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Financial highlights
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Headline profit and earnings exclude exceptional operating expenses, profits and losses on disposal

of properties and investments and other excepticnal items.

Profit is the adjusted total operating profit per the segmental analysis (Note 1 to the Accounts) and

excludes discontinued operations £2.8m and central charges £(15.9)m. Exceptional operating
expenses of £(65.2)m arising in the year are shown separately in the segmental anatysis.

* Includes 1.5p Foreign Income Dividend enhancement.
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[ was pleased and honoured to be
invited to take over from Sir David
Plastow on 1st January 1996 and
therefore to present the 1995
Report to you. The results for the
year are shown in full on page 32
and clearly reflect a disappointing
outcome, largely as predicted at
the time of the interim statement.
Since then we have continued
efforts to reduce or contain costs
and to restructure where
appropriate.
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Chairman’s statement

Inchcape employees

I pay tribute to the people of the
Inchcape Group who have coped
well throughout a difficult
period. I also acknowledge with
thanks the sirong support
provided by my fellow Board
directors.

Strategic Review

The performance of the Group in
1995 marks a second year of
profit downturn. Since my arrival
in the Chair the executive
management have devoted much
of their time to a thorough
review of our various businesses
in order to narrow the focus and
define the ongoing strategy of
your Group, with three
fundamental objectives. The first
is to focus on a smaller number
of potentially larger international
businesses to ensure that
management effort is spent in
the most appropriate areas and
to the greatest effect for our
shareholders. Secondly, we need
1o increase the Group’s financial
flexibility to support these
businesses and exploit the
growth opportunities they offer.
The final objective is to make a
clear, coherent statement to all
our stakeholders as to the
present and future nature of
Inchcape, as an international
distribution group. The
divestment of Bain Hogg and
Inchcape Testing Services in
1996 will assist us substantially
in the achievement of all three of
these objectives.

Looking to the future, Motors
will remain the largest activity in
Inchcape. The strategic appraisal
undertaken in 1995, and
described in the Chief
Executive’s Review, is now being
implemented and recovery,
essential to the Group’s future
performance, is underway.

In Marketing, we will be moving
the management to Asia and the
Middle Easl, to be closer to its
markets and therefore leaner
and faster to react to
opportunities. Additionally, in
Asia we will consider the
introduction of new partners or
local shareholders to add value
and improve the stability and
growth of this business.

We are establishing our Coca-
Cola bottling businesses and
Inchcape NRG, our office
automation joint venture with
Ricoh, as separate operations.
Each is an example of a focused
international distribution
business with good positioning in
developing markets.

Shipping Services fits comfortably
with the future activities of the
Group and contributes strongly
to shareholder value, with
attractive cash generation
characteristics. For historical and
geographical reasons it is closely
integrated with many of the
Marketing businesses in the
Middle East and elsewhere.



In support of the strategy to focus
on international distribution, we
will exit completely from Bain
Hogg. We have already publicly
stated our intention to float Bain
Hogg, and we expect to
accelerate this process of
divestment either by demerger or
flotation during 1996. Bain Hogg
is a strong performer in its
chosen markets and is well
positioned to move into a new
phase of development. Similarly,
“Testing Services is an excellent
‘business which has generated
=strong and sustained growth for
iinchcape over several years.
Eowever, it is not in international
wlistribution and is based on
glifferent skills and
rharacteristics. The disposal, also
Anticipated to be completed in
1996, will unlock the substantiai
s/alue that has been created in
“his business, and allow the
sroup to concentrate
nanagement and capital
—esources where they can be
mnost effective.

Soard changes

«Vith a more focused, less
~omplex Group, there is no
onger a requirement for both a
_hief Executive and Group
wlanaging Director. I am pleased
hat Charles Mackay agreed with
~our Board that he would step
lown, which led to the
appointment of Philip Cushing as
_hief Executive with effect from
~5th March 1996. Mr Mackay has
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made a significant contribution
to this Company throughout the
past 10 years and we are grateful
to him for all of his efforts,
especially through the last two
difficult years. I believe that Mr
Cushing’s wide experience will
serve us well in leading the new
Inchcape into the next century.

As you know, Sir David Plastow
retired from the Board on

31st December, 1995 after three
years as Chairman. I thank him
for his help, advice and guidance
to the Company.

David John left at the end of 1995
after 14 years with the Group,
during which time he has played
a significant role in its
development. We wish him every
success in his future career.

Peter Baring has decided not to
offer himself for re-election at
the Annual General Meeting and
I would like to pay a special
tribute to him for his many years
of valuable contribution to the
Board. He leaves us with our
considerable gratitude for his
wise counsel which will be
Inissed.

Prospects

We remain cautious about the
level of profits before exceptional
charges in the first half, but our
actions, and those of the
manufacturers with whom we
work, should progressively
benefit us in the second half of
the year, as will the weaker yen.

We are, therefore, cautiously
optimistic that 1996 as a whole
should show an upturn in our
fortunes.

Dividend

Your Board considers that the
ongoing cost reductions and the
refocusing of the Group will
build a sound operational and
financial base which will enable
the Group to deliver future
growth.

Although the cash flow, interest
cover and balance sheet of the
Group remain strong, the Board
recommends that in the light of
the Group’s results in 1995, the
final dividend should be reduced
to 4 pence (1994 - 9 pence)
making a total net dividend for
the year of 10 pence ~ 11.5 pence
including the Foreign Income
Dividend enhancement for the
Advanced Corporation Tax credit
(1994 — 15 pence). The net

10 pence dividend is covered

1.4 times by earnings per share
before exceptional charges. From
this level it is considered that the
Group will be in a position to
increase the dividend as earnings
recover, while also rebuilding
dividend cover in the medium
term to a target level of 2.0 times.

A

Sir Colin Marshall
1st April 1996



The factors that made 1994 such a
difficult year for Inchcape persisted
throughout last year; in some
areas, particularly the Continental
European motors markets and
Hong Kong, trading conditions
deteriorated further. Profits before
exceptional operating expenses
and tax fell 36% to £146.8m

{1994 - £230.6m).
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Chief Executive’s statement

Strong action

Faced with similar adverse
circumstances to those that first
arose in 1994, we continued the
programme described in the
interim statement, to realign the
Group’s cost base and to improve
margins and asset utilisation.

Specific actions have included
the elimination of several loss
making or sub-scale businesses;
a major campaign to improve
product competitiveness; and the
reduction of the workforce by
over 2,000, These actions
contributed towards substantial
exceptional charges for the year,
totalling £129.4m, which are
described fully in the Financial
Review. Over time, an
incremental net cash inflow of
£100m is expected to be
generated from all 1995
exceptionals. We anticipate a
£38m per annum benefit from
cost savings whilst closures and
disposals mean that operating
losses of £11m incurred in 1995
will not be repeated.

It is expected that 1996 will
benefit from exceptional profits
of around £25m, offset by future
disposal or closure losses of a
similar sum, excluding any
effects of the divestments of Bain
Hogg and Testing Services.

Asset turn was improved
substantially by a concerted
programme of working capital
reduction, particularly in Motors
Import & Distribution, and we
began several new programmes
designed to shorten and improve
the flexibility of the various
supply chains in our distribution
businesses.

Improved cash flow

The Group has made good
progress in reducing its working
capital levels, and free cash tlow
was £147m (1994 - £85m).
Capital gearing increased to 70%
(1994 - 62%) largely due to the
advanced payment of the 1995
interim dividend; net interest
charges of £38.3m were 27%
higher than last year, primarily
due to the full year funding of the
Hogg acquisition, and interest
cover declined to 4.8 times (1994
- 8.7 times).

Strategy for recovery

Following the projected
divestment of Bain Hogg and
Testing Services, Motors will
continue to be the largest part of
the Group representing, on 1995
figures, 60% of operating profit.
The focus remains on Import &
Distribution on behalf of the
world’s leading manufacturers,
the most important of which is
Toyota. Despite continuing
market pressures, we are
confident that the turnaround of
the 1995 performance is well
underway.

We have conducted a complete
reappraisal of the best way to run
this business and established a
strategy for rebuilding our
returns over the coming years.
This comprises four themes.
Firstly, we will continue the
process of rationalising our
franchise portfolio to ensure that
we concentrate all our efforts
and resources on franchises, or
groups of franchises, with a
strong enough competitive
position and scale to offer us long
term profitable growth. Secondly,
we will continue to restructure
our multiple franchises for
greater compelitiveness and to
improve returns. Thirdly, we will
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be making strenuous efforts to
shorten and make more flexible
the order to delivery cycle which
has a critical influence on
improving the returns in this
business. We have major projects
which have been started in the
last six months and are already
delivering significant
improvements in the UK,
Belgium and France. The net
effect of the pressure we have
brought to bear and the
improved processes we have
introduced to our motors
businesses is an improvement of
£50m in working capital in 1995.

Finally, we are implementing a
comprehensive programme to
generate profits from sources
other than new cars. Areas
covered by this programme
include, of course, parts, service
and accessories as well as used
cars. However, one particularly
important area is financial
income. This derives mainly
from finance provided to
customers and dealers, but also
in the areas of insurance and
warranty. Our existing business
in this area has represented a
major and growing source of
profit to us in the last few years.
In the UK, France, Greece, Hong
Kong and Brunei we generated
profits of £28m in 1995, a very

substantial base on which to build.

Elsewhere in the Group the
relocation of the Marketing
stream’s management to Asia
and the Middle East will be
accompanied by a continued
process of improving returns by
elimination of low performing
areas of activity and investment
for growth.

Our Coca-Cola bottling business,
now managed internationally as
a stand-alone activity, is set for

strong growth. Our existing, very
successful, Chilean business, our
start up in Russia and our new
investment in Peru provide a
good basis for future development.

Inchcape Shipping Services is
investing heavily for future
growth in both its Liner and Ship
Services businesses,
concentrating particularly on
productivity improvements to be
gained from major information
technology innovations.

Our new venture with Ricoh,
Inchcape NRG, which
commenced trading in
September, also represents a
good opportunity for growth in
office automation in the Asia
Pacific region.

Commitment to people

Despite the difficult
circumstances of the past two
years and continuing
performance pressure in the
coming months, we remain
totally committed to investment
in the training and development
of our staff. In 1995 we began
important programmes for
management in vital areas such
as shareholder value and
leadership skills.

The inevitable but regrettable
loss of staff in areas under the
greatest competitive pressure has
clearly created extra burdens for
all of us. The cheerful
commitment with which our staff
have carried these extra burdens
has been a source of pride and
inspiration to us all.

R

Philip Cushing
1st April 1996
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Motors There were some signs that market
conditions may have stabilised in some of our
key markets in the last quarter of 1995, but
generally the difficult trading conditions
experienced in 1994 continued, and in many
areas worsened. Major markets in VWestern
Furope and Hong Kong suffered from
consumer uncertainty, reduced overall demand
and increased competition. In the latter part of
the year there was some moderation of the
yen's strength against most major currencies,
but it remained high by historic standards,
affecting the price competitiveness of
Japanese products in many markets. 10
mitigate these difficult circumstances, we
made a number of significant changes to our
cost base and our business processes.




Inchcape Toyota Motors

Inchcape Toyota Motors’ profits
continued to be adversely
affected by the relative strength
-of the yen, and by weak
=consumer demand particularly in
Hong Kong and Belgium.
iHowever, the majority of our
Toyota businesses performed
sirongly against the competition.
Important market share
Ancreases were achieved in the
UK and Hong Kong, and we
maintained market leadership in
Singapore and Brunei.

-1 the UK, Toyota (GB) achieved
~ecord sales of 61,190 cars and
~ommercial vehicles, an increase
of 6% in a market which grew by
ust 2%. As production of UK built
arina Es has increased, Toyota
_GB) has responded strongly.
“leet sales were up 42%
=ompared with growth in that
ector of 7%. Sales to fleet
surchasers now account for some
=5% of Toyota vehicle sales in the
JK, compared with 26% in 1994.
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A number of new models were
successfully launched during the
vear, including the new Lexus
LS400, five-door RAV4 and Hilux
4WD double cab pick-up. In
addition, sales performance
benefited from a number of
Initiatives within the existing
product range, including the
realignment of the Carina E and
Corolla model ranges with
enhanced specifications and more
competitive price positioning,

Independent surveys continued
to underline Toyota’s exceptional
customer satisTaction record,
with the Corolla being rated top
model among all marques for the
second year running, and Toyota
achieving the number one rating
in both sales and after-sales for
the first time.

The Belgian market continued to
be affected by government
actions to reduce public spending
and by rising unemployment,
which together created a climate
of severe consumer uncertainty.
Total passenger vehicle sales fell
by 7% to their lowest level since
1884, and the distortion caused
by the favourable tax treatment
of diesel models meant that sales
of petrol engined vehicles fell
even more severely, by 14%. In
this extremely difficult market
place, Toyota’s total share
declined from 6% to 5%,
principally reflecting a lack of
presernce in the diesel section.
Nevertheless, Toyota retained its
position as the leading Japanese
marque.

In Greece, demand for private
cars responded positively to
lower interest rates and easier
consumer lending, though the
market for light commercial
vehicles continued to decline.
Toyota remained the number two
manufacturer in the passenger
car sector, but volume sales were
only marginally ahead of the
previous year, reflecting pricing
problems arising from the
strengthening Japanese yen.
Commercial vehicle volumes
rose by over 50%, giving Toyota
market leadership in this sector.

The Hong Kong vehicle market
contracted substantially during
the year, affected by general
slowing of the economy, volatility
in the stock market and property
market, rising unemployment
and unwillingness of consumers
to commit to major personal
expenditure prior to 1997. For
1995 as a whole, market volumes
fell by almost one third.
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Nevertheless, Toyota retained its
leadership in all sectors, with an
impressive increase in market
share.

However, intense competition
and further increases in
advertising and promotional
expenditure produced substantial
pressure on margins despite a
vigorous programme of cost
reduction.

In Singapore, where the market
grew by 11%, Toyota retained its
leadership in the private car, taxi
and light commercial vehicle
sectors in the face of intense
competition. However,
profitability suffered from a
change in the sales mix and
higher certificate of entitlement
prices at the luxury end of the

market. Despite this, a number of

new models were successfully
launched, and the move to an
expanded showroom and service
complex was completed.

Market leadership was also
maintained across all sectors in
Brunei, though the government’s
introduction of substantially
increased import duties has

increased the selling prices of
passenger cars by between 20%
and 40%, with particularly
negative effects on higher
performance models. The Toyota
Kijang, produced in Indonesia,
has performed particularly well
in the face of growing
competition from low-cost
vehicles manufactured in India
and Korea.

Finally, in the smaller markets,
Toyota remained the leading
marque in Guam and
performance was also strong
in Ethiopia.

Inchcape Motors International

The performance of our
Japanese franchises, other than
Toyota, was significantly affected
by the strength of the Japanese
yen resulting in margin pressure
in key European markets.
Highlights in the UK Distribution
business included the continued
strong performance of Chrysler



9 Inchcape ple

/ B i Tumnover @
1995 1994 1995 1894
Motors £m £m £m fm
Europe:
UK 1,976.2 1,861.1 56.1 84.9
Continent 873.9 846.0 {13.6) 6.6
Far East 538.5 643.3 28.6 43.7
South East Asia 417.7 378.0 29.0 288
Rest of World 436.8 358.8 4.8 104
Central stream costs - - (7.5) (6.8)
4,243.1 4,087.2 97.4 147.6
Reversal of associated cormpanies (215.4} (211.2)
\ 4,0271.7 3,876.0 J

Jeep. Further progress is expected
in 1996 with a major programme
of product launches for this
manufacturer, including the
launch of the Voyager into the
multi purpose vehicle market
and the Grand Cherokee 4x4.
The Ferrari business had an
excellent year with encouraging
results across the product range
while the Group’s minority
holding in loss making Proton
UK was sold during the year.

Our French franchises incurred
significantly increased losses,
reflecting difficult conditions in
our main segments, stock
liguidation programmes and
margin pressure.

Profits in Australia fell
considerably. Costs of new
product launches from SEAT,
Proton and Volkswagen were
compounded by demand
reduction for Peugeot vehicles
following nuclear testing in the
Pacific.

Mazda suffered a fall in share in
the declining Hong Kong vehicle
market, with a deterioration in
the yen exchange rate
substantially affecting margins
and volumes. However, most of

the European marques increased
their market share. Elsewhere in
Asia, Suzuki’s performance was
outstanding in Singapore and the
strength of the yen helped both
Mercedes and Peugeot to reduce
losses in Japan.

Results from Latin American
businesses were mixed, with a
promising first full year
performance from BMW Chile
but elsewhere sales were
affected by political conflict in
Ecuador and Peru and
uncertainty in the Latin
American banking sector.

UK Retail profits, which benefited
in 1994 from the release of
certain provisions, were lower as
a result of the very competitive
market. Mann Egerton Vehicle
Contracts Limited and Kenning
Leaseline Limited, our UK
leasing companies continued to
perform well, benefiting from
higher residual values.
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Marketing has had a difficult year. There have
been some extremely difficult market
conditions for us to deal with, particularly in
the second half. In addition, we have
incurred larger than expected start up losses
within our branded life style business, and
we have both terminated and lost some
agencies, mainly in South East Asia. On the
positive side we have experienced strong
organic growth in fast moving consumer
goods distribution in Hong Kong and Tailwan
and in industrial distribution in Japan.

Profit £ million

1995 has been a year of strategic
change and investment against a
background of often

disappointing market conditions.

Strategic change and investment
Following the Group’s expansion
in Coca-Cola bottling in Russia,
announced last year, a separate
Coca-Cola organisation has been
established. In March 1996 the
acquisition of a 25% effective
interest in the largest Coca-Cola
bottler in Peru, Embotelladora
{.atinoamericana, was
annotnced. Current sales are
around £60m and the company
has a 44% share of the soft
drinks market in the Lima area.

Early in 1995 we announced an
Asia-Pacific wide distribution
deal with Timberland, which has
resulted in a total investment of
£16m to date, and a further £10m
planned for 1996 with coverage
in 12 markets. We expect this
business to have a turnover of
£90m in three years.

The drive for greater focus has
led to the divestment of a
number of underperforming
operations and unprofitable
agencies during the year. Re-
engineering of our business
processes across all divisions has
resulted in significant
improvements in working
capital, while enhancing
customer service.
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Consumer
Profits from Consumer fell in
1995, reflecting a downturn in
consumer spending and the
continuing impact of austerity
measures in China. However, the
division has continued to expand
its relationships with major
principals.

In the Middle East, new business
was gained during the year from
Procter & Gamble, Weetabix and
Nabisco.

The Spinneys supermarket chain
launiched two new flagship stores
in Bahrain and Dubai, each
carrying the updated corporate
identity and an expanded product
range. The division is investing
in new warehousing in the
United Arab Emirates to improve
storage and distribution of stock
across Spinneys’ 15 stores in the
region.

In Japan, the first half
performance was particularly
strong reflecting the
reorganisation of the business
during the year. Here, the range
of Pringles snacks distributed for
Procter & Gamble was extended,
and new agencies were added
with Clorox and Sentry fire safes.

In South East Asia, performance
suffered from weak consumer
spending and the termination
and loss of some agencies.

A major investment in
warehousing is being undertaken
to facilitate nationwide
distribution in Thailand. New
business gained in the region
included NutraSweet and Bostik.

Profitability in Greater China
suffered from depressed
consumer spending, as a result of
the Chinese government’s
continuing austerity measures
and growing economic and

political uncertainty in Hong
Kong. New agencies were gained
with Kelloggs, Campbells and
Klim powdered milk. The
Slumberland bed and
upholstered products business
continued to make good progress
and we commenced manufacture
in China during the year, with a
further factory in Thailand
planned for 1996.

Liquor

Results were impacted by
significant duty increases in the
United Arab Emirates which
affected volume and margins,
and business conditions in China
and South East Asia were
difficult. The division has focused
on the expansion of its wines
business during 1995, with
extensive staff training and the
improvement of storage and
distribution facilities in all
markets. New principals include
Lindemans wines and Brown
Forman, owners of the Jack
Daniels and Southern Comfort
brands. In both cases the
agreement includes Asia-wide
distribution.

Coca-Cola

The business in Chile had an
outstanding year, increasing its
share of an expanding market
and achieving substantial profits
growth. The new plant at Talca
became operational as planned
in September and Chilean sales
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are expected to reach around
£120m in 1996. The first of our
six planned facilities in Russia,
near Volgograd, representing an
initial investment of £8m, began
production in September.
Current plans envisage
investment of a further £42m
with two more botiling plants
opening during the course of
1996, Initial consumer acceptance
has been encouraging and
distribution operations are
gradually being established.

Branded Lifestyle Products
Although profits fell reflecting
continuing heavy investment and
depressed consumer spending in
Hong Kong and Singapore, the
division has made good progress
in the development of strategic
partnerships with major
international brand owners.
During the year, a number of
small or single market agencies
were relinquished to focus on
those principals with regional
potential.

The relationship with Salvatore
Ferragamo has continued to
make strong progress, with new
shops opened in Singapore and
Kuala Lumpur.

The exclusive distribution
agreement with Timberland,
covering 12 Asia-Pacific markets,
commenced in January. This
included acquisition of
Timberland’s subsidiaries in
Australia and New Zealand.
While continuing to develop the
Timberland brand in existing
markets, the main focus during
1995 was on the commencemeni
of operations in Japan. By the
end of the year three boutiques,
11 in-store concessions and 400
wholesale accounts had been
established.

A new store was opened in Hong
Kong for the Australian clothing
and homeware retailer, Country
Road. A further two shops for
Country Road were opened in
Singapore.

Healthcare

The Healthcare Division handles
a range of medical and dental
equipment and supplies,
pharmaceuticals and over the
counter products. Sales of
medical equipment largely
consist of high value, highly
specialised technical products
used in operating theatres and
for intensive care. Here, the
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Marketing £m £rn £m £m
Far East 947.4 8635 17.2 215
South East Asia 454.8 4286 11.4 221
Middle East 211.6 186.6 12,3 16.6
The Americas 137.6 1143 16.8 1.9
Rest of World 66.3 68.4 (2.8) (2.4)
Central stream costs - - 4.3) {3.3)
1,817.7 1,660.4 50.6 66.4
Reversal of asscciated companies {299.8) (256.9)
1.517.9 1,403.5

division has focused on
generaling revenue from after-
sales service and equipment
maintenance.

Industrial

During the year the division
introduced Toro, a leading
manufacturer of irrigation
equipment and a long-standing
principal of Inchcape to the
Chinese market. We also secured
renewal of a three year
government contract to provide
oilfield services in Oman, and
entered the oilfield services
market in Qatar, one of the most
active oil and gas markets in the
region.

The division won two awards for
distributor performance from
Domino, the British manufacturer
of ink-jet printers, which we
represent in Japan, Australia and
New Zealand.

The depressed state of the
properly and automotive markets
in Hong Kong and China had an
adverse impact on the division’s
performance during the year.

The continuing government
austerity measures and
difficulties in collecting payment
from customers represented
significant problems for the
division throughout the year.
The Japanese beer keg business
performed strongly in response
to strong demand, particularly in
the first half.

Office Automation

The new joint venture company
with Ricoh, Inchcape NRG,
commenced operations in
September 1995. This brings
together Inchcape’s own office
automation businesses with the
Asian operations of Gestetner,
which was acquired by Ricoh in
1995. The joint venture covers
nine markets in Asia Pacific,
where demand for office
aulomation is growing rapidly,
and is now the region’s largest
independent distributor of
photocopiers, facsimile machines
and the new computer-based
technologies which are
transforming the business
machines industry.



14 Inchcape ple

(

Services The Services businesses had a very
successful year, with aggregate profits
increasing by 21.3% to £68.3m. The merger of
Bain Clarkson and Hogg delivered significant
cost savings, enabling Bain Hogg 1o achieve
excellent profits growth despite flat or
softening rates in nearly all its major markets.
Testing Services also performed very well,
with Quality Systems and Minerals making
particularly strong progress. Shipping Services'
profits fell largely because of continuing
difficulties in Liner Services, although Ship
Services increased volume and market share.
Buying Services was sold in 1995.
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Insurance Services

Substantial benefits were gained
from the acquisition of Hogg
Group in May 1994 and its
merger with Bain Clarkson. In
total, profit before tax grew by
£8.1m to £28.7m. Bain Hogg’s
underlying revenue growth was
affected by excess capacity and
‘the consequent weakening of
Tates in the major markets. This
“‘was more than offset by cost
=savings following the merger,
exceeding the £7m forecast at
Rhe time of the Hogg acquisition.
iResults also benefited from an
increase in investiment income,
reflecting further improvements
an cash management and higher
sverage interest rates during
ithe year.

In the UK commercial market,
=vhere Bain Hogg is the leading
sroker, there was continued
overcapacity and rates continued
-0 soften throughout the year.
00d profit growth was
aevertheless achieved through
~ost savings, including
-ationalisation of the office
aetwork, The trend towards
ce-based risk management
mas partially offset the impact
of softer rates.

Merger savings led to an

improvement in the International

division’s profits despite severe
rate reductions, particularly in
the Property, Marine and
Reinsurance markets. Aviation
was the most resilient sector,
where Bain Hogg’s business
performed well, as did the
Accident and Health division.

Further excellent profit growth
was achieved by The Credit
Insurance Association, which is
the world’s leading credit
insurance broker,

The group’s beneficial interest in
French associate, CECAR, was
increased from 27% to 33% and
the business continued to expand
both organically and through
acquisition,

The Asia Pacific region made
modest overall progress, with
motor income in Hong Kong
declining in line with the
weakening of the vehicle market.
Singapore achieved steady
growth through the development
of new marine accounts, while

businesses in the South Pacific
islands again achieved very
satisfactory profit increases.
Operations were extended in the
Philippines through the formation
of a new joint venture, Ayala
Inchcape Insurance Brokers.

In September Bain Hogg
strengthened its capability in the
field of fee-based international
risk management when it joined
forces with five international risk
management practitioners to form
a global client service network,
ExcelNet, offering access to 240
offices in 70 countries worldwide.
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Testing Services

Testing Services produced
another very good performance,
increasing its operating profits by
%0.5% to £27.8m. All divisions
apart from Environmental
greatly improved their results,
with Quality Systems, which
accounted for over half the
stream’s profits, again achieving
excellent growth. This
particularly reflected growing
demand from manufacturers of
electrical and electronic products
for electromagnetic compatibility
(“EMC”) testing. Compliance
with a European Community
directive on EMC became
mandatory on ist January 1996
and Testing Services, through its
1994 acquisition of Semko and its
other Quality Systems businesses,
will continue to benefit from
increasing regulation in

this area.

Caleb Brett, the petroleum
inspection and testing division,
saw a strong improvement in
Europe where a major cost
reduction programme has been
implemented. Operations in the
Middle East and Asia also made
progress. These successes were
partially offset by severe price
competition in the USA where a
restructuring programme is
addressing this problem.
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The North American market for
Environmental Testing continued
to experience intense competition,
as a result of industry overcapacity.
However, progress has been
made in reducing costs in this
division including the closure of
the Houston laboratory, and
results improved in the second
half of the year.

Minerals Testing had another
good year, benefiting from an
upturn in exploration activity in
Africa, Asia and South America.
Sample volumes increased
significantly with new
laboratories opening in the
Philippines, Burkina Faso

and Guinea.

New Foreign Trade Supervision
contracts were signed with
Tanzania and the Saudi Arabia
Standards Organisation in May,
Colombia in June and with
Mozambique in December.

Shipping Services

Shipping Services increased
revenues slightly, but profits
were reduced, largely because
of continuing difficulties in
Liner Services.

Ship Services, the ship husbandry
operation, handled 7% more ship
calls than in the previous year.
The Middle Fast associates grew
strongly with gains in both the
dry bulk and tanker sectors, as
did Japan, which began to benefit
from a significant restructuring
during the year; however a
downturn in the American and
African subsidiaries restricted
profits growth. American income
was affected by the downturn in
car-carrier ship calls in the last
quarter of the year while the
lower levels of aid cargoes
reduced revenues from Africa.
The network was expanded with
new offices opened in Saudi
Arabia, Indonesia, Argentina,
Chile and the West Mediterranean
and a number of global
agreements gained, including a
contract with the Ministry of
Defence to aitend Naval support
vessels around the world.



¥ iner Services fared less well
although volumes handled
ncreased 7%. Associate profits
2rew in the Middle East due to
an increase in the volume of
ranshipment cargo handled in
Jubai. America also performed
wvell with strong profits growth
Tom rising volumes, and
oroductivity gains arising from
-ignificant investment in
mformation technology.

Jur Japanese agencies were
ignificantly restructured during
he year to reflect the very
lifficult market conditions.
= Processing cenire for Europe
was established in Peterborough
which opened in February 1996,
randling documentation,
ccounting and logistics, initially
or the UK and on a phased basis
arough the remainder of
-urope.

Jinally, the two smaller divisions,
Tachinery Services and Broking
howed some profits growth but
1is was offset by bad debt
rovisions within LandQcean
1cheape, the transport joint
=nture in China.

17 Inchcape plc

/ - Tumnover —_—— ,,,,P',"%
1995 1994 1995 1994
Insurance Services £m £m £m £m
Europe:
UK 15635 128.8 19.7 83
Continent 48.5 355 33 6.3
Far East 13.4 14.0 2.1 2.7
South East Asia 38 5.8 07 0.8
The Americas 6.5 3.4 1.7 1.4
Rest of World 89 53 1.2 1.0
2346 192.8 28.7 206
Reversal of associated companies (31.0) {20.1)
K 203.6 172.7 /
( o mTurnoye_r - @
1995 1594 1995 1994
Shipping Services £m £m £m £m
Euraope:
UK 32.7 29.2 - 1.2
Continent 228 21.7 (0.2) 3.2
Far East 89.4 84.7 0.6 0.2
South East Asia 5.6 98 1.6 2.1
Middle East 16.9 86 3.4 3.1
The Americas 55.3 B58.9 7.4 57
Rest of World 23 2.3 0.6 0.6
Central stream costs - - {1.6} 1.7
2250 215.2 11.8 14.4
Reversal of associated companies {24.4) {15.3)
\ 200.6 199.9 J
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1995 1994 1995 1994
Testing Services £m fm £m £m
Europe:
UK 36.2 276 1.1 1.2
Continent 35.2 26.4 3.7 1.8
Far East 36.3 335 7.0 5.9
South East Asia 28 9.8 2.4 c9
Middle East 45 42 1.1 0.7
The Americas 151.0 149.5 129 10.9
Rest of Worid 8.1 8.1 13 1.4
Central stream costs - - (1.7 (1.5
284.1 2571 27.8 21.3
Reversal of associated companies (2.4) (2.6)
\_ 281.7 254.5 )




[nchcape’s corporate community
involvement policy is to
concentrate the majority of its
funding on one charity where it
can make a significant difference
and enable that charity to achieve
its own objectives. In addition,
Inchcape seeks opportunities
where it can involve its employees
and principals, and can strengthen
its links with many of those
communities where it conducts its
business.
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Inchcape in the community

1995 saw the realisation of this
policy, with the launch of The
Inchcape Initiative, a partnership
between Inchcape and youth
development charity, Raleigh
International. The Initiative will
comprise five expeditions over
five years, and Inchcape’s
support totals around £1m in
cash, in addition to goods and
services, provided by Inchcape’s
business streams and many of
the companies represented by
the Group world-wide.

Following detailed planning and
Venturer recruitment throughout
1995, the first expedition, to
southern Chile, set off early in
January 1996. UK Venturers were
waved off by the Initiative’s
patron, former England soccer
captain Gary Lineker, and
Inchcape’s Chairman Sir Colin
Marshall. Through bursaries
provided by Inchcape, ten more
international Venturers, from
Malaysia, India, Argentina and
Chile, were able to join the
expedition, helping Raleigh to
achieve its objective of becoming
truly international. In addition,
four Inchcape employees
participated, making the most of
the opportunity to develop
various skills, such as teamwork,
leadership and communication
skills, which will benefit both
them and Inchcape when they
return to work.

During the ten week expedition,
the 105 Venturers worked on
various projects. These focused
on environmental projects, such

as studying glaciers and wildlife,
and adventure projects, such as
sea-kayaking and trekking. In
addition, they all undertook
community work of significant
benefit to the indigenous
population, the Mapuche Indians.
A donation of £25,000 from
Inchcape enabled the Venturers
to build three community halls in
extremely remote areas, and
these will also be used as
essential medical centres.

The 1997 Initiative will take
place in Malaysia, with future
expeditions expected to include
the pioneer destinations of
Viemam and China.

Although Group companies are
supporting The Inchcape
Initiative, they continued to
support their local communities
as well. Charitable donations
included Inchcape Pacific and
Jaguar Hong Kong’s donation of a
Jaguar XJR to the Hong Kong
Community Chest auction,
raising a total of HK$1,038,000
(£87,521), while Inchcape
Marketing Services in Japan
assisted the victims of the
Hanshin earthquake disaster
with a donation of 15,000,000
(£100,000) and four desalination
machines to produce fresh water.

The Company and its
subsidiaries have given money
during the year for charitable
purposes in the United Kingdom
amounting to £401,000 (1994 -
£443,000). The total charitable
donations made by the Group
worldwide during the year was
£654,000 (1994 - £875,000). No
donations were made for politica
purposes in the United Kingdom.



This review is intended to provide
supplemental, but not repetitive,
=analysis of the information
provided elsewhere in the
*Accounts.

The Accounts have been
~edesigned to present information
Tore concisely in that the
Jirectors’ Report has been
nodified to encompass all relevant
nformation relating to the
Jirectors, and the Notes have been
earranged to group items of a
=imilar nature, involving the
~reation of the new generic
peadings such as treasury
nformation, taxation, and net
urrent assets.
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Financial review

Accounting standards
Accounting Standards FRS6
Acquisitions and Mergers and
FRS7 Fair Values in Acquisition
Accounting were adopted during
the vear.

Acquisitions and discontinued
activities

Acquisitions in the year comprised
the purchase of the Timberland
Asian and Australasian
businesses and an additional
holding in CECAR - an insurance
broking associate. The loss of
£0.7m resuited from the initial
expansion of the Timberland
operalion. The results of
discontinued activities were
predominantly made up of £6.8m
investment income from Rolex
Singapore offset by £3.6m losses
in Australia Telecoms and a
£0.9m first half loss from Buying
Services prior to its disposal.

The goodwill on acquisitions of
£40.9m was primarily in respect
of Timberland, CECAR and an
adjustment of £10.3m relating to
the 1994 acquisition of the Hogg
Group.

Exceptional operating expenses
These comprised £13.7m for the
vacant leasehold property
provision, £7.6m for the move
from the St James’s House head
office to a less expensive location
at Cavendish Square, and £45.9m
for restructuring costs — mainly
redundancies and re-engineering
costs and some branch closures.
The provision for vacant
leasehold property is a
refinement of accounting
practice that prudently reflects
expected future estimated net
costs. Restructuring costs were

incurred mainly in Motors —
£19.7m, Marketing - £9.6m,
Shipping - £10.2m and in the
Corporate office - £1.9m. The
Motors expense includes £6.1m
in respect of part of the pension
surplus arising on the TKM
acquisition which the Group is
no longer able to access due to
restructuring actions.

Disposal of properties

and investments

A net gain of £17.7m arose
primarily from the £28.0m profit
on the sale of the Quarry Bay
property in Hong Kong and
£6.8m from the Hua Mark site in
Thailand, offset by the loss of
£12.4m incurred on the disposal
of the Group’s shareholding in
Gestetner.

Particulars of changes in fixed
assets of the Company and its
subsidiary undertakings during
the year are detailed in notes 6
and 7 to the Accounts.

Other exceptionals

Net other exceptional losses of
£81.9m arose mainly from
provisions for exit costs from
various loss making and
underperforming businesses.
The logistics service operation in
Turkey incurred a loss of £16.9m;
the Proton UK associate disposal
a loss of £18.5m; a £17.4m loss in
exiting Australia Telecoms and
effecting the partial disposal of
our Business Machines
operations to the Inchcape NRG
joint venture with Ricoh; a loss of
£21.0m in exiting a Motors
business; and, as a result of
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Financial review continued

various disposals £20.5m was
written off the remaining pension
surplus relating to the TKM
pension scheme. These losses
were mitigated by the £14.4m
profit on the disposal of Buying
Services. Included in these
exceptional items was goodwill
of £48.6m, which had already
been charged against reserves.

Interest

The net interest cost of £38.3m
was 27% higher than last year
primarily due to the full year
funding of the Hogg acquisition
together with higher average
working capital balances, largely
in the Motors stream, during the
first half of the year. Interest
cover® was 4.8 times (1994 - 8.7
times), and fixed charge cover®
was 2.4 times (1994 - 2.9 times).

Taxation

The tax charge on Headline
profit before exceptional
operating expenses was 39.0%
(1994 - 32.9%). This abnormally
high rate is due to unrelieved
losses, particularly in France,
which will be available for offset
against future profits.

However, the tax rate has been
mitigated by the payment of the
1995 interim dividend as a
Foreign Income Dividend which
will entable the associated
Advance Corporation Tax to be
recovered. The result of this was
a reduction in the Group tax
charge of £7.9m and a benefit to
the tax charge on Headline profit
before exceptional operating
expenses of 5.3%.

Minority interests

The minority interest charge of
£15.7m (1994 — £15.6m)
represents 17.5% (1994 - 10.1%)
of Headline profit after tax before
charging exceptional operating
expenses.

Retained loss for the financial year
A loss of £104.8m after charging
the cost of dividends to ordinary
shareholders has been
transferred to reserves.

Operating returns

Return on capital employed*® of
19.0% reflected a decline of 5.6%
over 1994. The Group operaling
margin® of 2.1% showed a
significant reduction of 1.3% on
last year largely reflecting the
difficult conditions in Motors
Import & Distribution and
Marketing. However asset turn
increased due mainly to
improved working capital
performance.

*Definitions as shown on page 59 of the
Accounts.
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Exchange effects
The table below demonstrates the effect of year on year exchange
rate movements on the translation of profit,

Exchange Change at

Translation Congtant
1995 Effect Rates 1994
£m £m £m £m
Motors 97.4 (2.1) (48.1) 147.6
Marketing 50.6 0.3 {16.1) 66.4
Services:
Instirance 28.7 0.1 80 20.6
Shipping 11.8 (0.4) (2.2) 14.4
Testing 27.8 0.8 7.3 213
Total Services 68.3 (1.1) 13.1 56.3
Other (0.8) 0.5 (5.0 37
Discontinued operations 2.8 - (11.3) 14.1
Central charges {15.9} _ (0.9} (15.0
Adjusted total operating profit 202.4 (2.4) (68.3) 2731
Reverse Insurance and Shipping
interest receivable (17.3) - {4.9) (12.4)
Net interest {(38.3) 0.6 (8.8) {(30.1}
Headline profit before tax and
exceptional operating expenses 146.8 (1.8 (82.0) 230.6

Cash flow and financing

The Group uses free and available cash flow as the principal
measures of cash performance. These are summarised below and
reconciled to year end net borrowings in note 3d(iii) of the Accounts.

1995 1994
Summary of cash flows £m £m
Cash inflow from operations 2819 193.6
Net operaticnal capital expenditure {66.8) (63.5)
Investment income 8.0 9.9
Asscciate dividends 320 395
Net interest {41.1) (25.4)
Tax (67.0) (69.2)
Free cash flow 147.0 84.9
Dividends (128.6) (88.7)
Available cash flow 18.4 3.8

Cash flow performance improved considerably in 1995, particularly
due to the stronger cash inflow from operations which resulted from
an £86.8m reduction in working capital largely in Motors (1994 -
£102.7m increase). The ratio of free cash flow to total operating profit
pre exceptional operating expenses improved to 79.4% (1994 — 32.6%).
Improvement in available cash flow was held back by the advanced
payment of the interim dividend from January 1996 to December 1995.
Capital gearing* of 70.0% (1994 - 61.7 %) was increased six points by
the advanced interim dividend. Year end borrowings of £463.0m were
similar to £462.1m of last year, but gearing was adversely affected by
the reduction in shareholders’ funds year on year of £89.4m of which
£40.9m represented new goodwill arising from acquisitions.

*Definitions as shown cn page 59 of the Accounts.
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Financial rex continued

Treasury policies and activities
The Board has set clear policies
for the management of the
Group’s cash and interest rate
management risks. These
policies form the basis of a
detailed treasury controls
framework, compliance with
which is monitored by Group
Internal Audit. On a day-to-day
basis, Group Treasury carries out
these policies, within clearly
defined levels of authority.

Group Treasury acts as the
Group’s internal bank, managing
Group level financial exposures,
providing exposure management
advisory services to Operating
Units, exercising control and
enhancing cost efficiency by the
centralisation of treasury dealing
and debt management. Operating
Units are required to transact all
significant financial instruments
through Group Treasury either in
London (through Inchcape
Finance pic) or Hong Kong.
Derivaiives are used only in
pursuance of clearly defined and
approved foreign exchange and
interest rate hedging strategies.
The Group also seeks to limit
counter-party risk by conducting
virtually all of its banking and
dealing activities with a limited
number of major international
relationship banks. Furthermore,
some 75% of Group funding
requirements are satisfied
through Inchcape Finance plc.

The Group has horrowings in a
wide range of currencies
including US Dollar and related
currencies (62% of net debt),
French Francs, Australian
Dollars and Japanese Yen. In
general, the Group seeks to
match foreign currency
investments with borrowings in
the same currency. Funding

requirements are satisfied by a
mixture of short, medium and
longer term debt. Medium and
longer term debt is represented
by the £125m 64% Subordinated
Convertible Bonds Due 2008, a
three-year £150m FID preference
share issue, and a $172m US
private placement, consisting of
Senior Loan Notes due 2000/2.
As well as these borrowings, the
Group has substantial short term
borrowings, principally in the
form of local overdrafts and
money market lines through
Inchcape Finance ple, which are
backed by a further £325m of
committed medium term standby
facilities which mature in 2000,

The Group’s interest rate
exposures are centrally managed
by means of a variety of financial
instruments. Overall, the Group
maintains a balanced mix of
fixed and floating rate debt.

The Group’s foreign exchange
risks are managed in a non-
speculative manner at both the
Operating Unit transaction level
and the Group earnings
translation level. The Group
actively manages these risks by
employing a clearly defined risk
managemeni methodology.
Operating Units are required to
hedge committed exposures and
to develop strategies for earlier
anticipatory hedging where this
is felt to be appropriate. The
Group manages its earnings
exposures to the extent that
currency earnings are remitted
through dividend payments, the
policy heing to remit full
dividends from subsidiaries,
subject to tax and legal
considerations.



Chairman

Sir Colin Marshall 1234

Age 62. Joined the Inchcape
Board in November 1995 and was
appointed non-executive
Chairman on 1st January 1996 on
the retirement of Sir David
Plastow. Sir Colin was formerly
Deputy Chairman and Chief
Executive of British Airways Plc
and became that company’s
Chairman in February 1993. In
addition, he is Deputy Chairman
of British Telecommunications
ple, and is also a non-executive
Director of HSBC Holdings plc
and Qantas Airways Limited.

Executive Directors

Deputy Chairman

Charles Mackay 3

Age 56. Joined the Group in 1986
-1 Chairman and Chiel Executive
=f Inchcape Pacific. He was Chief
FExecutive of Incheape ple from
INovember 1991 to March 1996 and
-was appointed Deputy Chairman
wf the Group in March 1995. He
wvill retire at the end of June 1996.
Mr Mackay is a non-executive
Director of HSBC Holdings plc and
British Airways Plc.

Sroup Chief Executive

=hitip Cushing

Age 45. Joined the Group as
_hief Executive of Inchcape
3erhad in 1990 and was
appointed to the Inchcape ple
3oard in May 1992. Mr Cushing
vas appointed Group Managing
Jirector in March 1995 and
Sroup Chief Executive in March
-996. Mr Cushing was previously
~vith Norcros, LEGO Group and
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Board of Directors

Norton Opax. He is a non-
executive Director of Bunzl plc.

Rod O’'Donoghue

Age 57. Joined the Group in 1986
as Group Finance Director. Mr
O’Donoghue was previously with
Kimberly-Clark, Rank Xerox and
Pritchard Services Group.

Andrew Cummins

Age 46. Joined the Group in May
1992 as Group Director, Strategic
Development. He is also the
Director responsible for the
Marketing stream, Bain Hogg
Group PLC and our business
machines joint venture with
Ricoh - Inchcape NRG Ltd.

Mr Cummins was previously
with BHP Ltd, McKinsey and
Fosters Brewing Group Ltd. He is
a non-executive Director of
Toyota (GB) Ltd.

Non-executive Directors

Peter Baring 1.234

Age 60. Joined the Inchcape
Board in 1978 and was formerly
Chairman of Barings plc.

Tony Alexander 1.2.34

Age 57. Joined the Inchcape
Board in January 1993. He is a
Director and Chief Operating
Officer UK of Hanson PL.C. Mr
Alexander is also a non-executive
Director of Shanks and McEwan
Group Plec.

Paul Cheng

Age 59. Joined the Inchcape
Board in February 1995 and has
been Chairman of Inchcape
Pacific since 1992. Mr Cheng is a
member of both the Hong Kong

Legislative Council and the
Preparatory Committee for the
Hong Kong Special Administrative
Region. He is also a member of
the Governor’s Business Council
and Chairman of N M Rothschild
& Sons (Hong Kong) Limited.

B. Jirgen Hintz 124

Age 55. Joined the Inchcape
Board in February 1994, He was
President and Chief Executive of
Carnaud/Metalbox until October
1995. Prior to joining Carnaud/
Metalbox he was Executive Vice-
president of Procter & Gamble.
Mr Hintz is a non-executive
Director of Apple Computers.

Hugh Norton 1.24

Age 59. Joined the Inchcape
Board in January 1995. Formerly
a Managing Director of the
British Petroleum Company plc
until July 1995, he is a non-
executive Director of Standard
Chartered plc and a member of
Council of the Royal Institute of
International Affairs.

Liam Strong .24

Age 51. Joined the Inchcape
Board in January 1993. He is
Chief Executive of Sears Plc.
Mr Strong is also Chairman of
the London Health Partnership.

Notes:

1 Member of Audit Committee

2 Member of Remuneration Committee

3 Member of Nomination Committee

4 Member of Chairman’s Committee

Sir Colin Marshall is Chairman of the Nomination,
Remureration and Chairman’s Committees and
Tony Alexander is Chairman of the Audit Committes.



Directors

Messrs P. Baring, L. G. Strong
and R. C. O’Donoghue retire by
rotation. Mr Strong and

Mr O’Donoghue offer themselves
for re-election in accordance
with the Articles of Association.
Mr Baring retires as a Director at
the conclusion of the Annual
General Meeting on 21st May
1996.

Sir Colin Marshall was appointed
to the Board on 7th November
1995 and, being eligible, offers
himself for re-election in
accordance with the Articles of
Association.

Mr H. E. Norton and Mr P. M. F.
Cheng were appointed to the
Board on 1st January 1995 and
20th February 1995 respectively.

During the year, the following
Directors retired from the Board:

Lord Armstrong of [lminster
23rd May 1995

Sir David Plastow

31st December 1995

Mr D. G. John

31st December 1995

The names of the Directors, plus
brief biographical details, are
given on page 23. Except as
stated above they all held office
throughout the year.

Corporate Governance

The Board confirms that the
Company has complied
throughout the year with the Code
of Best Practice (the “Code”)
published in 1992 by the Cadbury
Committee on the Financial
Aspects of Corporate Governance.
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Corporate information

The report by the auditors,
Coopers & Lybrand, on this
statement is on page 31.

The Board is responsible for
leading and controlling the
Group and meets regularly to
deal with strategy and policy
issues, to review the Group’s
financial performance, and to
examine significant acquisitions
and disposals and major
operational capital expenditure.
The Board has a schedule of
matters required to be brought to
it for its decision.

Board Committees: The Board has
four principal Commitiees, all
with defined written terms of
reference. Membership of each
of the Board Comimittees is
indicated on page 23.

The Chairman’s Committee: Its
main responsibility is to review
the performance of the Executive
Directors and senior
management of the Group, and
to review the composition and
balance of the Board and
succession planning.

The Audit Committee: It is
responsible for reviewing a wide
range of financial matters, for the
preservation and promotion of
good ethical practices and for
monitoring the Group’s financial
controls. Its meetings are
attended by the Group Finance
Director, the Group Audit
Director and the external
auditors. The non-executive
Directors also have the
opportunity at each meeting to

review any issues with the
auditors in the absence of
executive management.

The Remuneration Committee:

It is responsible for remuneration
issues regarding Executive
Directors and senior
management. More details are
given in the Remuneration
Comimittee Report on pages

26 to 29.

The Nomination Committee:

It is responsible for making
recommendations to the Board
on selection and nomination of
new Directors as well as the
reappointment of current
Directors.

Internal financial control

The Board of Directors is
responsible for the Group’s
system of internal financial
control. Such systems can
provide only reasonable and not
absolute assurance against any
material mis-statements or loss.
The Board has delegated to
executive management the
implementation of the systems of
internal financial control within
an established framework
applicable throughout the Group.

The Board has reviewed the
effectiveness of the systems of
internal financial control in
operation during the financial
year through the monitoring
processes set out below.

The Group’s key internal
financial control and monitoring
procedures include the following:



Financial reporting — There is a
comprehensive budgeting system
with an annual budget approved
by the Directors. Monthly actual
results are reviewed and
reported against budget and
revised forecasts are prepared
and reviewed regularly.

Monitoring systems — On behalf of
the Board, the Audit Committee
examnines the effectiveness of
these systems which are
monitored and reviewed by an
independent Internal Audit
function. The Committee meets
at least twice per year to receive
reports arising from the internal
and external audit process and to
review issues arising therefrom
with line management. Where
control weaknesses are
identified, follow up processes
exist to ensure appropriate
corrective action is taken.

Operating unit controls — The
overall financial control
framework for the Group is
detailed in the Group Finance
and Information Systems
Manuals. Compliance is regularly
assessed through the audit
process and through a process of
self certilication and internal
control questionnaires which
requires Business Units and
Business Stream management to
assess annually the quality of key
control elements in their area.

Risk management — There is an
annual risk assessment for each
Business Stream which assists
the Board in ensuring that
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appropriate internal audit effort
is focused on the significant risk
areas. The risk assessment
process has heen developed
further during the year and is
now being used more extensively
by operational management.

Investment appraisal - The Group
has clearly defined policies for
capital expenditures. These
include annual budgets and
detailed appraisal and review
procedures. An annual post-
investment appraisal is reviewed
by the Board.

Going concern

After making enquiries, the
Directors have a reasonable
expectation that the Company,
and the Group as a whole, have
adequate resources to continue
in operational existence for the
foreseeable future. For this
reason, they continue to adopt
the going concern basis in
preparing the accounts.

Directors’ and officers’ liability
insurance

During the year, the Company
has maintained insurance in
respect of its Directors and
officers against liabilities in
relation to the Company.

Transactions with Directors

No transaction, arrangement or
agreement required to be
disclosed in terms of the
Companies Act 1985 was
outstanding at 51st December
1995 or occurred during the year
for any Director and/or
connected person (1994 - none).

Transactions with Directors of
subsidiaries

Pursuant to the requirements of
the London Stock Exchange
Listing Rules the following
transaction with a Director of a
subsidiary is notified:

The purchase from Mr F Akol, a
Director of a subsidiary, of a
minority interest in Inchcape
Retrans Uluslararasi Dagitim ve
Ticaret A.S. for a consideration of
US$1.65m (plus a contingency
fee which, although subject to a
legal maximum of US$7.4m, the
Directors consider will not
exceed US$2.5m).

Annual General Meeting

The notice convening the Annual
General Meeting of the Company
is set out in the enclosed
shareholders’ circular, together
with an explanation of the items
of special business. The AGM will
be held at 11.00am on Tuesday,
21st May, 1996 at the Four
Seasons Hotel, Hamilton Place,
Park Lane, London W1A 1AZ.

The circular gives details of the
forthcoming electronic share
settlement system (CREST). It
also gives particulars of the offer
to receive shares instead of cash
in respect of the 1995 final
dividend.

Coopers & Lybrand have
expressed their willingness to
continue as auditors and their
reappointment is proposed. It is
also proposed that the Directors
be given authority to set the
auditors’ remmuneration.



The Remuneration Committee
The Remuneration Committee
operates as a Committee of the
Board. It was chaired throughout
1995 by Sir David Plastow, and
will be chaired in 1996 by Sir
Colin Marshall. As indicated on
page 23, other members are the
following non-executive
Directors:

Tony Alexander
Peter Baring
Jiirgen Hintz
Hugh Norton
Liam Strong

The Committee has formal terms
of reference and meets on a
regular basis to discuss and
determine all matters relating to
the remuneration and benefits of
Executive Directors. It similarly
approves the remuneration and
benefits of certain other senior
executives. It is also responsible
for share option allocations
under the Executive Share
Option Schemes and approves
major compensation and benefit
policies relating to senior
managers generally in the
Group. The Group Chief
Executive and the Group Human
Resources Director are invited to
attend the meetings when their
input is required. No Executive
Director or senior executive
attends any discussion regarding
his own remuneration. The
constitution and operation of the
Commnittee fully complies with
the best practice provisions
annexed to Section A of the
London Stock Exchange

Listing Rules.
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Report of the Remuw

The Comimittee confirms that full
consideration has been given to
Section B of the best practice
provisions annexed to the Listing
Rules in framing its remuneration
policy and when determining the
remuneration packages applicable
to the Executive Directors in
1996. The Auditors’ Report on the
financial statements set out on
page 31 covers the disclosures
contained in this Remuneration
Committee Report that are
specified by the London Stock
Exchange as requiring audit
(Tables (a) and (b) on pages

28 and 29).

Remuneration policy

When considering the
remuneration packages of
Executive Directors the
Remuneration Committee follows
the principles outlined below:

— the packages should be
competitive when compared with
those in organisations of similar
size, complexity and type;

- there should be a clear link
between the level of
remuneration and the
performance of the Group and
the individual;

- the interests of the shareholders
should be safeguarded;

- the package as a whole should
be simple, easy to understand,
and motivating for the individual;

- the composition of the package
should reflect best practice
among other leading companies.

ation Committee

The Remuneration Committee
has access to two major surveys,
regularly carried out by leading
remuneration consultants, as
well as to the services of an
independent advisor, as required.
These external sources of data
and advice, and the principles
outlined above, provide a
framework for the decision
making process.

The remuneration packages for
the Executive Directors are made
up of the following elements:

Base salary

This is based on level of
responsibility, experience,
individual performance, and
salary levels in the “market”.

Annual bonus

In 1995 the Executive Directors
participated in a bonus plan
which had a target bonus of 30%
of base salary, and a ceiling
bonus of 60% of base salary. The
plan was based on the average
real growth in the Group’s
earnings per share over three
financial years. No bonus was
payable under this plan for 1995.

The bonus plan for 1996 is
designed to encourage the
achievement of short term
performance targets. The target
and ceiling bonuses remain the
same, at 30% and 60%
respectively, but the bonus is
based on profit and working
capital targets for the year.



Long Term Incentive Plan

In 1995 the Executive Directors
participated in the Executive
Share Option Scheme, under
which options over Inchcape
shares are granted each year
on a phased basis to senior
managers throughout the
Group. The options granted to
Executive Directors in 1995 are
shown in Table (b) on page 29
and exercise of these options is
subject to a performance test
‘based on the Inchcape share
price outperforming the FT All
Share Index over a rolling
-three-year period.

As notified in the circular
mccompanying this Report and
Accounts, there is submitted for
shareholder approval a new
l.ong Term Incentive Plan, which
Applies from 1996 onwards to the
Kixecutive Directors, as well as to
—ertain other senior executives.
This new plan will replace grants
-mder the Executive Share
_ption Schemes for those
sarticipants. The Executive
Share Option Schemes will be
~etained for other senior
managers in the Group. The new
Olan is designed to align the
nterests of Executive Directors
and the other senior executives
vith those of shareholders, to
=nicourage increased
-hareholding, and to reward

ustained good performance over
=« period of time,

Relirement benefits

“he Executive Directors are
mermbers of the UK Group
"ension Scheme. A contribution
ate of 44% of base salary is
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charged to provide for their
retirement benefits. This is the
sum which is referred to in the
note to Table (a) on page 28
pending the decision on the new
form of disclosure for pension
costs. Andrew Cuminins and
Philip Cushing are both affected
by the Inland Revenue earnings
cap on approved pension benefit.
They have been offered the
opportunily to opt for a defined
contribution Funded Unapproved
Retirement Benefit Scheme in
respect of their salary above the
cap, as an alternative to their
defined benefit commitment.

Bonus payments are not
pensionable,

Taxable and other benefits

These include such items as
company cars, medical insurance
and life insurance premia. These
are in line with standard
employment practice in the UK.

Chairman

The Chairman’s remuneration is
dealt with by the non-executive
Directors.

Non-executive Directors

The fees for the non-executive
Directors are determined by the
Board, within the restrictions
contained in the Articles of
Association, the non-executive
Directors taking no part in the
discussion or decision.

Service contracts

Sir Colin Marshall’s appointment
as Chairman is for an initial
period of two years from

1st Janunary 1996 and is
renewable.

None of the non-executive
Directors, including Mr Strong
who is proposed for re-election
at the 1996 Annual General
Meeting, are engaged on service
contracts. They, together with the
Chairman, are not eligible for
pension scheme membership,
nor do they participate in any of
the Group’s bonus, share option
or other incentive schemes.

All the Executive Directors,
including Mr O’Donoghue who is
proposed for re-election at the
1996 Annual General Meeting,
have service contracts with
notice periods of two years. The
Remuneration Committee
considers that notice periods of
two years are reasonable and
proper in the interests of both
Inchcape and the Executive
Directors having regard to
prevailing market conditions and
current practice among large
public companies.

Policy on external appointments
Inchcape recognises that its
Directors may well be invited to
become non-executive Directors
of other companies, and that this
additional experience is likely to
benefit the Company, Executive
Directors are, therefore, allowed
to accept one non-executive
appointment (two in the case of
the Group Chief Executive) as
long as these are not with
competing companies, and are
not likely to lead to conflicts of
interest. Any fees received for
these duties may be retained by

olin Marshall

Chairman of the Remuneration
Committee
ist April 1996
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Notes to the Report of the Remuneration Committee

1995 1994

£000 £'000

— Remuneration and non-executive Directors’ fees 1,818 2,040
— Bonus payments - 67
- Pensicn scheme contributions 669 358
— Pensions to former Directors 29 30

2,517 2,495

The pension scheme contributions figure includes funded and unfunded contributions. The 1994 figures have been restated to reflect
the unfunded contributions.

Table {a)
The table below shows a breakdown of remuneration, including taxable and other beneiits of the individual Directors. Details of
optionsrheld and granted duringﬂtrhe year arefpoxyn in Ta?lga (l_:))_on page 22_3_:_

Total remuneration before

Base salaryffee Bonus Taxable and other benefits pension contributions (a}
1995 1994 1995 1994 1995 1994 1995 1984
£000 £000 £000 £000 £000 £000 £'000 £000
A. G. L. Alexander 21 21 - - - - 21 21
Lord Armstrong of liminster 9 21 - - - - 9 23
P. Baring 21 21 - - - - 21 21
P. M. F. Cheng 18 - - - - - 18 -
A. D. Cummins 239 216 - - 8 9 247 225
P. E. Cushing 298 205 - - 12 11 310 216
R. C. O’'Donoghue 256 244 - - 14 10 270 254
B. J. Hintz 21 19 - - - - 21 19
D. G. John 246 234 - - 12 11 258 245
C. D. Mackay 380 375% - - 17 14 397 389
Sir Colin Marshall 3 - - - - - 3 -
H. E. Norton 21 - - - - - 21 -
Sir David Plastow 195 195 - - 7 7 202 202
L. G. Strong 21 21 - - - - 21 21
Directors who retired in 1994
S. R. Arnold - 98 - - - 3 - 101
R. F. Heath - 206 - 67 - 12 - 285
A. J. 8. Marsh - 71 - - - 5 - 76
J-P. Parayre - 11 - - - ~ - "
Total 1,749 1,958 - &7 70 82 1,819 2,107
Pension contributions 669 358
Pensions to former Directors 29 30
Total emoluments 2,517 2,495

{a) The Executive Directars are members of the UK Group Pension Scheme. A composite rate of 19.3% applied to all employees in the scheme until
31st Decemnber 1994. In March 1994 the scheme was revalued and the contribution rates applicable to different classes of member were separately
determined resulting in a contribution rate of 44% being charged tor Executive Directors with effect from 1st January 1995. The charge for pension
contributions for the year for individual Executive Directars was as follows:

C. D. Mackay — £167,000 (1994 — £72,000); A. D. Cummins £118,000 {1994 — £89,000}; P. E. Cushing £164,000 (1994 - £91,000); D. G. John £108,000
(1994 - £45,000) and R. C. O’'Donoghue £112,000 {1894 - £47.000). Non-executive Directors’ fees are not pensionable. Guidance is awaited on reporting the
value of pension entitlements from the Institute and Faculty of Actuaries and The London Stock Exchange.

) Chairrnan
On 315t December 1995 Sir David Flastow, the previous Chairman, retired and, in the light of his service to the Group, was paid £200,000, subject to the
deduction of tax, towards his personal pension arrangements. His salary was at the rate of £195,000 {1994 — £195,000).

i} Mr €. D. Mackay wili leave the Group on 30ih June 1986. It has been agreed that he will receive the sum of £760,000. subject to deduction of tax, as
compensation for loss of office. In addition, a payment of £603,000 will be made on 30th June 1996 to the UK Group Pension Scheme in respect of his
pension arrangements. |n line with ABI Guidelines, he will also retain the right to exercise the executive share opticns he now holds at dates up to
3rd October 1998.

{dy Highest paid Director
The highest paid Director was Mr Mackay, the Chief Executive and Deputy Chairman, who had emoluments, including pension scheme contributicn, of
£564,000 (1994 - £461,000).

(&) The emoluments disclosed for Mr Cheng are those in respect of his duties performed in the United Kingdom as a Director of Inchcape ple.
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2 Table (b} - Directors’ Share Options

Market
price at
date of Option
Hald at Granted Exercised Lapsed Held at exercise price  Price paid
1.1.85  dunng 1995 during 1995 during 1995 31.12.85 £ ie) £1f)  tor option When exercisable (g)
P. M. F. Cheng {(a) 31,700(c) 31,700 5.07 £1 May 1995-May 2002
6,000(c) 6,000 B.8B5 £1 June 1986-June 2003
10,000(c) 10,000 5.51 £1 Apr 1997-Apr 2004
A, D. Cummins 135,800(b) 135,900 5.15 £1 May 1985-May 2002
8,900(b) 8,900 5.85 £1 June 1896-June 2003
26,800{b) 26,800 5.51 Nil Apr 1997-Apr 2004
21,900(b}h) 21,900 3.19 Nit May 1998-May 2005
3.911{d) 391 4.41 Nil July 199%-Jan 2000
6,9001d) 6,900 250 Nil Aug 2000-Feb 2001
P E. Cushing 64,200(b) 64,200 5.07 £1 May 1995~-May 2002
17,100(0h) 17,100 5.85 £1 June 1986-June 2003
28,000(b) 29,000 5.51 il Apr 18997-Apr 2004
1,847(d) 1,847 4.06 Nii July 1997-Jan 1998
203, 700(b){h} 203,700 3.19 Nil May 1998-May 2005
2, 313{d} 2,313 4.70 il June 1998-Dec 1998
4,140(d) 4,140 2.50 Nit Aug 2000-Feb 2001
D. G. John 15,818(c) 15,918 2.38 £1 May 1992-May 1999
71,312(c) 71.312 312 £1 May 1994-May 2001
39,500(b} 39,500 5.07 £1 May 1895-May 2002
10,200(0) 10,200 5.85 £1 June 1986-June 2003
18,200(b) 18,200 5.51 Nil Apr 1997-Apr 2004
62,000(bi(h} 62,000()} 3.18 Nil May 1998-May 2005
C. D. Mackay 84,801{b) 84,901 2.98 1.41 £1 Nov 1990-Nov 1997
42,448{b}) 42,448 1.62 £1 June 1891-June 1998
21,224(B) 21,224 2.38 £1 May 1992-May 1998
64,733(c) 64,733 3.12 £1 May 1894-May 2001
106,500(b} 108,500 5.07 £1 May 1995-May 2002
41,000(b} 471,000 5.85 £1 June 1996-June 2003
14,500} 14,500 5.51 Nil Apr 1997-Apr 2004
4,618(d) 4,618 4.08 Nil July 1997-Jan 1988
95,200(b){h} 95,200 3.18 Nil May 1998-May 2005
6,900(d) 6,900 2.50 Nil Aug 2000-Fet 2001
. C. O'Donoghue 28,098{h) 28,088 1.59 £1 June 1890-June 1997
59,427(b) 58,427 1.62 £1 June 1991-June 1998
7,428(b) 7428 2.38 £1 May 1892-May 1999
65,157(b) 65,157 3.2 £1 May 1994-May 2001
5,759(d} 5,758 1.88 Nif Feb 1995-Aug 1995
19,700(b) 19,700 5.07 £1 May 1995-May 2002
23,900(b) 23,900 5.85 £1 June 1996-June 2003
18,200(b) 18,200 5.51 Nil Apr 1997-Apr 2004
1.847{c) 1,847 4.06 il July 1897-Jan 1998
64,500(b}h) 64,500 319 Nil May 1998-May 2005
Sir David Plastow 180,200ik)(h} 180,900i) 4.31 il Oct 1997- Oct 2004

) Held at date of appointment

b} Under the Inchcape Executive Share Option Scheme

<) Under the inchcape Qverseas Executive Share Option Scheme
~dl Under the Inchcape SAYE Share Option Scheme
=) The market price of the shares at 31st Decernber 1995 was £2.49. The price range during 1995 was £4.27 to £2.08
—f) Option prices are determined in accordance with the Rules of the relevant Share Option Scheme
=g} Under the Executive Share Option Schemes, options are exercisable between three and ten years of grant
h) Granted subject to a performance target

m) Lapsed on retirement

=lotes on Directors’ share options
“he table above shows Directors’ options over ordinary shares,

Jnder the Inchcape Executive Share Qption Scheme and the Inchcape Overseas Executive Share Option Scheme, options are granted on a discretionary basis to
wll-time senicr executives based respectively within, and outside, the United Kingdom, In the case of Executive Directors in 1895, the grant of options under each
=f the Executive Share Option Schemes was determined by the Remuneration Committee.

=2oth Executive Share Opticn Schemes were renewed, with shareholder approval, during 1994. Options granted since the date of renewal are subject to the
-erformance target that they may normally only be exercised if, after any three year pericd after their date of grant, the percentage increase in the market value of
e shares has exceeded the percentage change in the FT-SE Actuartes All Share Index over the same period.

“he Inchcape SAYE Share Option Scheme, which was also renewed with shareholder approval in 1994, is cpen 1o employees in the United Kingdom with at least
ne year's service. Participants make monthly savings for 2 five year period following which the options become exercisable within a six month period.
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Directors’ interests

Directors’ interests in shares

The table below shows the interests, including family interests, on the
dates indicated, in the shares of the Company and its subsidiaries, of
the persons who were Directors at 31st December 1993. All the
interests are beneficial.

Ordinary shares fully paid of inchcape plc of 25p each

31.12.85 1.1.95
A. G. L. Alexander 10,000 10,000
P. Baring 2,500 2,500
F. M. F. Cheng (8} Nil Nil
A. D. Cummins 20,588 20,000
P. E. Cushing 30,000  30,0C0
B. J. Hintz Nit Nil
D. G. John 11,044 10,588
C. D. Mackay 142,628 56,000
Sir Colin Marshall {a) Nil il
H. E. Norton {a) Nil Nil
R. C. O'Donoghue 39,043 39,043
Sir David Plastow 12,000 12,000
L. G. Strong Nit Nil

{a) Held at date of appointment

The following changes in Directors’ interests have taken place
between 1st January 1996 and 1st April 1996:

25th March 1996 Mr A. G. L. Alexander  sold 10,000 shares

26th March 1996 Mr A. G. L. Alexander purchased 10,000 shares
g7th March 1996 Sir Colin Marshall  purchased 12,000 shares
29th March 1996 Mr H. E. Norton  purchased 3,000 shares

b gl

R. C. Williams "
Secretary

1st April 1996

Directors’ responsibilities in relation to the preparation of the
financial statements

Company law requires the Directors to prepare financial statements
for each financial year which give a true and fair view of the state of
affairs of the Company and of the Group and of the profit or loss of the
Group for that period. In preparing those financial statements, the
Directors are required to:

_ select suitable accounting policies and then apply them consistently;
— make judgements and estimates that are reasonable and prudent;

— state whether applicable accounting standards have been followed,
subject to any material departures disclosed and explained in the
financial statements; and

— prepare the financial statements on the going concern basis unless it
is inappropriate 1o presume that the Company will continue in business.

The Directors are responsible for keeping proper accounting records
which disclose with reasonable accuracy at any time the financial
position of the Company and of the Group and to enable them to
ensure that the financial statements comply with the Companies Act
1985. They are also responsible for safeguarding the asseis of the
Company and of the Group and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.
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Reports of the Auditors

Report of the Auditors to the members of inchcape plc
We have audited the financial statements on pages 32 to 57.

Respective responsibilities of Directors and Auditors

As described on page 30, the Company’s Directors are responsible for the preparation of financial statements. It is our responsibility
to form an independent opinion, based on our audit, on those statements and to report our opinion ¢ you.

Basis of opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit includes examination,
on a test basis, of evidence relevant to the amounts and disclosures in the financial staternents. It also inciudes an assessment of the
significant estimates and judgements made by the Directors in the preparation of the financial statements, and of whether the
-accounting policies are appropriate 1o the Group’s circumstances, consistently appiied and adequately disclosed.

"We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
rovide us with sufficient evidence to give reasonable assurance that the financial statements are free from material mis-statement,

=wvhether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the
oresentation of information in the financial statements.

0pinion
BN our opinion the financial statements give a true and fair view of the state of affairs of the Company and of the Group at

31st December 1995 and of the loss, total recognised losses and cash flows of the Group for the vear then ended and have been
oroperly prepared in accordance with the Companies Act 1985,

—oopers & Lybrand &?u_., v fyw
—hartered Accountants and Registered Auditors

_ondon

I st April 1996

Report of the Auditors to Inchcape plc on the Statement on Corporate Governance Matters

mn addition to our aydit of the financial statements, we have reviewed the Directors’ statement on page 24 cn the Company’s
—ompliance with the paragraphs of the Code of Best Practice specified for our review by the London Stock Exchange. The objective
ot our review is to draw attention to non-compliance with those paragraphs of the Code which is not disclosed.

Sasis of opinion

“Ve carried out our review in accordance with Bulletin 1995/1 “Disclosures relating to corporate governance” issued by the Auditing
~ractices Board. That Bulletin does not require us to perform the additional work necessary to, and we do not, express any opinion on

bhe effectiveness of the Company’s corporate governance procedures, nor on the ability of the Company or the Group to continue in
=perational existence.

Jpinion
Vith respect to the Directors' statements on internal financial control on page 24 and going concern on page 25, in our opinicn the

virectors have provided the disclosures required by paragraphs 4.5 and 4.6 of the Code (as supplemented by the related guidance for

mirectors) and such statements are not inconsistent with the information of which we are aware from our audit work on the financiat
Satements.

ased on enquiry of certain Directors and officers of the Company, and examination of relevant documents, in our apinion the

mirectors’ statement on page 24 appropriately reflects the Company's compliance with the other paragraphs of the Code specified for
BT review.

oopers & Lybrand Gry.w v 4?""" Y
hartered Accountants
-ndon

st April 1996
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Consolidated profit and loss account for the year ended 31st December 1935

Continuing operauons  Discontinued

Acquisitions operations Total Tota!

3 1995 1995 1995 1995 1994

2 B _ 3 £m £m fm £m fm

1.2 Turnover 6,235.9 10.9 491 6,2959 6,101.6

2a Cost of sales {4,940.3) (5.2) (32.3) (4,977.8) (4,727.3)

Gross profit 1,295.6 5.7 168 1,318.1 1,374.3

za Operating expenses {1,157.4) (6.4) {21.3) (1,185.1) (1,163.8

1a Exceptional operating expenses {65.2) - - (65.2) -

Net operating expenses {1,222.6) (6.4) (21.3) (1,250.3) (1,163.8}

2a Operating profit 73.0 0.7} (4.5} 67.8 210.5

14 Share of profits of associated companies 44.5 - 05 45.0 40.3

7¢ Income from other fixed asset investments 0.3 - 6.8 7.1 9.9

Total operating profit 117.8 (0.7 28 119.9 260.7

2¢ Net profit (loss) on disposal of properties and investments 17.7 - - 17.7 (4.3)
2 Other exceptional items:

13 Net (loss) profit on disposal of operations - - (22.4) (22.4) 5.2

Prior year provision utilised in the ysar - - 1.8 1.8 6.4

136 Loss on partial disposal of operations (17.4) - - (17.4) -

136 Provision for loss on operations to be discontinued {37.9} - - {37.9) (1.8

Loss on operations closed 7 7 - - (6.0) (6.0 7.7

Profit {loss) on ordinary activities before net interest 80.2 (0.7 (23.8) 55.7 258.5

3a Net interest (38.3) (30.1)

2s Profit on ordinary activities before taxation 17.4 2284

4a Tax on profit on ordinary activities (49.6) (73.7)

(Loss) profit on ordinary activities after taxation (32.2} 184.7

12 Minority interests (11.8) (13.7)

128 {Loss) profit for the financial year (44.0} 141.0

12a Dividends (60.8) (78.3

12t Retained {loss) profit for the financial year {104.8} 62.7

Headline profit before exceptional operating expenses and tax ({Em) 146.8 2306

3¢ Headline sarnings per share before excepticnal operating expenses 14.0p 26.4

Headline profit before tax (£m) 81.6 230.6

2¢ Headline earnings per share 2.6p 26.4

FRS3 profit before tax (Em) 17.4 228.4

2 {Loss) earnings per share {8.31p 26.8
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Staterment of total recognised gains and losses for the year ended 31st December 1995

1895

1994

£m fm
{Loss) profit for the financial year (44.0) 141.0
Exchange translation effect on:
— resuits for the year {2.8) (0.8)
— fpreign currency net invgstments 6.8 1.8
Total recognised gains and losses (40.0) 142.2
"Note of historical cost profits and losses for the year ended 31st December 1995
1995 1984
) ) £m fm
Reported profit on ordinary activities before taxation 17.4 2284
Sealisation of property revaluation surpluses 235 7.1
iffererice between the historical cost depreciation charge and the actual
lepreciation chargt_e of the year_calcp}ate_c_i_on the revalued ‘amount 0.3 1.2
Historical cost profit on ordinary activities before taxation 41.7 238.7
listorical cost (lass} profit for the year retained after taxation,
minority interests and dividends {80.8) 67.7
teconciliation of movements in shareholders’ funds +or the vear ended 31st December 1995
1995 1984
) ) £m £m
~0ss) profit for the financial year {44.0) 141.0
ividends (60.8) (78.3)
—rip dividend adjust_mer}t 11 0.7
{103.7} 63.4
ther recognised gains and losses relating to the year {net) 4.0 1.2
=w share capital issued (net of expenses) 26 29
—odwill acquired during the year (40.9)  (202.4)
Sodwill recognised in the profit and loss account
respect of giisposa!s ofrbrusfngssesﬁ 7 i 48.6 27
et reduction in shareholders’ funds {89.4) (132.2)
-|arreholders‘ funds at 1st January B 632.4 764 .6
nareholders’ funds at 31st December 543.0 632.4




34 Inchcape pic

Consolidated and Company balance sheets as at 31st December 1995

Inchcape ple

g 1995 1994 1995 1994
= ) B _ B L B _ ) _ B £m" £m £m fm
Fixed assets:
6 Tangible assets 590.3 633.6 - -
7 Inyg_stmepE ] B - ) i ) 162.8 178.6 3435 401.0
753.1 812.2 3435 401.0
Current assets:
82 Stocks 1,071.0 1,112 - -
sb Debtors:
— amounts due within one year 1,279.3  1,293.2 519.2 199.1
— amounts due beyond one year 95.5 95.9 562.7 350.9
3 Carstjiat t_)_ank anq in Ijand - N o - o 7 61].0 42777‘.3 - 31.0
3,056.8 29285 10819 581.0
Creditors — amounts falling due within one year:
sb8c Borrowings {442.9) (527.8) - -
a Other B o B o B 7 (2,042.2) (2,091.8) 6444} {101 4
S L - - o ) (3483‘[) _@613@ (644.4) {101.4
Net current assets 571.7 308.2 4375 472.6
Total assets less current liabilities 1,3248 1,121 781.0 880.6
Creditors — amounts falling due
after more than one year:
s Convertible Subordinated Bonds Due 2008 (125.0) (125.00 (125.0) (125.0
abe Cumulative redeemable preference shares {150.0} - - -
3o Other borrowings {157.0) (67.1) {4.1) (5.5
o Other - - B . 777(57!8.5} (809) - j§-7_) -
{520.5) (263.0 (135.8) {130.
10 Proyisions for liabilities and charges ) (1}2.8] (7199.5) - -
Net assets 661.5 748.6 645.2 750.1
Capital and reserves:
12e Called-up share capital 132.0 131.6 1320 131.¢
12t Share premium account 105.6 103.4 105.6 103.
12t Special capital reserve - - - 56,
12t Non distributable reserve - 3656.4 - 365.4
121 Revaluation reserve 149.5 171.7 - -
12f Profit and loss account 979.2 694.9 407.6 93.!
1,366.3 1,467.0 645.2 750,
2t Goodwill on consolidation (823.3) B (834.6) B -
Equity shareholders’ funds 543.0 632.4 645.2 750.
Minority interests 118.5 116.2 -
661.5 748.6 6452 750.

The accounts on pages 32 to 57 were approved by the Board of Directors on 15t April 1996 and were signed on its behalf by:

Directors
Philip Cushing
Rod O'Donoghue
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Consolidated cash flow statement for the year ended 31st December 1995

Net cash inflow from operating activities
Continuing operations
Discontinued operations

Returns on investments and servicing of finance
Interest received
interest paid
Dividends received from associatsd companies:
— continuing operations
— discontinued operations
Dividends received from other fixed asset investments:
— continuing oparations
— discontinued operaticons
Dividends paid to minority interests
Dividends paid to sharehoiders

INet cash outflow from returns on investments and servicing

of finance
alaxation
Nax paid

nvesting activities
~urchase of tangible fixed assets
2urchase of subsidiaries

~urchase of associated companies and other investments
Acquisition provision payments

sale of tangible fixed assets

=ale of subsidiaries

=ale of associated companies and other investments
=ale of assets held for resale

Jet cash inflow [outflow) before financing

inancing

=sue of ordinary share capital

apital subscribed by minority interests

mcrease) decrease in Insurance Services short-term investments
woceeds of redeemable preference share issue by subsidiary
roceeds of US dollar senior loan notes issue

ew short-term loans/repayment of borrowings

=pital element of finance lease rental payments

et cash inflow from financing

et increase {decrease) in cash and cash equivalents

£m

272.2
9.7

72.1
(113.2)

32.0

0.3
1.7
(10.6)

(1180

{117.7}
(29.8)
(28.3)
(20.8)

{196.6)
55.9
34.4
36.9

8.2

26

0.2
(51.9)
150.0
108.2

5.3
(19.9)

1985

£m

2819

{129.7}

(67.0)

{61.2)
24.0

fm

180.8
12.8

70.2
(95.6)

284
1.1

0.8

9.1
2.
(76.6}

{134.9)

(154.5)
{26.1}
(16.0)

(331.5)
59.2
45.3
11.¢
55.3

2.9
0.8
9.2

{0.8)
8.4

1994
restated
fm

193.6

{64.7)

(69.2)

(100.1

4.0

 96.1)



Accounting policies

Accounting cenvention The accounts
nave been prepared in accordance with
applicable UK accounting standards, on the
historical cost basis, modified to include
the revaluation of certain tangible fixed
assets.

Basis of Group accounts The results of

businesses acquired or sold are included i f

the consolidated profit and loss account
using the acquisition method from, or up
to, the date control passes. Al undertakings
over which the Group exercises control or a
dominant influence, being the right to
direct the operating and financial policies,
are consolidated as subsidiary undertakings
{”subsidiaries”). The profit and loss account
includes the Group's share of profits less
losses of associated undertakings
{("associated companies”) and the
consolidated balance sheet includes
interests in associates at the Group's share
of net tangible assets. The Group has taken
advantage of the modification of FRS5 in
respect of certain insurance broking
transactions which continue to be offset in
the Group's accounts,

Turnover is the total amount receivable for
goods sold and services provided,
excluding sales related taxes and inira-
Group transactions.

Foreign currencies The results and cash
flows of overseas subsidiaries and
associated companies are translated into
sterling at the average of the month end
rates of exchange for the year, except
when results are adjusted for the impact of
nyper-inflation by using an alternative
functionai currency. Assets and liabilities in
foreign currencies are translated into
sterling at closing rates of exchange except
where rates are fixed under contractual
arrangements.

The difference between the profit and loss
account translated at average and at closing
rates of exchange is included in the
statement of total recognised gains and
losses as a reserve movement. Exchange
differences arising from the retransiation to
closing rates of exchange of opening net
assets, long-term foreign currency
borrawings used to finance foreign
currency investments, and foreign currency
borrowings that provide a hedge against
net assets are also reflected as a reserve
movement. All other exchange differences
are dealt with in the profit and loss
account.

e

g
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Financial instruments are used to manage
the Group's exposure 1o fluctuations in
interest rates and foreign currency exchange
rates. Gains and losses are accounted for
when the hedged transaction itself is
recognised or earlier if the instrument
ceases to be an effective hedge.

Tangible fixed assets are stated at cost or
valuation less depreciation, which is
provided, except for freehold land, on a
straight line basis over the estimated useful
lives of the assets, mainly at the following
annual rates:

Freehold buildings and long
leasehold land and buildings
Short leasehold land

2%

and buildings term of lease
Plant, machinery and

equipment 10% - 33.3%
Major computer software

applications 33.3%

Land and buildings were last revalued in

rentals payable is charged to the profit and
loss account to produce a constant rate of
interest. Rental payments arising from
operating leases are charged on a straight
line basis.

As Lessor — The net investment in finance
leases and hire purchase contracts is
included under debtors and represents the
total amount outstanding under lease
agreements and hire purchase contracts
less uneamed income. Finance lease and
hire purchase income is allocated to
accounting periods to give & constant
periodic rate of return on the net cash
investment. Rentals receivable from
operating leases are credited to the profit
and loss account on a straight line basis,

i Deferred taxation is provided using the

liability method at current taxation rates on
timing differences 10 the extent that itis
probable that a liability or asset will
crystallise.

1993, in accordance with the Group’s policy  k Trade finance provided by manufacturers

of triennial valuation, on an open market
existing use basis. Permanent diminutions
in value of individual properties below cost
are charged to the profit and loss account
whereas deficits which the Directors
consider to be temporary in nature are
offset against other surpluses recognised in
the revaluation reserve.

Shares in subsidiaries and other fixed asset
investments are stated at cost, less
provisions for permanent diminutions in
value.

Vacant leasehold property is provided to
the extent of the value of the estimated
future net cost.

Stocks and work in progress are valued at
the lower of cost and net realisable value,

-Cost comprises expenditure incurred in the

normal course of business in bringing stocks
and work in progress to their present
location and condition.

Leases As Lessee — Assets held under
finance leases are treated as if they had
been purchased at the present vaiue of the
minimurm lease payments. This cost is
included under tangible fixed assets and
depreciation is provided over the shorter of
the lease term and the estimated useful
life. The corresponding obligations urder
these leases are included within
porrowings. The finance charge element of

or suppliers, or related finance houses, is
treated as a creditor and the cost of such
credit is included in cost of sales. Finance
provided by an independent entity relating
to a separately identifiable supply of goods
is treated as a creditor and the charge for
credit is included in interest.

Post-retirement benefits Lizbilities under
defined contribution pensien schemes are
charged whan incurred. The Group has a
number of defined benefit pension
schemes for which contributions are basec
on triennial actuarial valuations. Pension
charges in the profit and loss account have
been calculated at a substantially level
percentage of current and expected future
pensicnable payroll, with variations from
regular cost spread over the expected
remaining service lives of employees.
Other post-retirement benefits are
accounted for on a similar basis to defined
benefit pension schemes.

Goodwill represents the difference
between the fair values of the cost of
acquisition and the attributable identifiable
net tangible assets at the date of
acquisition and is eliminated against
reserves. The profit or loss on the disposa
of a previously acquired business reflects
the attributable amount of purchased
goodwilt relating to that business.



Notes to the accounts

1 Segmental analysis 7
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Exceptionat

Adjusted operating
) Tu_rrjtoyeribryrorrigin_ ) ,,}Ota[ o_;_)a_eraﬂng grolit ) e_xpensgs“ Netpperatmg assets
1995 1994 1995 1994 1995 1995 1984
restated restated restated
fﬁm £ ,El,“ fm £mr £fm fm
(a) By business stream:
Motors:
Motors Import & Distribution 29155 28379 324 63.2 {15.5) 278.2 3239
Motors Retail 2,0599 20420 65.0 84.4 {17.0} 346.6 398.7
Less:_Interrisegmentrtgrnovc_e_r _ (_'_1_3_2.37) - (8427 o o - o , _
“Total Motors 4,2431 4,087.2 97.4 147.6 {32.5) 624.8 7226
sMarketing 1,817.7 1,660.4 50.6 66.4 (9.6} 500.7 490.0
=Services:
Insurance 234.6 192.8 28.7 20.6 (3.8) 57.4 20.0
=Shipping 225.0 215.2 11.8 14.4 {11.4) 33.0 16.1
Testi_ng o o i B 3 ) __._2_84717 ___.257.17 _278 21 3 _ _(_0_.8) AN 734
Total Services 743.7 665.1 68.3 56.3 (16.0) 1615 103.5
“ther activities 18.3 125 (C.8) 3.7 - 15.3 (4.2)
Discentinued operations 715 2450 28 14.1 - 8.6 835
—eversal of associated companies’ turnover {598.4) (568.8)
—entral charges I N £ 1L R ) B
6,2959 6,101.6 202.4 273.1 (65.2) 1,3109 11,3964
b) By geographical market:
—urope:
— United Kingdom 22019  2,039.0 61.2 65.3 (25.4) 224.9 212.9
- Continent 984.9 934.8 (8.7} 18.6 {14.9) 158.1 2174
—ar East 1,640.1 1,628.2 54.8 757 (7.7) 344.0 360.8
south East Asia 893.1 8789 46.4 51.7 (5.4) 339.1 3121
Aiddle East 2329 2123 15.9 18.8 (1.8) 34.7 36.5
“he Americas 399.5 358.8 38.9 31.9 {2.8) 141.1 112.7
mest of World 470.4 373.2 7.0 12.¢6 {0.1) 60.4 59.5
Jiscontinued operations 71.5 245.0 2.8 14.1 - 8.6 83.5
moversal of associated companies’ turnover (598.4) (568.6)
-entral charges - i o _15.8) (150 b
6,295.9 6,101.6 2024 2731 (65.2) 1,310.9 13954

_xceptional cperating expenses include mainly provisions for redundancie

here were no exceptional operating expenses in 1994,

here wers no major acquisitions in 1995, but the adjusted operatin
roup (£4.0m, of which £3.3m in Insurance Services and £0.7m in discontinued
nainly to Buying Services, Australia Telecomns and Rolex (Sin

ogg Financial Services.

~ior year comparatives have also been restated to reflect a refinement in th

=iated net assets.

s, office relocations and vacant leasehold property costs.

g profits of 1994 include seven months’ contribution from Hogg
operations). Discontinued operations in 1995 relate
gapore), and 1994 also included Kenning Car and Van Renta! and Bain

e method of allocation of general management costs and
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Notes to the accounts continued

1 Segmental analysis continued

¢) Turnover by destination:
Europe:

— United Kingdom

- Continent

Far East

South East Asia

Middie East

The Americas

Rest of Worid

Discontinued operations
Reversal of associated companies’ turnover

2,154.4
1,037.7
1,596.2
894.9
234.6
422.1
482.9
715
{598.4)

6,295.9

1994
restated

1.992.0

1,022.6

1,532.0
860.1
2245
405.2
388.8
2450
{568.6)

6.101.6

Group share of

Group share of

Group share of

turnover by origin profit before tax net assets
1995 1994 1995 1984 1995 1994
restated restated restated
£m £ £m £m £m £m
(d) Associated companies
By business stream:
Motors:
Motors Import & Distribution 188.9 183.0 6.6 3.8 52.7 47.2
Motors Retail 26.5 28.2 6.5 8.8 18.9 18.3
Tota! Motors 2154 211.2 13.1 126 71.6 63.5
Marketing 299.8 256.9 21.0 21.2 65.6 41.5
Services:
Insurance 31.0 20.1 5.4 4.0 55 8.0
Shipping 24.4 15.3 4.8 4.0 3.9 5.6
Testing 2.4 2.6 0.2 0.3 09 0.9
Total Services 57.8 38.0 104 8.3 10.3 14.5
Cther activities 30 6.5 - 0.9 7.9 9.2
Discontinued operations 22.4 56.0 0.5 (2.7} - 4.5
598.4 568.6 45.0 40.3 155.4 133.2
(e} Associated companies
By geographical market:
Europe:
— United Kingdom 156.3 145.4 6.2 57 44.8 45.2
— Continent 329 17.1 5.0 39 11.3 12.1
Far East 108.9 94.8 7.8 7.6 43.4 249
South East Asia 60.4 62.2 34 3.3 26.8 271
Middle East 204.3 189.2 20.6 212 19.2 16.9
The Americas 4.3 3.6 15 1.1 2.0 1.8
Rest of World 8.9 0.3 - 0.2 7.9 0.7
Discontinued operations N ) 22£ 5@ 0.5 (2.7 - 4.5
598.4 563.6 45.0 403 155.4 133.2
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1 Segmental analysis continuad

1985 1994
£m £m
{f} Reconciliations
(i} Profit
Adjusted total operating profit 202.4 2731
Exceptional operating expenses {65.2} -
Insurance and Shipping Services interest receivable (17.3) (12.4)
Total operating profit as consolidated profit and loss account 119.9 260.7
{ii} Net assets
Net operating assets 13109 11,3854
Net borrowings (other than Insurance and Shipping Services balances) (548.4) (505.4)
Interest bearing creditors (47.5) {28.0}
Holding company tax and dividends (6.6} (68.7)
Fair value provisions (26.9) (446}
Other unallocated assets and liabilities {20.0} {0.1)
Net assets as consolidated balance sheet 661.5 748.6
Mumber employed in Number employed in Total number
Inchcape ple & subsidiaries assoclated companies employed
1995 1994 1995 1994 1995 1994
restated restated restated
{g} Employees:
Motors:
Motors Import & Distribution 3,218 3,090 457 508 3.675 3,598
Motors Retail 7,535 8,295 436 477 7.971 8,772
Total Motors 10,753 11,385 893 985 11,646 12,370
Marketing 11,450 12,239 5,042 5,121 16,492 17,380
Services:
Insurance 4,576 4,316 1,628 1,214 6,204 5,530
Shipping 2,840 3,387 919 1,163 3,759 4,650
Testing 6,716 6,013 145 329 6,861 6,342
Total Services 14,132 13,716 2,692 2,706 16,824 16,422
=Other activities 322 4 233 569 555 573
IDiscontinued businesses 490 2,674 37 220 527 2,894
aCorporate 93 100 - - 93 100
37.240 40,118 8,897 9,601 46,137 42719
1995 1994
£m £m
Il he total employment costs incurred by Inchcape plc and its subsidiaries were:
Nages and salaries 561.7 576.3
Social security costs 56.6 54.5
“ther pension costs 33.0 28.2
651.3 659.0

ncluded in the employment costs above for 1995 is £27.2m in respect of redundancy and related staff costs reported within

=xceptional operating expenses.
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Notes to the accounts continued

2 Profit and loss

1004
o T o " Comtinaing operations Discontinued  Total  Continuing  Discontinued Tota!
Acquisitions restated restated restated
£m £m £m £m £fm E£m fm
{a) Analysis
Turnover 6,235.9 10.9 49.1 6,2959 52126 189.0 86,1016
@ost of sales {4,940.3) (5.2) (32.3) (4,977.8) (46423} 85.00 (4,727.3}
Gross profit 1,295.6 5.7 16.8 1,3181 12703 1040 1,3743
Distribution costs (466.6) (0.6} (2.5} {469.7) (4564.0) (5.0) (459.0)
Administrative expenses {705.5) {5.8] (18.8} {730.1) (625.8) (92.0} (717.8)
Exceptional operating expenses {65.2) - - {65.2) - - -
QOther operating income 14.7 - - 14.7 13.0 - 13.0
Operating profit 730 (0.7 (4.5) 67.8 203.5 7.0 210.5
Exceptional operating expenses are administrative in nature.
1995 1924
£m £m
Profit on ordinary activities before taxation
Profit on ordinary activities before taxation is stated after the following charges (credits):
Depreciation of tangible fixed assets
- owned 75.2 70.0
— held under finance ieases 39 6.5
Profit on sale of tangible fixed assets other than property {1.0) {1.8)
Hire of plant, machinery and equipment 6.5 245
Other operating lease rentals payable 77.0 775
Rentals receivable from operating leases {14.7) {13.0
Audit fees and expenses
— Coopers & Lybrand 3.2 4.0
— Other firms 0.2 0.2
Accounting and other advisory services provided to Group companigs in the United Kingdom
by Coopers & Lybrand 1.8 1.4
As permitted by section 230 of the Companies Act 1985, no separate profit and loss account is presented for [nchcape plc.
(b) Directors
Information on Directors” emoluments and interests, which form part of these audited financial statements, are given on pages 28
and 29.
Headline before
exceptonal operating
EXPENSES Headline FRS3
1995 1994 1995 1994 19895 1994
£fm £m £m £m £m £m
(¢} Earnings per ordinary share
Total operating profit before exceptional operating expenses and
after interest 146.8 23086 146.8 23086 146.8 230.6
Exceptional operating expenses - - (65.2) - {(65.2} -
Net profit (loss) on disposal of properties and investments - - - - 17.7 (4.3)
Other exceptional items - - - - {81.9) 2.1
Profit before tax 1468 230.6 81.6 2306 17.4 228.4
Taxation (57.2} (75.9) {53.8} {75.9} {49.6) (73.7)
Minorityﬁinterests {15.7) (15.6} (14.0) {15.6} (11.8} (13.7
Earnings (loss) 73.9 139.1 138 139.1 {44.0) 141.0
Earnings (loss) per share 14.0p 26.4p 2.6p 26.4p (8.3lp 26.8¢

The weighted average number of fully paid shares in issue during the year was 527.5 million (1994 - 526.0 mitlicn).

The definition of Headline earnings is given in the Statement of Inves

Management and Research (IIMR}.

tment Practice No.1 published by the Institute of Investment

The dilution in earnings per ordinary share that would arise from full conversion of the Convertible Subordinated Bonds Due 2008 and
the issue of shares under share option schemes is not material.
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3 Treasury information

1995 1994
£m £m
(a) Net interest
Interest payable and other charges:
On bank loans, overdrafts and other loans falling due within five years 828 89.3
On bank loans, overdrafts and other loans {including the convertible bonds and
US private placerment) falling due after five years 9.4 6.3
On cumulative preference shares issued by a subsidiary 41 -
On finance leases mainly repayable within five years 2.9 3.0
Other interest 7.9 4.4
107.1 103.0
interest receivable (68.8) {72.9)
38.3 301
(b) Net borrowings
(i) Analysis
Net borrowings as defined by the Group for capital gearing purposes are:
Borrowings — note 3bii)
— Amounts falling due within one year {442.9) (527.9)
- Amounts falling due after more than one year (432.0} (182.1)
Cash and deposits 611.0 4273
Net berrowings as balance sheet (263.9) (282.6)
Adjustment for third party funds included in cash and deposits {199.1) (179.5)
-Net borrowings {463.0) [462.1)

MCash and deposits include certain funds held on behalf of third parties which are not freely available for use by the Group, mainly
Ehose held for the benefit of insurance creditors of Bain Hogg in designated Insurance Breking Accounts.

Group Inchcape plg
1995 1994 1995 1994
£m fm £m fra
_ii) Maturity
—ong and medium term
Sank Loans (secured £8.3m - 1994 £12.8m)
Sepayable beyend five years 0.4 - - -
“wo to five years 157.8 11.0 - -
One to two years 13.4 a1 - -
—oans other than from banks {secured £3.4m — 1994 £1 Ay
tepayable beyond five years 171.6 126.0 125.0 125.0
“wo to five years 69.3 55 41 5.5
2ne to two years 1.8 05 - -
~inance leases
=epayable beyond five years 6.0 G.6 - -
“wo to five vears 6.2 11.6 - -
Jne to two years 55 11.8 - -
mmounts falling due after more than one year 432.0 182.1 129.1 130.5
~hort term - repayable within one year
ank loans and overdrafts (secured £1.3m - 1994 £9.2m} 375.6 485.3 - -
=0ans other than from banks (secured £1.4m - 1994 £3.9m) 58.6 485 - -
mnance leases 8.7 14.0 - -
—-mounts failing due within one year 442.9 527.8 - -
:tal borrowings and finance leases 8749 709.9 129.1 130.5
=ash and deposits {611.0) (427.3) - (31.0

263.9 2826 1291 995
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Notes to the accounts continued

3 Treasury information continued

The £125m 6%% Convertible Subordinated Bonds Due 2008 are convertible at the o

ption of the holder, on or prior to 3rd May 2008,

into fully paid ordinary shares of 25p each of Inchcape plc at 68%p per share. None of the Bonds were converted during the year. If
the conversion rights attaching to the Bonds cutstanding at 31st Decernber 1995 were exercised 18,142,235 ordinary shares of 25p

each of Inchcape ple would fall to be issued. The Bonds may be redeemed at the option of the Company,

in whole or in part, at any

tirne after 30th May 1998 or earlier if conditions are met. Unless previously redeemed or converted, the Bonds will be redeemed at

par on 10th May 2008.

In May 1995 the Group launched a US Private Placement, consisting of US$100m (£64.5m) of 6.93% Senior Loan Notes, due 2000

and US§72m (E46.5m) of 7.09% Senior Loan Notes, due 2002. The Notes were placed mainly with a number of leading US Life

Insurance companies.

In July 1998, a subsidiary issued £150m of Foreign Income Dividend Cumulative Redeemable Preference Shares. This issue matures

in 1998 and pays a coupon of 5.84% per annum,.

Other loans are at various rates of interest linked to interbank market rates. Net obligations under finance leases are at various local

prevailing rates of interest.

(e) Facilities

The Group has committed stand-by credit facilities, raised by incheape Finance ple under an Inchcape plc guarantee, of £325m
{1994 — £300m) in total expiring in 2000. Na amount has been drawn under these facilities in 1995 {1994 — ENil).

£m
(d} Cash flow information
{i) Analysis of changes in cash and cash equivalents during the year
Balance at 1st January 1995 {111.9}
Net cash inflow before exchange adjustments 2185
Exchange adjustments 3.7
Balance at 31s1 December 1995 110.3
19395 1994 Change
in year
£m £m £m
{ii} Analysis of the balances of cash and cash equivalents as shown
in the balance sheet
Cash at bank and in hand including short-term deposits and loans 611.0 427.3 183.7
Insurance Services short-term investments (113.8) 61.9) (51.9)
Bank toans, overdrafts and other borrowings {386.9) (477.3) 20.4
110.3 (111.9) 222.2
1995 1994
£m £m
{iii) Reconciliation of available cash flow to net borrowings
Available cash flow as Financial Review — page 21 18.4 (3.8
Purchase of subsidiaries, associates and investments (78.9) (196.6
Sale of subsidiaries, associates and invesiments 71.3 57.2
Sale of assets held for resale excluding properties 6.1 434
Sale of major property 7.1 —
Net cash inflow {outflow} before financing 24.0 {100.1
New capital (net of expenses) 28 3.8
Inception of finance lease contracts (5.3} {13.6
Loans and finance leases of subsidiaries {acquired) seold (0.3) 26.C
Exchange adjustments {2.5} {1.€
Movement in net borrowings as balance sheet —note 3 18.7 {85.2
Total third party funds increase — note 3b(i) (19.6) (73
Movement in net borrowings for capital gearing {0.9) {158.(
Net borrowings for capital gearing at 1st January - note 3bkl) (462.1) (303.1
Net borrowings for capital gearing at 31st December — note 3bii} (463.0) (462’
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3 Treasury information continusd

Share Loans and
capital finance
and lease
premium obligations
tm fm

{iv] Analysis of changes in financing during the year
Balance at 1st January 1995 235.0 232.6
Cash inflows from financing 2.6 243.6
Loans and finance lease obligations of subsidiaries acquired - 0.3
Inception of finance lease contracts - 5.3
Exchange adjustments - 6.2
Balance at 31st December 1995 2376 488.0
1995 1994
£m £m

{v) Net cash inflow from operating activities

Cperating profit before exceptional operating expenses 133.0 210.5
Payments in respect of exceptional operating expenses (25.1) -
Depreciation 791 76.5
Decrease (increase) in stocks 30.6 (212.2)
Decrease {increase) in debtars 49.8 4.7
Increase in creditors 6.4 114.2
-Other items 8.1 9.3
281.9 1936

Me)} Borrowings of associated finance companies

=_ertain associated companies provide finance to third parties, primarily in support of the Group's Motors activities, and are financed

~y bank berrowings without recourse to any other Group company. At 31st December 1995 total borrowings {before deducting

=xternal shareholders’ interests) of the major associated companies conducting financing operations were;

Missociated company External shareholder
ncheape Finance SA Cofico SA
nchroy Credit Corporation Security Pacific Limited
“MEVC Finance Limited Lioyds Bowmaker Limited
i GB Finance Limited Lloyds Bowmaker Limited

“f) Operating lease commitments

Dperating lease rentals payable in 1996 in respect of commitments expiring:

- within one year
- between one and five years
- in five years or more

1995
£m

17.0
44.8
25.8

87.6

Property igases

1984
£m

12.7
36.6
321

g81.4

66.5
238.9
45.6
403.2

1945
£m

1.7
5.2
2.3
9.2

6C.5
269.0
476
355.5

Other operating leases

1994
£m

1.8
2.9
0.1

4.8




44 Inchcape plc

Notes to the accounts continued

4 Taxation
1995 1994
) 7 £m fm
(a) Taxation on profits
United Kingdom corporation tax at 33% {1994 - 33%]) 56.6 45.5
Doubtle taxation relief {38.1) {21.4)
185 241
Advance corporotion tax written {back) off - {6.2) 3.0
12.3 27.1
Overseas taxes 38.0 48.5
Deferreq tax - B _ B {111} o 5.2)
39.2 65.4
Adjustments to prior year liabilities - _ 7 ) 08 (3.9
Inchcape plc and subsidiaries 40.0 64.5
Associated companies B _ o 7 9.6 9.2
49.6 737
1995 1994
L . B £n?7 B £m
{b} Deferred taxation asset
{i) Group
Deferred taxation movements during the year comprise:
Balance at 1st January 12.8 4.7
Exchange adjustments (1.4} (0.5)
Credited to profit and loss account 1.1 5.2
Subsidiaries acquired (including fair value) 05 41
Adjustment of advance corporation tax recoverable - - N _12.6 o 0.7
Balance at 31st December 35.6 12.8

The potential amount of deferred taxation on timing differences and the amount which has been provided in the accounts comprise:

) - - L P‘?‘?j“j' N ~ Re_oogniseo

1995 1984 1995 1934

£m £m . £m ) £m

Excess capital allowances {4.6) {7.8) (2.3) 2.2)
Revalued assets (7.3} (11.5) (2.5) {0.2)
Pension fund sumpluses of companies acquired - (10.1} - (10.1)
Other timing differences {including fair value) 17.1 13.3 9.8 7.3
Advance corporation 1ax recoverable 7 ) 306 180 306 18.0
353 1.9 35.6 12.8

in addition to the advance corporation tax recoverable included above and at note {i), a cumulative £20.9m has been written off to
31st December 1995 {1994 — £27.8m), and is available for set-off against future UK corporation tax liabilities.

1995 1994
£m £m

{ii} Inchcape plc
Advance corporation tax recoverable 21.0 15.9
Other timing differences 0.4 0.4
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5 Pensions and other post-retirement benefits

The Group cperates pension schemes for its employaes in most subsidiaries. Schemes are mainly of the defined benefit type with
assets held under trust in separately administered accounts. Some overseas employees are covered by defined contribution schemes
which are principally linked to local statutory arrangements. The Group also has some unfunded arrangements in the UK the cost of
which are included in the pension cost figures below. The Group has nc health and medical plans providing post-retirement benefits
for current employees but does have a liability in respect of past employees under schermes which have been closed to new entrants.

Pensions ~ UK schemes
The pension costs for the main defined benefit schermes operated in the UK were determined in accordance with the advice of

independent professionally qualified actuaries based on the projected unit method (except for closed funds where the attained age
methed was used).

The market value of the assets held by the Group’s UK schemes at March/April 1994 was £573.9m. Actuarial valuations for these
schemes waere carried out at that time using, in the main, per annum long-term assumptions of investment return of 9.5 - 10.0%,
salary increase of 7.5 — 8.0%, dividend growth of 4.5 - 5.0% and pensicn increase of 3.0 — 5.0%. The actuarial valuations of the total
assets covered 107% of benefits that had accrued to members.

Pensions - overseas schemes
The assets of all overseas schemes had a market value of £157m based on the latest actuarial valuations carried out during 1994.

The actuarial assumptions used for overseas schemes were consistent with local practice. The actuarial valuations of the total assets
covered 105% of the benefits that had accrued to members.

Pension cost

“The pension cost charged for 1995 was £33.0m (1994 - £28.2m) of which £27.0m (1994 — £22.7m} relates to schemes of a defined
benefit nature and £6.0m {1994 — £5.5m) represents the amount attributable to defined contribution schemes. A provision of
£5.6m (1994 - £6.7m} is included in provisions for liabilities and charges, being the excess of the pension cost charge over the
=mount funded. Outstanding contributions to defined contribution schemes are £3.5m {1994 - £3.9m).

-As a result of disposals and reorganisations carried out by the Group and certain actions taken by the trustees of the TKM scheme
Rhe surplus in respect of the scheme is no longer expected to be available to the Group. Consequently an asset of £26.6m before tax
1as been written off as part of losses on disposal of cperations, £20.5m, and exceptional operating expenses, £6.1m. The associated
—eferred tax provision of £8.8m has been released.
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Notes to the accounts continued

6 Fixed assets - ta'r_lgibler assets

Freehold and

Plant,
leaseheld land machinery and
and buildings egquipment Total
L - L ] ) £m £m £m
Cost or valuation at 1st January 1995 413.3 498.7 912.0
Exchange adjustmenis 9.8 9.3 19.1
Assets of subsidiaries acquired 1.6 2.5 41
Assets of subsidiaries sold (1.2} (24.1} {25.3)
Additions 17.8 99.4 117.2
Disposals (35.7) (89.4) (125.1)
Provision for permanent diminution in value {1.7) (3.1} (4.8}
Transfers - B o (172;4} i 1§ - _(1019)
Cost or valuation at 31st December 1995 3815 495.1 886.6
Analysed:
Valuation 1993 3154 - 3154
Cost_ o ) 76.1 495.1 571.2
3915 495.1 886.6
Depreciation at 1st January 1995 {17.0} (261.4) (278.4)
Exchange adjustments (1.1 (4.9} (6.0}
Subsidiaries acquired - {0.8) {(0.8)
Subsidiaries sold 0.1 14.8 14.9
Provided for the year {8.2] (70.9) (79.1)
Disposals 2.0 52.7 54.7
Tran;iers ) ) B 0.5 (2.1) B (1.6)
Depreciation at 31st December 1995 (23.7) {272.6} {296.3]
Book value at 31st Decemnber 1995 3678 2225 590.3
Book valug at 31st December 1294 396.3 237.3 633.6
1995 1994
B ) £m £m
Book value of land and buildings analysed:
- freehold 191.0 180.9
— leasehold with over 50 years unexpired 137.0 153.6
— short leasehold 39.8 61.8
367.8 396.3
1§ fand and buildings had not been revalued they would have been stated at the following amounts:
- cost 332.7 318.2
— less depreciation (50.5) 43.0
282.2 273.3
The bock value of tangible fixed assets held for rental to customers under operating leases amounted to:
— cost 11.7 36.3
— less depreciation {2.3) (13.2
9.4 22
leases.

The book value of tangible fixed assets includes £24.6m (1994 - £36.5m} in respect of assets held under finance
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7 Fixed assets - investments

Shares in Loans to

associated associated Other
companies companies  investments Totat
£m £fm £m £m
{a) Group
Cost less provisions at 1st January 1995 118.3 305 45.4 194.2
Exchange adjustments 08 - (0.1) 0.7
Additions 28.3 - 0.4 28.7
Subsidiaries (sold) acquired (0.6) - 0.8 0.2
Disposalsfrepayments {0.6) (5.8) {40.3} (46.7)
Transfe[s 1o subsirdiaries 7 3.3 {0.1) 1.2 4.4
Cost less provisions at 31st December 1995 149.5 246 7.4 1816
-Share of post acquisition reserves of associated companies:
-Balarice at 1st January 1995 28.6 28.6
IExchange adjustments 0.5 0.5
Disposals (0.4) (0.4)
Eetained profit for the financial year 95 9.5
Transfers to subsidiaries _ 7 7 ) (0.9) {0.9)
Satance at 31st Dacember 1995 37.3 373
Sdiustment to cost in respact of net goodwill:
Salance at 1st January 1995 (44.2) {44.2)
—xchange adjustments 0.3 0.3
Sdditions (12.1) {12.1}
isposals 0.1 0.1
_ransfers to subsidiaries 7 {0.1) (0.1}
Balance at 31st December 1985 {56.0} {66.0)
Book value at 31st December 1995 130.8 246 7.4 162.8
=c0k value at 31st December 1994 102.7 305 454 178.6

“he share of post acquisition reserves attrioutable to Inchcape ple as at 31st Dacember 1995 is £35.0m (1994 - £26.6m).

Assoctated companies Other investmeants
1995 1994 1995 1994
£m £m £m £m

ook value includes:
listed on the London Stock Exchange - - - 39.1
listed on stock exchanges overseas 11.0 11.0 0.1 0.7
11.0 1.0 0.1 39.8
Market value 24.7 26.1 0.3 34.8
£m

-} Incheape plc

nares in subsidiaries
~ Tst January 1995 401.0
Jditions 43.7
444.7
wovision for the vear (101.2)

31st December 1995 3435
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1995 1984

- L - L . ) B _ - N Em_ o £rr!
{¢) Income from fixed asset investments:
Listed - 1.1
Unlisjcﬂi o - - L o 71 8.8
71 99
8 Net cprﬁren_t assg_t_s L ] i B i 7
1995 1994
o L o L - . - B ) B ) £m B frn
(a) Stocks
Raw materials and work in progress 309 19.7

10401 10924
1,071.0 1,112.1

Finished goods and merchandise

The replacement cost of stocks is not materially different from the amounts stated above.

Group Inchcape plo
1995 1994 1985 1994

£m fm £m £m

{b) Debtors
Amounts due within one year:
Trade debtors subject to limited recourse financing 3.0 3.4 - -

less: non-returnable amounts received (2.4} (2.5) - -

0.6 0.9 - -
Other trade debtors 983.3 1,016.2 - -
Net investrment in finance leases and hire purchase contracts 26.3 24.2 - -
Amounts owed by subsidiaries - - 497.5 182.2
Amounts owed by associated companies 7.0 316 - -
Deferred taxation asset — note 4b 35.6 12.8 21.4 16.3
Other debtors 149.6 107.9 0.3 0.€
Prepayments and accrued income 76.9 99.6 - -

1,2793 1,2932 519.2 199.1

Amounts due beyond one year:
Trade debtors subject to limited recourse financing 276 314 - -

less: non-returnable amounts received . N LR I 2 R
5.8 9.1 -
Net investments in finance leases and hire purchase contracts 47.3 44 .4 - .
Amounts owed by subsidiaries - - 562.7 350.
Amounts owed by associated companies 0.2 - - -
Pension fund surpluses resulting from acquisitions 16 31.6 -
Trade and otherdebtors . o a6 108 -
955 95.9 562.7 350.
Total debters 1,374.8 1,389  1,081.9 550.

Trade debtors subject to fimited recourse financing represent hire purchase debtors discounted with banks in the ordinary course of
business, subject to strictly limited recourse so that the majority of cash received by the Group on discounting is not returnable, and
which carry interest at variable rates. The returnable element of the proceeds is recorded as bank loans and overdrafts due within ant
after one year as appropriate. The Group will not make good any losses over and ahove the agreed recourse limit and the relevant
banks have confirmed their acceptance of this position in writing.
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8 Net current assets continued

Greup
1995 1994
£m £m
Net investment in finance leases and hire purchase contracts comprises:
Total amounts receivable 90.8 79.9
Less; interest allocated to future periods 117.2) {11.3)
73.6 68.6
Finance leases and hire purchase contracts:
Rentafs receivable during the year 40.0 338
Assets acquired during the year for onwards finance leasing 495 325
Group Inchcape plc
1995 1994 1995 1994
) - ) o £m £m £m £m
{c) Creditors — amounts falling due within one year:
Borrowings - see note 3bii) 442.9 527.8 - -
Other:
IPayments received on account 178.1 162.5 - -
Trade creditors 1,511.4 1,493.8 - -
=Amounts owed to subsidiaries - - 606.7 2.1
=“\mounts owed to associated companies 39 11.2 - -
—orporate taxation 27.2 303 - -~
Dther taxation and social security 54.7 62.3 15.2 19.8
nterim ordinary dividend - 31.0 - 31.0
—roposed final ordinary dividend 21.1 47.3 211 473
Dividends payable to minorities 59 4.8 - -
ther creditors 23.7 40.6 0.2 0.1
Aceruals and deferred income 216.2 208.0 1.2 1.1
2,0422 20918 644.4 101.4
“otal creditors falling due within one year 24851 2,6196 644.4 101.4
A Creditors ~ amounts falling due after one year:
) Group Incheape plg
1995 1994 1995 1934
£fm £ £m £m
~onvertible Subordinated Bonds Due 2008 125.0 1250 125.0 125.0
~Umulative redeemable preference shares 150.0 - - -
inance leases 17.7 30.0 - -
Jther borr_owings _ 7 139.3 27.1 a1 5.5
—tal borrowings and finance leases — see note 3blii) 432.0 182.1 129.1 130.56
-mounts owed to subsidiaries - - 6.7 -
et disposal proceeds of Toyota (GB) shares 30.0 30.0 - -
*ade and other creditors _ ) 585 50.9 - -
Dtal creditors falling due after more than one year 520.5 263.0 135.8 130.5

~ade and other creditors includes £nil (1994 — £1 1m} secured on land and buildings, specific stocks or by a floating charge on assets.

=t dispesal proceeds of Toyota (GB) represent cash received in advance for the sale of 26% of the company to Toyota Motor
—orporation in 1998,
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10 Provisions for liabilities and charges

Pensions and

other post-
retirement Exceptional

benefits operating Other

note 5} expenses provisions Total
o L o R L . . _£rn 7 £m B _£m _£m
Balance at 1st January 1995 14.6 - 949 109.5
Charged to profit and loss account 341 65.2 46.3 145.6
Subsidiaries acquired {including fair value) 0.6 - - 0.6
Utilised during the year:
- cash (31.1 (25.1) (39.6} {96.4}
— other (1.9} {10.7} (0.7} (13.3)
Disposals {1.M - - {11
Transfers - - 2.7 (2.7
Exchangeadjustments . .o s - 10 06
Balance at 31st December 1995 14.2 29.4 99.2 142.8

Other provisions at 31st December 1995 are mainly in respect of acquisition provisions {see note 13}, various staff costs, claims,
closure costs and warranties.

Group Inchcape plc

1995 1994 1995 1994
£m £m £m £m
Guarantees of subsidiaries’ borrowings - - - 8.6
Other guarantees mainly in respect of associated companies 39 39.0 - -

in addition to the above there were at 31st Decernber 1995 other contingent liabilities arising in the ordinary course of business.
These are not expected to give rise to any significant loss. The Group also has, in the ordinary course of business, commitments
under foreign exchange and interest rate instruments relating to the hedging of transactions, overseas earnings and interest
exposures.

Commitments for capital expenditure entered into and not provided for in these accounts are estimated at £15.7m (1994 — £10.5m)
and those authorised but not contracted for are estimated at £14.5m (1994 — £21.2m).

Inchcape ple has given guarantees in respect of various subsidiaries’ bank facilities totalling £326.0m at 31st December 1995
{1994 — £377.4m). The amounts shown above represent the amounts drawn against these facilities.

12 Dividends, minority interests and equity

Per share

1995 1994 1995 199
pence pence £m £

{a) Dividends
Interim — paid 29th December 1995 (1994 - 3rd January 1996) 6.0 8.0 318 3.0

Final - proposed — payable 1st July 1996 {1984 - 3rd July 1999) . 40 800 2T 47
10.0 15.0 52.9 78.:

interim Foreign Income Dividend enhancement _ L S £
115 15.0 60.8 78

Adjustments arising on scrip dividends are reflected in the reconciliation of movements in shareholders’ funds.

if approved at the Annual General Meeting the final ordinary dividend will be paid on 1st July 1996 to ordinary shareholders registerec
in the books of the Company at the close of business on 11th April 1996.
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12 Dividends, minority interests and equity continued

1995 1984

£m fm

{b} Minority interests
Paid or payable as dividends 11.8 9.4
Retained profit for the year 7 , - 43
11.8 13.7

{c} Substantial shareholdings

In accordance with the requirerments of the London Stock Exchange the following interests in the issusd ordinary shares of 25p each
of Inchcape plc are noted:
1st April 31st December

7 7 1996 1995
Prudential Portfolio Managers Limited 4.52% 4,16%
Toyota Motor Corporation 4.77% 4.77%
1995 1994
) o £m ] £m

Id) Profit for the financial year
Dealt with in the accounts of Inchcape plc {47.8) 89.4
Transfers {from) to reserves of subsidiaries (5.6) 52.4
Transfers to (from) reserves of associated companies 9.4 0.8)
{44.0) 141.0

Allotted, called-up

Authfrised o a_nd fulry paid
1995 1994 19395 1594
£m £m £m £m
we) Share capital
%) Summary
Drdinary shares — authorised 786,000,000 ordinary shares of 25p each (1994
"86.000,000 ordinary shares of 25p each} and issued and fully paid 527,973,092
=rdinary shares of 25p each (1994 - 526,309,250 ordinary shares of 25p each) 196.5 196.5 132.0 131.6
i} During the year the following ordinary shares of 25p each in Inchcape plc were issued:
Wnder the Inchcape SAYE Share Option Scheme 983,269
Ander the Inchcape Executive Share Option Scheme . 262,597
Bnder the Inchcape Overseas Executive Share Option Scheme 60,212
Mnder the scrip dividend scheme in lieu of 1994 final dividend in cash 357,764

1 aggregate shares to a nominal value of £0.4m were issued at a total consideration of £2.6m.
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(i} At 31st December 1995 options to subscribe for ordinary shares of 25p each in the Company under the Inchcape Executive Share
Option Scheme, the Inchcape Overseas Executive Share Option Scherne and Inchcape SAYE Share Option Scherme were outstanding

12 Dividends, minority interests and equity continued

as follows:
Ordinary shares Exercisable Option Ordinary shares Exercisable Option
of 25p each until price of 25p each until price
Executive Share Option Scheme SAYE Share Option Scheme
28,098 8th June 1997 159.01p 25,642 1st January 1996 186.58p
205,872 3rd June 1998 162.08p 409,100 1st June 1896 158.31p
30,672 20th October 1998 186.58p 144,168 1st January 1997 261.02p
68,000 18th May 1999 238.40p 369,953 30th May 1997 285.62p
21,224 11th May 2000 239.35p 218,944 1st January 1998 406.00p
63,674 21st November 2000 222.38p 683,299 1st June 1998 339.00p
148,938 29th May 2001 311.91p 177,471 1st December 1998 470.00p
38,521 22nd November 2001 362.79p 198,849 1st June 1999 428.00p
1,158,600 22nd May 2002 507.00p 152,161 1st January 2000 441.00p
135,200 22nd May 2002 515.00p 400,631 1st June 2000 343.001
441,200 9th June 2003 585.00p 2,744,460 1st February 2001 250.00¢
148,700 21st October 2003 527.00p
68,100 30th Cctober 2003 468.00p
719,700 28th April 2004 551.00p
1,188,500 27th April 2005 312.00p
400,100 18th May 2005 312.00p
9,800 9th Novernber 2005 301.00p
Overseas Executive Share Option Scheme SAYE Share Option Scheme {Hogg Group PLC)*
53,062 18th May 1999 238.40p 18,693 1st March 1986 258.00
10,000 16th November 1999 233.69p 6,408 1st April 1997 351.00;
74,284 11th May 2000 239.35p 55,161 15t May 1997 187.00
61,552 21st November 2000 222.38p 172,110 1st June 1898 406.00)
107,181 29th May 2001 311.91p
28,759 22nd November 2001 362.79p
489,200 22nd May 2002 507.00p
1,005,100 30th October 2002 468.00p
196,200 9th June 2003 586.00p
567,000 21st October 2003 527.00p
1,033,100 28th April 2004 551.00p
1,017,600 27th April 2005 312.00p
52,400 9th November 2005 301.00p

Note: On the acquisition of Hogg Group PLC by the Company, options held under the Hogg Group PLC Sharesave Scheme were
replaced by equivalent options over the Company’s shares.

*
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12 Dividends, minority interests and equity continued

Share Specil Non Profit
prernium capital  distriputable Revaluation and loss  Goodwill on
account reserve reserve reserve account  consolidation
£m £fm £m £m £m £m
{f) Reserves
(i) Group
Balance at 1st January 1995 103.4 365.4 171.7 6949 (834.6)
Exchange adjustments - - 1.3 {0.9) 3.6
Premium on ordinary shares issuad 2.2 - - - -
Serip dividend adjustment - - - 1.1 -
Goodwill on acquisitions - note 13 - - - - (40.9)
Goodwill recognised in the profit and loss account
in respect of disposals - - - - 48.6
Transfer to profit and loss account - {3665.4) - 365.4 -
Transfers on realisation of property surpluses - - (23.5) 235 -
Retained loss for the year - - - (104.8) -
Balance at 31st Dacember 1995 105.6 - 149.5 979.2 (823.3)
(ii) Inchcape plc
Balance at 1st January 1995 103.4 56.2 3654 93.5
Premium on ordinary shares issued 22 - - -
“Scrip dividend adjustment - - - 1.1
Transfers to profit and loss account - (56.2) (365.4) 421.6
Retained loss for the year - - - {108.6)
Salance at 31st December 1995 105.6 - -

-The Group profit and loss account includes £653.8m {1994 - £522 9m) in res
Dverseas which, if distributed as dividends, would involve liabilities to additio
Jouble taxation relief and, in certain territories, additional overseas taxation.
Dperating overseas are in the main permanently employed in the business a
“leferred tax has been provided thereon. Remittances from certain territorie

407.6

pect of subsidiaries and associated companies operating
ral United Kingdom taxation as reduced by appropriate
The funds representing the reserves of subsidiaries

nd are unlikely to be distributed as dividends and no

s in which subsidiaries and associated companies operate

equire the permission of the relavant exchange controf authorities.

—evaluation reserve includes other non-distributable reserves of £63.0m (1984 - £62.7m). Goodwill on consolidation is after writing
off £56.2m against a special capital reserve in 1988, This special capital reserve which was created from share premium has now
=een transferred to the profit and loss account as all the necessary conditions have been met. The non distributabie reserve, whilst
=gally distributable, has previously been described as non distributable pending clarification of generally accepted accounting practice
1 this area. Following the introduction of FRSA4, Capital Instruments, and a further review the Directors now consider that generally

ccepted accounting practice does not require the reserve to be treated as non distributable. The reserve has therefore been
=classified to the profit and loss account.
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Notes to the accounts contii 1

{a) Principal acquisitions, investments and disposals
Acquisitions

January Timberland (100%) - Far East, South East Asia and Australasia
October CECAR (additional 6%) — French associate company

Disposals
June  Buying Services
June  Gestetner investment

In addition, the Group disposed of its interests in a number of

Consideration
£m

16.1
9.8

335
213

Business Machines operations to a newly formed associated company,

Inchcape NRG, which also acquired similar businesses from Gestetner. The information below includes both the disposal by the Group

and the acquisition by Inchcape NRG.

{b) Goodwill
(i} Subsidiaries L
As acquired
company's
accounting records Revaluation
£m
Fixed assets -~ tangible assets 35 {0.2)
— investments 0.4 -
Stocks 6.7 {3.5)
Debtors 6.9 -
Cash at bank 15 -
Borrowings {5.9) -
Other creditors and provisions (4.7} (0.4}
Minority interests in existing subsidiaries (0.6) -
7.8 (4.1}

£m

Accounting
policy
alignment

Fair value of consideration

Total gocdwill

£m

Fair value 10
the Group
£m
33
0.4

Following the completion of the fair value exercise in respect of ihe prior year acquisition of Hogg Group, the net assets have

decreased by £10.3m, which has been reflected as additional goodwill.

In accordance with FRS7, the Group, where necessary. makes provisional valuations of fair values, and then
required in the financial statements for the first full financial year following the acquisition.

(i} Associated companies

Share of net tangible assets 16.2 - -
Faiﬂlqﬂf (_:onsicﬂat_ion o L .

Goodwill

{iii} Total acquisitions are split by business stream as follows: L L

Fair value

Fair value of  of net assets

cansideration acquired

B S e . Em_ fm

Marketing 34.3 201
Services:

insurance 14.4 -

Shipping 1.7 (0.4)

Tesng I . 07

51.0 204

insurance — Hogg Group adjustment e T (10.3)

51.0 10.1

effects any adjustments
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13 Acquisitions and disposals continued

Released to
Balance Currency Utilised in profit and Balance
1185  realignment year Transfers  loss account 31.12.95
£m £fm £m £in £m £m
{ivl Movements on acquisition provisions
Prior year acquisitions 44.6 {0.1) (20.8) 4.1 (0.9) 26.9

(v} Exceptional items
The net loss on disposat of operations of £22.4m includes the write off of goodwill of £32.7m, the loss on partial disposal of operations

of £17.4m includes the write off of £2.2m and the provision for loss on operations to be discontinued of £37.9m includes a provision
of £33.7m against goodwill.

1995 1994
Acquisiti Disposals  Acquisitions  Disposals
£m £m £m £m
{c) Cash flow
Net assets acquired (disposed of} on acquisition (sale) of shares in subsidiaries
Fixed assets and fixed asset investments (including Group share of associated
companies’ net assets) 4.2 (12.0) 38.1 (62.7)
Stocks 3.2 {25.7) 13.4 (2.2
Debtors 8.4 {40.6} 253.6 (21.5)
Cash and cash equivalents {4.1) {2.1) 438 (8.8)
Loans and finance leases {0.3) - {7.7) 34.0
Other creditors and provisions including fair value (6.6) 49.6 (329.0) 29.4
Minority shareholders’ interests (0.6) - 1.4} -
Goodwill 18.5 194.8
Profit on disposal {20.0) (14.6)
Consideration payable (receivable) 227 (50.8) 205.6 (46.4)
Satisfied by:
Cash paid (received} 226 {32.8) 196.7 {45.7}
Deferred consideration payable (receivable} 0.1 {18.0) 3.4 (0.7
Issue of variable unsecured loan notes - 5.5
227 {50.8) 2056 (46.4)

Subsidiaries acquired during the year reduced the Group's net cash inflow from operating activities by £9.2m and utilised £2.4m for
investing activities.

Subsidiaries sold during the year contributed £9.7m to the Group's net cash inflow from operating activities, received £0.3m in
respect of returns on investment and servicing of finance, received tax refunds of £1.3m and utilised £2.3m for investing activities.

£m
Analysis of the net inflow of cash and cash equivalents in respect of the sale of subsidiaries
Cash consideration received (including receipts from purchasers outstanding at 31st December 1994} 365
Qgsh and cash equivalents of subsidiaries sold (2.1}
Net inflow of cash and cash equivalents in respect of the sale of subsidiaries 34.4
Analysis of the net outflow of cash and cash equivalents in respect of the purchase of subsidiaries
Cash consideration paid (including payments to vendors cutstanding at 31st December 1994) 25.7
Cagh and cash equiyalents of subsidiaries acquired 4.1

Net outflow of cash and cash equivalents in respect of the purchase of subsidiaries 29.8
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Notes to the accounts continued

14 Principal subsidiary and associated companies and investments

(a} Principal Subsidiary Companies

United Kingdom and Continental Europe

United Kingdom

Bain Hogg Limited and

Bain Hogg International Limited
Insurance Services

Inchcape Motors International pic
Holding company for the Group's
‘European and Australian non-Toyota
Maotors companies

Inchcape Shipping Services (Europe)
Limited

Holding company for the Group's
Eurcpean and African Shipping Services
companies

Ear East and §outh E_a_ﬂ _Asiaﬂ

Hong Kong

inchcape Pacific Limited

Holding company whose subsidianies’
main activities are Motors, Marketing and
Shipping Services

Crown Motors Limited
Motors

JDH Company Limited
Marketing

Mazda Motors {Hong Kong) Limited
Motors

Middle East o

Gray Mackenzie & Company Limited {United Kingdorn} an

Inchcape Testing Services Limited
Holding cormpany for the Group's worid-
wide Testing Services companies

Towergate Automotive Limited
Motors Import and Distribution

Toyota (GB) Limited (756%)
Mictors Import & Distribution

Wadham Kenning Motor Group Limited
Motors Retall

Singapore

Inchcape Berhad (63%!}

Publicly quoted company whosa
subsidiaries’ main activities are Motors,
Marketing and Shipping Services

Borneo Mators (Singapore) Pte Limited
B3%)
Motors

Japan

Inchcape Marketing Services {Japan)
Limited

Marketing

Inchcape Shipping Services (Japan) KK
Shipping Services

Belgium
Toyota Belgium NV/SA
Motors Import & Distribution

France
France Motors SARL (85%)
Motors Import & Distribution

Greece
Toyota Hellas SA
wiotors Import & Distribution

Malaysia

Inchcape Timuran Bhd (49%)

Publicly guoted company whaose
subsidiaries’ main activities are Marketing
and Shipping Services

Thailand
Inchcape Consumer Marketing Ltd
Marketing

Inchcape Engineering Ltd
Marketing

d Spinneys 1248 Ltd {United Kingdom)

Hoiding companies for the Group’s Middle =ast Motors Import & Distribution, Marketing and Shipping Services businesses

The Americas

USA

Inchcape Inc

Holding company for, inter alia, Testing
Services companies

Austra!ggia

Australia
Subaru (Aust.) Pty Limited
Motors Impor: & Distribution

SS Acquisition Corporation
Holding company for Shipping Services
compantes

TKM Automotive Australia Pty Limited
Motors Import & Distribution

Chile

Williamson Balfour SA

Holding company whose subsidiaries’
main activities are Motors Import &
Distribution, Marketing and Testing

Caldbeck MacGregor {Australia) Limited
Marketing
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14 Principal subsidiary and associated companies and investments continued

{b) Principal Associated Companies and investments
% Shareholding

United Kingdom and Continental Europe

United Kingdom
MEVC Finance Limited 25
Contrac: hire

MCL Group Limited 40
hotors import & Distrbution

TGB Finance Limited 375
Motars finance

France
CECAR SA 33.1
Insurance Services

Inchcape Finance SA 49
Miotors fimance

Far East

Hong Kong
Inchroy Credit Corporation 50
Motors finance

Inchcape NRG Limited (United Kingdom) 50
Marketing

Middle East

Abu Dhabi
Gray MacKenzie & Partners (Abu Dhabi} LLC
Marketing a~d Shipning Servces

Spinneys (Abu Dhabi) LLC
Merketing

Bahrain
Bahrain Maritime & Mercantile International BSC
Marketing and Shinping Services

Dubai

Gray Mackenzie & Partners {Central Emirates)
Private Limited

Marketing ard Shupping Services

Spinneys (Dubai) LLC
Marketing

% Shareholding

49

49

48

49

49

Notes on {a) and (b} above: The Group comprises a large number of companies and it is not practicat to include all of them in the
Accounts, therefore only those companies which principally affect profit or assets are included. All companies operate mainly in the
countries in which they are incorporated and are owned 100% except where shown.

Inchcape Timuran is consolidated as a subsidiary since the Group exercises dominant control.

All holdings represent the ultimate interest of Inchcape plc in ordinary shares, except in respect of Inchroy where there are also

heldings of non-voting deferred shares,

15 Foreign currency translation

“The main exchange rates used for the translation purposes (other than those subject to hedging activities or fixed contractual rates) are

2 s follows:

BJS Dollar
_Japanese Yen
Hong Kong Dollar
=Australian Doliar
=Singapore Dollar
IMalaysian Ringitt
“rench Frang
=3elgian Franc

Average rates

1995 1994 31.12.95
1.59 1.54 1.55

148 157 160
12.3 1.9 12.0
2.15 2.10 2.09
2.25 234 2.20
3.98 4.03 3.94
7.86 8.48 7.59
46.5 51.1 457

Year end rates

31.12.84

1.56

156
12.1
2.02
2.28
4.00
8.35
49.8
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Five year record

Year Year Year Year Year
ended ended ended ended ended
311295 31.12.94 31.12.93 31.12.92 31.12.91
Profit and loss account £m £m £m fm £m
TJurnover 62959 6,016 58769 50367 3,642.9
Operating profit
— continuing operations 182.3 246.6 2529 235.1 170.2
- disconftinued operations ._2.8 14.1 267 260 17.0
185.1 260.7 279.6 261.1 187.2
Exceptional operating expenses L (65.2) - - - -
Total operating profit 119.9 260.7 279.6 261.1 187.2
Net interest - (3@._?:) (391} ] E7.2) o £1 ) _ (@E}
Headline profit before taxation 81.6 230.6 252.4 249.0 180.3
Profit {loss) on sale of properties and investments 17.7 (4.3 10.¢ 3.2 49
Other exceptional items {8;@) _ﬂ 77777 81 2.1 1_0_6
Profit hefore taxation (FRS 3) 17.4 228.4 271.4 250.1 195.8
Taxation o _lae8) (87 _ {795 (808 633
(Loss) profit after taxation (32.2) 154.7 191.9 169.3 132.5
Minority interests - o ___(l 'I_.8) 77(7173._7_) __(113@) i a4 (11.9)
{Loss) profit for the financial year (44.0} 141.0 176.3 165.2 120.8
Dividends - i ) {60.8) (7§._§‘_) L (77.3) ) {77.1) 7777(1475;9)
Retained (loss) profit for the financial year (104.8) 62.7 99.0 78.1 756
Headline profit for the financial year before taxation 146.8* 230.6 252.4 249.0 180.3
Profit for the financial year {Headline} 739 139.1 1568.2 156.0 104.6
Average number of shares in issue {millions) 527.5 526.0 520.4 501.2 403.3
Earnings (loss) per ordinary share:
Headline 14.0p* 26.4p 30.4p 31.1p 25.9p
FRS3 (8.3)p 26.8p 33.9p 31.0p 29.9p
Dividends per ordinary share 11.5p** 16.0p 14.8p 13.75p 11.75p
As at As at As at As at As at
31.12.95 31.12.94 31.12.93 31.12.92 3112
Balance sheet - B . #m fm Cfm Em  fm
Fixed assets 753.1 8122 854.7 710.3 426.9
Other assets less liabilities o 22_3 - 2190 _21{;& ] _ESZ_1 - 103.0
9254 1,031.2 1,069.7 877.4 529.9
Funds held on behalf of third parties 199.1 179.5 108.7 87.0 a3.1
Other net borrowings (463.0)  (462.1) (303.1) (2288) (70.7)
Net assets 661.5 748.6 872.3 735.6 552.3
Shareholders’ funds 543.0 632.4 764.6 642.3 474.0
Minority interests o ___1_18.5 ,,,,,1,15_'?'_ 1917 _ __933 B 78_3
661.5 748.6 872.3 735.6 552.3

* Exceptional operating expenses of £65.2m were charged against profit contributing an 11.4p loss in earnings per ordinary share.

** Ineludes 1.5p Foreign Income Dividend enhancement.
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Financial ratios

1995 1994 1993 1992 1991
-Operating margin = Operating profit {A) % 2.1 3.4 3.7 4.2 4.4
Turnover
IReturn on capital employed = Total operating profit {A) % 19.0 246 258 26.9 335
Capital employed (B)
ICapital gearing = Net borrowings (note 3b (i) % 70.0 61.7 347 31.1 12.8
Net assets
Fixed charge cover = Total operating profit (&) before
charging lease rentals times 24 2.9 3.1 3.9 4.0
Net interest plus lease rentals (C)
nterest cover = Total operating profit (A) times 4.8 8.7 10.3 216 27.2
Net interest
Jividend cover = Headline earnings (A} per share
{note 2¢) times 1.4 1.8 2.1 2.3 22
Dividends per share (D)
-A) Before exceptional operating expenses.
) Capital employed = Net assets after adding back net borrowings as balance sheet per note 3bli) and interest bearing

creditors per note 1f{ii).

") Net lease rentals

Charges for hire of plant, machinery and equipment plus other operating lease rentals payable,
less rentals receivable from operating leases per note 2a.

) Excludes Foreign Income Dividend enhancement.
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Shareholder information

Financial calendar

Ex-dividend date for 1995 final dividend
Record date for 1995 final dividend
Annual General Meeting

Final 1995 ordinary dividend payable
Announcement of 1996 half year results

1st April 1996

11th April 1996

21st May 1996

1st July 1996

23rd September 1996

Inchcape PEPS
The Company has two established PEPs,
the Inchcape General PEP and the

inchcape Single Company PEP. Both PEPs

are administered by Bradford & Bingley
{PEPs) Limited and are dedicated 10
Inchcape ple Ordinary Shares. A brochure
and application form are available from:
Group Secretarial Department

St James's House

23 King Strest

London SW1Y 6QY

UK Tax on Capital Gains

For Capital Gains Tax purposes, the
market value of the Company’s Crdinary
Shares on 31st March 1982, adjusted for
the subdivision of shares in 1288 and the
rights issue on 10th December 1991,
{excluding scrip dividend options) and
indexed up to 31st December 1895, is
194.7 pence.

Registrar

Barclays Registrars

Bourne House, 34 Beckenham Road
Beckenham, Kent BR3 4TU

Tel: (44} 181 650 4866

Secretary and registered office
Roy Charles Williams

St James's House, 23 King Street
London SW1Y 6QY

Registered in England No. 608782
Tel: (44) 171 321 0110

Fax: {(44) 171 321 0604

Business stream Executives

Motors

Inchcape Toyota Motors
Trevor Taylor, Chief Executive
Tel: (44) 1737 768585

Fax: (44) 1737 771728

Inchcape Motors International
Peter Johnson, Chief Executive
Tel: (44) 1784 460000

Fax: (44) 1784 460046

Marketing

Andrew Curnmins

Group Director, Strategic Development
Fax: {44) 171 930 7807

Services

Inchcape Insurance Services
Ron Forrest, Chief Executive
Tel: (44) 171 680 4000

Fax: (44) 171 301 4007

Inchcape Shipping Services
Simon Morse, Chief Executive
Tel; (44) 171 638 7799

Fax: (44) 171 588 3573

Inchcape Testing Services
Richard Nelson, Chief Executive
Tel: (44) 171 321 0110

Fax: 144) 171 321 0348

Solicitors
Slaughter and May
Auditors
Coopers & Lybrand

Chartered Accountants and
Registered Auditors

Merchant Bankers
Baring Brothers International Limited

Stockbrokers
SBC Warburg
A division of Swiss Bank Corporation

The following executives are responsible
for the Group's staff functions

Finance
Rod O'Donoghue
Group Finance Director

Martyn Smith
Group Financial Control
Director

James Long
Group Corporate Finance
Director

John Way
Group Audit Director

Strategic Development
Andrew Curmmins
Group Director, $trategic Development

John Whiteman
Group Planning Development Director

Human Resources

Bob Goodall

Group Human Resources
Director

Corporate Affairs

Paul Barber

Group Corporate Affairs
Director

Secretarial and Legal
Roy Williams
Group Company Secretary



