fiaet 2Rk o TAG3 TR {24388
Percentage increase 75% 14 4% 160 BP*
TR Sheallbe, 04l X N ST s DN L B - T . i - U

May 31, 2007 . $1 4661 $3388 _ _231%

¢ SN TE2006 s (. PREREes, . FYE T T ) g - ;
Percentage increase (decrease) 72% 42% (70)BP*

*  Increase (decrease) in EBITDA margin is expressed in basis points

Revenue in the education services segment increased by $36 3 mitlion and $98 2 million for the three and nine months
ended May 31, 2007, respectively, compared to the three and nine months ended May 31, 2006 as new contracts along
with price and volume increases from existing clhients, more than offset lost business Additionally, during the nine months
ended May 31, 2007, lost days due to bad weather reduced revenues by $5 8 million, most of which is expected to be
recovered duning the fourth quarter Changes in the exchange rate of the Canadian dollar did not have a significant effect
onh revenue

Duning the three months ended May 31, 2007, EBITDA margins increased 160 basis poinis over the three months ended
May 31, 2006 pnmarily dnven by reduced insurance costs due to iImprovements in current penod accident clam costs and
favorable development on estimates for older claims EBITDA margn for the nine months ended May 31, 2007 decreased
70 basis pomnts over the corresponding nine months ended May 31, 2006 as favorable insurance results were more than
offset by increased project costs related to iniiatives to improve our technological capabilities, costs resulting from driver
shortages in some areas of the country and increased average fuel prices

Greyhound

(S in mrlllons)

May 31, 2007
May:r31%2006

Percentage increase (decreass) (9 4)% 31% 100 BP*

Percentage decrease (84)% {21 0)% {130)BP*
*  Increase (decrease) in EBITDA margin 1s expressed in basis points

12
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Revenue in the Greyhound segment dunng the three and nine months ended May 31, 2007 decreased $28 0 million and
$75 6 million from the three and nine months ended May 31, 2008, respectively The dechine was prnncipally due to
passenger reductions resulting from the elasticity effects of previous price increases, network changes and the non-
recurrence of prior year hurricane related volume Additionally, during the three months ended May 31, 2007, a short
stnke in western Canada reduced revenues by approximately $5 million Changes in the exchange rate of the Canadian
dollar did not have a significant effect on revenue

EBITDA for the third quarter of 2007 increased by $0 7 million compared to the third quarter of 2006 while EBITDA for the
nine months ended May 31, 2007 decreased $17 7 millon compared to the nine months ended May 31, 2006 The results
of the nine months ended May 31, 2006 benefited from a one-time gain of $5 mitlien due to a business interruption
setllement received as compensation for losses incurred following the September 11, 2001 terronst attacks Excluding the
business interruption seillement, the EBITDA margin decreased by 70 basis points for the nine months ended May 31,
2007 compared to the prior year primarily due 1o higher margins earned on the increased volume in the prior year The
EBITDA margin increased by 100 basis points for the third quarter of 2007 compared to the third quarter of 2006 reflecting
reduced compensation expense and insurance costs

Public transit

EBITDA
Margin

e, Hontha.cndediit Kl R, L.,
_May 31,2007
EiMay;31.52006

Percentage increase (decrease)

Nifie_iontHs"ended s s Rl Tet:
__May 31, 2007 _
- BiMay;31:2006 e:

Percentage increase (decrease) {05)% 28 9% 180BP*

*  Increase in EBITDA margn is expressed in basis points

Revenue declined slightly for the three and nine month periods ended May 31, 2007 compared to the same periods in
fiscal 2006 as price Increases and revenue from new contract wins were generally offset by lost revenue from a large
contract that was not renewed

EBITDA in the three and nine months ended May 31, 2007 increased by $2 5 million and 84 1 million, respectively,
compared to the three and ruine months ended May 31, 2006 pnmarly due to mprovements in current penod accident
clam costs and favorable development on estimates for older claims, partly offset by increased legal costs

13
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Depreciation and amortization expense
Depreciation and amortization by business segment was as follows ($ in millions)

Thres Months Ended Nina Months Ended
May 31, May 31,
e e e e ——— e e s e 2007~ 2006 2007 2006
Education sevices. . .~ - _ e o T T % 4TS L $ 404 _ . '$1324 1. $4135]
Greyhound . ] e 16 2 193 49.5 57 1
Public transiiservices _ s, . o . G o oy 24 o, T4 . 72]
Total $ 66.1 $ 621 $189.0 $177 8

Education services depreciation and amortization for the three and nine months ended May 31, 2007 increased by

$7 1 milhon and $18 9 milhon compared to the three and nine months ended May 31, 2006 primaniy due to an increased
number of buses in operation and the significant drop in depreciation in the prior year resulting from an increase in tha
estimated lives of certain vehicle models Depreciation declined in the Greyhound segment principally due {o a reduction
in the number of buses used in operations

Interest expense

For the three and nine months ended May 31, 2007 interest expense increased by $8 8 milion and $27 1 million,
respechvely, compared to the prior year penods, pnmanly due to the addition of the $500 milhon term B debt in the fourth
quarter of 2006 and a higher average revolving credit ine balance during 2007

Other Income (expense), net

Other iIncome, net of $8 7 milion for the three months ended May 31, 2007, pnmanly consists of $11 1 million of currency
exchange gain on $125 million of US denominated debt that 1s carried by our Canadian subsidiaries along with $2 9 of
investment income that was partially offset by $5 3 million of transaction costs associated with the proposed FirstGroup
merger Other expenses, net of $1 9 million for the nine months ended May 31, 2007, pnmanly consists of $11 2 million of
transaction costs associated with the proposed FirstGroup merger mostly offset by $4 1 million of currency exchange gain
and $5 2 of investment iIncome

The $1 9 mifion and $5 7 mition of other income, net recorded in the three and nine months ended May 31, 2006 consists
primarily of income earned on investments

Income tax expense

Tax expense during the three month period ended May 31, 2006 included a $4 7 million charge related to the repatriation
of approximately $190 million from the Company's Canadian subsidianes Excluding this tem, the effective tax rates were
35% and 37% for the three and nine months ended May 31, 2007 compared to 40% and 39% for the three and nine
months ended May 31, 2006 The decreases In the current year effective tax rates were prnmardy due to an increase in
employment tax credits

14
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Discontinued operations

The loss from discontinued operations for the three and nine months ended May 31, 2006 pnncipally rejates to changes in
reserves related to contingent obligations of previously sold businesses that were partially indemnified by the Company
Liquidity and capltal resources

Cash provided by operating activities was $260 6 million for the nme months ended May 31, 2007 compared to

$321 6 million for the nine months ended May 31, 2006 The decrease was primarily due to a reduction in income from
continuing operations before Income taxes and a larger increase in trade accounts recevable due to increased education
services revenue

Net expenditures for the purchase of capital assets were $206 8 milhon for the nine months ended May 31, 2007, only
slightly above the $199 5 million spent in the nne months ended May 31, 2006

Duning the first three quarters of 2007 we paid dividends of $0 51 per share or $40 5 million, compared to $0 45 per share
or $44 6 million in the first three quarters of 2006 During the nine months ended May 31, 2007 we repurchased
approximately 2 5 milhon shares of our common stock at an average cost of $27 92 per share through open market
purchases, completing the $500 million repurchase program authorized in July 2006

As of May 31, 2007 there were no cash borrowings under our $300 milion Revolver and letters of credit issued were
$115 7 million, leaving $184 3 million of availability We believe that existing cash and cash flow from operations, together
with borrowing availability under our Revolver, will be sufficient to fund our anticipated capital expenditures and working
capital requirements for the foreseeable future, iIncluding payment obligations under our debt agreements and other
commitments

Commitments and contingencies

Reference 1s made to Note 8 — "Commitments and contingencies” of Notes to the Consolidated Financial Statements in
the Company’s Form 10-K for the year ended August 31, 2006 for a descnption of the Company's material commitments
Reference 1s made to Note 2 ~ “FirstGroup merger™ and Note 6 — “Material contingencies™ of Notes to Consolidated
Fmancial Statements in this Report for a description of the Company’s matenal contingencies
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Forward-looking statements
Certain statements contained in this quarterly report on Form 10-Q, including statements regarding the status of future
operating results and market opportunities and cother statements that are not historical facts, are forward-looking
statements wathin the meaning of the Private Secunties Litigation Reform Act of 1995 These forward-locking statements
can be identified by the use of terminology such as believe, hope, may, antictpate, should, intend, plan, will, expect,
estimate, continue, project, pasihoned, strategy and similar expressions Such statements mvolve certain risks,
uncertainties and assumptions that include, but are not imited to,

- Risks and uncertainties related to the proposed merger with FirstGroup, including but not imited to receiving

approval from the required regulatory agencies as well as other customary closing conditions,

- Economic and other market factors, including competitive pressures and changes in pricing policies,
- The ability to mplement initiatives designed to increase operating efficiencies or improve results,

- Costs and nisks associated with itigation and imdemnification obhgations,

- Changes in interpretations of existing, or the adoption of new, legislation, regulations or other laws,
- The potential for nsing labor costs and actions taken by organized labor unions,

- Continued increases in prices of fuel and potential shortages,

- Conftrol of costs related to accident and other nsk management claims,

- Terrorism and other acts of violence, .
- The ability to produce sufficient future taxable income to allow us to recover our defetred tax assets,
- The ability {o pay dividends,

- Potential changes in the mix of bustnesses we operate, and

- The inabiiity to earn sufficient returns on pension plan assets thus requinng increased funding
Should one or more of these nsks or uncertainties matenialize, or should underlying assumptions prove incorrect, actual
outcomes may vary matenally from those indicated In light of these risks and uncertainbes you are cautioned not to place
undue reliance on these forward-looking statements The Company undertakes no obhgation to publicly update forward-
looking statements, whether as a result of new mformation, future events or otherwise You are advised, however, to
consult any further disclosures the Company makes on related subjects as may be detailed in the Company's other filings
made from bme to time with the Securittes and Exchange Commission, in particular the Company's Risk Factors as set
forth in its most recently filed Annual Report on Form 10-K
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LAIDLAW INTERNATIONAL, INC

Item 3. Quantitative and Qualitative Disclosures About Market Risk
The Company protects a portion of its future fuel procurements from price fluctuations by entering into future purchase
contracts ("FPCs"), fuel price swaps ("Swaps”)} and option contracts (“Fuel Collars™) The FPCs generally stipulate that the
Company take delivery of set bulk volumes of fuel at prearranged prices for a set period Swaps are financial contracts
that lock in the future price of a set amount of fuel at a fixed rate Fuel Collars effectively create a cap on the future
purchase price of a certain amount of fuel and at the same time, limit the amount of benefit to the Company in a falling
future pricea market A Fuel Collar is created by purchasing a call option for diesel fuel while simultaneously selling a put
option that covers the identical amount of fuel with the same underlying terms and condittons as the call option
At May 31, 2007 the Company had outstanding FPCs for 1 8 millron gallons of fuel at an average pnice of $2 26 per
gallon, outstanding Swaps covering 1 0 million gallons of fuel at a prica of $1 73 per gallon and outstanding Fuel Collars
for 4 8 million gallons of fuel with a weighted average call price of $2 04 per gallon and a weighted average put price of

$1 89 per gallon All outstanding FPCs, Swaps and Fuel Collars will be settlied within the current fiscal year If the price of
fuel remains at the May 31, 2007 leveil, the Company will pay $0 1 million less for diesel fuel during the remainder of fiscal
2007 than if the price of fuel had not been effectively fixed by these contracts

Other than a change in the amount of fuel subject to FPCs, Swaps and Fuel Collars, there have been no matenal changes
in market risk from the disclosures provided in “ltem 7A Quantitative and Qualtative Disclosures About Market Risk” as
set forth in the Company’s Form 10-K for the year ended August 31, 2006

Item 4. Controls and Procedures
The Company maintains a set of disclosure controls and procedures designed to ensure that infformation required to be
disclosed by the Company in reports that it files or submits under the Secunties Exchange Act of 1934 1s recorded,
processed, summanzed and reported within the time perieds specified in Secunties and Exchange Commission rules and
forms As of the end of the penad covered by this quarterly report, an evaluation was camed out under the supervision
and with the participation of the Company’s management, including its Chief Executive Officer and Chief Financial Officer,
of the effectiveness of its disclosure controls and procedures Based on that evaluation, the Company's Chief Executive
Officer and Chief Financial Officer have concluded that the Company's disclosure controls and procedures are effective
Duning the most recent fiscal quarter, there have not been any changes in the Company’s internal controls over financial
reporting or in other factors that have matenally affected, or are reasonably likely to matenally affect, the Company's
internal controls over financial reporting
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LAIDLAW INTERNATIONAL, INC

PART Il OTHER INFORMATION

item 1. Lega! proceedings

Contingent Liabilities Relating to Sale of EmCare Holdings, Inc and Amencan Medical Response, Inc

On February 10, 2005, the Company completed the sale to affillates of Onex Corporation {collectively, the “Purchaser”) of
EmCare Holdings Inc and its subsidianes and American Medical Response, Inc and its subsidiaries in accordance with
two Stock Purchase Agreements, each dated December 6, 2004, as amended {collectively, the “Stock Purchase
Agreements”)

On June 13, 2007, the Purchaser asserted claims against the Company under the Stock Purchase Agreements for
indemnification of potential tax habiites The Company is currently investigating this matter and at this juncture it 1s not
possible to predict the ultmate outcome of the Company’s investigaton, nor ts it possible to calculate the possible
financial exposure, If any, to the Company, pursuant to the terms of the Stock Purchase Agreements

Other

The Company 1s also a defendant sn vanous lawsuits and claims ansing in the ordmary course of business, primarily
cases Involving personal injury, property damage, environmental or employment related claims Some of these actions
are covered to varying degrees by insurance policies Based on an assessment of known claims and our histoncal clams
payout pattern, management believes that there 1s no legal proceeding either threatened or pending against us relating to
personal injury, property damage, environmental or employment related claims that would have a matenal adverse effect
on the Company

Item 1A. Risk factors

Tha trading price for our common stock Is close to the acquisition price per share proposed In the Merger
Agreement.
As a result of the proposed merger with FirstGroup, our common stock is currently trading at a level close to the
acquisition price If the Merger Agreement 1s terminated or the transaction fails to close, the trading price of our common
stock could decrease to a much lower level, particularly if the termination fee specified in the Merger Agreement Is
incurred

Significant fees may be incurred if the Merger Agreament is terminated under certain conditions.
The Merger Agreement contamns specified termination nghts and the Company could be required to pay FirstGroup a
termination fee of up to $78 million if the transaction was terminated under certain circumslances

Except for the additional risks described above, there have been no other matenal changes in the nsk factors provided in
Item 1A of the Company's Form 10-K for the year ended August 31, 2006

18




Table of Contents

Item 4. Submisslon of Matters to a Vote of Security Holders
A special meeting of stockholders was held on Apnl 20, 2007 to vote on Laidlaw's proposed merger with FirstGroup
Acquisttion Corporation, a wholly owned subsidiary of FirstGroup plc
The proposal passed with 66,213,837 votes for the proposal, 273,805 votes against the proposal, 4,108 votes abstained
and the remaming 12,892,747 shares were not voled
item 6 Exhibits
31 1 Pnncipal Executive Officer's Certificattons Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31 2 Pnncipal Financial Officer’s Certifications Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

321 Certfication Pursuant to 18 U S C § 1350 (Section 906 of Sarbanes-Oxley Act of 2002)
SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized

LAIDLAW INTERNATIONAL, INC

By /s/ Jeffrey W Sanders
Date July 6, 2007 Jeffrey W Sanders

Vice President, Chref Financial Officer
Duly Authonzed Officer and Principal
Financial Officer
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Exhibit 31 1
PRINCIPAL EXECUTIVE OFFICER’S CERTIFICATIONS PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Kevin E Benson, certify that

1 | have reviewed this quarterly report on Form 10-Q of Ladlaw International, Inc,

2 Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report,

3 Based on my knowledge, the financial statements, and other financial information included tn this report, farrly
present in all matenal respects the financial condition, resulis of operations and cash flows of the registrant as of, and for,
the periods presented in this report,

4 The registrant's other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have

a) Designed such disclosure controls and procedures, or caused such disclosure contrels and procedures to be
designed under our supervision, to ensure that matenal nformation relating 1o the registrant, including its consolidated
subsidianes, 1s made known to us by others within those entities, particularly during the penod in which this report i1s being
prepared,

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting pnnciples,

c) Evaluated the effecttveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation, and

d) Disclosed in this report any change in the registrant’s mternal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the reqistrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably hikely to matenally affect, the registrant's internal control over financial reporting, and

5 The registrant's other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions)

a) All significant deficiencies and matenal weaknesses in the design or operation of intemal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summanze and report
financial information, and

b) Any fraud, whether or not matenal, that mvolves management or other employees who have a significant role in the
registrant’s internal control over financial reporting

Date July 6, 2007 /s/ Kevin E Benson
Kevin E Benson
President and Chief Executive Officer




Exhibit 31 2
PRINCIPAL FINANCIAL OFFICER’S CERTIFICATIONS PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jeffrey W Sanders, certify that

1 | have reviewed this quarterly report on Form 10-Q of Lardlaw International, Inc ,

2 Based on my knowledge, this report dees not contain any unirue statement of a material fact or omit to state a
matensal fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report,

3 Based on my knowledge, the financial statements, and other financial nformation included in this report, fairly
present in all matenal respects the financial condition, results of operations and cash flows of the registrant as of, and for,
the periods presented in this report,

4 The registrant's other certifying officer(s) and | are responsible for establishing and maintaning disclosure controls
and procedures {(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)} and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have

a} Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that matenal information relating to the regisirant, including its consolidated
subsidianes, Is made known to us by others within those entites, particularly dunng the period in which this report 1s being
prepared,

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financtal reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting prnnciples,

c¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation, and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
matenally affected, or 1s reasonably likely to matenally affect, the registrant’s internal control over financial reporting, and

5 The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’'s auditors and the audit committee of the registrant's board of directors (or
persons performing the equivalent functions)

a) All significant deficiencies and maternial weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summanze and report
financial information, and

b) Any fraud, whether or not matenal, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting

Date July 6, 2007 Is! Jeffrey W Sanders
Jeffrey W Sanders
Vice President, Chief Financial Officer




Exhibit 32 1
CERTIFICATION PURSUANT TO
18 U S.C SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 908 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Laidlaw International, Inc (the "“Company™) on Form 10-Q for the quarter ended
May 31, 2007, as filed with the Secunties and Exchange Commission on the date hereof (the “Report’), each of the
undersigned officers of the Company certifies, pursuantto 18 U S C Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that, to such officer’s knowledge
(1) The Report fully comphes with the requirements of Section 13(a) or 15(d) of the Secunties Exchange Act of 1934,
and

(2} The nformation contained in tha Report farly presents, in all matenal respects, the financial condiion and results
of operations of the Company as of the dates and for the periods expressed in the Report

Date July 6, 2007

/s! Kevin E Benson
Name Kevin E Benson
Tile  President and Chief Executive Officer

/st Jeffrey W Sanders
Name Jeffrey W Sanders
Title  Vice President, Chief Financtal Officer

A signed original of this wnitten statement required by Section 906 has been provided to the Company and will be retained
by the Company and furnished to the Secunties and Exchange Commission or its staff upon request

The foregoing certification 1s being furnished solely pursuant to 18 U S C Section 1350 and 1s not being filed as a part of
this report or on a separate disclosure document

Created by 10KWizard www 10K Wizard comSource LAIDLAW INTERNATIONA, 10-Q, July 06, 2007



