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LAW OFTFICES

Fritz R. Kaun, P.C.

EIGHTH FLOOR
1920 N STREET, N.W.
WASHINGTON, D.C. 20036-1601

(202) 283-4152
FAX (202) 831-8330
e-mail: xiccgc@worldnet.att.net

April 6, 2005

VIA BAND DELIVERY - RETURN COPY

Hon. Vernon A. Williams Cf?i,-p?}'ls’?':‘n
Secretary e T
Surface Transportation Board Apy, .
1925 K Street, NW (7™ f1.) - iy
Washington, DC 20423-0001 P Reger,
Dear Secretary Williams:

This refers to STB Docket No. MC-F-20940, Laidlaw Inc. and Laidlaw Transit
Acquisition Corporation--Merger--Greyhound Lines, Inc., and to the decision of the Board,
served December 6, 2000.

Enclosed are eleven copies of the Form 10-K of Greyhound Lines, Inc., for the fiscal year
ended December 31, 2004.

An additional copy of this letter and its attachment are enclosed for you to stamp to
acknowledge your receipt of them and to return to me via the messenger.

If you have any question concerning the foregoing which you believe I may be able to
answer or if | otherwise can be of assistance, please let me know.

Sincerely yours,

e e

Fritz ahn

enc.

cc:  Rosalind A. Knapp, Esq.
Stephen E. Barber, Esq.
Roger W. Fones, Esq.
Theodore C. Knappen, Esq.
Mark E. Southerst, Esq.
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format.
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Co-Registrants

This Form 10-K is also being filed by the following entities. Except as set forth below, cach entity has the same principal
executive offices, zip code and telephone number as that set forth for Greyhound Lines, Inc. on the cover of this report:

L.LR.S. Employer Jurisdiction

Commission Identification of
Name File No. No. Incorp.
Atlantic Greyhound Lines of Virginia, Inc. 333-27267-01 58-0869571 Virginia
GLI Holding Company 333-27267-04 75-2146309 Dclaware
Greyhound de Mexico, S.A. de C.V. 333-27267-05 None Republic of

Mexico

Sistema Intcrnacional de Transporte de Autobuses, 333-27267-08 75-2548617 Delaware
Inc.
350 N. St. Paul Street, 10" Floor
Dallas, Texas 75201
(214) 849-8616
Texas, New Mexico & Oklahoma Coaches, Inc. 333-27267-10 75-0605295 Dclaware
1313 13th Street
Lubbock, Texas 79408
(806) 763-5389
T.N.M. & O. Tours, inc. 333-27267-11 75-1188694 Texas
(Same as Texas, New Mexico & Oklahoma
Coaches, Inc.)
Vermont Transit Co., Inc. 333-27267-12 03-0164980 Vermont

345 Pine Street
Burlington, Vermont 05401
(802) 862-9671

As of December 31, 2004, Atlantic Greyhound Lines of Virginia, Inc. had 150 shares of common stock outstanding (at a
par value of $50.00 per sharc); GLI Holding Company had 1,000 shares of common stock outstanding (at a par valuc of
$0.01 per share); Greyhound de Mexico, S.A. de C.V. had 10,000 shares of common stock outstanding (at a par value of
$0.10 Mexican currency per share); Sistema Internacional de Transporte de Autobuses, Inc. had 1,000 shares of common
stock outstanding (at a par value of $0.01 per share); Texas, New Mexico & Oklahoma Coaches, Inc. had 1,000 shares of
common stock outstanding (at a par value of $0.01 per share); TN.M. & O. Tours, Inc. had 1,000 shares of common
stock outstanding (at a par value of $1.00 per share); and Vermont Transit Co., Inc. had 505 sharcs of common stock
outstanding (no par valuc). Each of the above named co-registrants (1) have filed all reports required to be filed by
Scction 13 or 15(d) of the Sccurities Exchange Act of 1934 during the preceding 12 months (or for such shorter period
such co-registrant was required to file such reports), and (2) have been subject to such filing requirements for the past 90
days.
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Risks Associated with Forward-Looking Statements Included in this Form 10-K

Statements in this Form 10-K that are not purely historical facts, including statements regarding beliefs,
expectations, intentions, projections or strategies for the future of Greyhound Lines, Inc. and subsidiaries (the
“Company”), may be "forward-looking statements" under the Private Securities Litigation Reform Act of 1995. All
forward-looking statements involve risks and uncertainties that could cause actual results to differ materially from the
plans, intentions and expectations reflected in or suggested by the forward-looking statements. Such risks and
uncertainties include, among others, the general economic condition of the United States and the future level of bus
travel demand; the impact of future terrorist incidents; operational disruptions as a result of bad weather; the
Company's future yields; increased costs for security; the cost and availability of excess insurance coverage and the
Company’s ability to retain authority to self-insure; the impact of changes in fuel prices; the Company’s ability to meet
the requirements of the Americans with Disabilities Act in October, 2006; the effect of future Government regulations;
potential pension plan funding requirements; changing credit markets; the Company’s ability to achieve its forecasted
results; disruptions to the Company’s operations as a result of forced relocations of terminals or garages or loss of use
of terminals or garages due to condemnation or lease terminations; and other factors described from time to time in the
Company’s publicly available Securities and Exchange Commission filings. The Company undertakes no obligation to
publicly update or revise any forward-looking statements to reflect events or circumstances that may arise after the date
of this filing.




PART 1
ITEM 1. BUSINESS

General

Greyhound Lines, Inc. and subsidiaries (“Greyhound” or the “Company”) is the only nationwide provider of
scheduled intercity bus transportation services in the United States. The Company serves the value-oriented customer,
offering scheduled passenger service to more than 2,200 destinations with a flect of approximately 2,700 buses and
approximately 1,400 sales locations. The Company also provides package express service, travel services and, in some
terminals, food service. For the year ended December 31, 2004, the Company generated total operating revenues of
$956.7 million.

The Company serves a diverse customer base, consisting primarily of low to middle income passengers from a
wide variety of ethnic backgrounds. The demographic groups that make up the core of the Company's customer base
are growing at rates faster than the U.S. population as a whole. The Company believes that it is uniquely positioned to
serve this broad and growing market because (i) the Company's operating costs, which are lower on an available-seat-
mile basis than other modes of intercity transportation, enable it to offer passengers everyday low prices, (ii) the
Company offers the only means of regularly scheduled intercity transportation in many of its markets, and (iii) the
Company provides additional capacity during peak travel periods to accommodate passengers who lack the flexibility
to shift their travel to off-peak periods.

In 1999, the Company became a wholly-owned subsidiary of Laidlaw Inc.

On June 28, 2001, Laidlaw Inc. and certain of its affiliates filed voluntary petitions for reorganization under the
U.S. Bankruptcy Code and the Canada Companies’ Creditors Arrangement Act. Neither Greyhound, nor any of its
subsidiaries were included in, or made party to, these reorganization filings and proceedings.

In June 2003, Laidlaw Inc. emerged from the court-supervised reorganization process and completed an internal
corporate restructuring, in which Laidlaw International, Inc., a Delaware corporation, acquired all of the assets of
Laidlaw Inc., a Canadian corporation. Laidlaw International, Inc. and its predecessor Laidlaw Inc. are referred to as
“Laidlaw.”

Markets

Passengers. While the Company's major passenger markets are large metropolitan areas, its business is
geographically fragmented, with the 1,200 largest origin/destination city pairs producing approximately 50% of ticket
sales. Demographic studies have shown that the Company's potential riders are concentrated in the northeastern,
southern and industrial mid-western United States, as well as Texas and California. The typical passenger travels to
visit fricnds and relatives and generally has an annual income below $35,000. In many cases, the Company's
passcngers report that they own automobiles considered sufficiently reliable for a trip of a similar distance, but travel
by bus because they are traveling alone or because of the lower cost of bus travel. The majority of the Company's
customers usually make the decision to take a trip only a short time before actually traveling and, for the most part, pay
cash for their tickets one to three days before the day of departure.
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Package Express. The Company’s package express service targets commercial shippers and delivery companics
that require rapid delivery of small parcels, typically between 100 and 500 miles. The Company’s product offerings
include standard delivery, which is the traditional low-value, terminal-to-terminal delivery product, as well as priority
and same day delivery, which are the premium priced products typically delivered door to door. The Company
satisfies the door-to-terminal/terminal-to-door portion of priority and same day deliveries principally through
relationships with over 300 courier companies, which serve over 400 markets. Shipments include automotive repair
parts, wholesale foods, computer parts and forms, fresh flowers, optical, medical and dental supplies, architectural and
legal documents and pharmaceutical products. With its extensive network and multiple schedules, the Company is able
to provide expedited service for shipments less than 500 miles with most shipments arriving at their destination on the
same day they are shipped or by 8:00 a.m. the following morning. The Company also provides local courier services
through its subsidiaries in two metropolitan markets: Minneapolis, MN and Chicago, IL.

Food Service. The Company's food service division gives passengers the ability to purchase food, gifts and logo
merchandise in over 50 terminal locations. In addition to cafeteria-style restaurants, convenience store type “grab and
go” facilities and gift shops, the Company also offers national brand concepts such as KFC and Pizza Hut.

Travel Services. The Company offers charter and tour services (“travel services™) principally for group travel to
and from specific events, such as concerts, sporting events, casinos and conventions. Generally the passenger business
provides the bus and driver resources for these travel services on an “as available” basis, such that resources are often
only available in off-peak periods, generally weekdays outside of the peak summer and holiday periods. However, the
Company has also established dedicated bus and driver resources for travel services operations in certain cities so that
the operations in these cities are not completely dependent on resource availability from the passenger business and
are, accordingly, able to offer travel services on the weekends and in the summer. Additionally the Company operates
“meet and greet” services for cruise lines at four ports in the United States. The “meet and greet” service consists of
meeting cruise line passengers (usually at airports) and transferring these passengers and their baggage to and from
cruise ships.

Marketing and Advertising

The Company's marketing and advertising philosophy is geared toward stimulating travel through price awareness,
improving the awareness and image of Greyhound among potential customers and inducing first-time and repeat travel.
The Company uses various means to advertise its passenger travel business including radio, television, the internet, and
targeted print media. Additionally, the Company offers convenient around-the-clock fare and schedule quotations via a
toll-free telephone number through its telephone information centers and through the Company’s internet web site.

Operations

The Company utilizes approximately 120 company-operated bus terminals and approximately 1,300 agency-
operated terminals and/or sales agencies. Maintenance garages are maintained at 25 strategic locations and are
supplemented by company and third party-operated service islands and fueling points. The Company currently has
approximately 3,800 drivers based in approximately 100 different locations across the country. In the Greyhound
Lines unit, drivers report to either driver supervisors or city managers who are organized into nine districts reporting to
district managers of ficld operations. The nine districts are grouped into East and West regions, which are each headed
by a general manager to whom the district managers report. The scheduling and dispatch of the buses and drivers is a
centralized function that coordinates with the districts in the planning and execution of daily operations. The flexing of
capacity to meet demand is accomplished through the management of national dispatch operations for equipment and
drivers, rental of additional buses and drivers to cover peak demand periods, planning and coordinating extra sections
with the districts and analyzing and implementing pooling and through service arrangements with other carriers.
Annual planning of the fleet size and driver requirements by location is also centralized. Subsidiaries of Greyhound
Lines independently coordinate and manage their own driver and fleet resources.




|

|

|

Information technology is an integral component of the Company's operations. The Company's information
systems support, among other things, its web site, scheduling and pricing, dispatch, operations planning, bus
maintenance, telephone information centers, customer service, point of sale, payroll and finance functions. As of
December 31, 2004, the Company's automated fare and schedule quotation and ticketing system, called TRIPS, was in
use at 464 locations.

Competition

Passengers. The transportation industry is highly competitive. The Company's primary sources of competition for
passengers are automobile travel, low cost air travel from both regional and national airlines, and, in some markets,
regional bus companies and trains. Typically, the Company's customers decide to travel only a short time before their
trip and purchase their tickets within three days of the day of travel. The Company's everyday low pricing strategy
usually results in "walk-up" fares substantially below comparable airline fares. In instances where the Company's fares
exceed an airline discount fare, the Company believes the airline fares are temporary or are typically more restrictive
and less readily available than fares offered by the Company. However, the Company also utilizes advance purchase
discount programs in order to attract the price sensitive customer. Price, destination choices, service and convenient
schedules are the ways in which the Company meets this competitive challenge.

The automobile is the most significant form of competition to the Company. The out-of-pocket costs of operating
an automobile are generally less expensive than bus travel, particularly for multiple persons traveling in a single car.
The Company meets this competitive threat through price and convenient scheduling.

Additionally, the Company experiences competition from regional bus companies and small local bus companies
that cater to particular ethnic groups. In the Northeast travel corridors, low-cost Asian carriers offering extremely low
fares have continued to grow. These carriers generally have curbside operations, loading passengers on the city streets,
and operate high frequencies between major cities such as Boston, New York, Philadelphia and Washington. Price,
frequency of service, and convenient scheduling are the current strategies of the Company to meet this competition.

Competition by U.S.-based bus and van operators for the market represented by Spanish speaking customers in the
U.S. is growing. Barriers to entry into the regular-route cross-border bus market between the U.S. and Mexico have
been reduced under the North American Free Trade Agreement (“NAFTA”), although entry into either market is still
regulated by the respective U.S. and Mexican regulatory authorities. The U.S. Department of Transportation (“DOT”)
has issued a series of rules establishing the process that Mexican-domiciled companies must follow to obtain authority
to perform cross-border bus operations into the United States. These rules require Mexican companies to comply with
all U.S. safety requirements and labor and immigration laws. Although the DOT could commence the process for
allowing Mexican-domiciled companies to perform cross-border services into the United States, DOT has not yet taken
formal action to allow such cross-border services. Once such action occurs, the Company could experience significant
new competition on routes, to, from and across Mexican border points. In addition to bringing new competition, the
Company believes that the changes under NAFTA will increase the volume of bus travel along both sides of the border
and provide the Company with a growth opportunity. The Company believes that the most effective way to service
passengers in this market is through ventures or ticket selling arrangements with Mexico-based bus catriers. The
Company has established a separate operating subsidiary that, through these ventures, provides through-bus service at
most major gateways between the United States and Mexico. Additionally, in some of its terminals Greyhound Lines
sells tickets for travel in Mexico on Mexico-based carriers’ tickets and Mexico-based carriers sell tickets for travel in
the U.S. on Greyhound Lines in certain of their terminals in Mexico.

Package Express. The Company faces intense competition in its package express service from local courier
services and overnight express and ground carriers. The Company continues to develop programs to meet this
competition and further develop its package express business. These programs focus on system upgrades to improve
service, billing and tracking for its customers, localized marketing strategies, and local, regional or national alliances
with, or acquisitions of, pick up and delivery carriers. Due to the incremental nature of the package express business,
the Company is able to provide same-day intercity package express service at distances of up to 500 miles at a
substantially lower price than those charged by other delivery services.
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Food Service. The captive nature of the food service operations in the Company's terminals limits competition;
however, in some locations proximity of terminals to fast food outlets and convenience stores can pose a competitive
factor.

Travel Services. Charter services are provided by several thousand local operators as well as a few regional
carriers.  Pricing, type of equipment and consistency in service are the principal factors both in generating new
business and retaining existing customers. The Company principally competes based upon price and consistency of
service in order to meet the customers’ demands.

Operating Environment

The Company’s business is affected by changes in economic conditions, consumer preferences and spending
patterns, medical and wage inflation, demographic trends, consumer perceptions of transportation safety, costs of
safety, security and environmental measures, road congestion and the weather. Following the September 11, 2001
terrorist attacks the Company increased its spending for safety and security in the bus terminals. Additionally, it is
possible that the Transportation Security Administration (“TSA™) could mandate security procedures that exceed the
level currently provided by the Company further increasing costs. Past terrorist acts and incidents on buses, or
perceptions about future attacks have and could continue to adversely affect the demand for the Company’s services.

Seasonality

The Company's business is seasonal in nature and generally follows the pattern of the travel industry as a whole,
with peaks during the summer months and the Thanksgiving and Christmas holiday periods. As a result, the
Company's cash flows are also seasonal with a disproportionate amount of the Company's annual cash flows being
generated during the peak travel periods. Therefore, an event that adversely affects ridership during any of these peak
periods could have a material adverse effect on the Company's financial condition and results of operations for that
year. The day of the week on which certain holidays occur, the length of certain holiday periods, and the date on which
certain holidays occur within a fiscal quarter, may also affect the Company's quarterly results of operations.

Workforce

At March 1, 2005, the Company employed approximately 9,700 workers, consisting of approximately 3,100
terminal employees, 3,800 drivers, 900 supervisory personnel, 700 mechanics, 400 telephone information agents, and
800 clerical workers. Of the total workforce, approximately 7,900 are full-time employees and approximately 1,800
are part-time employees.

At March 1, 2005, approximately 45% of the Company's employees were represented by collective bargaining
agreements. The Amalgamated Transit Union (the "ATU") represents approximately 3,700 of the Company's
employees, including drivers, about half of the Company’s mechanics and terminal workers in three locations. The
largest ATU agreement (“ATU 1700”) covers the drivers and maintenance employees and expires on January 31,
2007.

The International Association of Machinists and Aerospace Workers (the "IAM") represents approximately 300 of
the Company's employees, including the remaining mechanics. The IAM agreements expire on September 30, 2007.
The Company also has bargaining agreements with the International Brotherhood of Teamsters, which represent
approximately 100 employees at three terminal locations and the United Transportation Union, which represents
approximately 200 employees at two of the Company's subsidiaries.

Trademarks

The Company owns the Greyhound name and trademarks and the "image of the running dog" trademarks
worldwide. The Company believes that this name and the trademarks have substantial consumer awareness.
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Government Regulation

The Federal Motor Carrier Safety Adminstration. As a motor carrier engaged in interstate, as well as intrastate,
transportation of passengers and express shipments, the Company is, and must remain, registered with the DOT’s
Federal Motor Carrier Safety Administration (“FMCSA™). Failure to maintain a satisfactory safety rating, designate
agents for service of process or to meet minimum insurance requirements, after notice and opportunity to remedy, may
result in the FMCSA's ordering the suspension or revocation of the Company’s authority to render transportation
services. FMCSA regulations also govern the qualifications, duties and hours of service of drivers, the standards for
vehicles, parts and accessories, the maintenance of records and the submission of reports pertaining to the Company's
drivers, buses and operations. The Company is subject to periodic and random inspections and audits by the FMCSA
or, pursuant to cooperative arrangements with the FMCSA, by state police or officials, to determine whether the
Company's drivers, buses and records are in compliance with the FMCSA's regulations. The Company, from time to
time, has been cited by the FMCSA or state authorities for non-compliance with regulations but, nevertheless, has
retained a satisfactory safety rating. The Company has also been authorized by the FMCSA to partially self-insure its
bodily injury and property damage liability. See "Insurance Coverage." The FMCSA also administers regulations to
assure compliance with vehicle noise and emission standards prescribed by the Environmental Protection Agency (the
"EPA"). All of the buses in the Company's fleet contain engines that comply with, or are exempt from compliance
with, EPA regulations, but, on occasion, the Company has been cited and fined for non-compliance with noise or
emission standards.

Surface Transportation Board. The Company is also regulated by the DOT's Surface Transportation Board (the
"STB"). The STB must grant advance approval for the Company to pool operations or revenues with another
passenger carrier. The STB, moreover, must authorize any merger by the Company with, or its acquisition or control
of, another motor carrier of passengers. The Company must maintain reasonable through routes with other motor
carriers of passengers, and, if found not to have done so, the STB can prescribe them. The Company is party to certain
agreements, which are subject to STB authorization and supervision.

State Regulations. As an interstate motor carrier of passengers, the Company may engage in intrastate operations
over any of its authorized routes. By federal law, states are pre-empted from regulating the Company's fares or its
schedules, including the withdrawal of service over any interstate route. However, the Company's buses remain subject
to state vehicle registration requirements, bus size and weight limitations, fuel sales and use taxes, vehicle emissions,
speed and traffic regulations and other local standards not inconsistent with federal requirements.

Other. The Company is subject to regulation under the Americans with Disabilities Act (the “ADA”) pursuant to
regulations adopted by the DOT. The regulations require that all new buses acquired by the Company for its fixed
route operations must be equipped with wheelchair lifts. Additionally, by October 2006, one-half of the Company’s
fleet involved in fixed route operations will be required to be lift-equipped, and by October 2012, such fleet will need
to be entirely lifi-equipped. The regulations do not require that existing buses be retrofitted with lift equipment, nor do
the regulations require the purchase of accessible used buses. Currently the added cost of a built-in lift device in a new
bus is approximately $40,000 plus the Company incurs additional maintenance and employee training costs. Passenger
revenues could also be impacted by the loss of seating capacity when wheelchair passengers are on the bus, partially
offset by potentially increased ridership by disabled persons. At December 31, 2004, approximately 19% of the
Company’s fleet used in fixed route operations was wheelchair lift-equipped. The Company currently plans to meet
the October 2006 requirement through a combination of retrofitting existing buses, purchasing new wheel chair lift
equipped buses and reducing the size of the fleet in conjunction with the implementation of its long-range strategic
plan.
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Following the September 11, 2001 terrorist attacks the Company increased its spending for safety and security in
the bus terminals. Limited government assistance, in the form of grants, is being offered to the bus industry. In August
2003, the Company received a grant of approximately $10.1 million from the TSA for the period ending March 17,
2005. The grant provides reimbursement for incremental spending on safety and security-related initiatives such as:
increased passenger screening in the bus terminals, bomb detection devices, installation of protective shields in the
driver compartment of buses and installation of “on-board” communication devices. In September 2004, the Company
received an additional grant of approximately $2.3 million for the period through September 30, 2005 for onboard
communications and terminal security upgrades. Although the Company has received these two grants, there can be no
assurance that additional grants will be extended in the future.

Insurance Coverage

The Company maintains comprehensive automobile liability, general liability, worker’s compensation and
property insurance to insure its assets and operations. Prior to September 2001, the Company purchased its insurance
from Laidlaw with coverage subject to a $50,000 deductible for property damage claims and no deductible for auto
liability, workers’ compensation or general liability claims. Between September 1, 2001 and August 31, 2003, the
Company began purchasing coverage from third-party insurers for claims up to $5.0 million subject to a $3.0 million
per occurrence deductible or self insured retention for automobile liability and a $1.0 million per occurrence deductible
or sclf insured retention for workers’ compensation and general liability. Effective September 1, 2003, the coverage
for all claims is subject to a $3.0 million per occurrence deductible or self insured retention. The Company purchases
excess coverage for automobile liability, general liability and workers' compensation insurance through Laidlaw for
claims which exceed $5.0 million. The Company also continues to purchase from Laidlaw coverage for physical
damage to Company property and business interruption subject to a $100,000 per occurrence deductible.

The FMCSA has authorized the Company to self-insure its automobile liability exposure for interstate passenger
service up to $3.0 million per occurrence. To maintain self-insurance authority, the Company is required to provide
periodic financial information and claims reports, maintain a satisfactory safety rating by the FMCSA, a tangible net
worth of $10.0 million and a trust fund, initially set at $15 million, to provide security for payment of claims. At
December 31, 2002, and continuing to date, the Company’s tangible net worth has fallen below the minimum required
by the FMCSA to maintain self-insurance authority. The FMCSA granted waivers of the tangible net worth
requirement through December 31, 2005, and, as a condition of the waivers, the Company has been required to
increase the self-insurance trust fund to the greater of $17.7 million or 110% of the estimated unpaid liability for self-
insured claims.

Insurance coverage and related administrative expenses are key components of the Company’s cost structure.
Additionally, the Company is required by the FMCSA, some states and some of its insurance carriers to maintain
collateral deposits or provide other security pursuant to its insurance program. At December 31, 2004, the Company
maintained $50.4 million of collateral deposits (including $37.3 million in the FMCSA trust fund) and had issued
$53.7 million of letters of credit in support of these programs. See Note 8 to the Consolidated Financial Statements.
The loss or further modification of self-insurance authority from the FMCSA or a decision by the Company’s insurers
to modify the Company’s program substantially, by either increasing cost, reducing availability or increasing collateral,
could have a material adverse effect on the Company’s liquidity, financial condition and results of operations.
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Environmental Matters

The Company may be liable for certain environmental liabilities and clean-up costs at the various facilities
presently or formerly owned or leased by the Company. Based upon surveys conducted solely by Company personnel
or its experts, 28 active and 21 inactive locations have been identified as sites requiring potential clean up and/or
remediation as of December 31, 2004. Additionally, the Company is potentially liable with respect to five active and
seven inactive locations which the EPA has designated as Superfund sites. The Company, as well as other parties
designated by the EPA as potentially responsible parties, face exposure for costs related to the clean up of those sites.
Based on the EPA's enforcement activities to date, the Company believes its liability at these sites will not be material
because its involvement was as a de minimis generator of wastes disposed of at the sites. In light of its minimal
involvement, the Company has been negotiating to be released from liability in return for the payment of nominal
settlement amounts.

The Company has recorded a total environmental liability of $4.6 million at December 31, 2004 of which
approximately $0.7 million is indemnifiable by the predecessor owner of the Company’s domestic bus operations, now
known as Viad Corp. The environmental liability relates to sites identified for potential clean up and/or remediation
and represents the present value of estimated cash flows discounted at a rate commensurate with the interest rate on
monetary assets that are essentially risk free and have a maturity comparable to the underlying liabilities. As of the
date of this report, the Company is not aware of any additional sites to be identified, and management believes that
adequate accruals have been made related to all known environmental matters.

Code of Ethics

The Company has adopted a written code of ethics, "Code of Business Conduct and Ethics" which is applicable to
all employees of the Company, including the Company’s Chief Executive Officer, principal financial officer, principal
accounting officer and controller (or persons performing similar functions) (collectively, the "Financial Officers"). In
accordance with the rules and regulations of the Securities and Exchange Commission, a copy of the Code of Business
Conduct and Ethics is publicly available on the website of the Company’s parent company, Laidlaw, at
www.laidlaw.com. The Company intends to disclose any amendments to or waivers from the code of ethics applicable
to any Financial Officer of the Company on Laidlaw’s website at www.laidlaw.com. The Company will provide, at no
cost, a copy of the Code of Business Conduct and Ethics upon request in writing to P.O. Box 660362, Dallas, Texas
75266-0362, Attention: Investor Relations. The information on the Laidlaw website is not incorporated into, and is not
part of, this report.

ITEM 2. PROPERTIES

Land and Buildings

At December 31, 2004, the Company used 521 parcels of real property in its operations, of which it owned 160
properties and leased 361 properties. Of those properties, 385 are bus terminals, 30 are maintenance facilities, 26 are
terminal/maintenance facilities, and the remaining properties consist of driver dormitories, parking/storage lots,
office/storage/warehouse buildings and telephone information centers. These properties are located throughout the
United States and in select locations in Canada and Mexico. Where practical, the Company attempts to locate its
terminals in state or federally funded intermodal facilities. The Company currently operates in approximately 110 of
such facilities.

The Company believes, in general, that the current makeup of its properties is adequate for its operations.
However, the Company must occasionally relocate its facilities, permanently or temporarily, when it sells a parcel,
when leases are not renewed or are terminated, or when owned or leased properties are taken through eminent domain
proceedings by government authorities. The Company is also subject to local zoning restrictions that can limit the
Company’s ability to expand a location or relocate to a new facility. In the case of publicly funded facilities, the
relocation can be affected by funding availability and site selection and urban planning considerations. Although there
can be no assurance, based on its recent experience, the Company believes that it will be able to find suitable
replacement properties on acceptable terms for any properties the Company chooses to replace or expand, or which are
condemned, or for which leases are not renewed or are otherwise terminated.
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The Company operates out of its largest sales location, the Port Authority Bus Terminal of New York (the “Port
Authority”) on a month-to-month basis pursuant to several lease agreements and a license agreement. Although the
Company has reached agreement with the Port Authority on the terms of new long-term lease and license agreements
and expects to operate out of its existing space in the Port Authority for the foreseeable future, because the Port
Authority has not yet executed new long-term agreements, the Port Authority could terminate its agreements with the
Company upon 30-day notice at any time. If the Port Authority were to require the Company to relocate, such
relocation could result in an increase in the costs to operate out of the Port Authority and potentially impact ticket and
food service revenues.

Fleet Composition and Bus Acquisitions

During 2004, the Company took delivery of 38 new and used buses, and retired 96 buses, resulting in a fleet of
2,748 buses at December 31, 2004, of which the Company owned 1,247 buses and leased an additional 1,501 buses.
Because of the declines in bus miles over the last several years, the Company believes it currently has approximately
150 excess buses in its fleet and will be disposing of these buses in the ordinary course of business during the next
year. The average age of the Company’s bus fleet, excluding the excess buses increased to 7.7 years at December 31,
2004, compared to 7.2 years at December 31, 2003 and 6.6 years at December 31, 2002. Although the Company
believes the current fleet age is adequate for its operations, the Company’s experience indicates that older buses are
less reliable and more costly to operate than newer buses. Additionally, older buses with older engines are generally
less fuel-efficient than newer buses and, because older buses require maintenance on a more frequent basis, an older
fleet results in an increase in the number of buses required to operate the business.

Motor Coach Industries, Inc. or its affiliate, Motor Coach Industries Mexico, S.A. de C.V., hereafter referred to
collectively as “MCI”, produced all but 60 of these buses. The Company is party to a long-term supply agreement with
MCI. The agreement extends through 2007, but may be canceled at the end of any year upon six months notice. If the
Company decides to acquire new buses, the Company and its affiliates must purchase at least 80% of its new bus
requirements for 40 foot and larger coaches from MCI pursuant to the agreement.

ITEM 3. LEGAL PROCEEDINGS

On September 20, 2004, Greyhound responded to proceedings brought in Georgia state court seeking to enforce a
default garnishment judgment on funds in a Greyhound bank account. This action stemmed from an October 1995
default judgment in the amount of approximately $7 million (the “1995 Judgment”) against Gary Jones, a former
consultant to Greyhound. More than four years later, in October 2000, the plaintiff who obtained the 1995 Judgment
(the “Plaintiff”) began garnishment proceedings against Greyhound in Georgia state court seeking to recover amounts
owed to Gary Jones, who then allegedly owed the Plaintiff the amount of approximately $11 million based on the 1995
Judgment plus post-judgment interest. On May 2, 2001, a default judgement for $11 million was entered by the
Georgia state court against Greyhound. On March 10, 2005, Greyhound settled this matter for an immaterial amount
and has reflected the cost of the settlement as a component of non-operating income in its Consolidated Statements of
Operations for the year ended December 31, 2004,

The Company is also a defendant in various lawsuits arising in the ordinary course of business, primarily cases
involving personal injury and property damage claims and employment-related claims. Although these lawsuits
involve a variety of different facts and theories of recovery, the majority arise from traffic accidents involving buses
operated by the Company. The vast majority of these claims are covered by insurance for amounts in excess of the
deductible portion of the policies. Management believes that there are no proceedings either threatened or pending
against the Company relating to such personal injury, property damage and employment-related claims that, if resolved
against the Company, would materially exceed the amounts recorded as estimated liabilities by the Company.

For information relating to certain environmental matters relating to the Company, see "ltem 1. Business -
Environmental Matters."
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PART II

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

All of the Company’s outstanding common stock is held by a subsidiary of Laidlaw and, therefore, the common
stock is not traded on any established public trading market. The Company has not paid dividends in the past and,
furthermore, the indenture governing the Company’s 11%% Senior Notes and the agreement governing the Company’s
revolving credit facility limit the ability of the Company to pay dividends. At December 31, 2004, under the most
restrictive of the agreements, no dividends could be paid by the Company.




ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Business Overview

Greyhound is the only nationwide provider of scheduled intercity bus transportation services in the United States.
The Company operates as one business segment with the primary business consisting of scheduled passenger service,
package express service and food service at certain terminals. At December 31, 2004, the Company's operations
included a nationwide network of terminal and maintenance facilities utilizing a fleet of approximately 2,700 buses. At
December 31, 2004, the Company used a network of approximately 1,400 sales locations, offering the customer the
ability to travel to more than 2,200 destinations in North America.

The Company’s business is seasonal in nature and generally follows the travel industry as a whole, with peaks during
the summer months and the Thanksgiving and Christmas holiday periods. As a result, the Company’s operating cash
flows are also seasonal with a disproportionate amount of the Company’s annual operating cash flows being generated
during the peak travel periods. The day of the week on which certain holidays occur, the length of certain holiday
periods, and the date on which certain holidays occur within the fiscal quarter, may also affect the Company’s quarterly
results of operations.

The following discussion and analysis presents factors which affected the Company’s consolidated results of
operations for the year ended December 31, 2004 and the Company’s consolidated financial position at December 31,
2004. The following information should be read in conjunction with the Consolidated Financial Statements and Notes
thereto.

2004 Overview

During 2004, the Company began implementing its long-range strategic plan in the passenger business and
continued to stabilize the business through its initiatives to enhance yield, reduce marginally profitable bus miles and
reduce operating and general and administrative costs. These initiatives resulted in a 6.8% increase in revenue per mile
and a $3.7 million increase in operating income. The improvement in operating income occurred despite a decline in
revenuce of approximately $18.8 million or 1.9% and an increase in fuel price, causing a cost increase of $14.8 million
compared to the prior year.

In August 2004, the Company implemented the first phase of its long-range strategy for the passenger business. In
general, the strategy is to more efficiently serve areas where customer demand is greatest through a smaller, simpler
network of routes that is short-and medium-haul focused, but that can still provide affordable service to long-haul
passengers. The initial implementation occurred in the Northwest region of the United States, roughly between
Chicago and Seattle, and involved the elimination of approximately 10 million annual bus miles, 260 sales locations
and modifications of other routes to provide a better service pattern for customers. The implementation of the strategy
in the Northwest resulted in improved revenue per mile in the region and, accordingly, an improvement in the
estimated operating income from the region.

The Company will complete the implementation of the second phase of its strategy in early April 2005 in the
Southwest region of the U.S., defined as the states of California, Nevada, Arizona, New Mexico, Texas, Oklahoma,
Louisiana and Arkansas. In this region, the Company will eliminate approximately 23 million annual bus miles, 174
sales locations and approximately 575 jobs. Because most of the locations being eliminated are agent-owned locations
and many of the eliminated jobs are not eligible for severance pay, the Company expects to record an insignificant
charge during the first quarter of 2005 for severance, real estate lease terminations and other implementation costs.
The Company will continue to implement the strategy in phases and expects to be complete in eighteen months to two
years.
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During 2004, the Company entered into new collective bargaining agreements with its two principal labor unions.
In March 2004, the Company entered into a new three-year agreement with the Amalgamated Transit Union, Local
1700, that covers all of the Company’s drivers and half of its mechanics. In October 2004, the Company entered into
new three-year agreements with the International Association of Mechanics and Aerospace Workers union that covers
the remaining mechanics. As a result of these new three-year agreements, the Company should have a stable labor
environment for the next several years. Additionally, during the year, the Company extended its Revolving Credit
Facility for two years to October 2006.

In summary, management continued its focus on making improvements to further stabilize the Company in the
short-term, implemented the first phase of its long-range strategy and completed the planning for implementation of the
second phase of its strategy. The Company will continue this dual focus as substantial needs for capital expenditures
and debt service requirements mandate that the Company continue to significantly improve operations and financial
results.

Results of Operations

The following table sets forth the Company's results of operations as a percentage of total operating revenues for
2004, 2003 and 2002:

Years Ended December 31,
2004 2003 2002

Operating Revenues
PaSSENZEr SEIVICES ....couiiiiiiririiiiiiietnt ettt ces et ettt neereneoee 84.8% 85.2% 85.7%
Package express..... . 4.1 4.0 4.0

Food services...... 39 4.1 43
Other operating revenues.......... . 7.2 6.7 6.0
Total Operating Revenues............ccocirviiiiiiviiiceiccccsneecienne 100.0 100.0 100.0
Operating Expenses
MaINENANCE. ...ttt 10.6 10.9 10.2
TrANSPOITALION. .. ...ttt ettt e e ebe s eb s et seennenes 24.5 25.1 24.7
Agents’ commissions and Station COSES..........ccveowrrivreiiieeineeriecreeenieens 17.7 18.2 18.5
Marketing, advertising and traffic . 2.7 2.7 2.8
Insurance and Safety.........co.ooiiiiiiiiiin e 7.8 7.5 7.8
General and admINIStrative ..........cccovviiiiiiniicieicicrce e 13.4 12.9 12.7
Depreciation and amortization 6.3 5.6 5.1
Operating taxes and licenses... 5.8 6.1 6.2
Operating rents .......c..ccoeceenenns 8.0 8.2 8.1
Cost of goods sold — fo0d SErVICes .........ccocinuiiviiiniiiiicicns 2.5 2.6 2.8
Other Operating EXPENSES . .......ccvoveuimerreuereriiereiieresesiieseseseeenesesseeseseseessenenes 0.7 0.6 0.7
Total Operating Expenses... 100.0 100.4 99.6
Operating Income (10SS) ......cooiiiiiiiiiiiiiiii e 0.0 (0.4) 0.4
Non-Operating INCOME ..ottt (0.2) 0.0 0.0
Interest Expense ............ 2.6 2.5 2.6
Income Tax Provision 0.0 0.1 53
MINOTILY INEEIESES ..ottt et ere e 0.0 0.0 (0.2)
Cumulative Effect of Change in Accounting for Goodwill 0.0 0.0 4.0
INEE LOSS oottt 2% _3.0)0% (11.3)%
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The following table sets forth certain key operating data used by management in assessing the Company’s
performance for 2004, 2003 and 2002. Certain statistics have been adjusted and restated from those previously

published to provide consistent comparisons.

Years Ended December 31,

2004 2003 2002
Regular Service Miles (000°S)............co.omiieieeeeeeeeeeeee oo 279,891 304,828 333,154
Total Bus Miles (000°s) ........ . 288,442 313,337 341,071
Passenger Miles (000°S) ....eucueivnreieieircoeeeeeeeeeess e, . 7,298,028 7,963,086 8,739,581
Passengers Carried (000°S)......ooooeovieroeoeeooeoeoeoeeooo . 21,211 21,920 23,283
Average Trip Length (passenger miles + passengers carried) ....coceverirennnnn. 344 363 375
Load (avg. number of passengers per regular service mile) ............c.............. 26.1 26.1 26.2
Load Factor (% of available seats filled)............................ . 51.2% 51.5% 52.1%
Yield (passenger services revenue + passenger miles) . 0.1112  § 0.1043 $ 0.0972
Average Ticket PriCe....c...ccureeieriieieice oo . 3826 3 37.89 % 36.50
Total Revenue Per Total Bus Mile ..............oouoomoeeeeeeeeeooeeeeeeeeeeee, 332§ 311§ 291
Cost per Total Bus Mile:
MaIntenance.............c..c.cecuiiinieies e $§ 0350 $ 0339 § 0.296
Transportation, excluding fuel............ooouiueiiioiiiiiiieceeeee e $ 0612 $ 0632 $ 0597
FUET ..ot $ 0200 $ 0149 $ 0.122
Insurance and Safety..........ccooevieuieiiieiiie oo $ 0260 $ 0232 § 0.226

Year ended December 31, 2004 Compared to Year ended December 31, 2003

Operating Revenues. Total operating revenues decreased $18.8 million, down 1.9% for the year ended December
31, 2004 compared to the same period in 2003.

Passenger services revenues decreased $19.2 million, or 2.3%, in 2004 compared to 2003 as the decline in
passenger miles of 8.4% was only partially offset by an increase in yield of 6.6%. The passenger miles decline was the
result of a 3.2% decline in passengers and a 5.2% decline in average trip length, indicating that short- and medium-haul
trips continue to grow in proportion to total trips. Accordingly, revenue declined in part because the Company
continued to use price increases and schedule frequency reductions to dampen the demand for low yielding, long-haul
travel and, in addition, the implementation of its long-term strategy in the Northwest resulted in a slight decline in
revenue. Management also believes that the soft economy combined with higher fuel and health care costs reduced
discretionary income in the Company’s passenger demographics, also contributing to the revenue decline. Even though
revenue declined, the Company aggressively managed bus miles such that load was flat compared to prior year and,
coupled with increased yield, produced improved revenue per mile of approximately 6.8%.

Package express revenues decreased $0.5 million, down 1.3% in 2004 compared to 2003. The Company continues
to experience reduced standard product deliveries (the traditional, low value, terminal to terminal market segment) as a
result of continued competition, as well as expanded and improved product offerings from larger package delivery
companies. Partially offsetting the loss in standard product was a price increase on oversize packages and customer
baggage. Additionally, the Company continues to focus on its same day delivery market niche through selling a
guaranteed same day or early next morning service.

Food services revenues decreased $2.4 million, down 6.0% for the year ended December 31, 2004 compared to
the same period in 2003. The Company attributes the decline in food services revenues primarily to the decreasc in
passenger traffic, particularly in the long-haul markets.
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Other operating revenues, consisting primarily of revenue from travel services, in-terminal sales and other
services, increased $3.3 million, up 5.0% in 2004 compared to 2003. The increase is primarily due to increases in
transportation services provided to cruise lines partially offset by declines in in-terminal sales and the expiration of
transit contracts.

Operating Expenses. Total operating expenses decreased $22.5 million, down 2.3% for the year ended December
31, 2004 compared to the same period in 2003.

Maintenance costs decreased $5.1 million, or 4.8% in 2004 compared to 2003. On a per mile basis, maintenance
costs increased 3.2% due in part, to a higher average fleet age, inflationary wage rate increases for mechanics and
increased material costs as a result of fewer bus engines and transmissions under warranty. Additionally, regular
service bus miles were down significantly, 8.2% for the year ended December 31, 2004, and as a result, the fixed cost
component of maintenance, principally real estate and related costs as well as supervision, increased on a per mile
basis.

Transportation expenses, which consist primarily of fuel costs and driver wages, decreased $10.5 million, or 4.3%
for the year ended December 31, 2004 compared to the same period in 2003, as the effects of operating fewer bus
miles were partially offset by increases in fuel. During 2004, the average cost per gallon of fuel increased to $1.24
from $0.91 in 2003 resulting in increased costs of $14.8 million. Partially offsetting the increase in fuel costs, driver
hiring and training costs were $2.5 million lower in 2004 due to decreases in the number of drivers hired. On a per-
mile basis, excluding the effects of fuel price changes and driver hiring costs, transportation expenses decreased by
1.5% for the year ended December 31, 2004, due to continued focus on operational improvements and cost reduction
initiatives.

Agents' commissions and station costs decreased $8.5 million, down 4.8% in 2004 compared to 2003. The
decrease is primarily due to lower commissions, terminal and call center wages and communications costs as a result of
lower passenger volumes and lower rates for long distance communication as a result of a new contract.

Marketing, advertising and traffic expenses decreased $0.6 million, or 2.4%, in 2004 compared to 2003. The
decrease 1s a result of a change in the method, type and timing of advertising and also a result of more focused
customer and brand research as compared to prior years.

Insurance and safety costs increased $2.3 million, up 3.2% in 2004 compared to 2003. On a cost per mile basis
insurance costs increased 12.1%. The increase is principally due to adverse development on prior year claims, an
increase in the number of severe accidents, an increase in the cost of excess insurance coverage and continued medical
and wage inflation.

General and administrative expenses increased $3.4 million, up 2.7% for the year ended December 31, 2004
compared to the same period in 2003. During the year higher pension and incentive costs ($11.6 million, representing
a 9% increase in general and administrative costs) more than offset decreased wages and other costs due to lower
business volumes ($8.2 million, representing a 7% decrease in total general and administrative costs).

Depreciation and amortization increased $5.2 million, or 9.4% for the year ended December 31, 2004 compared to
the same period in 2003. The increase is primarily due to a decrease in the estimated average useful life and salvage
value of certain older buses. Additionally, during 2004 the Company revised its estimated life of buses from 18 to 15
years.

Operating taxes and licenses expense decreased $4.0 million, or 6.7% in 2004 compared to 2003. The decrease is
principally duc to decreased fuel taxes and payroll taxes as a result of a decline in miles operated and reductions in the
workforce.

Operating rents decreased $3.9 million, down 4.9%, for the year ended December 31, 2004 compared to 2003.
The decrease is principally due to expirations of bus operating Icases that occurred in the first half of 2004.
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Food services cost of goods sold decreased $1.6 million, or 6.1% in 2004 compared to 2003 primarily due to the
decrease in food services revenues related to the decline in the number of passengers.

Other operating expenses increased $0.9 million, up 15.0% for the year ended December 31, 2004 compared to
the same period in 2003. The increase is principally because a software write-off and net losses on asset sales were
greater than severance paid and gains on asset sales during the prior year.

Non-operating income consists of a distribution of $3.4 million from the U.S. Bankruptcy Court in Brownsville,
Texas representing residual claims payments that went unclaimed by or were undeliverable to creditors and, therefore,
reverted to Greyhound as provided for in the Company’s 1990 plan of reorganization. This recovery is partially offset
by costs related to the settlement of a legal matter.

Interest expense was essentially flat for the year ended December 31, 2004 compared to the same period in 2003.

Income tax expense increased $0.3 million, up 116.6%, for the year ended December 31, 2004 compared to the
same period in 2003. The tax expense represents state tax expense related to its subsidiaries that operate in separate
return states.

Minority interests for the year ended December 31, 2004, reflects the minority partners share of current year
income in the Company’s Hispanic ventures. The ventures were slightly less profitable in the current year as compared
to the prior year.

Critical Accounting Policies

The preparation of financial statements requires management to make estimates and assumptions relating to the
reporting of results of operations, financial condition and related disclosure of contingent assets and liabilities at the
date of the financial statements. Actual results may differ from those estimates under different assumptions or
conditions. The following are the Company’s most critical accounting policies, which are those that require
management’s most difficult, subjective and complex judgments, often as a result of the need to make estimates about
the effect of matters that are inherently uncertain and may change in subsequent periods.

Insurance Reserves. The Company is self-insured up to certain limits for costs associated with workers’
compensation claims, vehicle accidents and general business liabilities. Reserves are established for estimates of the
loss that Greyhound will ultimately incur on claims that have been reported but not paid and claims that have been
incurred but not reported. These reserves are based upon actuarial valuations that are prepared periodically by outside
actuaries. The actuarial valuations consider a number of factors, including historical claim payment patterns and
changes in casc reserves, the assumed rate of increase in healthcare costs and property damage repairs, ultimate court
awards and the discount rate. Historical experience and recent trends in the historical experience are the most
significant factors in the determination of the reserves. Management believes that the use of actuarial methods to
account for these reserves provides a consistent and effective way to measure these highly subjective accruals.
However, given the magnitude of the claims involved and the length of time until the ultimate cost is known, the use of
any estimation technique in this area is inherently sensitive. Accordingly, the amount of recorded reserves could differ
from the Company’s ultimate costs related to these claims duc to changes in the Company’s accident reporting, claims
payment and scttlement practices or claims reserve practices, as well as differences between assumed and future cost
increases and discount rates.
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Valuation of Long-lived Assets. The Company’s long-lived assets include property and equipment (principally
buses and real estate), investments in affiliates, goodwill and other intangible assets (principally software). At
December 31, 2004, the Company’s Consolidated Statements of Financial Position reflects $339.4 million of net
property and equipment and $35.7 million in investments in affiliates, goodwill and other net intangible assets,
accounting for over 69% of the Company’s total assets. Long-lived assets are assessed for impairment at least annually
or whenever events or changes in circumstances indicate that the carrying value may not be recoverable. Important
factors which could trigger an impairment review include significant underperformance relative to historical or
projected future operating results, significant changes in the use of the acquired assets, and significant negative
industry or economic trends. A potential for impairment exists on property and equipment and other intangible assets
when the assets have been identified and undiscounted cash flows estimated to be generated by those assets are less
than their carrying amount. A potential for impairment exists on investments in affiliates and goodwill when the fair
value of the investee or reporting unit is less than their carrying amount. If a potential impairment exists, the assets are
written down to the lower of cost or fair value. Estimates of fair value represent our best estimate based on industry
trends and reference to market rates and transactions. The determination of fair value can be highly subjective,
especially for assets that are not actively traded or when market-based prices are not available.

In assessing the recoverability of the Company’s long-lived assets the Company must make assumptions regarding
estimated future cash flows and other factors to determine whether impairment exists. Cash flow estimates are based on
historical results adjusted to reflect our best estimate of future market and operating conditions. If these estimates or
their related assumptions change in the future, or if actual results are materially different than those previously
estimated, the Company may be required to record impairment charges for these assets not previously recorded.

As part of the Company’s long-range strategy of implementing a simplified network of routes in the passenger
business, the Company anticipates a reduction in bus miles and resulting reduction in the number of buses required to
support the business. As a result, during the next eighteen months, the Company may identify groups of older-model
buses to be removed from active service and held for sale. In anticipation of these actions, the Company has reduced
the average useful life of its older model buses, thereby accelerating the depreciation on these older units. However,
there can be no assurances that based on the timing, the actual number of units to be disposed of, and the state of the
used bus market at the time of sale that the Company will realize its book value on these assets.

Pension. The Company’s obligation and expense for pension benefits are determined using actuarial methods that
are dependent on the selection of certain assumptions and factors. These include assumptions about the discount rate,
expected return on plan assets and rate of future compensation increases as determined by management. The Company
determines the discount rate based upon yields available on quality long-term corporate bonds (generally by reference
to the Moody’s Aa bond index and similar U.S. bond indices). For the year ended December 31, 2004, the Company
assumed a 5.75% discount rate. A 25 basis point increase or decrease in last year’s discount rate would have increased
or decreased the Company’s annual pension expense by approximately $0.2 million.

The expected return on plan assets is based on plan-specific historical long-term portfolio performance, asset
allocations and investment strategies and the views of the plans’ investment advisors. The assumptions and factors that
the Company uses may differ materially from the actual return on the Company’s plan assets. For the year ended
December 31, 2004, the Company assumed a 7.57% long-term rate of return on plan assets. A 25 basis point increase
or decrease in the long-term rate of return would have increased or decreased the Company’s annual pension expense
by approximately $1.4 million.

The rate of increase in future compensation levels is based primarily on labor contracts currently in effect with
employees under collective bargaining agreements and expected future pay rate increases for other employees. In
addition, the Company’s actuarial consultants also use factors to estimate such items as retirement age and mortality
rates, which are primarily based upon historical plan experience. The assumptions and factors used by the Company
may differ materially from actual results due to changing market and economic conditions, earlier or later retirement
ages or longer or shorter life spans of participants. These differences may result in a significant impact to the amount
of pension obligation or expense.




Accounting for Income Taxes. The Consolidated Statements of Financial Position reflects net deferred tax assets
as of December 31, 2004 of $186.8 million, resuiting from operating losses and other deductible temporary differences
that will reduce taxable income in future periods. Statement of Financial Accounting Standards No. 109 "Accounting
for Income Taxes" requires that a valuation allowance be established when it is "more likely than not" that all or a
portion of net deferred tax assets will not be realized. A review of all available positive and negative evidence needs to
be considered, including expected reversals of significant deductible temporary differences, a company's recent
financial performance, the market environment in which a company operates and the length of operating loss
carryforward periods. Furthermore, the weight given to the potential effect of negative and positive evidence should be
commensurate with the extent to which it can be objectively verified. Therefore, current pretax losses and the
reasonable likelihood of significant near-term reversals of deductible temporary differences carry more weight than
forecasted future pretax profits. As a result of book losses incurred in 2002, 2003 and 2004, as well as the significant
pension funding required and made by the agreement with the Pension Benefit Guaranty Corporation (“PBGC”) (which
gives rise to tax deductions when made), the Company concluded that it was appropriate to establish and maintain a
full valuation allowance for its net deferred tax assets. Additionally, the Company expects to continue to provide a full
valuation allowance on future tax benefits until it can achieve an appropriate level of pretax profitability that
demonstrates its ability to utilize existing operating loss carryforwards.

New Accounting Pronouncements

There are no recent accounting pronouncements that would have a material effect on the Company’s results or
financial position if they were presently applicable.

Liquidity and Capital Resources

The Company requires significant cash flows to finance capital expenditures, including bus acquisitions, and to
meet its debt service and other continuing obligations. As of December 31, 2004, the Company had $203.2 million of
outstanding debt, implicit debt equivalent of $223.9 million for off-balance sheet bus operating leases and $61.5
million of outstanding letters of credit (which principally support recorded claims liabilities). Additionally, as of
December 31, 2004, the Company had availability of $43.1 million under its revolving credit facility and cash and cash
equivalents of $35.9 million. The Company's principal sources of liquidity are expected to be cash flow from
operations (which is net of cash charges for interest expense and lease payments under the Company’s bus operating
leases), proceeds from operating lease or other equipment financing for new bus purchases and borrowings under the
revolving credit facility. The Company, however, has no right to access the revolving credit facility for borrowings or
letters of credit if an event of default exists or an event, which with notice or passage of time or both would give rise to
an event of default, has occurred. See Note 12 to the Consolidated Financial Statements. Management assesses the
Company’s liquidity in terms of its ability to generate cash to fund operations, finance the purchase of buses and debt
servicing. Generally new term financing (including bus operating lease financing) must be obtained to support the
Company’s annual capital expenditure needs. If new bus financing cannot be obtained in the future, the Company
would have to reduce capital expenditures, resulting in an increase in fleet age and costs to operate the fleet.
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Net cash provided by operating activities was $39.5 million, $38.8 million and $98.1 million for the years ended
December 31, 2004, 2003 and 2002, respectively. Net cash provided by operating activities contains two components,
cash provided by the Company’s operating results (defined as the sum of net loss, cumulative effect of accounting
change and non-cash expenses and gains included in net loss) and cash provided by (or used by) changes in operating
assets and liabilities. Cash provided by the Company’s operating results was $58.1 million, $37.8 million and $43.5
million for the years ended December 31, 2004, 2003 and 2002, respectively. The increase in cash provided by
operating results in 2004 is mainly due to a decrease in the Company’s operating loss and increases in non-cash related
costs for pension expense, depreciation expense and asset write-offs. Changes in operating assets and liabilities
resulted in a use of cash of $18.6 million for the year ended December 31, 2004 compared to cash provided of $1.0
million and $54.6 million in 2003 and 2002, respectively. The use of cash in 2004 was principally due to an increase
in the Company’s insurance and security deposits resulting from the modified requirements imposed by the Federal
Motor Carrier Safety Administration (“FMCSA™) related to the Company’s self-insurance program. The FMCSA
required the Company to provide $19.3 million in additional deposits during 2004 to support the self-insurance
program. During 2003, cash provided by changes in operating assets and liabilities was principally due to an increase
in the Company’s claims liabilities, which are largely comprised of insurance reserves, partially offset by increases in
intangible assets due to spending on software and decreases in accrued liabilities and rents due to payments on an
operating lease. To support the increases in insurance reserves, the Company’s primary insurance carrier required the
Company to issue an additional $14.2 million in letters of credit during 2003. In 2002, cash provided by changes in
operating assets and liabilities was principally due to the increase in the Company’s claims liabilities, and reductions in
accounts receivable. To support the increases in insurance reserves, the Company’s primary insurance carrier required
the Company to issue $35.0 million in letters of credit as collateral through December 31, 2002. The decrease in
accounts receivable during 2002 was principally due to the timing of the year-end which resulted in the Company
receiving all weekend receipts prior to the year-end and, therefore, reducing receivables from agents.

Net cash used for investing activities was $18.2 million, $14.9 million and $56.1 million for 2004, 2003 and 2002,
respectively, principally due to capital expenditures, consisting primarily of acquisitions of buses and real estate and
facility improvements, totaling $23.6 million, $22.7 million and $65.0 million for 2004, 2003 and 2002, respectively.
During 2004 capital expenditures were partially offset by the sale of assets and the sale of the operations of a
subsidiary bus company. During 2003 capital expenditures were partially offset by proceeds from the sales of assets
and investments.

Net cash used by financing activitics was $4.1 million, $11.1 million and $57.0 million for 2004, 2003 and 2002,
respectively. The decrease in cash used by financing activities in 2004 is principally due to lower payments on debt
and capital lease obligations and a pay down on the revolving credit facility that occurred in 2003.

On July 6, 2004, the Company amended its revolving credit facility (the “Revolving Credit Facility”) to extend the
maturity date two years to October 24, 2006, reset certain financial covenants, modify rates of interest on borrowings
and provide for a prepayment premium should the Company terminate the facility before October 24, 2006.
Additionally, the amendment allows the Company to elect to extend the maturity date an additional year, to October
24, 2007, provided that the Company meets certain terms and conditions.

Borrowings under the amended Revolving Credit Facility are available at a ratc, determined by reference to a
leverage ratio calculated quarterly, equal to Wells Fargo Bank’s prime rate plus 0.375% to 2.25% or LIBOR plus
2.375% to 4.25%. Letter of credit feces are 3.5% per annum. A 1% prepayment premium is payable should the
Company terminate the facility before October 25, 2005, if terminated between October 25, 2005 and October 23,
2006 the premium is 0.5%, and if after October 23, 2006 there is no premium. Letters of credit or borrowings are
available under the Revolving Credit Facility based upon the total of 80% of the appraised wholesale value of bus
collateral, plus 65% of the quick sale value of certain real property collateral, minus $20 million, (which at December
31, 2004, aggregated to $104.6 million) subject to a maximum of $125 million, inclusive of a $70 million letter of
credit sub-facility. As of December 31, 2004, the Company had no outstanding borrowings under its Revolving Credit
Facility, issued letters of credit of $61.5 million and availability of $43.1 million.
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Additionally, the Company is required to maintain a minimum cash flow to interest expense ratio, maximum
indebtedness to cash flow ratio and minimum cash flow (the “Financial Covenants™). The Financial Covenants were
established at 15% to 20% less than the levels projected in financial forecasts delivered to the agent bank by the
Company in May 2004. As of December 31, 2004, the Company was in compliance with all of the Financial
Covenants. Based upon historical and recent results and the current financial forecast, management believes that the
Company will remain in compliance with the Financial Covenants through 2005. However, continued increases in fuel
prices, continued softness in discretionary travel, unforeseen events or changes in assumptions may result in material
differences between the Company’s future financial results or forecasts and the current financial forecast, and those
differences could result in a change in managements’ assessment regarding compliance with the Financial Covenants.

As described in Part I, Item 3 Legal proceedings, the Company has settled the matter brought in a Georgia state
court seeking to enforce a default garnishment judgment (the “Default Judgment™). Prior to the settlement, the lenders
under the Revolving Credit Facility could have, but indicated they would not, declare a default due to the Default
Judgment. Following the settlement, the lenders have confirmed to the Company that no event of default exists under
the Revolving Credit Facility as a result of the Default Judgment.

Bus Operating Leases

The Company generally uses lease financing with purchase options (residual values) as the principal source of bus
financing in order to achieve the lowest net cost of bus financing. These leases typically have terms of seven years and
contain set residual values and residual value guarantees; although some leases are for terms as long as twelve years
and contain no residual values or residual value guarantees. Because the Company generally retires buses afier twelve
to fourteen years of operation, buses with residual value guarantees are purchased at lease expiration at the residual
value.

Most of the leases are operating leases for accounting purposes and, as such, only the monthly lease payment is
recorded in the Consolidated Statements of Operations and the liability and value of the underlying buses are not
recorded on the Consolidated Statements of Financial Position. Additionally, buses acquired and financed with
operating leases are not included as capital expenditures on the statement of cash flows (except for certain sale-
leaseback transactions). At December 31, 2004, the net present value of future operating lease payments, plus the
residual value or estimated fair market value for those leases that do not contain residual values, discounted at the rate
implicit in the lease was $223.9 million.

Of those operating leases that contain residual value guarantees, the aggregate residual value at lease expiration is
$131.1 million, of which the Company has guaranteed $83.0 million. The Company has the right to exercise a
purchase option with respect to the leased equipment or the equipment can be sold to a third party. At December 31,
2004, management estimates that the residual value guarantees on certain leases will exceed the projected fair market
value of the underlying buses at lease expiration by $4.0 million and has established appropriate reserves for this
estimated liability. See Note 15 to the Consolidated Financial Statements.
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At December 31, 2004, the scheduled future lease payments, residual value at lease expiration and estimated fair
market value at lease expiration for those leases which do not contain residual values under the Company’s bus
operating leases are as follows (in thousands):

Fair
Lease Residual Market

Payments Value Value
2005 $ 44,870 $ 14,163 $ 12,966
2006 25,932 28,599 4,706
2007 16,477 36,670 -
2008 10,324 26,954 1,965
2009 3,276 15,306 -
Thereafter 1,694 9,372 -
Total $ 102,573 $ 131,064 $ 19,637

Off-balance Sheet Arrangements

In addition to the bus operating leases described above, the Company has entered into operating leases for certain
bus terminal space, headquarters space and for computers and other equipment. In 2004, the Company made $78.5
million in payments on its operating leases including its bus operating leases.

The Company guarantees residual values on certain of its bus operating leases. Of those operating leases that
contain residual value guarantees, the aggregate residual value at lease expiration is $131.1 million, of which the
Company has guaranteed $83.0 million. See further discussion above in “Bus Operating Leases.”

Under its Revolving Credit Facility, the Company has a letter of credit sub facility whereby the Company can issue
up to a maximum of $70 million in letters of credit. At December 31, 2004, the Company had $61.5 million in letters
of credit outstanding. See further discussion above in “Liquidity and Capital Resources.”

Contractual Obligations

The Company has entered into certain contractual obligations that will require various payments over future
periods as follows (in thousands):

Scheduled Payments in Calendar Years

2005 2006-2007 2008-2009 Thereafter Total
Long-term debt (1) $ 2,609 $ 197,384 $ 1,705 $ 1516 $ 203,214
Interest on long-term debt (2) 19,038 25,194 358 99 44,689
Capital leasc obligations (3) 1,769 4,056 190 297 6,312
Operating lease obligations (3) 65,209 76,880 35,953 30,840 208,882
Other long-term obligations (4) 1,100 2,200 2,200 1,650 7,150
Pension obligation (5) 1,100 - - - 1,100
Total $ 90825 $ 305,714 $ 40,406 $ 34,402 $ 471,347

(1) See Note 12 to Consolidated Financial Statements for additional information. Amount is principal only and
excludes capital lease obligations.

(2) For variable rate debt the Company used the interest rate in effect at December 31, 2004 for all periods
presented.

(3) See Note 15 to Consolidated Financial Statements for additional information.

(4) Amount represents an arrearage agreement between the Port Authority of New York and the Company.

(5) Seec Note 11 to Consolidated Financial Statements for additional information.
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Capital Expenditures

The following table summarizes the number of new and used buses acquired (including those buses acquired and
financed using operating leases, capital leases or vendor provided loans) and used buses disposed of for cash by the
Company during each of the last three years:

Year Ended December 31,

2004 2003 2002
Total new and used buses acquired 38 17 177
Used buses disposed of for cash 96 123 90

Under U.S. generally accepted accounting principals, long-lived assets acquired that are financed with operating
leases, capital leascs or vendor provided loans are considered non-cash transactions and, therefore, are not reflected as
capital expenditures in the statement of cash flows. The following table reconciles the aggregate value of assets
acquired by the Company, including the value of assets financed with operating leases, capital leases and vendor
provided loans, to capital expenditures as reported in the Company’s Consolidated Statements of Cash Flows for the
last three years (in thousands):

Year Ended December 31,

2004 2003 2002
New and used buses acquired $ 9,055 $ 4,852 $ 58,082
Disposals and government subsidies (1,008) (5,040) (7,203)
Real estate, technology and other, net of disposals 10,882 14,155 18,548
Aggregate value of net assets acquired 18,929 13,967 69,427
Proceeds from operating lease financing (7,200) (4,268) (12,760)
Proceeds from capital lease or vendor provided financing - - (486)
Buses purchased at operating lease expiration 9,233 8,070 -
Capital expenditures, net of proceeds on disposals $ 20,962 $ 17,769 $ 56,181

Potential Pension Plan Funding Requirements

The Company maintains nine defined benefit pension plans (the “Pension Plans™) that as of December 31, 2004
had a combined projected benefit obligation (“PBQ™), discounted at 5.75%, of $765.1 million. Over the last three
years the PBO has remained essentially flat as interest accretion on the obligation and the effect of a decrease in the
discount rate of 1.3% have offset reductions due to benefit payments. Plan assets have increased $89.1 million over
the last three years as net investment gains on plan assets and plan contributions, including $100 million related to the
PBGC Agreement, have exceeded benefit payments. The PBO exceeds plan assets resulting in the plans being
underfunded by $152.0 million at December 31, 2004 as compared to being underfunded by $184.0 million at
December 31, 2003.

Laidlaw, collectively with all of its wholly-owned U.S. subsidiaries, including Greyhound (the “Laidlaw Group™),
is party to an agreement with the Pension Benefit Guaranty Corporation regarding the funding levels of the Company’s
pension plans (the “PBGC Agreement™). On June 30, 2004, the Laidlaw Group contributed $50 million in cash to the
pension plans in accordance with the terms of the PBGC Agreement. Additionally, under the PBGC Agreement 3.8
million shares of common stock of Laidlaw were issued to a trust formed for the benefit of the pension plans (the
“Pension Plan Trust™). On February 17, 2005, Laidlaw purchased all shares from the Pension Plan Trust at the closing
market price for a total of $84.5 million. The proceeds from the sale were contributed to the pension plans in
accordance with the terms of the PBGC Agreement.
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Both the June 30, 2004 and February 17, 2005 contributions have been designated by Laidlaw as capital
contributions to the Company and, accordingly, the Company recorded an increase in additional paid-in-capital and a
corresponding reduction in pension obligations for the amounts of the contributions effective the dates the
contributions were made.

The most significant of the pension plans, the ATU Plan, represents approximately 90% of the total obligations of
the pension plans. Based upon current regulations, plan asset values at December 31, 2004, the additional contribution
made on February 17, 2005 and assuming annual investment returns exceed 3%, the Company does not anticipate any
significant additional minimum funding requirements for the ATU Plan over the next several years. However, there is
no assurance that the ATU Plan will be able to earn the assumed rate of return, that new regulations may not result in
changes in the prescribed actuarial mortality table and discount rates, or that there will be market driven changes in the
discount rates, which would result in the Company being required to make significant additional minimum funding
contributions in the future.

Self Insurance

The Federal Motor Carrier Safety Administration (“FMCSA™) has authorized the Company to self-insure its
automobile liability exposure for interstate passenger service up to $3.0 million per occurrence. To maintain self-
insurance authority, the Company is required to provide periodic financial information and claims reports, maintain a
satisfactory safety rating by the FMCSA, a tangible net worth of $10.0 million and a trust fund, initially set at $15
million, to provide security for payment of claims. At December 31, 2002, and continuing to date, the Company’s
tangible net worth has fallen below the minimum required by the FMCSA to maintain self-insurance authority. The
FMCSA granted waivers of the tangible net worth requirement through December 31, 2005, and, as a condition of the
waivers, the Company has been required to increase the self-insurance trust fund to the greater of $17.7 million or
110% of the estimated unpaid liability for self-insured claims.

Insurance coverage and related administrative expenses are key components of the Company’s cost structure.
Additionally, the Company is required by the FMCSA, some states and some of its insurance carriers to maintain
collateral deposits or provide other security pursuant to its insurance program. At December 31, 2004, the Company
maintained $50.4 million of collateral deposits (including $37.3 million in the FMCSA trust fund) and had issued
$53.7 million of letters of credit in support of these programs. See Note 8 to the Consolidated Financial Statements.
The loss or further modification of self-insurance authority from the FMCSA or a decision by the Company’s insurers
to modify the Company’s program substantially, by either increasing cost, reducing availability or increasing collateral,
could have a material adverse effect on the Company’s liquidity, financial condition and results of operations.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The following discussion about the Company’s market risk includes “forward-looking statements” that involve risk
and uncertainties. Actual results could differ materially from these projections. The Company is currently exposed to
market risk from changes in commodity prices for fuel, investment prices and interest rates. The Company does not use
derivative instruments to mitigate market risk, nor does the Company use market risk sensitive instruments for
speculative or trading purposes.

Commodity Prices. The Company currently has exposure to commodity risk from its fuel inventory and historically
with advance purchase commitments for fuel. The Company has fuel inventory at December 31, 2004, at a carrying
value of $1.4 million. The Company’s fuel inventory is used in operations before a change in the market price of fuel
could have a material effect on the Company’s results of operations. Additionally, the Company has historically
entered into advance purchase commitments for fuel whereby the Company would take delivery of a set amount of
gallons at a fixed price. Currently the Company has no such arrangements outstanding. For the year ended December
31, 2004, the Company recorded $57.7 million in fuel expense (exclusive of fuel taxes). While a 10% increase or
decrease in the cost of fuel would have a material effect on the Company’s operating expenses, generally periods of
rising fuel costs have allowed the Company to increase average ticket prices and periods of declining fuel costs have
required the Company to lower ticket costs, thus providing some hedge against fuel price fluctuations. However, due
to the competitive nature of the transportation industry, there can be no assurance that the Company will be able to pass
on increased fuel prices to its customers by increasing its fares or that the timing of price increases will coincide with
the timing of the fuel cost increase. Likewise, increased price competition and lower demand because of a decline in
out-of-pocket costs for automobile use may offset any potential benefit of lower fuel prices.

Investment Prices. The Company currently has exposure in the market price of investments in its available for sale
securities. At December 31, 2004, the Company has approximately $5.5 million of investments classified as available
for sale and a 10% decrease in the market price would not have a material effect on the Company’s financial position.
As required by generally accepted accounting principles, the Company has reported these investments at fair value,
with any unrecognized gains or losses excluded from earnings and reported in a separate component of stockholder’s
equity.

Interest Rate Sensitivity. The Company currently has exposure to interest rates from its long-term debt as it relates to
the Company's Revolving Credit Facility and the Laidlaw subordinated debt. The Revolving Credit Facility utilizes a
variable rate based on prime and LIBOR. As of December 31, 2004, the Revolving Credit Facility utilized prime plus
1.5% and LIBOR plus 3.5% with no outstanding borrowings. Borrowings under the Revolving Credit Facility
currently mature on October 24, 2006.

The Laidlaw subordinated debt matures 91 days after the maturity of the Revolving Credit Facility. Interest on the debt
accrues at the Applicable Federal Rate (2.5% at December 31, 2004) and is payable at maturity. The outstanding
balance as of December 31, 2004 was $37.2 million.

A 10% increase or decrease in variable interest rates would not have a material effect on the Company’s results of
operations or cash flows.

The table below presents scheduled payments of principal and related weighted average interest rates by contractual
maturity dates for fixed ratc debt as of December 31, 2004:

Long Term Debt:

2008 2006 2007 2008 2009 Thereafter Total Fair Value
Fixed Rate Debt (in thousands) $2,250 $3.945 $155.987 §771 $668 $813 $164.434 $ 167,076
Average Interest Rate 9.3% 9.7% 11.4% 12.2% 10.9% 14.2% 11.4% -
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholder of Greyhound Lines, Inc:

In our opinion, the accompanying consolidated financial statements listed in the accompanying index, present
fairly, in all material respects, the financial position of Greyhound Lines, Inc. and its subsidiaries at December 31,
2004 and 2003, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2004 in conformity with accounting principles generally accepted in the United States of America.
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance
with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

As discussed in Notes 2 and 9 to the consolidated financial statements, the Company adopted Statement of
Financial Accounting Standards No. 142, "Goodwill and Other Intangible Assets”, as of January 1, 2002.

/s/_ PRICEWATERHOUSECOOPERS LLP

Dallas, Texas
March 29, 2005
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GREYHOUND LINES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(in thousands, except share amounts)

Current Assets
Cash and cash eqUIVAlENES...........cc.oomuiiiiiiiei e
Accounts 1eCeivable, MOt ......ccooiiiiiiiiiiicceceecee et
INVENLOTIES, NEL......iiieeiiieiiiei ettt sttt sa et et s s e
Prepaid expenses.....
Other current assets...........

Total Current Assets.........................

Property, plant and eqUIPMENt, NEL............cocoevievieieiiieeereeeeeeeetee e,
Investments in unconsolidated affiliates...............ccocooeeiiieiieiieee e,
Insurance and security deposits...
Goodwill.....ccooooviiviiiinenn,
Intangible assets, net...
Total ASSELS......oceeieiiericreeeieetee sttt ere e enenan

Current Liabilities

ACCOUNES PAYADIE .....o.iiiiiiiiiitiicctece ettt et

Accrued Habilities ........cooiiiiiiiiiiieieeecete ettt ettt er e ara e

Rents payable.........

Unredeemed tickets...................

Current portion of claims liability

Current portion of debt.................
Total Current Liabilities .......ccveiiiiiieriiiieceecee et

Pension OBIIZAtiON ..........coueiiiieiiiiiie ettt
Claims liability ....
Long-term debt ....
Minority INterests..........ccovvierververrenarennns
Other liabilities............cocoovviveirieiiieien,

Total LIabIHtEs .....c.ooiviiieeieciee e

Commitments and Contingencies (Notes 11, 12, 15, 16 and 17)

Stockholder’s Deficit

Common stock (1,000 shares authorized; par value $.01; 587 shares issued).......
Capital in excess of par value .
Retained defiCit.........ooooiiiiiiiiiiiee et

December 31,

2004 2003

$ 35940 $ 18,805
41,898 39,170
8,529 9,428
7,781 10,687
3.406 2.591
97,554 80,681
339,406 376,021
13,848 15,624
62,197 38,914
2,939 3,040
18,905 29.439

$ 534.849 $ 543719
$ 24,688 $ 25379
54,345 59,947
8,179 12,852
11,198 12,396
38,057 26,579
2,609 3,344
139,076 140,497
148,784 180,959
70,057 63,217
200,605 202,349
3,880 3,625
21,328 24,814
583,730 615,461
420,391 370,391
(242,724) (219,485)
(226,548) (222.648)
(48.881) (71,742)
$.534849  § 543719

The accompanying notes are an integral part of these statements.
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GREYHOUND LINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands)

Years Ended December 31,

2004 2003 2002
Operating Revenues
Passenger services $ 811,480 $ 830,648 $ 849,771
Package express.............covvveeeennnn.. 38,973 39,506 39,966
Food Services ... 37,302 39,679 42,164
Other operating revenues 68,979 65.674 60.013
Total Operating Revenues.................cccoveeeererevnn. 956,734 975,507 991,914
Operating Expenses
Maintenance. .........oo.vuiuereieeee oo 100,958 106,084 100,845
Transportation..................ccocooveveereeeersennn 234,305 244,820 245,273
Agents’ commissions and station costs 169,178 177,723 183,151
Marketing, advertising and traffic 25,961 26,594 27,819
Insurance and safety................cooooovooererooooeo 74,926 72,577 76,994
General and administrative .... 128,472 125,045 126,319
Depreciation and amortization............. 59,945 54,778 50,635
Operating taxes and licenses................. 55,606 59,594 61,718
OPEIatiNg TENLS.............voeeteveeeeeeeeeeeeeeee oo 76,343 80,262 80,262
Cost of goods sold — f00d SErVICes «........oovovovovooooe 24,101 25,664 27937
Other operating eXpenses.......................coveeeeerrcesesessenn, 6,712 6.580
Total Operating EXpenses .............c.cc.cooooveevvveererennn. 956,507 978,977 987,533
Operating Income (LosSs)............... 227 4,381
Non-operating INCOME ..................oueueueueeiorreeeeoeeeeoo (2,116) - -
Interest EXPense .........oocooevviviceiieeeeeeeeeee e 24,740 24,784 25,409
Loss Before Income Taxes, Minority
interest and Cumulative Effect of Accounting Change ........ (22,397) (28,254) (21,028)
Income Tax Provision ............cocooouemoeeeeoiesserern 587 52,621
Minority INterests .........o..ovovovovneeeeeeeeesesseen 255 (2.100)
Loss Before Cumulative Effect
of Accounting Change.............oooveemroereeeooeeoeooooeo (23,239) (28,886) (71,549)
Cumulative Effect of a Change in Accounting
for Goodwill (NOte 9) ......oouovvoooeeeeeeeeeeeeeee - - 40,047
Net Loss $_ (23239) $ (28.886) $ (111,596)

The accompanying notes are an integral part of these statements.
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GREYHOUND LINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDER’S EQUITY (DEFICIT)
(in thousands, except share information)

Balance, January 1,2002 .................

Comprehensive Loss:

Market value adjustment for securities held....

Adjustment for minimum pension
obligation............ccccocercnee
Net LOSS....coovirrnncieiieneene

Total Comprehensive Loss

Balance, December 31, 2002 ...

Capital contribution by Laidlaw..........

Comprehensive Loss:

Market value adjustment for securities held....

Adjustment for minimum pension

obligation.......cccoovrieiieecriieenn

Net Loss.
Total Comprehensive Loss .
Balance, December 31, 2003

Capital contribution by Laidlaw...........

Comprehensive Loss:

Market value adjustment for securities held ....

Adjustment for minimum pension
obligation....

Net Loss......
Total Comprehensive Loss.
Balance, December 31, 2004

The accompanying notes are an integral part of these statements.

Accumulated
Capital in Other Total
Common Stock Excess of Retained Comprehensive Comprehensive
Shares  Amount Par Vaiue Deficit Loss Loss

587 $ - $ 320,391 $ (79,003) $ (53,469)

- - - - 1,995 $ 1,995

- - - - (191,830) (191,830)

- - - (111,596) - (111,596)

$ (301,431)
587 - 320,391 (190,599) (243,304)
- - 50,000 - -

N - - - (1,520) $ (1,520

- - - - 22,176 22,176

- - - (28,886) - (28.886)

3 (8230)
587 - 370,391 (219.485) (222,648)
- - 50,000 - -

- - - (116) $ (116)

- - - - (3,784) (3,784)

. - - (23,239) - (23,239

$ (27.139)
587 $ - $ 420391 $(242.724) $ (226,548)
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GREYHOUND LINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash Flows From Operating Activities

NEtLOSS ... .

Cumulative effect of accounting change

Non-cash expenses and gains included in net loss
Depreciation and amortization ................
Other non-cash expenses and gains, net

Net Change in Certain Operating Assets and Liabilities
AcCounts receivable ...,
Inventories.............
Prepaid eXpenses ...
Other CUITENt @SSELS .......c.eviuerreerreieeeceeeeeeeees oo
Insurance and security deposits..
Intangible assers ..........cccoviuviiieiruieeiirioe e

Accrued liabilities and rents payable................c.coccooveerrn..
Claims Hability ........cooveeierieioc e e
Unredeemed tickets
Other Habilities..........o.coovvvoivereieee e,

Cash Flows From Investing Activities
Capital expenditures.............ccoworurieereirereieeieeoee e
Proceeds from assets SO1d............c..ooovvivoieieieeneeeeeeeeen,
Other investing activities...................
Net Cash Used for Investing Activities..............cooorreverern.....

Cash Flows From Financing Activities
Payments on debt and capital lease obligations...........................
Net change in revolving credit facility ............cooovovvvecererrnn)
Proceeds from equipment and other borrowings.........................
Other financing activities...................cccoovevuee....
Net Cash Used by Financing Activities ...............occccovurnnnn...

Net Increase (Decrease) in Cash and Cash Equivalents...................
Cash and Cash Equivalents, Beginning of Year ..............o.oocooovvon...
Cash and Cash Equivalents, End of Year ...,

The accompanying notes are an integral part of these statements.
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Years Ended December 31,

2004 2003 2002
$ (23239) $ (28.886) $ (111,596)
- - 40,047
59,945 54,778 50,635
21,369 11,869 64,368
(2,728) 8,085 10,777
899 102 (1,283)
2,906 (2,231) (1,675)
79 380 (1,013)
(23.,401) (3,199) (445)
979 (8,165) (5,340)
(528) 2,059 1,393
(155) (3,100) 4,025
(10,275) 9,287) 8,646
18,318 21,818 40,908
(1,198) (723) 1,118
(3.481) (4.690) (2461
39,490 38.810 98,104
(23,555) (22,709) (64,994)
2,593 4,940 8,813
2,737 2,888 99
(18.225) (14.881) (56.082)
(3,667) (3,973) (7,534)
- (7,782) (50,218)
458 1,420 1,240
921) (735) (477)
(4.130) (11.070) (56,989)
17,135 12,859 (14,967)
18.805 5.946 20913
$ 35940 $ 18805 $ 5946
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GREYHOUND LINES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2004

1. BACKGROUND AND OPERATING ENVIRONMENT

Greyhound Lines, Inc. and subsidiaries ("Greyhound" or the "Company") is the only nationwide provider of
scheduled intercity bus service in the United States. The Company provides various services including scheduled
passenger service, package express service, travel services and food service at some terminals. The Company's
operations include a nationwide network of terminal and maintenance facilities, a fleet of approximately 2,700 buses
and approximately 1,400 sales outlets. The Company's wholly-owned operating subsidiaries include Texas, New
Mexico & Oklahoma Coaches, Inc. (“TNM&QO”), Vermont Transit Co., Inc. ("Vermont Transit"), Carolina Coach
Company ("Carolina Coach"), Valley Transit Co., Inc., Crucero U.S.A., LLC, On Time Delivery Service, Inc., LSX
Delivery, L.L.C., and Greyhound Shore Services, L.L.C. Additionally, the Company maintains investments in
several other companies, principally ventures with Mexico-based bus carriers and U.S.-based carriers that primarily
serve Spanish-speaking markets. The Company is subject to regulation by the Department of Transportation (the
"DOT") and certain states.

In 1999, the Company became a wholly-owned subsidiary of Laidlaw Inc. The consolidated financial
statements of the Company do not reflect any purchase accounting adjustments.

On June 28, 2001, Laidlaw Inc. and certain of its affiliates filed voluntary petitions for reorganization under the
U.S. Bankruptcy Code and the Canada Companies’ Creditors Arrangement Act. Neither Greyhound, nor any of its
subsidiaries were included in, or made party to, these reorganization filings and proceedings.

In June 2003, Laidlaw Inc. emerged from the court-supervised reorganization process and completed an internal
corporate restructuring, in which Laidlaw International, Inc., a Delaware corporation, acquired all of the assets of
Laidlaw Inc., a Canadian corporation. Laidlaw International, Inc. and its predecessor Laidlaw Inc. are referred to as

“Laidlaw”. The consolidated financial statements of the Company do not reflect any fresh start accounting
adjustments relating to the reorganization of Laidlaw.

2. SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company. Investments in
companies that are 20% to 50% owned ("affiliates") are accounted for using the equity method. All significant
intercompany transactions and balances have been eliminated.
Certain Reclassifications

Certain reclassifications have been made to the prior period statements to conform them to the current year
presentation.

Cash and Cash Equivalents

Cash and cash cquivalents include short-term investments that are part of the Company's cash management
portfolio. Thesc investments are highly liquid and have original maturities of three months or less.
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Inventories

Inventories are stated at the lower of cost or market, with costs determined using the weighted average method.
This approximates fair value.

Property, Plant and Equipment

Property, plant and equipment, are recorded at cost, including interest during construction, if any. Capitalized
leases are recorded at the net present value of future minimum lease payments. Depreciation is recorded over the
estimated useful lives or lease terms and range from three to twenty years for structures and improvements, four to
fifteen years for revenue equipment, and five to ten years for all other items. The Company principally uses the
straight-line method of depreciation for financial reporting purposes and accelerated methods for tax reporting
purposes. Maintenance costs and repairs are expensed as incurred, and renewals and betterments are capitalized.

Investments in Debt Securities

At December 31, 2004, the Company held debt securities that are classified as “available-for-sale™ securities and
reported at fair value. Any temporary gains and losses associated with changes in market value of the securities are
excluded from operating results and are recognized as a separate component of stockholder’s equity until realized.
Fair value of securities is determined based on market prices and gains and losses are determined using the
securities’ cost.

Goodwill

Effective January 1, 2002, the Company adopted Statement of Financial Accounting Standards No. 142 (“SFAS
1427) “Accounting for Goodwill and Other Intangible Assets” and, as a result, the Company ceased to amortize
goodwill. In lieu of amortization, SFAS 142 requires that goodwill be reviewed for impairment at least annually or
whenever events or changes in circumstances indicate the carrying value may not be recoverable. Under SFAS 142,
goodwill impairment is deemed to exist if the net book value of a reporting unit exceeds its estimated fair value. To
determine estimated fair value of the reporting units the Company utilizes both a discounted cash flow methodology
as well as the implied values of comparable companies. The Company’s review of goodwill for the year ended
December 31, 2004 resuited in no change to the remaining goodwill balance after the sale of business as discussed in
Note 9.

Debt Issuance Costs

Costs incurred related to the issuance of debt are deferred, and such costs are amortized to interest expense over
the life of the related debt.

Software Development Costs

Direct costs of materials and services consumed in developing or obtaining internal use software and certain
payroll costs for employees directly associated with internal use software projects are capitalized. Amortization of
these costs begins when the software is available for its intended use and is recognized on a straight-line basis over
the estimated useful life which generally range from five to ten years. Costs for general and administrative,
overhead, maintenance and training, as well as cost of software that does not add functionality to the existing system,
are expensed when incurred.




Claims Liability

The Company maintains comprehensive automobile liability, general liability, worker’s compensation and
property insurance to insure its assets and operations. Prior to September, 2001, the Company purchased its
insurance from Laidlaw with coverage subject to a $50,000 deductible for property damage claims and no deductible
for all auto liability, workers” compensation or general liability claims. Between September 1, 2001 and August 31,
2003, the Company began purchasing coverage from third-party insurers for claims up to $5.0 million subject to a
$3.0 million per occurrence deductible or self insured retention for automobile liability and a $1.0 million per
occurrence deductible or self insured retention for workers’ compensation and general liability. Effective September
1, 2003, the coverage for all claims is subject to a $3.0 million per occurrence deductible or self insured retention.
The Company purchases excess coverage for automobile liability, general liability and workers' compensation
insurance through Laidlaw for claims which exceed $5.0 million. The Company also continues to purchase from
Laidlaw coverage for physical damage to Company property and business interruption subject to a $100,000 per
occurrence deductible.

Claims resolved against the Company, which do not exceed the deductible, are paid out of operating cash flows.
The Company establishes reserves for claims based upon an assessment of actual claims and claims incurred but not
reported. The reserves are developed using actuarial principles and assumptions that consider a number of factors,
including historical claim payment patterns (including legal costs) and changes in case reserves and the assumed rate
of inflation in health care costs and property damage repairs. Claims are discounted at a rate commensurate with the
interest rate on the monetary assets that are essentially risk free and have a maturity comparable to the underlying
liabilities. The accretion of imputed interest is also included as part of insurance and safety expenses in the
Consolidated Statements of Operations.

Claims liabilities also includes an estimate of environmental liabilities. The environmental liability includes all
sites identified for potential clean-up and/or remediation and represents the present value of estimated cash flows
discounted at a rate commensurate with the interest rate on monetary assets that are essentially risk free and have a
maturity comparable to the underlying liabilities.

Revenue Recognition

Passenger services revenue is recognized when transportation is provided rather than when a ticket is sold. The
amount of passenger ticket sales not yet recognized as revenue is reflected as unredeemed tickets on the
Consolidated Statements of Financial Position. Evaluations of this estimated liability are performed periodically and
any adjustments are included in results of operations during the periods in which the evaluations are completed.
These adjustments relate primarily to differences between the Company’s statistical estimation of refunds, travel
dates, interline transactions, and sales from manual locations, for which the final settlement or travel occurs in
periods subsequent to the sale of the related tickets at amounts or for travel dates other than as originally estimated.
Because the majority of the Company’s customers purchase their tickets within three days of departure, the liability
for unredeemed tickets, and any related adjustments, have been materially consistent from year to year.

Use of Estimates

The preparation of financial statements and related disclosures in conformity with generally accepted accounting
principles in the United States requires management to make estimates and assumptions. These estimates and
assumptions affect the reported amounts of assets and liabilitics and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
These estimates include the amount of outstanding and unredeemed tickets, useful life and salvage value of the bus
fleet, long-lived assets impairments, and pension and other employee benefits, among others. Estimates and
assumptions are reviewed periodically and the effects of revisions are reflected in the period that they are determined
to be necessary. Actual resuits could differ from these estimates.

In addition to the use of estimates described above, the Company uses third party actuaries and assumptions of

futurc events in estimating the claims liability reserves and future pension obligations. As a result of using
assumptions, there is a possibility that the claims liability and pension liability could changc matcrially.
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Long-Lived Assets

Identifiable intangibles and long-lived assets are assessed for impairment at least annually and whenever events
or changes in circumstances indicate that the carrying value may not be recoverable. Important factors which could
trigger an impairment review include significant underperformance relative to historical or projected future operating
results, significant changes in the use of the acquired assets or the strategy for the overall business, and significant
negative industry or economic trends. If indicators of impairment are present, management evaluates the carrying
value of property and equipment and intangibles in relation to the projection of future undiscounted cash flows of the
underlying assets. Projected cash flows are based on historical results adjusted to reflect management’s best estimate
of future market and operating conditions, which may differ from actual cash flow.

Defined Benefit Pension Plans

The costs of pension benefits are actuarially determined using the projected benefit method prorated on service
and management’s best estimate of the expected plan investment performance, salary escalation, retirement ages of
employees and the mortality tables. Plan assets are recorded at market value. Any net actuarial gain or loss in
excess of 10% of the greater of the benefit obligation or the market-related value of plan assets is amortized over the
average remaining service period of the participating employees for the active plans and the average remaining life
expectancy of the retired participants for the frozen plans.

Guarantees

The Company generally uses operating lease financing with residual value guarantees as the principal source of
bus financing. For leases entered into prior to January 1 2003, the Company will record a liability for the residual
value guarantee only when it is probable that the guarantee will exceed the estimated value of the buses at lease
expiration. When it is probable that the guarantee will exceed the estimated value of the buses at lease expiration,
the expected deficiency is accrued using a straight-line method over the remaining term of the lease. For leases
entered into after December 31, 2002, the Company is required to estimate the fair value of the residual value
guarantees at lease inception. The fair value of the guarantee is recorded as a liability, with the offsetting entry being
recorded as prepaid rent (representing a payment in kind made by the lessee when entering into the operating lease).
The prepaid rent is amortized to operating rent expense over the lease term. The liability for the guarantee will only
be increased if, during the lease term, it becomes probable that the guarantee will exceed the estimated value of the
buses at lease expiration by an amount that exceeds the recorded liability. If at lease expiration the Company is not
required to perform under the residual value guarantee, the entire initial liability is then reversed as a reduction of
operating rent expense.

Other Comprehensive Loss

Total comprehensive loss includes, in addition to net loss, changes in equity that are excluded from the
Consolidated Statements of Operations and are recorded directly into a separate section of stockholder’s equity on
the Consolidated Statements of Financial Position. The Company’s accumulated other comprehensive loss shown on
the Consolidated Statements of Financial Position and Consolidated Statements of Stockholder’s Equity (Deficit)
consists of minimum pension liability adjustments and market value adjustments for securities held.

New Accounting Pronouncements

There are no recent accounting pronouncements that would have a material effect on the Company's results or
financial position if they were presently applicable.
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3. STATEMENTS OF CASH FLOWS SUPPLEMENTARY DISCLOSURES

Cash paid for interest was $24.0 million, $24.1 million and $24.7 million for the years ended December 31,
2004, 2003 and 2002, respectively. There were no cash payments for federal income taxes for the years ended

December 31, 2004, 2003 and 2002.

In 2004 and 2003, non-cash investing and financing activities included $50 million each year of direct
contributions from Laidlaw to the Company’s pension plans in accordance with the Pension Benefit Guaranty
Corporation (“PBGC”) agreement. See Note 11 for further information. In 2002, non-cash investing and financing

activities included $0.5 million of equipment acquired with seller provided financing.

4. ACCOUNTS RECEIVABLE

Accounts receivable is net of an allowance for doubtful accounts of $1.2 million as of December 31, 2004 and

$1.4 million as of December 31, 2003.

5. INVENTORIES

Inventories consisted of the following (in thousands):

December 31,

2004
SEIVICE PAIS .....oviiiieiiii ettt ettt ee e ais $ 5,902
FUBL. ot ettt 1,385
F0Od SErviCe OPErations ... .....o.c.eoiriiieuirieiirietieie ettt ee e ereeeenens 1,586
Total Inventories 8,873
Less: Allowance for shrinkage............ocoocoieroiiienieeinicere e (344)
INVENLOTIES, NEL.......oi it nae e $ 8,529

6. PREPAID EXPENSES

Prepaid expenses consisted of the following (in thousands):

2003

$ 6,834
1,072
1.831
9,737

(309)

$ 9428

December 31,

2004 2003
Taxes and [ICENSES .....c.couriiiiiriiiii ettt ettt ss e et b e e $ 1,206 $ 2,883
Insurance ........... 4,108 4,358
1,115 2,167
1,352 1,279
Prepaid EXPEnSEes......c..oviiiiiiiiieiiirieiete e e e $ 7781 $ 10,687
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7. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consisted of the following (in thousands):
December 31,

2004 2003
Land and improvements ...............ocoooovooeoooooo $ 86,954 $ 87,996
Structures and improvements
OWNE ..o e, 152,602 149,659
Capitalized leased assets 1,010 1,010
Lease interests ...........c.ooovevivooiin. 4,376 4,376
Leasehold improvements 51,418 48,070
Revenue equipment
OWNEA oo 262,055 262,739
Capitalized leased assets 13,242 13,242
Leasehold improvements 6,838 7,707
Furniture and fixtures .................oooovoooooooeooooooo 53,170 56,933
Vehicles, machinery and equipment .....................c.coocooroovoommroomeeosooeeo. 16,876 18,02]
Property, plant and equipment .................o.ccoovovoooeooooo 648,541 649,753
Accumulated depreciation................o.ooueeeeeoreeeeeeeeeeeeeeoeooee (309.135) (273.732)
Property, plant and equipment, net ...............o.coooooeooooeoener $ 339,406 $ 376,021

Accumulated depreciation of capitalized leased revenue equipment amounted to $6.6 million and $5.5 million at
December 31, 2004, and 2003, respectively.

8. INSURANCE AND SECURITY DEPOSITS

Insurance and security deposits consisted of the following (in thousands):
December 31,

2004 2003
InSurance deposits.............oooueeeeme e $ 50,383 $ 26,740
Long-term insurance receivable................................................. 5,800 5,520
Security deposits ............. 5,462 5,970
OBRET .. e 552 684
Insurance and security deposits...............c.coooocovvvovereresrereerein $ 62,197 $38914

The Company is required by the Federal Motor Carrier Safety Administration (“FMCSA”™), some states and
some of its insurance carriers to maintain collateral deposits or provide other security pursuant to its insurance
program. In addition to the collateral deposits reflected in the table above, at December 31, 2004 and 2003, the
Company has also issued $53.7 million and $49.2 million, respectively, of letters of credit in support of these
programs. See Note 17 under “Insurance Coverage” for further discussion relating to insurance deposits and long-
term insurance receivable.

9. GOODWILL AND INTANGIBLE ASSETS

During 2002, the Company completed the initial impairment assessment as required by SFAS 142 and
determined that the carrying value of its Bus Operations reporting unit exceeded that unit’s fair value. As a result,
effective January 1, 2002, the Company recorded a non-cash charge of $40.0 million as a cumulative effect of a
change in accounting for goodwill. The Company’s remaining goodwill (82.9 million at December 31, 2004) relates
to the Courier Services reporting unit where fair value exceeds carrying value. During 2004, the Company sold its
ownership interest in a courier company in Houston, Texas for cash of $0.1 million resulting in an insignificant gain
and a reduction in goodwill of approximately $0.1 million.
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In connection with adopting SFAS 142 the Company reassessed the useful lives and classification of its
identifiable intangible assets and, with the exception of the useful life of trademarks, determined that the useful lives
and classifications continue to be appropriate. Trademarks, which had previously been amortized over a fifteen year
life, are now considered to have an indefinite life and are no longer amortized.

The following table provides information relating to the Company’s amortized and unamortized intangible assets
as of December 31, 2004 and December 31, 2003 (in thousands):

December 31, 2004 December 31, 2003
Accumulated Accumulated

Cost Amortization Cost Amortization
Long-lived intangible assets:
Software $ 48,181 $ 34,822 $ 55910 $ 33,010
Debt issuance costs 7,139 5,114 7,456 4,723
Deferred lease costs 1,170 976 2,196 1,736
Other 261 247 267 234
Total $ 56,751 $ 41,159 $ 65,829 $ 39,703
Indefinite-lived intangible assets:
Trademark $ 3313 $ 3313

Amortization expense for intangible assets for the years ended December 31, 2004, 2003 and 2002 was $6.5
million, $7.3 million and $6.8 million, respectively. Estimated amortization expense, excluding the effect of costs
that may be capitalized in future periods, for the year ended December 31, 2005 and the four succeeding years are as
follows: $4.8 million (2005); $3.8 million (2006); $2.4 million (2007); $1.9 million (2008) and $1.1 million (2009).

10. ACCRUED LIABILITIES
Accrued liabilities consisted of the following (in thousands):

December 31,

2004 2003
Compensation, benefits and payroll-related taxes ........cc.c..coceeeeenrerennrennnnnne $ 26,166 $ 27,634
Unvouchered IMVOICES ........oc.cviiieuiiiceeitceeeet et e eaes 9,248 9.827
LS 1Te] (T SN U PSSR OSSO U 4,011 4,045
Operating, property and income taxes. 4,477 5,053
OthET EXPEINSES ...ttt sttt s e b se e 10,443 13,388
Accrued HabilItIes ......c.cooiuiriiiiiiciiicec et $ 54.345 $ 59947

11. BENEFIT PLANS
Pension Plans

The Company has nine defined benefit pension plans. The first plan (the *"ATU Plan") covers approximately
13,000 current and former employces, fewer than 600 of which are active employees of the Company. The ATU
Plan was closed to new participants on October 31, 1983 and service and wage accruals were frozen for active
employees effective March 15, 2002. The second plan covered salaried employees through May 7, 1990, when the
plan was curtailed. The third plan is a multi-employer pension plan, instituted in 1992, to cover certain union
mechanics represented by the International Association of Machinists and Aerospace Workers. The fourth plan
covered substantially all employees at Vermont Transit through June 30, 2000, when the plan was curtailed. The
remaining plans are held by TNM&O and Carolina Coach and cover substantially all of their salaried and hourly
personnel. Except for funding required by the agreement with the PBGC it is the Company's policy to fund the
minimum required contribution under existing laws.
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The Company uses a December 31 measurement date for its pension plans.

Years ended December 31,

2004 2003 2002
Components of Net Periodic Pension Cost: (in thousands)
SEIVICE COSE v et it eiteee et eeee e eete s enens s acenree s sb s aeas $ 1,540 $ 1422 $ 1,680
INEETCSE COSE Luviiiiiiieiiii et ee ettt seaee e cbae s a et 44,144 45,921 50,097
Expected Return on Assets.... (41,083) (40,010) (46,827)
Amortization of Actuarial LoSS ........cccevevevieriireieniccriniiceerenn 12,437 5,670 1,120
Net Periodic Pension EXpense .........c.cooovviemiiiniieinenicniiencee $ 17.038 $ 13,003 $ 6.070

Years ended December 31,

2004 2003
Change in Benefit Obligation: (in thousands)
Benefit Obligation at Beginning of Year...........occovoineicievcnnnenniens $ 767,478 $ 767,978
SErviCe COSt .oiiiiiiiiieiiiiiierer e eireeee e eaineee s . 1,540 1,422
INLETESt COSE c.vviriineieiieiceciiieee e eriiaeeeerererenenes . 44,144 45921
Plan Participants’ Contributions.. . 328 323
ACHUATTIAL LOSS ..ooviiiceieiiieieeeeci ettt 26,755 31,447
Benefits Paid .......o.oooiviiiiiiiiie e (75,131) (79,613)
Benefit Obligation at End of Year..........cccccovviiviiiiiiieccnnnens $ 765,114 $ 767478
Change in Plan Assets:
Fair Value of Plan Assets at Beginning of Year........cococeiieiniinenicicnnnnnens $ 583,511 $ 523,956
Actual Return on Plan ASSELS......co.ooceieiriieieennnieeenri e inienencsie s 51,387 86,875
Employer Contributions ............cccceciiiiriiinic i 52,997 51,970
Plan Participants’ Contributions.. - 328 323
Benefits Paid .........cooovioiiiiieiiiicee e (75.131) (79.613)
Fair Value of Plan Assets at End of Year..........cocoviiics $ 613.092 $ 583,511
FUNAEA SEATUS ... eeeeee et eeeee e ee e e e et s e rsaaesaeesesesaeesabeneeneeesanereas $ (152,022) $ (183.967)
Unrecognized Prior Service Cost . (6,801) (7,332)
Unrecognized Net LOSS .......cooocovvreiriiiinncininne . 265,992 262,509
Prepaid Benefit Cost (Net Amount Recognized) ..oy $ 107.169 $ 71210
Amounts Recognized in the Statements of Financial Position:
Accrued Benefit Liability ......cc.cocieiiiiiniiiiiiiense e $ (148,784) $ (180,959)
Accumulated Other Comprehensive Loss ................. . 255,953 252,169

Prepaid Bencfit Cost (Net Amount Recognized) $ 107.169 $ 71210

Increase (Decrease) in Minimum Pension Liability reflected
in Other Comprehensive LOsS ..o § 3784 2,17
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As of December 31, 2004 and 2003, six and seven of the Company’s pension plans, respectively have
accumulated benefit obligations in excess of plan assets. As of December 31, 2004 and 2003, seven and eight of the
Company’s pension plans, respectively have projected benefit obligations in excess of plan assets. The accumulated
benefit obligations in excess of plan assets, projected benefit obligations in excess of plan assets and total

accumulated benefit obligation are as follows (in thousands):

Year ended December 31,

Accumulated Obligations in Excess of Plan Assets 2004 2003
Projected Benefit Obligations............ooooviiiiiiiiiiinininnnann.e 757,074 $ 760,529
Accumulated Benefit Obligation... 755,840 759,618
Fair Value of ASSetS. .. .cuoiiiiii i, 605,872 577,370

Projected Benefit Obligations in Excess of Plan Assets
Projected Benefit Obligations..................oooo i 764,949 $ 767478
Accumulated Benefit Obligation...........o..ccoveviiiniiiiinnn... 762,427 765,218
Fair Value of ASSetS. ... ..o, 612,894 583,511

Total Accumulated Benefit Obligation.......................co.oooa $ 762,592 $ 765,218

The weighted-average assumptions used to determine the pension plans benefit obligations and net periodic
costs are as follows:

Benefit Obligation Net Periodic Costs
Years ended December 31, Years ended December 3.
2004 2003 2004 2003
Discount Rate.......co.oiviiiiiiiiiiiiiiiie i 5.75% 6.00% 6.00% 6.50% 7.2
3.67% 4.51% 4.1

Rate of Salary Progression................c.cc.ooin. 4.00% 3.67%
Expected Long-Term Rate of Return on Plan Assets... - -

The expected return on plan assets is based on plan specific, historical long-term portfolio performance, asset
allocations and investment strategies, and the views of the plans’ investment advisors along with economic and other
indicators of future performance.

Plan Assets

Plan assets generally consist of equity and fixed income securities of U.S. and foreign issuers. Furthermore,
cquity investments are diversified across large and small capitalizations. The plan assets at December 31, 2004 and
2003 contain no investments in debt securities of the Company and contain no investments in equity securities of
Laidlaw.

Asset management objectives are to maximize plan returns at an acceptable level of risk such that the plan will
be able to pay retirement benefits to plan participants while minimizing cash contributions from the Company over
the life of the plan. Investment risk is measured and monitored on an ongoing basis through periodic investment
reviews.  Additionally, the asset allocations are reviewed periodically using projected benefit payments and long-
term historical returns by asset class to determine the optimal allocation for meeting the long-term strategy. The
reviews are generally conducted by the plans’ investment advisors and are reviewed by the plans’ actuaries and other
experts. The investment and asset allocation policies of the plans prohibit concentrations greater than 10% in any
single equity security, prohibit the use of derivative instruments and do not allow investments in hedge funds.
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Target investment allocations, along with the actual weighted-average asset allocations of the collective pension
plans are as follows:

Percentage of Plan Assets

Target Allocation December 31,
As of December 31, 2004 2004 2003
Equity securities........... 56% 64% 56%
Debt securities ............. 44% 36% 44%
Total....cccoevvvennann. 100% 100% 100%

Plan Contributions and Potential Funding Requirements

Laidlaw, collectively with all of its wholly-owned U.S. subsidiaries, including Greyhound (the “Laidlaw
Group”), is party to an agreement with the Pension Benefit Guaranty Corporation regarding the funding levels of the
Company’s pension plans (the “PBGC Agreement”). On June 30, 2004, the Laidlaw Group contributed $50 million
in cash to the pension plans in accordance with the terms of the PBGC Agreement. Additionally, under the PBGC
Agreement 3.8 million shares of common stock of Laidlaw were issued to a trust formed for the benefit of the
pension plans (the “Pension Plan Trust”). On February 17, 2005, Laidlaw purchased all shares from the Pension
Plan Trust at the closing market price for a total of $84.5 million. The proceeds from the sale were contributed to
the pension plans in accordance with the terms of the PBGC Agreement.

Both the June 30, 2004 and February 17, 2005 contributions have been designated by Laidlaw as capital
contributions to the Company and, accordingly, the Company recorded an increase in additional paid in capital and a
corresponding reduction in pension obligations for the amounts of the contributions effective the dates the
contributions were made.

In addition to the cash contributions to the pension plans pursuant to the PBGC Agreement described above, in
2005, the Company expects to contribute $1.1 million to all plans other than the ATU Plan, for which there is no

funding requirement in 2005.

The most significant of the pension plans, the ATU Plan, represents approximately 90% of the total obligations
of the pension plans. Based upon current regulations, plan asset values at December 31, 2004, the additional
contribution made on February 17, 2005 and assuming annual investment returns exceed 3% the Company does not
anticipate any significant additional minimum funding requirements for the ATU Plan over the next several years.
However, there is no assurance that the ATU Plan will be able to earn the assumed rate of return, that new
regulations may not result in changes in the prescribed actuarial mortality table and discount rates, or that there will
be market driven changes in the discount rates, which would result in the Company being required to make
significant additional minimum funding contributions in the future.
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Expected Future Benefit Payments

Based on current estimates, the future benefit payments under the Company’s defined benefit pension plans over
the next ten years are expected to be as follows (in thousands):

Year ending December 31,

2005 $ 73,865
2006 71,976
2007 . 70,057
2008 68,475
2009 66,926
Calendar years 2010 through 2014 306,622

$ 657921

Multi-employer Plans

Included in the pension plans is a multi-employer pension plan, instituted in 1992 to cover certain union
mechanics, for which the Company made contributions of $0.8 million and $0.9 million for the years ended
December 31, 2004 and 2003, respectively.

Cash or Deferred Retirement Plans

The Company sponsors 401(k) cash or deferred retirement plans that are available to substantially all of its
ongoing salaried, hourly and represented employees. Costs to the Company related to these plans were $2.7 million,
$2.6 million, and $3.3 million for the years ended December 31, 2004, 2003 and 2002, respectively.

Other Plans

A contributory trusteed health and welfare plan has been established for all active hourly employees represented
by the ATU National Local 1700. Other employees who are represented by a collective bargaining agreement may
be under a Greyhound contributory health and welfare plan or a multi-employer plan established by the respective
union. A contributory health and welfare plan has been established for salaried employees and all other hourly
employees who are not represented by collective bargaining agreements. For the years ended December 31, 2004,
2003 and 2002, the Company incurred costs of $27.7 million, $30.1 million, and $32.3 mullion, respectively, related
to these plans. No post-retirement health and welfare plans exist.

The Company also has a defined contribution Supplemental Executive Retirement Plan (the "SERP"), which

covers only key executives of the Company. For the years ended December 31, 2004, 2003 and 2002, the Company
incurred costs of $0.7 million, $0.6 million and $0.8 million, respectively, related to the SERP.
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12. INDEBTEDNESS
Short-term and long-term debt consisted of the following (in thousands):

December 31,

2004 2003
Secured Indebtedness
Revolving bank loan due 2006 .....................cocoimimeeesoereeeoeeoeoee $ - $ -
Capital lease obligations (weighted average 10.6% at December 31, 2004
and 10.5% at December 31, 2003) due through 2033 .......c..ovoevernn., 5,215 6,366
Real estate and equipment notes (weighted average 9.0% at December
31,2004 and 8.6% at December 31, 2003) due through 2010............... 4,410 6,316
Unsccured Indebtedness
1Y% Senior notes, due 2007 ...............o.ooeeeveeeomreseeeeeeeesoeoeeeeooeeo 150,000 150,000
Laidlaw subordinated debt (2.5% at December 31, 2004 and
1.7% at December 31, 2003) due 2007 ........o.ooeereeeeeeooeeeeeeoeo, 37,198 36,469
8Y2% Convertible debentures, due 2007 ........vevooveeeeoeeooeooooeeo 5,164 5,164
Other long-term debt (weighted average 5.2% at December 31, 2004
and 7.1% at December 31, 2003) due through 2013.... 1,227 1,378
Total indebtedness..............ooooveveeeeeoooo 203,214 205,693
Less current portion 0f debt............ooe.oovomooieeeieeeeeeeee e, (2,609) (3,344)
Long-term debt, Nt .........c.viuereeerioeioeeieeeeeeeeeee e $200,605  $202.349

At December 31, 2004, maturities of long-term debt for the next five years ending December 31 and all years
thereafter, are as follows (in thousands):

4,199
193,185
843

862

1,516

$203.214

Revolving Credit Facility

On July 6, 2004, the Company amended its revolving credit facility (the “Revolving Credit Facility”) to extend
the maturity date two years to October 24, 2006, reset certain financial covenants, modify rates of interest on
borrowings and provide for a prepayment premium should the Company terminate the facility before October 24,
2006. Additionally, the amendment allows the Company to elect to extend the maturity date an additional year, to
October 24, 2007, provided that the Company meets certain terms and conditions.

Borrowings under the amended Revolving Credit Facility are available at a rate, determined by reference to a
leverage ratio calculated quarterly, equal to Wells Fargo Bank’s prime rate plus 0.375% to 2.25% or LIBOR plus
2.375% to 4.25%. Letter of credit fees are 3.5% per annum. A 1% prepayment premium is payable should the
Company terminate the facility before October 25, 2005, if terminated between October 25, 2005 and October 23,
2006 the premium is 0.5%, and if after October 23, 2006 there is no premium. Letters of credit or borrowings are
available under the Revolving Credit Facility based upon the total of 80% of the appraised wholesale value of bus
collateral, plus 65% of the quick sale value of certain real property collateral, minus $20 million, (which at
December 31, 2004, aggregated to $104.6 million) subject to a maximum of $125 million, inclusive of a $70 million
letter of credit sub-facility. As of December 31, 2004, the Company had no outstanding borrowings under its
Revolving Credit Facility, issued letters of credit of $61.5 million and availability of $43.1 million.
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Additionally, the Company is required to maintain a minimum cash flow to interest expense ratio, maximum
indebtedness to cash flow ratio and minimum cash flow (the “Financial Covenants”). The Financial Covenants were
established at 15% to 20% less than the levels projected in financial forecasts delivered to the agent bank by the
Company in May 2004. As of December 31, 2004, the Company was in compliance with all of the Financial
Covenants. Based upon historical and recent results and the current financial forecast, management believes that the
Company will remain in compliance with the financial covenants through 2005. However, continued increases in
fuel prices, continued softness in discretionary travel, unforeseen events or changes in assumptions may result in
material differences between the Company’s future financial results or forecasts and the current financial forecast,
and those differences could result in a change in managements’ assessment regarding compliance with the Financial
Covenants.

As described below in Note 16, Legal Matters, the Company has settled the matter brought in a Georgia state
court secking to enforce a default garnishment judgment (the “Default Judgment”). Prior to the settlement, the
lIenders under the Revolving Credit Facility could have, but indicated they would not, declare a default due to the
Default Judgment. Following the settlement, the lenders have confirmed to the Company that no event of default
exists under the Revolving Credit Facility as a result of the Default Judgment.

11%:% Senior Notes

The Company’s 11':% Senior Notes due 2007 (the “11':% Senior Notes”) bear interest at the rate of 1142% per
annum, payable each April 15 and October 15. The 11%% Senior Notes are redeemable at the option of the
Company in whole or in part, at a redemption price of 101.917% until April 15, 2005 at which time they are
redeemable at their $150 million par value, plus accrued but unpaid interest. The 11%:% Senior Note indenture
contains certain covenants that, among other things, limit the ability of the Company to incur additional
indebtedness, pay dividends or make other distributions, repurchase equity interests or subordinated indebtedness,
create certain liens, sell assets or enter into certain mergers or consolidations. As of December 31, 2004, the
Company was in compliance with ali such covenants. i

Laidlaw International, Inc. Subordinated Debt

The intercompany loan is subordinate to the Revolving Credit Facility and matures 91 days after the maturity of
the Revolving Credit Facility. Interest on the loan accrues at the Applicable Federal Rate and is payable at maturity.
8%% Convertible Debentures

Interest on the 8% Convertible Subordinated Debentures due 2007 (“Convertible Debentures™) is payable

semiannually (each March 31 and September 30). The Convertible Debentures may be converted into $525.27 in
cash per $1,000 principal amount of Convertible Debentures.

13. INCOME TAXES

Tax Allocation Agreement

The Company is a member of Laidlaw’s U.S. consolidated tax return group (“U.S. Group™) and subject to a tax
allocation agreement. The Company is allocated its share of the tax liability of the U.S. Group or receives a benefit
for any losses used by the U.S. Group based on its separate taxable income or loss.
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Income Tax Provision

The income tax provision (benefit) consisted of the following (in thousands):

Years Ended December 31,

2004 2003 2002
Current

$ - $ (459) % (8.990)

587 730 764
587 271 (8,226)

- - 60,961
- - (114)

- - 60,847

$ 587 $ 271 $ 52,621

Effective Tax Rate

The difference between the actual income tax provision (benefit) and the tax provision (benefit) computed by
applying the statutory federal income tax rate to earnings before taxes and extraordinary items is attributable to the

following (in thousands):

Years Ended December 31,

2004 2003 2002
Tax benefit at statutory tax rate ..................... . $ (7,839 $ (9.889) $ (7,360)
State income taxes, net of federal benefit 381 475 423
Change in valuation allowance except for items
included in other comprehensive loss 9,170 10,933 60,847
Other ..ot (1.125) (1,248) (1.289)
Income tax provision .............cocoeveeveeoeeeeeeenn. $ 587 $ 271 $ 52,621

Deferred Tax Assets

Significant components of deferred income taxes were as follows (in thousands):

December 31,

2004 2003
Deferred Tax Assets
Federal and state NOL carryforwards...............oooevvoooooooeooeoo $ 94,018 $ 82,773
Claims HabilIties .......o.ooovrioiiociee e 35,466 29,279
Other accrued expenses and liabilities.................c.ccooveoorvveveercerceer, 8,969 10,797
Pension liabilities...............ccoccooeeo. 53,202 64,682
Other deferred tax assets..............ooevovmeueeoveeeeoeeeeeoeeeeee 840 438
Total deferred tax aSSets.............cooeoireemoeeeeeeeeeeeoeeoeeeeoeee, 192,495 187.969
Deferred Tax Liabilities
Tax over book depreciation and amortization . 5313 11,502
Other deferred tax liabilities ............................ 371 148
Total deferred tax Habilities ...............ooooooieoooeeeooe 5,684 11,650
Net deferred tax aSSEts ..........o.ooiivivoieit oo 186,811 176,319
Valuation alloWanCe ...........c.ocooveireeeeeooe e (186,811) _(176,319)

$ -
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The Company has significant net deferred tax assets resulting from operating losses and other deductible
temporary differences that will reduce taxable income in future periods. Statement of Financial Accounting
Standards No. 109 “Accounting for Income Taxes" requires that a valuation allowance be established when it is
"more likely than not" that all or a portion of net deferred tax assets will not be realized. A review of all available
positive and negative evidence needs to be considered, including expected reversals of significant deductible
temporary differences, a company's recent financial performance, the market environment in which a company
operates and the length of operating loss carryforward periods. Furthermore, the weight given to the potential effect
of negative and positive evidence should be commensurate with the extent to which it can be objectively verified.
Therefore, current pretax losses and the reasonable likelihood of significant near-term reversals of deductible
temporary differences carry more weight than forecasted future pretax profits. As a result of book losses incurred in
2002, 2003 and 2004, as well as the significant pension funding required by the PBGC agreement (which gives rise
to tax deductions when made), the Company concluded that it was appropriate to establish and maintain a full
valuation allowance for its net deferred tax assets. Additionally, the Company expects to continue to provide a full
valuation allowance on future tax benefits until it can achieve an appropriate level of pretax profitability that
demonstrates its ability to utilize existing operating loss carryforwards. The valuation allowance increased from
$176.3 million at December 31, 2003, to $186.8 million at December 31, 2004. The change in the valuation reserve
includes a $1.3 million increase resulting from an adjustment to other comprehensive loss related to the increase in
minimum pension liability.

Availability and Amount of NOL's

As a result of the ownership changes in 1992 and 1999, Section 382 of the Internal Revenue Code places an
annual limitation on the amount of federal net operating loss (“NOL”) carryforwards which the Company and the
U.S. Group may utilize. Consequently, $30.4 million and $144.9 million of the Company’s NOL carryforwards are
subject to annual limitations of $6.3 million and $22.2 million respectively. In addition, as a result of Laidlaw’s
ownership change in June 2003, upon emergence from bankruptcy Greyhound’s NOL carryforwards could be subject
to another annual limitation under Section 382. The total NOL carryforwards of $239.2 million expire in the years
2005-2025. Additionally, the Company has a $2.1 million capital loss carryforward which expires August 2007.

14. FAIR VALUES OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used by the Company in estimating the fair value disclosures for
its financial instruments. For cash and cash equivalents, accounts receivable and revolving bank loans, the carrying
amounts reported in the Consolidated Statements of Financial Position approximate fair value. The fair values of the
short-term deposits and long-term insurance deposits and security deposits are based upon quoted market prices at
December 31, 2004 and 2003, where available. For the portion of short-term deposits and long-term insurance
deposits where no quoted market price is available, the carrying amounts are believed to approximate fair value. For
the Laidlaw indebtedness, 8 2% Convertible Debentures and other long-term debt, the fair values are estimated
using discounted cash flow analysis, based upon the Company's incremental borrowing rates for similar types of
borrowing arrangements. The fair values of the 11 %A% Senior Notes were based upon quoted market prices at
December 31, 2004 and 2003.
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The carrying amounts and fair values of the Company's financial instruments are as follows (in thousands):

December 31, 2004 December 31, 2003
Carrying Fair Carrying Fair
Amount Value Amount Value
Other Current Assets
Other Deposits ........oooeveviveueiereeeeeeeeeeeenn, $ 164 $ 164 $ 167 $ 167
Insurance and Security Deposits
Insurance Deposits...........ccccevrveeeeeoreieero 50,383 50,383 26,740 26,740
Security Deposits 5,462 5,462 5,970 5,970
Long-Term Debt
Laidlaw subordinated debt .............................. (37,198) (33,198) (36,469) (34,739)
112% Senior NOtes «.......c.ovvvveeveeeeeeeeerenn (150,000) (152,250) (150,000) (144,000)
8'4% Convertible Debentures . (5,164) (5,241) (5,164) (4,957)
Other Long-term Debt................. . (10,852) (10,836) (14,060) (14,447)

15. LEASE COMMITMENTS

The Company leases certain vehicles, bus terminals, office space and other equipment from various parties
pursuant to capital and operating lease agreements expiring at various dates through 2033. The Company generally
uses lease financing as the principal source of bus financing in order to achieve the lowest net cost of bus financing.
Most of the leases qualify as operating leases for accounting purposes and, as such, only the monthly lease payment
is recorded in the Consolidated Statements of Operations and the liability and value of the underlying buses are not
recorded on the Consolidated Statements of Financial Position. The leases on most of the operating vehicles contain
certain purchase provisions or residual value guarantees and typically have lease terms of seven years. Of those
leases that contain residual value guarantees, the aggregate residual value at lease expiration is $131.1 million of
which the Company has guaranteed $83.0 million. The Company has the right to exercise a purchase option with
respect to the leased equipment or the equipment can be sold to a third party. At December 31, 2004, management
estimates that the residual value on certain leases will exceed the projected fair market value of the underlying buses
by $4.0 million and has established appropriate reserves for this estimated liability.

In January 2003 and June 2004, the Company entered into seven-year operating leases covering 10 and 20
buses, respectively. The leases have an aggregate residual value at lease expiration of $1.4 million and $2.9 million,
respectively, of which the Company has guaranteed $0.8 million and $1.7 million, respectively. As required under
Financial Accounting Standards Board Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements
for Guarantees, Including Indirect Guarantees of Indebtedness of Others”, the Company recorded a liability in an
insignificant amount in both the January 2003 and June 2004 leases for the estimated fair value of the residual value
guarantee imbedded in these leases.

For the ycars ended December 31, 2004, 2003 and 2002, rental expenses for all operating leases (net of sublease
rental income of approximately $2.6 million, $2.9 million and $3.3 million, respectively) amounted to $69.7 million,
$73.9 million and $76.0 million, respectively. Rental expenses for bus operating leases, excluding casual rents and
other short term leases during peak periods, amounted to $49.2 million, $52.9 million and $54.0 million in 2004,
2003 and 2002, respectively.
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At December 31, 2004, scheduled future minimum payments (excluding any payment related to the residual
value guarantee which may be due upon termination of the lease) for the next five years ending December 31, under
capital leases and non-cancelable operating leases are as follows (in thousands):

Capital Operating
Leases Leases
2005 ...t $ 1,769 $ 65,209
3,724 44,515
332 32,365
184 23,180
6 12,773
. 297 30,840
Total minimum lease payments...........ccoeeiimneninricenenns 6,312 $ 208,882
Amounts representing INErest ..........c.vvereererrererenierienreecnnnes 1,097
Present value of minimum lease payments...................... $ 5215

16. LEGAL MATTERS

On September 20, 2004, Greyhound responded to proceedings brought in Georgia state court seeking to enforce
a default garnishment judgment on funds in a Greyhound bank account. This action stemmed from an October 1995
default judgment in the amount of approximately $7 million (the “1995 Judgment”) against Gary Jones, a former
consuitant to Greyhound. More than four years later, in October 2000, the plaintiff who obtained the 1995 Judgment
(the “Plaintiff”) began garnishment proceedings against Greyhound in Georgia state court seeking to recover
amounts owed to Gary Jones, who then allegedly owed the Plaintiff the amount of approximately $11 million based
on the 1995 Judgment plus post-judgment interest. On May 2, 2001, a default judgement for $11 million was
entered by the Georgia state court against Greyhound. On March 10, 2005, Greyhound settled this matter for an
immaterial amount and has reflected the cost of the settlement as a component of non-operating income in its
Consolidated Statements of Operations for the year ended December 31, 2004.

The Company is also a defendant in various lawsuits arising in the ordinary course of business, primarily cases
involving personal injury and property damage claims and employment-related claims. Although these lawsuits
involve a variety of different facts and theories of recovery, the majority arise from traffic accidents involving buses
operated by the Company. The vast majority of these claims are covered by insurance for amounts in excess of the
deductible portion of the policies. Management believes that there are no proceedings either threatened or pending
against the Company relating to such personal injury, property damage and employment-related claims that, if
resolved against the Company, would materially exceed the amounts recorded as estimated liabilities by the
Company.

For information relating to certain environmental matters relating to the Company, see note 17 below under
“Environmental Matters.”
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17. COMMITMENTS AND CONTINGENCIES
Insurance Coverage

The FMCSA has authorized the Company to self-insure its automobile liability exposure for interstate passenger
service up to $3.0 million per occurrence. To maintain self-insurance authority, the Company is required to provide
periodic financial information and claims reports, maintain a satisfactory safety rating by the FMCSA, a tangible net
worth of $10.0 million and a trust fund, initially set at $15 million, to provide security for payment of claims. At
December 31, 2002, and continuing to date, the Company’s tangible net worth has fallen below the minimum
required by the FMCSA to maintain self-insurance authority. The FMCSA granted waivers of the tangible net worth
requirement through December 31, 2005, and, as a condition of the waivers, the Company has been required to
increase the self-insurance trust fund to the greater of $17.7 million or 110% of the estimated unpaid liability for
self-insured claims.

Insurance coverage and related administrative expenses are key components of the Company’s cost structure.
Additionally, the Company is required by the FMCSA, some states and some of its insurance carriers to maintain
collateral deposits or provide other security pursuant to its insurance program. At December 31, 2004, the Company
maintained $50.4 million of collateral deposits (including $37.3 million in the FMCSA trust fund) and had issued
$53.7 million of letters of credit in support of these programs. The loss or further modification of self-insurance
authority from the FMCSA or a decision by the Company’s insurers to modify the Company’s program substantially,
by either increasing cost, reducing availability or increasing collateral, could have a material adverse effect on the
Company’s liquidity, financial condition and results of operations.

Environmental Matters

The Company may be liable for certain environmental liabilities and clean-up costs at the various facilities
presently or formerly owned or leased by the Company. Based upon surveys conducted solely by Company
personnel or its experts, 28 active and 21 inactive locations have been identified as sites requiring potential clean up
and/or remediation as of December 31, 2004. Additionally, the Company is potentially liable with respect to five
active and seven inactive locations which the Environmental Protection Agency (“EPA”™) has designated as
Superfund sites. The Company, as well as other parties designated by the EPA as potentially responsible parties,
face exposure for costs related to the clean-up of those sites. Based on the EPA's enforcement activities to date, the
Company believes its liability at these sites will not be material because its involvement was as a de minimis
generator of wastes disposed of at the sites. In light of its minimal involvement, the Company has been negotiating
to be released from liability in return for the payment of nominal settlement amounts.

The Company has recorded a total environmental liability of $4.6 million at December 31, 2004 of which
approximately $0.7 million is indemnifiable by the predecessor owner of the Company’s domestic bus operations,
now known as Viad Corp. The environmental liability relates to sites identified for potential clean up and/or
remediation and represents the present value of estimated cash flows discounted at a rate commensurate with the
interest rate on monetary assets that are essentially risk free and have a maturity comparable to the underlying
liabilities. As of the date of this report, the Company is not aware of any additional sites to be identified, and
management believes that adequate accruals have been made related to all known environmental matters.

New York Port Authority

The Company operates out of its largest sales location, the Port Authority Bus Terminal of New York (the “Port
Authority”) on a month-to-month basis pursuant to several lease agreements and a license agreement. Although the
Company has reached agreement with the Port Authority on the terms of new long-term lease and license agreements
and expects to operate out of its existing space in the Port Authority for the foreseeable future, because the Port
Authority has not yet executed new long-term agreements, the Port Authority could terminate its agreements with the
Company upon 30-day notice at any time. If the Port Authority were to require the Company to relocate, such
relocation could result in an increase in the costs to operate out of the Port Authority and potentially impact ticket
and food service revenues.
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Non-operating income includes a January, 2005, distribution of $3.4 million from the U.S. Bankruptcy Court in
Brownsville, Texas representing residual claims payments that went unclaimed by or were undeliverable to creditors
and, therefore, reverted to Greyhound as provided for in the Company’s 1990 plan of reorganization.

18. RELATED PARTY TRANSACTIONS

The Company purchases excess coverage for automobile liability, general liability and workers’ compensation
insurance through Laidlaw for claims which exceed $5.0 million and for physical damage to Company property and
business interruption subject to a $100,000 deductible. For the years ended December 31, 2004, 2003 and 2002, the
Company has recorded $10.4 million, $9.7 million and $5.9 million in insurance expense under these programs,
respectively.

During the year ended December 31, 2002, the Company received a refund of $3.3 million from Laidlaw for the
Company’s share of federal income taxes, based upon the Company’s separate taxable loss, utilized by Laidlaw on
its U.S. consolidated tax return.

During 2000, the Company issued $33.3 million of subordinated debt to Laidlaw in satisfaction of accounts
payable due from the Company to Laidlaw. Additionally, during the years ended December 31, 2004 and 2003 the
Company accrued interest on this note of $0.7 million and $0.6 million, respectively. At December 31, 2004 and
2003, the outstanding balance on this note, including accrued interest was $37.2 million and $36.5 million,
respectively.

Laidlaw provides certain management services to the Company including risk management, income tax and
treasury services. During the years ended December 31, 2004, 2003 and 2002, Laidlaw charged the Company $1.8
million, $1.6 million and $1.6 million for these services, respectively.

Laidlaw has provided credit support in the form of corporate guarantees and letters of credit for certain of the
Company’s operating leases. As of December 31, 2004, Laidlaw has guaranteed $77.8 million of future minimum
lease payments on buses under lease by the Company, and has provided $13.1 million in letters of credit.

The Company’s SERP has been funded, through a rabbi trust, with a $3.0 million letter of credit issued by
Laidlaw.

Management of the Company is responsible for managing Greyhound Canada Transportation Corp. and
affiliated companies (“GCTC”), an affiliated company owned by Laidlaw. GCTC’s primary business consists of
scheduled passenger service, package express service and travel services in Canada. Management services provided
to GCTC include oversight of the accounting and finance, strategic planning, real estate, telephone information
center, information technology, travel services, marketing and pricing, internal audit and maintenance functions
along with supplying technology support services. During the years ended December 31, 2004 and 2003, the
Company charged GCTC $2.1 million and $2.0 million, respectively for these services. Also, during 2004, the
Company charged GCTC $1.4 million, representing its share of costs related to a software development project
benefiting the charter and tour operations of both the U.S. and Canadian entities. Additionally, during 2002, the
Company sold buses to GCTC, which resuited in a recorded gain of $0.3 million on gross proceeds from the sale of
approximately $5.7 million.
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The Company makes available to Hotard Coaches, Inc. (“Hotard”), an affiliated company engaged in the travel
services business in the U.S., a revolving credit line subject to a maximum availability of $4.0 million. Borrowings
are available at a rate equal to the prime rate plus 2.5%, and mature the earlier of October 23, 2005 or upon 30 days
notice by the Company. The revolving credit line is secured by liens on substantially all of the assets of Hotard. At
December 31, 2004 and 2003, outstanding borrowings were $2.8 million and $3.2 million, respectively. During the
year ended December 31, 2004, 2003 and 2002, the Company received $0.2 million, $0.3 million and $0.2 million,
respectively of interest income pursuant to this revolving credit line. Additionally, during 2004, the Company
charged Hotard $0.1 million, representing its share of costs related to a software development project benefiting the
charter and tour operations of both the U.S. and Canadian entities.

During 2003, the Company purchased six buses from Interstate Leasing, Inc., an affiliated company owned by
Laidlaw engaged in the travel services business in the U.S. Greyhound paid approximately $1.5 million for these
buses, which approximates the price it would have paid to an independent third party.

The Company provides 38 buses, subject to intermediate term operating leases, and insurance coverage to
Hotard. Additionally, the Company purchases charter services from Hotard, principally for transport of cruise ship
passengers in connection with the Company’s travel services business. During the year ended December 31, 2004,
2003 and 2002, the Company received lease and insurance income of $1.6 million, $0.6 million and $0.4 million,
respectively, and purchased $1.1 million, $0.7 million and $0.3 million, respectively of charter services from Hotard.

The Company provided 30 buses, subject to intermediate term operating leases, to Roesch Lines, a division of
Laidlaw Transit Services, Inc., an affiliated company owned by Laidlaw. Roesch Lines is primarily engaged in
providing charter services in the U.S. Additionally, the Company purchased charter services from Roesch Lines,
principally for transport of cruise ship passengers in connection with the Company’s travel services business. During
the years ended December 31, 2004, 2003 and 2002, the Company received lease and insurance income of $0.6
million, $0.6 million and $0.3 million, respectively, and purchased $0.7 million, $1.0 million and $0.9 million,
respectively, of charter services from Roesch Lines.

Included in accounts receivable on the Company’s Consolidated Statements of Financial Position at December
31, 2004 and 2003 are amounts due from Laidlaw, GCTC, Hotard and Roesch of $3.5 million and $3.6 million,
respectively. Included in accounts payable on the Company’s Consolidated Statements of Financial Position at
December 31, 2004 and 2003 are amounts payable to Laidlaw, Hotard and Roesch of $0.8 million and $1.1 million,

respectively.
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19. QUARTERLY FINANCIAL DATA (Unaudited)

Selected unaudited quarterly financial data for the years ended December 31, 2004 and 2003 are as follows (in
thousands):

First Second Third Fourth
Year Ended December 31, 2004 Quarter Quarter Quarter Quarter
Operating TeVETNUES ............ocooiiiiiiaeercieeeennereeeeneeceenaene $ 220,098 $ 245345 § 259,851 § 231,440
Operating expenses..... 235,351 242.947 250,513 227,696
Operating income (loss).. (15,253) 2,398 9,338 3,744
Non-operating iNCOME ..........cc.cccreiineninieieieiereesreeens - - - (2,116)
INLErest EXPENSE ...oevvvviieieiiieniiiree ettt 6,140 6,136 6,304 6,160
Income tax provision (benefit).. 15 614 302 (344)
MINOTItY INETEST ...ccoivrerieeirmirirnerieeteresienrereeeseeneaserasnras (297) (65) 127 490
Net income (J08S) ....ccoiviieiinieiiiieie e $ i1 $ (4.287) % 2,605 3% (446)
First Second Third Fourth
Year Ended December 31, 2003 Quarter Quarter Quarter Quarter
OPperating reVeNUES .........cccecviriivirrenrineertnrieeenneeeeseenen e $ 217,731 $ 241818 $ 276,640 § 239318
Operating EXPENSES .......ceerrerieiiuierermetersreirreseresneeennans 240,162 245,726 254,946 238,143
Operating income (10S8).....cco.overiierieecnenieienieniereeeeaee (22,431) (3,908) 21,694 1,175
Interest expense ...........cooeoeenne 5,895 6,244 6,352 6,293
Income tax provision (benefit).. 35 934 96 (794)
Minority interest .................... (306) (e 132 702
Net inCome (108S) ....evvierieeeieieceeeeeeee et $ (28055 § (10919) $ 15,114 $ (5.026)
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20. VALUATION AND QUALIFYING ACCOUNTS

Allowance for doubtful accounts, inventory reserves,

were as follows (in thousands):

income tax valuation reserves and claims liability reserves

Additions Additions
Balance at Charged to Charged to Balance
Beginning Costs and Other at End
Classification of Year Expenses Accounts Deductions of Year
December 31, 2002:
Allowance for Doubtful Accounts...... $ 915 $ 773 $ 32 $ (907)(a) $ 813
Inventory Reserves............cccococoeu.... 177 80 41 (27) (¢) 271
Deferred Income Tax Asset
Valuation Reserve..........coccoo..... 27,500 60,847 84,801 - 173,148
Claims Liability.................cccooooen 26,982 55,130 56 _(14,222) (b) 67,946
Total Reserves and Allowances. $ 55,574 $116.830 $ 84,930 $(15.156) $242.178
December 31, 2003:
Allowance for Doubtful Accounts...... $ 8i3 $ 705 $ - $ (154)(a) $ 1,364
Inventory Reserves ..........cccocovvenn., 271 70 - (32) (¢) 309
Deferred Income Tax Asset
Valuation Reserve.......coooeveeuenn... 173,148 - 3,171 - 176,319
Claims Liability. ..............cocooerveerenn.. 67.946 50.155 (103) (28.202) (b) 89,796
Total Reserves and Allowances. $242.178 $ 50.930 $ 3.068 $(28.388) $ 267,788
December 31, 2004:
Allowance for Doubtful Accounts...... $ 1,364 $ 562 $ - $ (77)@ $ 1,155
Inventory Reserves..............coou....... 309 35 - - (¢) 344
Deferred Income Tax Asset
Valuation Reserve .. 176,319 - 10,492 - 186,811
Claims Liability. ...........ccoccoeeinvnn. 89,796 53.879 429 (35.990) (b) 108.114
Total Reserves and Allowances. $267.788 $ 54.476 $10921 $(36,761) $ 296,424
(a) Write-off of uncollectible receivables, net of recovery of receivables previously written-off.
(b) Payments of settled claims.
(c) Write-off of inventory shrinkage.

54




|

|

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

The Company maintains a set of disclosure controls and procedures designed to ensure that information required
to be disclosed by the Company in reports that it files or submits under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported within the time periods specified in Securities and Exchange
Commission rules and forms. As of the end of the period covered by this report, an evaluation was carried out under
the supervision and with the participation of the Company’s management, including its Principal Executive Officer
and Principal Financial Officer, of the effectiveness of the Company’s disclosure controls and procedures. Based on
that evaluation, the Principal Executive Officer and Principal Financial Officer have concluded that the Company’s
disclosure controls and procedures are effective.

There has not been any change in the Company’s internal control over financial reporting that occurred during

the last quarter that has materially affected, or is reasonably likely to materially affect, the Company’s internal
control over financial reporting.
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PART III

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Following is a summary of fees for professional services rendered by PricewaterhouseCoopers LLP for
Greyhound for the years ended December 31, 2004 and 2003 (in thousands):

2004 2003
$ 439 $ 415
73 82
2 3
$ 514 $ 534

Audit Fees: Consist of fees for the audit of the Company’s consolidated financial statements, for review of the
interim condensed financial statements included in the Company’s quarterly reports on Form 10-Q and subsidiary
audits.

Audit Related Fees: Consist of fees for the audit of the Company’s benefit plans and attest services that are not
required by statute or regulation.

Tax Fees: None

All Other Fees: Consist of fees for professional services other than those reported above. These services were
for access to research software for the Company and for actuarial services performed for a pension plan of one of the
Company’s subsidiaries. In 2004, the Company replaced PricewaterhouseCoopers LLP with respect to the actuarial
services.

In accordance with the Sarbanes-Oxley Act of 2002, the Audit Committee Charter governing the Audit
Committee of Laidlaw’s Board of Directors (the “Laidlaw Audit Committee™) provides that the Laidlaw Audit
Committee has the sole authority and responsibility to pre-approve all services and fees related to annual audit
services and audit-related and tax services to be performed for the Company by its independent auditors. The
independent auditor may be considered for other services not specifically approved as audit services or audit-related
and tax services so long as the services are not prohibited by SEC rules and are routine and recurring services, and
would not impair the independence of the auditor. Pursuant to its charter, the Laidlaw Audit Committee has
established pre-approval policies and procedures for such permitted non-audit services. Written documentation
outlining the scope of work, timing, reasons why the independent auditor should perform the work and the proposed
fees are submitted to Laidlaw’s Chief Financial Officer for management approval and if approved, then to the
Laidlaw Audit Committee for approval. Approvals may be received by facsimile or e-mail, or verbally received first
and then followed up in writing. With respect to each proposed pre-approved service, the independent auditor will
provide detailed back-up documentation, which will be provided to the Laidlaw Audit Committee, regarding the fees
and specific services to be provided. All of the services described above were pre-approved by the Laidlaw Audit
Committee. The Company believes that none of the time expended on PricewaterhouseCoopers LLP’s engagement
to audit the Company’s financial statements for fiscal 2004 and 2003 was attributable to work performed by persons
other than PricewaterhouseCoopers LLP’s full-time, permanent employees.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

Certain Documents Filed as Part of the Form 10-K

1. and 2. Financial Statements

The following financial statements are set forth in Item 8 of this report. Financial statement schedules not
included in this report have been omitted because they are not applicable or the required information is shown in the
financial statements or notes thereto. Financial statements for fifty percent or less owned companies accounted for
by the equity method have been omitted because, considered in the aggregate, they have not been considered to
constitute a significant subsidiary.

Page No.
Report of Independent Registered Public Accounting Firm ..o 28
Consolidated Statements of Financial Position at December 31, 2004 and 2003 29
Consolidated Statements of Operations for the Years ended December 31, 2004, 2003
AN 2002, ettt b bttt et a e e eae 30
Consolidated Statements of Stockholder’s Equity (Deficit) for the Years Ended December 31,
2004, 2003 and 2002......ccocuiiiiiiieee e e et 31
Consolidated Statements of Cash Flows for the Years Ended December 31, 2004, 2003
AN 20020t ettt et es s 32
Notes to Consolidated Financial Statements..........oocoueviiiiiiiiiiniieeec e 33
3. Exhibits
3.1 —Second Amended and Restated Certificate of Incorporation of Greyhound Lines, Inc. (8)
32 —Bylaws of Greyhound Lines, Inc. (8)
4.1 —Indenture governing the 8%:% Convertible Subordinated Debentures due March 31, 2007, including
the form of 8'4% Convertible Subordinated Debentures due March 31, 2007. (1)
4.2 —First Supplemental Indenture to the 8/4% Convertible Subordinated Debentures Indenture between
the Registrant and Shawmut Bank Connecticut, N.A., as Trustee. (2)
4.3 —Second Supplemental Indenture to the 8)%4% Convertible Subordinated Debentures Indenture
between the Registrant and State Street Bank and Trust Company, as trustec. (8)
4.4 —Indenture, dated April 16, 1997, by and among the Company, the Guarantors and PNC Bank, N.A.,
as Trustee. (3)
4.5 —First Supplemental Indenture dated as of July 9, 1997 between the Registrant and PNC Bank, N.A.
as Trustee. (7)
4.6 —Second Supplemental Indenture dated as of August 25, 1997 between the Registrant and PNC Bank,
N.A. as Trustee. (7)
4.7 —Third Supplemental Indenture dated as of February I, 1999, between the Registrant and Chase
Manhattan Trust Company as Trustee. (15)
4.8 —Fourth Supplemental Indenture dated as of May 14, 1999, between the Registrant and Chase
Manhattan Trust Company as Trustee. (15)
49 —Form of 11'4% Series A Senior Notes due 2007. (3)
4.10 —Form of 11%% Series B Senior Notes due 2007. (5)
4.11 —Form of Guarantee of 11%% Series A and B Senior Notes. (5)
4.12 —Indenture dated April 16, 1997, by and between the Company and U.S. Trust of Texas, N.A., as
Trustee. (4)
10.1 —Greyhound Lines, Inc. Supplemental Executive Retirement Plan. (8)*
10.2 —First Amendment to Supplemental Executive Retirement Plan. (8)*
10.3 ——Second Amendment to Supplemental Executive Retirement Plan. (8)*
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10.4 —Third Amendment to Supplemental Executive Retirement Plan (8)*

10.5 —Fourth Amendment to Supplemental Executive Retirement Plan (14)*

10.6 —Supplemental Executive Retirement Plan Trust Agreement (8)*

10.7 —Executive Employment Agreement dated January 26, 2005 between Registrant and John Werner
Haugsland. (11)*

10.8 —Appendix A ~ Change in Control Severance Agreement to Executive Employment Agreement dated
January 26, 2005 between Registrant and John Werner Haugsland. (11)*

10.9 —Tax Allocation Agreement dated June 1, 1982, between the Registrant and Laidlaw Transportation
Inc. (15)

10.10  —Loss Portfolio Transfer Agreement dated December 31, 1999, between the Registrant and Laidlaw
Transportation Inc. (15)

10.11 —Memorandum of Agreement, dated March 27, 2004, between the Registrant and the Amalgamated

Transit Union National Local 1700. (13)

10.12 —Greyhound Lines, Inc. Change in Control Severance Pay Program. (8)*

10.13 —Form of Change in Control Agreement between the Company and certain officers of the
Company. (8)*

10.14  —Intercompany Agreement dated as of October 24, 2000, between Registrant and Laidlaw
Transportation, Inc. (6)

10.15 —Letter of Separation between Greyhound Lines, Inc. and Craig R. Lentzsch dated June 25, 2003
(12)*

10.16 —Amended and Restated Loan and Security Agreement among Greyhound Lines, Inc., as Borrower,
the Financial Institutions named as lenders, and Foothill Capital Corporation as Agent dated as of
May 14, 2003 (9)

10.17  —Amendment Number One to Amended and Restated Loan and Security Agreement amoung
Greyhound Lines, Inc., as Borrower, the Financial Institutions named as lenders, and Wells Fargo
Foothill, Inc. as Agent dated as of July 6, 2004. (10)

21 —Subsidiaries of the Registrant (15)

31.1 —Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
(15)

31.2 —Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002 (15)

32.1 —Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002 (15)

* Management contract or compensatory plan.

(1)

%)
(6}

Incorporated by reference from the Company's Registration Statement on Form S-1 (File No. 33-47908)
regarding the Registrant's Common Stock and 10% Senior Notes Due 2001 held by the Contested Claims
Pool Trust.

Incorporated herein by reference from the Registrant's Issuer Tender Offer Statement on Schedule 13E-4
(File No. 5-41800).

Incorporated by reference from the Company’s Registration Statement on Form S-4 regarding the
Company’s 11%% Series B Senior Notes due 2007.

Incorporated by reference from the Company’s Registration Statement on Form S-3 regarding the
Company’s 8/2% Convertible Exchangeable preferred Stock, Common Stock and 8%4% Convertible
Subordinated Debentures due 2009.

Incorporated by reference from Amendment 1 to Form S-4 filed on Junc 27, 1997.

Incorporated by reference from the Registrant’s Annual Report on Form 10-K for the year ended December
31, 2000.
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(7

(8)

&)

(10)
(1
(12)

(13)

(14)

(15)

Incorporated by reference from the Registrant’s Annual Report on Form 10-K for the year ended December
31, 2002.

Incorporated by reference from the Registrant’s Annual Report on Form 10-K for the year ended December
31, 2003.

Incorporated by reference from the Registrant’s Current Report on Form 8-K filed on May 21, 2003.
Incorporated by reference from the Registrant’s Current Report on Form 8-K filed on July 6, 2004.
Incorporated by reference from the Registrant’s Current Report on Form 8-K filed on January 31, 2005.

Incorporated by reference from the Registrant’s Quarterly Report on Form 10-Q for the quarter ended June
30, 2003.

Incorporated by reference from the Registrant’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2004.

Incorporated by reference from the Registrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004.

Filed herewith.
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Pursuant to the requirements of Section 13 or 15(d) 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 in the City of Dallas
and the State of Texas, on March 31, 2005.

GREYHOUND LINES, INC.

By: /s/ STEPHEN E. GORMAN
Stephen E. Gorman
President and Chief Executive Officer
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/_KEVIN E. BENSON Director March 31, 2005
B Kevin E. Benson
/s/ DOUGLAS A. CARTY Director March 31, 2005
Douglas A. Carty
/s/ JEFFREY W. SANDERS Director March 31, 2005
Jeffrey W. Sanders
/s/ STEPHEN E. GORMAN Director, President and Chief March 31, 2005
Stephen E. Gorman Executive Officer
I (Principal Executive Officer)
/s/ JACK W. HAUGSIL.AND Director, Executive Vice President March 31, 2005
Jack W. Haugsland and Chief Operating Officer
/s/ CHERYL W. FARMER Senior Vice President — Finance March 31, 2005
Cheryl W. Farmer and Treasurer

(Principal Financial Officer)

CO-REGISTRANTS
ATLANTIC GREYHOUND LINES OF VIRGINIA, INC.

prm—— By:

/s! JACK W. HAUGSLAND Director, Chairman of the Board, March 31, 2005

Jack W. Haugsland President and Chief Executive Officer
(Principal Executive Officer)

/s/ STEPHEN E. GORMAN Director March 31, 2005
Stephen E. Gorman

/s/ CHERYL W. FARMER Senior Vice President — Finance March 31, 2005
Cheryl W. Farmer and Treasurer

— (Principal Financial and Accounting Officer)
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GLI HOLDING COMPANY
By:

/s/ STEPHEN E. GORMAN
Stephen E. Gorman

/s/ JACK W. HAUGSLAND
Jack W. Haugsland

/s/ CHERYL W. FARMER
Cheryl W. Farmer

GREYHOUND de MEXICO, S.A. de C.V.
By:

/s/ STEPHEN E. GORMAN
Stephen E. Gorman

/s/ JACK W. HAUGSLAND
Jack W. Haugsland

/s/ CHERYL W. FARMER
Cheryl W. Farmer

/s/ WILLIAM J. GIESEKER
William J. Gieseker

Director, President and

Chief Executive Officer
(Principal Executive Officer)

Director, Executive Vice President
and Chief Operating Officer

Senior Vice President — Finance

and Treasurer
(Principal Financial and Accounting Officer)

Director and President
(Principal Executive Officer)

Director and Vice President

Director

Examiner
(Principal Financial and Accounting Officer)

SISTEMA INTERNACIONAL de TRANSPORTE de AUTOBUSES, INC.

By:

/s/ STEPHEN E. GORMAN
Stephen E. Gorman

/s/_ALFONSO PENEDO

Alfonso Penedo

/s/ JACK W. HAUGSL. AND

Jack W. Haugsland

/s/ CHERYL W. FARMER

Cheryl W. Farmer

Director, President and

Chief Executive Officer
(Principal Executive Officer)

Director, Exccutive Vice President
and Director General and Chief
Operating Officer

Director

Senior Vice President — Finance

and Treasurer
(Principal Financial and Accounting Officer)

6]

March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005
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TEXAS, NEW MEXICO & OKLAHOMA COACHES, INC.

By:

/s/ JACK W. HAUGSIL.LAND

Jack W. Haugsland

/s/ GREGORY ALEXANDER

Gregory Alexander

/s/ CHERYL W. FARMER

Cheryl W. Farmer

T.N.M. & O. TOURS, INC.
By:

/s/ JACK W. HAUGSLAND

Jack W. Haugsland

/s/ GREGORY ALEXANDER

Gregory Alexander

/s/ CHERYL W. FARMER

Cheryl W. Farmer

VERMONT TRANSIT CO., INC.
By:

/s/ JACK W. HAUGSLAND

Jack W. Haugsland

/s/ GREGORY ALEXANDER

Gregory Alexander

/s/ CHERYL W. FARMER

Cheryl W. Farmer

Director, President and Chief

Executive Officer
(Principal Executive Officer)

Director

Senior Vice President — Finance

and Treasurer
(Principal Financial and Accounting Officer)

Director, President and Chief

Executive Officer
(Principal Executive Officer)

Director

Senior Vice President — Finance

and Treasurer
(Principal Financial and Accounting Officer)

Director, Chairman of the Board,
President and Chief Executive Officer
(Principal Executive Officer)

Director

Senior Vice President — Finance

and Treasurer
(Principal Financial and Accounting Officer)
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March 31, 2005

March 31, 2005

March 31, 2005

March 31, 2005
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INDEX TO EXHIBITS

Exhibit No Description

4.7 Third Supplemental Indenture dated as of February 1, 1999, between the
Registrant and Chase Manhattan Trust Company as Trustee.

4.8 Fourth Supplemental Indenture dated as of May 14, 1999, between the
Registrant and Chase Manhattan Trust Company as Trustee.

10.9 Tax Allocation Agreement dated June 1, 1982, between the Registrant and
Laidlaw Transportation Inc.

10.10 Loss Portfolio Transfer Agreement dated December 31, 1999, between
Registrant and Laidlaw Transportation Inc.

21 Subsidiaries of the Registrant.

31.1 Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

31.2 Certification of Principal Financial Officer pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

32.1 Certification Pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002.
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