SECURITIES AND EXCHANGE COMMISSION
 Washington, D. C. 20549
FORM 8-K
CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
Date of Report (Date of earliest event reported): September 13, 1999
RYDER SYSTEM, INC.
 (Exact name of registrant as specified in its charter)

           Florida                   1-4364                      59-0739250
       ---------------            -----------                  -------------
       (State or other            (Commission                  (IRS Employer
jurisdiction of incorporation)    File Number)               Identification No.)



   3600 NW 82nd Avenue, Miami, Florida                               33166
----------------------------------------                          ----------
(Address of principal executive offices)                          (Zip Code)

Registrant's telephone number, including area code: (305) 500-3726

RYDER SYSTEM, INC.

                                TABLE OF CONTENTS

                                                                            PAGE
                                                                            ----

ITEM 2.    Acquisition or Disposition of Assets.                              3

ITEM 7.    Financial Statements and Exhibits.

           (b)   Pro Forma Financial Information

                 (1)   Introduction to Unaudited Pro Forma Consolidated
                         Condensed Financial Information                      4

                 (2)   Unaudited Pro Forma Consolidated Condensed
                         Balance Sheet as of June 30, 1999                    5

                 (3)   Unaudited Pro Forma Consolidated Condensed
                         Statement of Earnings for the six months ended
                          June 30, 1999                                       6

                 (4)   Unaudited Pro Forma Consolidated Condensed
                         Statement of Earnings for the year ended
                          December 31, 1998                                   7

                 (4)   Notes to Unaudited Pro Forma Consolidated
                         Condensed Financial Information                      8

           (c)   Exhibits                                                     9

           Signatures                                                        10

           Exhibit Index

2

ITEM 2. Acquisition or Disposition of Assets.
On September 13, 1999, Ryder System, Inc. (the "Company") completed the sale of Ryder Public Transportation Services, Inc., the Company's public transportation services segment, to FirstGroup plc ("FirstGroup") for $940 million. The preliminary purchase price was determined by negotiations between the Company and FirstGroup and was paid in cash at closing. The purchase price is subject to adjustment by December 12, 1999 for changes in the net assets of the public transportation services segment from May 31, 1999 to September 13, 1999.
The Company will record an after-tax gain on the sale of approximately $348 million, substantially all of which will be recorded in the third quarter of 1999. The actual amount of the gain is subject to the resolution of the purchase price and the finalization of transaction costs and exit costs to separate the public transportation business. The disposal of the public transportation services segment will be accounted for as a discontinued operation and accordingly, its operating results and cash flows will be segregated and reported as discontinued operations in the Company's consolidated financial statements.
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ITEM 7. Financial Statements and Exhibits.
INTRODUCTION TO UNAUDITED PRO FORMA CONSOLIDATED
CONDENSED FINANCIAL INFORMATION
The following unaudited pro forma consolidated condensed financial information is based on the historical consolidated condensed financial statements of Ryder System, Inc. and subsidiaries, adjusted to give effect to the sale of its public transportation services segment and the application of proceeds therefrom.
The unaudited pro forma consolidated condensed statements of earnings for the six months ended June 30, 1999 and the year ended December 31, 1998 give effect to the sale of the public transportation services segment and the application of proceeds therefrom, as if each of the underlying transactions had been consummated on January 1, 1998. The unaudited pro forma consolidated condensed balance sheet as of June 30, 1999 gives effect to the sale of the public transportation services segment and the application of proceeds therefrom, as if each of the underlying transactions had been consummated on June 30, 1999.
On September 13, 1999, the Company completed the sale of the public transportation services segment to FirstGroup plc ("FirstGroup") for $940 million in cash. The purchase price is subject to adjustment by December 12, 1999 for changes in the net assets of the public transportation services segment from May 31, 1999 to September 13, 1999. The accompanying unaudited pro forma consolidated condensed financial information assumes (I) a purchase price of $925 million based on the net assets of the public transportation services segment as of June 30, 1999; and (II) cash proceeds of $660 million, net of direct transaction costs and expenses and income taxes.
The Company has announced its intention to use the proceeds from the sale for working capital needs and other prudent capital investment purposes, for debt reduction consistent with its objective of maintaining and improving its existing credit ratings, and to deliver value to its shareholders through a share repurchase program. As such, the accompanying unaudited pro forma consolidated condensed financial information assumes $460 million and $200 million of the pro forma cash proceeds are used for debt reduction and share repurchases, respectively. The unaudited pro forma consolidated condensed statements of earnings for the six months ended June 30, 1999 and the year ended December 31, 1998 assume an interest rate of 5.33% and 5.91%, respectively, based on the Company's average commercial paper borrowing rates for those periods, and a stock repurchase price of $23.38 based on the Company's closing common stock price on September 13, 1999.
The unaudited pro forma consolidated condensed financial information should be read in conjunction with the historical financial information (financial statements, related notes and Management's Discussion and Analysis of Financial Condition and Results of Operations) included in the Company's most recent annual report and Form 10-Q filed with the Commission, copies of which are available from the Company. The pro forma adjustments are based on available information and assumptions management believes to be reasonable. The pro forma information does not purport to represent what the Company's results would have been if the sale had occurred at the dates indicated, nor does it purport to project the results of the Company or its financial position for any future period.
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RYDER SYSTEM, INC AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED BALANCE SHEET (UNAUDITED)
 June 30, 1999
(In thousands, except per share amounts)

                                                                                            (NOTE 1)
                                                                                            PRO FORMA
                                                                      HISTORICAL           ADJUSTMENTS             PRO FORMA
                                                                     -------------       ---------------         -------------
Assets
Current assets:
     Cash and cash equivalents                                       $      65,595                (2,468) (a)           81,819
                                                                                                 924,775  (b)
                                                                                                (906,083) (c)
     Receivables                                                           544,746               (80,093) (a)          464,653
     Inventories                                                            73,899                (9,590) (a)           64,309
     Tires in service                                                      190,413                (7,841) (a)          182,572
     Prepaid expenses and other current assets                             139,255                (2,234) (a)          135,484
                                                                                                  (1,537) (d)
                                                                     -------------       ---------------         -------------

                                                                         1,013,908               (85,071)              928,837
Revenue earning equipment                                                3,664,993              (190,760) (a)        3,474,233
Operating property and equipment                                           600,100               (15,998) (a)          584,102
Direct financing leases and other assets                                   595,233                (5,255) (a)          593,776
                                                                                                   3,798  (e)
Intangible assets and deferred charges                                     309,216               (62,471) (a)          246,745
                                                                     -------------       ---------------         -------------

                                                                     $   6,183,450              (355,757)            5,827,693
                                                                     =============       ===============         =============

Liabilities and Shareholders' Equity
Current liabilities:

     Current portion of long-term debt                               $     697,783                  (696) (a)          237,052
                                                                                                (460,035) (c)
     Accounts payable                                                      530,115               (13,129) (a)          516,986
     Accrued expenses                                                      429,929               (23,449) (a)          425,172
                                                                                                  18,692  (e)
                                                                                                 246,048  (d)
                                                                                                (246,048) (c)
                                                                     -------------       ---------------         -------------

                                                                         1,657,827              (478,617)            1,179,210
Long-term debt                                                           2,269,605                (1,514) (a)        2,268,091
Deferred income taxes                                                      841,577               (15,769) (d)          825,808
Other non-current liabilities                                              332,955                (6,686) (a)          325,375
                                                                                                    (894) (e)
                                                                     -------------       ---------------         -------------

         Total liabilities                                               5,101,964              (503,480)            4,598,484
                                                                     -------------       ---------------         -------------

Shareholders' equity:
     Common stock of $0.50 par value per share (shares
         outstanding at June 30, 1999: historical - 69,898,865;
         pro forma - 61,342,865)                                           601,746               (73,658) (c)          528,088
     Retained earnings                                                     506,259               347,723  (f)          727,640
                                                                                                (126,342) (c)
     Accumulated other comprehensive income                                (26,519)                                    (26,519)
                                                                     -------------       ---------------         -------------

         Total shareholders' equity                                      1,081,486               147,723             1,229,209
                                                                     -------------       ---------------         -------------

                                                                     $   6,183,450              (355,757)            5,827,693
                                                                     =============       ===============         =============
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RYDER SYSTEM, INC AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED STATEMENT OF EARNINGS (UNAUDITED)
 Six months ended June 30, 1999
(In thousands, except per share amounts)

                                                                                 (NOTE 1)
                                                                                 PRO FORMA
                                                         HISTORICAL             ADJUSTMENTS               PRO FORMA
                                                        -------------         ---------------           -------------
Revenue                                                 $   2,697,055                (328,201) (g)          2,368,854
                                                        -------------         ---------------           -------------

Operating expense                                           1,980,492                (269,966) (g)          1,710,526
Freight under management expense                              206,752                       -                 206,752
Year 2000 expense                                              21,659                    (688) (g)             20,971
Depreciation expense, net of gains                            299,551                 (17,363) (g)            282,188
Interest expense                                              100,173                  (5,796) (g)             87,246
                                                                                       (7,131) (h)
Miscellaneous expense                                           3,014                     149  (g)              3,163
                                                        -------------         ---------------           -------------

                                                            2,611,641                (300,795)              2,310,846
                                                        -------------         ---------------           -------------

      Earnings before income taxes                             85,414                 (27,406)                 58,008
Provision for income taxes                                     33,124                 (14,172) (g)             21,533
                                                                                        2,581  (i)
                                                        -------------         ---------------           -------------

      Earnings from continuing operations               $      52,290                 (15,815)                 36,475
                                                        =============         ===============           =============


Earnings per common share:

      Basic                                             $        0.74                                            0.59
                                                        =============                                   =============

      Diluted                                           $        0.74                                            0.58
                                                        =============                                   =============


Weighted average shares outstanding:

      Basic                                                    70,856                  (8,556) (j)             62,300
                                                        =============                                   =============

      Diluted                                                  71,112                  (8,556) (j)             62,556
                                                        =============                                   =============
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RYDER SYSTEM, INC AND SUBSIDIARIES
PRO FORMA CONSOLIDATED CONDENSED STATEMENT OF EARNINGS (UNAUDITED)
Year ended December 31, 1998
 (In thousands, except per share amounts)

                                                                           (NOTE 1)
                                                                           PRO FORMA
                                                    HISTORICAL            ADJUSTMENTS            PRO FORMA
                                                  --------------        ---------------        --------------
Revenue                                           $    5,188,724               (581,748) (g)        4,606,976
                                                  --------------        ---------------        --------------

Operating expense                                      3,767,063               (484,681) (g)        3,282,382
Freight under management expense                         330,124                      -               330,124
Year 2000 expense                                         38,173                   (755) (g)           37,418
Depreciation expense, net of gains                       604,281                (34,089) (g)          570,192
Interest expense                                         198,857                (10,532) (g)          170,930
                                                                                (17,395) (h)
Miscellaneous income                                      (6,730)                   701  (g)           (6,029)
                                                  --------------        ---------------        --------------

                                                       4,931,768               (546,751)            4,385,017
                                                  --------------        ---------------        --------------

     Earnings before income taxes                        256,956                (34,997)              221,959
Provision for income taxes                                97,885                (21,040) (g)           83,142
                                                                                  6,297  (i)
                                                  --------------        ---------------        --------------

     Earnings from continuing operations          $      159,071                (20,254)              138,817
                                                  ==============        ===============        ==============


Earnings per common share:

     Basic                                        $         2.18                                         2.15
                                                  ==============                               ==============

     Diluted                                      $         2.16                                         2.13
                                                  ==============                               ==============


Weighted average shares outstanding:

     Basic                                                73,068                 (8,556) (j)           64,512
                                                  ==============                               ==============

     Diluted                                              73,645                 (8,556) (j)           65,089
                                                  ==============                               ==============
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED PRO FORMA CONSOLIDATED
CONDENSED FINANCIAL INFORMATION
Note 1. Pro Forma Adjustments
The pro forma adjustments to the accompanying unaudited pro forma consolidated condensed financial information related to the sale of the public transportation services segment and the application of proceeds therefrom are described below:
(a) To remove the assets and liabilities of the public transportation services segment.
(b) To reflect the cash proceeds from the sale of $925 million (assuming the sale took place on June 30, 1999, based on net assets at that date).
(c) To reflect the use of the net cash proceeds from the sale of $906 million. The calculation of net cash proceeds and the application therefrom follows:

Cash proceeds from sale                     $925 million
Direct transaction costs and
   exit costs to separate the public
   transportation business to be
   settled in cash                          (19) million
                                            ----
Net cash proceeds from sale                 $906 million
                                            ====

Pay income taxes due on the sale            $246 million
Reduce debt                                  460 million
Repurchase stock                             200 million
                                            ----
                                            $906 million
                                            ====

The cost of stock repurchases has been allocated between common stock and retained earnings based on the amount of capital surplus at June 30, 1999.
(d) To reflect the accrual of income taxes as result of the sale.
(e) To reflect the accrual of direct transaction costs, curtailment and settlement of certain employee benefit plan liabilities and exit costs to separate the public transportation business as a result of the sale. The cash requirements associated with these costs and expenses follows:

Direct transaction costs and exit
   costs to separate the public
   transportation business                   $19 million

Non-cash curtailment and settlement
   gains of certain employee benefit plain   (5) million
   liabilities                               ---
                                             $14 million
                                             ===

(f) To reflect the estimated after-tax gain on the sale of $348 million (net of income taxes of $232 million at 40%).
(g) To remove the results of operations of the public transportation services segment, net of certain intercompany eliminations from the Company. The Company's historical reporting of business segment results includes these intercompany charges. Interest expense includes an allocation from the Company based upon targeted debt to equity ratios using an interest factor which reflects the Company's average cost of debt. Allocated interest expense totaled $5.1 million and $9.8 million for the six months ended June 30, 1999 and the year ended December 31, 1998, respectively.
(h) To reduce interest expense due to a reduction of debt from the application of cash proceeds generated from the sale, net of allocated interest expense eliminated with pro forma adjustment (g). The assumed debt reduction is $460 million based on the net assets of the public transportation services segment as of June 30, 1999. The assumed interest rates for the six months ended June 30, 1999 and the year ended December 31, 1998 are 5.33% and 5.91%, respectively, based on the Company's average commercial paper borrowing rates for those periods.
(i) To reflect the income tax expense (at 36.2%) associated with pro forma adjustment (h).
(j) To reflect the use of $200 million of the after-tax cash proceeds generated from the sale to repurchase 8.6 million shares of the Company's common stock. The assumed stock repurchase price is $23.38 based on the Company's closing common stock price on September 13, 1999.
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ITEM 7. Financial Statements and Exhibits.
c) The following exhibit is filed with this report

                                  EXHIBIT INDEX

EXHIBIT
NUMBER                     DESCRIPTION
------                     -----------
99.1                       Stock Purchase Agreement, dated as of July 21, 1999,
                           between FirstGroup plc and Ryder System, Inc.
                           relating to the purchase and sale of Ryder Public
                           Transportation Services, Inc.
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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.
RYDER SYSTEM, INC.
 (Registrant)

Date:   September 24, 1999                     /s/ FREDERICK V. PERRY
                                               ----------------------
                                               Frederick V. Perry
                                               Vice President and Chief Counsel
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STOCK PURCHASE AGREEMENT
AGREEMENT dated as of July 21, 1999 between FIRSTGROUP PLC, a public limited company organized under the laws of Scotland ("BUYER"), and RYDER SYSTEM, INC., a Florida corporation ("SELLER").
W I T N E S S E T H :
WHEREAS, Seller is the record and beneficial owner of all of the outstanding shares of capital stock of Ryder Truck Rental, Inc. ("SELLER SUB"), and Seller Sub is the record and beneficial owner of the Shares; and
WHEREAS, Seller desires to cause the Shares to be sold to Buyer, and Buyer desires to purchase the Shares from Seller Sub, upon the terms and subject to the conditions hereinafter set forth.
The parties hereto agree as follows:
ARTICLE 1
DEFINITIONS
SECTION 1.01. DEFINITIONS. (a) The following terms, as used herein, have the following meanings:
"AFFILIATE" means, with respect to any Person, any other Person directly or indirectly controlling, controlled by or under common control with such Person; PROVIDED that neither the Company nor any Subsidiary shall be considered an Affiliate of Seller.
"ANCILLARY AGREEMENTS" means the Transitional Services Agreement, the Trademark License Agreement, the Maintenance Agreement and the Inspection Services Agreement.
"BALANCE SHEET" means the unaudited pro forma consolidated balance sheet of the Company and the Subsidiaries as adjusted to give effect to the Restructuring as of May 31, 1999.
"BASE STOCKHOLDER'S EQUITY" means $341,799,000.00, which has been calculated based upon the Balance Sheet as adjusted as described in Appendix I hereto; PROVIDED THAT such Base Stockholder's Equity amount shall be further adjusted as follows: (i) to exclude any of the items referred to in clauses (A)

through (G) of the definition of Closing Stockholder's Equity to the extent any such items are reflected in the Balance Sheet but not already reflected in the adjustments set forth on Appendix I; and (ii) to the extent not already treated as such in the calculation of Base Stockholder's Equity on Appendix I, all intercompany accounts between Seller or its Affiliates, on the one hand, and the Company or any Subsidiary, on the other hand, reflected on the Balance Sheet shall be treated as settled by netting such balances against each other with any resulting balance due to Seller and its Affiliates being treated as having being contributed to the stockholder's equity of the Company.
"BALANCE SHEET DATE" means May 31, 1999.
"BENEFIT ARRANGEMENT" means any employment, severance or similar contract or arrangement (whether or not written) or any plan, policy, fund, program or contract or arrangement (whether or not written) providing for compensation, bonus, profit-sharing, stock option, or other stock related rights or other forms of incentive or deferred compensation, vacation benefits, insurance coverage (including any self-insured arrangements), health or medical benefits, disability benefits, workers' compensation, supplemental unemployment benefits, severance benefits and post-employment or retirement benefits (including compensation, pension, health, medical or life insurance or other benefits) that (i) is not an Employee Plan, (ii) is not governmentally mandated,
(iii) is entered into, maintained, administered or contributed to, as the case may be, by Seller, any of its Affiliates or the Company or any Subsidiary and
(iv) covers any employee or former employee of or any independent contractor or consultant providing services for the Company or any Subsidiary.
"BUYER OFFERING DOCUMENTS" means (i) in connection with the first posting, the prospectus, the provisional allotment letter and the related press release, (ii) in connection with the second posting, the Class 1 circular and the additional press release, and (iii) in connection with (i) or (ii) above, any supplementary prospectus.
"BUYER SHAREHOLDER RESOLUTIONS" means the resolutions to be proposed to the shareholders of Buyer (i) to approve the transactions contemplated hereby,
(ii) to increase the authorized share capital of Buyer, (iii) to grant authority to allot securities pursuant to Section 80, U.K. Companies Act of 1985, and (iv) to increase the permitted borrowing limit of Buyer.
"CEP" means the Connecticut Commissioner of Environmental Protection.
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"CERCLA" means the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended, and any rules or regulations promulgated thereunder.
"CLOSING DATE" means the date of the Closing.
"COMMON STOCK" means the common stock, par value $1.00 per share, of the Company.
"COMPANY" means Ryder Public Transportation Services, Inc., a Florida corporation.
"CONNECTICUT TRANSFER FORM" means CTA Form I, II, III or IV, as
appropriate, and any attachments thereto or filings made therewith.
"CTA" means the Connecticut Hazardous Waste Establishment Transfer Act (General Statutes sections 22a-134, ET SEQ.), as amended, and any rules or regulations promulgated thereunder.
"EMPLOYEE PLAN" means any "employee benefit plan", as defined in
Section 3(3) of ERISA, that (i) is subject to any provision of ERISA, (ii) is not governmentally mandated, (iii) is maintained, administered or contributed to by Seller, any of its Affiliates or the Company or any Subsidiary and (iv) covers any employee or former employee of the Company or any Subsidiary.
"ENVIRONMENTAL LAWS" means any federal, state, local or foreign law (including, without limitation, common law), treaty, judicial decision, regulation, rule, judgment, order, decree, injunction, permit or governmental restriction or requirement or any agreement with any Governmental Authority or other third party in effect as of the date hereof relating to the environment or to pollutants, contaminants, wastes or chemicals or any toxic, radioactive, ignitable, corrosive, reactive or otherwise hazardous substances, wastes or materials.
"ENVIRONMENTAL PERMITS" means all permits, licenses, franchises, certificates, approvals and other similar authorizations of Governmental Authorities required by Environmental Laws to operate the business of the Company or any Subsidiary as currently conducted.
"ERISA" means the Employee Retirement Income Security Act of 1974, as amended and the rules and regulations promulgated thereunder.
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"ERISA AFFILIATE" of any entity means any other entity which, together with such entity, would be treated as a single employer under Section 414 of the Code.
"FINAL NET DEBT" means an amount equal to (x) the aggregate amount of all cash and cash equivalents, less (y) the aggregate amount of all Indebtedness for Borrowed Money, in each case, as such items are set forth in (or, if not set forth in, determined by reference to) the Final Closing Balance Sheet. If the amount in clause (x) exceeds the amount in clause (y), Final Net Debt shall be a positive number, and if the amount in clause (y) exceeds the amount in clause
(x), Final Net Debt shall be a negative number.
"GOVERNMENTAL AUTHORITY" means any governmental authority, quasi-governmental authority, instrumentality, court, government or self-regulatory organization, commission, tribunal or organization or any regulatory, administrative or other agency, or any political or other subdivision, department or branch of any of the foregoing; PROVIDED that for purposes of this Agreement no such entity shall be considered a Governmental Authority solely in its capacity as a party to any contract with the Company or any Subsidiary for transportation, maintenance, management or other services, but such entity shall be considered a Governmental Authority in all other respects for purposes of this Agreement.
"HAZARDOUS SUBSTANCES" means any pollutant, contaminant, waste or chemical or any toxic, radioactive, ignitable, corrosive, reactive or otherwise hazardous substance, waste or material, or any substance, waste or material having any constituent elements displaying any of the foregoing characteristics, including, without limitation, petroleum, its derivatives, by-products and other hydrocarbons, in each case, which are regulated under or form the basis of liability under any Environmental Law.
"HSR ACT" means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended.
"INSPECTION SERVICES AGREEMENT" means an agreement between Buyer and Seller relating to inspection and related services to be provided by the Company or a Subsidiary to Seller or an Affiliate of Seller.
"INDEBTEDNESS FOR BORROWED MONEY" means all obligations for borrowed money, all obligations evidenced by bonds (other than contingent obligations under performance bonds), debentures, promissory notes or other similar instruments, bank overdrafts, all obligations to pay the deferred purchase price of property or services (except trade accounts payable arising in the ordinary course of business) required to be reflected on a balance sheet prepared in accordance
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with U.S. GAAP, obligations under leases that are capitalized in accordance with U.S. GAAP, and all non-contingent obligations to reimburse any bank or other Person in respect of amounts paid under a letter of credit or similar instrument; PROVIDED that "Indebtedness for Borrowed Money" shall not include obligations under non-competition agreements and checks drawn but not paid.
"INTELLECTUAL PROPERTY RIGHT" means any trademark, service mark, trade name, mask work, invention, patent, trade secret, copyright, know-how (including any registrations or applications for registration of any of the foregoing) or any other similar type of proprietary intellectual property right.
"ISRA" means the New Jersey Industrial Site Recovery Act, as amended, and any rules or regulations promulgated thereunder.
"LACMTA ARBITRATION" means the pending arbitration proceeding by the Company against the Los Angeles County Metropolitan Transit Authority relating to a claim for recovery of maintenance costs from the Los Angeles County Metropolitan Transit Authority.
"LACMTA ARBITRATION AMOUNT" means the aggregate amount received by the Company or any Subsidiary on or prior to the Closing Date from the Los Angeles County Metropolitan Transit Authority in respect of the LACMTA Arbitration; it being understood and agreed that an amount shall be deemed received if (i) such amount has been paid to the Company or any Subsidiary by cash, check, wire transfer or otherwise on or prior to the Closing Date, or (ii) such amount is or should be reflected as a receivable on the Closing Balance Sheet in accordance with U.S. GAAP. If such amount has not been received on or prior to the Closing Date, the LACMTA Arbitration Amount shall be zero.
"LIEN" means, with respect to any property or asset, any mortgage, lien, pledge, charge, security interest or similar encumbrance in respect of such property or asset. For the purposes of this Agreement, a Person shall be deemed to own subject to a Lien any property or asset which it has acquired or holds subject to the interest of a vendor or lessor under any conditional sale agreement, capital lease or other title retention agreement relating to such property or asset.
"LSE" means the London Stock Exchange Limited.
"MAINTENANCE AGREEMENT" means an agreement between Buyer and Seller relating to maintenance services to be provided at certain Seller Sub facilities identified on Schedule 2.02.
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"MATERIAL ADVERSE EFFECT" means a material adverse effect on the business, financial condition, assets or results of operations of the Company and the Subsidiaries, taken as a whole, other than a material adverse effect resulting from events, changes or developments relating to the U.S. economy in general or resulting from industry-wide developments affecting companies in similar businesses; PROVIDED, that any determination of whether any state of facts, event, change or development has had or could reasonably be expected to have a Material Adverse Effect on the Company and the Subsidiaries, taken as a whole, will be made giving effect to the Restructuring.
"MULTIEMPLOYER PLAN" means each Employee Plan that is a multiemployer plan, as defined in Section 3(37) of ERISA.
"NJDEP" means the New Jersey Department of Environmental Protection.
"1934 ACT" means the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder.
"PBGC" means the Pension Benefit Guaranty Corporation.
"PERSON" means an individual, corporation, partnership, limited liability company, association, trust or other entity or organization, including a government or political subdivision or an agency or instrumentality thereof.
"PUERTO RICO BUSINESS" means the business conducted by Ryder Puerto Rico, Inc. pursuant to the contracts identified on item 5 of Schedule 2.02.
"RETAINED LIABILITIES" includes (a) all liabilities, obligations and expenses arising from claims of bodily injury or property damage (including workers' compensation claims) relating to accidents or occurrences (and diseases that would be covered by Seller's Workers' Compensation and Employers' Liability Insurance Policy or Specific Excess Workers' Compensation and Employers' Liability Policy, giving effect to any exclusions under such insurance policy but disregarding any deductible or other limitation on the amount payable for claims under such insurance policy) which occurred in connection with the operations of the Company and its Subsidiaries prior to the Closing Date, regardless of whether such claims were asserted before, on or after the Closing Date and (b) all amounts included in the calculation of Final Net Debt as cash or cash equivalents arising from checks payable to the Company or any Subsidiary which, after the Closing Date, are returned to the Company or any Subsidiary for insufficient funds or otherwise dishonored, except to the extent such amounts are deducted from assets in the Closing Balance Sheet. Retained Liabilities do not include, without
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limitation, (i) claims for which the Company or its Subsidiaries are entitled to receive indemnification in a contract or agreement or (ii) matters that are the subject matter of Section 3.24.
"SHARES" means 1,000 shares of Common Stock.
"SUBSIDIARY" means any entity of which securities or other ownership interests having ordinary voting power to elect a majority of the board of directors or other persons performing similar functions are at the time directly or indirectly owned by the Company.
"TITLE IV PLAN" means an Employee Plan subject to Title IV of ERISA other than any Multiemployer Plan.
"TRADEMARK LICENSE AGREEMENT" means an agreement between Seller and Buyer with respect to the licensing of the Ryder tradename and trademark to the Company and its Subsidiaries for one year following the Closing.
"TRANSITIONAL SERVICES AGREEMENT" means an agreement between Seller and Buyer with respect to the provision of transitional services to the Company and its Subsidiaries by Seller and Affiliates of Seller.
(b) Each of the following terms is defined in the Section set forth opposite such term:

TERM                                                             SECTION

Accounting Referee                                                  8.01
Allocation Statement                                                8.03
Annual Financial Statements                                         3.08
Business                                                            5.07
Buyer                                                          Preamble
Buyer Companies                                                    13.12
Buyer Indemnitee                                                    8.01
Buyer's Stockholder Approval                                        4.02
Closing                                                             2.03
Closing Balance Sheet                                               2.04
Closing Stockholder's Equity                                        2.04
Code                                                                8.01
Company Accounting Policies                                         2.04
Company Intellectual Property Rights                                3.16
Company Securities                                                  3.05

                                       7


TERM                                                             SECTION

Confidentiality Agreement                                           5.02
Damages                                                            11.02
Deal                                                               13.12
DOJ                                                                 7.02
Federal Tax                                                         8.01
Final Closing Balance Sheet                                         2.05
Final Determination                                                 8.08
Final Stockholder's Equity                                          2.05
Financing Commitments                                               4.08
FTC                                                                 7.02
Funding Conditions                                                  6.04
Indemnified Party                                                  11.03
Indemnifying Party                                                 11.03
Independent Arbiter                                                12.03
Individual Account Plan                                             9.03
Last Offer                                                          2.04
Loss                                                                8.07
Modified Aggregate Deemed Sales Price                               8.03
1996 Financial Statements                                           5.08
1999 Other Taxes                                                    8.07
Other Income Tax                                                    8.01
Other Taxes                                                         8.01
Pension Plan                                                        9.02
Permits                                                             3.18
Permitted Liens                                                     3.14
Post-Closing Tax                                                    8.07
Post-Closing Tax Period                                             8.01
Preliminary Payment                                                 9.02
Pre-Closing Tax Period                                              8.01
Purchase Price                                                      2.01
Restructuring                                                       2.02
Returns                                                             8.02
Section 338(h)(10) Election                                         8.03
Section 338 Tax                                                     8.01
Seller                                                          Preamble
Seller Group                                                        8.01
Seller Sub                                                      Recitals
Subsidiary Securities                                               3.07

                                       8


TERM                                                             SECTION

Successor Individual Account Plan                                   9.03
Successor Pension Plan                                              9.02
System                                                              3.25
Tax                                                                 8.01
Tax Asset                                                           8.01
Tax Benefit                                                         8.07
Tax Sharing Agreements                                              8.01
Taxing Authority                                                    8.01
Termination Amount                                                 12.02
Transfer Amount                                                     9.02
Transfer Taxes                                                      8.03
Transferred Employees                                               9.02
Transit Arrangement                                                 3.23
Transit Plan                                                        3.23
U.S. GAAP                                                           3.08
Vehicles                                                            8.02
Year 2000 Compliant                                                 3.25

ARTICLE 2
PURCHASE AND SALE
SECTION 2.01. PURCHASE AND SALE. Upon the terms and subject to the conditions of this Agreement, Seller agrees to cause Seller Sub to sell to Buyer, and Buyer agrees to purchase, or cause a subsidiary of Buyer to purchase in accordance with Section 13.04, from Seller Sub, the Shares at the Closing. The purchase price for the Shares (the "PURCHASE PRICE") is $940,000,000.00 in cash. The Purchase Price shall be paid as provided in Section 2.03 and shall be subject to adjustment as provided in Section 2.05.
SECTION 2.02. CERTAIN PRE-CLOSING TRANSACTIONS. Prior to the Closing, Seller and Affiliates of Seller shall contribute to the Company or one of the Subsidiaries, as determined in consultation with Buyer, certain assets that are part of or necessary for the Business, and shall transfer to the payroll of the Company or a Subsidiary the employees associated with such transferred assets, as set forth on Schedule 2.02, and the parties identified on Schedule 2.02 will take the additional actions specified thereon. The transactions described in this Section 2.02 are collectively referred to as the "RESTRUCTURING".
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SECTION 2.03. CLOSING. The closing (the "CLOSING") of the purchase and sale of the Shares hereunder shall take place at the offices of Davis Polk & Wardwell, 450 Lexington Avenue, New York, New York, as soon as possible, but in no event later than eight business days (or, if applicable, such shorter time (not less than two business days) as funding may be available to Buyer under the Financing Commitments), after satisfaction of the conditions set forth in Article 10, or at such other time or place as Buyer and Seller may agree. At the Closing:
(a) Buyer shall deliver to Seller $940,000,000.00 in immediately available funds by wire transfer to an account of Seller with a bank in New York City designated by Seller, by notice to Buyer, not later than two business days prior to the Closing Date (or if not so designated, then by certified or official bank check payable in immediately available funds to the order of Seller in such amount).
(b) Seller shall deliver to Buyer certificates for the Shares duly endorsed or accompanied by stock powers duly endorsed in blank, with any required transfer stamps affixed thereto.
(c) Seller and Buyer shall enter into the Ancillary Agreements.
SECTION 2.04. CLOSING BALANCE SHEET. (a) During the period ending 90 days after the Closing Date, Buyer and Seller will cooperate with the objective of agreeing to and preparing the Closing Balance Sheet together with an agreed to calculation of Closing Stockholder's Equity. If the parties are unable to agree thereon, Buyer will cause the Company to prepare the Closing Balance Sheet and to calculate Closing Stockholder's Equity and to deliver the same to Buyer and Seller. In all events, the Closing Balance Sheet (the "CLOSING BALANCE SHEET") shall reflect the consolidated financial position of the Company and the Subsidiaries as at the close of business on the Closing Date determined using the same accounting principles, policies, practices and methodologies used in the preparation of the Balance Sheet and (recognizing that they are not adjusted to give effect to the Restructuring) the unaudited pro forma balance sheets of the Company and the Subsidiaries as of December 31, 1997 and 1998 (the "COMPANY ACCOUNTING POLICIES") and shall include the same line items as in the Balance Sheet and (recognizing that they are not adjusted to give effect to the Restructuring) the unaudited pro forma balance sheets of the Company and the Subsidiaries as of December 31, 1997 and 1998. "CLOSING STOCKHOLDER'S EQUITY" means the consolidated stockholder's equity of the Company and the Subsidiaries as shown on the Closing Balance Sheet, with the following adjustments: excluding
(A) the effect (including the Section 338 Tax effect) of the Section 338(h)(10)
Election except to the extent that Buyer is liable for Taxes
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under Section 8.03(e), (B) any provision for assets (including refunds) or liabilities attributable to Federal Taxes or Other Income Taxes, (C) any provision for assets or liabilities attributable to contingent Federal Taxes and Other Income Taxes, (D) any assets or liabilities attributable to deferred income taxes reflecting either differences between the treatment of items or amounts for accounting and income tax purposes or carryforwards, (E) any provision for Retained Liabilities, (F) cash, cash equivalents and Indebtedness for Borrowed Money, and (G) any other liabilities retained by Seller pursuant to the terms of this Agreement.
(b) If the parties are unable to agree upon the Closing Balance Sheet and the calculation of Closing Stockholder's Equity as contemplated by the first sentence of Section 2.04(a) and as calculated by the Company, Seller or Buyer may, within 30 days after the deliveries referred to in Section 2.04(a), deliver a notice to the other disagreeing with such calculation and setting forth its calculation of such amount. Any such notice of disagreement shall specify in reasonable detail those items or amounts as to which Seller or Buyer disagrees, and Seller or Buyer, as the case may be, shall be deemed to have agreed with all other items and amounts contained in the Closing Balance Sheet and the calculation of Closing Stockholder's Equity delivered pursuant to Section 2.04(a)
(c) If a notice of disagreement shall be duly delivered pursuant to
Section 2.04(b), Buyer and Seller shall jointly cause Ernst & Young (New York Office) or, if Ernst & Young is unable or unwilling to so act, another firm of independent accountants of nationally recognized standing reasonably satisfactory to Buyer and Seller (who shall not have any material relationship with Buyer or Seller), promptly to review this Agreement and the disputed items or amounts for the purpose of preparing the Closing Balance Sheet and calculating Closing Stockholder's Equity. In making such calculation, such independent accountants shall consider only those items or amounts in the Closing Balance Sheet or Buyer's calculation of Closing Stockholder's Equity as to which Seller has disagreed. Such independent accountants shall deliver to Buyer and Seller, as promptly as practicable, a report setting forth such calculation. Such report shall be final and binding upon Buyer and Seller. The independent accountants will not have the authority to review or make a determination with respect to any matter except the items in dispute, it being understood that the independent accountants will not be retained to conduct their own independent audit or review, but rather will be retained only to resolve specific differences between Buyer and Seller and within the range of such difference as stated in the last written settlement offers of Buyer and Seller related to all disputed items submitted to the independent accountants (each, a "LAST OFFER"); PROVIDED, HOWEVER, that, to the extent that any change in the Closing Balance Sheet deemed appropriate by the independent accountants requires for consistency under the Company Accounting Principles a
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corresponding change in any other item included in the Closing Balance Sheet, the independent accountants will make such change. The cost of such review and report shall be borne (i) by Buyer if the difference between Final Stockholder's Equity and Buyer's Last Offer is greater than the difference between Final Stockholder's Equity and Seller's Last Offer, (ii) by Seller if the first such difference is less than the second such difference and (iii) otherwise equally by Buyer and Seller.
(d) Buyer and Seller agree that they will, and agree to cause their respective independent accountants and the Company and each Subsidiary to, reasonably cooperate and assist in the preparation of the Closing Balance Sheet and the calculation of Closing Stockholder's Equity and in the conduct of the reviews referred to in this Section 2.04, including without limitation, the making available to the extent necessary of books, records, accountants work papers (subject to such limitations as such accountants may impose in accordance with customary practice) and personnel.
SECTION 2.05. ADJUSTMENT OF PURCHASE PRICE; PAYMENT OF OTHER ADJUSTMENTS. (a) If Base Stockholder's Equity exceeds Final Stockholder's Equity, Seller shall pay to Buyer, as an adjustment to the Purchase Price, in the manner and with interest as provided in Section 2.05(d), the amount of such excess. If Final Stockholder's Equity exceeds Base Stockholder's Equity, Buyer shall pay to Seller, in the manner and with interest as provided in Section
2.05(d) , the amount of such excess. "FINAL STOCKHOLDER'S EQUITY" means the Closing Stockholder's Equity (i) as agreed to by Seller and Buyer; (ii) as shown in the Company's calculation delivered pursuant to Section 2.04(a), if no notice of disagreement with respect thereto is subsequently duly delivered pursuant to
Section 2.04(b); or (iii) if such a notice of disagreement is delivered, as shown in the independent accountant's calculation delivered pursuant to Section 2.04(c); PROVIDED that in no event shall Final Stockholder's Equity be less than Buyer's Last Offer or more than Seller's Last Offer. "FINAL CLOSING BALANCE SHEET" means the Closing Balance Sheet (i) as agreed to by Seller and Buyer;
(ii) as prepared by the Company and delivered pursuant to Section 2.04(a), if no notice of disagreement with respect thereto is subsequently delivered pursuant to Section 2.04(b); or (iii) if such a notice of disagreement is delivered, as prepared by the independent accountants and delivered pursuant to Section 2.04(c).
(b) If Final Net Debt is a negative number, Seller shall pay to Buyer, in the manner and with interest as provided in Section 2.05(d), the Final Net Debt amount, expressed as a positive number. If Final Net Debt is a positive number, Buyer shall pay to Seller, in the manner and with interest as provided in Section 2.05(d), the Final Net Debt amount.
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(c) Seller shall pay to Buyer, in the manner and with interest as provided in Section 2.05(d), the LACMTA Arbitration Amount.
(d) Any payments pursuant to Section 2.05(a) or 2.05(b) or 2.05(c) shall be made in U.S. dollars at a mutually convenient time and place within two business days after the Final Stockholder's Equity has been determined by delivery by Buyer or Seller, as the case may be, of a certified or official bank check payable in immediately available funds to the other party or by transfer of immediately available funds to such account of such other party as may be designated by such other party. The amount of any payment to be made pursuant to this Section 2.05 shall bear interest from and including the Closing Date to but excluding the date of payment at a rate per annum equal to the Prime Rate as published in the WALL STREET JOURNAL, Eastern Edition in effect from time to time during the period from the Closing Date to the date of payment. Such interest shall be payable at the same time as the payment to which it relates and shall be calculated daily on the basis of a year of 365 days and the actual number of days elapsed.
ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF SELLER
Seller represents and warrants to Buyer as of the date hereof and as of the Closing Date that:
SECTION 3.01. CORPORATE EXISTENCE AND POWER. Each of Seller and the Company is a corporation duly incorporated, validly existing and in good standing under the laws of its jurisdiction of incorporation and has all corporate powers and authority to conduct its business as now conducted. The Company is duly qualified to do business as a foreign corporation and is in good standing in each jurisdiction where such qualification is necessary, except where the failure to be so qualified would not be materially adverse to the Company's business. Seller has heretofore delivered to Buyer true and complete copies of the articles of incorporation and bylaws of Seller and the Company as currently in effect.
SECTION 3.02. CORPORATE AUTHORIZATION. The execution, delivery and performance by Seller of this Agreement and each of the Ancillary Agreements and the consummation of the transactions contemplated hereby and thereby are within Seller's corporate powers and have been duly authorized by all necessary
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corporate action on the part of Seller. This Agreement constitutes a valid and binding agreement of Seller.
SECTION 3.03. GOVERNMENTAL AUTHORIZATION. The execution, delivery and performance by Seller of this Agreement and each of the Ancillary Agreements and the consummation of the transactions contemplated hereby and thereby require no action by or in respect of, or filing with, any Governmental Authority other than (i) compliance with any applicable requirements of the HSR Act; (ii) compliance with any applicable requirements of the 1934 Act; (iii) compliance with any applicable requirements of CTA; (iv) compliance with any applicable requirements of ISRA; and (v) such other consents, approvals, orders or authorizations the failure of which to be made or obtained, individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect on the Company.
SECTION 3.04. NONCONTRAVENTION. Except as set forth on Schedule 3.04, the execution, delivery and performance by Seller of this Agreement and each of the Ancillary Agreements and the consummation of the transactions contemplated hereby and thereby by Seller do not and will not (i) violate the articles or certificate of incorporation or bylaws of Seller or the Company or any Subsidiary, (ii) assuming compliance with the matters referred to in Section 3.03, violate any applicable law, rule, regulation, judgment, injunction, order or decree, (iii) require any consent or other action by any Person under, constitute a default under, or give rise to any right of termination, cancellation or acceleration of any material right or obligation of Seller or the Company or any Subsidiary or to a loss of any material benefit to which Seller or the Company or any Subsidiary is entitled under any provision of any agreement or other instrument binding upon Seller or the Company or any Subsidiary or (iv) result in the creation or imposition of any Lien on any asset of the Company or any Subsidiary, other than, in the case of clauses (ii) through (iv) hereof, such of the foregoing as could not reasonably be expected to be material to the business of the Company and its Subsidiaries.
SECTION 3.05. CAPITALIZATION. (a) The authorized capital stock of the Company consists of 1,000 shares of Common Stock. There are outstanding 1,000 shares of Common Stock.
(b) All outstanding shares of capital stock of the Company have been duly authorized and validly issued and are fully paid and non-assessable. Except as set forth in this Section 3.05, there are no outstanding (i) shares of capital stock or voting securities of the Company, (ii) securities of the Company convertible into or exchangeable for shares of capital stock or voting securities of the Company or (iii) options or other rights to acquire from the Company, or other
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obligation of the Company to issue, any capital stock, voting securities or securities convertible into or exchangeable for capital stock or voting securities of the Company (the items in clauses 3.05(b)(i), 3.05(b)(ii) and 3.05(b)(iii) being referred to collectively as the "COMPANY SECURITIES"). There are no outstanding obligations of the Company or any Subsidiary to repurchase, redeem or otherwise acquire any Company Securities.
SECTION 3.06. OWNERSHIP OF SHARES. Seller Sub is the record and beneficial owner of the Shares, free and clear of any Lien and any restriction on the right to vote, sell or otherwise dispose of the Shares (excluding restrictions arising under applicable law), and will transfer and deliver to Buyer at the Closing valid title to the Shares free and clear of any Lien or any such restriction.
SECTION 3.07. SUBSIDIARIES. (a) Each Subsidiary is a corporation duly incorporated, validly existing and in good standing under the laws of its jurisdiction of incorporation, has all corporate powers and authority to conduct its business as now conducted, is duly qualified to do business as a foreign corporation and is in good standing in each jurisdiction where such qualification is necessary, except where the failure to be so qualified would not be materially adverse to the business of the Company. All Subsidiaries and their respective jurisdictions of incorporation are identified on Schedule 3.07.
(b) All of the outstanding capital stock or other voting securities of each Subsidiary is owned by the Company, directly or indirectly, free and clear of any Lien and free of any restriction on the right to vote, sell or otherwise dispose of such capital stock or other voting securities (excluding restrictions arising under applicable law). There are no outstanding (i) securities of the Company or any Subsidiary convertible into or exchangeable for shares of capital stock or voting securities of any Subsidiary or (ii) options or other rights to acquire from the Company or any Subsidiary, or other obligation of the Company or any Subsidiary to issue, any capital stock, voting securities or securities convertible into or exchangeable for capital stock or voting securities of any Subsidiary (the items in clauses 3.07(b)(i) and 3.07(b)(ii) being referred to collectively as the "SUBSIDIARY SECURITIES"). There are no outstanding obligations of the Company or any Subsidiary to repurchase, redeem or otherwise acquire any outstanding Subsidiary Securities.
SECTION 3.08. FINANCIAL STATEMENTS. The unaudited pro forma consolidated balance sheets of the Company and the Subsidiaries as of December 31, 1997 and 1998 and the related unaudited pro forma consolidated statements of income and cash flows for each of the years ended December 31, 1997 and 1998 attached hereto as Appendix II (collectively, the "ANNUAL
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FINANCIAL STATEMENTS") and the unaudited interim pro forma consolidated balance sheet as of May 31, 1999 and the related unaudited interim pro forma consolidated statements of income and cash flows for the five months ended May 31, 1999 of the Company and the Subsidiaries fairly present, in all material respects, in conformity with United States generally accepted accounting principles ("U.S. GAAP") applied on a consistent basis (except as may be indicated in the notes thereto or specifically set forth on Schedule 3.08), the consolidated financial position of the Company and the Subsidiaries as of the dates thereof and their consolidated results of operations and cash flows for the periods then ended (subject to normal year-end adjustments in the case of any unaudited interim financial statements), in each case, as adjusted to give effect to the Restructuring.
SECTION 3.09. ABSENCE OF CERTAIN CHANGES. Except as set forth on Schedule 3.09, since the Balance Sheet Date, the business of the Company and its Subsidiaries has been conducted in the ordinary course consistent in all material respects with past practices and there has not been:
(a) any event, occurrence, development or state of circumstances or facts which, individually or in the aggregate, has had or could reasonably be expected to have a Material Adverse Effect;
(b) any amendment of any material term of any outstanding security of the Company or any Subsidiary;
(c) any incurrence, assumption or guarantee by the Company or any Subsidiary of any Indebtedness for Borrowed Money other than any such indebtedness which is either (i) not outstanding as of the Closing Date, (ii) may be prepaid on not more than 10 days' notice without the payment of any penalty or premium or (iii) incurred, assumed or guaranteed and permitted by Buyer pursuant to Section 5.01;
(d) any creation or other incurrence by the Company or any Subsidiary of any Lien on any asset other than Permitted Liens and other liens arising in the ordinary course of business consistent in all material respects with past practices;
(e) any making of any loan, advance or capital contributions to or investment in any Person other than (i) loans, advances or capital contributions to or investments in wholly-owned Subsidiaries and (ii) loans and advances to employees for travel and other business-related
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expenses, in each case made in the ordinary course of business consistent in all material respects with past practices;
(f) any transaction or commitment made, or any contract or agreement entered into, by the Company or any Subsidiary relating to its assets or business (including the acquisition or disposition of any assets) or any relinquishment by the Company or any Subsidiary of any contract or other right, in either case, material to the Company and the Subsidiaries, taken as a whole, other than (i) transactions and commitments in the ordinary course of business consistent in all material respects with past practices, (ii) those contemplated by this Agreement, (iii) any of the foregoing involving less than any specified dollar threshold or other express exclusion in any other provision of this Section or in Section 3.11 or 5.01, or (iv) any transaction effected as part of the Restructuring;
(g) any change in any method of accounting or accounting practice by the Company or any Subsidiary except for any such change after the date hereof required by reason of a concurrent change in U.S. GAAP;
(h) any (i) employment, deferred compensation, severance, retirement or other similar agreement entered into with any director, officer or employee of the Company or any Subsidiary (or any amendment to any such existing agreement), (ii) grant of any severance or termination pay to any director or officer of the Company or any Subsidiary or to any employee of the Company or any Subsidiary receiving annual base compensation of more than $50,000, or (iii) change in compensation or other benefits payable to any director, officer or employee of the Company or any Subsidiary pursuant to any severance or retirement plans or policies thereof other than (i) in the ordinary course of business consistent in all material respects with past practices or (ii) such agreements, grants or changes involving less than $50,000;
(i) any material labor dispute, other than routine individual grievances, or, to the Knowledge of Seller, any material activity or proceeding by a labor union or representative thereof to organize any employees of the Company or any Subsidiary, which employees were not subject to a collective bargaining agreement at the Balance Sheet Date, or any material lockouts, strikes, slowdowns, work stoppages or, to the Knowledge of Seller, threats thereof by or with respect to any employees of the Company or any Subsidiary; or
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(j) any capital expenditure, or commitment for a capital expenditure, for additions or improvements to property, plant and equipment, other than (i) for the acquisition of buses, vans and service vehicles in the ordinary course of business consistent in all material respects with past practices, (ii) such individual expenditures involving less than $250,000, or (iii) aggregate expenditures (other than expenditures covered by clause (i) of this Section 3.09(j)) that do not exceed $3,000,000 in any one month.
SECTION 3.10. NO UNDISCLOSED MATERIAL LIABILITIES. (a) There are no liabilities of the Company or any Subsidiary of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise, other than:
(i) liabilities provided for in the Balance Sheet or disclosed in the notes thereto;
(ii) liabilities disclosed on Schedule 3.10;
(iii) liabilities which, to the extent not discharged, will be reflected in the Final Closing Balance Sheet; and
(iv) other undisclosed liabilities which, individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect.
(b) As of the date hereof, to the Knowledge of Seller, there are no material liabilities of the Company or any Subsidiary of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise, other than those described in Sections 3.10(a)(i), (ii) and (iii) above.
SECTION 3.11. MATERIAL CONTRACTS. (a) Except as disclosed in Schedule 3.11, neither the Company nor any Subsidiary is a party to or bound by:
(i) any lease (whether of real or personal property) providing for annual rentals of $50,000 or more;
(ii) any agreement (other than open purchase orders for amounts not exceeding $100,000 in the aggregate) for the purchase of materials, supplies, goods, services, equipment or other assets providing for either (A) annual payments by the Company and the Subsidiaries of $100,000 or more or (B) aggregate payments by the Company and the Subsidiaries of $500,000 or more;
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(iii) any services or other similar agreement providing for either (A) annual payments to the Company and the Subsidiaries of $100,000 or more or (B) aggregate payments to the Company and the Subsidiaries of $500,000 or more during the stated term of the agreement;
(iv) any partnership, joint venture or other similar agreement or arrangement;
(v) other than pursuant to the Restructuring, any agreement relating to the acquisition or disposition of any business (whether by merger, sale of stock, sale of assets or otherwise), other than the purchase or disposition of assets in the ordinary course of business consistent in all material respects with past practices;
(vi) any agreement creating or evidencing Indebtedness for Borrowed Money (whether incurred, assumed, guaranteed or secured by any asset), except any such agreement (A) with an aggregate outstanding principal amount not exceeding $100,000, (B) which may be prepaid on not more than 10 days notice without the payment of any penalty, (C) which is fully paid prior to the Closing or (D) entered into subsequent to the date of this Agreement as permitted by Buyer pursuant to Section 5.01;
(vii) any option, license, franchise or similar agreement providing for annual payments in excess of $50,000;
(viii) any agency, dealer, sales representative, marketing or other similar agreement providing for annual payments in excess of $50,000;
(ix) any agreement that limits the freedom of the Company or any Subsidiary to compete in any line of business or with any Person or in any area or which would so limit the freedom of the Company or any Subsidiary after the Closing Date;
(x) any agreement with (A) Seller or any of its Affiliates, other than for services that will be provided by Seller after the Closing pursuant to the Transitional Services Agreement or the Maintenance Agreement, (B) any Person directly or indirectly owning, controlling or holding with power to vote, 5% or more of the outstanding voting securities of Seller or any of its Subsidiaries, (C) any Person (other than the Company and its Subsidiaries) 5% or more of whose outstanding voting securities are directly or indirectly owned, controlled or held with power to vote by
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Seller or any of its Subsidiaries or (D) any director or officer of Seller or any of its Affiliates or any "associates" or members of the "immediate family" (as such terms are respectively defined in Rule 12b-2 and Rule 16a-1 of the 1934 Act) of any such director or officer;
(xi) any agreement with any director or officer of the Company or any Subsidiary or with any "associate" or any member of the "immediate family" (as such terms are respectively defined in Rules 12b-2 and 16a-1 of the 1934 Act) of any such director or officer; or
(xii) any other agreement, commitment, arrangement or plan not made in the ordinary course of business that is material to the Company and the Subsidiaries, taken as a whole.
(b) Each agreement, contract, plan, lease, arrangement or commitment disclosed in any Schedule to this Agreement or required to be disclosed pursuant to this Section is a valid and binding agreement of the Company or a Subsidiary, as the case may be, and assuming each is a valid and binding agreement of the other parties thereto is in full force and effect. None of the Company, any Subsidiary or, to the Knowledge of Seller, any other party thereto is in default or breach in any material respect under the terms of any such agreement, contract, plan, lease, arrangement or commitment, and, to the Knowledge of Seller, no event or circumstance has occurred that, with notice or lapse of time or both, would constitute an event of default or breach in any material respect thereunder, except for such events of default or breaches that could not reasonably be expected to be material to the business of the Company and the Subsidiaries. True and complete copies of each such agreement, contract, plan, lease, arrangement or commitment have been made available to Buyer.
SECTION 3.12. LITIGATION. Schedule 3.12 contains a complete list of all actions, suits, investigations or proceedings involving claims in excess of $50,000 pending against (i) Seller and relating to or affecting the Company or the Business or (ii) the Company or any Subsidiary or any of their respective properties, in each case as of the date hereof; PROVIDED, that in determining whether any such actions, suits, investigations or proceedings involves a claim that exceeds $50,000, the extent to which Seller (in respect of Retained Liabilities) or any third Person is liable to indemnify the Company or its Subsidiaries against such actions, suits, investigations or proceedings shall be taken into account to reduce the amount of liabilities of the Company and its Subsidiaries. There is no action, suit, investigation or proceeding pending or, to the Knowledge of Seller, threatened against Seller, the Company or any Subsidiary or any of their respective properties before any court or arbitrator or any governmental body,
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agency or official which (i) individually or in the aggregate, if determined or resolved adversely in accordance with the plaintiff's demands, could reasonably be expected to have a Material Adverse Effect or which in any manner challenges or seeks to prevent, enjoin, alter or materially delay the transactions contemplated by this Agreement, or (ii) to the Knowledge of Seller, is or could reasonably be expected to be material; PROVIDED, that in determining whether any such actions, suits, investigations or proceedings are material, the extent to which Seller (in respect of Retained Liabilities) or any third Person is liable to indemnify the Company or its Subsidiaries against such actions, suits, investigations or proceedings shall be taken into account to reduce the amount of liabilities of the Company and its Subsidiaries.
SECTION 3.13. COMPLIANCE WITH LAWS AND COURT ORDERS. (a) Except as set forth on Schedule 3.13, neither the Company nor any Subsidiary is in violation of, and has not since June 30, 1996 violated, and to the Knowledge of Seller is not under investigation with respect to and has not been threatened to be charged with or given notice of any violation of, any applicable law, rule, regulation (including, without limitation, all applicable statutes and regulations of the United States Government governing the operation of transportation services), judgment, injunction, order or decree, except for violations that could not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect.
(b) To the Knowledge of Seller, neither the Company nor any Subsidiary is in violation of, and has not since June 30, 1996 been in violation of, and is not under investigation with respect to and has not been threatened to be charged with or given notice of any violation of, any applicable law, rule, regulation (including, without limitation, all applicable statutes and regulations of the United States Government governing the operation of transportation services), judgment, injunction, order or decree that could reasonably be expected to be material to the Company.
SECTION 3.14. PROPERTIES. (a) Except as set forth on Schedule 3.14, the Company and the Subsidiaries own fee simple title to, or in the case of leased property and assets have valid leasehold interests in, all property and assets (whether real, personal, tangible or intangible) reflected on the Balance Sheet or acquired after the Balance Sheet Date, except for properties and assets sold since the Balance Sheet Date in the ordinary course of business consistent in all material respects with past practices. None of such property or assets is subject to any Lien, except:
(i) Liens disclosed on the Balance Sheet;
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(ii) Liens for taxes not yet due or being contested in good faith;
(iii) mechanics', carriers', workers', repairmen's or other similar Liens arising or incurred in the ordinary course of business relating to liabilities that are not overdue;
(iv) Liens that arise under zoning, land use and other similar laws;
(v) easements, covenants, conditions, restrictions of record and similar matters of record;
(vi) easements, covenants, conditions and restrictions not of record as to which no material violation or encroachment exists or, if such violation or encroachment exists, as to which the cure of such violation or encroachment would not materially interfere with the conduct of the business of the Company; or
(vii) Liens which do not materially interfere with any present or intended use of such property or assets (clauses (i)-(vii) of this
Section 3.14(a) are, collectively, the "PERMITTED LIENS").
(b) All leases of such real property and personal property are valid, binding and enforceable in accordance with their respective terms and there does not exist under any such lease any default or, to the Knowledge of Seller, any event which with notice or lapse of time or both would constitute a default that would be material to the Company.
(c) The plants, buildings, structures and equipment owned by the Company or any Subsidiary have been reasonably maintained consistent in all material respects with the Company's normal practice (giving due account to the age and length of use of same, ordinary wear and tear excepted).
SECTION 3.15. SUFFICIENCY OF ASSETS. After giving effect to the Restructuring, except for assets that will be used in providing the services that will be provided by Seller after the Closing pursuant to the Transitional Services Agreement and the Maintenance Agreement, (i) there are no assets, properties, rights, licenses, Permits, causes of action or businesses of any kind or description, real, personal or mixed, tangible or intangible owned, held or used in the conduct of the Business that are not owned by the Company or a Subsidiary or held by valid and existing leases or licenses and (ii) the property and assets owned or leased by the Company or any Subsidiary, or which they otherwise have the right
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to use, constitute all of the property and assets used or held for use in connection with the businesses of the Company or any Subsidiary and are adequate to conduct such businesses as currently conducted; it being understood that "adequate to conduct such businesses as currently conducted" shall not be construed as a representation or warranty with respect to the qualitative condition of the property and assets themselves.
SECTION 3.16. INTELLECTUAL PROPERTY. (a) Schedule 3.16 contains a list of all patents, trademarks and service marks owned or licensed and used or held for use by the Company or any Subsidiary and all other Intellectual Property Rights (other than know-how) that are material to the conduct of the business of the Company and its Subsidiaries as presently conducted (other than "shrink-wrap" software commercially available) ("COMPANY INTELLECTUAL PROPERTY RIGHTS"), specifying in reasonable detail as to all Company Intellectual Property Rights owned by the Company, as applicable: (i) the nature of such Intellectual Property Right, (ii) the owner of such Intellectual Property Right,
(iii) the jurisdictions by or in which such Intellectual Property Right (A) is recognized (without regard to registration) or (B) has been issued or registered or in which an application for such issuance or registration has been filed,
(iv) the registration or application numbers and (v) the termination or expiration dates.
(b) Schedule 3.16 sets forth a list of all licenses, sublicenses and other agreements as to which the Company or any Subsidiary is a party and pursuant to which any Person is authorized to use any Company Intellectual Property Right.
(c) (i) Except as set forth on Schedule 3.16, since June 30, 1994, neither the Company nor any Subsidiary has been a defendant in any action, suit, investigation or proceeding relating to, or otherwise has been notified in writing of, any alleged claim of infringement of any Intellectual Property Right, and Seller has no Knowledge of any other such infringement by the Company or any Subsidiary and (ii) Seller has no outstanding claim or suit for, and has no Knowledge of, any continuing infringement by any other Person of any Company Intellectual Property Rights. No Company Intellectual Property Right owned by the Company or any Subsidiary or, to the Knowledge of Seller, any other Company Intellectual Property Right is subject to any outstanding judgment, injunction, order, decree or agreement restricting the use thereof by the Company or any Subsidiary or restricting the licensing thereof by the Company or any Subsidiary to any Person. Neither the Company nor any Subsidiary has entered into any material agreement to indemnify any other Person against any charge of infringement of any Intellectual Property Right.
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SECTION 3.17. INSURANCE COVERAGE. Seller has furnished to Buyer a list of all material insurance policies and fidelity bonds currently in force relating to the assets, business, operations, employees, officers or directors of the Company and the Subsidiaries, other than policies of insurance maintained by transit management companies. All premiums payable under all material policies and bonds have been timely paid and the Company and the Subsidiaries have otherwise complied in all material respects with the terms and conditions of all material policies and bonds. Such policies of insurance and bonds (or other policies and bonds providing substantially similar insurance coverage) have been in effect since June 30, 1994 and remain in full force and effect.
SECTION 3.18. LICENSES AND PERMITS. Schedule 3.18 lists each license, franchise, permit, certificate, approval or other similar authorization of the Company and its Subsidiaries (the "PERMITS") together with the name of the government agency or entity issuing such Permit. Except as set forth on the Schedule 3.18, (i) the Permits are valid and in full force and effect, (ii) neither the Company nor any Subsidiary is in default under, and, to the Knowledge of Seller, no condition exists that with notice or lapse of time or both would constitute a default under, the Permits, except for such defaults that could not reasonably be expected to be material to the Company, and (iii) none of the Permits will be terminated or impaired or become terminable, in whole or in part, as a result of the transactions contemplated hereby.
SECTION 3.19. INFORMATION FOR BUYER OFFERING DOCUMENTS. The written information supplied by Seller (including any corrected information supplied by Seller) for inclusion in each Buyer Offering Document, or any amendment thereof or supplement thereto, at the date filed with the LSE or distributed to Buyer's shareholders or at the time of any meeting of the shareholders of Buyer to approve the matters contemplated therein, will be true and accurate in all material respects and will not omit to state any fact necessary to make the information contained therein not materially misleading; PROVIDED that, without prejudice to Buyer's claims under the other representations and warranties, (i) Seller shall not be in breach of this representation and warranty in the absence of shareholder litigation against Buyer or any of its representatives based upon such information (and in such event Buyer's Damages under Article 11 for breaches of this representation and warranty will be limited to liabilities relating to such litigation) and (ii) Buyer hereby agrees that nothing in this
Section 3.19 will be deemed to apply to any projection or forecast supplied by or on behalf of Seller, whether or not included in the Buyer Offering Documents.
SECTION 3.20. FINDERS' FEES. Except for Morgan Stanley Dean Witter & Co., whose fees will be paid by Seller, there is no investment banker, broker,
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finder or other similar intermediary which has been retained by or is authorized to act on behalf of Seller or the Company or any Subsidiary who might be entitled to any fee or commission in connection with the transactions contemplated by this Agreement.
SECTION 3.21. EMPLOYEES. Seller has previously delivered to Buyer a true and complete list of (a) the names, titles, annual salaries and other compensation of all officers of the Company and its Subsidiaries and all other employees of or independent contractors or consultants to the Company and its Subsidiaries whose annual base salary or annual service or consulting fees as of the date hereof exceeds $100,000 and (b) the present wage rates for non-salaried employees of the Company and its Subsidiaries (by classification). To the Knowledge of Seller, no officer or other key employee of the Company and its Subsidiaries has indicated as of the date hereof that he intends to resign or retire as a result of the transactions contemplated by this Agreement, except for the resignations disclosed to Buyer pursuant to Section 5.06.
SECTION 3.22. LABOR MATTERS. Except as set forth on Schedule 3.22, (a) the Company and the Subsidiaries are in compliance with all currently applicable laws respecting employment and employment practices, terms and conditions of employment and wages and hours, and are not engaged in any unfair labor practice, failure to comply with which or engagement in which, as the case may be, (i) could reasonably be expected to have a Material Adverse Effect, or (ii) to the Knowledge of Seller, is material, and (b) there is no unfair labor practice complaint pending or, to the Knowledge of Seller, threatened against the Company or any Subsidiary before the National Labor Relations Board which
(i) could reasonably be expected to have a Material Adverse Effect, or (ii) to the Knowledge of Seller, is material.
SECTION 3.23. EMPLOYEE BENEFIT PLANS. (a) Schedule 3.23 identifies each Employee Plan, other than an Employee Plan maintained, administered or contributed to by the Company or a Subsidiary for employees or former employees in connection with a transit management contract or a transit contract under the terms of which the Company or the Subsidiary is reimbursed or indemnified for all employee, compensation and employee benefit costs and liabilities (a "TRANSIT PLAN"). Seller has made available to Buyer copies of each Employee Plan that is not a Multiemployer Plan (and, if applicable, any related trust agreements) and all amendments thereto together with the most recent annual report (Form 5500 including, if applicable, Schedule B thereto) and the most recent actuarial valuation report prepared in connection with any such Employee Plan. Schedule 3.23 identifies each such Employee Plan which is (i) a Multiemployer Plan, (ii) a Title IV Plan or (iii) maintained in connection with any
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trust described in Section 501(c)(9) of the Code. Seller will provide a supplemental schedule within 60 days of the date of this Agreement that identifies to the Knowledge of Seller each Transit Plan.
(b) As of December 31, 1998, the fair market value of the assets of each Title IV Plan (excluding for these purposes any accrued but unpaid contributions) exceeded the present value of all benefits accrued under such Title IV Plan, as determined for purposes of SFAS 87. The aggregate unfunded liability, as of the most recent practicable date, of the Company and any Subsidiary in respect of all Employee Plans or Benefit Arrangements described under Sections 4(b)(5) or 401(a)(1) of ERISA, computed using the same assumptions as used in Seller's financial statements to value such liability and determined as if all benefits under such plans were vested and payable as of such date, will be reflected on the Closing Balance Sheet.
(c) No transaction prohibited by Section 406 of ERISA or Section 4975 of the Code has occurred with respect to any employee benefit plan or arrangement which is covered by Title I of ERISA, which transaction has or will cause the Company or any of its Subsidiaries to incur any material liability under ERISA, the Code or otherwise, excluding transactions effected pursuant to and in compliance with a statutory or administrative exemption. No "accumulated funding deficiency", as defined in Section 412 of the Code, has been incurred with respect to any Employee Plan that is not a Multiemployer Plan subject to such Section 412, whether or not waived. To the Knowledge of Seller, no Multiemployer Plan is "insolvent" or in "reorganization", within the meaning of Sections 4245 and 4241 of ERISA, respectively. No "reportable event", within the meaning of Section 4043 of ERISA, other than a "reportable event" that could reasonably be expected not to have a Material Adverse Effect, and no event described in Section 4062 or 4063 of ERISA, has occurred in connection with any Title IV Plan. Neither the Company nor any ERISA Affiliate of the Company has
(i) engaged in, or is a successor or parent corporation to an entity that has engaged in, a transaction described in Sections 4069 or 4212(c) of ERISA or (ii) incurred, or reasonably expects to incur, (A) any liability under Title IV of ERISA arising in connection with the termination of, or a complete or partial withdrawal from, any plan covered or previously covered by Title IV of ERISA or (B) any liability under Section 4971 of the Code that in either case could become a liability of the Company or any Subsidiary or the Buyer or any of its ERISA Affiliates after the Closing Date. The assets of the Company and all of its Subsidiaries are not now, nor will they after the passage of time be, subject to any lien imposed under Code Section 412(n) by reason of a failure of any of Seller, its Affiliates, the Company or any Subsidiary to make timely installments or other payments required under Code Section 412.
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(d) Each Employee Plan that is not a Multiemployer Plan and that is intended to be qualified under Section 401(a) of the Code is so qualified and has been so qualified during the period since its adoption; each trust created under any such Plan is exempt from tax under Section 501(a) of the Code and has been so exempt since its creation. Seller has provided Buyer with the most recent determination letter of the Internal Revenue Service relating to each such Employee Plan. Each such Employee Plan has been maintained in compliance with its terms and with the requirements prescribed by any and all applicable statutes, orders, rules and regulations, including but not limited to ERISA and the Code, except for such failures to comply or be so maintained as individually or in the aggregate would not have a Material Adverse Effect.
(e) Schedule 3.23 identifies each Benefit Arrangement, other than a Benefit Arrangement maintained, administered or contributed to by the Company or a Subsidiary for employees or former employees in connection with a transit management contract or a transit contract under the terms of which the Company or the Subsidiary is reimbursed or indemnified for all employee, compensation and employee benefit costs and liabilities (a "TRANSIT ARRANGEMENT"). Seller has furnished to Buyer copies or descriptions of each such Benefit Arrangement (and, if applicable, related trust agreements) and all amendments thereto. Each Benefit Arrangement has been maintained in compliance with its terms and with the requirements prescribed by any and all applicable statutes, orders, rules and regulations and has been maintained in good standing with applicable regulatory authorities, except for such failures to comply or be so maintained as individually or in the aggregate could not reasonably be expected to have a Material Adverse Effect. Seller will provide a supplemental schedule within 60 days of the date of this Agreement that identifies to the Knowledge of Seller each Transit Arrangement.
(f) To the Knowledge of Seller, no condition exists that would prevent the Company or any Subsidiary from discontinuing post-employment or post-retirement health or medical or life insurance benefits under any Employee Plan (other than a Multiemployer Plan) or Benefit Arrangement in respect of any active employee of the Company or any Subsidiary other than limitations imposed under the terms of a collective bargaining agreement or under Section 4980B of the Code.
(g) All contributions and payments accrued under each Employee Plan (other than a Multiemployer Plan) and Benefit Arrangement, determined in accordance with prior funding and accrual practices, as adjusted to include proportional accruals for the period ending on the Closing Date, will be
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discharged and paid on or prior to the Closing Date except to the extent (i) reflected as a liability on the Closing Balance Sheet or (ii) retained by Seller. Except as disclosed on Schedule 3.23, there has been no amendment to, written interpretation of or announcement (whether or not written) by Seller or any of its Affiliates or the Company or any Subsidiary relating to, or change in employee participation or coverage under, any Employee Plan (to the Seller's Knowledge, in the case of any Multiemployer Plan) or Benefit Arrangement that would increase materially the expense to the Company or any Subsidiary of maintaining such Employee Plan or Benefit Arrangement above the level of the expense incurred in respect thereof for the most recent fiscal year ended prior to the date hereof.
(h) There is no contract, plan or arrangement (written or otherwise) covering any employee or former employee of the Company or any Subsidiary that, individually or collectively, could give rise to the payment of any amount by the Company or any Subsidiary that would not be deductible pursuant to the terms of Section 280G of the Code.
(i) Except as disclosed in Schedule 3.09, no employee or former employee of, or independent contractor or consultant providing services to, the Company or any Subsidiary will become entitled to any bonus, retirement, severance, job security or similar benefit or enhanced such benefit (including acceleration of vesting or exercise of an incentive award) solely as a result of the Restructuring, or the purchase and sale of the Shares hereunder or other transactions contemplated hereby other than any such entitlement that would not result in any material liability to the Company or any Subsidiary, or other than any such entitlement that will be disclosed in Schedule 3.23 and reflected in the Closing Balance Sheet.
SECTION 3.24. ENVIRONMENTAL MATTERS. (a) Except as disclosed on Schedule 3.24(a), or except as could not reasonably be expected to have a Material Adverse Effect:
(i) no written notice, notification, demand, request for information, citation, summons or order has been received, no complaint has been filed, no penalty has been assessed and no investigation, action, claim, suit, proceeding or review is pending, or to Seller's Knowledge, threatened by any Governmental Authority or other Person with respect to any matters relating to the Company or any Subsidiary and relating to or arising out of any Environmental Law;
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(ii) there are no liabilities of or relating to the Company or any Subsidiary of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise, arising under or relating to any Environmental Law and there are no facts, conditions, situations or set of circumstances which could reasonably be expected to result in or be the basis for any such liability;
(iii) no polychlorinated biphenyls, radioactive material, lead, asbestos-containing material, incinerator, sump, surface impoundment, lagoon, landfill, septic, wastewater treatment or other disposal system or underground storage tank (active or inactive) is or has been present at, on or under any property now or previously owned, leased or operated by the Company or any Subsidiary;
(iv) no Hazardous Substance has been discharged, disposed of, dumped, injected, pumped, deposited, spilled, leaked, emitted or released at, on or under any property now or previously owned, leased or operated by the Company or any Subsidiary;
(v) as of the date hereof, no property now or previously owned, leased or operated by the Company or any Subsidiary or any property to which the Company or any Subsidiary has, directly or indirectly, transported or arranged for the transportation of any Hazardous Substances is listed or, to Seller's Knowledge, proposed for listing, on the National Priorities List promulgated pursuant to CERCLA, on CERCLIS (as defined in CERCLA) or on any similar federal, state or foreign list of sites requiring investigation or clean-up; and
(vi) the Company and its Subsidiaries are in compliance with all Environmental Laws and have obtained and are in compliance with all Environmental Permits; such Environmental Permits are valid and in full force and effect and, assuming compliance by Buyer after the Closing Date with the applicable requirements thereunder, will not be terminated or impaired or become terminable, in whole or in part, as a result of the transactions contemplated hereby;
PROVIDED that if Seller has Knowledge of any matter that could reasonably be expected to result in a material liability to the Company or any Subsidiary or a material non-compliance of any Environmental Law or Environmental Permit, Seller's failure to disclose such matter on Schedule 3.24(b) will constitute a breach of the representations and warranties in this Section 3.24 that will be deemed to have a Material Adverse Effect. The Balance Sheet contains adequate reserves in accordance with U.S.
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GAAP to remediate all material environmental liabilities of the Company and the Subsidiaries Known to Seller.
(b) There has been no environmental investigation, study, audit, test, review or other analysis conducted of which Seller has Knowledge in relation to the current or prior business of the Company or any Subsidiary or any property or facility now or previously owned, leased or operated by the Company or any Subsidiary which has not been made available to Buyer prior to the date hereof.
(c) No property owned, leased or operated by the Company or any Subsidiary is subject to the requirements of ISRA as a result of the transactions contemplated hereby.
(d) Except as set forth on Schedule 3.24(d), neither the Company nor any Subsidiary owns, leases or operates or, to the knowledge of Seller, has owned, leased or operated any property or has conducted any operations in New Jersey or Connecticut.
(e) For purposes of this Section and Section 3.24, the terms "COMPANY" and "SUBSIDIARY" shall include any entity which is, in whole or in part, a predecessor of the Company or any Subsidiary.
SECTION 3.25. YEAR 2000 COMPLIANCE. To the Knowledge of Seller, except as disclosed on Schedule 3.25, all material hardware, software or firmware (a "SYSTEM") that is, or is part of, an asset of, or any product or service designed, manufactured, sold or provided by, or that is used in connection with the business of the Company or its Subsidiaries, is Year 2000 Compliant. For purposes of this Section 3.25, "YEAR 2000 COMPLIANT" means that the System shall be able accurately to process (including, without limitation, calculate, compare and sequence) date and time data from, into and between the years 1999 and 2000 and thereafter into the reasonable future.
SECTION 3.26. REPRESENTATIONS AND WARRANTIES IN BUYER CREDIT FACILITY. The representations and warranties set forth in Section 17.13 of the Term and Revolving Credit and Guarantee Facility for Buyer arranged by Warburg Dillon Read, dated the date hereof, are true and correct.
ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF BUYER
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Buyer represents and warrants to Seller as of the date hereof and as of the Closing Date that:
SECTION 4.01. CORPORATE EXISTENCE AND POWER. Buyer is a corporation duly incorporated and validly existing under the laws of Scotland and has all corporate powers and authority to conduct its business as now conducted.
SECTION 4.02. CORPORATE AUTHORIZATION. The execution, delivery and performance by Buyer of this Agreement and each of the Ancillary Agreements and the consummation of the transactions contemplated hereby and thereby are within the corporate powers of Buyer and, except for any required approval by Buyer's stockholders of the Buyer Shareholder Resolutions ("BUYER'S STOCKHOLDER APPROVAL"), have been duly authorized by all necessary corporate action on the part of Buyer. This Agreement constitutes a valid and binding agreement of Buyer.
SECTION 4.03. GOVERNMENTAL AUTHORIZATION. The execution, delivery and performance by Buyer of this Agreement and each of the Ancillary Agreements and the consummation of the transactions contemplated hereby and thereby by Buyer require no material action by or in respect of, or material filing with, any Governmental Authority other than (i) compliance with any applicable requirements of the HSR Act; (ii) compliance with any applicable requirements of the U.S. securities laws; (iii) compliance with the requirements of the LSE; and
(iv) such other consents, approvals, orders or authorizations the failure of which to be made or obtained individually or in the aggregate could not reasonably be expected to materially prevent or delay the transactions contemplated hereby.
SECTION 4.04. NONCONTRAVENTION. The execution, delivery and performance by Buyer of this Agreement and each of the Ancillary Agreements and the consummation of the transactions contemplated hereby and thereby by Buyer do not and will not (i) assuming Buyer's Stockholder Approval is obtained, violate the Memorandum and Articles of Association of Buyer or (ii) assuming compliance with the matters referred to in Section 4.03, violate any applicable material law, rule, regulation, judgment, injunction, order or decree.
SECTION 4.05. PURCHASE FOR INVESTMENT. Buyer is purchasing the Shares for investment for its own account and not with a view to, or for sale in connection with, any distribution thereof. Buyer (either alone or together with its advisors) has sufficient knowledge and experience in financial and business matters so as to be capable of evaluating the merits and risks of its investment in the Shares and is capable of bearing the economic risks of such investment.
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SECTION 4.06. LITIGATION. There is no action, suit, investigation or proceeding pending against, or to the knowledge of Buyer threatened against Buyer before any court or arbitrator or any governmental body, agency or official which in any manner challenges or seeks to prevent, enjoin, alter or materially delay the transactions contemplated by this Agreement.
SECTION 4.07. FINDERS' FEES. Except for Warburg Dillon Read, whose fees will be paid by Buyer, there is no investment banker, broker, finder or other similar intermediary which has been retained by or is authorized to act on behalf of Buyer who might be entitled to any fee or commission from Seller or any of its Affiliates upon consummation of the transactions contemplated by this Agreement.
SECTION 4.08. FINANCING COMMITMENTS. Buyer has previously furnished to Seller copies of financing commitments from Warburg Dillon Read relating to the transactions contemplated hereby (the "FINANCING COMMITMENTS"). All fees and other amounts required to be paid by Buyer or its Affiliates on or prior to the date hereof have been or will promptly be paid by Buyer or such Affiliates. The representations and warranties of Buyer in the Financing Commitments were true and correct when made. As of the date hereof, Buyer knows of no reason why the financing contemplated thereby will not be available to it as of the Closing.
ARTICLE 5
COVENANTS OF SELLER
Seller agrees that:
SECTION 5.01. CONDUCT OF THE COMPANY. From the date hereof until the Closing Date, Seller shall cause the Company and each Subsidiary to conduct its businesses in all material respects in the ordinary course consistent with past practice and to use its commercially reasonable efforts to preserve intact its business organizations and relationships with third parties and to keep available the services of its present officers and employees. Without limiting the generality of the foregoing, from the date hereof until the Closing Date, without the express prior written consent of Buyer, Seller will not permit the Company or any Subsidiary to:
(a) adopt or propose any change in its certificate of incorporation or bylaws;
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(b) (i) merge or consolidate with any other Person or (ii) acquire assets from any other Person except (x) in the ordinary course of business consistent in all material respects with past practices, (y) pursuant to the Restructuring or (z) capital expenditures less than the amounts specified in Section 3.09(j);
(c) sell, lease, license or otherwise dispose of any assets or property except (i) in the ordinary course consistent in all material respects with past practices or (ii) pursuant to the Restructuring; or
(d) agree or commit to do any of the foregoing.
Seller will not, and will not permit the Company or any Subsidiary to (i) voluntarily take or agree or commit to take any action that would make any representation or warranty of Seller hereunder inaccurate in any material respect at, or as of any time prior to, the Closing Date or (ii) omit or agree or commit to omit to take any action within Seller's control necessary to prevent any such representation or warranty from being inaccurate in any material respect at any such time.
SECTION 5.02. ACCESS TO INFORMATION; CONFIDENTIALITY. (a) From the date hereof until the Closing Date, Seller will (i) give, and will cause the Company and each Subsidiary to give, Buyer, its counsel, financial advisors, auditors and other authorized representatives reasonable access during normal business hours to the offices, properties, books and records of the Company and the Subsidiaries and to the books and records of Seller relating to the Company and the Subsidiaries, (ii) furnish, and will cause the Company and each Subsidiary to furnish, to Buyer, its counsel, financial advisors, auditors and other authorized representatives such financial and operating data and other information relating to the Company or any Subsidiary as such Persons may reasonably request and (iii) instruct the employees, counsel and financial advisors of Seller or the Company or any Subsidiary to reasonably cooperate with Buyer in its investigation of the Company or any Subsidiary. Any investigation pursuant to this Section shall be conducted in such manner as not to interfere unreasonably with the conduct of the business of Seller, the Company or any of its Subsidiaries. Notwithstanding the foregoing, Buyer shall not have access to personnel records of Seller, the Company and the Subsidiaries relating to individual performance or evaluation records, medical histories or other information which in Seller's good faith opinion is sensitive or the disclosure of which could subject the Company or any Subsidiary to risk of liability. No investigation by Buyer or other information received by Buyer shall operate as a waiver or otherwise affect any representation, warranty or agreement given or made by Seller hereunder. Buyer will hold, and will cause its respective officers, employees, counsel, financial advisors, auditors
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and other authorized representatives to hold, any nonpublic information provided pursuant to this Section 5.02 in accordance with the terms of the letter agreement, dated June 23, 1999, between Buyer and Seller (the "CONFIDENTIALITY AGREEMENT"); PROVIDED that such obligations of Buyer shall terminate upon the Closing. All requests for access to the offices, properties, books and records of Seller shall be made to such representatives of Seller as Seller may designate, who will be solely authorized to coordinate all such requests.
(b) For a period of ten full years following the Closing Date, Seller and its Affiliates will hold, and will instruct its officers, directors, employees, accountants, counsel, consultants, advisors and agents to hold, in confidence, unless in their reasonable judgment they are compelled to disclose by judicial or administrative process or by other requirements of law, all confidential documents and information concerning the Company and the Subsidiaries, except to the extent that such information can be shown to have been (i) previously known on a nonconfidential basis by Seller, (ii) in the public domain through no fault of Seller or its Affiliates or (iii) later lawfully acquired by Seller from sources other than those related to its prior ownership of the Company and the Subsidiaries. The obligation of Seller to hold any such information in confidence shall be satisfied if it exercises the same care with respect to such information as Seller would take to preserve the confidentiality of its own similar information.
(c) On and after the Closing Date, Seller will afford promptly to Buyer and its agents reasonable access to its non-privileged books of account, financial and other records (including, without limitation, accountant's work papers, subject to such limitations as such accountants may impose in accordance with customary practice), information, employees and auditors to the extent necessary or useful for Buyer in connection with any audit, investigation, dispute or litigation or any other reasonable business purpose relating to the Company or any Subsidiary; PROVIDED that any such access by Buyer shall not unreasonably interfere with the conduct of the business of Seller. Buyer shall bear all of the out-of-pocket costs and expenses (including, without limitation, attorneys' fees, but excluding reimbursement for general overhead, salaries and employee benefits) reasonably incurred in connection with the foregoing.
SECTION 5.03. CEP FILINGS. Seller agrees that it shall, with respect to any facility or real property which is owned, leased or operated by the Company or any Subsidiary and which is located in the State of Connecticut, comply with any requirements of CTA that are applicable as a result of the transactions contemplated hereby, including, without limitation, the submission of any Connecticut Transfer Forms, as necessary, to the CEP. Seller also agrees that, prior to providing any documents or information to the CEP with respect to this
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Agreement or the transactions contemplated hereby, Buyer shall have the right to review and approve the form and substance of any such documents or information (such approval not to be unreasonably withheld or delayed).
SECTION 5.04. NJDEP FILINGS. Seller agrees that it shall, with respect to any facility or real property that is owned, leased or operated by the Company or any Subsidiary and which is located in the State of New Jersey, comply with any requirements of ISRA that are applicable as a result of the transactions contemplated hereby or provide evidence that the requirements of ISRA are not applicable as a result of the transactions contemplated hereby. Seller also agrees that, prior to providing any documents or other information to the NJDEP with respect to this Agreement or the transactions contemplated hereby, Buyer shall have the right to review and approve the form and substance of any such documents and other information (such approval not to be unreasonably withheld or delayed).
SECTION 5.05. NOTICES OF CERTAIN EVENTS. Seller shall promptly notify Buyer of:
(a) any notice or other communication from any Person alleging that the consent of such Person is or may be required in connection with the transactions contemplated by this Agreement;
(b) any notice or other communication from any governmental or regulatory agency or authority in connection with the transactions contemplated by this Agreement; and
(c) any actions, suits, claims, investigations or proceedings commenced or, to its Knowledge, threatened against, relating to or involving or otherwise affecting Seller or the Company or any Subsidiary that, if pending on the date of this Agreement, would have been required to have been disclosed pursuant to Section 3.12 or that relate to the consummation of the transactions contemplated by this Agreement.
SECTION 5.06. RESIGNATIONS. Seller will deliver to Buyer the resignations of all officers and directors of the Company and each Subsidiary who will be officers, directors or employees of Seller or any of its Affiliates after the Closing Date from their positions with the Company or any Subsidiary at or prior to the Closing Date.
SECTION 5.07. NONCOMPETITION. (a) Seller and Buyer agree that:
(i) for a period of five years from the Closing Date, Seller will not, and will cause its current subsidiaries (so long as they are such) and
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any future subsidiaries (so long as they are such) not to, engage, either directly or indirectly, as a principal or for its own account or solely or jointly with others, or as stockholders in any corporation or joint stock association, in any business that competes with the Business as it exists on the Closing Date within the United States and Puerto Rico; PROVIDED that nothing herein shall prohibit the acquisition by Seller or any of its subsidiaries of a diversified company engaged in the Business if Seller shall, within 18 months after the date of the closing of such acquisition, have disposed of the assets constituting the Business or ceased to engage in the Business such that Seller would no longer be in breach of this Section 5.07(a)(i); provided that prior to any such disposition, Seller shall have first offered to Buyer the assets constituting such Business for a cash price equal to the fair market value thereof as agreed to by the parties or, if the parties cannot agree, by an investment banking firm jointly selected by the parties and Buyer shall have 30 days to accept such offer;
(ii) for a period of two years from Closing Date, Seller will not, and will cause its subsidiaries not to, employ or solicit, or receive or accept the performance of services by any current employee of the Company or any Subsidiary (a) whose annual base compensation as of the date hereof exceeds $50,000 or (b) who is a technician;
(iii) for a period of two years from the Closing Date, Buyer will not, and will cause its subsidiaries not to, employ or solicit, or receive or accept the performance of services by any employee of Seller as of the Closing Date who is a technician;
PROVIDED, that this Section 5.07(a)(ii) and Section 5.07(a)(iii) shall not prohibit Seller, Buyer or any of their respective subsidiaries from general solicitation or advertising activities not targeted to any current employee described in this Section 5.07(a)(ii) or Section 5.07(a)(iii) and shall not apply to any person whose employment is terminated by Seller, Buyer or their respective subsidiaries without cause; and
(iv) within five days after the Closing Date, Seller will deliver to Buyer a list of all employees of Seller as of the Closing Date who are technicians.
(b) For the purposes of this Agreement, "BUSINESS" means (i) the provision of services related to (and including) the operation, leasing or maintenance of school buses and other transportation requirements of public and private school authorities and the operation or leasing of passenger-related vehicles for commercial hire; (ii) the operation of passenger transit systems and
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provision of transit management, transportation and transit consulting services to or for governmental and quasi-governmental authorities or any political or other subdivision, department or branch thereof, utility companies, education authorities and municipal service providers; and (iii) the maintenance of equipment and vehicles and the provision of related consulting services, directly or indirectly, to or for governmental and quasi-governmental authorities or any political or other subdivision, department or branch thereof and utility companies and education authorities, except that this clause (iii) shall not apply to (1) military agencies and (2) the existing maintenance agreement between Ryder and the City of Tucson, Arizona. Notwithstanding the foregoing, the definition of Business shall not include the provision of services described in subsections (i), (ii) and (iii) of this subsection, (A) at, for or relating to airports and airport-related facilities (including ground fleet and airport passenger and car rental shuttle services) other than, to the extent permitted by law, entities with whom either the Company or a Subsidiary has a contract at Closing; or (B) to non-governmental entities or, to the extent permitted by law, utility companies with whom neither the Company nor any of the Subsidiaries has any contract at Closing.
(c) If any provision contained in this Section shall for any reason be held invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any other provisions of this Section, but this Section shall be construed as if such invalid, illegal or unenforceable provision had never been contained herein. It is the intention of the parties that if any of the restrictions or covenants contained herein is held to cover a geographic area or to be for a length of time which is not permitted by applicable law, or in any way construed to be too broad or to any extent invalid, such provision shall not be construed to be null, void and of no effect, but to the extent such provision would be valid or enforceable under applicable law, a court of competent jurisdiction shall construe and interpret or reform this Section to provide for a covenant having the maximum enforceable geographic area, time period and other provisions (not greater than those contained herein) as shall be valid and enforceable under such applicable law. Seller acknowledges that Buyer would be irreparably harmed by any breach of this
Section and that there would be no adequate remedy at law or in damages to compensate Buyer for any such breach. Seller agrees that Buyer shall be entitled to injunctive relief requiring specific performance by Seller of this Section, and Seller consents to the entry thereof.
SECTION 5.08. AUDIT OPINION. Seller shall use its commercially reasonable efforts to cause to be delivered to Buyer an unqualified audit opinion in the form attached as Appendix II from KPMG Peat Marwick with respect to (i) the Annual Financial Statements and (ii) the pro forma consolidated balance sheet as of December 31, 1996 and the related statements of income and cash flows for the
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year ended December 31, 1996 of the Company and the Subsidiaries, as adjusted to give effect to the Restructuring (the "1996 FINANCIAL STATEMENTS").
SECTION 5.09. REMOVAL OF CERTAIN LIENS. Prior to the Closing, Seller shall have caused any and all Liens on receivables of the Company or any Subsidiary to be fully released, removed or otherwise extinguished.
SECTION 5.10. FINANCING COMMITMENT. Seller will use its reasonable best efforts to cause to be satisfied all Funding Conditions to the extent within the control of Seller or any of its Affiliates or the Company or any Subsidiary.
ARTICLE 6
COVENANTS OF BUYER
Buyer agrees that:
SECTION 6.01. CONDUCT OF BUYER. Buyer will not, and will not permit any of its subsidiaries to (i) take or agree or commit to take any action that would make any representation or warranty of Buyer hereunder inaccurate in any material respect at, or as of any time prior to, the Closing Date or (ii) omit or agree or commit to or omit to take any action within Buyer's control necessary to prevent any such representation or warranty from being inaccurate in any material respect at any such time.
SECTION 6.02. ACCESS. Buyer will cause the Company and each Subsidiary, on and after the Closing Date, to afford promptly to Seller and its agents reasonable access to their properties, non-privileged books and records, employees and auditors to the extent necessary to permit Seller to determine any matter relating to its rights and obligations hereunder or to any period ending on or before the Closing Date; PROVIDED that any such access by Seller shall not unreasonably interfere with the conduct of the business of Buyer. Seller will hold, and will use its best efforts to cause its officers, directors, employees, accountants, counsel, consultants, advisors and agents to hold, in confidence, unless compelled to disclose by judicial or administrative process or by other requirements of law, all confidential documents and information concerning the Company or any Subsidiary provided to it pursuant to this Section.
SECTION 6.03. NOTICE OF CERTAIN EVENTS. Buyer shall promptly notify Seller of:
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(a) any notice or other communication from any governmental or regulatory agency or authority in connection with the transactions contemplated by this Agreement; and
(b) any actions, suits, claims, investigations or proceedings commenced or, to its knowledge, threatened against, relating to or otherwise affecting Buyer that, if pending on the date hereof, would have been required to have been disclosed pursuant to Section 4.06 or that relate to the consummation of the transactions contemplated by this Agreement.
SECTION 6.04. FINANCING. Subject to Section 7.07, Buyer will use its reasonable best efforts to cause to be satisfied all conditions to funding under the Financing Commitments (the "FUNDING CONDITIONS") to the extent within the control of Buyer or any of its Affiliates. Without limiting the generality or effect of the foregoing, in the event that the financing contemplated by any of the Financing Commitments is not so available to Buyer and such non-availability is not the result of a material breach by Seller of its obligations under this Agreement, Buyer will use its reasonable best efforts to obtain substitute financing on substantially the same terms and conditions as set forth in the Financing Commitments as promptly as practicable.
SECTION 6.05. LA TAXI RECEIVABLE. After the Closing Date, Buyer will pay to Seller promptly following receipt all amounts paid by LA Taxi with respect to all amounts owing to the Company or its Subsidiaries, PROVIDED, HOWEVER, that in the event that the discount rate required to be applied under
Section 9.02(b) is higher than 6.5%, an equitable adjustment to such amounts will be made to reflect the financial effect on Buyer of such increased discount rate.
ARTICLE 7
COVENANTS OF BUYER AND SELLER
Buyer and Seller agree that:
SECTION 7.01. BEST EFFORTS; FURTHER ASSURANCES. Subject to the terms and conditions of this Agreement, Buyer and Seller will use their best efforts to take, or cause to be taken, all actions and to do, or cause to be done, all things necessary or desirable under applicable laws and regulations to consummate the transactions contemplated by this Agreement. Seller and Buyer agree, and Seller, prior to the Closing, and Buyer, after the Closing, agree to cause the Company and each
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Subsidiary, to execute and deliver such other documents, certificates, agreements and other writings and to take such other actions as may be necessary or desirable in order to consummate or implement expeditiously the transactions contemplated by this Agreement.
SECTION 7.02. CERTAIN FILINGS. (a) Seller and Buyer shall cooperate with one another (i) in determining whether any action by or in respect of, or filing with, any Governmental Authority is required, or any actions, consents, approvals or waivers are required to be obtained from parties to any material contracts, in connection with the consummation of the transactions contemplated by this Agreement and (ii) in taking such actions or making any such filings, furnishing information required in connection therewith and seeking timely to obtain any such actions, consents, approvals or waivers.
(b) In furtherance and not in limitation of the foregoing, each party hereto agrees to make an appropriate filing of a Notification and Report Form pursuant to the HSR Act and any other Regulatory Law (as defined below) with respect to the transactions contemplated hereby as promptly as practicable after the date hereof and to supply as promptly as practicable any additional information and documentary material that may be requested pursuant to the HSR Act and any other Regulatory Law and to use its reasonable best efforts to take all other actions necessary to cause the expiration or termination of the applicable waiting period under the HSR Act as soon as practicable. Each of Buyer and Seller shall use its reasonable best efforts to (i) cooperate in all respects with each other in connection with any filing or submission and in connection with any investigation or other inquiry, including any proceeding initiated by a private party, (ii) promptly inform the other party of any communication received by such party from, or given by such party to, the Antitrust Division of the Department of Justice (the "DOJ") or the Federal Trade Commission (the "FTC") or any other governmental entity and of any material communication received or given in connection with any proceeding by a private party, in each case regarding any of the transactions contemplated hereby, and
(iii) permit the other party to review any communication given by it to, and consult with each other in advance of any meeting or conference with, the DOJ, the FTC or any such other governmental entity or, in connection with any proceeding by a private party, with any other person, and to the extent permitted by the DOJ, the FTC or such other applicable governmental entity or other person, give the other party the opportunity to attend and participate in such meetings and conferences. For purposes of this Agreement, "Regulatory Law" means the Sherman Act, as amended, the Clayton Act, as amended, the HSR Act, the Federal Trade Commission Act, as amended, and all other federal, state and foreign, if any, statutes, rules, regulations, orders, decrees, administrative and judicial doctrines and other laws that are designed or
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intended to prohibit, restrict or regulate actions having the purpose or effect of monopolization or restraint of trade or lessening of competition.
SECTION 7.03. PUBLIC ANNOUNCEMENTS. The parties agree to consult with each other before issuing any press release or making any public statement with respect to this Agreement or the transactions contemplated hereby and, except as either party may reasonably determine to be required by applicable law or any listing agreement with any national securities exchange, will not issue any such press release or make any such public statement prior to such consultation.
SECTION 7.04. ANCILLARY AGREEMENTS. Promptly after the date of this Agreement, the parties will negotiate in good faith the terms and conditions of each of the Ancillary Agreements to be entered into as of the Closing Date.
SECTION 7.05. INTERCOMPANY ACCOUNTS. All intercompany accounts between Seller or its Affiliates, on the one hand, and the Company or any Subsidiary, on the other hand, as of the Closing shall be settled (irrespective of the terms of payment of such intercompany accounts) in full at or prior to the Closing by netting such balances against each other, and the resultant balance contributed to capital or paid by cash or dividend, as the case may be, and deemed without further action to be fully discharged.
SECTION 7.06. BUYER OFFERING DOCUMENTS. As soon as practicable following (i) the date of this Agreement, and (ii) delivery of the audit opinion referred to in Section 5.08, provided that Seller is not in material breach of its obligations under this Agreement, Buyer shall prepare and seek the approval of the LSE of the Buyer Offering Documents. Seller shall reasonably cooperate with Buyer in the preparation of the Buyer Offering Documents and shall promptly furnish to Buyer for inclusion in the Buyer Offering Documents all information relating to the Seller, the Company and its Subsidiaries and the Business as may be in Seller's possession or able to be produced without undue expense required by United Kingdom statutory law and other legal provisions (including, without limitation, the Companies Act of 1985 of the United Kingdom, as amended, the Financial Services Act of 1986 and the rules and regulation made thereunder, and the rules and requirements of the LSE). Buyer shall give Seller and its counsel a reasonable opportunity to review the Buyer Offering Documents prior to their filing with the LSE for approval and shall give Seller and its counsel a reasonable opportunity to review all amendments and supplements to the Buyer Offering Documents and all responses to requests for additional information and replies to comments prior to their being filed with, or sent to, the LSE.
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SECTION 7.07. BUYER SHAREHOLDER MEETING. As soon as practicable following (i) the date of this Agreement, and (ii) delivery of the audit opinion referred to in Section 5.08, PROVIDED that Seller is not in material breach of its obligations under this Agreement, Buyer will duly call, give notice of, convene and hold a meeting of its shareholders for the purpose of obtaining Buyer's Shareholder Approval. Subject to it being consistent with the fiduciary duties of the Board of Directors of Buyer, Buyer will use its reasonable best efforts to obtain Buyer's Shareholder Approval.
SECTION 7.08. REPLACEMENT OF SURETY BONDS; GUARANTIES; LETTERS OF CREDIT. Buyer will use its reasonable best efforts to cause itself or one of its Affiliates to be substituted in all respects for Seller or its Affiliates, effective as of the Closing, in respect of all obligations of Seller and its Affiliates under all guaranties, letters of credit, bid bonds, performance and other similar bonds obtained by Seller or any of its Affiliates for the benefit of the Company and its Subsidiaries. If Buyer is unable to effect such a substitution, it will use its reasonable best efforts to obtain and have issued, effective as of the Closing, replacements for each such guaranty, letter of credit, bid bond, performance or other similar bond, each of which shall be substantially similar to that being so replaced and to obtain any amendments, novations, releases, waivers, consents or approvals necessary to release Seller and its Affiliates. The Company will be responsible for, and Buyer will indemnify Seller and its Affiliates from, any costs or liabilities arising subsequent to the Closing Date under all such guaranties, letters of credit, bid bonds, performance and other similar bonds until all such guaranties, letters of credit and bonds have been replaced and all obligations thereunder have been released. Promptly after the date hereof, Seller will furnish to Buyer such information with respect to such guaranties, letters of credit, bid bonds, performance and other similar bonds as Buyer may require in order to fulfill its obligations under this Section 7.08.
ARTICLE 8
TAX MATTERS
SECTION 8.01. TAX DEFINITIONS. The following terms, as used herein, have the following meanings:
"ACCOUNTING REFEREE" means independent accountants of nationally recognized standing reasonably satisfactory to Buyer and Seller (who shall not have any material relationship with Buyer or Seller).
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"BUYER INDEMNITEE" means Buyer and any of its Affiliates and, effective upon the Closing, the Company and its Subsidiaries.
"CODE" means the Internal Revenue Code of 1986, as amended.
"FEDERAL TAX" means any Tax imposed under Subtitle A of the Code.
"OTHER INCOME TAX" means any income or franchise Tax payable to any state, local or foreign taxing jurisdiction in which the Company or any Subsidiary has filed or will file a Return (a "STATE TAX RETURN").
"OTHER TAXES" means any Taxes EXCLUDING Other Income Taxes or Federal Taxes.
"POST-CLOSING TAX PERIOD" means any Tax period beginning after the Closing Date; and with respect to a Tax period that begins on or before the Closing Date and ends thereafter, the portion of such Tax period beginning after the Closing Date.
"PRE-CLOSING TAX PERIOD" means any Tax period ending on or before the Closing Date; and, with respect to a Tax period that begins on or before the Closing Date and ends thereafter, the portion of such Tax period ending on the Closing Date.
"SECTION 338(H)(10) ELECTION" is defined in Section 8.03(a).
"SECTION 338 TAX" means any Federal or Other Income Tax resulting directly or indirectly from the Section 338(h)(10) Election or as a consequence of Section 338 as applied by any state or local jurisdiction.
"SELLER GROUP" means, with respect to Federal Taxes, the affiliated group of corporations (as defined in Section 1504(a) of the Code) of which Seller is a member, and with respect to Taxes other than Federal Taxes, the affiliated, consolidated, combined or unitary group of which Seller or any of its Affiliates is a member.
"TAX" means (i) any tax, governmental fee or other like assessment or charge of any kind whatsoever (including, but not limited to, withholding on amounts paid to or by any Person), together with any interest, penalty, addition to tax or additional amount (including any obligation arising under Section 6675 of the Code) imposed by any governmental authority (a "TAXING AUTHORITY") responsible for the imposition of any such tax (domestic or foreign), (ii) in the case of the Company or any Subsidiary, liability for the payment of any amount of
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the type described in clause (i) as a result of being or having been before the Closing Date a member of an affiliated, consolidated, combined or unitary group, or a party to any agreement or arrangement, whereby liability of the Company or any Subsidiary for payments of such amounts was determined or taken into account with reference to the liability of any other Person, and (iii) liability of the Company or any Subsidiary for the payment of any amount as a result of being party to any Tax Sharing Agreement or with respect to the payment of any amounts of the type described in (i) or (ii) as a result of any existing express or implied agreement or arrangement (including, but not limited to, an indemnification agreement or arrangement).
"TAX SHARING AGREEMENTS" means all existing agreements or arrangements (whether or not written) binding the Company or any Subsidiaries that provide for the allocation, apportionment, sharing or assignment of any Tax liability or benefit, or the transfer or assignment of income, revenues, receipts, or gains for the principal purpose of determining any person's Tax liability (including, without limitation, the document referred in Section 8.02(d)).
SECTION 8.02. TAX REPRESENTATIONS. Seller represents and warrants to Buyer as of the date hereof and as of the Closing Date that:
(a) FILING AND PAYMENT. Except (x) as set forth on Schedule 8.02(a) or
(y) with respect to circumstances which involve the lesser of (i) penalties of no more than $1,000 per Return (as defined below) or (ii) $25,000 in the aggregate for all Returns due with respect to all Pre-Closing Tax Periods, (i) all Tax returns, statements, reports and forms (including estimated tax or information returns and reports) required to be filed with any Taxing Authority with respect to any Pre-Closing Tax Period by or on behalf of the Company or any Subsidiary or any Affiliate which conducts the Puerto Rico Business (collectively, the "Returns"), have, to the extent required to be filed on or before the date hereof, been filed when due (or will be filed on or before the due date giving effect to extensions) in accordance with all applicable laws in all material respects; (ii) as of the time of filing, the Returns were or will be when filed true and complete in all material respects; and (iii) all Taxes shown as due and payable on the Returns that have been filed have been timely paid, or withheld and remitted to the appropriate Taxing Authority. For purposes of this section, the term "material" shall mean amounts in excess of those set forth in clause (y) of this section.
(b) PROCEDURE AND COMPLIANCE. Except as set forth on Schedule 8.02(b) or with respect to circumstances which involve the lesser of (i) penalties of no more than $1,000 per Return or (ii) $25,000 in the aggregate for all Returns due with respect to all Pre-Closing Tax Periods, (i) all Returns filed with respect to
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Tax years of the Company and its Subsidiaries through the Tax year ended December 31, 1989 have been examined and closed or are Returns with respect to which the applicable period for assessment under applicable law, after giving effect to extensions or waivers, has expired; (ii) neither the Company nor any Subsidiary or any Affiliate which conducts the Puerto Rico Business is delinquent in the payment of any Tax or has failed to file any Return in a timely fashion after giving effect to extensions; (iii) neither the Company nor any Subsidiary (or any member of any affiliated, consolidated, combined or unitary group of which the Company or any Subsidiary is or has been a member) has granted any extension or waiver of the statute of limitations period applicable to any Return, which period (after giving effect to such extension or waiver) has not yet expired; (iv) there is no claim, audit, action, suit, proceeding, or investigation involving claims in excess of $50,000 now pending or threatened against or with respect to the Company, any Subsidiary or any member of the Seller Group in respect of any Tax; (v) there are no requests for rulings or determinations in respect of any Tax pending between the Company or any Subsidiary and any Taxing Authority; and (vi) during the five-year period ending on the date hereof, none of Seller, the Company, any Subsidiary or any Affiliate of Seller has made or changed any tax election, changed any annual tax accounting period, or adopted or changed any method of tax accounting (to the extent that any such action may materially affect any Post-Closing Tax Period of the Company or any Subsidiary), nor has it, to the extent it may affect or relate to any Post-Closing Tax Period of the Company or any Subsidiary, filed any amended Return, entered into any closing agreement, settled any Tax claim or assessment, or surrendered any right to claim a Tax refund.
(c) TAXING JURISDICTIONS. Schedule 8.02(c) contains a list of all jurisdictions in which the Company and any Subsidiary (i) has paid any material amount of Tax since January 1, 1996 or (ii) the Seller, the Company, any Subsidiary or any Affiliate of Seller has been advised in writing since January 1, 1996 by a Taxing Authority that any Tax is properly payable by the Company or any Subsidiary, or has Knowledge of any audit or proceeding to which any such entity is a party now pending or threatened in such jurisdiction.
(d) TAX SHARING, CONSOLIDATION AND SIMILAR ARRANGEMENTS. Except as set forth on Schedule 8.02(d), (i) neither the Company nor any Subsidiary has been a member of an affiliated, consolidated, combined or unitary group other than one of which Seller was the common parent; (ii) neither the Company nor any Subsidiary is a party to any Tax Sharing Agreement or to any other agreement or arrangement referred to in clause (i) or (iii) of the definition of "Tax"; (iii) neither the Company nor any Subsidiary is currently under any obligation to pay any amounts of the type described in clause (ii) or (iii) of the definition of "Tax",
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regardless of whether such Tax is imposed on the Company or any Subsidiary; and
(iv) neither the Company nor any Subsidiary has entered into any closing agreement or arrangement with any Taxing Authority with regard to the Tax liability of the Company or any Subsidiary affecting any Post-Closing Tax Period.
(e) CERTAIN AGREEMENTS AND ARRANGEMENTS. Except as set forth on Schedule 8.02(e), (i) neither the Company nor any Subsidiary is a direct or indirect beneficiary of a guarantee of tax benefits or any other arrangement that has the same economic effect (including tax opinion or other insurance) with respect to any transaction or tax opinion relating to the Company or any Subsidiary; (ii) neither the Company nor any Subsidiary is a party to any understanding or arrangement described in Section 6111(d) or Section 6662(d)(2)(C)(iii) of the Code; and (iii) neither the Company nor any Subsidiary has participated in or cooperated with an international boycott within the meaning of Section 999 of the Code or has been requested to do so in connection with any transaction or proposed transaction.
(f) PROPERTY AND LEASES. Except as set forth on Schedule 8.02(f), (i) neither the Company nor any Subsidiary owns an interest in real property in any jurisdiction in which a Tax is imposed on the transfer of an interest in real property and which treats the transfer of an interest in an entity that owns an interest in real property as a transfer of the interest in real property; (ii) none of the property owned or used by the Company or any Subsidiary is subject to a tax benefit transfer lease executed in accordance with Section 168(f)(8) of the Internal Revenue Code of 1954, as amended; (iii) none of the Company, any of its Subsidiaries, or any other entity in which the Company or any Subsidiary owns an interest, is a party to one or more leases with any lessor (or Affiliate of such lessor) covering in the aggregate more than 100 buses, trucks or vans (collectively, or individually, "VEHICLES"), other than a lease that is, for federal income tax purposes, a "true" lease under which the Company, the Subsidiary or the other entity in which the Company or any Subsidiary owns an interest owns or uses the property subject to the lease; (iv) none of the Company, any of its Subsidiaries, any of its Affiliates or any other entity in which the Company or any Subsidiary owns an interest is a party to a lease-in, lease-out arrangement in which the lessee's or lessor's obligations under such an arrangement are substantially defeased; and (v) none of the property owned by the Company or any Subsidiary is "tax-exempt use property" within the meaning of
Section 168(h) of the Code.
(g) CERTAIN ELECTIONS. Except as set forth on Schedule 8.02(g), (i) no election has been made under Treasury Regulations Section 1.7701-3 or any similar provision of Tax law to treat the Company, any Subsidiary or any other
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entity in which the Company or any Subsidiary owns an interest as an association, corporation or partnership; (ii) none of the Company, any Subsidiary or any other entity in which the Company or any Subsidiary owns an interest is disregarded as an entity for Tax purposes; (iii) a protective carryover election has been filed in connection with each transaction consummated by the Company or any Subsidiary prior to January 20, 1994 that constituted a "qualified stock purchase" within the meaning of Section 338 of the Code; (iv) Seller is qualified to make the Section 338(h)(10) Election; and
(v) none of Seller, the Company, any Subsidiary, and any other person on behalf of the Company or any Subsidiary, has entered into any agreement or consent pursuant to Section 341(f) of the Code.
(h) INSURANCE/REINSURANCE. Except as set forth on Schedule 8.02(h), none of the Company or any Subsidiary is a party to an agreement or an arrangement for insurance or reinsurance that is placed with a Subsidiary or any other entity in which the Company or any Subsidiary owns an interest.
SECTION 8.03. COVENANTS. (a) Buyer and Seller will make a timely, effective and irrevocable election under Section 338(h)(10) of the Code and under any comparable statutes in any other jurisdiction with respect to the purchase of the Shares of the Company and each of its Subsidiaries (the "SECTION
338(H)(10) ELECTION"), and to file such election in accordance with applicable regulations. The Section 338(h)(10) Election shall properly reflect the Price Allocation (as hereinafter defined). Within 120 days after the Closing Date, Buyer shall deliver to Seller a draft statement (the "ALLOCATION STATEMENT") proposing to allocate the modified ADSP (as such term is defined in Treasury Regulations Section 1.338(h)(10)-1(f)) (the "MODIFIED AGGREGATE DEEMED SALES PRICE") of the assets of the Company and its Subsidiaries in accordance with the Treasury regulations promulgated under Section 338(h)(10). For this purpose, Buyer and Seller hereby agree that all tangible and intangible assets (other than goodwill) reflected on the Final Closing Balance Sheet shall be treated as having a fair market value equal to the respective amounts contained therein, and that the excess of the Modified Aggregate Deemed Sales Price over the aggregate amount thereof shall be allocated to goodwill within the meaning of
Section 197 of the Code. Seller shall have the right to approve the Allocation Statement. If within 30 days after receipt of the Allocation Statement Seller notifies Buyer in writing that Seller disagrees with such allocation, Buyer and Seller will negotiate in good faith to resolve such dispute. If Buyer and Seller fail to resolve such dispute within 30 days, an Accounting Referee chosen and mutually acceptable to both Buyer and Seller shall determine whether the allocation was reasonable and, if not reasonable, shall appropriately revise the Allocation Statement. Seller shall have the right to submit a proposed allocation to the Accounting Referee which the Accounting Referee may consider in revising the Allocation Statement. If Seller does not
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respond within 30 days, or upon resolution of the disputed items, the allocation reflected on the Allocation Statement (as such may have been revised) shall be the "Price Allocation" and shall be binding on the parties hereto. Seller and Buyer agree to (i) act in accordance with the Price Allocation in the preparation, filing and audit of any Tax return and (ii) cooperate fully, as and to the extent reasonably requested by the other party, in connection with making the Section 338(h)(10) Election. Other disputes arising under this Article 8 and not resolved by mutual agreement shall also be resolved by an Accounting Referee chosen and mutually acceptable to both Buyer and Seller within five days of the date on which the need to choose the Accounting Referee arises. The Accounting Referee shall resolve any disputed items within 30 days of having the item referred to it pursuant to such procedures as it may require. The costs, fees and expenses of the Accounting Referee shall be borne equally by Buyer and Seller.
(b) Without the prior written consent of Buyer, neither Seller nor the Company, any Subsidiary or any Affiliate of Seller shall, to the extent it may have the effect of increasing the Tax liability of the Company, any Subsidiary, Buyer or any Affiliate of Buyer during any Post-Closing Tax Period, make or change any tax election (other than the Section 338(h)(10) Election), change an annual tax accounting period, adopt or change any method of tax accounting, file any amended Return, enter into any closing agreement, settle any Tax claim or assessment, surrender any right to claim a Tax refund, consent to any extension or waiver of the limitations period applicable to any Tax claim or assessment or take or omit to take any other action.
(c) Seller shall include the Company and its Subsidiaries in its consolidated Federal Tax Return and shall file and pay any Federal Taxes or Other Income Taxes due on any Federal Tax Return and any State Tax Return through the close of business on the Closing Date. Seller shall furnish Buyer a copy of each such Return insofar as it relates to the Company and its Subsidiaries.
(d) Neither the Company nor any Subsidiary shall reserve any amount for or make any payment of Other Taxes to any person or any Taxing Authority, except for Other Taxes as are due or payable or have been properly estimated in accordance with applicable law as applied in a manner consistent with past practice of Seller.
(e) All transfer, documentary, sales, use, stamp, registration, value added and other such Taxes and fees (including any penalties and interest) incurred in connection with (a) transactions contemplated by this Agreement, and
(b) the acquisition of the Puerto Rico Business ("TRANSFER TAXES") shall be borne equally by Seller, on the one hand, and Buyer, on the other hand. Seller and Buyer will, each at its own expense, file all necessary Tax returns and other
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documentation with respect to such Transfer Taxes required to be filed by each of them. Upon receipt of any bill for such Transfer Taxes, each of Seller and Buyer shall present a statement to the other setting forth the amount of reimbursement to which each is entitled under this Section 8.03(e) together with such supporting evidence as is reasonably necessary to calculate the proration amount. In the event that either Seller or Buyer shall make any payment for such it is entitled to reimbursement under this Section 8.03(e), the other party shall make such reimbursement promptly but in no event later than 10 days after the presentation of a statement setting forth the amount of reimbursement to which the presenting party is entitled along with such supporting evidence as is reasonably necessary to calculate the amount of reimbursement.
SECTION 8.04. REFUNDS. Buyer shall promptly pay or cause to be paid promptly to Seller the amount of any refund of Federal Tax or Other Income Tax attributable to a Pre-Closing Tax Period with respect to the Company or any Subsidiaries upon receipt by Buyer or any of its Affiliates (or any successor of Buyer or any of its Affiliates), which is not reflected in Final Stockholder's Equity.
SECTION 8.05. TAX SHARING. Any and all existing Tax Sharing Agreements shall be terminated as of the date hereof. After the date hereof, neither the Company nor any Subsidiary shall have any further rights or liabilities thereunder. This Agreement shall be the sole Tax sharing agreement relating to the Company or any Subsidiary for all Pre-Closing Tax Periods. Seller shall compensate Buyer for and hold the Company and any Subsidiary harmless against any Tax resulting from such termination.
SECTION 8.06. COOPERATION ON TAX MATTERS. (a) Buyer and Seller shall cooperate reasonably in connection with the preparation and filing of any Tax return, statement, report or form (including any report required pursuant to
Section 6043 of the Code and all Treasury Regulations promulgated thereunder), any audit, litigation or other proceeding with respect to Taxes. Such cooperation shall include the retention and (upon the other party's request) the provision of records and information which are reasonably relevant to any such audit, litigation or other proceeding and making employees available on a mutually convenient basis to provide additional information and explanation of any material provided hereunder. The Company, Seller and Buyer agree (i) to retain all books and records with respect to Tax matters pertinent to the Company and the Subsidiaries relating to any Pre-Closing Tax Period, and to abide by all record retention agreements entered into with any Taxing Authority, and (ii) to give the other party reasonable written notice prior to destroying or discarding any such books and
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records and, if the other party so requests, the Company or Seller, as the case may be, shall allow the other party to take possession of such books and records.
(b) Buyer and Seller further agree, upon request, to use reasonable efforts to obtain any certificate or other document from any governmental authority or customer of the Company or any Subsidiary or any other person as may be necessary to mitigate, reduce or eliminate any Tax that could be imposed (including but not limited to with respect to the transactions contemplated hereby).
SECTION 8.07. TAX INDEMNIFICATION. (a) Seller hereby indemnifies each Buyer Indemnitee against and agrees to hold each Buyer Indemnitee harmless from any (t) Tax of the Company or any Subsidiary described in clause (i) of the definition of Tax related to a Pre-Closing Tax Period, (u) Tax described in clause (ii) or (iii) of the definition of Tax, (v) Tax of the Company or any Subsidiary resulting from a breach of the provisions of Section 8.02 or Section 8.03, (w) Tax related or attributable to the assets purchased in the Puerto Rico Business, (x) Section 338 Tax, (y) any Tax arising out of or related to the Restructuring contemplated by Section 2.02, and (z) liabilities, costs, expenses (including, without limitation, reasonable expenses of investigation and attorneys' fees and expenses), losses, damages, assessments, settlements or judgments arising out of or incident to the imposition, assessment or assertion of any Tax described in (t), (u), (v), (w), (x) or (y), and any liability as transferee for which Taxes (the sum of (t), (u), (v), (w), (x), (y), and (z) being referred to herein as a "Loss"); PROVIDED Seller shall have no liability for the payment of any Loss to the extent that such Loss is reflected as a Tax liability in computing Closing Stockholder's Equity and PROVIDED FURTHER that Seller shall not be liable in respect of Other Taxes described in (t), (u) and
(v) attributable to any Pre-Closing Tax Period commencing on or after January 1, 1999, but excluding any Transfer Taxes described in Section 8.03(e) ("1999 OTHER TAXES"). Buyer hereby indemnifies Seller against and agrees to hold Seller harmless from any Federal Tax or Other Income Tax imposed for a Post-Closing Tax Period on the Company, its Subsidiaries or any Affiliate of the Buyer (hereinafter a "POST-CLOSING TAX").
(b) If an indemnification obligation under this 8.07 or Article 11 arises in respect of an adjustment which makes allowable to any Indemnified Party any deduction, amortization, exclusion from income or other allowance (a "TAX BENEFIT") which would not, but for such adjustment, be allowable, then the Indemnified Party shall pay to the Indemnifying Party an amount equal to the actual Tax saving produced by such Tax Benefit at the time such Tax saving is realized by the Indemnified Party. The amount of any such Tax saving for a Taxable period shall be the amount of the reduction in Taxes payable to a Taxing
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Authority with respect to such Tax period as compared to the Taxes that would have been payable to a Taxing Authority by the Indemnified Party in the absence of such Tax Benefit, taking into account the effect, if any, of the receipt of the indemnity payment on the MADSP.
(c) For purposes of this Section, in the case of any Taxes that are imposed on a periodic basis and are payable for a Tax period that includes (but does not end on) the Closing Date, the portion of such Tax related to the portion of such Tax period ending on and including the Closing Date shall (x) in the case of any Taxes other than gross receipts, sales or use Taxes and Taxes based upon or related to income, be deemed to be the amount of such Tax for the entire Tax period multiplied by a fraction the numerator of which is the number of days in the Tax period ending on and including the Closing Date and the denominator of which is the number of days in the entire Tax period, and (y) in the case of any Tax based upon or related to income and gross receipts, sales or use Tax be deemed equal to the amount which would be payable if the relevant Tax period ended on and included the Closing Date. All determinations necessary to give effect to the foregoing allocations shall be made in a manner consistent with prior practice of the Company and the Subsidiaries. In the case of an interest in an entity that is fiscally transparent for Tax purposes, items shall be deemed to flow through on a daily basis rather than at the close of the entity's Tax year.
(d) Upon payment by any Buyer Indemnitee of any Loss, Seller shall discharge its obligation to indemnify the Buyer Indemnitee against such Loss by paying to Buyer an amount equal to the amount of such Loss; PROVIDED, HOWEVER, that if Buyer provides Seller with written notice of a Loss at least 30 days prior to the date on which the relevant Loss is required to be paid by any Buyer Indemnitee, Seller shall, if and to the extent that it is liable therefore hereunder, discharge its obligation to indemnify the Buyer Indemnitee against such Loss by paying an amount equal to the amount of such Loss to the relevant Taxing Authority. Any payment required to be made under this Section 8.07 shall be made not later than 30 days after receipt by Seller of written notice from Buyer in accordance with the foregoing proviso or stating that any Loss has been incurred by a Buyer Indemnitee and the amount thereof and of the indemnity payment requested. The payment by a Buyer Indemnitee of any Loss shall not relieve Seller of its obligation under this Section 8.07.
(e) Buyer agrees to give prompt notice to Seller of any Loss or the assertion of any claim, or the commencement of any suit, action or proceeding in respect of which indemnity may be sought hereunder which Buyer deems to be within the ambit of this Section 8.07 (specifying with reasonable particularity the basis therefor) and will give Seller such information with respect thereto as Seller
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may reasonably request. Seller may, at its own expense, (i) participate in and
(ii) except in the case of claims that relate to Taxes described in Section 8.07(c), upon notice to Buyer, assume the defense of any such suit, action or proceeding (including any Tax audit); PROVIDED that (i) Seller shall thereafter consult with Buyer upon Buyer's reasonable request for such consultation from time to time with respect to such suit, action or proceeding (including any Tax audit) and (ii) Seller shall not, without Buyer's consent, agree to any settlement with respect to any Tax if such settlement could adversely affect the Tax liability of Buyer, any of its Affiliates or, upon the Closing, the Company or any Subsidiary. If Seller assumes such defense, (i) Buyer shall have the right (but not the duty) to participate in the defense thereof and to employ counsel, at its own expense, separate from the counsel employed by Seller and
(ii) Seller shall not assert that the Loss, or any portion thereof, with respect to which Buyer seeks indemnification is not within the ambit of this Section
8.07. If Seller elects not to assume such defense, Buyer may pay, compromise or contest the Tax at issue. Seller shall be liable for the fees and expenses of counsel employed by Buyer for any period during which Seller has not assumed the defense thereof. Whether or not Seller chooses to defend or prosecute any claim, all of the parties hereto shall cooperate in the defense or prosecution thereof.
(f) Seller shall not be liable under this Section 8.07 with respect to any Tax resulting from a claim or demand the defense of which Seller was not offered the opportunity to assume as provided under Section 8.07(e) to the extent Seller's liability under this Section is materially adversely affected as a result thereof. No investigation by Buyer or any of its Affiliates at or prior to the Closing Date shall relieve Seller of any liability hereunder.
(g) Any claim of any Buyer Indemnitee (other than Buyer) under this
Section may be made and enforced by Buyer on behalf of such Buyer Indemnitee.
(h) Upon payment by Seller of any Post-Closing Tax, Buyer shall discharge its obligation to indemnify the Seller against such Post-Closing Tax by paying to Seller an amount equal to the amount of such Post-Closing Tax not later than 30 days after receipt by Buyer of written notice from Seller. The payment by Seller of any Post-Closing Tax shall not relieve Buyer of its obligation under this Section 8.07.
(i) Seller agrees to give prompt notice to Buyer of the assertion of any claim, or the commencement of any suit, action or proceeding in which a Taxing Authority seeks to recover from Seller any Post-Closing Tax and will give Buyer such information with respect thereto as Buyer may reasonably request. Buyer may, at its own expense, (i) participate in and (ii) upon notice to Seller, assume
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the defense of any such suit, action or proceeding. If Buyer assumes such defense, (i) Seller shall have the right (but not the duty) to participate in the defense thereof and to employ counsel, at its own expense, separate from the counsel employed by Buyer and (ii) Buyer shall not assert that the Post-Closing Tax, or any portion thereof, with respect to which Seller seeks indemnification is not within the ambit of this Section 8.07. If Buyer elects not to assume such defense, Seller may pay, compromise or contest the Post-Closing Tax, and Buyer shall be liable for the fees and expenses of counsel employed by Seller for any period during which Buyer has not assumed the defense thereof. Whether or not Buyer chooses to defend or prosecute any claim, all of the parties hereto shall cooperate in the defense or prosecution thereof.
(j) Buyer shall not be liable under this Section 8.07 with respect to any Post-Closing Tax resulting from a claim or demand the defense of which Buyer was not offered the opportunity to assume as provided under Section 8.07(i) to the extent Buyer's liability is materially adversely affected as a result thereof.
SECTION 8.08. PURCHASE PRICE ADJUSTMENT AND INTEREST. Any amount paid by Seller or Buyer under Article 8 or Article 11 will be treated as an adjustment to the Modified Aggregate Deemed Sales Price unless a Final Determination causes any such amount not to constitute an adjustment to the Modified Aggregate Deemed Sales Price for Federal Tax purposes. In the event of such a Final Determination, Buyer or Seller, as the case may be, shall pay a grossed-up amount that reflects the hypothetical Tax consequences of the receipt or accrual of such payment, using the maximum statutory rate (or rates, in the case of an item that affects more than one Tax) applicable to the recipient of such payment for the relevant year, reflecting the effect of deductions or credits available (including for interest and Taxes); PROVIDED that Buyer shall be required to pay to Seller only the excess of the amount so calculated over the additional Tax or Taxes that would have been imposed on any member of the Seller Group if such payment had been treated as an adjustment to the Purchase Price, and that Seller shall be required to pay to Buyer only the excess of the amount so calculated over the net present value of the additional Tax or Taxes that would have been incurred by the Buyer Indemnitees if such payment had been treated as an adjustment to the Purchase Price. Any payment required to be made by Buyer or Seller under Article 8 or Article 11 that is not made when due shall bear interest at Prime Rate for each day until paid. "FINAL DETERMINATION" shall mean (i) with respect to Federal Taxes, a "determination" as defined in Section 1313(a) of the Code or execution of an Internal Revenue Service Form 870AD and, with respect to Taxes other than Federal Taxes, any final determination of liability in respect of a Tax that, under applicable law, is not subject to further appeal, review or modification through proceedings or otherwise (including the expiration of a statute of limitations or a
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period for the filing of claims for refunds, amended returns or appeals from adverse determinations) or (ii) the payment of Tax by such Buyer Indemnitee with respect to any item disallowed or adjusted by a Taxing Authority.
ARTICLE 9
EMPLOYEE BENEFITS
SECTION 9.01. COMPENSATION AND BENEFITS. (a) For a period of at least one year beginning on the Closing Date, Buyer will, or will cause one of its Affiliates to, provide employees and former employees of the Company or any Subsidiary with compensation and employee benefits that in the aggregate are at least equal to the compensation and employee benefits provided to each such employee and former employee under Employee Plans and Benefit Arrangements in effect on the Closing Date, including without limitation severance benefits provided under any severance plan, guideline, policy or agreement listed on Schedule 3.23 (other than the Stay-on and Assist Agreements), subject, however, to the terms of any applicable collective bargaining agreements.
(b) Seller will retain and assume all liabilities and obligations of the Company or any Subsidiary for any amounts that become payable to any employee or independent contractor of the Company or any Subsidiary under the terms of any Stay-on and Assist Agreement as in effect immediately prior to the Closing Date. In addition, Seller will retain all liabilities and obligations for retiree medical and life insurance benefits under any Employee Plan of Seller with respect to former employees of the Company or any Subsidiary who retire prior to the Closing Date, except that Buyer will assume all liabilities and obligations of Seller and its Affiliates for retiree medical and life insurance benefits with respect to former employees of Ryder/ATE, Inc. (or any predecessor employer) who participate in the Ryder System, Inc. Board of Directors Retiree Medical Plan.
(c) Effective as of the Closing Date, Seller will take, or will cause to be taken, all actions necessary to cause the Company and each Subsidiary to cease to participate in the Employee Plans and Benefit Arrangements sponsored by Seller or any of its Affiliates, subject to the provisions of Sections 9.02 and
9.03. Except as provided in Sections 9.02 and 9.03, no assets or liabilities of any such Employee Plan or Benefit Arrangement will be transferred to Buyer or any Affiliate of Buyer or any employee benefit plan sponsored by Buyer or any of its Affiliates, except for any such transfers that occur by operation of law and subject to the terms of any applicable collective bargaining agreement.
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(d) Buyer agrees that, under any employee benefit plan continued, made available or established after the Closing for employees or former employees of the Company or any Subsidiary, such employees and former employees will receive credit for the years of service credited to them by Seller, any of its Affiliates, the Company or any Subsidiary prior to the Closing in determining eligibility and vesting thereunder and in determining the amount of benefits under any applicable sick leave, vacation, severance or other welfare plan. Buyer will, or will cause one of its Affiliates to, cover such employees and former employees as of the Closing under a group health plan and waive any preexisting condition limitations applicable to such employees or former employees under any group health plan made available to them, and Buyer will, or will cause one of its Affiliates to, take all action necessary to ensure that such employees and former employees are given full credit for all co-payments and deductibles incurred under any group health plan for the plan year that includes the Closing Date.
(e) Seller will retain all obligations and liabilities in respect of any options outstanding under Seller's employee and director stock option plans. Seller shall take such actions as shall be required to fully vest any options held by option holders employed by Buyer, the Company or any Subsidiary following the Closing and to provide that the employees listed on Schedule 9.01 shall have the period of time set forth on such Schedule after the Closing to exercise any such option.
SECTION 9.02. PENSION PLAN. (a) With respect to the Ryder System, Inc. Retirement Plan (the "PENSION PLAN"), as soon as practicable after the Closing Date, Seller shall cause the trustee of the Pension Plan to segregate, in accordance with the spin-off provisions set forth under Section 414(l) of the Code and in accordance with the provisions set forth below, the assets of the Pension Plan allocable to active employees of the Company and any Subsidiary (including employees on authorized leave of absence, military service or lay-off with recall rights) who become employees of Buyer or any of its Affiliates as of the Closing Date (the "TRANSFERRED EMPLOYEES") and shall make any and all filings and submissions to the appropriate governmental agencies arising in connection with such segregation of assets and all necessary amendments to the Pension Plan and related trust agreement to provide for such segregation of assets and the transfer of assets as described below.
(b) The amount of such assets (the "TRANSFER AMOUNT") shall be equal to the accrued benefit obligation "ABO" under the Pension Plan for Transferred Employees, including without limitation any portion thereof attributable to early retirement subsidies or other "growing" benefits, determined as of the Closing
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Date in accordance with SAS 87. The Transfer Amount shall be calculated, subject to the requirements of Section 414(l) of the Code, using the assumptions as to mortality, participant withdrawal rate, disability incidence and retirement age used by the Pension Plan as set forth in Table XI of the Pension Plan's actuarial valuation report for the year ending 12/31/98, and using a discount rate of 6.5%. Seller and Seller's actuary shall provide the actuary designated by Buyer with all information reasonably requested by Buyer's actuary in order to verify and agree with the calculation of the Transfer Amount. If, on or before December 31, 1999, Seller's Board of Directors approves an ad hoc increase in the accrued benefits of employees of Seller and its Affiliates who participate in the Pension Plan, Seller will take all necessary action to apply such ad hoc increase to the accrued benefits under the Pension Plan of Transferred Employees, and the amount of such increase will be included in the ABO for Transferred Employees and in the Transfer Amount determined in accordance with the provisions of this Section 9.02(b).
(c) As soon as practicable after the date hereof, Buyer shall establish or designate a defined benefit pension plan for the benefit of Transferred Employees (the "SUCCESSOR PENSION PLAN"), shall take all necessary action to qualify such Plan under the applicable provisions of the Code and shall make any and all filings and submissions to the appropriate governmental agencies required to be made by it in connection with the transfer of assets described in this Section 9.02. Promptly following the date hereof, actuaries for Buyer and Seller shall jointly estimate the Transfer Amount. As soon as practicable (but in any event not later than the end of the month following the month in which the Closing occurs), subject to the receipt of a favorable determination letter from the Internal Revenue Service regarding the qualified status of the Successor Pension Plan as amended to the date of transfer, or in lieu thereof the issuance of indemnities satisfactory to Seller and Buyer, Seller shall cause the trustee of the Pension Plan to transfer 80% of the estimated Transfer Amount (the "PRELIMINARY PAYMENT"), increased by earnings calculated at a rate equal to the Pension Plan's return on investment for the period from the Closing Date to the date of such transfer, as determined by the Seller or an advisor thereto, and reduced by any required benefit payments made to or in respect of any Transferred Employee who retired or otherwise terminated service after the Closing Date and prior to the date of such transfer, to the appropriate trustee designated by Buyer under the trust agreement forming a part of the Successor Pension Plan. As soon as practicable following the calculation of the Transfer Amount, Seller shall cause the trustee of the Pension Plan to segregate in accordance with Section 9.02(a) and transfer to the Successor Pension Plan the excess of the Transfer Amount over the Preliminary Payment, such excess to be increased by earnings (i) for the period from the Closing Date to and including the date of such determination and segregation, at a rate equal to the
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Pension Plan's return on investment for such period, as determined by the Seller or an advisor thereto; and (ii) for the period from the date of such determination and segregation to and including the date of such transfer, at a rate equal to the 13-week Treasury Bill rate as published in The Wall Street Journal from time to time throughout such period. The Preliminary Payment shall be transferred in the form of cash and marketable securities other than securities issued by Seller and its Affiliates. A list of any marketable securities proposed to be transferred shall be provided to Buyer not less than 10 business days prior to the date of transfer. Seller shall, or shall cause the trustee of the Pension Plan to, provide to Buyer's actuary any information reasonably requested by Buyer's actuary concerning the calculation of investment returns and the assets proposed to be transferred in accordance with this
Section 9.02. In the event that the Preliminary Payment exceeds the Transfer Amount, Buyer and Seller will cooperate to take such actions as may be necessary or appropriate to eliminate consequences to Buyer, Seller, the Pension Plan and the Successor Pension Plan that were not intended by this Section 9.02. Notwithstanding the foregoing provisions of this Section 9.02, in the event that the PBGC, the U.S. Department of Labor, the Internal Revenue Service or any other governmental agency refuses to consent to the transfer of assets from the Pension Plan to the Successor Pension Plan unless Seller agrees to any condition that would increase the Transfer Amount, accelerate contributions to the Pension Plan or otherwise increase the cost to Seller, Buyer, the Pension Plan or the Successor Pension Plan, of the transfer of assets to the Successor Pension Plan, and the satisfaction of such condition cannot be accomplished without material incremental cost or regulatory or administrative burden for the Seller or the Pension Plan (as determined by Seller in the exercise of Seller's reasonable judgement) or for the Buyer or the Successor Pension Plan (as determined by Buyer in the exercise of Buyer's reasonable judgement), then Seller in its sole discretion (with respect to Seller and the Pension Plan) and Buyer in its sole discretion (with respect to Buyer and the Successor Pension Plan) may elect not to proceed with such transfer, and the Pension Plan will retain all assets and liabilities with respect to Transferred Employees. In addition, if any segregation or transfer of assets has occurred at the time of such refusal to consent, Buyer shall cooperate with Seller to take all action necessary to completely unwind any segregation or transfer of assets pursuant to this Section 9.02.
(d) In consideration for the transfer of the Preliminary Payment described in Section 9.02(c), Buyer shall, effective as of the date of the transfer of the Preliminary Payment, assume all of the obligations of Seller and any of its affiliates in respect of benefits accrued by Transferred Employees under the Pension Plan (exclusive of benefits paid prior to the date of such transfer) on or
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prior to the Closing Date. Neither Buyer nor any of its Affiliates shall assume any other obligations or liabilities arising under or attributable to the Pension Plan.
(e) Upon the determination and segregation referred to in Section 9.02(a) and 9.02(c), the portion of the Pension Plan attributable to Transferred Employees shall bear its pro rata share of the Pension Plan's administrative costs for the period from the date of such determination and segregation to the date of transfer of the final Transfer Amount.
(f) In further consideration of the transfer of assets described in this Section 9.02, Buyer shall assume, effective as of the Closing Date, all of the obligations of Seller and any of its Affiliates in respect of benefits accrued by Transferred Employees under the Ryder System, Inc. Benefit Restoration Plan.
SECTION 9.03. INDIVIDUAL ACCOUNT PLAN. (a) With respect to the Ryder System, Inc. Employee Savings Plan A, and the Ryder System, Inc. Employee Savings Plan B (collectively, the "INDIVIDUAL ACCOUNT PLAN"), as soon as practicable after the Closing Date, Seller shall (i) cause the trustee of the Individual Account Plan to segregate or otherwise identify the assets of the Individual Account Plan representing the full account balances of Transferred Employees as of the Closing Date, in accordance with the requirements of Section 414(l) of the Code, (ii) make any and all filings and submissions to the appropriate governmental agencies arising in connection with such segregation of assets and (iii) make all necessary amendments to the Individual Account Plan and related trust agreement to provide for such segregation of assets and the transfer of assets as described below. The manner in which the account balances of Transferred Employees under the Individual Account Plans are invested shall not be affected by such segregation or identification of assets.
(b) As soon as practicable, but not later than six months, after the Closing Date, Buyer shall establish or designate an individual account plan for the benefit of Transferred Employees (the "SUCCESSOR INDIVIDUAL ACCOUNT PLAN"), shall take all necessary action, if any, to qualify such plan under the applicable provisions of the Code and shall make any and all filings and submissions to the appropriate governmental agencies required to be made by it in connection with the transfer of assets described below. As soon as practicable following the earlier of the delivery to Seller of a favorable determination letter from the Internal Revenue Service regarding the qualified status of the Successor Individual Account Plan as amended to the date of transfer, or the issuance of indemnities satisfactory to Seller and Buyer, Seller shall cause the trustee of the Individual Account Plan to transfer in the form of cash (or such other form as may be agreed by Buyer and Seller) the full account balances of Transferred
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Employees under the Individual Account Plan (which account balances will (i) have been credited with appropriate earnings attributable to the period from the Closing Date to the date of transfer described herein and (ii) bear their pro rata share of the Individual Account Plan's expenses charged to participants' accounts for such period), reduced by any necessary benefit or withdrawal payments to or in respect of Transferred Employees occurring during the period from the Closing Date to the date of transfer described herein, to the appropriate trustee as designated by Buyer under the trust agreement forming a part of the Successor Individual Account Plan. To the extent that certain expenses of Transferred Employee accounts are subsidized by Seller during the period prior to transfer, the cost of such subsidiaries will be reimbursed by Buyer.
(c) In consideration for the transfer of assets described in Section 9.03, Buyer shall, effective as of the date of transfer described herein, assume all of the obligations of Seller and any of its Affiliates in respect of the account balances accumulated by Transferred Employees under the Individual Account Plan (exclusive of any portion of such account balances which are paid or otherwise withdrawn prior to the date of transfer described herein) on or prior to the Closing Date. Neither Buyer nor any of its Affiliates shall assume any other obligations or liabilities arising under or attributable to the Individual Account Plan.
(d) In lieu of the trust to trust transfer provided for by the foregoing portions of Section 9.03, Seller may, with Buyer's consent, elect within sixty days following the Closing Date to treat the purchase and sale of the Shares under this Agreement as an event described in Section 401(k)(10) of the Code, to the extent consistent with applicable law and regulations, and to distribute the accrued balances of Transferred Employees under the Individual Account Plan in accordance with the provisions of the Individual Account Plan and applicable law and regulations. If Buyer withholds its consent to such election, Buyer agrees to indemnify and hold Seller harmless, in accordance with the indemnification procedures set forth in Section 11.03, against any claims made by Transferred Employees for distribution of such accounts.
ARTICLE 10
CONDITIONS TO CLOSING
SECTION 10.01. CONDITIONS TO OBLIGATIONS OF BUYER AND SELLER. The obligations of Buyer and Seller to consummate the Closing are subject to the satisfaction of the following conditions:
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(a) Any applicable waiting period under the HSR Act relating to the transactions contemplated hereby shall have expired or been terminated.
(b) No provision of any applicable law or regulation and no judgment, injunction, order or decree shall prohibit the consummation of the Closing.
(c) Buyer and Seller shall have entered into the Ancillary Agreements, each in form and substance reasonably satisfactory to both parties hereto.
(d) Buyer and Seller shall each deliver a signed Form 8023 in connection with the election under 338(h)(10) of the Code with respect to the Company and its Subsidiaries which reflect amounts shown on the Balance Sheet in accordance with the principles governing the Allocation Statement as set forth in Section 8.03(a), together with all schedules and attachments required thereby and documents in connection therewith as either Buyer or Seller may reasonably request; PROVIDED that such Form 8023 will not be filed with the Internal Revenue Service until Section 8.03(a) has been complied with; and PROVIDED FURTHER that each of Buyer and Seller agree to provide revised Forms 8023 to reflect any adjustments made pursuant to Sections 2.05 or 8.03(a).
SECTION 10.02. CONDITIONS TO OBLIGATION OF BUYER. The obligation of Buyer to consummate the Closing is subject to the satisfaction of the following further conditions:
(a) (i) Seller shall have performed in all material respects all of its obligations hereunder required to be performed by it on or prior to the Closing Date, (ii) the representations and warranties of Seller contained in this Agreement and in any certificate delivered by Seller pursuant hereto and made as of the date hereof that are qualified by materiality or Material Adverse Effect shall be true and correct, and all other such representations and warranties of Seller made as of the date hereof shall be true and correct in all material respects, as if made at and as of such date and (iii) Buyer shall have received a certificate signed by an Executive Vice President of Seller to the foregoing effect.
(b) (i) The representations and warranties of Seller contained in this Agreement and in any certificate delivered by Seller pursuant hereto that are qualified by materiality or Material Adverse Effect shall be true
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and correct, and all other such representation and warranties of Seller shall be true and correct in all material respects, in each case at and as of the Closing Date, as if made at and as of such date, with only such exceptions that, individually or in the aggregate, could not reasonably be expected to have a Material Adverse Effect, and (ii) Buyer shall have received a certificate signed by an Executive Vice President of Seller to the foregoing effect.
(c) There shall not be threatened, instituted or pending any action or proceeding by any Governmental Authority before any court or governmental authority or agency, domestic or foreign, (i) seeking to restrain, prohibit or otherwise interfere with the ownership or operation by Buyer or any of its Affiliates of all or any material portion of the business or assets of the Company or any Subsidiary or of Buyer or any of their Affiliates or to compel Buyer or any of its Affiliates to dispose of all or any material portion of the business or assets of the Company or any Subsidiary or of Buyer or any of their Affiliates, (ii) seeking to impose or confirm limitations on the ability of Buyer or any of its Affiliates effectively to exercise full rights of ownership of the Shares, including without limitation, the right to vote any Shares acquired or owned by Seller or any of its Affiliates on all matters properly presented to the Company's stockholders or (iii) seeking to require divestiture by Buyer or any of its Affiliates of any Shares.
(d) There shall not be any action taken, or any statute, rule, regulation, injunction, order or decree proposed, enacted, enforced, promulgated, issued or deemed applicable to the purchase of the Shares, by any court or other Governmental Authority, other than the application of the waiting period provisions of the HSR Act to the purchase of the Shares, that could reasonably be expected to prohibit the purchase of the Shares or impose a material limitation on the ability of the Buyer effectively to exercise full rights of ownership of the Shares, including without limitation, the right to vote any Shares acquired or owned by Seller or any of its Affiliates on all matters properly presented to the Company's stockholders.
(e) Buyer shall have received all documents it may reasonably request relating to the existence of Seller, the Company and the Subsidiaries and the authority of Seller for this Agreement, all in form and substance reasonably satisfactory to Buyer.
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(f) Buyer shall have received a certification signed by Seller to the effect that Seller is not a "foreign person" as defined in Section 1445 of the Code.
(g) The Restructuring transactions shall have been consummated.
(h) The Buyer Shareholder Resolutions shall have been duly approved by the shareholders of Buyer as required by applicable law.
(i) Buyer shall have obtained funds necessary to consummate the transactions contemplated by this Agreement on substantially the same terms and conditions as set forth in the Financing Commitments.
SECTION 10.03. CONDITIONS TO OBLIGATION OF SELLER. The obligation of Seller to consummate the Closing is subject to the satisfaction of the following further conditions:
(a) (i) Buyer shall have performed in all material respects all of its obligations hereunder required to be performed by it at or prior to the Closing Date, (ii) the representations and warranties of Buyer contained in this Agreement and in any certificate delivered by Buyer pursuant hereto shall be true and correct in all material respects at and as of the Closing Date, as if made at and as of such date and (iii) Seller shall have received a certificate signed by the Group Finance Director of Buyer to the foregoing effect.
(b) Seller shall have received all documents it may reasonably request relating to the existence of Buyer and the authority of Buyer for this Agreement, all in form and substance reasonably satisfactory to Seller.
ARTICLE 11
SURVIVAL; INDEMNIFICATION
SECTION 11.01. SURVIVAL. The covenants, agreements, representations and warranties of the parties hereto contained in this Agreement shall survive the Closing for a period of eighteen months after the Closing Date; PROVIDED that
(i) the representations and warranties contained in Section 3.24 shall survive the Closing until the third anniversary of the Closing Date, (ii) the covenants and agreements contained in Sections 5.02(b) and 5.07 shall survive for the period set forth therein, (iii) the covenants and agreements contained in Sections 5.02(c), 5.03, 5.04, 5.09, 6.02, 6.05, 7.01, 7.08 and Article 13 shall survive indefinitely,
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(iv) the covenants, agreements, representations and warranties contained in Articles 8 and 9 shall survive until expiration of the statute of limitations applicable to the matters covered thereby (giving effect to any waiver, mitigation or extension thereof), if later, and (v) the representations and warranties contained in Sections 3.01, 3.02, 3.06, 3.14(a), 4.01 and 4.02 shall survive indefinitely. Notwithstanding the preceding sentence, any covenant, agreement, representation or warranty in respect of which indemnity may be sought under this Agreement shall survive the time at which it would otherwise terminate pursuant to the preceding sentence, if notice of the inaccuracy or breach thereof giving rise to such right of indemnity specifying in reasonable detail the particulars thereof shall have been given to the party against whom such indemnity may be sought prior to such time.
SECTION 11.02. INDEMNIFICATION. (a) Seller hereby indemnifies Buyer and its Affiliates and, effective at the Closing, without duplication, the Company and each Subsidiary, against and agrees to hold each of them harmless from any and all damage, loss, liability and expense (including, without limitation, reasonable expenses of investigation and reasonable attorneys' fees and expenses in connection with any action, suit or proceeding and punitive damages to the extent awarded in a third party claim) ("DAMAGES") incurred or suffered by Buyer, any Affiliate of Buyer, the Company or any Subsidiary arising out of (i) the Retained Liabilities and (ii) any misrepresentation or breach of warranty, covenant or agreement made or to be performed by Seller pursuant to this Agreement (other than pursuant to Article 8); PROVIDED, that (i) Seller shall not be liable under this Section 11.02(a) for misrepresentations or breaches of warranty unless the aggregate amount of Damages with respect to such misrepresentations and breaches of warranty exceeds $10,000,000.00 (and then only for the amount of such excess) and (ii) Seller's maximum liability under this Section 11.02(a) for misrepresentations and breaches of warranty shall not exceed $470,000,000.00.
(b) Buyer hereby indemnifies Seller and its Affiliates against and agrees to hold each of them harmless from any and all Damages incurred or suffered by Seller or any of its Affiliates arising out of any misrepresentation or breach of warranty, covenant or agreement made or to be performed by Buyer pursuant to this Agreement (other than pursuant to Article 8); PROVIDED that (i) Buyer shall not be liable under this Section 11.02(b) for misrepresentations or breaches of warranty unless the aggregate amount of Damages with respect to such misrepresentations and breaches of warranty exceeds $10,000,000.00 (and then only for the amount of such excess) and (ii) Buyer's maximum liability under this Section 11.02(b) for misrepresentations and breaches of warranty shall not exceed $470,000,000.00.
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SECTION 11.03. PROCEDURES. The party seeking indemnification under
Section 11.02 (the "INDEMNIFIED PARTY") agrees to give prompt notice to the party against whom indemnity is sought (the "INDEMNIFYING PARTY") of the assertion of any claim, or the commencement of any suit, action or proceeding in respect of which indemnity may be sought under such Section. Such notice by the Indemnified Party will describe the claim in reasonable detail, will include copies of all available material written evidence thereof and will indicate the estimated amount, if reasonably practicable, of the Damages that has been or may be sustained by the Indemnified Party. The Indemnifying Party will have the right to participate in, or, by giving written notice to the Indemnified Party (which notice shall constitute an acknowledgment by the Indemnifying Party that the Indemnified Party is entitled to indemnification under this Section) to assume, the defense of any such claim at such Indemnifying Party's own expense and by such Indemnifying Party's own counsel (reasonably satisfactory to the Indemnified Party), and the Indemnified Party will cooperate in good faith in such defense. Following such notice, the Indemnifying Party will not be liable for any legal expenses subsequently incurred by the Indemnified Party in connection with the defense thereof. If a firm offer is made to settle a claim without leading to liability or the creation of a financial or other obligation on the part of the Indemnified Party for which the Indemnified Party is not entitled to indemnification hereunder and the Indemnifying Party desires to accept and agree to such offer, the Indemnifying Party will give written notice to the Indemnified Party to that effect. If the Indemnified Party fails to consent to such firm offer within ten days after its receipt of such notice, the Indemnified Party will assume the defense of such claim and the Indemnified Party's cost and expense and the Indemnifying Party will immediately place in escrow cash equal to the amount of such offer and, in such event, the maximum liability of the Indemnifying Party as to such claim will not exceed the amount of such settlement offer. The Indemnifying Party shall not be liable under
Section 11.02 for any settlement effected without its consent of any claim, litigation or proceeding in respect of which indemnity may be sought hereunder.
ARTICLE 12
TERMINATION
SECTION 12.01. GROUNDS FOR TERMINATION. This Agreement may be terminated at any time prior to the Closing:
(a) by mutual written agreement of Seller and Buyer;
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(b) by either Seller or Buyer if the Closing shall not have been consummated on or before December 31, 1999;
(c) by either Seller or Buyer if there shall be any law or regulation that makes consummation of the transactions contemplated hereby illegal or otherwise prohibited or if consummation of the transactions contemplated hereby would violate any nonappealable final order, decree or judgment of any court or governmental body having competent jurisdiction;
(d) by Buyer, if (i) prior to September 7, 1999 Seller shall not have delivered or caused to be delivered to Buyer the unqualified audit opinion referred to in Section 5.08 with respect to the Annual Financial Statements and the 1996 Financial Statements or (ii) such audit opinion is delivered and there is a material discrepancy between the financial statements to which such audit opinion relates and the Annual Financial Statements; or
(e) by Seller, if (i) the shareholders of Buyer fail to approve the Buyer Shareholder Resolutions at the meeting of Buyer's shareholders contemplated by Section 7.07, or (ii) the Board of Directors of Buyer withdraws, modifies or materially qualifies in any manner adverse to Seller its recommendation of the transactions contemplated by this Agreement or takes any action or makes any statement in connection with the shareholders meeting contemplated by Section 7.07 materially inconsistent with such recommendation.
The party desiring to terminate this Agreement pursuant to clauses 12.01(b) through 12.01(e) shall give written notice of such termination to the other party.
SECTION 12.02. EFFECT OF TERMINATION. (a) If this Agreement is terminated as permitted by Section 12.01, except as otherwise provided herein, such termination shall be without liability of either party (or any stockholder, director, officer, employee, agent, consultant or representative of such party) to the other party to this Agreement; PROVIDED that if such termination shall result from the (i) willful failure of either party to fulfill a condition to the performance of the obligations of the other party, (ii) failure to perform a covenant of this Agreement or (iii) breach by either party hereto of any representation or warranty or agreement contained herein, such party shall be fully liable for any and all Damages incurred or suffered by the other party as a result of such failure or
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breach. The provisions of Articles 11 and 13 shall survive any termination hereof pursuant to Section 12.01.
(b) In the event this Agreement is terminated pursuant to Section 12.01(b), and all of the conditions set forth in Sections 10.01 and 10.02(a)-(h) have been satisfied, but the condition set forth in Section 10.02(i) shall not have been satisfied, then Buyer shall pay to Seller a fee in immediately available funds equal to $18,000,000 (the "TERMINATION AMOUNT") promptly, but in no event later than two business days, after such termination.
(c) In the event this Agreement is terminated by Buyer pursuant to
Section 12.01(d), then Seller shall pay to Buyer the Termination Amount promptly, but in no event later than two business days, after such termination, provided that Buyer is not in material breach of Section 4.08 (other than the penultimate sentence) or in material non-compliance with the first sentence of
Section 6.04 which could not reasonably be expected to be cured prior to the Closing.
(d) In the event this Agreement is terminated by Seller pursuant to
Section 12.01(e), and all of the conditions set forth in Sections 10.01(a) and
(b) and 10.02(a)-(d) have been satisfied, then Buyer shall pay to Seller the Termination Amount promptly, but in no event later than two business days, after such termination.
(e) Notwithstanding any other provision hereof, in the event that the Termination Amount is payable under 12.02(b), (c) or (d), such Termination Amount shall be the sole and exclusive remedy of Buyer or Seller, as the case may be. Each party acknowledges and agrees that the agreements contained in this
Section 12.02 are an integral part of the transactions contemplated by this Agreement, and that, without these agreements, neither party would enter into this Agreement. Accordingly, if either party fails promptly to pay any Termination Amount due pursuant to this Section 12.02, and, in order to obtain such payment, the party to whom the Termination Amount is payable commences a suit which results in a judgment against the other party for the Termination Amount, the party obligated to pay such Termination Amount will pay to the other party its documented expenses (including attorney's fees and expenses) in connection with such suit, together with interest on the Termination Amount at a rate per annum equal to the Prime Rate as published in the Wall Street Journal, Eastern Edition in effect from time to time during the period from the date such payment is due to the date of payment. Such interest shall be payable at the same time as the payment to which it relates and shall be calculated daily on the basis of a year of 365 days and the actual number of days elapsed.
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SECTION 12.03. AUDIT OPINION DISCREPANCY DETERMINATION. If the audit opinion delivered pursuant to Section 5.08 discloses any discrepancy between the financial statements to which such audit opinion relates and the Annual Financial Statements, Buyer and Seller will seek to agree upon whether or not such discrepancy constitutes a material discrepancy for purposes of Section
12.01(d). If the Buyer and the Seller are unable to so agree within ten business days after delivery of the audit opinion to Buyer, Buyer and Seller shall jointly cause a firm of independent accountants of internationally recognized standing reasonably acceptable to Buyer and Seller who shall not have any material relationship with Buyer or Seller (or if Buyer and Seller are unable to agree upon such firm then the decision shall be made by such firm or person as may be selected by the American Arbitration Association) (the "INDEPENDENT ARBITER"). In making such determination, the Independent Arbiter shall consider written submissions from both Buyer and Seller (which shall be made within 10 business days after appointment of the Independent Arbiter) together with a submission in reply by each of Buyer and Seller in response to the submission of the other (which shall be made within 5 business days after the original submissions of each party are made). The Independent Arbiter shall be instructed to render its decision as promptly as practicable and in any event within five business days after receipt of the submissions in reply to each party's original submissions to the Independent Arbiter. The report of the Independent Arbiter shall be final and binding upon Buyer and Seller. The cost of the Independent Arbiter's review shall be borne equally by Buyer and Seller. The date referred to in Section 12.01(b) shall be extended by the period from the date of receipt by Buyer of an audit opinion reflecting any such discrepancy until the date of determination or agreement on whether such discrepancy is or is not a material discrepancy.
ARTICLE 13
MISCELLANEOUS
SECTION 13.01. NOTICES. All notices, requests and other communications to any party hereunder shall be in writing (including facsimile transmission) and shall be given,
if to Buyer, to:
FirstGroup plc
32A Weymouth Street
London W1N 3FA
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England
Attention: Company Secretary Fax: 011-44-207-636-4399
with a copy to:
Davis Polk & Wardwell
450 Lexington Avenue
New York, New York 10017 Attention: Phillip R. Mills Fax: (212) 450-4800
if to Seller, to:
Ryder System, Inc.
3600 N.W. 82nd Avenue
Miami, FL 33166
Attention: Dwight D. Denny Fax: (305) 500-3454
with a copy to:
Jones, Day, Reavis & Pogue 599 Lexington Avenue
New York, New York 10022 Attention: Robert A. Profusek Fax: (212) 755-7306
All such notices, requests and other communications shall be deemed received on the date of receipt by the recipient thereof if received prior to 5 p.m. in the place of receipt and such day is a business day in the place of receipt. Otherwise, any such notice, request or communication shall be deemed not to have been received until the next succeeding business day in the place of receipt.
SECTION 13.02. AMENDMENTS AND WAIVERS. (a) Any provision of this Agreement may be amended or waived if, but only if, such amendment or waiver is in writing and is signed, in the case of an amendment, by each party to this Agreement, or in the case of a waiver, by the party against whom the waiver is to be effective.
(b) No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or partial
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exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies provided by law.
SECTION 13.03. EXPENSES. All costs and expenses incurred in connection with this Agreement shall be paid by the party incurring such cost or expense.
SECTION 13.04. SUCCESSORS AND ASSIGNS. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns; PROVIDED that no party may assign, delegate or otherwise transfer any of its rights or obligations under this Agreement (including by operation of law) without the consent of each other party hereto, except that Buyer may transfer or assign, in whole or from time to time in part, to one or more of its subsidiaries, the right to purchase all or a portion of the Shares, but no such transfer or assignment will relieve Buyer of any of its obligations hereunder. Any assignment in violation of the preceding sentence will be void.
SECTION 13.05. GOVERNING LAW. This Agreement shall be governed by and construed in accordance with the law of the State of New York, without regard to the conflict of laws rules of such state.
SECTION 13.06. JURISDICTION. Except as otherwise expressly provided in this Agreement, the parties hereto agree that any suit, action or proceeding seeking to enforce any provision of, or based on any matter arising out of or in connection with, this Agreement or the transactions contemplated hereby shall be brought only in the United States District Court for the Southern District of New York or any other New York State court sitting in New York City, and each of the parties hereby consents to the jurisdiction of such courts (and of the appropriate appellate courts therefrom) in any such suit, action or proceeding and irrevocably waives, to the fullest extent permitted by law, any objection which it may now or hereafter have to the laying of the venue of any such suit, action or proceeding in any such court or that any such suit, action or proceeding which is brought in any such court has been brought in an inconvenient forum. Process in any such suit, action or proceeding may be served on any party anywhere in the world, whether within or without the jurisdiction of any such court. Without limiting the foregoing, each party agrees that service of process on such party as provided in Section 13.01 shall be deemed effective service of process on such party.
SECTION 13.07. WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR
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RELATED TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.
SECTION 13.08. COUNTERPARTS; THIRD PARTY BENEFICIARIES. This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were upon the same instrument. This Agreement shall become effective when (i) each party hereto shall have received a counterpart hereof signed by the other party hereto, and
(ii) the Underwriting Agreement, dated as of the date hereof, between Warburg Dillon Read and Buyer, shall have become effective. No provision of this Agreement is intended to confer upon any Person other than the parties hereto any rights or remedies hereunder.
SECTION 13.09. ENTIRE AGREEMENT. This Agreement and the Confidentiality Agreement constitute the entire agreement between the parties with respect to the subject matter of this Agreement and supersede all prior agreements and understandings, both oral and written, between the parties with respect to the subject matter of this Agreement.
SECTION 13.10. CAPTIONS. The captions herein are included for convenience of reference only and shall be ignored in the construction or interpretation hereof.
SECTION 13.11. CERTAIN INTERPRETIVE MATTERS AND DEFINITIONS. (a) Unless the context otherwise requires, (i) all references to Sections, Schedules or Appendices are to Sections, Schedules or Appendices of or to this Agreement,
(ii) each term defined in this Agreement has the meaning assigned to it, (iii) each accounting term not otherwise defined in this Agreement has the meaning assigned to it in accordance with U.S. GAAP, (iv) "or" is disjunctive but not necessarily exclusive, (v) words in the singular include the plural and VICE VERSA, (vi) all references to "$" or dollar amounts will be to lawful currency of the United States of America, and (vii) "Knowledge of Seller" and words of similar import mean the actual knowledge of the persons listed on Schedule 13.11 without independent inquiry or investigation.
(b) No provision of this Agreement will be interpreted in favor of, or against, any of the parties hereto by reason of the extent to which any such party or its counsel participated in the drafting thereof or by reason of the extent to which any such provision is inconsistent with any prior draft hereof or thereof.
SECTION 13.12. CERTAIN LIMITATIONS ON REPRESENTATIONS, WARRANTIES AND THE RIGHTS OF THE PARTIES. (a) Each of the parties is a sophisticated legal entity that was advised by experienced counsel and, to the extent it deemed necessary, other
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advisors in connection with this Agreement, the events giving rise hereto and the transactions contemplated hereby (collectively, the "DEAL"). There are no representations or warranties by or on behalf of any party hereto, the Company, or any of their respective Affiliates in respect of the Deal other than those expressly set forth in this Agreement.
(b) The inclusion of any information on any schedule to this Agreement shall not be deemed to be an admission or acknowledgment by Seller, in and of itself, that such information is required to be listed on such schedule or is material to or outside the ordinary course of the business of the Seller or the Company.
(c) As between Seller and any Affiliate, on the one hand, and Buyer and any Affiliate thereof (collectively, the "BUYER COMPANIES"), on the other hand, to the extent permitted by applicable law, except as contemplated in the Ancillary Agreement, the rights and obligations set forth in this Agreement will be the sole and exclusive rights, obligations and remedies with respect to the Deal.
SECTION 13.13. BUYER DUE DILIGENCE ADJUSTMENTS. Notwithstanding anything in this Agreement to the contrary, for purposes of determining (i) whether Seller is in breach of its representations and warranties in Section 3.08 and 3.19 and (ii) whether there is a material discrepancy in the Annual Financial Statements referred to in Section 12.01(d), such determination shall be made without regard to the items referred to in Schedule 13.13.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written.
FIRSTGROUP PLC
By: ______________________________________
Name:
Title:
RYDER SYSTEM, INC.
By: ______________________________________
Name:
Title:
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