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FirstGroup activist shareholder Coast Capital comes
back with fighting talk
New York activist investor Coast Capital looked to ramp up the pressure on
directors of FirstGroup PLC (LON:FGP) ahead of a shareholder meeting where
it wants to oust the board.
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The hedge fund, which owns a 9.8% stake in FirstGroup, fired a 24-page volley
at the FTE 250 transport group on Tuesday, trash-talking the proposed new
strategy and arguing why a carriage-full of new directors is needed.
WATCH: Coast Capital locked in battle over future of FirstGroup
Alongside final results at the end of May, FirstGroup proposed focusing on its
North American contract-based businesses, First Student school buses and
First Transit corporate shuttles, with a separation and disposal of Greyhound
coaches and the UK First Bus arms.
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Plans for the UK rail business are on hold amid a UK government review into
the structure of the industry.
Since unveiling its strategy update, FirstGroup has seen its shares drop 14%,
which Coast chief investment officer James Rasteh said "demonstrates a
growing erosion of investor confidence in a FGP management team that is well
past its sell-by date".
A shareholder meeting on 25 June will decide on Coast's proposal to get rid of
six of FirstGroup's current 11 board members, including new chief executive
Matthew Gregory and chairman Wolfhart Hauser, which Coast, which has
previous pointed out both lack sector expertise.
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'Chronic mismanagement'
In a rebuttal earlier this month, FirstGroup pointed out that CEO Gregory has
experience of the sector from his four years as CFO and argued that the board
has been freshened up in recent years with "experience in the transport and
travel sectors", while also rubbishing Coast's "irresponsible" proposals for
ramping up debt and a share buyback programme funded through a loan, as
well as accusing Coast of aiming to take control through "the use of nonindependent directors" and failing to engage.
On Tuesday, Rasteh said Coast's research has found that the board's "chronic mismanagement has cost shareholders
almost £750mln in total losses - including impairments, restructuring charges, and insurance reserve charges. This
exceeds the amount raised in the 2013 equity rights issuance."
He argued that Coast was only seeking to remove directors "who have clearly demonstrated their lack of fitness for
office" and that its nominated directors "have never received nor stand to receive any compensation from Coast if
appointed to the board of FGP".
The proposed directors include former UK transport minister Steve Norris, former 3i chairman Bob Stefanowski, former
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Arriva CEO David Martin and former United Airline boss Jim Compton.
Hurt feelings
As well as bemoaning FirstGroup's failure to appreciate the "constellation" of proposed board members he had gone to
the trouble of assembling, Rasteh fired off epithets about the "an unprofessional chairman and unprofessional and
unqualified CEO whose terrible track record leaves them with only slander to deal".
The picture of a hedge fund with hurt feelings emerged, as Rasteh said FirstGroup's claim that Coast was "an
opportunistic, self-interested player" that was only focused on the short-term was "disrespectful" and "deeply ungrateful"
behaviour towards a loyal shareholder that, he kindly reminded, had turned down the opportunity to exit at a significant
profit by selling to (rival US fund) Apollo last year and was "the only investor to come out unilaterally to defend the
company" from this opportunistic bid.
Clearly Coast spied the chance to make an even bigger profit, but it remains to be seen whether investors in the
London-listed company will provide their backing.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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