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1 Inchcape ple Key messages and financial highlights
i L o Pireions  KEFwT
Key messages [Pss =S
v 1998 — a year of transition

Disposals of Bottling, Marketing Asia-Pacific and Shipping agreed

Remaining divestments to be completed in 1999

-

Substantial return of cash 1o be made to sharehclders

Motors operating profits affected by

— economic downturn in Asia and South America
— strong steriing

— reduction in the shareholding in Toyota (GB)

3 . . . .

z *

) Financial highlights

b

j Turnover including associates and joint ventures £m Headline profit before taxation*** £m

)

3 1998 0000 5506.4 1998 0000 106.1

g . 1997 : . 6051.7 1897 163.8

3 1996 o 6475.7 1996 152.5

:J Qperating profit by activity** £m 1593 Headline earnings per share*** p

g Motors QOOCOOYD 1159 1998 Q00 8.4

. Marketing Q0 216 1997 18.0
Battling South America QO 22.7 1996 16.5
Office Automation (o] 5.8
Shipping ] 6.1

Dividends per share**** p

Operating profit by region** £m 1998 1998 CO000000 11.2
i 1997 L R 11.0
Europe | 0000000 533 1996 A 10.5
Far East [elolslele] 36.2 .
South East Asia’ Q00 20.4
_ Middle East 00 .. 158
The Americas 0000 26.9

Rest of the World o000 19.5

- * cémparatives have been a&justed to éhow
resuits as if Inchcape had owned only its current
49% share of Toyota (GBI in 1997 and 1996

** profit.is total operating. profit hefore operating .
. exceptional items, excluding discontinued . .
operations {loss of £21.4m) and central costs (£15.5m}

defined in note 2e 'of the financial statements

#*#% hefore Forgign Income Dividend enhancement




2 Incheape plc The divestment programme

Making the transition

In March 1998 we announced that Inchcape would focus the
Group on its international Motors operations by disposing of all its
non-Motors interests. Since then we have agreed four out of six
transactions necessary to achieve this goal and expect that the
programme will be largely complete by 30 June 1999,

As a result of these actions we anticipate making a substantial
cash return to shareholders in 1999.

Progress of the divestment programme

Business stream Action

Bottling Sold to The Coca-Cola Company for US$87m
Russia

Bottling Sale to Embotelladora Arica SA (‘Arica’) agreed
South America for US$750m subject to the approval of

Inchcape’s shareholders and the completion
by Arica of its financing arrangements

Marketing Sale to Li & Fung Distribution agreed for £93m
Asia-Pacific {excluding the Timberland business — a separate
announcement will be made in due course)

Shipping Sale to Electra Fieming agreed for up to £47.5m

Outstanding disposals

Marketing Inchcape is currently in negotiations to sell
Middie East and these businesses
Office Automation

Impact on the 1998 Accounts

The results for 1998 include the losses arising on the disposals
of Bottling Russia and Marketing Asia-Pacific,
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3 Inchcape plc The divest

ment programme

Inchcape in the future
Once the divestment programme is complete, inchcape will
become a Motors-only group. [t will continue to be listed on
the London Stock Exchange as inchcape pic.

Inchcape is the world’s largest independent importer and
distributor of motor-vehicles. Its Motors operations also include
stand-alone retatl, primarily in the UK, and financial services
including consumer and dealer finance and insurance

and warranty products.
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Motors activities

4 Inchcape plc

Motors role and activities

Import & Distribution

— brand representation and development
— jogistics and supply chain management
— dealer network management

— after-sales support

Retail

~ retailing of new and used cars
- after-sales operations

— provision of finance options

Financial Services

— financial products tc dealers and retall customers
— leasing

— fleet management
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The Americas

Qur representation of BMW in
Chile and Peru has been
extended to cover the whole
BMW group, with the addition in
1998 of the Land Rover and Rover
franchises. These operations
integrate import and distribution
with retail. We also represent
Ford in Ecuador and Peru. In
addition, we represent New
Holland and John Deere in Chile
000088 and Peru respectively.
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Inchcape plc Motors activities

International presence

Motors operations.

In 1998, the Group's total sales volume was over 360,000
vehicles. Of these, 180,000 were scld through Inchcape's

Import & Distribution pusinesses; 124,000 through the two
UK associate companies, Toyota (GB) and MCL Group Ltd;

and 58,000 vehicles were sold through the stand-alone
Retail operations.

At the end of December 1998, Inchcape operated in 30 markets
around the globe, representing 12 major car manufacturers.
Worldwide, Inchcape employs more than 12,000 people In its

O

B O L Zurope

Q¢  Inthe UK we import and distribute oC

K)C O Toyota, Mazda, Chryster Jaep, 2

O C . paihatsu and Ferrari and have o olelelele]

552 O C < over 50 stand-alone retail o0 folololelele] 2

OO C L dealerships. We represent Mazda (@] jsleBNelelalelololololalololale] oQ

“DL/L in France and Finland, Toyotain QQQ Lo ioleletolelolelelolololeloalolololalsiolololololole)

I O C C Greece and Toyota and Ferrari lololololele iolelolalelalolalelololalelelololalalolelelololalelalelololololol el o)

OOCmBelguum CO000Q OCQOCOOOCOCOOOCOOOOLLLCOOOCCOCO0CCOOQOCCCO
00 ielel o lelololololelolololololololelelslislolololololelololololotiolololololololololslololo e
')OC‘ foleleliololelelololelolotiolololelololoalaleiolololelolololelololololololalolalolelo]al o]

:'30‘5' jelele] lolelolelelalelololololulalalolalolololololelalololololelololalelel o

g0C 0 OC QOOQOOCODCLOCOOOCOCTLVOCOOOCOOCT 20

g0 00 lelolelelolelolelelelelolelolololslolel alololaielalololotolole Lelel

E20 G + I olo BN olelolvielelolclelololeloielololelolelolololololalelelelslololelolel alel telel

J00C elolelelelololelelololelololol olololalelolololalololololololelololelalole
i ¢ 00000 COCCOCCOOCLCOCOCCOROO00CO00L0LLO00
000CCO00 COCOC OOQCOOCOOOOCROCOLO0O000 ©
2C0 O Q0OC OC COOCOCOLOOOO0OCCOO000 ©
000 CC 00 COOCO O0OO0QOO0COOCOCCOO0C0 o
jele] CCOOOCOCCOO0C00000CO0000000 © Q0
CQ00CCO000 T 00

CCoO (ololelelelelelololelalale]

CROQOCOCOOC COOOOCCOQOOCLOOOOLLOOOOCCQTO Far East
elelelololololololelelaloalolole] OOOOOOOOOOOOOOOOOO tn Hong Kong we run integrated
IROCOOCOCO000 000 iolelolelololelolelolsalolalalale] import, distribution and retail
L RDQOOOCOC0000C 00000 jololelalslalelelalelels) operations for Toyota, Mazda,

j islelalelalelelolelololes BEelelsls] lololelel telele (o] Peugeot, Jaguar, Land
) » ,‘OOOOOOOOOOOO o0 QQQ [alale] ] Q Rover/Rover and Roils-Royce.
J 20000000000 C00 e (elole) Q We also represent Toyota in
3 OOOOOOOOOOOOOOOOOO o] lelalel oG Saipan and Guam, whilst in
J ‘Oe . OOOOOOOOOOOOOOOO o o] Japan we represent Peugeot.
J DO OO (elelololelelelelelelole O QcC
> o M . lolelolelelolelels o CO
) (elelelelolelolole] C CC O0 ©
) (elolelalolalels) o] o lolale]
J QOQCCOO0O 000 co o]
; (olelelolslolals] L&)
i OCOCO00OCO £ SouthEastAsia 00 O
! OOCQCOOCC OO We run integrated import, iolelolelele]
7 lalelelolele] {0 . distribution and retail operations 000000
) QOCO0C 0O for Toyota in Singapore and Q000000000
3 [elolele]e] (o) Brunei. In Singapore we.also 00000000000
B elelelele] reprasent Suzuki. 00000000000
5 850 - c00 o 0060000000
b o0 Rest of Warld Q00
] In Australia we represent Subaru, 000
- Volkswagen, Jagnar and Peugeot, (o]
2 and.in. New. Zealand, Peugeot and Q QO
2 Subaru. We also represent Toyota Q0
in Ethiopia and Mazda in Oman. (o}
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Incheape ple

Chairman’s statement

Chairman’s statement

Comane

Strategy updale

Since we announced our strategy 1o focus
Incheape entirely on ils international Motors
operations, the economic environment has
changed substantially. Nevertheless, we have
now agreed lour oul of six major disposals
and believe thal the divestment programme
has so far produced a very satislactory
outcome for shareholders, given eurrent
lrading conditions.

We announced on 5 October 1998 thal we had
finalised the sale of our Russian Bottling
husiness 1o The Coca-Cola Company for
US$87m. Although this was much lower than
the outline agreement we announced at the
time of our interim slatement, the collapse of
the Russian economy at the end of August led
lo a rapid increase in trading losses and vour
Board decided it was in the best interests of
shareholders to cap Incheape’s exposure as
quickly as possible. From 1 January 1998 10
disposal this business made operating losses
of £22.0m.

Miarkaeing Asio Pacii

Having investigated the various disposal
options for the Marketing Asia-Pacific business
in greater detail, we decided that i1 should be
handled separately from the Marketing
Middle East business and that a sale, rather
than a demerger, was the best way to realise
rafue for our shareholders. On 8 January 1999
we announced the sale of the Asia-Pacific
business for a cash consideration of £95m o
Li & Fung Distribution, a Hong Kong based
private investor group. The transaction is

1

R

expecled to be completed i April 1999, The
write-downs arising [rom this transaction are
included in the financial stalements.

lacheape’s regionat Timberland business is
not included in the sale and separate
discussions are being held with The
Timberland Company. An announcement of
the outcome of those discussions will he made
al the appropriale time.

I 1898 1otal operating profits from Marketing
Asia-Pacilic amounted 1o £9.4m.

On 1 February 1999 we were pleased to
announce an agreement lo sell our Chilean
and Peruvian botiling inlerests to
Embotelladora Arica SA (*Arica’) for US$750m
in cash. The transaction is expected to complete
during May 1999, subject 1o the approval of
Incheape’s shareholders and the completion
by Arica of'its {inancing arrangements. Your
Board believes this is an excellent outcome for
shareholders. Further details will be included
in the circular to be sent to shareholders
convening the Lxtraordinary General Meeting
required lo approve the sale. In 1998 operating
profits from these husinesses amounted to
£22.7m.

ipping

On 8 February 1999 we announced an agreement
Lo sell Incheape Shipping Services to Llectra
Fleming, the London based venture capital
firm, for up to £47.5m. This transaction is
expected to be compieled on 51 March 1999,
In 1998 the business made operating profits

of £6.1m.




Inchcape ple

Chairman’s statement

* the divestment

programme has so

far produced a very

satistactory outcome

for shareholders...

¥We are currently in negotiations to sell our
interests in Marketing Middle East and Office
Automation and will make lurther
announcements in due course. in 1998
Inchceape’s share of operating profits from
Marketing Middle Kast was £12.2m and from
Office Automation was £35.8mm.

[n the interim statcment we indicated it was
likely that shareholders will receive a
substantial cash return {from the disposals in
1999, Details will be included in the circular
lo he sent to sharcholders regarding the South
American Bottling transaction.

1998 review and prospects

Headline profit hefore tax fell from £184.1m
to £106.1m and Headline earnings per share
from 19.3p to 8.4p. After exceptionai charges
principally relaling to disposals and a
goodwill write-off in Motors, the loss per
share was 69.1p.

The comparative numbers for 1997 include
Tovota (GB) on a consolidated basis. Had
Incheape ovwned only its current 49% share in
1997, then operating profits in Motors Import
& Distribution and Motors Financial Services
would have heen £14.6m and £4.5m lower
respectively and Headline earnings per share
would have been t8.0p.

In addition, Headline profit before tax was
reduced by a substantially higher interest
charge on an increased level of debt,
weakness in Asian, South American and

r

Russian markels and (ranslation at higher
sterling exchange rales. These factors more
than outweighed a strong performance from
the Motors Import & Distribulion businesses
in Europe and susiralasia

[Headline carnings were also affected by a
temporary {nerease in the Group's tax charge
L0 32.0% (1997 - 3+.3%), mainly due to
unrelieved losses.

In the review that follows, the operating profit
comparalives have been adjusted for the
reduction in the Toyota (GB) sharcholding.

Sinleis

Motors achieved a creditable performance
despite difficult conditions in several major
marlkets. Operating profits lell 12% to
£015.9m but nearly half the decline was due
to the translation of profits at higher sterling
exchange rates. Motors operating profits in
Asia reached £40.5m (1997 - £57.8m), despite
the economic slowdown in the region,
amounting to 35% of the total, compared to
449% in 1997.

Import & Distribution - the Import &
Distribution husinesses, which accounted for
nearly 80% of Motors operating profits,
recorded a 79 fail in profits to £90.9m but
profits would have been down only 1% at
constant exchange rates. Particularly strong
performartces from the Toyota and Mazda
franchises in Continental Europe and Subaru
in Australasia helped to counteract the
downturn in Asia and South America,
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Inchcape ple

Chairman’s statement

Retail - we continued our previously
announced programme of investment in new
and existing facilities in the UK, whilst exiting
underperforming deaterships. The
refurhishment programme, which will be
completed hy mid-1999, caused some
operational disruption. This was the main
factor in the profit fall from £12.2m to £8.53m.

Financial Services — lthere was an increased
contribugion {rom many of our financial
products businesses in Europe and Australasia
but this was more than offset by the downturn
in Asia. Profits fell to £16.7m from £22.1m.

Exceptional items

The £403.7m of exceptional items are
predominantiy non-cash. They mainly relate
to goodwill and Lo reductions in the value of
assets being disposed. In 1998 there were
some cash outflows related to the Marketing
restructuring programme but these were fully
offset by inflows as a result of reductions in
related working capital. In addition, we
received the proceeds from the disposal of
Russian Botiling. For 1999 and beyond, only
some £10m of the costs will give rise 1o cash
outflows and these are more than offset by
directly related cash inflows from the
associated disposals.

L4

The main item in the exceptionals is a write-off
of goodwill relating to previous acquisitions
amounting to £18%.7m, of which an operating
exceptional of £124.7m arose from a change in
accounting practice. In addition, the imminent
disposal of cur Marketing Asia-Pacific business
has caused us to write down the value of
tangible assets in that business by £140.3m

and the disposal of our Russian Bottling
business gave rise Lo & loss of £43.2m. We also
charged costs of £10.61m in relation to the Group
restructuring programme.

fncheape crployees

On behalf of the Board 1 thank all the present
and former employees of Inchceape for their
contribution and their comtinued professionalism
and dedication in what has been a difficult
environment during the last vear. Wherever
possible we have arranged for the transfer

of management and employees of divested
husinesses to the new owners.

Board changes

1 am pleased to welcome Alan Ferguson as
Group Finance Director. Alan joined the
Board as an executive Director on 1 January
1999 having worked for Inchcape in a numbher
of posts since 1983. He became Finance
Director of Inchcape Motors International in
1995 and will succeed Les Culien as Group
Finance Director on 9 March 1999.

Aswe announced in March 1998, Philip Cushing,
Group Chief Executive, Les Cullen and 1, are
responsible for leading and implementing the
disposal programme. As expected, this
programme will be largely complete by

30 June 1999 and at that point Philip Cushing
and Les Cullen will be leaving the Beard and
the Group. Peter Johnson and Trevor Taylor,
who are currently executive Direclors and
responsible for operational management of
the Motors business, will then become Group
Chief Executive and executive Deputy
Chairman respectively.




Chairman’s statement

I pay a special tribute to Philip Cushing tor all
he has done to develop and focus the Group
since he joined in 1990 and particularly for his
lead role in the disposal programme since
early last year. [ am also grateful to Les
Cullen, who joined in 1997, for quickly
bringing his broad international and
commercial experience to bear on the issues
facing the Group and for his strong support

of our efforts.

Prospeels

By 30 June 1999 we expect that the break-ap
of the Group will be largely complete and
Inchcape will then be an international Motors
group. It 1999 most of our major markets are
forecast to decline in volume. However, the
actions we continue to take to strengthen
relationships with our motor manufacturer
principals, to control working capital and to
exit underperforming businesses, will help to
mitigate the impact on profitability.

Dividend

The Board recommends that a final ordinary
dividend of 6.6p (1997 - 6.6p) should be paid,
giving a total dividend for the year of 11.2p
(1997 — 11.0p). The dividend is not covered by
Headline earnings per share due to losses
associated with the Russian Bottling business
which has now been sold.

'Motors achieved a

creditable per
despite difficL
in several major markets.”

‘ormance
't conditions

This dividend is the last ordinary dividend
which will be paid before the Group becomes
an inlernational Motors group. In future,
dividends will be based on the earnings from
the new group. Your Board anticipates that
these dividends will be covered 2.5 times by
earnings and that the interim dividend will
comprise about one third of the total.

Lord Marshall
8 March 1999
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An interview with Philip Cushing and Peter Johnson

An interview with Philip Cushing and Peter Johnson

With Inchcape’s transformation into a Motors-only group now almost complete,
Group Chief Executive Philip Cushing wili shortly be [2aving the Company. He will be
succeeded by Peter Johnson, who is currently Chief Executive of inchcape Motors.

Feter Jonanson ana Pnilp Cushing

Philip Cushing

When yvou announced the restructuring ol
Incheape in Marel 1998 o soadd vour [iest
priority waos to deliveryalue Yo sharehoiders,
Devou think you hinve achiieved thai?

Yes. When the restructuring is complete, when
we have collected all the proceeds, and we
have distributed the bulk of those proceeds

Lo shareholders, I believe any objective analysis
will show that we will have achieved what

we sel out to achieve.

In early 1998, despite two years of good
progress in improving the performance of

the Group, the improvement had not been
reflected in our share price, nor did we expect
it to be in the near future. In addition, with
many of our markets looking increasingly
volatile, we were concerned that shareholder
value would be seriously eroded. We decided
that firm and positive action had to be taken.
Doing nothing was not an option.

The restructuring programme has been an
enormous undertaking, involving long and
complex negotiations with many different
parties in many different parts of the world,
all against a backdrop of major turbulence in
the world economy. It has been a daunting
task, and I would like to take this opportunity
to thank all my colleagues involved in the
programme for their hard work and dedication.
At the end of the day, the test as to whether
or not we have delivered shareholder value

- is not what the share price was when we

announced the restructuring and what it is
today; but rather, what the price is now and
what it would have been had we not gone

ahead. Add to that our significant cash return
io shareholders, and I believe we have come
through the test very well indeed.

Having presided over perhaps the mosl
radical restricturing s lneheape’s histors
wiliomiany of the Groun™s oldest businesses
tivesteds wnal are voue feelings aboot the
broeads upeol the Groog.

First of all, T am delighted at the value we
have so far been able to achieve for our
shareholders, which was our primary
ohjective. At the same time, we had to look
afler the interests of our other stakeholders.
So I am particularly pleased that, in addition
to achieving a good price for the businesses,
we have also helped ensure continuity for the
vast majority of our operations and employees.

Naturally, we all feel a sense of sadness at
saying goodbye to colleagues with whom we
have worked for many years, and to businesses
which are very much part of our heritage.
Inchcape Shipping Services and our Marketing
operations in Asia-Pacific and the Middle East
have a long and proud history within the
Group, and our South American Botiling
operations, although more recent in
comparison, are excellent businesses with
very good people. There is consolation in the
fact that we have sold all the businesses as
going concerns with good potential for growth
under new owncrship.




11 Inchcape plc An interview with Philip Cushing and Peter Johnson

...l am delighted at the
~value we have so far been
apble to achieve for our
shareholders...”

Where does all this ieave [nceheape now?
Do vou think vou soe Teaving incheape with
the Group in good shape?

The restructuring has brought dramatic
change, but it was absoiutely essential for
Inchcape going forward. We have suffered in
the past from a lack of focus; now our focus
will be absolute as a Motors group. For many
years, Molors has been by far the largest and
most successful part of the Group, and the
fundamentals of the business are in very good
shape. Although 1998 and 1999 are difficult
vears for the industry worldwide, [ believe our
Motors operations will have opportunities for
significant long-term growth under the
leadership of Peter Johnson.

Peter Johnson

We have heard thal incheape s going to be @
pure Molors group in lhe fulure. What exacthy
does that mean and what are the benelits?

From being a very complex group, with
interests as diversified as Coca-Cola bottling
plants in Chile to fashion retailing in
Singapore, Inchcape will in future be focusing
only on Motors and Motors related businesses.
We are already the world’s largest
independent distributor of motor vehicles,
representing many leading manufacturers in
markets around the world. We also have
significant retail operations in the UK, and

a growing Financial Services husiness,
providing leasing, hire purchase and
insurance options for customers in several

of our main operating markets.

The key benefit of the restructuring is one of

focus. [n future, the Group will be able to
concentrale its financial resources,
management skills, time and effort on a single
business sector, which we feel is absolutely
essential in today’s fast changing, highly
competitive business environment.

With the major changes Laking place in e
mtomobive indostey, how is Ineheape
preparing Lo Loee the challenges ahead?

The rapid pace of change in our industry

is bringing many challenges, but also
considerable opportunities. Challenges to the
traditional way of thinking and doing things;
opportunities for those who are prepared to
think and act differently. This has significant
implications for [nchcape. ¥We must be
increasingly innovative. We must be more
customer focused, not simply product focused.
We must add value, while working closely
with manufacturers - our principals -

to reduce costs and make the supply chain
more responsive. And we must confinue to
improve our quality of service. Making sure
all this happens will be one of my main tasks,

We are starting {rom a position of strength.

We understand the changing dynamics of the
industry; we have indusiry leading systemns and
logistics; we have the financial resources; and
most importantly, we have the people and skills
to enable us to deliver an innovative, customer
focused service across our established
husinesses, whilst continuing to explore and
develop new opportunities. At the same time,
we are focusing hard on performance with a
view to maximising the return on our assets.
We will be taking firm action to deal with
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An interview with Philip Cushing and Peter Johnson

“We are starting from

a position of strength.”

businesses that consistently underperform. -

Within the Molors businesses, lnport &
Pstribution s by Far the hiogest aelivity,
o do yvou see thal developing?

We will continue o build on our excellent
relationships with leading manufacturers,
developing true partnerships rather than
simply being service providers. We will work
closely with them to ensure [aster response
times for customers. On the back of this, we
will drive organic growth through our exisling
businesses, and we will also look to invest in
new markets - especially where this expands
our relationship with a particular prinecipal.

Toyola is our largest single principal and our
relationship remains very strong. We have
also been developing stronger relationships
with manufacturers such as faguar, Subaru,
Peugeot and Ferrari/Maserati.

Experience has shown that some of our most
successful businesses in terms of maximising
returns are those where we have been able to
integrate import and distribution and retail
activities. This has proved particularly
effective for us in Hong Kong, Singapore and
South America, and we are looking at
opportunities for such vertical integration in
other markets, whether it be on a national
basis, in major conurbations or in particular
regions.

Coubd vou outhine some ol yvonr other <tralegie

infitdives far thee futnee?

We are looking al opportunilies to expand
our ancillary businesses. These include new
initiatives in afler-sales operations and
expanding our Financial Services business,
both by market and product range.

Technology is also bringing exciling
opportunities Lo our business, with electronic
commerce - retailing via the Internet -
playing an increasing role in the motor
industry. We have a stratlegic investment in
Autobytel USA, the world’s premier

on-line automotive purchasing and related
services business, and have recently acquired
the exclusive licence Lo operate Autobytel in
the UK. Since it was launched in the US in
1895, Autobytel has generated nearly two
million customer purchase requests, and we
see significant potential for this innovative
sales channel in the UK markel.

Our investments in Autobylel will ensure we
are at the forefront of develepments in this
area. Meanwhile, we will continue to explore
the opportunities technology offers in order to
improve efficiencies, reduce costs and build
further growth for the future.
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Despite unfavourable conditions in several key markeis, 1998 saw a creditable
parformance from Mctors, especially in Import & Distribution, which is by far our largest
activity. We achieved excellent growth in Europe and Australasia, but this was mare
than offset by the downturn in Asia ard Scuth America; the reduction in our
shareholding in Toycta (GB} from 75% to 43%:; and the effects of currency translator.

Onarating orofit before exceptionais ceciined ¢ £115.9m {1837 — £1571 4mi, w
reduction in our Toyota {G3) sharencic ng accounung Tor £19.1m of the snort?
axchange ratz impact cn trarslator o arofits inta sterling reprasenting a fu
Tre comparative numbers quoted it ine operatcnal review which foliows
restated for the impact ¢oF Tovoia (G3: Or a ke ‘or like comoariscn — and at oo

gxchange ratzs - overas profits declined by £10.0m or 7.6%.

idering the difficuit marker cona
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Resilience is evident in Import & Distribution,
where the 1998 operating profit of £90.9m was
7% down on the restated figure for 1997. At
constant exchange rates, profits would have
shown oniy a 1% decrease, with gains in
Europe and Australasia being outweighed by
the downturn in Asia and South America.

In the UK, the passenger car market grew by
3.5% during 1998, bringing registrations of
new cars up to 2.2 million for the year, the
second highest level ever. Registrations in the
first half were up 7.8%, but there was a
significant slowdown in the second half.

Toyota was one of the UR’s fastest growing
marques in 1998, Sales increased 13.9% for
a market share of 5.7%, making Toyota the
ninth best-selling marque in the UK. These
gains were a result of a change in the sales
mix, with important advances being made in
the fleet sector.

Chrysler’s market share saw a decline from
0.8% to 0.7%, primarily due to the run-out of
the Grand Cherokee and Neon, both of which
are being replaced in 1999. However,

in the highly competitive multi-purpose
vehicle (MPV} sector, the Yoyager and Grand
Voyager achieved a combined share of 16.6%
- a figure which is expected to increase
following the introduction of a turbo diesel
model Voyager in late 1998,

Daihatsu increased market share from 0.5%
to 0.4% as it repositioned itself from a
predominantly 4x4 and light commercial
vehicle (LCV) franchise to focus on the

20y of cur businesses
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mini-car segment. Several new cars were
launched during the year with the associated
marketing costs impacting on profitability.

Ferrari continues to make a strong
contribution to our operating profits. During
the year, we were also appointed as Maserati
importers in the UK. We are confident that a
relaunched, reinvigorated Maserati brand, '
backed by the professional management and
specialist expertise of our Ferrari business,
will offer good opportunities for growth.

Profitability at our Mazda associate recorded
strong growth, despite a slight erosion of
market share from 1.4% to 1.3% and a decline
in volumes of 1,331 units to 29,962. The
improved profit performance was primarily
due to the successful launch of the new MX5
and the availability of a model range more
attractive to the European market.

Our Mazda business in France also performed
well in a market that grew 13.5% to reach
1.94 million registrations. Mazda achieved a
16.7% increase in volume, albeit from a
modest base, gaining an 8.7% share of the
Japanese segment, compared to 8.1% in 1997,

In Finland, Mazda continues to make
progress with greater sales volumes and
profitability recorded during the year. Despite
the downturn in the Baltic economies, export
sales to the region have grown.

Strong market growth was seen in Belgium,
with total registrations up 14.1%. Despite the
absence of appropriate models in the diesel
segment — which accounts for over 52% of the
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1998 = . . 1997

8% . 41%
35% | 44%
17% 0 15%

market — Toyota Belgium increased its overall
share of the passenger car market from 4.7%
to 5.3% with sales of 26,400 units. The launch
of the new Corolla and the Avensis made a
significant contribution to the improvement.

In May we purchased the Ferrari franchise in
Belgium, Garage Francorchamps, which has
a long and distinguished association with
Ferrari. This business complements our UK
Ferrari business and the two are sharing
management experiise.

Toyota Hellas in Greece won Toyota’s coveted
‘Best of the Best’ award - the only European
distributor to receive the honour in 1998 - as
well as the prestigious “Triple Crown’ award
(for market leadership in passenger cars,
LCVs and total vehicle volumes) for the
second consecutive year. With the market
increasing by 10.7%, Tovota strengthened its
share of the passenger car sector from 9.5%
to 10.5%, while its share of the LCV sector
rose from 25.7% to 51.5%. The launch of the
Avensis and the popularity of the Hilux in the
LCV sector were the most significant
contributors to sales.

The car market in Hong Kong contracted in
the face of the Asian economic downturn.
Registrations fell 25% during the vear,
resulting in fierce price competition, Both
Tovota and Mazda held market share in these
difficult conditions, but lower volumes and
margins hit profitability. Our Toyota franchise,
Crown Motors, won Toyota’s “Triple Crown’
market share award for a record seventh
consecutive year.

1998 1997

~ - 7 Import&Distribution  T7% " 0 0 77% -
eRetall. o700 T 20% ~ 20%

.'.V,Finhnbiarlrs'rer\'(ice's LO3% . 3% .

- -

. éuéiﬁc{s{s&gjrﬁent or)'erating",p;rr:):fi‘t:

. 1998 . 1997 .
import & Distribution 79% 74%
Retail ' 7% 9%
Financial Services 14% 17%

Luxury car sales have been under particular
pressure, with the sales of our Jaguar and
Rolls-Royce businesses also adversely affected
by the strength of sterling. Despite this,
interest is running high in the Jaguar S-Type,
which has already allracted many advance
orders ahead of its Hong Kong introduction

in mid-1999.

Singapore did not escape the region’s
economic difficulties, but in this highly
regulated market, car sales volumes increased
during the vear hy 7.7% as the government
released more certificates of entitlement
{COEs) into the miarket. Nevertheless,
competition has been intense, especially
amongst mid-range cars. Parallel imports
have also caused some disruption to the
market. Toyota retained its leadership of the
overall vehicle markel, but with a reduced
share of 20.9%, down from 23.9%.

In Australia, the market grew strongly with
registrations up 11.8% during the year lo
nearly 8§10,000. Subaru, Volkswagen, Peugeot
and Jaguar all saw increased volumes.

The all-terrain segment, in which Subaru is

a significant player, showed a 35.5% increase.

" Subaru took a 9.7% share of the segment, up

from 5.8% in 1997. Total Subaru volumes
increased by over 40% to 20,445 for 1998,
making Australia the third largest market
worldwide for Subaru afler Japan and the US.
Subaru’s trading profits for the year were aided
by a weak Yen in the first nine months of 1998.
The Australian dollar deteriorated in the latter
part of the year and we anticipate a softer
market in 1999.

vy

) guuuaoououuuuu




15 Incheape ple Operating review - Motors

JDaJhatsu' S .
'Ferrarl _,) Sl -
GFord DD )

~Mazda
Peugeot
. Rover
Subaru

~ Volkswagen

'.?,: ScoloToooL 8
g B T R -
e fge, 2%
B .3 w . .ges . @
£33 - Eodh g.=<
=Sy b=} @4 X 8.5 @
2 PRI ,s8 Tk
x. 2582 dT3 aPFHcEESD
T RoTTeTaSecIndc
T M I Cas =gl 30y
E S ifimU0caInaadann
B T T e i e e i N T A N - - -~

.
|
Y
L

The severe economice difficulties in Brunet
are reflected by the fact that car registrations
fell by nearly 50% during 1998. This led to
overstocking and pressure on pricing, which
impacted on profits. Toyota remained the
market leader, gaining an additional one point
of market share to 22.7%. In January 1999 we
exited from our Rover franchise.

Saipan and Guam have been adversely
affected by the downturn in tourisin, and
neither economy is expected to show recovery
during the coming year. Saipan saw a 29%
decline in registrations in 1998. Toyota
retained market leadership with a 31.1%
share on reduced volumes. Registrations in
Guam rose by 11% boosted by the demand for
replacement vehicles in the wake of a severe
typhoon. Again, Toyoela retained market
leadership and won the ‘Triple Crown’ award
in both Saipan and Guam.

The economic environment in South America
deteriorated dramatically in the second half of
1998, having a significant impact on vehicle
markets, which declined between 30% and
50%. Sales of BMW in Chile were further held
back by ongoing speculation that the luxury
sales tax will be lowered. In Peru, luxury tax
has increased, leading to a steep decline in
demand. Profits from the region were also
impacted by start-up costs for the Land Rover
and Rover franchises in Chile and Peru, which
comrmenced trading during the year. In
December we sold cur main agricultural
equipment business in the regiomn.

Number of: i
markets';- oy \ iF -

JBMW. 2 = Tl
. Chrysler’ 2 ; - Bl sl

Daihatsu. 4 LB
- Ferrari 9 B

Ford 2 T

Jaguar 7 .8

Mazda 9 .25,

Peugeot 4 7

Rover 4 14

Subaru 2 6

Toyota 12 32 . .

Volkswagen 2 B - S
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In the UK, which acecounts for the bulk of our
Retail operations, our major refurbishment
programme continued apace in 1998, The
programme is expected to be completed by
surnmer 1999, providing us with an impressive
network of modern showrooms and advanced
after-sales facilities. With our focus on fewer,
quality outlets we will be looking to significantly
improve the returns on this business.

Encouragingly, in our ongoing dealerships,
new sales volumes during the year were up
11.5% and used car sales increased 8.9%.
However, volume increases tor UK retailers
have been counterbalanced by reduced
margins on hoth new and used cars.

Disruption costs associated with the
refurbishment programme continued to affect
financial performance during 1998, with
operating profits declining from £12.2m to
£8.3m. The impact of disruption will carry
through into 1999.

Financial Services

The past two years has been a period of
investment and expansion in Financial
Services with the launch of several new
ventures. We are through the start-up phase
for these businesses, and we are now looking
to increase contributions from this division as
the new businesses develop and mature.

On a pro forma basis, operating profits from
Financial Services fell to £16.7m from £22.1m,
mainly due to the economic downturn in Asia.




16 Inchcape pic Operating review —~ Motors

'y

..this performance

underlines the continuea
resilience of our Motors

activities.”

Despite the Asian economic problems, our.
Hong Kong joint venture put in an acceptable
performance — profits declining only 13.2%.
The Financial Services operation in Brunei
suffered from the very difficult economic
environment in the country. Profitability was
severely curtailed by losses incurred on
selling repossessed vehicles inio a declining
market. Qverall, however, the company
remains in profit.

Chrysler Jeep and Inchcape Financial Services
in the UK and our joint venture in Greece
made improved conlributions as the
businesses matured and increased levels of
penetration. DDuring the year we launched
Maranello Financial Services in the UK, as an
additional service for our Ferrari customers.

Although the UK leasing industry has been
affected by the fall in residual values, our
conservative approach to residual values and
our balanced portfolio of margues and models
has helped limit the impact on our leasing
business. As part of our policy to develop
innovative, customer-friendly products, we
have introduced a new personal contract
purchase programme in 1999 called
Signature. The scheme is designed to bring
the benefits of car leasing to individuals, and
take advantage of drivers’ increasing desire
for greater flexibility and options in
purchasing and financing a vehicle.

Sew developments

e continue to explore opportunities for
business development, especially in areas of
new technology. In 1997, we took a strategic
3% holding in Autobytel USA, the world’s

premier on-line automotive purchasing and
related services business, and in December
1998 acquired an exclusive 20-year licence
to operate Autobvtel in the UK. Since it was
launched in the US in 1995, Autobyte] has
generated nearly two million customer
purchase requests, and we see significant
potential for this sales channe! in the UK
market. The scrvice is due Lo be operational
in the UK in the second quarter of 1999,

O e o
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Businesses being discontinued

“As vart of the Group’s strategy o focus on Motors the following businesses are

being divested The 1998 results arising from these businesses are included ir *he
accounts as ‘tc be discontinued’ They will be treated as discontinued once the
disposals are complete.

Marketing

[ncheape Marketing Services operates in lwo
main regions — Asia-Pacific and the Middle
East - providing a range of marketing and
distribution services for leading manufacturers
across four business areas.

vsia-Pocifie

Operating profits in 1998 fell by 39% to £9.4m
{1997 — £15.5m) primarily as a result of the
severe economic dewnturn in the region
compounded by translation of profits at higher
sterling exchange rates. At constant exchange
rates, operating profits would have been
£2.0m higher.

Consumer/Logistics - sales and profits were
affected by the fall in consumer demand across
the region and by continuing tight credit
conltrols in China. In addition, resulls in Japan
were adversely affected by the loss of the
Mars Petfood agency at the end of 1997 and by
the loss of Pringles snack foods halfway
through 1998.

Industrial - profits in Thailand were severely
impacted by a coilapse in the tractor market
with volumes down by more than 80%.
Profitability in the building supplies and land
management products businesses was also
affected by weak demand.

Branded Lifestyle - this business suffered
from a significant drop in consumer demand
and the fall in the number of tourists in the
region, especially in Hong Kong and Singapore.
This was partially offset by lower losses In
the Timberland husiness in Japan.

Specialist Businesses — reduced demand
caused o drop in profitability in the contract
manufacturing husiness,

Middle ast

1998 operating profits remained stable at
£12.2m (1997 - £12.7m) despite weakness in
the local economies.

Consumer/Logistics — there were
improvements in performance from several
major agencies, particularty Nesilé, which had
ancther strong vear, This was partially offset
by start-up losses at our new logistics facility.

Industrial - profits improved overall, with good
performances from the instrumentation and
oil and gas services operations in Abu Dhabi.

Specialist Businesses — profits in our
supermarkets business were depressed by the
opening of new outlets in Lebanon and by
increased price competition in Bahrain and
Abu Dhabi.

Bottling South America

This business involves the bottling and
distribution of soft drinks for The Coca-Cola
Company in southern Chile and in Peru.

Operating profits in 1998 fell by 25% to £22.7m
(1997 - £30.1m). The principal reason for the
reduction was the slowdown in the Chilean
and Peruvian economies, Costs for sugar and
packaging also increased and concerns abowt
regional economic problems affected consumer
confidence. Profits would have been £2.5m
higher if they had been translated at constant
sterling exchange rates.
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Chile - the market softened significantly in-
the second half of the vear, particularly during
the fourth quarter which is seasonally the
mosl important, Yolumes increased by only
1.7% overall for the year and competitive
discounting led to margin erosion,.

Peru - volumes increased by 54%, the
majorily of the increase being due 10 the
merger with the Coca-Cola botilers in the
north and south of Peru which took piace in
January 1998, However, profits were adversely
affected by a change in the sales mix and
discounting. Higher distribution and freight
costs were also incurred in the first half of the
vear due to bad weather caused by El Nifio
and the business incurred rationalisation and
reorganisation costs in relation to the merger
with the bottlers in the north and the south,

Office Automation

Inchcape has a 50% shareholding in Incheape
NRG, which has a direct presence in ien
markets in Asia-Pacific and exports to more
than ten others.

Inr 1998, Inchcape’s share of operating profits

fell by 6% to £5.8m (1997 - £6.2m) and would

have been flat if translated at constant
exchange rates. This was a very strong
performance given economic conditions in the
Asia-Pacific region. Underlying profits were
flat in Australasia and grew in Hong Kong.
However, this was offset by weakness in South
East Asia, particularly in Thailand.

Shipping

Inchcape Shipping Services provides support
services for vessels in port, handles containers
for Liner principals and offers a portiolio of
other shipping related services.

In 1998, operating profils fell 42% to £6.1m
{1987 ~ £10.61m). This was partially due to
translation at higher sterling exchange rales,
which accounted for £0.8m of the reported
decline.

Ship Services - there was good volume
growih around the worid but an underlying
improvement in profits was offset by the
impact of profits translation at higher sterling
exchange rates resuklting in a flat performance
overall.

Liner - the Liner business accounted for two
thirds of the downturn in profits which was
principally due to increased investment in IT
to prepare the business for the Year 2000,
Margins also came under pressure in the
second half of the vear.

Others - the Machinery Services business
suffered from postponed repeat orders in the
Middle East and the downturn in Asia also
affected profitability.
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"The trading results of the businesses are explained in the Chairman’s statement

and operating reviews. This review gives further information on financial and

accounting matters.

Disposabs and discontmoed aetivities

The only individually notabie disposals were
the 26% tnterest in Toyota (GB), as a result
of which the Group’s remaining +9% interest
was accounted for as an associate with effect
from | January 1998, Bottling Russia and an
agricultural equipment business in South
America. Discontinued activities in 1998
mainly comprised the Russian Bottling
operation. In 1997 there were no operations
that were sufficiently material to he treated
as discontinued.

Post hatanee sheet cvents

Note 15 explains the disposals agreed since
31 December 1998 in respect of Marketing
Asia-Pacific, Shipping and the Bottling South
America operations.

Financial reporting armd aceounting standards
Given the previously announced strategy to
focus on Motors activities, the results of all
other operations are now classified as either
‘discontinued’ ot ‘to be discontinued’
depending on the status of their disposal as at
8 March 1999. Central costs are shown in the
segmental results together with Motors and
will reduce once the Group restructuring is
complete.

To aid understanding of the core Motors
business, note le shows additional analysis of
the activity’s turnover, operating profit and net
assets. In this note, to provide a year on year
representative comparison, the 1997
comparative period has been restated on a
pro forma basis as if Toyota (GB) had been

a 49% associate for that year.

The Group has adopted FRS 9 - Associates,
Joint Ventures and Other Joint Arrangements.
As a consequence, the presentation of
operating profits and interest in the profit and
less account has been restated and gross
halance sheel details and additional analysis
of Toyota (GB), given its significance, have
been provided.

The Group has adopted RS 14 - Earnings per
Share, which has no material effect.

The Group has also adopted FRS 10 -
Goodwill and Intangible Assets and FRS 11 -
Impairment of Fixed Assets and Goodwill.
From 1 January 1998, goodwill arising from
acquisitions is held as a fixed asset, less
amortisation and, where necessary, any
provisions for impairment.

xeeptional ilems
The exceptional items of £403.7m are set
out in note 2.

As part of the overall implementation of the
new standard on goodwill, the Group's
accounting practice has been changed so as
to write off past goodwill that is permanently
and totally impaired. Consequently, following
a strategic review of the continuing Motors
business, £124.7m has been written off as an
operating exceptional charge in the year. The
businesses to which this relates are certain
European Motors operations predominantly
purchased through the TEM acquisition in 1992.

Additionally, as part of the cost of disposals
and terminations of businesses, £48.8m of
goodwill has been written off in respect of
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Marketing Asia-Pacific, £13.7m in Molors and
£2.5m in other activities. Thus, in total,
£189.7m of historic goodwill has heen written
off through the profit and loss account but this
has no impact on Group net assets, because it
had previously been charged to reserves.

In addition:

~ £4.1m was realised on the sale of
investments and properlies;

- £6.6m has heen provided as an operating
exceptional item in relation to discontinued
businesses;

— £140.3m has been provided as a provision
for impairment in relation to the Marketing
Asia-Pacific disposal;

- £43.2m was the ioss on the sale of Bottling
Russia;

— £18.0m was the gain on the sale of 26% of
the Group’s interest in Toyota (GB);

— £15.4m has been charged in relation to the
sale and termination of certain Motors
activities and £20.0m in relation to other
businesses; and

- £10.6m has been charged for costs related
to the fundamental reorganisation of
the Group.

Caashr Hlow

£m £m fm
“er debt — 1 January 1888 196.0¢
Dperating profic 743
Depreciation and amaortisaiion 54 2
Dnvidends from joint véntures
and assctiates 378
Warking capital
— Marketing Asia-Paciiic 17001
- Metors supplier related credit i(?S,E}l‘
~ Motors other trade creditors ‘ 310
~ othe: 1730 (44
Capital expenditure and acquisitions E(MQ.G:
Dispassals of fived assets and
businesses 1111
Payments in respect of exceptiona;
oge__r_a_t_ing__qicpenses and terminations (_34 7
Other items 2.0
Interest (25.11
~ax ' ' o (Aolé) i
Dividends paid to shareholders
and minonties 68.2)
Movementin net dest 147 4}
Net debt - 31 December 1998 {143.4)

The reduction in Marketing Asia-Pacific
working capital primarily resulted from the
exit and terminations of businesses. The
reduction in Motors interest-bearing supplier '
related credit followed the change in policy
announced in 1997.

Expenditure in respect of fixed assets and
acguisitions totalled £149.6m. Motors
operational capital expenditure amounted to
£60.41mn including £19.8m in Retail and £16.4m
for leased and rented vehicles. Bottling spent
£32.5m of which £13.0m was in respect of
Russia, £10.0m in Peru and £9.5m in Chile.

Acguisition investment amounted 1o £26.41mn,
of which £15.4m was in respect of Botiling
Peru. The balance relates mainly to
operational capital expenditure in the
businesscs to be discontinued.

Disposals generated £111.1m, of which sales
of fixed assets amounted to £30.4m. These
sales were predominantly in Motors,
comprising £14.6m from the sale of properties
and £13.6m from the disposal of leased and
rented vehicles. The sale of businesses
generated £80.7m of which £51.0m was
received as consideration for Bottling Russia,
the balance primarily arising from the
disposal of an agricultural equipment
business in South America.

Payments in respect of exits and lerminations
comprised £19.1m in respect of exceptional
operating items and £15.6m for terminations.
Of the former, £6.8m was paid on the previous
vear’s revision of the Singapore government’s i
levies and fees, and £5.2m for Molors Retail
branch closures. Of the payments for
terminations, £10.2m was paid oul in respecl
of various exits in Marketing Asia-Pacific.

After the payment of interest of £25.1m, tax
of £40.8m and dividends of £68.2mn, the Group
had an overall cash outflow in the vear of
£47.4m, resulting in net debt of £145.4m.

e

fnterest

Netinterest inereased from £3.5m in 1997 1o
£29.1m in 1998, Of this increase, £1.2m arose
from the deconsolidation of Toyota (GB). i
Some £2m resulted from the underlying
operations, £4m was due to the use of debt
rather than uneconomic supplier credit and
£4m was the cost of funding investment in
Russia. Specifically, £2.8m was incurred in
relation Lo an interes! rate swap which is
discussed later, and £0.9m to put in place L
the new £400m committed facility. There was '
a further increase of £8.3m for reasons set
out below.

o

The Group has managed a number of treasury

issues which arose from volatile conditions, +

particularly in Asia. As was noted last year,
the Group has ceased hedging overseas assets
with foreign currency denominated
borrowings. In the main, the US dollar had
been used as a proxy for many of the Group’s
Asian currency denominated assets. During
1997 it became clear that this assumpiion was
no longer valid and it was decided that these
hedges should be unwound. Furthermore,
where the Group had taken oul foreign
currency borrowings as a hedge against its
foreign currency assets, the volatility of
relevant interest rates such as the Thai baht
exposed the Group to considerable
uncertainty and high interest costs.

In addition, substantial cash balances and
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remittable earnings from overseas
subsidiaries have been repatriated. This was
in two stages, first to move the balances to the
Netherlands, and secondly, during 1999, to
repatriate them to the UK. The most
significant single transaction was the
substantial dividend from Hong Kong to the
Netherlands in late 1397, and suhsequent
transfer to the UK in January 1999. This had
the effect first, of moving surplus cash in
Hong Kong earning a relatively high rate of
interest to a European low interest rate
environment, and secondly, of creating a
borrowing with an average interest cost in
1998 of c.12%. This additional interest cost
was incurred to protect shareholders from the
risk of devaluation of the Hong Kong dollar.
The impact is significantly lessened in 1999
because the Group has covered its interest
exposure at average rates of ¢.8% in Hong
Kong and the cash balances are now in

the UK.

The combined effect ot all these actions was
to reduce gross cash and debt balances
considerably and to significantly change the
mix of nel debt. In parcticular, the major
ceonomic change in Asia which prevented the
Group from using US dollar horrowings to
manage the halance sheet and the decision Lo
profect the Group's sizeabte Hong Kong doilar
assets from speculation on the peg by
repatriation of earnings. has increased
finance costs.

Vasation

The tax rate on lleadline profit increased to
52.0% from its more normal level in 1997 of
34.3%. The following table sets out a
summarised tax rate reconciliation:

B %
Tax due at UK rate ﬁi:;
Net effect of differing overseas rates 4)
Unrelieved fossés:
- Russia E
- Marketin_g — Hong Kong and Singapaore 4
- UK ' 8
Nen tax-deductible iterns 5
Other i 1
Actual tax rate 52

Had all of the profits been taxed at the LK
rate the charge would have been 31%.

In fact, much of the Group’s profit is earned
in countries with different tax rates and
this by itself would have reduced the rate
by 4%.

The Group suffered unrelieved losses in
Russia which increased the rate by 9%.
Marketing in Hong Kong and Singapore
incurred unrelieved losses which added 4% to
the rate. The profits generated in UK trading
subsidiaries were, in 1998, insufficient to
shelter UK corporate costs. This was
exacerhated by Incheape heing unable to

group the profits from its UK associate
companies for tax purposes. In consequence
there were unrelieved losses which added 6%
to the rate. These losses are available for the
future. Finally, due to disallowable costs, for
example in Greece and Australia, the rate
increased hy 5%.

These effects resulted in the temporarily high
rate of 52%. However, much of this is non-
recurring. The ongoing Motors group is
expected to have a tax rate in the mid-thirties.
In 1999 this may be significantly influenced by
the restructuring programme.

As most of the exceptional items were non-
deductible for taxation purposes, a net charge
of £6.2m (1997 - £1.7m) arose on exceptionai
gains and losses.

As at 31 December (998, Advance Corporation
Tax (ACT) previcusly written off amounted to
£10.9m (1997 - £25.2m). This reduction
reflects the use of ACT against the tax
otherwise payable on the overseas dividends
remitted Lo the UK [rom the Netheriands,

The remaining contingent asset may be partly
used o offset UK tax liabilities arising on

the divestments,

Minorily nlerests

The charge reduced significantly to £6.3m
(1997 ~ £17.0m) rellecting the change in
status of Tovota (GB) and reduced profits in
Singapore, Brunei and Peru. Motors accounted
for £3.3m of the £6.5m.

Treasiey policies and activilies

Group Treasury operates within clearly
defined policies and authority levels that are
approved by the Board. The {inancial
instruments used to manage interesi rate,
currency and liquidity risk are subject to
Board approved operating parameters and
under no circumstances will their use create
additional financial exposures over and ahove
those arising from the Group’s normal trading
activity. Use of derivative instruments is
restricted Lo foreign currency and interest rate
swaps, forward rate agreements and foreign
currency oplions.

The Group uses foreign currency swaps to
horrow in the foreign exchange markets in
currencies other than sterling, which is
cheaper than using bank debt in the relevant
counttries. Interest rate swaps and forward
rate agreements are used to change the mix
of fixed rate and floating rate borrowings
without having to replace the actual
borrowing.

Borrowing facililies

The Group has borrowed £103.2m (US$172m)
through a private placement of US dollar
denominated loan notes. These loan notes
carry interest rates of 6.93% and 7.09%
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and are due for repayment in May 2000
and May 2002.

The Group currently also has access to a
£400m syndicated committed standby faciiity
and £105m of bilateral commitled standhy
facilities, all of which were undrawn in 1998,
and remained undrawn up to 8 Mairch 1999.
The syndicated facility was compieted in
Mareh 1988, This will reduce to £250m on
completion of the Bottling South America
disposal. The facility will be due for renewal
in March 2003 and the bilateral commitied
facilities are due for renewal in November
2000.

The Group also has access to a large number
of uncommitted facilities, in addition to its
committed facilities, which are used to
finance the business on a daily basis. The
majority of these are provided by the Group’s
relationship banks who all participaled in the
syndicated facility. As part of the restructuring
exercise the Group redeemed its £125m
Convertible Bond in June 1998 at par.

Cash and debl

Net debt of £143.4m at 31 December 1898
comprised a large number of cash and debt-
balances thal are held for operational and
other purposes. They are summarised below:

£m Debt Cash et
australian dollar 3.7 36.4 327
Tutch guilder - 158 1158
Greek drachma B2.7 204 32.2
Hong Kong dollar 42 4 T4 41.0)
Singapore dolar 160.81 76.2 1%.4
S dollar {71.8; 726 08
Other (59 61 730 13.4
Totai — other than sterling 291,01 3969  104.2
Sterlng {130 4: - 1130¢.4]
Currency swaps 267 1143.6) {117.95
Total - sterling 11047) {1436 (2483)
Cverall total 13957y 2523 143.4}

As previously noted, most of the Dutch guilder
cash was remitied to the UK early in 1999 as

a dividend. The Group has significant net
borrowings in local currencies for working
capital purposes in Greece and Hong Kong,
and in US dollars in South America. The gross
cash and debt position in Singapore dollars
results from holding cash balances in
Singapore in the listed Marketing company
and borrowing in Brunei dollars (effectively
pegged 1o the Singapore dollar) to support the
local Motors Financial Services operation. The
Group’s US dollar cash balances are mainly in
the South American Bottling and Shipping

businesses and will be transferred on disposal
of these businesses. Following the divestinent
of the non-Motors businesses the Group will
be left with a net debt position in Greek
drachma, Hong Kong dollar, Singapore dollar
and sterling.

Other than US dollars, material cash and debt
baiances held overscas are in local currency.

The Group is not aware of any circumstances
which would significantly delay remitting
major cash balances 10 the UK other than
from Singapore where cash is held in the
separately listed company which forms part

of the disposal of the Group’s interests in
Marketing. Any such remittances to the UK
could advance the date on which tax payments
would have to be made, or increase the
absolute level of tax payable.

For major deposits, the Group’s policy is to
use only relationship banks, all of which have
good long-term credit ratings.

Pechve interest rales

The Group uses intlerest rale swaps and
forward rate agreements lo manage its
interest cost. Hong Kong $250m (£19.4m)

of ftoating rate debt has been converted to
fixed rate debt using forward rate agreements
until March 2000 al an average rate of c.8%.
All other cash and borrowings are effectivety
at the relevant {loating rates for the
currencies concerned. A full review of inlerest
exposure by currency is planned once all of
Lhe disposals have heen coneluded and cash
returned to sharcholders.

The irtlerest exposure on the 6.93% US dollar
ioan notes was swapped initially from fixed
rate to floating rate doilars when the
borrowings were originally taken out, then
subsequently swapped to floating sterling debl
al no cost in 1898. The US dollar 7.09% loan
neies were swapped from fixed rate dollars
into floating rate sterling debt in 1998 at a
cost of £2.8m, which has been accounted for
as an inierest expense in the year. This
followed the disposal of Botlling Russia, the
assels of which were reported in US dollars,
and a review of the Group’s currency
financing requirements.

Balanee sheetl transtation

The Group has a deliberate policy of not
hedging the risk in translating the profit and
loss accountt and balance sheet into sterling,
This exposure is managed where possible

by financing working capital requirements
through local currency debt and by
maximising remittances of overseas earnings.
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The percentages of net assets by currency at
31 December 1998 for the Group in tolal and
for the Motors businesses only are set out
below:

Total Group  Motors

% %
Sterling T 2.3 4.2
Ewopean 185 423
US dollar 4.8 2.8}
Latin American 293 9.2
Asian and Australasian 377 427
Other 7.3 4.4
100.0 100.0

Foreign currency transachion caposure

Transaction exposures are hedged when they
are cominitted, mainiy using the forward
foreign exchange market. Pre-transaction
exposures are monitored and cover taken
when appropriate. The Group has sold
forward US$700m at a rate of US$1.64 to
sterling in anticipation of the receipt of funds
from the sale of Bottling South America.

Over the past few years many of the Group’s
major Motors principals have moved to local
currency billing for their vehicles. This has
had the effect of transferring the direct
transaction exposure management back to
the principal. There are now relatively few
operations that are still billed in foreign
currency for vehicles.

The introduction of the Euro has not had
a material effect on the Group’s foreign
currency transaction exposures.

Foreizn crrrenes carnings exposure

Had the average sterling rates in 1997
continued into 1998 the Group’s operating
profit for the year would have been £8.9m
higher and Headline profit before tax £3.4m
higher. The effect on profits after restating
for Tovota (GB) is detailed below:

Zxchange Change at
translation 1987 Toyota {GB)
1998 effect rates restatement 1987
Em Em £m £m £m
Total Motors 115.9 6.4} (10.0} {19.1) 151.4
Central costs {15.5] - 1.7 - 172
Total ongoing businesses o 100.4 6.4 8.3 113n 1342
To be discontinued:
Bottling i 22.7 i2.8) 14.8) - 301
Marketing 21.6 2.1 4.5) - 282
Office Automation 5.8 0.3 0. - 82
Shipping 6.1 0.8 @7 - 06
Total 156.6 (12,13 21.8) a1 2093
Discontinued aperations (21.4} 32 (4.9} - {19.7)
Total operating profit before exceptionals 135.2 8.9) (26,4} 9.1 189 6
Met interest (28.1) 10.5] 121.9} 1.2 15.5)
nl-_leadline profit before tax 106.1 {9.4) 148.3) {20.3} 184.1




Incheape in the community

"erhc'hck:ape in the community

The primary objective of Inchcape’s
community involvement programine is to put
something back into the communities from
which we earn our living. At Group level, the
Company’s policy is to concentrate the
majority of its funding on one international
charity, where our support can make a
significant difference and assist the charity
in achieving key development objectives.

The Group programme is supplemented in
local markets by a variety of sponsorships,
donations and fund-raising activities hy
individual businesses. Wherever possible,
Inchcape seeks to involve its employees and
business partners in community activities.

The Inchcape Initiative, our partnership
with youth development charity Raleigh
International, is the Group’s flagship
sponsorship programme. Between 1996 and
2000, Incheape is sponsoring five expeditions
amounting to a total investment in the charity
of £1.25m.

Inchcape’s support enables Raleigh
International to achieve one of ils core

aims - to increase the cultural diversity of
participants on its expeditions by recruiling
more young people from outside the UK. For
[ncheape, the programme belps us strengthen
links with many of the local communities in
which we operate and enables us to involve
both our business partners and our own
ermployees. On cach Incheape Initiative
expedition, Incheape provides 30 fully-funded
bursary places and donates £25,000 towards
community building projects.

Successful expeditions have already taken
place to Chile in 1996, Malaysia in 1997 and
China in 1998 — the first such event ever 1o
take place in China and therefore a truly
ground-breaking expedition for Raleigh. From
the early planning stage, where Inchcape’s
contacts helped Raleigh establish the
necessary permissions to run the expedition
in China, through to the expedition itself,
Incheape and Raleigh worked closely together
1o achieve a challenging and successfu!
expedition. Incheape’s support meant an
increased number of international
participants, and four Inchcape employees
from around the world joined the expedition.
Veanwhile, in China, the support of our
partner organisation, the China Youth
Development Foundation (CYDF), contributed
greatly to the success of the expedition.

[n early July, a total of 159 young people from
12 different countries or territories met for
the first time in Beijing, ready to begin the
10-week expedition in Jiangsu and Shandong
provinces.

CYDF’s Project Hope Primary Schools
programme formed the basis of the

community projects in which the young
peopie (known as ‘Venturers’) became
involved. Project Hope is a high profile
initiative to improve the standard of primary
school education throughout China by
constructing schools in remote locations.
The Venturers worked alongside local people
in three school construction programmes
and taught English to the local children.

Environmental conservation work involved
developing the infrastructure of nature and
hird reserves in Jiangsu Province to help in
the preservation of endangered birds and
animals — such as the Red-Crowned Crane
and the indigenous Pere David’s, or Milu,
Deer which had become extinct in China
before their reintroduction from Britain.,

Plans are progressing well for the 1999
Inchceape Initiative expedition to Oman
which takes place from 24 September to
10 December and will be Raleigh’s first
expedition in the country. The expedition
in 2000 is scheduled lor Brunei.

In addition to supporling the Inchcape
Initiative, Group companies continue 10
support their local communities, For example,
Incheape Pacific has donated £73,000 to
establish an Inchecape Chair in International
Trade and Economic Development at Peking
University. The Incheape endowment will
support the leaching and rescarch activities
of a faculty professor. During 1998, Incheape
Pacific also supported the University of Hong
Kong's student exchange programme. Lhe
Hong Kong Arts Festival and Hong Kong Youth
Arts Festival.

The chance to walk cut onto the runway of
Hong Kong’s new international airport shortly
before opening was turned into a charity event
in aid of the territory’s Community Chest.
Fifty-four Incheape Pacific employees gave up
their weekend to join the fund-raising effort.

To encourage the study of Greek culture,
Toyola Hellas supports the work and
educational programmes of the Macedonian
Museum of Contemporary Art. They also
provide cars o assist with the transportation
needs of the Hellenic Amateur Athletic
Association, which organised the 16th
International Peace Marathon in Athens; and
the Special Olympics Team, which provides
athletic training and competition for children
and adults with special needs.

In the UK, Inchcape and its subsidiaries have
given money during the year for charitable
purposes amounting to £286,000 (1997 -
£381,000). Total charitable donations made
by the Group worldwide during the year were
£537,000 (1997 — £780,000). No political
donations were made.
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Enwronment health and safety

Policy

Inchcape is committed to pursuing sound
environment, heatth and safety management
policies and practices across our husiness.
We also recognise that, by providing
customers with access to leading products and
services and through the consistent, high-
quality services we provide to our principals,
we can support the improvement of
environment, health and safety standards in
both developed and emerging markets.

It is the policy of Inchcape that we will:

- consider environment, health and safety
issues within existing and future business
activities through implementation of
appropriate policies and procedures;

- monitor and manage the environment,
health and safety impacts, risks and
opportunities for our businesses for the
benefit of employees, customers and
principals and the local communities in
which we operate;

- contribute to providing and promoting
services which take account of
environment, health and safety issues;

- promole awareness of the Environment,
Health and Safety Policy ammongst
employees, customers and principals;

- regularly review implementation of the
Environment, Health and Safety Policy
across our businesses 1o assess performance
and set practical targets lor improvement;
and

- report, as appropriate, on the status of
environment, health and safety performance
within the business.

Implementation of the Policy is the
responsibility of management within cach
Group husiness, supported and monitored
by the Group Board.

Progress

Management of each Inchcape business is
responsible for implementation of the Group
Policy within their own business. This
devolved approach to environment, health
and safety policy implementation has assisted
all businesses divested during 1998, and those
still to be divested to continue a sound basic
framework for environmental management
as they leave the Group's control.

The core Motors business, which is now the
focus of the Group's activities, has continued
to develop its environmental management
policies and framework during 1998.

Detailed Guidance Notes have been circulated
to every Motors business across the world.
These set common standards on a wide range
of environment, health and safety matters.
Whilst compliance with local statutory
requirements is a minimum standard, in some
couniries where we operate local standards
are helow international good practice.

In these countries it is our policy to follow
good UK practice.

Each business has undertaken to form an
environment, health and safety Focus Group
of employvees and managers to monitor and
develop local standards and organise training
and other local input to continually develop
performance. In the majority of businesses
these groups are now operational and the
level of interest and support is encouraging.

All Motors businesses carry out detailed half-
yearly inspections and report progress against
the guidelines. An action plan is produced for
discussion with the Focus Group, and
progressed. Copies of the reports and action
plans are forwarded to Head Office for review.
From these reports we can monitor trends and
identify issues that may require appropriate
investment decisions.

Phe Tutee

Reflecting the new direction of Incheape, we
will continue re-evaluating our environment,
health and safety targets and ohjectives to
enstire that they reflect the Tocus of our
husiness. [n particular we will embrace
environment, health and safety within our
overall risk management processes. This will
provide a further monitoring activity linked
to our audit procedures. As we continue the
development of environment, heaith and
safely standards we will also monitor industry
best practice and enhance our standards as
appropriate.
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Chairman

Ford Marsfrall #0207

Age 63, Joined the Incheape Board in
November 1895 and was appoinied non-
executive Chairman on 1 January 1996. Lord
Marshall is Chairman of British Airways plc,
having been Deputy Chairman and Chief
Executive previousty. He is also Chairman of
BTR Siebe ple, Deputy Chairman of Brilish
Telecommunications ple, and a non-executive
Direclor of HSBC Holdings plc and the New
York Stock Exchange. He was President of the
Confederation of British Industry from May
1996 until July 1998 and is currently Deputy
President. In June 1998 he was created a Life
Peer, having been made a Knighl Bachelor

in 1987.

Executive Directors

Group Chief Executive

Phitip Cushing 5

Age 48. Joined the Group as Chiel Executive
of Inchcape Berhad in 1990 and was appointed
to the Inchcape ple Board in May 1992, Philip
Cushing was appointed Group Managing
Director in March 1995 and Group Chief
Executive in March 1996. He was previously
with Norcros, LEGO Group and Norton Opax
and is a non-executive Director of Ikon Office
Solutions Inc. He will be leaving the Group
on 30 June 1999 having led the Group’s
restructuring.

Group Finance Director (to 9 March 1999)
Les Cullen

Age 47. Joined the Inchcape Board in April
1997 and was Group Finance Director from

1 July 1997 to 9 March 1999. Les Cullen spent
his early career with Black & Decker and
Grand Metropolitan and since 1990 has, as
an executive Director, heen involved in
significant strategic change in a number of
major international companies. He will be
leaving Incheape on 30 June 1999 having
playved a major role in the Group’s
restructuring.

Group Chiel Executive (Designate)

Peter dobison

Age 51. Joined the Group in 1995 as Chief
Executive of Inchcape Molors Retail, and
became Chief Executive of Inchecape Molors
Inlernational in 1996. He joined the Inchcape
Board in January 1998, Peter Johnson was
previously with the Rover Group, Applied
Chemicals and Marshall Motor Group. He will
become Group Chief Executive on 1 July 1999,

Group Finance Director (from 9 March 1999)
an Ferguson

Age 41, Joined Inchcape ple in 1983 and
occupied several positions before being
appointed Finance Director of Inchcape
Motors International in 1995, He was
appointed to the Board as an executive
Director on 1 January 1999 and will succeed
Les Cullen as Group Finance Director on

9 March 1999.

Executive Deputy Chairman (Designate) and
Chief Executive, Incheape Toyota Division
Trevor Tavior

Age 61, Joined the Group in 1987 as

Deputy Managing Director of Toyota (GB),
becoming Chief Executive in April 1993 and
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Chief Executive of Inchcape Tovota Division
in 1993. e joined the Inchcape Board in
January 1998 and resigned his executive role
with Toyota (GB) to become a non-executive
Director. He was previously with Ford Motor
Company and the Rover Group. On | July
1999, Trever Tavlor will become executive
Deputy Chairman of Inchcape ple.

Non-executive Directors

Senior independent non-executive Director
oy Aexander 10205

Age 60. Joined the Inchcape Board in January
1993. Formerly a Director and Chief Operating
Officer UK of Hanson ple, he is now Vice
Chairman of Imperial Tobacco Group ple.

He is also a non-executive Director of
Cookson Group ple and Misys plc.

e Ravmond Chiien

Age 47. Joined the Inchcape Board in July
1997 and became Chairman of Inchecape
Pacific Limited. Raymond Ch’ien is a member
of the Executive Council of the Hong Kong
Special Administrative Region and Chairman
of the Hong Kong Industry & Technology
Development Council. He is also Chairman
of HSBC Private Equity Management Litd,
Co-Chairman of Beijing CAST Information
Systems Technology Co. Ltd, and a non-
executive Director of The Hongkong and
Shanghai Banking Corporation Limited and
HSBC Holdings ple.

Hugh Norton 1L 27
Age 62. Joined the Inchecape Board in January
1995. A Managing Director of the British

Petroleurmn Company pic until July 1995,
he is a non-executive Director of Standard
Chartered ple and of LASMO plc.

sinon Bebesrtson 1,9

Age 538, Joined the Inchcape Board in May
1996. He was formerty Chairman of Kleinwort
Benson Group ple. He is currently President
of Goldman Sachs Europe Limited and '
Managing Director of Goldman Sachs
International. He is also a non-executive
Director of BTR Siebe ple, the London Stock
Exchange and Berry Bros & Rudd Ltd.

Liam Strong |, 2

Age 54. Joined the Inchcape Board in January
1993. Formerly Chief Executive of Sears ple,
he is Chief Executive of MCI WaorldCom
International.

Notes;

t Member ol the Audit Conuniitece

2 N ember of Lhe Bemuneration Commitlee
3 M ember of the Nominalion Commillee

Tony Aexanderis Chairman of the wndi
Comnitlee, Hugh Norton is Chairman of the
Remuneration Committee and Lord Marshall
is Chaivman of the Nemination Commitiee.
“Independent
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Iireciors

Lord Marshall, Tony Alexander and

Liam Strong retire by rolation and offer
themselves for re-election in accordance witl
the Articles of Association.

Alan Ferguson, who was appoinled to the
Board on 1 January 1999, heing eligible, offers
himself for election in accordance with the
Articles of Association.

Rod O’Donoghue and Jiirgen Hintz retired
from the Board on 23 April 1998.

The names of the Directors, plus brief
biographical details, are given on pages 26
and 27. Except as stated above they all held
office throughout the vear.

Corporate governance

In June 1998 the final version of the Principles
of Good Governance and Code of Best Praclice
(the Combined Code), drafted by the
Committee on Corporate Governance, was
published. Relevant changes to the Listing
Rules were made by the London Stock
Exchange, following which the Directors
reviewed the provisions of the Combined Code
and considered the implications of the changes
on the Group’s governance practices. Set oul
below is an explanation of the way in which
the Company applies the principles of the
Combined Code.

T'he Board

The roles of the Chairman and of the Chief
Executive are separate. In addition to the
Chairman, who is non-executive, the Board

includes five other non-executive Directors
who bring a wide diversity of experience and
expertise. Four of the other non-executive
Directors are also independent of the
management of Incheape and free from any
business or other relationship which could
malerially interfere with the exercise of their
independent judgement. Raymond Ch'ien, the
remaining non-executive Direclor, is not
regarded as independent because he has a
service contract with Inchcape Pacilic Limited
in ltong Kong. Tony Alexander has heen
appointed as the senior independent
non-executive Director.

Non-executive Direclors are usually appointed
for an initial period of three years, which may
be extended by agreement with the Board.

All Directors currently on the Board have
submitted themselves for election or re-
election as applicable in accordance with the
Company’s Articles within the last three vears.

The Board is responsible for leading and
controlling the Group and meets regulfarly to
deal with stralegy and policy issues, to review
the Group’s financial performance and to
examine significant acquisitions and disposals
and major operational capital expenditure. In
1998 the Board had nine scheduled meetings
and a number of ad hoc meelings to deal with
particular maiters. In addition a Board strategy
conference was held. There is a procedure for
Directors to take independent professional
advice al the Company’s expense where
relevant Lo the execution of their duties.

The Board has a schedule of matters required
1o be brought to it for its decision. The Board
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considers that it has been supplied with
sufficient timely and accurate information to
enable it to discharge its duties. Newly
appointed Directors who have not previously
held listed company Board appointments
receive appropriate external training. A
briefing process has been developed for newly
appointed non-executive Directors to ensure
they are fully apprised of the Group’s activities
and strategic direction. Training is available
subsequently should either the Company or

a Director feel it necessary.

All members of the Board have access to the
services and advice of the Group Company
Secretary.

Board Commitlees

The Board has three principal Committees all
with defined written terms of reference.
Membership of each of the Board Committees
is indicated on pages 26 and 27, The Chairman
of each of these Committees will be available
to answer questions at the Company’s Annuat
General Meeting on 14 May 1999,

The Audit Comunittee is responsible tor
reviewing a wide range of financial matters,
including the interim and year-end accounts,
malerial accounting issues, litigation reports,
malters relating to the external audit,
Corporate Governance matters, the
preservation and promotion of good ethical
practices and monitoring the Group’s internal
financial contrels. The Group Chief Executive,
the Group Finance Director, the Group Audit
Director and the external auditors attend the
meetings of the Committee. The non-executive
Directors on the Committee also have the
opportunity at each meeting to review any
issues with the auditors in the absence of
executive management. Part of the
Committee’s responsibility in relation to
external auditors is to review the nature and
extent of non-audit services provided. During
the year, the Group’s auditors have been
substantially involved in the restructuring
process as their knowledge of the Group was
considered important to its success.

The Remuneration Committee is responsible
for remuneration issues regarding executive
Directors and senior management within the
framework recommended by the Committee
and approved by the Board as described in the
Board report on remuneration. More details
are given on pages 32 to 34.

The Nomination Committee is responsible for
making recommendations to the Board on
selection and nomination of Directors and
their election or re-election at the Annual
General Meeting and does so in accordance
with agreed procedures.

The Audit Committee and the Remuneration
Committee meet at least twice a year and the
Nomination Committee meets at least once a
vear. In addition the Committees hold ad hoc
meetings when required.

In addition to the abhove, the Board estahlished
two special committees each consisting of the
Group Chief Executive or the Group Finance
Director together with the Chairman or
another non-executive Director. They have
terms of reference set by the Board, to
negotiate the final terms of the disposai or
demerger of non-Motors streams and to
determine appropriate Group restructuring,
in order to effect the strategic divestiment
programme. The committees are required

to report to the Board on all actions approved
and to provide it with appropriate
documentation on the transactions concerned.

The Company has open and regular dialogue
with institutional shareholders. The investor
relations manager and other senior executives
are available to discuss the business with
shureholders to assist them in understanding
the Group’s strategy and performance.

Interttal financial conlrol

The Board of Directors has overail
responsibility for estahlishing key procedures
designed to achieve a sound system of
internal financial control. Such systems can
provide only reasonable and not absolute
assurance against any material misstatement
or loss. The Board has delegated to executive
managemeni responsibility for the '
implementation of the systems of internal
financial control. The Group’s Key internal
financial control and monitoring procedures
inctude the following:

Financial reporting - there (s a
comprehensive budgeting system with an
annual budget approved by the Directors.
Monthly actual resulis are reviewed and
reported against budget and revised forecasts
at each of the Board’s scheduled meetings.

Monitoring systems - the Audit Commiitee
receives reports arising from Internal Audit’s
examination and evaluation of the adequacy
and effectiveness of the Group’s systems of
internal financial control. The Internal Audit
group works closely with management and
the external auditors and significant issues
are reported to the Committee twice a year.
Where control weaknesses are identified
follow up processes exist to ensure
appropriate corrective action is taken. In
addition, management is required to complete
a self-assessment process annually, the results
of which are reported to the Committee,
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Operating unit controls - the overall
financial control framework lor the Group

is detailed in the Group Finance and
Information Sysiems manuals. Compliance is
reguiarly assessed through the audit process
and through a process of self certification and
internal control questionnaires which
requires husiness units and business stream
management to assess annually the guality
of key control elements in their area.

Risk management — a macro risk assessment
for each business stream is updated twice a
year in order to identify the significant risks
to which the Group is exposed and to define
the appropriate steps to mitigate, transfer or
eliminate them. In addition, Internal Audit
contintously reviews financial, commercial
and systems developments in the Group's
business units to ensure appropriate audit
focus in the major risk areas.

Investment appraisal - the Group has clearly
defined policies for capital expenditure. These
include annual budgets and delailed appraisal
and review procedures.

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

STl et g con gt syt Do

Coninnei Gt

Pending guidance for Directors from the
Turnhull Committee on the scope, exlent,
nature and review of internal controls to
which Code principle D.2 and provision D.2.1
refer, the Directors have reporied pursuant
te the existing guidance on inlernal financial
controls and financial reporting issued by the
Rutternan Working Group in 1894 in
accordance with the Listing Rules. The
Company awaits the publication of the
Turnbull Committee guidance for Directors
on internal controls which is scheduted for
mid-19989.

The Board has reviewed the cffectiveness
of systems of internal financial control in
operation during the financial vear through
the processes sel oul above.

Other than in relation to the matters set out
below, the Company was in compliance with
the Combined Code throughout the year.

The exceptions arise as the London Stock
Exchange Listing Rules introducing the
Combined Code provisions came into effect
in June 1998 whilst the compliance statement
refers to the whole of the year ended
31 December 1998,

The exceptions were as follows:

—~ a5 explained in the Board report on
remuneration, Peter Johnson’s service
contract had a notice period of two years.
This was revised on 23 December 1998 by
agreement with Peter Johnson so that, with
effect from 1 January 2000, the notice period
will convert to one year; and

— the Notice of Annual General Meeting was
sentt to shareholders in March 1998,

17 working days before the Meeting rather
than the minimum 20 days which the
Combined Code now requires.

Transactions with Direclors

No transaction, arrangement or agreement
required to be disclosed in terms of the
Companies Act 1985 was outstanding at

51 December 1988, or occurred during the
vear for any Director and/or connecled person
(1997 - none).

Transactions with Directors of subsidiaries
Pursuant to London Stock Exchange Listing
Rules the following transactions with a
director of a company which was and
continues to be trealed in the Group’s
accounis as a fully consolidaled subsidiary,
are notified:

In November 1998 the Group acquired

21 million (2.95%) shares in Emboelladora
Latinoamericana SA (ELSA) from Mr Michael
Mitchell, a director of ELSA, for a cash
consideration ol LS$8.04m. Also in
November 1998 the Group acquired a further
11.7 miliion shares in ELSA from partics
controlled by Mr Mitchell, for a cash
consideration of LiS§4.5m.

Creditor pasment polies

The Company is responsible for agreeing the
terms and conditions including terms of
payment under which business transactions
with the Group’s suppliers are conducted. In
line with Inchcape Group policy, payments to
suppliers are made In accordance with these
terms, provided that the supplier is also
complying with all relevant terms and
conditions. The number of days purchases
ontstanding at 31 December 1998 in respect
of our UK businesses is calculated at 43 days
(1997 — 48 days).

Year 2000

A Group-wide programme has been running
since mid-1997 to address the impact of Year
2000. Responsibility for managing the issues
arising is held by business stream
management. A task force resourced by
internal staff and external consultants,
together with a central programine office,
monitors progress and manages the deflined
quality assurance programme.
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Almost half {(45%) of business units have
reported that their Year 2000 programmes are
complete. The remainder have substantially
completed their programmes and all expect
to be completed by the end of July 1969.

The ongoing businesses will be subject to
independent post-implementation reviews
throughout 1999.

The costs directly associated with Year 2000
compliance amounted to £11.5m in 1998
(1997 — £3.1m) of which £5.6m has been
capitalised in accordance with the Group’s
policy for such expenditure (1997 - £1.8m).
The total costs of the programme, which
includes already scheduled projects, are
expected to be less than the original estimates
ol external expenditure of £30m, of which
approximately half is capital expenditure.

AL

The introduction of the Euro in January 1999
has not had a material effect on the operation
of businesses in Continental Europe. We
rontinue to monitor the situation and
exchange best practice between husiness
units in countries expected to participate

in Eurepcan Monetary Union at later dates,

Vvl Generad Meeting

The notice convening the Annual General
Meeting of the Company Logether with an
explanation of the items of special business,

is set out in the circular which aceompanies
this Report and Accounts. The Annual General
vleeting will be held at 11.00 am on Friday,

14 May 1999 at the Café Royal, 68 Regent Sireet,
London W1R 6EL.

The special business will include proposals
to renew the Directors’ existing autharities to
allot securities in the Company and for the
Company to purchase its own shares. [t will
also include proposals to introduce new long
term incentive arrangements and to amend
the qualifying service period under the SAYE
Share Option Scheme.

As a resull of the merger of Coopers &
Lybrand and Price Waterhouse on 1 July 1998,
Coopers & Lybrand resigned as auditors
and the Directors appointed
PricewaterhouseCoopers to fill the casual
vacancy created by the resignation. In
accordance with sections 379 and 388(3)

of the Companies Act 1985, the Company
has received special notice of the intention
to propose the reappointment of
PricewaterhouseCoopers as the Company’s
auditors to serve until the conclusion of the
next general meeting at which accounts are
laid before the Company. It is also proposed
that the Directors be given authority to
determine the auditors’ remuneration.
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The members of the Remuneration
Comimittee are Hugh Norton (Chairman),
Lord Marshall, Tony Alexander and Liam
Strong.

All the above members served during the
whole of 1998. Hugh Norton was appointed
Chairman ol the Committee on 6 Augusl 1898
in succession to lord Marshall. The
Cominittee has formal terms of reference and
normally meets twice a year, in addition to ad
hoc meetings as required. During the year it
determined all matters relating to the
remuneration and benefits of executive
Directors and approved the remuneration and
benefits of certain other senior executives.

[t approves awards under the Long Term
Incentive Plan and share option allocations
under the Executive Share Option Schemes,
although none were made during the year in
tight of the Group restructuring. It is also
responsible for approving the major
compensation and benefits policics relating
10 senior managers generally in the Group.

The Group Chiefl Executive and the Group
Humar: Resources Director are invited to
altend meetings when their input is required.
No one attends any discussion regarding his
or her own remuneration.

Throughout 1998, the Company complied with
the provisions of Schiedule A of the Combined
Code on Corporate Governance relating 1o the
design of performance related remuneration,
In preparing this report the Board has
followed the provisions of Schedule B to the
Combined Code.

Bemineriion policy

When considering the remuneration packages
of executive Directars, the Remuneration
Commitlee follows the framework it has
recommended and the Board has approved,
as set out in this report. Its key features are:

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

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

- the interests of the sharehoiders should
be saleguarded;

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

- the composition of the package should
reflect best practice among comparable
companies,

The Remuneration Committee has access to

three major surveys, regularly carried out by
leading remuneration consultants, as well as
Lo the services of an independent adviser, as
required. These external sources of data and

advice, together with consideration of the
levels of pay increases for other employees
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 salam

This is based on the level of responsibility,
experience, individual performance, and
salary levels in comparable companies.

Anmal bonus

In 1998 Peter Johnson and Trevor Taylor
participated in a bonus plan which yielded a
bonus of 30% of base salary for on-target
performance, with a maximum bhonus of 60%
of base salary at 115% of target. The plan was
based on profit and working capilal targets
for the vear of the Group’s Motors business,
The bontuses paid under this plan for 1998
are shown in Table 1 on page 35, In 1999 the
executive Directors of the ongoing

Motors business will participale in a similar
bonus plan.

ong Term lncentive Plan

Under the Plan participants have been
contingently awarded a number of ordinary
shares in the Company. Awards were made
in 1996 and 1997, They are subject to a
performance target based on the Company’s
total shareholder return (share price growth
plus reinvesled dividends over a three year
performance period), subject to a minimum
requiremncent of real growth in share price
over thal period.

The extent 1o which the performance Larget is
achicved determines the extent to which the
award may be exercised, if at ali. Participants
will be entitled te exercise their 1996 and 1997
awards in full if the Company’s total
shareholder return, when compared over the
same period against the total shareholder
returns of companies in the FTSE 100 Index,
is ranked in the top quartile. The awards then
vest on a reducing sliding scale according to
the Company’s rating, If the Company is
ranked alt 36 or below, no part of the award
may be exercised.

The perflormance targetl is measured over
three yvears. After that period the extent of the
awards, including notional increases to allow
for the dividends on the shares from the

date of the award to the date of the exercise,
is determined. In normal circumstances,
participants will not receive their shares for

a further two years.

Lxecutive share oplions
Executive share options have been granted on
a phased basis to senior managers throughout
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the Group who did not participate in the Long
Term Incentive Plan.

The exercise of options granted from 1995
onwards is subject to a performance test
hased on the Inchcape share price
outperforming the FT All Share Index over
a rolling three yecar period.

New eaceulive meentive aerangements
Details of intended new long term incentive
arrangements Lo replace the existing Long
Term Incentive Plan and Executive Share
Ontion Schemes are set out in the
accompanying circular and proposals will be
put to shareholders for approval at the 1999
Annual General Meeting.

Special arrangements were put in place for
Raymond Ch'ien in 1997 as part of the terms
and conditions under which he was appointed
Chairman ot [nchcape Pacific Limited. [t was
agreed that he would be granted options over
shares in Inchcape ple to a total value of
£500,000 in two instalments, half on
appointment and haif a year later. In
tulfilment of the first part of this commitment,
on 1 July 1997 Incheape Pacific Limited
granted Raymond Ch'ien an option to acquire
88,028 shares in Inchcape plc at an exercise
price ol £2.84 per sharve. The second
instalment due lo be granted on 1 July 1998
was deferred until completion of the Group
restructuring. The terms of these options are
similar to those options granted under the
Incheape International Executive Share
Option Scheme. Accordingly, the option will
he exercisable between three and ten years
after grant provided that the percentage
growth in the Inchcape plc share price has,
over any continuocus three vear period after
the date of grant of the option, exceeded the
percentage growth in the FT All Share Index
over the same period.

Relivement heneiils

The Group operates the Inchcape Group
(U.K.) Pension Scheme {an approved final
salary scheme) and the Inchcape Group UK
Supplemental Pension Scheme (a funded
unapproved retirement benefit scheme for
executives whose benefits are limited by the
earnings cap introduced under the 1989
Finance Act). Both schemes are
non-contributory.

The Inchcape Group (U.K.) Pension Scheme
provides benefits for executive Directors and
senior executives at the normal retirement
age of 60, equal to two-thirds of final basic
salary, subject to completion of 20 years’
service. A lump sum benefit of four times
basic salary is provided on death in service,
along with a spouse’s pensian of two-thirds
of the member’s pension. Children’s pensions
may also be payable.

Pensions in payment are guaranteed to
increase in line with the lesser of 3% and the
increase in the UK Retail Prices Index.

In the case of executive Directors and senior
execulives appointed aiter 1 June 1989 the
benefits under the Scheme are in respect of
capped basic salary. For those executive
Directors and senior executives whose basic
salary is capped, a separate life assurance
arrangement exists to supplement the
approved life cover to a total lump sum
henefit of four times basic salary on

death in service.

The Inchcape Group UK Supplemental
Pension Scheme was established in April 1996.
This is a funded defined contribution scheme,
esiablished under a central trust, but with
individual retirement accounts for
participating executives.

Trevor Taylor remains a member of the
Tovota (GB) pension scheme, of which he
became 4 member after joining the Group as
Deputy Managing Director of Toyota {GB) Lid
in 1987. Under that scheme he enjoys similar
terms to the UK scheme but 704 of his bonus
is pensionable.

Vacable cond olter benediis

These include such items as company cars,
and medical and life assurance premia. They
are in line with the Remuneration Policy
frameworlk outlined above.

Chhirmenn

Lord Marshall’s appointment as Chairman
was renewed for a further period of two years
with effect from 1 January 1998. The
Chairman’s remuneration is dealt with by the
other non-executive Directors.

Non-exeeutive Direciors

Non-executive Directors’ fees 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 conlracts

None of the non-executive Directors,
including Tony Alexander and Liam Sirong,
who are proposed for re-election at the 1999
Annual General Meeting, are engaged on
service contracts with the Company. With the
exception of Raymond Ch’ien, neither they,
nor the Chairman, are eligible for pension
scheme membership, or participation in any
of the Company’s bonus, share option or other
incentive schemes.

During the year Raymond Ch’ien, in his
capacity as Chairman of Inchcape Pacific
Limited, had a service contract with that
company with a notice period of one year.
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He also has options over shares in the
Company as described above,

Until 25 December 1998, Peter Johnson had

a service contract with a notice period of two
vears which he was given when he joined the
Group in 1995, On 23 December 1998, by
agreement between Peter Johnson and the
Company, the terms of his service contract
were revised so that the notice period will
convert to one year with effect from 1 Januarv
2000. The other executive Directors, including
Alan Ferguson who was appointed on

1 January 1999, have service contracts with

a notice period of one year.

With effect from 25 March 1998, the service
agreements of Philip Cushing and l.es Cullen
were substantially revised to retain their
leadership during the resiructuring process;
a process which will lead to their own
redundancy. Each service agreement is now
for a fixed term expiring on 30 June 1999,
All existing bonus arrangements were
discontinued and the service agreemenls
provide for a lump sum paymeni on
termination, the amount of which will be
determined in part by the success of the
restructuring, The maximum pavments are
£1,500,000 in respect of Philip Cushing and
£750,000 in respect of Les Cullen.

The length of the notice period of executive
Directors’ service contracts is reviewed
annually. The Commiltee has agreed in
principle thal 1o set notice periods al up 1o
one year should be the objective.

It is the normal policy of the Company, in the
event of termination, to seek fair mitigation of
contractual righis. Within Jegal constraints the
Commitiee tailors its approach in cases of
early termination to the circumstances of each
individual case.

Policy o exlernal appoiniments

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-execultive
appointment (two in the casc of the Group
Chief Executive) as long as these are not
likely to lead to conflicts of interest. Any fees
received for these duties may be retained by
the executive Director.
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Notes to the Board rébbrt on remuneration

1 Directors’ emoluments

The total emoluments of the Directors were as follows:

1998 1997
£000 £:000
Remuneration and non-executive Directors’ tees 1,900 1,313
Bonus payments o 165 434
2,065 1,747

Table 1 - Individual emoluments for the year

Base salary Bonus Taxable and Total remuneration
other benefits

1998 1997 1998 1997 1998 1997 1998 1997

£000 £000 £°000 £'000 £000 £:000 £000 £000
Tony Alexancer 27 24 - - T - - 27 24
Raymond Chiien la) 162 81 - - 11 11 173 92
Les Cullen 274 188 - 92 14 19 288 288
Philip Cushing
{hignast paid Director} 404 378 - 200 21 16 425 595
Peter Jehnson
lappointed 1.1.98) 267 - a9 - 43 - 399 -
Lord Marshall 260 200 - - 37 33 237 233
Hugh Narton [bi 27 24 - - - - 27 24
Simon Robertson 22 22 - - - - 22 22
Liam Strong 24 22 - - - - 24 22
Trevor Tavlor {apoointea 1.1.498) 225 - 76 - 4 - 305 -
Directors who retired during the year:
Rod O'Danoghue
iretired 23.4.98) 124 272 - 142 5 1 129 4285
Jirgen Hintz (retired 23.4.98) 9 22 - - - - 9 22
Total 1,765 1,232 165 434 135 g1 2,065 1,747
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Table 2 - Directors’ pension entitlement

Contributions paid in year to or in respect of money purchase pension arrangements 1998 1997
__f'o00 £°000
Les Cullen - o i 110* 4
-P.h\-\.lp Cushmg th\ghes* pa\d D|rector) o 159 _ 148
Peter thnsom ) - 72 B8
Rod O’ Donoghu_e B ) . - - — ’ -
frévor Taylor . - -
Total 341 281
tOF s toied pavrert £61,200 was paid abet 1o mxe
drocty to Las Sulion 1o alowe B 1o mave s owrn ol

arrargemiants cuts.oo s Compar

Woans

Years of

increase

Transfer Accumulated Accumulated

Accrued annual pension under defined Age at
benefit schemes 31.12.98 service at accrued value of 1otal of total of
311298 pENSION increase accrued accrued
auring the pension at  pension at
year under 31.12.98 1.1.98
defined
benafit
schemes (a}
£'000 E'000 £:000 £'000
Priip Cushing [nighest paid Directorn 43 & 3 38 75 21
Peter Johnson 51 . 3 3 40 il g
Rod O'Donoghue {retired 23.4.98) 60 m* g~ 158" 187 175
Trevor Taylor 61 11 20 348 120 97
Total % 584 243 201
- e e e . e
[N [SHE
Table 3 — Directors’ share options
Held at Exercised Heid at Optior Frice ) When exercisable
1198 during date of price paic for
the year retirement flel option
orat 311288
Philip Cushing thighest paid Director] 64,200(z) 64,200 5.07 £1 May 1995-May 2002
17,1001! 7000 5.85 £1 June 1986-June 2003
29,0008 26,000 5.51 Nil Apr 1997-Apr 2004
B - 2037006 203,700 319 NIl May 1998 May 2005
B T iesa 1,659 2.35 i Aug 1999-Feb 2000
4,140(0) 4040 280 Nil Aug 2000-Feb 2001
Raymond Chen  esl2s@ 88028 284 NIl July 2000-July 2007
Pater Johnson 182.300(a! 7T 182300 212 Ni Apr 1998-Apr 2005
o a3 43 226 Nil Aug 2000-Feb 2001
Aod O Donoghue® 59.427a  sesxi 182 £1 June 1991-June 1998
- 7428@) T jam 238 £1 May 1992-May 1999
65,157a} 85157 32 N3 May 1994-May 2007
19.700t) 18,700 5.07 £1 May 1995-May 2002
) 73800, 23800 585 £1 June 1996-June 2003
) 18,2000 18,200 551 Nil Apr 1997-Apr 2004
_ Bago0f  B4500 319 Nil May 1898-May 2005
] 2,28900) 2,489 235 N Awg 1999-Feb 2000
- 172860 1725 225 NIl Aug 2000-Feb 2001
Trevor Taylor 48,600 4gg00 507 £l May 1995-May 2002
) - B 12000 12000 585 €1 June 1996-June 2003
o 3,800) 3800 551 NIl Apr 1897-Apr 2004
. ) AL 4080 250 Nil | Aug 2000-Feb 2001
1.7250c T a7s 278 Nil Auy 2000-Feb 2001

* Rod &'Daonoghue retired as a Director on 23 April 1998 ang
leit the Group in June 1998, His options were exercisabie

WITHIT Sy montns feaow!

accordance with the

e aate of retirement i

o the Scheme,
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On 1 January 1999 Alan Fergusen was appointed as an executive
Director and his share options as at that date and the date of
this report are set out below:

Cption Price When exercisable

price paid for

Elel option
Alan Ferguson 17.934a) 3.63 £1 Nov 1994 -Nov 2001

] ] . 11300@ 507 £1 May 1995-May 2002

o i ] ) 7E006 585 £1 7 June 1996-June 2003
- ) 7.800(a} 551 Nl April 1997-April 2604
) L 96006 3.2 Nil | April 1998-Aoril 2005
T ] - 11,100 314 NI Aril 1999-April 2008
B 19,0000} 2.63 Nil April 2000-April 2007
N - 1.380(c) 2.50 Nil Aug 2000-Feb 2001

ta) Under the inchcape Executive Share Option Scheme,

by Under the Inchcape International Executive Share Option
Scherme.

oy Urder *he nchoase SAYE Snare Opuon Scheme

il Under a Deed datea 1 Juiy 1997

e Opten prices are deternrad 0 zccordance with the Rues

of the reiovant Share Goton Scheme and or ar sguwalert bas's

ke
for the Dot

i evour oF Raymiond U en

S1AT e vate of exergise (20 Apn T988; the market price of
e shares was £2 225 arg the gar on exarsise in the yoar

wias £35,953

{g} ho opuons under any of the Comoany's Schemes were

granted or lapsed during 1998,

Notes on share options

“he tane above snows Directars’ cphons over ordinary shares
of 250, The mid-market price of the shares at 31 December
1998 was £1.285. The orice range dunng 1998 was £0.91

to £2.335.

Under the Inchzase Execunive Share Opticn Scheme ang -
inchcape International Executive Share Option Scheme, options
are graniec on a discretonary basis to full-time senicr
exgcutives based respectively within, and cutside, the United

Kingdarm and, prior to 1985, were granted to Directors of

axercsatle netween nreo g

Inchcapr o, sLen optons 3

tery vears of 4

Share roex over e same Lenod

Al s A

Thi heeeeann SVE e Doton Sonemea, whion wag aisc

rerewed weoh sharshoder agpreval im 1884 .5 open to
empicye=s " ke U ed Xrgdom wth at least one year's
sarvice. Jooantn and ecluarg 1995 participants maae savings
for g fe yeas penod For the 1996 and 997 invitations,
ronthiy savings ars Tade for a three year pencd. At the eroio"
the savirgs oenod oplons Hecome exercisable within six months
At the Anrua General Meetng shareholders will be asked to
approve & change 0 the quaifyving service percd far joining e
scheme

Table 4 — Awards under the Long Term Incentive Plan
Detaiis of the Company's crdinary shares contingently awarded
by way of notional ‘nerease for anadends dunng the vear <o
Cirectors under the Long Term Incentive Plan and the maximum

number of shares tc which the Directors will Se entitled five
vears after award provided the Corroary's performance critaria

are fully met are as folows

Cirector Total at 31.12.98
Notional increase for transferable at the end Total value
Total at 1.1.98 dividends dunng the year  of five years after award ar 31.12.98
) (o} o |
£000
Les Cullen 82,302 5,932 88,234 113
Philip Cushing thighest paid Director) ) 218,464 18,749 234,213 Toam
Peter Johnson 144,192 10,394 164,586 199
Traver Taylor 120,159 Y"1 128,820 T es
Rod O'Donoghue {retired 23.4.98) 157,694 11,281 163,275 218

{a} Includes notional increase for dividends,

b} The maximum figure represents all the shares, {excluding
future notional increases for dvidends) which will transfer to
the Director in 2001 (1896 awards) and 2002 (1997 awards)
orovided the Company's performance criteria are fully met.

{c) Based on mid-market pr.ce of the shares on 31 Decemier
1998 ~ £1.285 and provided the Company's perfarmance criteria

are fully met,

d) Mo awards were made during the year,

fel Amounts totalling £0 8m (1987 - £0.2m) have been expensed

in the financial statements in respect of the awards made 10
the above Directors under the Long Term Incentive Plan.
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" Directors’ interests Directors’ responsibilities

The table below shows the interests other
than options or awards under the Long Term
Incentive Plan, including family interests, on
the dates indicated, in the shares of the
Company and its subsidiaries, of the persons
who were Directors at 31 December 1998,
All the interests are beneficial.

Ordinary shares fully paid of
Inchcape ple of 2bp each

31.12.08 1.1.98
Tony Alexander 10,000 10,000
Rayrmond Ch'ien @ Nl Nil
Les Cullen i 33,500 33,500
Philip Cushing ie} 58,000 58,000
PeterJohnson 23496 (8} 23,496
Lord Marshal 22462 22462
Hugh Norton © 3,000 © 3,000
5‘}%155 Robertson ) o 6.000 o WNF
Liam Strong 1,744 T 1744
Frevor TaylE)-r‘ i 46,245; {a) 45,@6

Notes

ol Hewo at date of appointment

ity The execotive Directors of the Company, togather witl other

enzayvees of the Group, are potenual beneficianes of the
Ircneape Emplovee Trust and, as such, are desmed by the
Companies Act 1985 1o be :nterested 1n any shases he d by the
Tustees. At 31 December 1998, the Trustees' sharehoiamg
tetailea 758215 (1 janaary 1998 - 755,415

Vwas apnontes on tosanuary 1989 ano at that

caonterest in 6857 arginaty 250 shares of

e Bpyond Dhhen nas g bensfica eiorest o res

55000 b paid ard nacy & s Simagnore 50

irchcene Markeung Services Lz, Simganore
i1 Phing Cushing s & wustee of a trust wnich hoids §.0C0
ardinary shares (1 January 1998 - 6,000i on benalf of his adult

covldren. be has no beneficial interest v the re.evant shares

There have been no changes in Directors’

interests between 1 January and 8§ March 1999.

By order of the Board
Roy Williams
Secretary

8 March 1999

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
finanecial 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 unliess it is
inappropriate to 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
fMnancial statements comply with the
Companies Act 1985, They are responsible for
safeguarding the assets of the Company and
of the Group and hence for taking reasonable
steps for the prevention and detection of fraud
and other irregularities.




39 inchcape plc

) Beport of the Auditors

We have audited the financial statements on
pages 41 to 70 which have been prepared in
accordance with the accounting policies set
out on page 45, ' '

Respective responsibilities of Directors

and Auditors

The Directors are responsible for preparing
the Annual Report including, as described
on page 58, the financial statements. Our
responsibilities, as independent auditors, are
established by statute, the Auditing Practices
Board, the Listing Rules of the London Stock
Exchange and our profession’s ethical
guidance,

We report to you our opinion as to whether
the financial statements give a true and fair
view and are properly prepared in accordance
with the Companies Act. We also report to you
if, in our opinion, the Directors’ report is not
consistent with the financial statements, if the
Company has not kept proper accounting
records, if we have not received all the
information and explanations we require for
our audit, or if information specified by law
or the Listing Rules regarding Directors’
remuneration and transactions is not
disclosed.

We read the other information contained in
the Annual Report and consider the
implications for our report if we become
aware of any apparent mis-statements or
material inconsistencies with the financial
statements.

We review whether the statement on page 30
reflects the Company’s compliance with those
provisions of the Combined Code specified

for our review by the London Stock Exchange,
and we report if it does not. We are not
required to form an opinion on the
effectiveness of the Group’s corporate
governance procedures or its internal
controls.

Basis of audit 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 statements. It also includes an
assessment of the significanl estimates and
judgements made by the Directors in the
preparation of the financial statements, and
of whether the accounting policies are
appropriate to the Company’s circumstances,
consistently applied 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
provide us with sufficient evidence to give
reasonable assurance that the financial
statements are free from material

. opinion we also evaluated Lthe overall

/?%21 e 3.1-;'-,f{3;s-Z,:s.—f-v';(i‘L_;G;

mis-statement, whether caused by fraud or ’
other irregularity or error. In forming our

adequacy of the presentation of information
in the financial statements.

Opinion
In our opinion the financial statements give a
true and fair view of the state of affairs of the
Company and the Group at 31 December 1998
and of the loss and cash flows of the Group for
the year then ended and have been properly
prepared in accordance with the Companies
t 1685.

rop ’1 o
PricewaterhouseCoopers /
Chartered Accountants and Registered
Auditors T
London
8 March 1999
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Consolidated profit and loss account

for the year ended 31 December 1998

s

o
]

e

Continuing operations Dis- -
Tobe  continued h
Ongoing discontinued  operations Tota!
1998 1998 1998 1998 1997
restated
£m £m £m £m £m
Turnover including share of joint ventures and associates  4,156.9  1,2783 7.2 55064 66509
Less: R o
- share of joint ventures o . __ fwem  (179.9) - (286.6) (329.6)
- share of associates __ (8148  {(148.0) ) - (962.8} (382.9)
grgqp subsidiaries’ turnover o o 3,235.4 950.4 71.2 4,257.0 5,931 4
Costofsgles "~ T '],,(2.129-.11},, | ie185)] [ s3] [z3s0]| @83
Exceptional cost of sales - - - - - l - 7.7
_2720.1) (618.9) {61.3)-.-: (3,389.9) . (4,839.6)
Gross profit 515.3 331.9 19.9 867.1 1,091.8
Cperatng expenses use2) - zota| [ @13y [ mesel[ wrea
Eiggptiona!iggerat_:__“ expenses . [ 1247 L -1 {6.5] {131.3) {32.9)
- (580.8)  (301.4)  479)  (930.2) (1,0077)
Utilisation of tjrrfnination__provirsiiqgsr 4.9 1.2 - _ 61 10.6
Operating {loss) profit o 60.7} 31.7 (28.0) {57.0) 94.7
Share of profits of joint ventures 7.2 15.1 - 223 33.2
Sharg of profits of associates 29.2 9.4 - 386 211
Total operating (loss) profit , 43 562 (280) 33  1e90
Net profit on _digpg_sa_lr of properties and inyrestmem_s__ 2.6 15 - 38
Net (loss) including provisions on sale and termination
of operations o {75 (200.1) (583 (265.9) 577
Costs of fundamental reargenisation - L |1 R -
{Loss) profit on ordinary activities before interest (292)  (153.0)  (86.3) _ {2685  95.1.
Interest L _ 23 i5)
[Loss} prafit on ordinary activities before taxation } _. 2978 896
Tax on profit on ordinary activities e ~ . B . ts14) _ 648
{Loss) profit on ordinary activities after taxation o e B EQD)_ 24.8
Minodty intarests I I 5 (70
{Loss} profit for the financial year . o __[365.5) 78
Dividends o L ) (59.4) (58.3)
Retained (loss) for the financial year 1424.9) {50.5)
ﬁeadiine.brofit before tax -(Em} __7_7 i__ T 7_7__ - : _ 106.1 184;1_
Headiine earnings per §hare (pepce) o B - _8.4p 19.3p
FRS3 floss) profit before tax (gm) T o {297.6) 89.6
Basic and diluted (loss) sarnings per share (pence! 69.1)p 1.5p
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Statement of total recognised gains and losses

fStatémént of total recognised gains and losses

for the year ended 31 Deceamber 1988
- 1998 1997
Notes £m £m
(Loss) profit for the financial year (365.5} 7.8
Effect of foreign exchange rate changes: o
- results for the year {0.5} B.5
- forgign currency net investments o 9.5 (56.7}
13t Unrealised (deficit) on Impairment of revalued properties (1000 -
- ‘
Total recognised losses [366.5) 42.4)
Note of historical cost profits and losses ;
for the year ended 31 December 1998 :
1998 1997
£m £m
Reported {loss) profit on ordinary activities before taxation [297.6) 89.8
7 Reversal of revaluation efement of impairment of Marketing Asia-Pacific property o 342 -
13f _Realisation of property revaluation surpiuses 13 B8
Difference between the historical cost and the actual depreciation charge 5 0 18
Historical cost (loss) profit on ordinary activities before taxation (260.6) 100.0
Hi§torical cost (loss) after taxation, minority interests and dividends T _(35:1’_9] . _WJ
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Consolidated and Company balance sheets

as at 31 December 1998

'?onsolidated and Company balance sheets

Sa
b

gbiin
3a

3a, C
He

Company

Group
R 1998 1987 . 1998 1997 .
' restated . i
£m £m £m £m |
Fixad assets: _ ‘
Intangible assets 407 224 - ~
Tangible assets B o 7450.9 549.9 - T
Investments: N - _ o e -
—subsidiaries ) _ - - 8434 1301
— joint ventures: share of gross assets _ | &§79.2 764.0 | B - T
share of gross liabilities - {533.1) (696.8) T
share of net assets 46.1 872 - -
- assaciates ' R T -
- other investments :; o ) ij‘l] 14.8 1.0 :§
561.1 738.6 B849.4 131.6
Current assets: _ o ' o S
Stocks ) 778.2 1.218.8 - -
Debtors: o )
- amounts due within one year - 471.4 6932 152.1 496.8
- amounts due after more: tﬁéngnémy_ear T g4 91.7 284 é@é
\r;\;egt_rﬁént; L DT dn S [ oL = "
Cash at bank and T hand ] T3 ami - aa
S - 1,614.5 2,486.8 280.5 1,146.8
Creditors — amounts falling due \-Nith_i.r;_;‘le year: T
Borowings N (2718) (31801 (1.2) -
Other 926.61  (1.4956)  (1948)  (4443)
, (119841 (18136)  (1988)  44456)
Net current assets R 416.1 6732 847 7029
Total assets less current liabilities 1,077.2 1,411.8 934.1 8338
Creditors — amounts falling du;ﬁafmt-e-rTn‘&:{I;;m:;;;:” o 7 - -
Borrowings _ CThzae) wely - (1264)
Other i - T noos) gz (9.9} 20,04
B (224.7) (34390  (9.9)  (146.4)
Prqvi_sj_c_i_r_:f_!g_r_Iiapilitieg and charges - __-_-____-“_-_(_‘I--GZ,OF (.1:45.1) _l40.8] (1472—)
Net assets 690.5 922.8 883.4 670.3
Capital and reserves: o - -
Called-up share capital - ] 1 1325 1325
Share premium account T 106.9 10"67
Rovalaton roserve . BT
-Prﬂt and loss accom;n't S I 644.0 o431 :
Equity shareholders’ funds 564.3 7903 883.4 6@
Minority interests - 136.2 132.5 -
690.5 922.8 883.4 670.3 !

The financial statements on pages 41 ta 70 were agpraved by

the Board of Diractors on 8 March 1989 and were signed on

its benalf by:
Directars L
Philip Cushing | e}
Les Cullen } 2

A
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Consolidated cash flow statement

Consolidated cash flow statement

for the year ended 31 December 1998

Reconciliation of operating profit to operating cash flows

1998 1997
restated |
Notes £m £m
Operating profit befors exceptional aperating items o 743 1353 ,
8,7 Amcrtisation and depreciation . o ~ 54.2 53.3
2b Loss on sale of tangible fixed assets other than property _ ) - 1.7 \
Decrease {increase] in stocks L B 358 (268.5) '
Decrease {increase) in debtors ) - o ns 47.0)
{Decrease) increase in creditors ~ B o (1170 2355 |
11 Payments in respect of exceptional eperating items B {19 (15.4) '
1 Payments in respect of terminaticn of operaticns ~ B ~ {15.8) (385
Other items - B L ) _ 182 106 ¢
Net cash inflow from operating activities 81.2 67.0 .
Consolidated cash flow statement
Net cash inflow from operating activities ~ B o 81.2 _ 670
Dividends"f—rgm joint ventures a B ;jn o __2_357 21_:.9
Dividends from associates B o _ 143 68
3dijv Returns on investments and servicing of finance ) B ) 1333) (1500
. Taxation , e e ... faB 352
7 gapital expendity_rg and ﬂnancialjnvestment N ___I_§_E_l.3}r 7____(_1(23__.6)
. - e 450 (66
14k} {-\cquiswtiops a,”d disposaﬁg_ o o 737.737 o LE!J
Equity dvidendspad ) (5941 1542
Net cash {outflow] before use of liquid resources and financing (311} {103.2
3elpv Net cash inflow from the menagement of liquid resources 3 4805
3l Net cash (outflow) from financing {155.8)  (135.1}
3di- Net (decrease) increase in cash (183.8) 212.2
Reconciliation of net cash flow to movement in net funds and debt
Net [decrease) increase in cash {183.8} 212.2 ‘
Net cash outflow #rom increase in debt and lease financing ) i o B 1560 1382
Net cash (inflow) from the management of liquid resources {3.1} (450.5} i
Cnange in net funds and debt resulting from cash flows {30.9) {100.1)
Effect of foreign exchange rate changes on net debt B 40 2.4 '
Inception of finance iease contracts (1._5) (0.5)
Net loans and finance leases of subsidiaries acquired and sold . . - (8.6} 0.2)
Liquid resources of subsidiaries sold 110.4} 0.2} |
Movement in net [debt) B (47.4) 198.6)
Net {debt) funds at 1 January _ {96.0) 2.6
3dti) Net (debt] at 31 Decamber (143.4) {96.0) |
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Accounting policies

a

: T_Acc_ounting_ policies

a Accounting gsonvention The financial statements have been
prepared on the bistorical cost basis, medified 10 include the-
revaluation of certain tangihle fixed assets, in accordance with
applicable UK accounting standards which have been applied on
a gonsistent basis for ali Group operations. FRS's 9, 10, 11 and
14 have been adopted in these financial statements. FRS's 12
and 13 will be adopted in the next financial statements.

b Basis of consolidation The results of businesses acquired
or soid are included in the profit and ioss account fram, or up
to, the date control passes. All undertakings over which the
Group exercises cantrol or has a dominant influence are
consolidated as subsidiary undenakings {"subsidiares’}.

In accordance with FRS 9, assoc:ates are now accoured ‘or
by the equity meathod and joint venturas by the gross equity

" method. with comparative figures restated.

in accordance with FRS 10, historic goodwill previously charged
to a separate resarve is now transferred to the profit and loss
reserve, On disposal, of in the 2vent of ideniification of 1ol
and permanent impawmen:, a charge is taken ta tne orofit and
loss account. New goodwilt is capitalised and together with
cergin brands, where segarately identifizbie, is norraily
armortised over i1s separately eva:uated usefu fife of up 10 20
years In exceptona: Croumstanses 1ne goodwal! and brands
Tay be carned forwara anamorised subject o anrLai

roanrent tesls

¢ Turnover and cost of sales Turncver is the 1ol amount
receivable for goods sold and serwvices proviged in¢luaing
Mators Financial Services interest and leasing inceme, |3
exciudes sales related taxes and intra-Group transactions
Correspondingly, interest expense in respect of Moters
Financiai Services 1s treated as cost of salaa.

d Foreign currencies The results and cash flows of overseas
operations are translated into sterling at the average for the
year of the month end rates of excharge. except when results
are adjusted for the impact of kypennflation by using an
zhernative functional currengy, Assets and labilitigs in foreign
currencies are translated into sterling at closing rates of
excnange except where rates are fixed by contract,

The mifference between the profit and loss account translated
3t average and a1 closing rates of exchange s incuded a5 a
reserve movement in the statement of total recognised gains
and losses. Cxchange differences arising from the retranslation
to closing rates of exchange of opening net assets, long-term
foreign: currency borrowings used to finance foreign currency
investments, and foreign currency borrowings and instruments
that provide a hedge against net assets are also reflected as a
raserve mavemeant, All othar exchange diffgrances are dealt
with in the profit and loss account.

e Financial instruments are used to manage the Group’s
exposure to fluctuations in interest rates and foreign currency
exchange rates Gains and losses are accounted for when the
hedged transaction itself is recognised or at the time when
the instrument ceases 1o he an effective hedge.

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

Freehold buildings and long leasehold

land and buildings 2%
Short ieasehold fand and builldings ) Ie.rm of !ea‘sge
%nt mac“f-wénery and qu:pmem 5% -333%
: 333%

Major computer software applications

Land and ouildings were revalued in 1898 on an open market
existing use basis by local firms of professionatly guaiified
surveyors in accordance with the Group's policy of triennial
valuation. Diminution in value of individual properties below

cost 15 charged to the profit and loss account.

Fixed asset investments are stated at cost, less provisions
for impairment.

9 Vacant leasehold property s provded 1o the exiaent ul
the vaiue of the estimated future net cost.

h Stocks and work in progress are valued a1 the lowe:
of cost and net realisable vaiue. Cost camprises expenditura
INCUIred v BregIng Stocks and work in progress o e

presant ‘ocatior and condaon,

i Leases 45 lessee — ssse1s held under finance leases

are traated o5 they nad teenr ourcnased at the oreser: vaisg
of the mirimum lease payments This costis included unaer
tangible fixed assets and cepreciation .3 provided over the
shorter of the :#ase term and the gstimatad usefui life The
corrgspond:ng obhgaticns Jnder these :@ases are includec
within horrowings. The finance charge element of rentals
payable 1s charged 1o the prot't and 'oss account 1o produce

a constan: rate of interest. Rental payments arising from 1
operating 'eases are charged on a straignt ire bas's.

As lessor — the net invesimant in finance leases and hire
purchase contracts s :ncluded under deotors and represerts
the total amount guistanding under lease agreements and hire
ourchase cortracts less unearned income. Finance lease and
hire purchase ‘ncome is allocated to accounting perieds to give
a constant periodic rate of return on the net cash investment
fBentais receivable from operating leases are credited fo the
profit and 'oss account on & straight line basis,

j Deferred taxation is provided using the lahility methad
at current taxation: rates on timing differences o the extent
that it is probatle that 3 liability or asset will crystailise

k Trade finance provided by manufacturers or suppliers
or related finance houses s treated as 2 creditor and the cost
of such credit is included in cost of saies

| Post-retirement benefits Liabilities under defined
contribution pensian schemes are charged when incurred

The Group has a number of defined benefit pension schemes
for which contributions are based on triennial actuarial
valuations. Pension charges in the profit and loss account are
calcutated at a substantially level percentage of current and
expected future pensionable payroll, with variations from regular
tost spigad over the expecied remaining service lives of
employees, Other post-retirement benefits are accounted

for on a similar basis to defined benefit pension schemes,




s el e a8 A

46 Inchcape plc Notes to the accounts

| Notes to the accounts

fa ) Segmental analysis
| a Turnover Group subsidiaries Share of joint ventures Share of associates Total
i 1998 1997 1998 1997 1998 1997 1998 1997
! restated restated restated restated
N (]] By activity: £m £m £m £m £m £m £m £m
; Ongoing — Motors: i . ) ) o
import & Distribution 2,323.7 3,502.3 52.8 51.0 8137 2069 31902 3,760
Retail 847.0 8615 - - = 4 @410 8B1B
Financial Services 64.7 63.9 53.9 863 1.1 0.9 119.7 180.1
Tatal ongoing 3,235.4 24,8277 106.7 136.3 B14.8 2078 4,156.9 4771.8
To be discontinued: } B ) i )
Bottling South America _ 225.6 2015 - - 8770 2323 2085
Marketing 587.9 10586 1718 1863 605 776 8202 13225
Office Automation - e N B0 965 808 965
Shipping 136.9 143.7 8.1 70 08 1.0 1458 1817 ;
Total to be discontinued  950.4 1,403.8 178.9 163.3 148.0 182.1 1,278.3 1,779.2 3
Total continuing 4,18538 58315 286.6 3296 9628 3899 543852 63510 &
Discontinued 71.2 99.9 - - - _ 712 999 L
4,257.0 59314 286.6 3296 962.8 389.9 5,506.4 6.650.9
b 4
: : L 3
fii} Bigia_pgraphical l_'narket: 3 N . il
Europe: _ _ _ e ' 3
- United Kingdom 12606  2,365.7 18.0 37.9 2048 20002 26084 E
- Continent 8838 7705 68 25.0 " o8 8s8 7963 H
i FarEast  soBz 13235 755 738 ) 9238 1,444 x
South East Asia 4002 6103 50 70 4594 7029 i’ 3
Middle East B 208 194 178.0 184.4 2215 2213 ‘K
The Americas 345 315 08 08 3723 360.0 :
Restof World  447.7 3902 24 06 4761 4180
Discontinued T omz 998 - D . .2 " 99.9
4,257.0 59314 286.6 3296 962.8 389.9 5,506.4 £,650.9

Gecaraphical analysis of turnover is by crnigin and 15 not

s.gniticantly dfferent to turnove' by gestinanon

Comparatives have been adjusted for & ot ventyre in e
niddie East, previously included i the Marseung sirears,

vahich has been transierred 1o Motors impor & Diatrnibaion

Ciscontinued activities in 1988 comprised pnmarily
Battling Rizssia. In 1997 1here were no operatiars that wers
safficiently material to be treated as discontinued
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Segmental analysis continued

Total operating profit

Exceptional operating

Share of joint ventures Share of associates Total operating profit itemns
1998 1997 1998 1997 1998 1997 1998 1997
restated restated restated
By activity: £m £m £m Em Em £m £m £m
Ongoing: B
!Vlotors: _ i ) B o
Import & Distribution {0.5} 0.1 %2 78 90.9 1126 {124.7) (10.8)
Retall - - - 8.3 12.2 _ T
Financial Services 7. 16.8 4.0 12 1837 265 - -
Total Motors 12 16.9 292 90 1159 1514 (1247) {21.1)
Central costs . - - - - {15.5] 7.2} - 4.2
Total angoing 7.2 16.9 29.2 9.0 100.4 134.2 1124.7) {16.9)
To be discontinued: .
Bottling South America "= - (0.1) 03 227 361 - (1.00
Marketing 128 145 35 4.3 21.6 28.2 - {19.8)
Office Automation - - 5.8 6.2 5.8 6.2 - -
Shipping 25 1.8 0.2 0.8 6.1 106 - 29
Total to be discontinued 15.1 16.3 9.4 12.1 56.2 75.1 - (23.7)
Total cantinuing 223 332 38.6 21 156.6 209.3 (1247) (408
Discontinued - - - T (21.4) {19.7) 66 -
___ 23 32 386 21.1 135.2 189.6 (131.31 (406
Exceptional operatingr items ' N
- note 2d - - - - (131.3) 40.6)
Total operating profit 22.3 33.2 38.6 21.1 1.9 149.0
fiih By geographical market: . S - S
Bwops L
et T e e me 65 ws ms s ian
- Continent 13 15 0.2 01 1838 90  1998) 3.2
Far East 33 50 40 38 36.2 §0.4 - s
South EastAsia (04 - 1.3 33 204 320 (14.9)
Middle East 161 162 24 28 188 16.9 - -
The Americas 01 o (0.1} 03 263 398 - g
Restof World - - 2.2 26 185 19.0 - -
Discontioued - - - - 214 e (66 -
C{éntral costs - - - - (;175.5] 117.2 - 4.2
223 33.2 386 2.1 135.2 189.6 131.3) 140.6)
c Average number of employees
Group subsidiaries Joint ventures Associates Total
1998 1897 1998 1997 1998 1597 1998 1987
restated restated restated restated
C_)_ljgoing:
Motors: o -
Import & Distribution 5913 5081 346 340 1,434 879 7,690 7,300
Retail - 3,834 148 - - - - 3,834 4,448
Financial Services 351 326 207 194 13 23 571 543
Total Motors 10,008 10,855 553 534 1,444 902 12,095 12,291
Corporate 98 97 - o - - 98 97
Total ongoing 0,196 10,952 553 534 1,444 902 12,193 12,388
To be discont_inued: ) N
Bottling South America 4,061 2,824 - - 70 81 4,131 2,995
Marketing - 8,856 7.546 4,526 4,536 3,793 3,265 15,175 15,347
Office Autormation - - - - 2,740 2,857 2,740 2,867
Shipping 2,372 2,252 390 2364 19 273 2,81 2,889
Total to be discontinued 13,289 12,622 4916 4,900 6,652 6.476 24,857 23,998
Total continuing 23,485 73,574 5,469 5,434 8,096 7378 37,050 36,396
Discontinued 1,656 1,503 - - - - 1,656 1,503
25,141 25,077 5,469 5,434 8,096 7,378 38,706 37,889
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1 . Segmental analysis continued
d Net assets Share of joint ventures Share of associates Group
1998 1967 1998 1987 1998 1997
restated restated restated
il By activity: £m £m £m fm £m £m
Motors: o S ]
Import & Distribution . 13.1) ©.5) 39.8 259 3847 3633
Retal T - - = mes_ 1027
Financial Services B 33.4 53.0 20.4 7.1 72.8 833
Total Motars ] 7 30.3 525 802 330 5776 5403
Bottling South America o - - 14 18 1837 1340
Marketing - 15.7 14.5 265 283 1243 278.4
Office Automation - - 240 209 240 209
Shipping 0.1 0.2 0.2 0.3 20.9 12.2
Total continuing o - 46 872 1123 843 909.9 9948
Discoroued T L ~ ba_msa
. .. 41 672 1123 BA3 9067 17111
Net debt* o ) ) - - - - 1165) (644}
Other unallocated assets and liabiiities - - - - (99.7) {123.9)
46.1 67.2 112.3 84.3 690.5 9228
{ii) By geographical market:
Europe: S - )
~ United Kingdom - N 24 2 566 323 2223 2278
, ~ Continent A 18 158.2 1223
Far East , 48 55 164.3 256.1
South EastAsa 14 16 307 207 107.3 182.0
MiddleEasst 108 78 81 13 28.9 277
The Ah’)e_ri_;_a_g_____ e - . 0.'1.“. e s 1.9 2195 1724
Rest of World - o _ - - 9.5 8.8 8.4 6.5
Discontinued - - - - - 3.2) 1163
Net debt* N B - - - - (116.5) (64.4}
Other unallocated assets and liabilities s - - - 199.7) (123.9)
46.1 57.2 112.3 843 690.5 9228
* Reconciled to debt as follows:
Net debt as above {116.5} 64.4)
Motors Fina-_r]c_ija] S_e-rv_ip_ga__s_gﬁ_eb_t in 'r-e_s_p_ggt of Ear{su_m_ge_r flnz;ncmg ] (58.2) {-6-0..4)
Shipping cash in respect of princ'i';;érl funds o o 31.3' '2'8"8
Net debt as reported - note 3a {143.4} (96.0}

Zner unallozated assets and liabitues snclude centza orowisicns,
taxat:ion and dividend liabilities, and assets not directly related
o operatg activity

Comparatives above have been adiusted to reflect the réclassification

o onorrowings 1o net operating assets tor @ Motors finance

suosidinry, and to reciassify an associate in the UK, whose Motors

fmarce joint venture was previously inciuded inimport & Distribution,

whieh has been transferred to Motors Financial Services,
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(i}

(i)

(iii)

Segmental analysis continued

Motors supplemental segmental analysis before
exceptional items and central costs - comparatives
restated for change in sharehoiding in Toyota (GB)

Turnover including share
of joint ventures and

Motors segmental analysis associates Total operating profit Operating assets
1998 1997 1998 1997 1998 1997
pro forma pra forma pro forma
By activity: £m £m £m £fm fm £m
Import & Distribution 3,190.2 3,194.2 90.9 498.0 384.7 338.8
Retail 847.0 861.5 83 122 1195 102.7
Financial Services 1797 1769 16.7 221 72.8 70.6
4,156.9 41726 115.9 132.3 577.0 512.1
By geographical market: ) B
Europe: ) e
- United Kingdom 20786 21,9929 . 385 48.3 ] 216.5 191.9
— Cantinent 871.3 782.2 17.2 78 158.7 118.7
Far East ) 431.6 611.0 27.2 371 1093 1017
South East Asia ) 227.8 - 296.7 131 207 54.8 794
Middle East 165 17.0 0.8 08 (1.2) 2
The Americas T 84 93.5 1.0 33 435 30.4
Restof World o “4a10 3803 18.1 163 48 78
4,156.9 41726 116.9 132.3 577.0 5121
1998 1997
pra forma
Analysis of Motors total operating profit £m £m

Subsidiaries’ turnover

3,235.4 i 3,31 3.5

Cost of sales

{2,720.1) (2,773

Gross profit 515.3 542.2
Operating expenses o i (4407)  @450.0)
msé;ibn of termlination pré\ttsions a 4.9 5.5
Operating profit 795 97.7
Share of profits of joint ventures ) N 72 7.4
Share of profits of associates 29.2 272
Total operating profit 115.9 132.3
1998 1997
pro forma
Motors operating assets £m £m
Fixed assets:
Intangible fixed assets - 37 -
Tangibie fixed assets ) B 3 248.6 2405
Eir;t ventures: share of gross assets T 5191 ] I 447.2
share of gross lisbilities (488.8) | (4215
share of net assets 30.3 28.7
Share of net assets of associates 650.2 5.8
3428 317.8
Stocks 684.2 701.1
Debtors i 287.4 7890
Creditors ) {737.4) (795.8)
234.2 184.3
577.0 512.1

Operating assets

Pro forma comparatives have been presented to illustrate
the effect of the reduction in the interest in Toyota (GB) from
75% to 49%, effective from 1 January 1938, which is now
equity accounted as an associste,
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2 Profit and loss
a Analysis of operating (loss} profit Continuing  Discontinued Continuing Discontinued
operations operations Total operations  operations Total
1998 1998 1998 1957 1987 1997
restated restated
£m £m £m £m £m £m
Turnover 4,185.8 71.2 4,257.0 5,831.5 89.9 58314
Cost of sales o | 3,338.6)] (5131 ’ 13389.9)] | (4.752.2) 797 | (4,831 .9)‘
'Exceptionq\ cost of sales — note 2d S I - \ - [ - I (7.7} - 7.71
T (3,338.6) (51.3)  (3,389.9) (4759.9) (79.7)  14,839.6)
Gross profit 847.2 19.9 867.1 1,071.6 20.2 1.091.8
Distribution costs ) (373.6) 5.1} (378.7) 484 9) {9.0) {493.9)
Administrative expenses - 395.2)] (362 . (431.4) | w88 (30.9) | 4897
Exgeptional administrative expenses — note 2d (124.7) 66] | (1313} (32.9} - (32.9)
1519.9} (42.8) {562.7) {481.7) {30.9} {522.5)
Other operating income o _ ] 11.2 - 1 12_ - 88 - 88
Utilisation of termination provisior;s 6.1 - 6.1 10.8 - 10.6
Operating {loss} profit {29.0) {28.0} (57.0) 114.4 19.7) 84.7
b Supplemental information 1998 1897
£m fm
Loss) profit on ordinary activities before taxation is stated
after the follewing charges (cregij@s_): o
I WaEés and salaries i T _3_6-6;0_ 342_5
Social security costs e T T
Other pension costs N o 13.1 '1 72
Total employment costs of the Company ang its subsidiaries 346.9 390.6
Amortisation of intangible fixed assets —goodwi\!imi T B i 12 -
Deipr'egiatiqp o_fltangible fixed assets: ST o
—owned o ) 526 520
l?er under finance leases - 0.4 1.3
Loss on sale of tangible fixed assets other than property ] -7
Hire of plant, machinery and equipment N 52 41
Other operating lease rentals: o '
Spayable 47.1 54.6
~receivable S o - 88 04
Auditers' remuneration: - - - o
Statutory avdit (Company” £0 1m, 1997 - £0.1m1 S 24 27
UK non-audit fees: ‘ - o o T . o
- due diligence and other audit-related work 2.0 o2
~tax advice 0.2 0.1
- management consultancy services T 0.3 i 0.2
Total PricewaterhouseCeoopers fees 4.9 3.1
Audit fees and expenses — firms other than PricewaterhouseCoopers 0.2 0.2
PricewaterhouseCoopers has been substantially involved in related to work done by Coopers & Lybrand, the previous
tne divestment process because of their prior knowledge of auditors, and 115 assocates UK non-audit fees in 1997 of
the Group. The UK non-audit fees included above, paid to £0.4m comprise soiely amounts paid 10 Coopers & Lybrand,
PricewaterhouseCoopers and its associates {being the The £2.7m statutory audit fec for 1997 comorises solely
predecessor partnerships of Price Waterhouse and Coopers amounts paid 10 Coopers & Lybrand.
& Lybrand! during the year were £2.5m of which £0.3m
As permitted by section 230 of the Companies Act 1985, no
separate profit and loss account is presented for the Company.
¢ Directors

Information on Directors” emoluments and interasts, which
form part of these audited financial statements, are given on
pages 35 te 37.

i o il

et e ]
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Profit and loss continued

1998

Exceptional items 1967
£m Em
Exceptional operating expenses:
Goodwill write-off {124.7] -
Other exceptional operating expensas 6.6) 140.6}
Total exceptional operating expenses {131.3) (40.6)
Net profit on disposal of properties and investments 4.1 3.8
Net loss including provisions on the sale and termination of operations:
Provision for impairment on impending sale of
Marketing Asia-Pacific (includes goodwill written off: £48.8m) [189.1) -
Bottling Russia disposal ”—-__ _ (43.2)w -
Sale of 26% interest in Toyota (GB) 180 -
Motors sales and terminations (includes goodwill written off: £13.7m, 1997 - £nil) (29.1} 2.7
Other (includes goodwall written off: £2.5m, 1997 — £8.0m) {22.5) (65.0)
Total net loss on the sale and termination of operations {265.9) (57.7)
Costs of fundamental reorga-n.is_aﬂti'o'r;”m ) B N (106] L
1_'ota_l exceptionsl items - note 2e O o i {403.7) {94 5)
Provision for impairment on impending sale of
Marketing Asia-Pacific comprises: £m
Tangible fixed assets - note 7 44.3
Stock-note 88 S i o o 381
Trade destars o - o T
1364
Goodwill o o B S 4338
Costs - i 3.9
Total 189.1

The excepucnal cperating charge of £124 7n relatas (o the
sotal rroairment of histore goodwill reanrg to certan
Eurcpean Metors operaticns gredorminartly purehases through
the TEM acquisition in 1992

Wotor terminaticns incluge & numeer of axits from coth import
& Digtrbution and Retail businesses, orimarly in Europe. Other
sales and terminat:ans incluce a numecer of withdrawals from
cther businesses and costs arising or earligr disposals.

Exceotional iterms in 1997 mainly comenised a £59.0m
restructuring cnarge 0 respect of Marketing Asia-Pacific and f
£18 2m incurred in respect of Motors Retail closures and a

revision of gavernment levies and fees in Singapare.

Goodwill written off includea above had been charged against
reServes in previous years,

Earnings per ordinary share Headline FRS3
1998 1997 1998 1997
£m £m £m £m
Headiine profit before tax 106.1 184.1 106.1 184.1
Exceptional items - note 2d - - (403.7) (94.5}
Profit (loss) bafore tax 106.1 184.1 {297.8) 8056
Taxation — note 4a i . . tSQ::_Z'-}-_ - 83.1) {61.4) (-67&)
Minority interests ) {6.8) (18.7) (6.5) 117.0)
Earnings {loss) 44.3 102.3 {365.5) 7.8
Headline earnings per share o 84p 19.3p
Basic and diluted {loss) eaming; 5; share T 69.1)p 1.5p

The weighted average number of fully paid shares in issue during
the year, excluding those held by the Inchcape Employee Trust
note Ba), was 529,306,833 (1937 restated ~ 528,805,341).

Optiens have no diutive effect on basic earmings per share as
the exercise prices of all cutstanding options are greater than the
average share price during the period of 171p.

Headline profits and earrings (before total exceptional items
and after the utilisation of termination provisions} are adopted
in that they provide a representation of underlying performance.
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3 Treasury information
a Maturity of net borrowings Group Company
1998 1997 1998 1997
£m £m £m £m
Borrowings and finance leases:
Repayable within cne year: L
Bank loans and overdrafts 160.3 2148 - -
Other loans 110.3 101.3 1.2 -
Finance leases 1.2 1.9 - -
2718 318.0 1.2 -
Repayable over one vear and up to twao years:
Bank loans 5.8 8.4 - -
Other loans 54.7 2.5 - 1.4
F—inance leases 0.9 1.4 - -
66.4 12.3 - 1.4
Repayable ovar two years and up to five years:
_Bank lpans ’ é.s 14.8 - -
Other loans 435 104.3 - -
Finance leases 2.4 2.6 - -
54,4 1217 - -
Repayable beyond five vears:
@l-( loans ) . - - - -
Other toans T - 125.0 - 125.0
Finance leases 3.1 2.1 - -
34 127.1 - 125.0
| Total borrowings and finance leases 395.7 579.1 1.2 1264
' Cash and deposits {252.3) 1483.1) - .1
Net borrowings 143.4 96.0 1.2 126.3
A US private placement was made in May 1995, consisting of
US$100m (£58.7m: 1997 - £60 6mi of 6.53% ican notes,
due May 2000 and US$72m {£43.5m 1997 - £43 6m) of 7.090%
wcan rates, due May 2002
I June 1998 the Company redesmed its £125m 6.25%,
Zonvertible Suberdirated Bonds Due 2008 at par
Jther loans are at various rates of interest, haced to intarbank
market rates. Net obligations under fnance ieases are at
various local prevailing rates of interest
Of the tetal Group borrowings, £7.4m 1s secured (1997 - £37 om).
“ne Company's borrowings are unsecured
b Facilities

it e ———

The Group has committed stand-by credit facilities of £505m
i total {1997 — £326m), £105m expiring in 2000 and £400m
in 2003. During the year £nil was drawn (1997 — £nil}

Cn completion of the Battling South America dispasal,

the £400m facility will reduce to £250m.
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' "3 Treasury information continued
¢ Interest 1998 1997
restated
- £m £m
Interest payable and other charges:
On hank loans, overdrafts and other loans falling due within five years ' 81.8 54.8
Cn finance leases mainly repayable within five years 0.7 T TO
Cost of swapping fixed rate US$ borrowings into floating )
rate sterling on sale of Bottling Russia 7 2.8 -
Other interest T 134 228
987 786
Less amounts included in cost of sales for Motors Financial ) B
Services subsidiaries 5.3} 4.2)
93.4 74.4
Interest raceivable o (79.7) (84.3)
Less amounts included in: o
- Motars Financial Services subsidiaries’ turnover ' ) "m‘lw3.5 F
- Shipping subsidiaries’ interest on principal funds included
in other cperating income 1.5 1.6
64.7) 71.00

The Company and its subsidiaries
Share of ioint ventures’ net interest
Share of associates’ net interest

d Cash flow Acquisitions
and disposals

At {excluding Cther AL

1 January Cash cash and non-cash  Exchange 31 Decemnber

1998 flow  overdrafts) movements movemant 1993

{i) Analysis of net (debt) . £m £m £m £m £m £m

Caihl?l_and and at_?ank . 39 1215.9) 3.7 1285.7

Ovardrafts ) , (64.2) 361 o 0.3 (27.8)

_ ' ] (183.8) - - -

Debtdue withinoreyear  (2619) | 158] | (85l Y (242.8}

Debt due after one year (255.00) | 1388| | (08 7 {0.4) {(117.5)

Finance leases B 0 | 13| os (1.5 (0.2) 7.6}

' ' - ‘ 156.0 8.6 ] B

Liguid resources ' B 1412 3.1 (10.4) 1.1 1266

Net (debt] funds {96.0) {30.9) (19.0) {1.5) 4.0 (143.4)

Liguid resources are principally term deoosits at bank which
are not availzble for immediate withdrawal withou: penalty.

19498 1997

(ri) Cash and depaosits £m £m
Cash at bank and in hand 125.7 3419

Liquid resources ' " 1268 141.2

Cash and deposits as per halance sheet 252.3 483.7

1988 1997

(iii) Borrowings ~ amounts repayable within che year £m £m
Bank loans repayable within one vear B , - 132.5 15@

Loans other than from banks 110.3 101.3

Debt due within one year N . ] 2428 251.%

Finance leases B 1.2 1.9

Bank gverdrafts 27.8 64.2

Borrowings — amounts repayable within one vear as per balance sheet 271.8 318.0
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Treasury information continued

(iv}

v

(vi}

Cash flow centinued 1988 1997
restated

Returns on investments and servicing of finance £m £rn
Interest received 68.3 70.4
Imterest paid i i " (23.6) (74.6)
Dividends received from oth:a'r fixed asse—t investmeas o o 0.2 _
Dividends paid to m_mority interests - - - T i 18.8) (10.8)
{33.9) 115.0)

1998 1987

Management of liquid resources £m fm
Decrease in hquid resources 3.1 4505
1998 1997

MNet cash [outflow) inflow from financing £m fm
Issue of ordinary share capital 0.2 0.5
Capital subscribed by minority interests - . 25
Decreass in Gebt - note 3 . ) (154.7) {132.8)
Capital elerant of financé iease rental payments-» note 3di} i TS i (5.6)
[1655.8) (135.1}

Operating lease commitments

Property leases

Cther operating leases

19598 1997 1998 1897
£m £m £ fm
Operating lease rentals payable in the next year
in respect of cormmitments expiring:
-withinongyesr T T a3 e a7
- in two to five years o 223 299 22 15
-aferfiveyears 15 114 01 -
45.1 50.8 4.2 3.2

Lot B S s ST Rl
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1887

Taxation
a Current taxation 1998
£m fm
United Kingdom ¢orporation tax at 31% (1897 - 31.5%) _ _ 16.8 28.1
Double taxation relief {17.4) {14.4)
_ 10.6) 13.7
Advance Corporation Tex written (back) off (17.0) 10.9
. (17.8) 24.8
é'verseas taxes 39.7 301
Deferred taxation 27.9 0.4}
7 50.0 543
E}u;tments 1o prior year liabilities ) ) o (2.0} 0.1}
The Company and its subsidiaries 48.0 54.2
Share of joint ventures’ taxation . 27 . 54
Share of associates’ taxation 10.7 5.2
— 61.4 - - 64.8
The 1ax charge includes £6.2m in respect of exceptional items
(1997 - £1.7m}.
Tre tax charge v 998 was impacted by unrenevea iosses
from trading cperations in vanous countries, and exceptiona.
costs which were not deductible *or tax purposes.
b Deferred taxatian liability {asset) 1998 1997
£m fm
Balance at 1 January ] (3.8 (5.5
C-Z}_l-_é_“_rged (CEg’qited)-to prqfi}_-_e_ir-w-d loss a_g:éé_tﬂ _______ - T _ 278 (94)
Advangézorporation T;x writ ba;:k - o o B - 7 (17.0) - 7: -
Ad]ustrr-wents to pri_o_r year Iiab}i-i{iés B ) - o 21
Subsidiaries sold i T [1R:] -
Balance a1 31 December - provision (debtor} 7.9 (3.8}
The potential amount of deferred tax liability tasset) on timing Potential Hecognis.ed
differences and the amount which has been provided in the 1998 1997 1998 1997
accounts comprise: £m £m £m £m
Excess capital allowances ) 6.4 4.0 1.7 1
Revalued assets O . onz 11 - -
ﬁffact of losses carried forward - ) (5.1) B — - -
Cther timing differenéés B T
{Company: potential and recognised £5.0m, 1997 — £nil) {7.3) 113.8) 6.2 (4.9}
5.2 8.7 7.9 3.8

Advance Corporation Tax written off 10 aate amounts to
£10.9m {1997 — £25.2mi and is avaiiable for offset aganst
future UK corporation tax lizbilities subject 1o the restrictions
of the ‘shadow’ ACT regulations.

Except for deferred tax on accrued overseas dividends, ro
account has been taken of axation which would be payable
it profits of overseas operations were distributed, as there
is currently no intention @ remit such profits.
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5 Pensions and other post-retirement benefits Pensions - overseas schemes
The Group operates pension schemes for its employees in The assets of all overseas schemes had a market vaiue of
most subsidiaries. Schemes are mainly of the defined benefit £150.0m based on the latest actuarial vaiuations carried out
type with assets held under trust in separately administered during 1997 The actuarial assumptions used for oversaas
accounts. Some overseas employees are covered by defined schemes were consistent with local practice. The actuaral
contribution schemes which are principaliy inked to local valuations of the total assets covered 95% of the benefits
statutory arrangements. The Group alsc has some unfunded that had accrued io members
arrangements in the UK the cost of which are inciuded in the
pension cost figures below. Tha Group has no health and Pension cost
medical plans providing post-retirement benefits for current The pension cost charged for 1998 was £13.1m (1997 -
employees but does have a liability in respect of past £17.2mi of which £30.4m (1897 — £14.7m} relates to schemes
employees under schemes which have been closed 10 of a defined benefit nature and £2.7m (1987 — £2.5m)
new entrants. represents the ameunt attributable to defined contribution
schemes. The significant decrease m cost in 1998 is marnly
Pensions - UK schemes due to the disposal of businesses. A provision of £6.7m
The pension costs for the man defined benefit schemes 11897 - £7.0m) is included in orovisions for liabilities and
operated in the UK were determined in accardance with tne charges. being the excess of tne pensicn cost charge over
advice of independent professionally qualified actuaries based the amount funded. Cutstarding contributions to defined
on the projected unit methad. coniribution schemes are £1.6m (1997 - £1.7my.
Actuarial vatuations for these schemes were camead out during Anamount of Snil {1997 - £3 8ml was credited to operating
1997 using, In the main, per annum long-term assumptans of excaptonal itemns and £2 .7 11997 - £3.0mi charged to
investment return of 8.5 - 10.0%, salary increase of 6.0 - 7.6%,  non-operating exceptional items in respect of disposals and
dividend growth of 4.5 ~ 5.0% and pension increase of termnations
4.5 - 5.0%. The actuarizl valuations of the t07a' asse's covered
132% of benefits that had accrued 1o members. The market
value of the assets held by the Group's UK schemes at
' March/April 1997 was £412.2m
[ Fixed assets - intangiblfe assets Acquired
Goodwill brands Total
£m £m Em
Cost or valuation at 1 January 1998 ] - - i - 22.4 224
Effect of foreign exchange rate ch‘émges T T T T o - _.__—€3EJ—“. EJ
Acquisitions - ) o ) 27 - 227
Cost or valuation at 31 December 1998 22.7 19.2 41.9

ek e e ¢

Eﬂmortisation) at 1January 1998

Frovkded for the year

Amortisation at 31 December 1998

éook value at 3"1 Decembe-r 1998

Book value at 31 December 1957

The goodwill and acquired brands relating to the South Amerizan
Bottling operation have not been amortised as the values
grising on their saie exceed cost 1o the Group

o g b s i A A

it
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Fixed assets - tangible assets

Plant,
Freehold and machinery . _ . . .~ |
leasehoid land and -
and buildings  equipment Total
£m £m £m
Cost or valuation at 1 January 1998 363.4 386.7 750.1
Effect of foreign exchange rate changes 0.3 (0.5) {0.2)
Subsidiaries acquired 3 12 10.2 17.4
Subsidiaries scld B {38.8) (83.4) (122.2)
Addlitions . 29.4 84.1 1135
Disposals o 6.2 {44.0) [50.2)
Deficit on impairment of revalued properties 8.1) - (87)
Cost or valuation at 31 December 1998 347.2 363.1 700.3
Analysed:
Valuation 1993 110 - 11.0
“Valuation 1996 243.0 - 243.0-
Cost 93.2 363.1 416.3
347.2 353.1 700.3
Depreciation at 1 January 1998 o o o ___ﬁ'gn.s_a_______Lsnga_! 1200.2)
Effect of forﬂgn exchange rate changes o ) {0'.'53 24 7 tiS)
Subgidiaries sold o 1.4 249 263
Provided for the year B _en @439 (530
Impairment provision on Marketing Asia-Pacific disposal — note 2d N [34.2) {100 ml
Disposals o - o o 76.5 2@.2 o “_'24.—.7
Depreciation at 31 December 1998 (54.8) {194.6) {249.4)
Baok value at 31 December 1968 292.4 158.5 450.9
Book value at 31 December 1997 M i 350.6 1994 5499
1998 1997
£m £
Book value of Jand and buildings analysed between:
- freehold i 177.4 176.4’1
- leasehold wit_h aver 50 years unexpired e o 485 _ 841
- shart leasehold 66.5 90.0
292.4 350.5
Historic C(;S:t value of land and buildings analysed between: N -
- cost o ~ 292.4 3&5
- less depreciation {53.2) (46.5)
239.2 255.0
The book value-gf tangib-ie-%-i-xed assets held for rental under T T
operating leases amounted to; B
- cost o . 13.4 18.3
- iess depreciation (0.5} (1.9}
129 13.4
The bock value of tangible fixed assets includes £10.8m
11997 — £171.8m! in respest of 9ssets held under finance leases.
1998 1987
Capital expenditure and financial investment — cash flow £fm £m
Expenditure on tangibie fixed assets ~ {113.5) (143.1
Inception of finance leases L L. 05
{Decrease) increase in creditors 1.1} 22
Cash outflow on purchase of tangible fixed assets {113.1} {146.4)
Sale of tangibie fixed assets ' 26.4 40.6
{Increase} decrease in debtors {2.6) 2.2
189.3) {103.5)
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8 . Fixed assets — investments

a Movement in book value Shares Loans

in joint to joint
venwires &  ventures & Own Other
associates  associates shares investments Total

{i) Group £m £m £m £m £m
Cost less provisions at 1 January 1998 89.6 262 17 13.1 130.6
Effect of foreign exchange rate changes {0.6) 0.1 - 0.1 10.4)
Additions 15 - - 1.0 2.5
:Rristng on sale of 26% interest in Toyota (GB) 22.4 (25.0) - - {2.6)
Impairment provisions . - - (0.5} - {0.6)
Disposals (0.9} - - (4.2) {5.1}
Cost less provisions at 31 Decernber 1998 112.9 1.3 1.1 10.0 124.4
Share of post acquisition reserves: }
Balancg atl January 1998 51.9 - §‘L9
Effect of foreign exchange rate changes . o (1.0} 1.0}
[mpairment of revalued fixed assets {1.9) ) . ) {1.9)
Retained profit for the financial year — note 13d 12.0 12.0
Balance at 31 December 1998 61.0 61.0
Adjustment to cost in respect of_p_e_g goodwill: o _
Balance at 1 January 1998 .2y {16.2)
E;E;c{ of foreign exchange rate changes 0.3 0.3
Balance at 31 December 1998 {15.9} (15.9)
Book value at 31 December 1998 BT 13 1.1 10.0 169.5
Book value at 31 December 1997 126.3 62 17 13.1 166.3

Own Shares in
shares subsidiaries Total

(i} Company £m £m Em
At 1 January 1998 15 1301 131.6
iE-f'-f_:eu:_:-;;_"oﬁoreign exchange rate changes T ) - 0.1} 10.1)
Additions a(Lsing from reorganisation of Group com;i)ra?nies - 1836 7836
Provisions for impairment in the year ] 08 {30.2) {230.7)
Disposals - (35.0) {35.0)
At 31 December 1998 1.0 848.4 B849.4

The share of nost acquisition: reserves of it ventures and
associgtes atiributante (o the Group aftern minonty nterests
as at 31 December 1998 1s £58.7m (1987 - £50.1m).

Certain joint ventures and associates that form par: of Motors
Financial Services are primarily financed by borrowings without
recourse to any other Group company, Transactions with joint
vantures and associates within the Motors Financia, Services
activity inciude vehicle purchases and net interest paic on stock

Transactions with :aint ventures and associates within the
Marketing activily nciude sales, rentai income and net interest
totalling £3.0m (1997 - £3.5m), with £0.9m ocutstanding at

31 December 1998 {£2.5m at 371 December 19%7), and

financing totalling £17.1m {1897 - £20.1m), with £1.7m

outstanding at 31 December 1998 (£0.8m at 31 Dacember
1997}, and vemcle sales and rental income totaling £324.8m
17997 restated - £266.4m), with £18.4m outstanding at

31 December 1898 {£13.3m at 31 December 18587) Deht
factored through an associate amounted to £56.1m 11987 -
£47.8m) ot which £1.9m is outstanding at 31 December 1998
{£.2.0m at 31 December 1997). Property sold 1o an associate
amounted to £1.0m {1997 — £nil} of which none is putstanding
a: 31 December 1898 (Enil at 31 Decermnber 1897}
fees and expenses received from Motors joint ventures and

Management

associates amounted 10 £1.6m (1997 - £8.1m), with £0.5m

“outstanding at 31 December 1998 (£0.5m at 31 December 1997,

management serace and agency fees totalling £1.4m {1997 —
£2.7m), with £0.4m cutstanding at 31-December 1998 -
{£1.1m at 31 December 1997} In addition, net loans due from
Marketing joint ventures and associates totalled £2.1m at

31 December 1988 (£0.4m at 31 December 1997).

Own shares are held by the inchcape Employee Trust,

2 general discretionary trust whose beneficiaries include
employeas and {formar employees of the Group and their
dependants. The 1otal number of shares held by the Inchcape
Employee Trust at 31 December 1898 was 758,415, The
shares are held by the Trust to meet contingent awards under
the Inchcape Long Term Incentive Plan. Their market value at
31 December 1998 was £1.0m and at 5 March 1998 was
£1.1m. The shares have been written down to their estimated
net realisable value,

The respective perdormance periods under ghe contingent

awards made in 1996 and 1997 had not expirédat " 7
31 December 1898 and none of those awards had become
exercisable at that date.
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Fixed assets — investments continued

Listed fixed and current asset investments

Other fixed asset

Associates investments
1998 1997 1998 1997
Fixed asset investments £m fm £m £m
Bock value 7.6 8.3 57 7.1
Market value 25.8 35.9 58 62
Current asset investments ] -
Book value - - 16.2 -
Market value T i - 15.4 T
Group share of net assets of joint ventures
and associates Joint ventures Associates Total
1998 1997 1998 1897 1998 1997
£m fm £m £m £m fm
st 34 77 a1 ez e 1w
Current assets 547.8 686.3 361.7 141.6 909.5 8279
Group share of gross assets 579.2 764.0 436.4 201.8 1,015.6 965.8
et oue winnore e e Gwa_eies o imea e
Liabilities due after more than one year (139.2) 1109.4) (7.8) 9.8 {147.0} {119.2)
Group share of gross labilities {533.1) (696.8) (324.1) {117.5) (857.2) 1814.3)
Group share of net assets 46.1 57.2 112.3 84.3 158.4 151.5
Results of significant associate - Toyota (GR) 1998 1997
pro forma
£m £m
Turnover 611.7 546.0
Profit before taxation - 159 19k
Taxation {4.9) 6.2}
Profit after taxation 11.0 13.3
Exed assets T __7 - 25.4‘7 _£77
Current assets 220.2 186.7
Liahilities due within one year [217.6) 1919
Liabilities due after more than one vear {0.2) 0.2}
Net assets 27.8 22.4

Pro forma comparatives have been presented to dlustrate the
affect of the reduction in the interest in Toyata (GB) from 75%
© 48%, effective from 1 January 1998, which is now equity
accaunted as an associate,
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9 Net current assets
a Stocks 1998 1997
£m £m
Raw materials and work in progress ) B . 347 34.1
Finished goods and merchandise 7435 1,184.7
7178.2 1,218.8
The only material difference between replacement cost and Vehicles held on consignment which are in substance assets of
the amounts stated above relates to Marketing Asia-Pacitfic the Group amoeurt to £40.6m (18987 — £35.2m1, and have been
where a £38.1m provision for impairment has bean made included in finished goods stocks with the corresponding
against current year stocks — note 2d. interest-bearing liability included within trade creditors. Pavment
becomes due wher t.iie passes to the Group, which is
Certain Motors subsidiaries have an obligaticn ta repurchase at generally the earlier of six months from delivery or date of sale
a guaranteed residual value certain vehicles which have been
legally sold for ieasing contracts. Although the credit risk is
oassed to the finance house, In substance these vehicles
remain as assets of the Group, and have been included in stock
at the guaranteed repurchase price, with the corresponding
i2hility included within trade creditors. Stock includes £140.9m
1987 ~ £167.5m)] of such vehicles
b Debtors Group Company
1998 1997 1998 1997
£m £m £m £m
i Amounts due within one year: . o ]
: Trade debtors subject tc limited recourse financing B 41 4.0 - -
lzss: non-returnable amounts recefved (3.6} {3.5) - -
o 0.5 05 - -
Other trade deblors ) 3189 4882 - -
Net investment in finance leases and hire purchase contracts o 194 o 36.8 \ — -
Amounts owed by — subsidiaries o o - a3 0 774787174
R - jomt ventures and associates 7.9 BB
Advance Corporation Tax recoverable _ o 64 14.0
Other debtors e - - 568 g2
Prepayments and accrued income 515 527
471.4 693.2 152.1 496.8
Arnounts due beyond one year: B
TFéa:a_-debtors subject to limited recourse financng B 368_ Y - -
less: non-returnable amounts received [32.5) {31.5) - -
43 45 - -
Net investments in finance leases and hire purcﬁase contracts o 63.5 53.4 -
Amounts owed by - subsidiaries - - 128.4 845.7
~ - joint ventures and associates 03 R - -
Trade and other debtors 283 '2v5.8 - -
Deferred taxation asset — note 4b - 3.8 - -
Rdvance Corporation Tax recoverabte i T 4.2 - 4.7
96.4 91.7 128.4 648.9
Total debtors 567.8 784.8 280.5 1,146.7

T-ade debtors subject to limited recourse financing represent
hire purchase debtors discounted with banks, so that the
mizjority of cash received by the Group on discounting is not
returnable and carries interest at variable rates. The returnable
e'ement of the proceeds is recorded as bank loans and
overdrafts due within and after one year as appropriate. It has
haen agreed with the banks that the Group is not required to
make good any lasses over and above the agreed recourse limit.
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9 Net current assets continued
b Dabtors continued - 1998 1997
Net investment in financa leases and hire purchase contracts comprises: £m Em
Total amounts receiveble L 13 116.0
Less: interest allocated to future periods (24.4) {25.7}
82.9 90.3
Rentals receivable during the year under finance leases and
hire purchase contracts amounted to £41.8m (1997 — £51.8m).
The cost of assets acquired during the year “or onwards
finance leasing was £26.0m (1987 — £50.0m.
[ Creditors - amounts falting due within one year: Group o Company
e 1998 1897 1938 1507
£m £m £m £m
Barrowings and finance leases - note 3a 271.8 318.0 1.2 -
Othe; e I
Payments received on acocount - B 766.3 143.5 -
Other trade creditors o ' 6319 1,004.0 - -
Amounts owed to - subs diaries . - - 1823 3963
L - joint veﬁtuireis;;dyass'ociates } 25 18 0 = -
Corporate taxation . ._ “27.7 320 __E;_ _ ______—
Advance Corporation Tax - 61 10.1
Other taxation and social security 24.5 .
Proposed final dividend 350 350
Dividends payabie 1o minerities ez 77 o 77—
Other creditors ) o S i 18.9 7 3b.9' 0.3 2.8
Net proceeds arising on d|s;;o;aléf 26% Téyota 1G38) shares - T
to Toyota Motor Corporation o - 30.0 - =
Accruals and deferred income D - T Y 0.2 1.3
926.6 1,485.6 194.6 4448
Total creditors falling due within one year 1,198.4 1,813.8 195.8 44415
10 Creditors ~ amounts falling due after one year: Group Company
1998 1987 1998 1997
£m £m £m £m
Convertible Subordinated Bonds Due 2008 B - 125.0 - 125.0
Finance leases o B 64 6.1 - -
Other borrowings 1175 130.0 - 1.4

Total borrowings and finance leases - note 3a

Amounts owed to subsidiaries

Corporate taxation
Trade and other creditors

Total creditors falling due after more than one year
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" Provisions for liabilities and charges
Group  Company
Pensions and
other post- Exceptional
retirement operating
benefits Product and Termination
{note 5) warranty termination Other Total and other
£m £m Em £m £m £m
Balance at 1 January 1998 i 3 ) 1.3 30.0 744 294 145.1 17.2
ﬁéct of foreign exchange rate changes 0.4 0.4 23 0.1 2.4 =
aéréeq_to profitand loss aceoumt. iﬂ_ 134 588 40 89.2 212
Utilisad during the year: ) i ~
- cash ' ] 137) 820 (347 8.8) (65.4) (2.6)
- other B {0.2) (1.6) {10.2) 5.2) {17.2) -
Baﬁg@_al 31 December 1998 10.8 33.2 ) 99.6 ~ A19.5 154.1_ g)j
Deferred taxation — note 4b 7.9 5.0
Balance at 31 December 1988 162.0 40.8
12 Guarantees and contingent liabilities
Group Company
1998 1997 1998 1897
£m fm £m fm
Guarantees of joint ventures’ and associates’ borrowings 14.9 13.6 - -
Gu;;antees of various subsidianés‘ horrowings B ” o
Eia_gaiist_w_hich E133r\j has been drawn, 1987 - £47 4m) - ﬂ _3?}_6
Otr;er guara'haaes, Derfbrmance bonds and contingent liabilities 653 72.4 -

Cormmizments for capitel exnenditure entered into and not «
rrovegad for in these accounts are estimgted at £21.9m
(1897 - £22.89ml

Tne Groug also has, i the ordinary course of cusiness
comnitmeants under forgigr exchange and nieres: rate
NHlLMEnts telating 1o the Nedging of ransaclons, ovarseas
370 GE A0 1ITESL EXLDELIeY

Mg héve beom ol etex Tesurg Services

Lo U780 anainst the Grodp under warranties given .
connection wath the sale of Incheape Testng Services in 1996,
Tae cams by (TS aate pringipally to dscrepanaies which have
bean discovereg in 1asting data provided 1o clierts by vanous

5omhe Lned States. Tnese matters are under

@0
mwvestigation ov the US Department of Justice and the US
Ervironmental Protection Agency and ITS may incur civil and
criminal lizbilities as a result. TS may seek 10 racover costs
which are alleged 10 arise from the discovery of the
discrepancies, including liabilities 1o third parties, in repeatingl
waork for o refunding fees to, customers, In imvestigating
the data discrepancies and in dealing with governmental
acthorsies. As yet insufficiens information has been provided
to enable the merits or value of any ciaims to be assessed
fuly In the meanttme, Inchcape intends 1o resist the claims
vigorously and any proceédings that may he brought.

Inchcape Shipping Services [Shiobroking) Limited ['ISS(SI1) has
been served with two wriis alleging that 1SS(S) provided ship
valuations negligently an the basis of which the plaintfl alieges
tey made certain secured loars The claims in agaregate
amount to US318m The baais of the quantum of the claims
remains uncear 31d the claims are baing defended sirénucusiy

The puichaser of Keroing Carand Wan Rental, whach was sold
e 1984 proaght proceedings w1897 inrespect of claims
unger waranhes T boeiota carmen ranges from some £15m
w3 some £28m Tne Groun nas sorved an extensive gefence,
denying each of the allegatons and disputing he alleged
l0sses, and conrtinues t¢ defend the claim vigarously,

Thie Direstors having reviewed the matters get out above
and having made certain provisions consider, based on the
information currently available, that they will not have a
materiat impact on the financia: position of the Group.

"in‘additlon to the above. thare were 3t 31 December 1998

other contingent liakiiities arnising in the ordinary course of
husiness, including these in respect of disposed busingsses
These are not expected to give rise 1o any significant loss,
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13 Dividends, minority interests and equity
. B Per share ! .
a Dividends 1998 1897 1998 1997
pence pence £m £m
Interim - paid 26 November 1998 {1997 paid - 31 Decemnber 1997) 4.6 4.4 24.4 233
Finai — proposed — payable 9 June 1999 {1997 paid - § June 1988) 6.6 6.6 35.0 SFE
1.2 1.0 59.4 58.3
If approved at the Annual General Meeting, the final ordinary
dividend will be paid to ordinary sharehciders registerea in the
books of the Company at the clese of business on 21 May 1959,
b Minority interests 1998 1997
£m £m
Paid or payable as dividends o ) ) 1.2 12.4
Net retained profit for the year o ) - - B3 4.8
6.5 170
[ Substantial shareholdings
The following notifications of substantial interests in the Company’s
issued ordinary share capital had been received by 8 March 1993
under the provisions of the Companies Act 1985;
Franklin Resources, Inc lformerly Templeton Global Investors, Inc) R S 288%
Toyota Motor Corporation ) 4.76%
Prudential Portfolio Maragers Limited ' o  as1%
d Profit (loss) for the financial year 1998 1997
£m £m
Dealt with in the accounts of:
The Company o
Subsidiaries o -
Joint ventures and associates - nots 8a
(365.5) 7.8
i
a Share capital . Alflotted, called-up
Authorised and fuily paid
1988 1997 1998 1997
£m £m £m £m

(i} Summary
Ordinary shares —~ authorised 786,000,000 ordinary shares of 25p each
{1997 - 786,000,000 ordinary shares of 25p each) and allotted,
called-up and fully pard 530,108,568 ordinary shares of 25p each
{1997 - 529,985,469 ordinary shares of 25p each)

i) During the year the 123,099 ordinary shares of 25p each in
Inchcape plc were issued under the Inchcape Executive Share
Option Scheme at a consideration of £0.2m.
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Dividends, minority interests and equity continued

(it}

T

Share capital continued

At 31 December 1988, options to subscribe for ordinary shares
of 25p each in the Company under the following schemes were

outstanding as follows:

Crdinary shares Exercisable Opticn Ordinary shares Exercisable Option
of 25p each until price of 25p each undil price
Executive Share Option Scheme SAYE Share Option Scheme

21,224 18 May 1999 238.40p 32898 TJune 1989 428.00p
21,224 11 May 2000 239.35p 27,930 1 January 2000 441.00p
63,674 21 November 2000 222.38p 183,630 1 February 2000 235.00p
19.857 _ 20 May 2001 31181p 45,230 1June 2000 343.00p
17,934 22 November 2001 362.7%p 266,705 " February 2001 250.00p
582,000 22 May 2002 507.00p 291,320 1 February 2001 226.00p
44,100 30 October 2002 486.00p ' -
208,300 g June 2003 585.00p L
90,900 21 October 2003 527.00p

278,500 28 Aprl 2004 551.00p B
534,200 27 April 2005 312.00p o
298,900 - 18 May 2005 319.00p —_—
9,800 9 November 2005 301.00p )
359,000 . i8April2006  314.00p - _ B
138,258 17 April 2007 263.00p -~
44,517 16 October 2007 292.00p ]
International Executive Share Option Scheme

{formerly Overseas Executive Share Option Scheme)

74,284 — . 1'Mey2000 - 23838p

81,552 21 Novernber 2000 22238y ' R
107,181 _ 29May2001  31191p ~ -
221,600 .. 22Mey2002 507000 - -
621,100 30 Octoder 2002 agB00p T
115600 9June2003 585000 i .
400 210viber2003  527.00p e
60B8OO 28Apii2004  ss1000 -
616,800 27 April 2005 312000 - -
37,700 9November2005  3otoee T

£21,400 18 Aprl 2006 314.00p -

2181842 17Api2007 263005 . o
135,267 16 October 2007 282.00p B o B
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Dividends, minority interests and equity continued
f Movements in sharehclders’ funds Share
Share premium Revaluation  Profit and Goodwill on
capital account reserve loss account consolidation Tota! Total
1998 1998 1998 1998 1998 1998 1997
i} Group £m £m £m £m £m £m £m
- [Loss) profit for the financial year - - - {365.5) - (365.5) 7.8
Dividends — note 13a - - - {59.4) - (59.4) {568.3)
Retained {loss) for financial yvear - - - 14249 - 424.9) {50.5)
Serip dividend adjustment - - - - - - 2.3
. - - - (424.9) - {424.9) (48.2}
E|
—— Effect of foreign exchange rate char.wéé-s_- - - 33 5.7 = 9.0 (50.2}
New share capital issued 7 - 62 - - - 0.2 0.5
Goodwill on acquisitions o = - = = - = (8.8)
ComeST " Goodwilt on disposals and written off - - - 189.7 - 189.7 8.0
Ceficit on irnpairment of revalued properties - - {10.0) - - 110.0) -
Transfers on realisation of property surpluses - - {1.3) 13 - - -
Capitalisation on Inchczpe Berhad demerger - - 180 (18.0 - B - -
Cther transfers - - 3.8 {3.8) - - -
Net change in shareholders’ funds - 0.2 13.8 {250.0} - {236.0) 95.5)
Balance at 1 January: o
As previously reported 132.5 1087 1259 8414 (416.2) 7903 8868
Prior year adjustment o - - - (416.2) 416.2 - -
Balance at 1 January restated 132.5 106.7 125.8 4252 - 790.3 8868
Balance at 31 December 132.5 106.9 139.7 175.2 - 564.3 796.3
Revaluation reserve includes other non-distributable reserves
of £77.3rm (1997 - £45 0mi. Net foreign exchange losses on
borrow:ngs reporied in reserves amount to £0.1m in 18488,
n accordance with FRS 10, the profit ana (oss account reserve
has Deen restated 10 eliminate goodwiil previously written off to
a separate reserve, Goodwll contained within the profit and loss f
3CCOUNt reserve Comprises:
£m
Balance at 1 January 1998 . 416.2
Effect of foreign exchange rate changes = =
Goodwill written off in the year in exceptional operating expenses —note 2d o {124.7)
Goodwill on disposals - note 2d 165.0)
Balance at 31 December 1998 226.5
Goodwill on consoiidation above excludes £56.2m which was
written off in 1988 against a special capital reserve and was
then transierred to profit and loss account. This goodwill
relates to earlier acquisitions for which no analysis is available.
Share Profit
Share premium and loss
capital account acsount Total Total
1998 1998 1998 1998 1997
(i) Company £m £m £m £m £m
Retained profit {loss) for the year . - - 2129 2129 66.3)
Serip dividend adjustment - - - - 23
New share capital Issuec o - 0.2 - 0.2 0.5
Net change in shareholders” funds - 0.2 2129 2131 (63.5)
Balance at 1 January 132.5 106.7 431.1 670.3 733.8
Balance at 31 December 132.5 106.9 644.0 883.4 570.3

VA an e et
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14 - Acquisitions and disposals
a Goodwill arising on acquisitions As acquired
company's
accounting Fair value Fair value to
records adjustments  the Group
1998 1998 1998
{i) Subsidiaries - principally Bottling South America £m £m £m
Fixed assets 18.3 1.6} 17.7
Stocks - 1.2 2.7) 85
Debtors - 11.4 (6.0} 5.4
Cash at bank 3.1 - {3.1-3
Borrowings [10.2} - {10.2}
Other crediters and provisions (12.5] 08 (11.7)
Mingrity interests 13 - 13
234 (9.5} 13.9
Fair value of consideration _ﬁ
Goodwill — note 6 227
“he fair value adjustments relate mainly to vatuation corrections ';.2 '
arising from due diligence processed post completion i 3
R
{if) Joint ventures and associates :g
Share of net tangible assets — principally reclassification g
on sale of 26% interest in Toyota (GB) 239 %
i Fair value of consideration 238 ;‘E L
Goodwill - %
b Cash flow 1998 1897
(i} Net cash inflow {outflow) from acquisitions and disposals £m Em =
Purchase of subsidiaries o {14.9} {16.5]
Purchase of joint ventures, associates and other investments {1.8) 129
Acquisition provision payments i . (“ﬁ} 3
Sale of subsidiaries - 848 386
Sale of joint ventures and sésociates 5.2 Y
73.3 9.1
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Acquisitions and disposals continued

Disposals Acguisitions

Disposals’

Cash flow continued Acquisitions
Net assets acquired {disposed of} on acquisition (sale} 1998 1998 1987 1997
of shares in Group companies £m £m £rn £m
Fixed assets and fixed asset investments (including Group
share of joint ventures’ and associates’ net assets) 41.6 {121.8) 248 9.4}
Stocks 8.5 [376.0) 0.1 (12.8}
Debtors 5.4 [73.7) 0.1 n2.9
Cash less bank overdrafts (3.6} 13.2 G.1 4.8
Liquid resources - {10.4) - Q.2)
Loans and finance leases 9.7 1.1 0.2 -
Other creditors and provisions {11.7 408.4 {0.4) 16.0
Minaority shareholders” interests 1.3 11.4 (11.8) 08
Goodwill 227 {1.0} 5.9 8.0}
Less {profit} on disposal - 239 - 6.2
Net consideration payabie {receivable) 60.5 {124.9} 18.6 115.7)
Satisfied by: -
Cash paid (received) o 12.3 (72.0} 18.6 115.2)
Transfer to associates 224 (22.4} - -
Shares issued in subsidiary companies 23.9 - - -
Non cash consideration 77414.97” i {0.5} - -
Deferred consideration pavable {receivable) — 1988 Toyota (GB} - (30.0) - {0.5)

50.5 {124.9) 18.6 {15.7}
Acquisitions of subsidianes during the vear had no materal
effect upon the Group's ret ogeratirg casn flows, interest paic,
taxation or capital experditure
Digposals above excluge provisions in relation ta the impending
sale of Marketing Asia-Pacif:c, and termirations
Subsidiaries scid during the year absarbed £1.8m of the
Group's net operating casn flows, paid £6.4m in respect of net
raturng on investments and servicng of ficance, recaived £1 2m
in respect of taxation and incurred £11 9m for capital expenditure

i

Analysis of the net inflow of cash in respect of the sale
of subsidiaries £m
Cash consideration received lincluding receipts from purchasers
outstanding at 31 December 1997) 7.6
Net overdrafts of subsidiaries soid T 13.2
Net inflow of cash in respect of the sale of subsidiaries g84.8
Analysis of the net outflow of cash in respect of
the purchase of subsidiaries £m
Cash consideration paid {inciuding payments to vendors
outstanding at 317 December 1997) 11.3
Cash of subsidiaries acquired 3.6
Net outflow of cash in respect of the purchase of subsidiaries 14.9
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Post balance sheet events

“he following disposals have been agreed since

31 December 1988. They are treated as 'to be discontinued’
as their completion will arise after the date of these financial
statemants.

On 8 January 1989 the Group announced the sale of its
IMarketing Asia-Pacific business, comprising its 63.3%
shareholding in the Singapore listed Inchcane Marketing
Services Limited, together with the other Marketing
operations in Japan, Greater China and South East Asia, for a
cash consideration of £83.0m. Given the £188 1m praviston
for impairment, and after charging previously written off
goodwill of £51.4m, no material profit or loss 15 expected

on the disposal.

On 1 February 1898 the Group announced the sale, subject to
shareholder approval, and the purchaser arranging tinancing, of
its Bottling South Armerica business for a cash consideratian of
USS750.4m. The net gain on disposal is expected to be
approximately £270m after cnarging goodwill of £14.1m
previously written off.

On 8 February 1989 the Group gnnounced the sale of iig
Shipping Services business for a cash congideration of up to
£47 5. Adter charging praviausly wiritter off gooadwill of
£15.6m, the disposal is not likely 10 generate & material profit

or ioss

The following table sets out the assets and Labilities of the
above which were consalidatad in the Group balance sheet

£t 31 December 1298, The aggregete operating profits of these

businesses in 1998 was £34.8m.

Marketing Bottling
Asia- South Shipping
Pacific Armerica Services
£fm £m £m
Intangible fixed assets _ o ~ - 30 18
Tangible fixed assets 97.2 108.2 17.6
B ) ) 97.2 Ei?, o 19.4
Current ass';a‘;ts: ~ N L o _______ i ) o -
Stocks 57.8 267 1.9
Debtars 865 303 1104
Cash at bark and in hand B T 508 413 307
e e e 1881 983 1830
Creditors due within one year: ) - o
Boowings o - Ba -
Other (147.1) _ (335) (140.4}
(147.7) {36.9) {140.4)
Net current assets 48.0 61.4 2.6
Total assets less current liabiliies - 145.2 2056 22.0
Eééff_i@is due after more than oHe year: ) T ____
Borrowings } 7 o 7”: - (o) -
Other - T 02 =
I i .. o -
Provisions for liabilities and charges B N (16.6) [1.3) (3.3)
Total net assets _ 1286 203.3 18.7
Minority interests {43.2) {51.3} {0.3)
Group share 85.4 152.0 18.4
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16 Principal subsidiaries, associates and joint ventures
a Principal subsidiaries

Country/ Share-
Company region holding Description
Holding Companies ]
Embotelladora Williamson Baifour SA Chile 100% Helding company whose
subsidiaries’ activities are Bottling
Willemsen Batfour SA Chile 100% Holding company whose main
o subsidiaries” activities are Motors
Inchcape Pacific Ltd Hong Kong 100% Haolding company whose subsidiaries”’
activities are Motors, Marketing and
o - Shipping Services
Incheape Heldings Sdn Bha Malaysia 100% Holding company whose subsidiaries’
activities are Marketing
Gray MacKenzie & Ccmpgny Ltd Middle East 100% Holding companies for the Group's
(United Kingdom) arLdEQinneys 1948 Lid Middle East Motors, Marketing
{United Kingdom} . ‘__andVShippinrg Services businesses
Inchcape Marketing ServicesLtd ~ ~ Singapore.  &3%  Publioly quoted company whose
e _subsidiaries’ activities are Marketing
S e and Shipping Services
Inchcape Moters Lid Singapore. 63% Publicly quoted company whose
formerly Inchcape Berhad) o o ~_subsidiaries’ activities are Motors
inchcape Motors International Ltd - United Kingdem 100% Holding company for the Group's
European and Austraiian non-Toyota
_ ) Motors companies ) o
Inchcape Shipping Services [Europe) Lid l-Jmted ngdom . 100% H-o-lamg company for the Group's
. L Eurcpean and African Shipping Services
i
S8 Acguisition Corporation USA 100% Holding company Vyvho_s.g_f}_.t_tggdira_fi_gs'
) o - _main activity is North American
Shipping Services (held dire_<_:_t_ly__l_a_\ir
L ) Inchcape plc)
Motors e
Inchcape Automotiveﬁyg{ra}li_a_ Ptthd - _ﬁ\gsitra\ia 100% Almport & Distribution
Subaru {Australia) Pty Ltd Australia 100% Import & D{stribgqi”qug e
Toyota Belgium NV/SA Belgium 100% Import & Distribution
France Mators SARL ) 7 ) France 95% Retail and Import & Distribution
Toyota Hellas SA o ) Greece 1__0_0_% Import & Distribution o
Crown Motors Ltd Hong Kong 100% Import & Distribution
Mazda Motors (Hong Kong) Lid Hong Kong 100% Import & Distribution
Borneo Motors (Singapore) Pte Ltd Singapore 653% Import & Distribution
IRB Finance Berhad Singapere 44% Financial Services
CJ Impoerts UK Ltd United Kingdom 100% Import & Distribution
Kenning Leaseline Ltd United Kingdom 100% Financial Services
Mann Egerton Vehicle Contracts Ltd United Kingdom 100% Financial Services
Wadham Kenning Motors Group Ltd United Kingdom 100% Retail
Marketing L o
Inchcape Marketing Services (Japan) KK Japan 100% Marketing _
Inchcape Engineering Ltd Thailand 100% Marketing
Bottling
Embotelladora Latinoamericana SA Peru 48% Bottling
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- a K
16 - Principal subsidiaries, associates and joint ventures continued ‘
b Principal associates and joint ventures
Country/

Company region Shareholding Description ;
Motors 3
Inchcape Finance SA France 48% Financial Services
Inchroy Credit Corporation Lid Hong Kong 50% Financial Services
Automotive Group Lt United Kingdom 40% Import & Distribution
CJ Financial Services Ltd United Kingdom 50% Financial Services
l-nchcape Financial Services Ltd - United Kingdorm ,-.49% Financial Services
MCL Group Ltd United Kingdorn 40% Import & Distribution
Toyota (GB) Lid United Kingdom 49% " Import & Distribution )
Marketing/Shipping 3 ‘ ;
Gray MacKenzie & Partners (Abu Dhabi) LLC  Abu Dhabi 49% Marketing and Shioging P8
Spinneys (Abu Dhabi) LLC Abu Dhabi T 49% Marketing and Shipping e
Bahrain Maritime & Mercantle o T I 1{
International BSC Bahrain 48% Marketing and Shipping ;
Gray MacKenzie & Partners o o |
{Central Emirates) LLC Dubai 49% Marketing and Shipping |
Spinneys (Dubal LLC Dubai 49% Marketing and Shipping |
Notes:

Only those companies that principatly affect profit or assets
are incluged. Embotelladora Latinoamericans SA and IRB
t Finance Berhad are consolidated as subsidiaries througn the
Group's control of the Board. Ail sharehoidings represent
the ultimate interes? of the Group in the respective Company’s
ordinary shares, excep: for
~ Inchroy Credit Corporation Ltd, where the Group hoigs
50% of the company’s non-voting deferreq shares, ans:
- Embotelladora Latingamericana SA, where the Group has a
hotding of 1% of the company’s labour snares which carmry

no vouing nights, but rank pari passu with ordinary shares

m ali other respects.

17 Foreign currency translation
Average rates Year end rates i
The main exchange rates used for transiation purposes are as follows: 1998 1997 31.12.98 31.12.97 |
Australian doilar 2.63 2.21 2m 2.53 °
Belgian franc T 60.4 58.5 57.2 61.0
Chilean peso o 763 : 690 787 721
French frane 9.82 9.54 9.29 2.80
_ Hong Kong dollar 12.85 12.70 12.89 12.70
Japanese yen 218 199 188 214 )
Malaysian ringgit ) 6.47 462 6.32 5.40
Paruvian sol 4.86 4.38 5.25 4.43
Singapore dollar 217 2.44 2.75 2,77 |
US dollar 1.66 1.64 1.66 1.65
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Profit and Toss account

Turnover:
Group subsidiaries

Share of joint ventures and associates

Group plus share of joint ventures and associates

Total operating profit betore exceptional operating items

 continuing operations 156.6 2093 180.5 1535 .
- discontinued operations {21.4) (19.7 273 51.7.
‘ 135.2 189.6 2078 . 2052-— 3751
Interest o {29.1 {5.5) {42.7) (68.4) (48.5)
Headline profit before taxation 106.1 - 184.1 1651 AR T T A %
Excentional aperating items (131.31 {40.8) - 8.2} ——
Profit (loss) on sale of properties and investments a1 38 9.2 17.7 ¢ .
Net profit (loss) on the sale and termination of operations {265.9) {¥ ] (67.3) 819 -
Costs of fundamental reorganisation . 110.6} - - - -
Profit [loss) before taxation (297.6) 896 107.0 17.4 2284 |
Taxation 161.4) (54.8) (7.0 (49.6) 7an’
E’l:(?ﬁ?ﬁ[l(ﬁsl aftar taxatip_n_m” (3_5_»%.(1!] 24.8 36.0 32.2) 154.7
Minarity interests o (65 {17.0) {13.5) (1.8 (13.7;
Profit (loss} for the [inanc_iai year _ {365.5) 7.8 22.5 {44.0) 141.0
E)fiidends o . {59.4) (58.3} 81.1) 60.8) {78.3) -
Retained profit {loss} for the financial year 424.9) {50.5) 138.6) {104.8) 62.7 |
Earnings {loss! per ordinary share: B
Headiine N B.4p 19.3p 17.2p 14.0p 26A4p'
Basic {69.1)p 1.5p 43p (8.3)p 26.8p]
Dividends per ordinary share 11.2p 11.0p 10.5p 10.0p ]5_Op§
: |
Balance sheet ;
Fixed assets B 861.1 7386 £93.5 753.1 812.2 |
Other assets less liabilities othar than cash {borrowings} 172.8 280.2 319.1 219.8 247.0
o 833.9 1,018.8 1.012.6 9728 1,0689.2 ¢
Met cash (borrowings) {143.4) {96.0) 2.8 (311.4) (310.6)
Net assets 6590.5 922.8 1,015.2 651.5 7488 -
Shareholders’ funds a 5543 7903 486.8 E43.0 632.4
Mingrity interests 136.2 1325 1284 1185 116.2
6905 9228 10152 661.5 748.6

* Before Foreign Income Dividend enhancement.
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Inchcape plc

Shareholder informaticn

" Shareholder information

Registered Office
Inchcape ple

23 Cavendish Sqguare
London W1N 9kF
Tel: (44} 171 546 0022

Registrar

Computershare Services PLC
Registrar's Department

PO Box No 82

Bristo; BS99 7NH

Tek: (44) 117 930 6666

Solicitors
Slaughter and May

Auditors
FricewsaterncuseCoopers
Chartered Accountants and
Fegistered Auditors

Merchant Bankers
ING Barings uimited

Stockbrokers
Viarourg Dillor Read

Senior Motors executives

Chief Executive
Feter Johnsor
Tt 2409770 545 0000

Paoaddr 270833 8105

Group Finance Director
Alar Ferguson
T4y 17 DAL O3

Fan. (&4 177 L33 810D

The following execuives Je fesponsibie

for operations:

Inchcape Toyota Division
Trevor Taylor

Tel: t44) 1737 768585

Fax: {44 1737 771728

Financial Services and
New Business Ventures
John Greenfigid

Tal t44) 171 546 0017
Fax: 144} 171 533 6105

UK Retail

David Newbury

Tei (44) 1823 221144
Fax: (44) 1823 800622

Europe, Middle East, South America
and Mazda
Crieig Franklin

- Tel: (44) 171 546 0011

Fax: (44) 171 5633 9105

Asia and Australasia
Martin Ward

Tel: (612} 9828 8199
Fax; (612} 9725 2240

The fellowing executives are responsible
for staff functiors:

Group Treasurer
Adrian Marsh

Group Tax Manager
Amanda Catterall

Group Financial Controfler
Paui Wallwork

Group Audit & Risk Management
Tim Trounce

Business Development
Dale Butcher

Human Resources
Alan Schofieid

Information Systems
Peter Wilson

Group Communications
Stephen Clare

Investor Relations
Bridget Ganaer

Group Company Secretary
Roy Withams

Inchcape PEPs
On 6 Apr 1999 Irdividaa Savirgs Accounts will replace

PEPs a5 the vetucle o0 tas-exempt individugi savings., From
that gay o fermes savings o e Inchcape PEPs w.l be
aliowed Bt enung s Mgy serelaned ngeiniey. The
managemient of e rengape PEPs wal be transferred to

The Skare Centre, wiio can be contacted at PO Box 1000,
Tnng. ners, HP2E 407, 19 no. 05442 880800, as Bradford
& Bingiey, the previoas PEP managers, have decided to

witharaw from the PERs markel.

inchcape ISA

With effect from 6 Apri! 1999, Inchcape will establish a
Corporate Individual Savings Account (ISA). This will be
managed by Midiand Bank Trust Company Limited who may .

be contacted for fu! details at Corporate PEPs and ISA Centre,

2nd rlog:, Ridgeiand House, 165 Dyxe Road, Hove, East
Sussex BN3 TUN, el no 01273 363050

Financial Calendar

Ex-dividend date for 1998 final dividend
17 May 1999

Record date for 1998 final dividend
21 May 1999

Annual General Meeting
14 May 1599

Final 1998 ordinary dividend payable
S June 1999

Announcement of 1999 half year results
9 August 1993
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