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Hon. Vernon A. Williams

Secretary Officeihf"l;Erchegdings
Surface Transportation Board )
1925 K Street, NW (7% 1.) NGV . ) 2003
Washington, DC 20423-0001 Part of

Public Recorg

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-Q of Greyhound Lines, Inc., for the quarterly
period ended September 30, 2003.

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 I otherwise can be of assistance, please let me know.

Sincerely yours,

‘e BPAL
ﬂhn?/‘k

Fritz

enc.

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




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

Form 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2003

OR
[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OfﬂcGENTERED
OF THE SECURITIES EXCHANGE ACT OF 1934 of Proceeg,
For the transition period from __to __ N oy 2 9 ) gs
Commission file number 1-10841 Pars 3
Ly
ublic Rego, d
GREYHOUND LINES, INC.

and its Subsidiaries identified in Footnote (1) below
(Exact name of registrant as specified in its charter)

Delaware 86-0572343
(State or other jurisdiction of (LR.S. employer
incorporation or organization) ] identification no.)

15110 N. Dallas Parkway, Suite 600
Dallas, Texas 75248
(Address of principal executive offices) (Zip code)

(972) 789-7000
(Registrant's telephone number, including area code)

None
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period
registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days.

YES _X_ NO

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Act).

YES NO_X

As of November 7, 2003, the registrant had 587 shares of Common Stock, $0.01 par value, outstanding all
of which are held by the registrant's parent company. :

This Form 10-Q is also being filed by the co-registrants specified under the caption “Co-Registrants”, each
of which is a wholly-owned subsidiary of Greyhound Lines, Inc. and each of which has met the conditions
set forth in General Instructions H(1)(2) and (b) of Form 10-Q for filing Form 10-Q in a reduced disclosure
format. :

a
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Co—Regisfrants

This Form 10-Q is also being filed by the following entities. Except as set forth below, eéach 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.R.S. Employer ' . Jurisdiction

Commission Identification booof
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. Delaware
Greyhound de Mexico, S.A. de C.V. 333-27267-05 None Republic of

. Mexico

Sistema Internacional de Transporte de Autobuses, 333-27267-08 75-2548617 . Delaware
Inc.
802 Commerce Street, 3™ Floor
Deallas, Texas 75201
(214) 849-8616
Texas, New Mexico & Oklahoma Coaches, Inc. 333-27267-10 75-0605295 Delaware
1313 13th Street o :
Lubbock, Texas 79408
(806) 763-5389
T.N.M. & O. Tours; Inc. 333-27267-11 75-1188694 + Texas
(Same as Texas, New Mexico & Oklahoma 3
Coaches, Inc.)
Vermont Transit Co., Inc. 333-27267-12 03-0164980 Vermont

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

As of September 30, 2003, Atlantic Greyhound Lines of Virginia, Inc. had 150 shares of common stock outstanding
(at 2 par value of $50.00 per share); GLI Holding Comipany had 1,000 shares of common stock outstanding (at a par
value of $0.01 per share); Greyhound de Mexico, S.A. de'C.V. had 10,000 shares of common stock outstanding (at a
par valtue of $0.10 Mexican currency per share); Sistema Internacional de Transporte de Autobuses, Itic.-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. Tgurs, 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 shares. of common stock outstanding (no par value). ‘Each of the above named co-registrants (1) have filed all -
reports, required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the f)receding 12
months (or for such shorter period such co-registrant was required to file such réports), and (2) have been subject to
such filing requirements for the past 90 days. ‘ ‘




GREYHOUND LINES, INC. AND SUBSIDIARIES

PART L. FINAN‘C]AL‘INFORMATI’ON

Item 1. Financial Statements:
Interim Consolidated Statements of Financial Position as of
September 30, 2003 (Unaudited) and December 31, 2002 .......ioccrrecererrnvinrnnnes
Interim Consolidated Statements of Operations for the Three and
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Item 6. Exhibits and Reports on Form 8-K
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PART L. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS




GREYHOUND LINES, INC. AND SUBSIDIARJES:
INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(in thousands, except share amounts)

September 30, December 31,

2003 2002
(Unaudited) :
Current Assets :
Cash and cash eqUIVAIENES ......cviviveriierereiererereireeeserireee b st sssieassaeeneas $ 5,697 $ 5,946
Accounts receivable, less allowance for doubtful accounts of $ 43,966 47,255
Inventories, less.allowance for shrinkage of $307 and $271.......cccovvimnrunnriienees . 9,884 9,530
Prepaid:iexpenses sttt ssars s tsssaanesta b saasaoban 7,201 8,456
Other current assets ..... 2,943 ; 3,364
Total CUITEnt ASSELS ...c.uureierrs e onncrse s ne b 6 ) 69,691 74,551
Property, plant and equipment, net of accumulated depreciation of $272,258
ANA $244,485 ..ottt b et en et et e ettt n e b e e 386,289 407,816
Investments in unconsolidated affiliates .. 15,336 17,679
Insurance and security deposits .. 32,071 30,357
Goodwill : 3,040 ! 3,040
Intangible assets, net of accumulated amortization of $39,679 and $37,983 ........... 29,710 27,880
TOLAL ASSEES vvveererieiencies it e tseceeteseeseeeteasesesescose e en e be e e e bens e beneen e s s eneseesentntens $ 536,137 $ 561,323
Current Liabilities
Accounts payable ...........coeenne. eettereaevetebettesiesertteae et eseseae e ettt et e eanbenesnte et erene e $ 24,547 $ 26,422
Accrued liabilities . 59,973 | 62,758
Rents payable ........ . 10,810 19,423 .
Unredeemed tickets ............ e 8,691 13,119
Current portion of claims liability ..... 26,651 ! 19,578
Current maturities of long-term debt .. 3,602 - 4,364
Total Current Liabilities ......... 134,274 145,664
Pension 0bHEation ........ccovvieiieneeienivenneneeeneens 219,540 242,103
Claims Hability ... ......eovieeeeicieree e .. 53,787 42,880
Long-term debt, net ... ‘ 208,032 . 211,839
Minority interests .. 2,959 3,300
Other liabilities.......... . 26,538 29,049
Total LIabiliEs .:e.cueveiernerioeiire e et bes s s ssene s ennaniins 645,130 ¢ 674,835
Stockholder's Deficit
Common stock (1,000 shares authorized; par value $.01; 587 shares issued).... - ‘ -
Capital in €XCESS OF PAT VAL ....cvuueeeeirnreransieeremeeesicesseessereseseessisesesssssesscns - 370,391 320,391
REtAINEA AEfICIL. .. cveneerreieereieis i stearees e esssnssse et beaessnsnessssssessseesenssseneses Geemereneoni (214,459) ‘ (190,599)
Accumulated other comprehensive loss, net of tax benefit of $28,880 . .
and $28, 791 .o et e (264,925) (243,304)
Total Stockholder's DEfiCit .......c..coicvmevniiciiiiiicn e ~ o (108,993) ‘ © ' (113,512)

Total Liabilities and Stockholder's Deficit .........eriveesnneees s $ - 536,137 - $§ 561,323

The accompanying notes are an integral part of these statements.




~GREYHOUND LINES, INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS
‘ (in thousands)

Three Months Ended Nine Months-Ended
September.30, Septembéer 30,
2003 2002 2003 . .2002
(Unaudited) - (Unaudited)
Operating Revenues ‘
PAaSSENEET SETVICES. ... .ouiucucvererenesicnensresresssnenans $ 240,221 $ 244,569 $ 627,717 $ 645488
Package express.... . 10,187 10,337 29,198 29,829
FOOA SEIVICES cvvereereerieineiinneerenenaierinneeesaseeenseennnens 11,037 11,823 30,653 L 32,300
Other operating TEVENUES. ........vewrsiveeesrreesecrnene 15,195 14,041 48,621 = . 45451
Total Operating REVETIUES. ....eeeevsiicerenerenes 276,640 280,770 736,189 . 753,068
Operating Expenses ‘

i MAIBEEIIAINICE. 1. eeveerencesreaeenresreeeseeesseesesseesesssesanes 27,767 . 25,711 78,256 + 75,600
Transportation.......c.eeeecr e tecrnircseisneneessenenns 63,817 66,815 187,928 . 185,078
Agents'.commiissions-and station costs. 47,474 49,770 - 134,790 = 138,343
Marketing, advertising and traffic.... 6,541 6,898 19,123 - 20,537
Insurance and safety........ el 18,592 23,378 55,058 .+ 59,343
Géneral and administrative............ ST 31,391 30,229 94,464 94,492
Depreciation and amortization..............cocereercnsnens 14,143 12,694 . 40,988 ©37,502
Operating taxes and licenses 15,589 16,497 45,269 46,851
OPErating TENLS....c.eveeiiererereereeeisesiaeisennsinsnssesnennes 19,103 19,681 60,126 =~ 59,520
Cost of goods sold — food services.........coevnurnien. 6,862 ' 7,610 19,643 21,148
Other operating expense'sl.‘. .................................... . 3,667 4,350 5,189 ) 5,697

Total Operating EXpenses. ......c....o.oo.corvereen. 254,946 263,633 740,834 . 744,111
Operating Income (LoSS):...ccccovvimrrirmmnnisivineiniinanas 21,694 17,137 (4,645) j 8,957
Interest EXPense........ocoivveiiniinrieinese o 6,352 6,122 18,491 19,633
Income (Loss) Before Income Taxes, Minority

Interests and Cumulative Effect of Accounting

Change:.....oc.ovniiiiiiiiiii i 15,342 11,015 (23,136) (10,676)
Income Tax Provision .........ccccccceveennle eetsvenetsensenien 96 66,155 1,065 57,479
Minority INtETestS......vcuecioereciiiriiirireiiiime et 132 (271) (341) - (1,830)
Income (Loss) Before Cumulative Effect :

of Accounting Change..........c..coooviinnivinnain 15,114 (54.869) (23,860) | (66,325)
Cumulative Effect of a Change in Accounting ‘ ’ ' |

for Goodwill............... [T PSPPI - (2,483) -1 (40,047)
Net Income (LoSS)...c.cvnivecnennennnn SN $ 15114 . $ (57,352)  $ (23,860) $ (106,372)

The accompanying notes are an integral part of these statements.




GREYHOUND LINES, INC. AND SUBSIDIARIES
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Nine Months Ended
September 30,
2003 2002
(Unaudited) .
Cash Flows From Operating Activities :
INEE 0SS 1iireviiisieeeetesesenenesrese s eseereseeetensensencaessssssisrsas s ensessnc s bensbbebanes $ (23,860) $ (106,372)
Cumulative effect of accounting change...................ooiie - 40,047
-Non-cash expenses and gains included in Nt 1088 .....c.c.oevrevivsiicennnnns 48,088 103,696
Net change' in'certain operating assets and Habilities .........cooccvnins (7,658) 39,251
Net cash provided by operating activities ........c....vovveniiiniiiiienennn. - 16,570 76,622
Cash Flows From Investing Activities ) !
Capital expenditures .............co..... e eeee s renrene s (20,178) (33,048)
Proceeds from assets sold ... 5,355 6,138
Other investing activities ..........coe.cu. 2,858 69
Net cash used for inVeSting ACHVIHES .........wvreererreresesrecerresiersicenns ) (11,965) © (26,841
Cash Flows From Financing Activities
Payments on debt and capital lease obligations ... (3,292) (6,470)
Proceedsfromnewborrowings....,‘.........,...................4.....’ ..... 1,420 1,240
" Net change in revolving credit facility .... 2,375) (54,794)
Other financing ransactions ....iee..ocuvvvivuvriiirieeeie et (607) 1(468)
Net cashi used for financing activities ... ..... ... i (4,854) (60,492)
Net Decrease in Cash and Cash Equivalents.............................. (249) (10,711)
Cash and Cash Equivalents, Beginning of Period............................ - 5,946 20,913
Cash and Cash Equivalents, End of Period..........ccconeeeeernmuncerrieccncns $ 5,697 $ 10,202

The accompanying notes are an integral part of these statements.




GREYHOUND LINES, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2003 :
(Unaudited)

1. INTERIM CONSOLIDATED FINANCIAL STATEMENTS

In the opinion of management, the unaudited Interim Consolidated Financial Statements of Greyhound Lines, Inc.
and Subsidiaries ("Greyhound" or the "Company") include all adjustments, consisting of only normal recurring
adjustments, necessary to present fairly the Company's financial position as of September 30, 2003, the results of its
operations. for the three and nine months ended September 30, 2003 and 2002 and cash flows for the: nine months
ended September 30, 2003. and 2002. Due to the seasonality of the Company's operations, ‘the iresults of its
operations for the interim period ended September 30, 2003 may not.be indicative of total results forthe full year.
Certain information and footnote disclosures tiormally included in financial statements prepared in acéordance with
generally accepted accounting principles have been condensed or omitted pursuant to the rules aqd regulations
promulgated’ by the' Securities and Exchange Commission. The unaudited Interim Consolidated Financial
Statements should be read in conJunctlon with the audited Consolidated Financial Statements of Greyhound Lines,
Inic. and Subsidiaries and accompanying notes for the year ended December 31, 2002. Certain reclasmﬁcatlons have
been made to the prlor period statements to conform them to the current year presentation.

On March 16, 1999, the Company’s stockholders approved the Agreement and Plan of Merger w1th Laidlaw Inc.
(“Laidlaw”) pursuant to.which the Company becamea wholly owned subsidiary of Laldlaw (the “Merger”). The
consolidated financial statements of the Company do not reflect any purchase accounting ad_]ustments relatmg to the
Merger. .

On June 28, 2001, as part of a financial restructuring, Laidlaw, Laidlaw USA, Inc., Laidlaw International Finance
Corporation, Laidlaw Investments.Ltd., Laidlaw One, Inc. and Laidlaw Transporation, Inc. filed voluntary petitions
for reorganization under Chapter 11 of the U.S. Bankruptcy Code in the United States Bankruptcy Court fot the
Western District of New York, under a jointly administered case captioned, In re: Laidlaw USA, Inc., ¢t al, Case No.
01-14099. On that date, Laidlaw and Laidlaw Investments Ltd. also filed cases under the Canada. Companies®
Creditors Arrangement Act in the Ontario Superior Court of Justice in Toronto, Canada, court file no; 01-CL-4178.
Neither Greyhound, nor any of its subsidiaries were included in, or made party to, these reorﬂamzatlcm filings and
proceedings.

In December 2002, Laidlaw-agreed to the principal economic terms of a settlement of claims asserted in the
bankruptcy proceedings by the Pension Benefit Guaranty Corporation (“PBGC”) relating to the. current pension
obligations of Greyhound. See Note 5 for further information.

Effective June 23, 2003, Laidlaw emerged from the court-supervised reorganization process after completing all
required actions and satisfying or reaching agreement with its creditor constituencies on all remaining conditions to
its Third Amended Plan of Reorganization. This Plan was confirmed by the U: S. Bankruptcy Court for the Western
District of New York by order dated February 27, 2003. In accordance with the Plan of Reorganizdtion, Laidlaw
completed an internal corporate restructuring, in whlch Laidlaw International, Inc. (“LII) acquired all of the assets
of Laidlaw, a Canadian corporation. Additionally, pursuant to-the Plan, LIl domesticated into the Unﬁed States as a
Delaware corporation. The consolidated financial statements of the Company do not reflect any fresh start
accounting adjustments relating to the reorganization of LII:

2. OTHER COMPREHENSIVE INCOME OR LOSS

The Company includes unrealized gains and losses on available-for-sale securities and changes in minimum pension
liabilities as other comprehensive income or loss. For the three months ended September 30, 2003 and 2002,
comprehensive loss was $5.2 million and $74.2 million, respectively. Additionally, for the nine .months ended

- September 30, 2003 and 2002, comprehensive loss was $45.5 million and $122.7 million, respéctively. The
difference between net income (loss) and other comprehensive loss in 2003 and 2002 is due to changes in minimum
pension liabilities and unrealized gains and losses on available-for-sale securities.




GREYHOUND LINES, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Continued)
‘ September 30, 2003
(Unaudited)

3. REVOLVING CREDIT FACILITY

On May 14, 2003, the Compary entered into an amended and restated revolving credit fac111ty (“Revolving Credit
Facility””) superceding the previous tevolving credit facility. Changes to the agreement included,:among other
things, a lower advance rate on buses, the addition of all remaining unpledged buses to the collateral base, a
modified advance rate on real estate collateral, increased rates of interest on borrowings and letter of credit fees, an
increase-in the letter of credit sub-facility, a lower minimum cash flow to interest expense ratio and a higher
maximum total debt to cash flow ratio fot the balance of 2003, elimination of the minimum net worth:covenant and
the addition of 4 minimum cash flow covenant. ' ‘

As of September 30, 2003, the Company had outstanding borrowings under its Revolving Credit Fafcility of $5.4
million, issued letters of credit of $56.9 million and availability of $52.4 million. 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, plis 65% of the quick sale value of certain real property collateral, minus $20 millién, (which at
September 30, 2003, aggregated to $114.7 million) subject to 2 maximum of $125 million; inclusive ofa $70 million
letter of credit sub-facility. -Borrowings under the Revolving Credit Facility are available to the Company at a rate
equal to Wells Fargg Bank’s prime tate plus 1.5% per annum or LIBOR plus.3.5% per annum -as selected by .the
Company. Letter of credit fees are 3.5% per annum. Borrowings under the Revolving Credit F: acﬂlty mature on
October 24, 2004. The Revolving Credit Facility is secured by liens on ‘substantially all of the ‘assets of the
Company and the stock and assets of certain of its subsidiaries. The Revolving Credit Facility is subject to’¢ertain
affirmative and negative operating and financial -covenants, including maximum total debt to cash flow ratio;

mihimum cash flow to interest expense ratio; minimum cash flow; limitation on non-bus capltal iexpenditures;
limitations on additional liens, indebtedness, guarantees, asset disposals, advances, investments and loans; and
restrictions on the redemption or retirement of certain subordinated indebtedness or equity-interests, payment of
dividends and transactions with affiliates, including LII. As of September 30, 2003, the Company was in
compliance with all such covenants.

In accordance with the terms of the Revolving Credit Facility the Company submitted a financial forecast for the
remainder of 2003 and 2004 to the agent bank. Based upon this forecast management is unable to predict with
reasonablé assurance whether the Company will [remain in compliance with the térms of the Revolving Credit
Facility. Although the Company has been successful in obtaining necessary amendments to the Reviolving Credit
Facility in the past, there can be no assurances that the Company will obtain additional modifications in the future, if
nieeded, or that the cost of any future modifications or other changes in the terms of the Revolvmg Credit Facility
would not have a material effect on'the Company.

4. LEASE COMMITMENTS

The Company generally uses lease financing 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. Most of the leases are designed to qualify as operating leases for accountlng purposes
and, as$ sach, 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.

In January 2003, the Company enteréd into a seven year operating lease covering 10 buses. The lease has an
aggregate residual value at lease expiration of $1.4 million of which the Company has guaranteed $0.8 million. 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 1n51g111ﬁcant amount, for the estimated fair value of the residual value guarantee imbedded
in.this lease.




GREYHOUND LINES, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Continued)
September 30, 2003
(Unaudited)

5. PENSION PLANS

The Company maintains nine defined benefit pension plans and has historically obtained actuarial valuations on the
plans twice a year. -The most recent actuarial valuation, as of May 31, 2003, reflected a $26.9 million decrease in
the funded status of the pension plans as compared to the December 31, 2002 actuarial valuation. The decline in
funded status is primarily attributable to a decline in the discount rate used to calculate the benefit obhgatlon from
6.5%-at December 31, 2002 to 5.75% at May 31, 2()03 offset somewhat by an increase in plan assets due to
investment gains.

Plan status as of the last two valuation dates is as follows (in millions):

Plan Measurement Date

May 31, 2003 " December 31, 2002
Benefit Obligation ‘ $ 804.7 $ 768.0
Fair Value of Plan’ Asscts - ' 533.8 » 524.0
Funded Status (270.9) (244.0)
Unrecognized Prior Serv1ce Cost (74) (7.9)
Unrecognized Net Loss ) 303.2 284.1
Funding After Measurement Date 50.1 -
Prepaid Benefit Cost $ 75.0 $ 322
Accrued Benefit Liability $ (219.5) $ (242.1)
Accumulated Other Comprehensive Loss 294.5 2743
Prepaid Benefit Cost ~$ 75.0 $ 322

‘The Company is required to record an additional minimum pension liability when the pension: p]ans accumulated
benefit obligation exceeds the plans' assets by more than the amounts previously accrued for as pension costs.
These charges are recorded as a reduction to stockholder’s equity as a component of accumulated comprehensive
loss, net of any available tax benefit. During the third quarter of 2003, after obtaining the most recent actnarial
valuation, the Company recorded an increase in the minimum liability of $20.2 million.

PBGC Agreement and Potential Pension Plan Funding Requirements

LII, collectively with all of its wholly-owned U.S. subsidiaries, including Greyhound (the “Laldlaw Group™), are
party to an agreement with the PBGC regarding the funding levels of the Company’s pension plans (the “PBGC
Agreement™). Under the PBGC Agreenient, upon LII’s emergence from bankruptcy on June 23, 2003, the Laidlaw
Group contributed $50 million in cash to the pension plans. Additionally, LII issued 3.8 million shares of common
stock of LII to a trust formed for the benefit of the pension plans (the “Pension Plan Trust”). The fair value of the
LII common stock was estimated to be $50 million at the time of emergence based upon third party valuations
provided to LII in connection with their bankruptcy proceedings. The trustee of the Pension Plan Trust will sell the
stock as soon as practicable, but in no event latet than the end of 2004. All proceeds from the stock sales will be
contributed directly to the pension plans. If the proceeds from the stock sales éxceed $50 million, the excess amount
may be credited against any future required minimum fundlng obligations. If the proceeds-from the stock sales are
less than $50 million, the Laidlaw Group will be required to contribute the amount of the shortfall‘in cash to the
pens1on plans at the end of 2004. Further, the Laidlaw Group will contribute an additional $50 million in cash to the
pension plans in June 2004. These contributions and' transfers will be in "addition to the minimum funding
obligations to the pension plans, if any, required under current regulations.

10




GREYHOUND LINES, INC. AND SUBSIDIARIES
" NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Contmued)
September 30, 2003 -
(Unaudited)

5. PENSION PLANS (Continued)

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 and: plan asset values at September 30, 2003, and assuming
annual investment returns eéxceed 3% and that the contributions required under the PBGC Agreement are made
along the timeframé outlined above, the Company does not anticipate any significant additional minimum funding
requirenients 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 prescribe changes in actuarial mortality tables
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.

The first $50 million cash contribution has been designated by LII as a capital contribution. to the Company and,
accordingly, in June-2003 the Company recorded a $50 million increase in additional paid in capltal and a $50
million reduction in pension obligations. At September 30, 2003, all 3.8 million shares of LIl common stack
‘remained in the Pension Plan Trust and no dividends had been received from LIT on these shares. Based upon the
closing price of the LII stock on the over the counter market, the shares had an.aggregate market value of $39.1
million at November 11, 2003. )

6. MATERIAL CONTINGENCIES
Insurance Coverage

The Department of Transportation (“DOT”) has granted the Company authority to self-insure its autoniobile liability
exposure for interstate passenger service up to a maximum level of $5.0 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 DOT, a tangible net worth of $10.0 million and a $15.0 million trust fund 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 DOT to maintain self-insurance authority. In March 2003, the
Company sought a waiver from DOT of this tangible net worth requirement. On July 25, 2003, the DOT granted the
waiver of this requirement through December 31, 2004. As a condition of the waiver, the Company was required to
increase the selfiinsurance trust fund by $2.7 million. The DOT. will also require the Company to make additional
_ trust fund contributions to the extent that self-insured reserves exceed (as measured semi-annually) the‘then balance
in the trust fund. The trust fund level will be reduced back to $15 million once the Company’s tangible net worth
exceeds $10 million. The loss or further modification of self-<insurance authority- from the DOT -could have a
material adverse effect on the. Company’s liquidity, financial condition and results of operations. ‘

Union Contracts

The Amalgamated . Transit Union (the "ATU") represents approximately 4,833 of the Company's employees,
including drivers, telephone information agents in the Omaha location, terminal workers in seven locations and
about half of the Company's ‘mechanics. The largest ATU agreement (“ATU 1700”), covers the drivers and
maintenance employees and expires on January 31, 2004. The Company began early contract negotiations with
ATU 1700 in an attempt to entet into a new bargammg agreement prior to the January 31, 2004 expiration of the
current agreement. . In April 2003 and again in September 2003 new bargaining agreements were submitted to the
membership of ATU 1700 for vote. In May 2003 and again. in October 2003, the members voted to reject the
proposed contracts. As of the date of this report additional negotiations have been scheduled for January 2004. If
the members of ATU 1700 were to engage in a strike or other work stoppage the Company could experience a
significant, dlsruptlon of operations, or if the Company is unable to negotiate .an acceptable new agreement there
could be an increase in operating costs as a result of higher wages or benefits paid to the union men}bers either of
which could have a material adverse effect on the business, financial condition and results of operations of the
Company.
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GREYHOUND LINES, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Continued)
September 30, 2003 :

(Unaudited)

7. RELATED PARTY TRANSACTIONS

During the quarter ended Seﬁté‘mber 30, 2003 the Company purchased six buses from Interstate Leésing, Inc., an
affiliated company owned by LII 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.

Included, in accounts reccivable on the Company’s Interim Consolidated .Statements of Financial Position: at
September 30, 2003 and December 31,2002, are amounts due from LII or one of LII’s subsidiaries of $3.7 million
and $3.9 million, respectively. - Included in accounts payable -at September 30, 2003 and December 31, 2002, are
amounts due to LI or one of L1I’s subsidiaries of $0.9 million and $4.1 million, respectively.




ITEM 2. - MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

General

Greyhound is the only nationwide provider of scheduled intercity bus transportation services in the United States.
The Company's primary business consists of scheduled passenger service, package express service and food services
at-certain terminals. * The Company's consolidated operations inchide a nationwide network . of terminal and
maintenance facilitics, a fleet of approximately 2,800 buses and approximately 1,700 sales outlets. )

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 .operating cash. flows are also seasonal with ‘a disproportionate amount of the Compé;my’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.

Results of Operations

The following table sets forth the\Company's results of operations asa percentage of total operating revenue for the
three and-nine months ended September 30, 2003 and 2002: '

Three Months Ended Nine Months Ended
September 30, September 30,
‘ 2003 2002 2003 © 2002
Operﬁting Revenues )
Passenger services . 86.8% 87.1% - 85.3% 85.7%
Package express .............. 3.7 3.7 4.0 4.0
FOOd'SEIVICES ....cvuvmiviiresinniieeeeseee e 4.0 4.2 4.1 ‘ 43
Other operating reVenues .............o...oo........ 5.5 5.0 6.6 6.0
Total Operating Revenues ..............co........... 100.0 100.0 - 100.0 100.0
Operating Expenses
Maintenance 10.0 9.2 10.6 10.0
Transportation 23,1 23.8 255 246
Agents' commissions and station costs . 17.2 17.7 18.3 18.4
Matketing, advertising and traffic ................... . 24 2.5 .26 27
Insurance and safety ...........ccoeveiioveevinennnnnn, 6.7 83. 7.5 79
General and administrative .... 11.4 10.7 12.8 12.5
Depreciation and amortization .. 5.1 4.5 5.6 5.0
Operating taxes and licenses-.. 5.6 5.9 6.1 6.2
Operating rents ......... ettt 6.9 7.0 8.2 7.9
Cost of goods sold — food services ................. 25 2.7 2.7 2.8
Other operating expenses .............. . 1.3 1.6 0.7 0.8
Total Operating Expenses ... 92.2 939 100.6 988
Operating Income (LoSS) ....o.oouoceeveremerren, 7.8 6.1 (0.6) 1.2
Interest EXPENSE .......cuevuiveecieen oo, 2.3 2.2 2.5 2.6
Income (Loss) Before Income Taxes . 55. 3.9 3B.1D (1.4)
Income Tax Provision .............cco.loivennnnn. 0.0 23.5 0.1 7.6

Minority Interests 0.0 (0D 0.0 (0.2)
Income (Loss) Before Cumulative Effect »
of Accounting Change ..............c............. 55 (19.5) (3.2) (8.8)
Cumulative Effect of a Change in Accounting :
for Goodwill ..o, - (0.9 - . (5.3) -
Net Income (Loss) .... 5.5%. (20.4)% (3.2)%: (14.1)%
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The following table sets forth certain operating data for the Company for the three and nine months ended ‘
September 30, 2003 and 2002.. Certain statistics have been adjusted and restated from those previously published to

provide consistent-comparisons.

Three Months Ended September 30,

Nine Months Ended September 30,

2003 2002 % Change 2003 2002 % Change

Regular Service Miles (000's) ......... 83,200 91,948 (9.5%) 233,180 254,375 (8.3%)
Total Bus Miles (000's) .......... . 84,715 93,274 (9.2%) 239,846 260,478 (7.9%)
Passenger Miles (000's) ..... . 2,270,469 2,503,441 (9.3%) . 6,148,177 6,725,537 (8.6%)
Passengers Carried (000’s) .............. 6,131 6,532 (6.1%) 16,616 17,756 (6:4%)
Average Trip Length (passenger : .
miles + passengers carried)............ 370 383 (3:4%) 370 379 (2.4%)
Load (avg. number of passengers
per'regular service mile)... 27.3 272 0.4% 26.4 264 0.0%
Load Factor (% of avallable seats
filled)........... Bestussastsniastesguenerdogbesnenee 53.9% 54.7% (1.5%) 52.1% 52.8% (1.3%)
Yield (regular route revenue + i :
PasSENer MIles)..v.v.reuveceeineirennenss $ 01058 § 0.0977 8.3% $ 0.1021 $ 0.0960 6.4%
Average Ticket Price.................. $ 3918 $§ 3744 4.7% $ 3778 $ 3635 3.9%
Total Revenue Per Total Bus Mile... $§ 3.266 $  3.010 8.5% $ 3.069 $ 2891 6.2%
Cost Per Total Bus Mile: : '

Maintenance......c.co.eevverioeeerernnenins $§ 0328 $ 0276 18.8% $ 0326 $ 0.29 12.4%

Transportation.........c...cocevveccnnsee $ 0753 %

0.716 5.2% $ 0784 $ 0711 10.3%

Three and Nine Months Ended September 30, 2003 Compared to the Same Periods in 2002

Operating Revenues. Total operating revenues decreased $4.1 million,-down 1.5%, and $16.9 million, down 2.2%
for the three and nine months ended September 30, 2003, compared to the same periods in 2002.

Passenger services revenues decreased $4.3 million, down 1.8%, and $17.8 million, down 2.8%, for the three and
nine months ended Septembeér 30, 2003, compared to the same periods in 2002. A significant portion of the decline,
$3.1 million daring the third quarter of 2003 and $14.3 million for the nine months ended September 30, 2003, was
due to reduced revenue in the Hispanic passenger markets due to: the shut-down of operations at.one of the
Company’s subsidiaries during the third quarter of 2002. Additionally, during the nine months ended September 30,
2003 passenger revenues were adversely affected by the following external factors: severe winter weather in
February 2003 resulting in the temporary suspension of service and lost sales in the Northeast U.S., the war in Iraq
and resulting increase in the terror alert level during the Easter and Memorial Day holidays, the blackout in the
N oﬁheast U.S. during August and the hurricané along the U.S. East Coast during September.

During the first quarter of 2003 a 9.0% decline in passengers carried was significantly offset by a 6.4% increase in
ticket prices resulting in a 3.1% passenger revenue decline for the quarter. During the second quarter of 2003 the
Comipany reduced restrictions on advance purchase discount tickets in an attempt to stimulate demand. While this
moderated the decline in passengers carried (along with the placement of Easter which occurred in the second
quarter of 2003 compared to the first quarter of 2002), the resultant change in mix of tickets sold substantially
reduced the i increase in‘average ticket price. As a result, the second quarter passenger decline of 4.3%, only slightly
offset by a 0.8% increase in average ticket price, produced a decline in passengér revenue similar to the first quarter
of 2003: Entering into the peak summer travel period, the Company replaced and increased the restrictions on
advance purchase discount tickets and raised ticket prices on long distance trips.. While the increase in ticket prices
caused a further decline in passengers; down 6.1%, the 4.7% increase in average ticket prices largely offset these
passenger declines, resulting in only a 1.8% decline in passenger revenue in the third quarter of 2003.
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Package express revenues decreased $0.2 million, down 1.5%, and $0.6 million, down 2.1%, for the three and nine
months ended September 30, 2003, compared to the: same periods in 2002. The Company continues to experience
reduced standard ploduct deliveries (the traditional, low value, terminal to terminal market segment) which'has been
somewhat offset by increases in Daily Direct, a guaranteed same day or early next morning service, as well as
increases in Authorized:Shipping Outlet sales for United Parcel Service.

Food services revenues decreased $0.8 million, down 6.6%, and $1.6 million, down 5.1%, for the three and nine
months ended September 30, 2003 compared to the same periods in 2002 primarily due to the decrease;i n passenger
traffic.

Other operating revenues, consisting primarily of revenue from travel services and in-terminal sales and services,

increased $1.2 million, up 8.2%,:and $3.2 million, up 7.0%, for the thrée and nine months ended September 30,
2003, compared to the same periods in 2002. The increase is ptincipally due to increased charter services and
increases in “meet and greet” services provided to cruise lines. .

Operating Exgense Total operating expenses decreased $8.7 million, down 3.3%, and $3.3 million, down 0.4% for
the three and nine months ended September 30, 2003 compared to the same periods in 2002.- The reduction in
expenses is primarily due to lower sales, reduced bus miles and staffing reductions partially offset by increases in
maintenance costs, pensmn expense and depreciation. Additionally, expenses for the quarter include severance costs
related to a reduction in force on October 1, 2003 and the write-off of an investment in an unconsolldated subsidiary
partially offset by a write-off in the prior year:of Golden State T: ransportation.

Maintenance costs increased $2.1 million, up 8.0%, and $2.7 million, up 3.5% for the three and nine months ended
September 30, 2003 compared to the same periods.in 2002. On a per mile basis, maintenance.costs increased 18.8%
and 12.4%, for the three and nine months ended September 30, 2003, primarily due to a higher average fleet age,

inflationary wage rate increases for mechanics and increased materials. costs as a result of fewer bus engines and
transmissions under warranty. Additionally, regular service bus miles were down significantly, 9.5% for the three
months and 8.3% for the rine months ended September 30, 2003. 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 salaries, decreased.$3.0 million, down 4.5%
for the three months ended September 30, 2003, and increased $2.9 million, up 1.5% for the nine months ended
September 30, 2003, compared to the same periods in 2002. During the three and nine months ended September 30,
2003 the average cost per gallon of fuel was $0.88 and $0.91 per. gallon, compared to.$0.80 and $0.73 per gal]on
during the same periods in 2002, resulting in increased fuel costs of $1.1 million and $7.4 million, respectively.
Additionally, driver hiring and trammg costs were $1.4 million higher during the nine months ended September 30,
2003 due to increased hiring of new drivers during the first quarter of 2003. The increase in fuel and driver hiring
costs was offset by reduced costs due to the reduction in miles operated. On a per-mile basis, excluding the effects
of fuel price changes and driver hiring costs, transportation expenses increased by 4.0% and 5.1%, for the three and
nine months ended September 30, 2003, due mainly to contractual driver wage increases and fewer miles operated in
the Company’s subsidiaries which generally operate at a lower driver wage rate per mile than in the Greyhound
Lines unit.

Agents" commissions and station costs. decreased $2.3 million, down 4.6%, and $3.6 million, down 2.6%, for the
three and nine months ended September 30, 2003, compared to the same periods in 2002. The decrease is primarily
due to. lower commissions as a result of decreased ticket sales and lower terminal and call center wages due to
reduced staffing resulting from lower passenger volumes.

Marketing, advertising and traffic expenses decreased $0.4 million, down 5.2%, and $1.4 million, down 6.9%, for
the three and nine months ended September 30, 2003, compared to the same periods in 2002. ' As leisure and
discretionary travel has remained soft, management continues to reduce advertising and department staffing. when
compared to prior year.

Insurance and safety costs decreased $4.8 million, down 20.5%, and $4.3 million, down 7.2% for the three and nine
months ended September 30, 2003 compared to the same periods in 2002. For the three and nine months ending
September 30, 2003, the decline is principally due to a one-time charge in the prior year of $3.1 million resulting
from a change in reserving methodology from the actuarial mid-point to the actuarial maximum. Additional
declines wete due to the reduction in miles operated and in the number of severe accidents, offset somewhat by an
increase in the cost of excess insurance coverage and growth in the average cost per claim due principally to medical
cost inflation.
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General and administrative expenses increased $1.2 million, up 3.8% during the three months ended September 30,
2003, -and decreased slightly during the nine months ended September 30, 2003 compared to the same periods in
2002. The increase for the three months ended September 30, 2003, is attributable to higher pension icosts of $2.7
million, partially offset by lower health and welfare costs and decreased wages and other costs due to lower business
volumes. For the nine months ended September 30, 2003, hlgher pension costs were completely offset’ by other cost
reductions.

Deprematmn and amortization expenses mcreased $1.4 million, up 11.4%, and $3.5 million, up 9. 3%, for the three
and nine months ended September 30, 2003, compared to the same periods in 2002. The increases. are pllman]y due
to-inflationary increases in the cost of recent capital expenditures for buses, structures and capltahzed software

- which, due to the long-lived nature of the Company’s assets, significantly exceeds the historical cost ba31s of asset
dlsposals

Operatmg taxes and licenses expense decreased $0.9 million, down 5.5%, and $1.6 miliion' down 3. 4%; for the three
and nine months ended September 30, 2003, compared to the same periods in 2002. Decreased fuel taxes as a result
of a-decline in miles operated were somewhat offset by increased property taxes.

Operating rents decreased $0.6 million, down 2.9% for the three months ended September 30, 2003; and ihcreased
$0.6 million, up 1.0%, for the nine months ended September 30, 2003, compared to the same periods in 2002.
Durmg the. nine months ended September 30, 2003 the increase is due to higher casual bus rentals as a result of the
increases in charter revenue and the placement of Christmas (which resulted in more return traffic: occurring in
January 2003 than occurred in January 2002), offset by declines in casual bus rentals in the third quarter as a result
of lower business Volume

Food services cost of goods sold decreased $0.7 million, down 9.8%, and $1.5 million, down 7.1%, for;the three and
nine months ¢nded September 30, 2003, compared to the same periods in 2002 due primarily to the decrease in food
services revenues and actions taken by management to reduce hours of operation.

Other operating expenses decreased $0.7 million, down 15.7%, and $0.5 million, down 8.9% for the three and nine
months ended September 30, 2003, compared to the: same periods in 2002. For the three and nine months ended
September 30, 2003; severance costs related to a reduction in force and the write-off of an investment in an
unconsolidated subsidiary were less than a $4 million charge in the prior year associated with the write-off of an
mvestment in and receivables from Golden State Transportation. Additionally, during the nine months ended
September 30, 2003 severance costs associated with the departure of the Company’s Chief Executive;Officer were
largely offset by gains recorded on the sale.of an investment. Management anticipates savings of approx1mate1y
$2.5 to $3.5 million per quarter beginning in the fourth quarter of 2003 due to the workforce reduction.

Interest -expense increased $0.2 million, up 3.8% for the three months ended September 30, 2003, and decreased

$1.1 million, down 5.8%, for the nine months ended September 30, 2003, compared to the same periods in 2002.
The inicrease for the three months ended September 30, 2003 was due to the increased borrowmgs and borrowing
rate under the Company’s amended and restated revolving credit facility. The decrease for the nine months ended
September 30, 2003 is due to a decrease in the average debt outstanding during the period and a decrease in overall
interest rates.

During the third quarter of 2002 the Company established a full valuation allowance for its deferred tax assets, and

as a result the Company’s current year tax expense for the three and nine months ended September 30, 2003
principally represents state tax expense related to the Company’s subsidiaries which operate in separate return states.

Minority- interests for the three and nine months ended September 30, 2003, reflects the minority partners’ share of
current year profit and losses in the Company’s Hispanic joint ventures. During the three months endéd: September
30, 2003 the joint ventures were profitable while in the same period in 2002 they incurred losses, and during the
nine months ended September 30, 2003 the joint ventures incurred lower losses than during the same periods in
2002.

During the first quarter of 2002, the Company adopted Statement of Financial Accounting Standards. No. 142
“Accounting for Goodwill and Other Intangible Assets” (“SFAS 142”) and, as a result, recorded a non-cash charge
as a cumulative.effect of a change in accounting principle.




Liquidity and Capital Resources

The Company requires significant cash flows to finance capital expenditures, including bus acquisitions, and to meét
its debt service and other continuing obligations: ‘As of September 30, 2003, the Company had $211.6 miillion of
outstanding debt, implicit debt equivalent to $269.7 million for off-balance sheet bus operating leases and $56.9
million of outstanding letters of credit (which principally support recorded.claims liabilities). The Company's
principal sources of liquidity are expected to be cash flow from opetations (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 iew bus purchases-and borrowings under its revolving credit facility. Generally new term
financing (inc¢luding bus operatmg lease financing) must be obtained to support the. Company’s annudl capital
expenditure needs. - Additionally, the Company is currently limited under the terms of its senior note inidénture as to
the amount of additional indebtedness that may be incurréd. If new bus financing cannot be obtained in the future,

or is limited pursuant to the senior note indenture, the Coriipany would have to reduce capital expend1tures resulting
in an increase in fleet age and costs to_operate the fleet. :

Net cash provided by operating activities for the nine months ended September 30, 2003 was $16.6 million, a
decrease of $60.0 million from the $76.6 million provided during the same period of 2002. The decrease is
primarily due to the increased operating loss during the nine months ended September.30, 2003, reductions in rents
payable and slower growth in recorded claims liabilities. The reduction in rents paydble is principally due to the
timing of uneven rent payments on a large bus lease and the slower growth in recorded claims; liabilities is
principally due to increased levels of claims payments as the portfolio matures. Net cash used by investing activities
for the ninc months ended September 30, 2003 was $12.0 million compared to $26.8 million used for investing
activities durihg the same period of 2002. For the nine months ended September 30, 2003 the Company had lower
capital expenditures and increased proceeds due to investment gains recorded on the sale of securities owned by the
Company. Net cash used by financing activities for the nine months ended September 30, 2003 was:$4.9 million
compared' to $60.5 million used for financing activities during the same period in 2002. The réeduction was
principally dug to lower repayments of advances under the Revolving Credit Facility. ‘

On May 14, 2003, the Company entered into an amended and restated revolving credit facility (“Revolving Credit
Facility”) supercedmg the previous revolving credit facility. Changes to the-agreement included, among other
things, a lower advance rate on buses, the addition of all remaining unpledged buses to the colldteral base, a
modified advance rate on real estate collateral, increased rates of interest on borrowings and letter of dredit fees, an
increase in the letter of credit sub-facility, a lower minimum cash flow to interest expense ratio and a higher
‘maximum total debt to cash flow ratio for the balance of 2003, elimination of the minimum net worth tovenant and
the addition of a minimum cash flow covenant. As of September 30, 2003, the Company was in comphance with all
such covenants. ' As of September 30, 2003, the Company had outstanding borrowings under its Rcvolvmg Credit
Facility of $5.4 million, issued letters of credlt of $56.9 million and availability of $52.4 million.

In accordance with the terms of the Revolving Credit Facility the Company submitted a financial forecast for the

* remainder of 2003 and 2004 to the agent bank. Based upon this forecast management is unable toipredict with
reasonable assurance whether the Company will remain in compliance with the terms of the Revo]vmg Credit
Facility. Although the Company has been successful in obtaining necessary amendments to the Revolving Credit
Facility in the past, there can be no assurances that the Company will obtain additional modifications i in the future, if
needed, or that the cost of any future modifications or other changes in the terms of the Revolving Credlt Facility
would not have a material effect on the Company.
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PBGC Agreement and Potential Pension Plan Funding Requirements

Laidlaw International, Inc. (“LIT”), collectively. with all of its wholly-owned U.S. subsidiaries, including Greyhound
(the “Laidlaw Group™), are party to an agreement with the Pension Benefit Guaranty -Corporation .(“PBGC”)
regarding the funding levels of the Company’s pension plans (the “PBGC Agreement”). * Under the PBGC
Agreement, upon LII’s emergence from bankruptcy on.June 23, 2003, the Laidlaw Group contributed $50 million in
cash to the pension plans. Additionally, L1I issued 3.8 million shares of common stock of L1I to a trust formed for
the benefit of the pension plans (the “Pension Plan Trust”): The fair value of the LII commen stock was estimated
to be $50 niillion at the time of emergence based upon third party valuations provided to LII i conngction with. their
bankruptcy proceedings. The trustee of the Pension Plan Trust will sell the stock as soon as practlcable but in no
event later than the end of 2004, All proceeéds from the stock sales will be contributed directly to the penswn plans.

If the proceeds from the stock sales exceed $50 million, the excess amount may be credited against any firture
required minimum funding obligations. 'If the proceeds from the stock sales are less than $50 million, the Laidlaw
Group will be required to contribute the amount of the shortfall in cash to the pension plans at the rcnd of 2004,

Further, the Laidlaw Group will contribute an additional $50 million in ‘cash to the pension plans m June 2004

These contributions and transfers will be in addition to the minimum funding obligations to the penswn plans, if
any, required under current regulatlons

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 and plan asset values at Septeniber 30, 2003, and assuming
annual investment returns exceed 3% and that the contributions required under the PBGC Agreement are made
along the timeframe outlined above, the Company does not anticipate any significant additional minitum 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 prescribe changes in actuarial mortality tables
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.
The first $50 million cash contribution has been designated by LII as a capital contribution to the Gompany and,
accordingly, in June 2003 the Company recorded a $50 million increase in additional paid in capital and a $50
million reduction in pension obligations. At -September 30, 2003, all 3.8 million' shares of LIl common stock
remained in the Pension Plan Trust and no dividends had been received from LIl ‘on these shares. Based upon the
closing price of the LII stock on the over the counter market, the shares had an aggregdte market Va]ue of $39 1
million at November 11, 2003.

Insurance Coveraﬂe

The Department of Transportation (“DOT”) has granted the Company authority to self-insure its automoblle liability
exposure for interstate. passenger service up to a maximum level of $5. 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 DOT, a tangible net worth of $10.0 million and a $15.0 million:trust fund 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 DOT to maintain self-insurance authority. In Maich 2003, the
Company sought a waiver from DOT of this tangible riet worth requirement. On July 25, 2003, the DOT granted the
waiver of this requirement through December 31, 2004. As a condition of the waiver, the Company was required to
increase the self-insurance trust fund by $2.7 million. The DOT will also require the Company to make additional
trust fund contributions to the extent that self-insured reserves exceed (as measured semi-annually) the then ba]ance_
in the trust fund.  The trust fund level will be reduced back to $15 million once the Company’s tangible net worth
exceeds $10 million. The loss. or further modification of self-insurance ‘authority from the DOT icould have a
material adverse effect on the Company’s liquidity, financial condition and results of operations.
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Union Contracts

The Amalgamated Transit Union (the "ATU") represents approximately 4,833 of the Company's employees,
including drivers, te]ephone information agents in the Omaha location, terminal workers in seven locations and
about half of the Company's miechanics. The largest ATU. agreement (“ATU 1700”), covers thé drivers and
maintenance employees and expires on January 31, 2004. The Company began early contract negotiations with
ATU 1700-in an atiempt to enter into a new bargammg agreement prior to the January 31, 2004 expiration of the
‘current agreement.. In Aprd 2003 and again in September 2003 new bargaining agreements were subthitted to the
membership of ATU 1700 for vote. In May 2003 and again in October 2003, the members voted. to reject the
proposed contraéts. As-of the date of this report additional niegotiations have been scheduled for January 2004. 1f
the members of ATU 1700 were to engage in a strike or other work stoppage the Company could: rexperience a
significant disruption of operations, or if the Company is unable to negotiate an acceptable new agreement theré
could be an increase in opefating costs as a result of higher wages or benefits paid to the union members, either of
which could have a matetial adverse effect on the business, financial condition and results of opetations of the
Company. ‘ :

Risks Associated with Forward-Lookmg Statements Included in this Form 10-Q

Statements in this Forin 10-Q that are not purely historical facts, mcludmg statements regardmg our- beliefs,
expectations, intentions, projections or strategies for the future, may be "forward:looking statements" under the
Private Securiti¢s Litigation Reform Act of 1995. All forward-looking statements' involve risks:and:uncertaintics
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 authofity to self-
insure; the impact of changes in fuel pfices; the effect of future Government regulations; potential pension plan
funding requirements; limitations on financing flexibility and availability due to the potential inability ‘of the
Company to remain in-compliance with covenants required under its various debt agreements or changing credit
markets; the ability to renew. labor agreements without incurring a work stoppage or slowdown; disruptions to
Company . operations as a result of forced relocations of terminals or garages; and othier factors described fromtime
to time in the Company’s publicly available Securities and Exchange Commission filings. The Comparly 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.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK -

There have been no material changes in market risk from the disclosures provided in Item 7A. Quantitative and
Qualitative Disclosures About Market Risk as set forth in the. Company’s 2002 Form 10-K.

ITEM 4. CONTROLS AND PROCEDURES

Greyhound Lines, Inc.’s management, inc]uding the Principal Executive Officer and Principal Financial Officer,
carried out an evaluation of the Company’s disclosure controls and procedures (as defined in Rule 13a-15(e) under
the Securities Exchange Act of 1934, as amended) as of the end of the period covered by this Report. Based on that
evaluation, the Company’s Principal Executive Officer and Principal Financial Officer concluded that the Company
had sufficient procedures for recording, processing, summarizing and reporting financial information that is required
to be disclosed in its reports under the Securities Exchange Act of 1934, as amended. The Company’s management
designed Greyhound Lines, Inc.’s disclosure controls and procedures.

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

last fiscal quarter that has materially affected, or is reasonably hkely to materially affect, the Company’s internal
control over financial reporting.
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PART 1I. OTHER INFORMATION

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
(2) Exhibits
2311 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, : . :

(b) Reports on Form 8-K ‘
On July 7,-2003, the Company filed a current report on Form 8-K with the Securities and Exchange

Commission reporting the emergence of Laidlaw International, Inc. from the court-supervised
reorganization process effective June 23, 2003. No financial statements were included. ‘
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P

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized:

Date: November 14, 2003
’ GREYHOUND LINES, INC.

By: /s/ Cheryl W. Farmer
Cheryl W. Farmer

Vice President - Finance

ATLANTIC GREYHOUND LINES OF
VIRGINIA, INC.

By: /s/ Cheryl W. Farmer
Cheryl W. Farmer

Vice President - Finance
GLI HOLDING COMPANY
By: /s/ Cheryl W. Farmer

Cheryl W. Farmer

Vice President - Finance
GREYHOUND de MEXICO, S.A. de C.V.
By: /s/ William J. Gieseker

William J. Gieseker
Examiner

SISTEMA INTERNACIONAL de
TRANSPORTE de AUTOBUSES, INC.

By: /s/ Cheryl W: Farmer
Cheryl W. Farmer
Vice President - Finance

TEXAS, NEW MEXICO & OKLAHOMA
COACHES, INC.

By: /s/ Cheryl W. Farmer
Cheryl W. Farmer

Vice President - Finance

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

By: /s/ Cheryl W. Farmer
Cheryl W. Farmer

Vice President - Finance

VERMONT TRANSIT CO., INC.

~ By: /s/vChery‘]-W.Farmer
Cheryl W. Farmer
Vice President - Finance
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