r
>

CAFFYNS

(AT

03/08/2013 #277
COMPANIES HOUSE

SATURDAY

Caffyns Annual Report 2013




Contents

Results at a Glance

Ohrectors and Adwvisors
Operational and Business Review
Report of the Directors

Corporate Governance Report
Directors’ Remuneration Report
Directors’ Responsibilities

Report of the Independent Auditor
Income Statement

Statement of Comprehensive Income
Balance Sheets

Staternent of Changes in Equity
Cash Flow Statement

Pnncipal Accounting Policies
Notes to the Financial Statements
Five Year Review

W N -

21
25
26
28
29
30
3
3z
33
40
64

Showroom, Volkswagen
Hove

Showroom, Volkswagen
Haywards Heath

Volkswagen, Hove




Results at a Glance

Summary

Revenue

Reported profit before tax

Adjusted EBITDA"

Adusted operating profit **

Adjusted profit before tax™

Non-undertying items before tax™*

Earnings per share

Agjusted earnings per share™

Proposed final dwvidend per share

*  Adusted EBITDA 1s adusted operatng profit plus underiying deprecaation of £871,000
** Aduisted for non underlying items (as restated)

Highilights

Undertying profit before tax of £1,218,000 (2012 £564,000)
@ Profit before tax of £1,522,000 (2012 £1,456 C00)

® Like for ke new car unit sales up 18 5%

@ Like for ke ncrease in underlyng revenue of 10 6%

® Adjusted eamings per share of 37 3p (2012 27 2p)

® Successful disposal of three underperforming businesses

2013 2012
£'000 £'000

164,965 170,192

1,522 1,456
2,981 2,568
2,110 1,625
1,218 564
304 892
P P
486 510
373 272
70 70
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Operational and Business Review

Summary of results

| am pleased to report that the Group has increased
profit before tax in the year ended 31 March 2073 to
£152m (2012 £1 46m) bulding on the underiying
profits announced at the half year Profit before tax and
non-underlying items 1s £1 22m, up from £0 56m (as
restated) in the previous financial year

Revenue at £165 Om was down from £170 2m last
year, following the closure of three underpertorming
businesses durting the pnor year Underiying revenues
on a lke for lke basis, excluding the disposal of four
non-core operations increased by 10 6%

The net non-underlying gain of £0 3m compnsed
gains on the sale of two properties, net of
imparrments, of £1 72m together with a net credit

on the pension scheme of £67,000 less the costs of
closing businesses of £1 07m and other redundancies
of £041m

Adjusted earnings per share are 37 3p (2012 27 2p
as restated) Basic earnmgs per share are 46 6p
{2012 51 Op) reflecting a 15% taxation charge this
year compared to a tax credit in the previous year

New and Used Cars

Qur new unit sales were up by 18 5% on a like for
Ike basis, while 1otal UK new car registrations rose
by 7 2% over the twelve month penod Within this,
the pnvate and small business sector rose by 13 2%
50 we outperformed both the overall UK average and
the specific sector In which Caffyns operates Qur
premium and premium-velume franchises continue
to perform well and new car margns remaned firmn,
with new car gross profits ahead of our internal
expectations

Used car unit sales n the year were up 2 3% on a like
for ke basis with the second half up 12 0% on a hke
for ke basis

Aftersales

Total UK new car registrations continue to be below
pre-recession levels resulting i a further reduction
in the overall size of the O to 5 year old car servicing
market and a 2 4% decline in kke for ke aflersales
revenues However, the actions we have taken to
enhance our aftersales marketing and retention
procedures, together with our Improving new and
used car sales, are addressing this 1ssue

Operations

The UK new car retal market 1s being dnven by
manufaciurer offers to counteract the depressed
market in maintand Europe Our focus on iImproving
operational processes has seen an encouraging
ncrease in new and used car sales and this, along
with used finance and aftersales retention, remans at
the centre of our dnive to enhance profitabiity

The new and enlarged showroom and aftersales
faciities for our Violkswagen dealership in Bnghton
are now complete, on schedule and budget, with the
business returning to normal trading after the onsite
disruption

Work on the construction of our new Volkswagen
dealership in Worthing began n May 2013, with an
expected completicn early n 2014 The anlicipated
cost of the development at £4 75m will be partially
offset, in due course, by the sale of the existing site
occupied by this franchise in Gonng

In Haywards Heath the enlargement of our
Volkswagen showrcom has been completed This
deatership 1s situated next to the busy commuter
statron and our improved facilities are highly visible
from the platiorm

Caffyns plc
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We have begun trading as a Seat dealer in Tunbrdge
Wells alongside our Skoda business and will be
redievetopng the two showrooms to the new franchise
specifications

As previously reported, our loss-making Ford and
Volvo business in Bnghton was sold in July 2012 and
wa also closed our Ford retall dealership in Alton in
September 2012

In February 2013, we acquired a freehold property
immediately adjacent to our Land Rover dealership in
Lewes The purchase of this site enables us to operate
our aftersales actmties at our enlarged dealership,
hawing vacated nearby leasehold prerises 0 April
2013

In Ashford we are redeveloping our redundant
bodyshop bulding to provide a larger showroom and
workshop faciity for the growing Skoda franchise

Restructuring

We announced in July 2011 that we would be

ceasing representation of Vauxhall for new car sales

in Ashford and Tunbndge Wells when the then

current agreements terminated We now represent
Skoda and Seat in the Tunbndge Wells site but, after
positive discussions with Vauxhall since the end of our
financtal year, we have agreed 1o continue to represent
Vauxhall n Ashford We have seen a considerably
improved performance there and we believe that this
new arrangement will optimise our return irom this
Important dealership Trading from these Vauxhall sites
has been treated as non-undertying in the penod from
July 2011 to March 2013

In addilion to these closures and disposals referred to
above, we have further reduced central and branch
administration costs The funds generated by these
actions will be invested in growing our remaining
businesses and N acquinng further operations as and
when appropnate opportunities anse

The total costs atinbutable to the above restructunng
were £1 07m, in addition to which there were
redundancy costs of L0 41m

Property

We operate pnmanly from freehold properties and our
property portfolio provides strategic flexibility to our
business model Durng the year, we incurred capital
expenditure of £3 67m and realised £2 9m net of
disposal costs on the sale of our freehold properties
at Afton and Gonng-by-Sea Net gains on the disposal
of tangible fixed assets were £1 9m

A valuation of the Company's freehold premises

as at 31 March 2012 was carned out by chartered
surveyors CBRE Limited on the basis of existing use
value Excluding the three freehold properties being
offered for safe at 31 March 2013, the properties
were valued at £4 8m over ther net book value In
accordance with the Group’s accounting policies
{(which reflect those utifised throughout the industry),
this surplus has not been INncorporated into the
Group's accounts The directors are adwised that there
has not been a significant change In values dunng the
year to 31 March 2013

We have exchanged contracts, conditional upon an
appropniate planning approval, for the sale of freehold
land i Hailsham for £9 4m  Qur freehold property in
Upperton Road, Eastbourne has been marketed and
an offer accepted, subject to a planning approval
However, contracts have not yet been exchanged




Following the purchase of the freeholtd property in
Lewes, adjacent to our Land Rover dealership, for

£2 0m in February 2013, we now occupy about half
of the site for our aftersales activities At the same
time, we had terminated a leasehold unit in the vicinity
whuch resulted in termination costs of £183,000 This
represented a "one-off” opportunity 1o consolidate
our significant Land Rover operations onto one site
We are examining with our adwsors opportunities to
redevelop the balance of this site

The Folkeslone site was leased to a tenant in Oclober
2012 and uncondit:onal contracts for the sale of the
freehold property were exchanged on 16 May 2013
The proceeds of £495,000, which are the same as
book value net of disposal costs, are receivable on
completion by 15 August 2013 This property 1s shown
as an asset held for sale in the balance sheet at

31 March 2013

In Tonbndge we had a vacant leasehold site which
was underlet in March 2013 to a third party at the
current passing rent

As a consequence of thase vanous aclions on
properties, an imparment provision of £178,000 was
required In the year

Bank facilities

Overall bank faciities remain at £18 Om Facilities

from HSBC total £11 Om and include a three year
revohing credi facility expinng in March 2015 together
with a £3 5m overdraft We also have a £7 Om
overdraft facility provided by Volkswagen Bank Bank
borrowings net of cash balances at 31 March 2013
were £9 B4m (2012 £87m)

Pension Scheme

The Group has a defined benefit pension scheme
which was closed to future accrual n 2010 The
directors have very little controt over the key
assumptions required by the accounting standards in
the valuation calculations Despite an increase n the
scheme assets dunng the year of £5 5m, the deficit,
net of deferred tax, increased to £10 5m at 31 March
2013 {2012 £4 8m), manly due to the reduction in
{he discount rate used 1o value the liabilties of the
scheme The discount rate used to value the labilities
18 related to the yield on Government secunties and
this rate has reduced dunng the year from 5 1% at

31 March 2012 to 4 3% at 31 March 2013, increasing
the scheme's habilities Each O 1% reductionin the
discount rate increases the labilities by between

£1 Omand £1 5m

The net financing return and service cost on pension
obkgations in respect of the defined benefit pension
scheme 1s now prasented as a non-underlying

item  Prior penod figures have been restated on a
consistent basis, the result of which was to reduce
profit before taxation before non-underlying tems by
£215,000 for the year ended 31 March 2012 While
the total tax charge for the Group 1s unchanged,

the comparative taxation figure in respect of non-
underying tems for the previous year has been
restated accordingly The change in accounting policy
had no impact upon the balance sheet of the Group

The tnennial valuation as at 31 March 2011 shows

a deficit at that date of £14 4m The Recovery Plan
agreed with the trustees reguires a cash payment of
£375,000 in the year to 31 March 2013 followed by
£346,000 in the year to 31 March 2014 increasing by
3 4% per annum thereafler

The Board continues to work with the trustees to

review the available opportunities that could further
recduce the defict

Caffyns plc 5
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People

Dunng recent years we have seen considerable
restructuring of the Group but throughout this penod
of change our employees have been very positive

in their approach This has been a difficult penod
and | should like to thank them personally for ther
dedication under challenging circumstances

{ am particularty pleased by the success of our
apprentice programme  We were delighted to win the
South East Regional Apprentice Large Employer of
the Year Award and were aiso recognised as one of
the top 100 Apprenticeship Employers of the Year in
the UK

Having served for nine years as a non-executve
director, Andrew Gioodburn can no longer be
considered independent in accordance with the UK
Corporate Governance Code and he will retire from
the Board this year We thank him for his excellent
contnbution to the Board dunng his penod of office As
1S our policy, we have engaged independent executive
search consullants to recruit a replacement

Dividend

The Board has decided to recommend a final dvidend
of 7 Op per Ordinary Share (2012 7 Op) If approved at
the Annual General Meeting, this will be paid on

25 July 2013 to shareholders at close of business on
28 June 2013

Together with the intenm dmdend of 5 Op per Ordinary
Share (2012 5 Op) pard dunng the year, the total
dmvidend for the year will be 12 Op per Ordinary Share
{2012 12 0p)

Strategy

Our overall strategy of focusing on representing
premium and premium-volume franchises 1s delivenng
positive resuits

We continue 10 nvest the proceeds from the sale of
properttes and closed operations into larger business
opportunities N stronger markets {o deliver higher
returns on capital Fewer, bigger sites will enable us to
delver performance improvement

Outlook

QOur improved profitabiity n the second half of last year
has continued into the current financial year We have
seen signs of an iImprovement In consumer confidence
with the new car market up 8 9% in the UK in the four
months to Apnl 2013 However the market n Eurcpe
remains weak and this could affect the tevels of
manufacturer support avadable to the UK market We
remain strategically well placed with resilient premium
franchises to take advantage of any improvement in

economic conditions
) \ d

8§ G M Caftyn
Chief Executive
31 May 2013




Report of the Directors

The directors present therr report and financial statements for the year ended 31 March 2013

Results and dividends

The results of the Group for the year are set out n the financial stalements on pages 28 10 64 An intenm dmdend of 5 Op per share was
pad to shareholders on 11 January 2013 The Board 1s recommending a final dwvidend of 7 Op per share {2012 7 Op) making a total of
12 Op per share {2012 12 Op) Total ordinary dvdends paid in the year amounted to £335,000 Omdends paid in the year to preference
shareholders were £102,000 as set out in note 9 to the financial statements

Operational and Business Review and Business Model

The Group s principal activities are the sale and maintenance of motor vehicles Including the sale of tyres, oll, paris and accessories
Certain nformation required by the Companies Act 2006 to be included in the Report of the Directors 1s contained in the Operational and
Business Review on pages 3to 6 The Operational and Business Review principally covers the development and performance of the
business and the external ervironment  Other requisite disclosures are contained within the Report of the Directors, which includes the
pnncipal nsks and uncentanties affecting the business The main financial KPIs of the Group are revenue, profit before tax, earrengs per
share, unit sales, geanng and cash flow from operations

Caffyns 1s one of the leading motor retall and aftersales companies In the south-east of Englard The Group has now refocused on the
premium and premium-volume market where it believes that there 1s greater resilience to delivenng stronger sales, profits and returns,
despite the general economic situaton I now represents a strong portfolio of eight franchises The Group generally operates from its
own freehold properties which it believes offers better long-term returns and greater flexibility Proceeds from disposals of properties are
generally reinvested in its existing property portfolio The Group looks to balance the risks of ownership with the nsks of leasing The
Group also priontises its iImportant internet presence as evidenced by recent Motor Trader awards for the best mobile website and a
commendaticn for our dealer website

Prncipal nsks and uncertainties

Risk 1s an accepted part of doing business and the Group has a nsk assessment process that facitates the identification and mibgation of
nsk While the nsk factors listed below could cause our actual future results to differ matenally from expected results, other factors could
also adversely affect the Group and they should therefore not be considered to be a complete set of afl potential nsks and uncertanties
The nisk factors should be considered in connection with the statement on internal contro! and nsk management included n the Corporate
Governance Report on pages 15 to 20 Other financial nsk management factors are referred to n notes 15 and 17 to the financiat
statements

Principal risks Potential impact/matenal nsk Key controls and mitigating factors

Business conditions The profitability of the Group could be Monitonng of key macro-economic

and the UK economy adversely affected by a worsening of indicators against internal performance
genera economic conditions in the United leads to antcipation of, and mitigation for,
Kingdom, where all of its business Is expected volatites

transacted, including factors such as interest
rates, unemployment, fuetl pnces, nflation,
indirect taxation, the avalabdity and cost of
crednt and other factors which affect levels
of consumer confidence

Vetucle manufacturer marketing Vehicle manufacturers provide a wide By representing multiple marques, the
programmes vanely of marketing programmes which Group believes that this diversity reduces the
are used to promote new vehicle sales potential impact on the Group In addition,
A wthdrawal or reduction in these the Group continues 1C develop its own

programmes would have an adverse mpact  marketing Intiatives
on our business

Caftyns plc
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Report of the Directors

Principal nsks

Potential impact/matenal nsk

Key controls and mitigating factors

Used car pnces

Vehicle manufacturer dependencies

Liquidity and financing

Regulatory comphance

Information systems

8 Cafiyns plc

Used car pnces can decline significantly

A large proportion of the Group's business
compnses used car sales and these
declines can have a matenal impact
through reduced profits on sales and
write-downs in the value of iInventories

Caffyns operates franchised motor car
dealerships These franchises are awarded
to the Group by the motor car
manufacturers For ongoing business, the
Company holds franchise agreements for its
dealership operations These agreements
can be terminated by gving two years
notice, or less in the event of a serious
unremedied breach including continued
under-performance The Company 1s not
aware of any breach of these agreements
or any under-performance gmng cause for
notice under these agreements

Liguidity and financing nsks relate to our
abulity to pay for goods and senaces
enabling us to trade Our principal sources
of finance are from our bankers by way

of committed borrowing facilities, from
manufacturers to fund the purchases of
stock and trade credit from cur suppliers

A withdrawal of facilities. or falure to renew
them when due, could Yead to a significant
reduction in the trading ability of the Group

The Group 1s subject to regulatory
compliance nsk which could anse from

a falure to comply fully with the laws,
regulatons or codes applicable Non-
comgliance could lead 1o fines, cessation
of certan business acinvities or public
repnmand

The Group 15 dependent upon certain
husiness cntical systems which, if
interrupted for any length of time, could
have a matenal effect on the efficient
running of the Group's businesses

Close monitonrng of the ageing of

vehicle stocks and a firm policy of stock
management help to mitigate this nsk
Impact alsc mitigated by revenue streams
balanced between aftersales, new and used
car sales

By representing mulbple marques, the
Group believes that this diversity reduces
the potential mpact on the Group Revenue
streams from other markets (aftersales and
used vehicles) prevent over-relance on new
vehicle sales

The Group works closely with providers of
finance to help reduce this nsk by managing
expectations of {rading results and utiisation
of facilities The status of the Group's bank
facilities 1s set out In note 17

Understanding of the direction of new
regulatory policy 1s gained through

close contact with relevant trade and
representative bodies and these are carefully
considered when developing strategy

The Board has mplemented a senes of
contingency plans which would enable the
Group to resume cperations within a short
space of time, thus mitigating the likelihood
of matenal loss




Principal nsks

Potential impact/material risk

Key controls and mitigating factors

Competttion

Changes in EU legisiation in relation to
the distnbution and sale of vehicles

Pension scheme

Cafiyns competes with other franchised
vehicle dealerships, prvate buyers and
sellers, internet based dealers, independent
service and repair shops and manufacturers
who have entered the retall market The
sale of new and used vehicles, the
performance of warranty repars, routing
mantenance business and the supply of
spare parts operate in tighly competitive
markets The princtple competitive factors
are price, customer service and knowledge
of a manufacturer's brands and models

We also compete with funders who finance
customers’ vehicle purchases dwectly

The distnbution and sale of vehicles 1s
currently regutated by EU competiion

law contained in the Motor Vehicle Block
Exemption Regulation This Regutation
enables the normal competition rules to
be vaned and allow restncted networks of
distnbutors and reparrers to be established
This approach 1s due 1o the relatvely

high value and technical complexity of
motor vehicles Changes to this legislation
could adversely affect the Group’s trading
actmties The current regulatory regme
expires in June 2013, when both new
vehicle distnbution and motor repar
businesses will be brought under new
block exemption arrangements Cerlan
changes as regards specific regulation of
the aftermarket have taken effect from June
2010 Limited additional sector specific
provisions, tatlored to the motor retait
markets, have been put in place

The Group operates a defined benefit
pension plan which was closed to new
entrants In 2006 and closed to future
accrual with effect from 1 Apnl 2010 The
plan reles upen achieving satisfactory
investment returns sufficient to meet the
present value of the accrued hatvlities
Reduced nvestrment returns ar higher
abilities due to increased morally rates
and/or continuing record low interest rates
coutd adversely affect the surplus or deficit
of the scheme and may result 1 increased
cash contnbutions in future

To miigate this nsk, we regularly monitor
our competitors’ actmvities and seek to

pnce our products competitively, optimise
customer service, efficiently utlise our
customer database and fully understand our
manufacturers’ brands and products

On the whole, these measures reflect a more
permissive regime of competiton regulation
for the primary motor retail market, which
could potentially have an adverse effect

on franchised business operations We

have representatives on a number of trade
bodies to influence lobbying and gain
information about forthcoming changes to
enable effectve mitigating strategies to be
formulated

The Company regularly reviews the position
of the defined benefit pension plan through
regular meetings of a Pensions Sub-
Comimittee, chaired by the Chairman of

the Audit Committee Through this sub-
committee, the Company has an ongoing
review of possible options to mtigate

the nsk of undertying volatility causing an
increase In the deficit

Caffyns plc
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Directors
The directors in office at 31 March 2013 are set cut below

Mr R Wnght PG Dip AIMI FCIM was appomnted Charrman on 26 July 2012 He joined the Board as a non-executive director and Charrman-
elect on 1 November 2011 He has previously held senior executive roles with the Ford Motor Company including Director, European
Operations at Jaguar Cars Limited, Director of Sales, Ford Motor Company bimied and President/Managing Director of Ford Belgium NV
He 1s currently Chairman of API Group plc, having been appointed a non-executive director in 2001, and has been on the Advisory Board
of Warwick Business School, University of Warwick, since 2002 He s the former Chair of the Board of Natonal Savings and Investments,
which 1s part of HM Treasury

Mr A R Goodburn FCA joined the Board as a non-executive director on 2 February 2004 He was Finance Director of Ricardo plc until
5 January 2007 at which date he retired, having formery spent 11 years in vanous financial and commercial roles within the Bowthorpe
Group, followed by 13 years in management consulting before jomning Ricardo in 1993

Mr N ' W Holingworth BSc joined the Board as a non-executive director on 1 March 2008 He graduated from Birmingham University in
1973 having read chemistry He 1s currently Group Chief Executive of Austin Reed Group Limited, formerly Austin Reed plc which de-listed
from the Londen Stock Exchange in January 2007, hawng formerty held serior management roles within Arcadia Group ple, Etam ple and
The Burton Group plc

Mr S G M Caffyn MA FIMI joined the Board on 16 July 1992 and was appointed Chief Executive on 1 May 1998 He graduated from
Cambndge n 1983 having read engineenng, and subsequently worked for Andersen Consulting He jomed the Company in 1990

Mr M 8 Harnson FCA FIMI joined the Board on 17 April 2000 A Chartared Accountant, he was previcusty Finance Directar of Faupel
Trading Group plc for nne years Hawving qualfied with Grant Thornton, he joined KPMG  Subsequent commercial appointments were in the
property, retail and distnbution sectors

Miss S J Caffyn BSc FCIPD AICSA FIMI joined the Board on 28 Apnl 2003 as Human Resources director She toined the Company on
27 Apnl 1898 as Group personnel manager and was appointed Company Secretary In 1999 A Chartered Company Secretary, she was
previously an HR manager at St Mary’s NHS Trust, Paddington

Mr S B Brrkenhead retwed as Chairman and a director on 26 July 2012 Mr G J Ainsley ceased to be a director on 24 Qctober 2012

Interests in shares
The interests of the directors and their famibes in the shares of the Company are as follows

As at 31 March 2013 As at 31 March 2012

Ord 10% Crd 10%
R Wnght - - - -
S G M Caffyn 41,774 1,600 41,774 1,600
M & Hamison 5,000 - 5,000 -
S J Caffyn 20,398 1,655 20,398 1,655
A R Goodburn 3,000 - 3,000 -
N W Hollingworth 2,500 - 2,500 -

There wera no changes in the directors’ shareholdings between 1 Apnl and the date of this repori

Mr 8 G M Caffyn and Miss S J Caffyn ara directors of Caffyn Family Holdings Limited which owns all of the 2,000,000 6% Cumulative
Second Preference Shares which have full voting nghts

The market pnce of the Company's Ordinary Shares at 31 March 2013 was £4 50 and the range of market pnces during the year was
£365to 4 50

10 Caftyns plc




Appomntment and replacement of the Company’s directors

The rutes for the appontment and replacement of the Company's directors are detalled in the Company's Articles of Assoctation Directors
are appointed by ordinary resolution at a general meeting by shareholders entitled to vote or by the Board either to fill a vacancy or as an
addihion to the existing Board The appointment of non-executive directors 1s on the recommendation of the Nominations Committee, the
procedure 1s detatled n the Corporate Governance Report on page 17

Directors’ mndemmty and insurance

The Company's Articles of Association permit the Board to grant the directors indemnities in relation 1o therr duties as directors in respect
of habiliies incurred by them in connection with any negligence, default, breach of duty or breach of trust n relation to the Group In ine
with market practice, each director has the benefit of a deed of indemnity The Group has also purchased insurance cover for the directors
aganst labilities ansing in relation to the Company, as permitted by the Companies Act 2006 This insurance does not cover fraudulent
actvity

Compensation for loss of office

In the event of an executive director's employment with the Company being terminated, Mr § G M Calfyn 1s entitled 10 receve from the
Company a sum eguivalent to twice his annual emaoluments which appled immediately before his termmation and Mr M S Harnson and
Miss S J Caffyn are entitted to receive from the Company a sum equivalent to ther annual emoluments which applied immediately before
therr termination Emoluments include a propertion of the available bonus which the expired part of the measured penod for bonus bears
to the whole of such measurement penod If there 15 change n control of either the composition of the Board, the policy of the Company
in General Meeting or 30% or more of the 1ssued equity capital of the Company, Mr S G M Caffyn i1s entitled to elect for an early retrement
pension which shall not be reduced due to early payment but 1s limited by restnictions which may be imposed by HM Revenue & Customs
The executive directors' service contracts commenced from the date of therr appointment to the Board

In the event of the Chairman's employment with the Company being temnated, they are entitled to recewe from the Company a surn
equivalent to six months' salary

In the event of a non-executive director's employment with the Company being terminated, they are entitled to receve from 1he Company a
sum equivalent to one month's salary

Share capital

As at 31 March 2013, the 1ssued share capital of the Company compnsed Ordinary Shares of 50p each and three classes of preference
share namely 6 5% Gumulative First Preference Shares of £1 each, 10% Cumulative Preference Shares of ©1 each and 6% Cumulative
Second Preference Shares of 10p each Details of the share capital of the Company are set out In nota 22 to the accounts The nghts and
obligatons attaching to the Company's shares are set out below and in the Company's Aricles of Association, copies of which can be
obtained from Companies House or by wniing to the Company Secretary

Rights and obligations attaching to shares
Subyect to apphcable statutes and other shareholders’ nghts, shares may be 1ssued with such nghts and restrictions as the Company may
by ordinary resolution decids

Halders of Ordinary Shares are entitled to attend and speak at general mestings of the Company, to appont one or more proxies (and,
if they are corporations, corporate representatives) Holders of Ordinary Shares are entitled to receive a dividend if one is dedlared and
receve a copy of the Company’s annual report and accounts

Haolders of Cumulative First Preference Shares are entilled in pnonty to any payment of dwvidend on any other class of shares, to a fixed
cumulative preferential dividend at the rate of 6 5% per annum

Subyect to the nghts of the holders of Cumulative First Preference Shares, holders of 6% Cumulatve Second Preference Shares of 10p

each are entitled in prionty 10 any payment of dwvidend on any other class of shares to a fixed cumulative preferential dividend at the rate of
6% per annum

Caffyns plc 11




Report of the Directors

Subject to the nghts of the holders of Cumulative First Preference Shares and 6% Cumulative Second Preference Shares of 10p, holders
of 10% Cumulative Preterence Shares of £1 each are entitled 1n prionty to any payment of dvidend on any other ¢class of shares to a fixed
cumulative preferential dividend at the rate of 10% per annum

The percentage of the tolal share capital represented by each class is as {olows

Authonsed 1000 %
500 000 6 5% Cumulative First Preference Shares of £1 each 500 1235
1,250,000 10% Cumulatve Preference Shares of £1 each 1,250 30 86
3,000,000 8% Cumulative Second Preference Shares of 10p each 300 741
4,000,000 Ordinary Shares of 50p each 2,000 49 38

4,050 100 00

Allotted, called up and fully paid

388,000 6 5% Curnulative First Preference Shares of £1 each 389 14 54
648,000 10% Cumulative Preference Shares of ££1 each 648 24 22
2,000,000 6% Cumulative Second Preference Shares of 10p each 200 7 47
Total preference shares recognised as a financial hatshty 1,237 46 23
2,879,288 Ordinary Shares of 50p each 1,439 5377

2,676 100 00

Voting nghts, restrictions on voting rights and deadlines for voting nghts

Shareholders (other than any who, under the provisions of the Articles of Association or the terms of the shares they hold, are not entitled
to recene such notices from the Company) have the nght to receve notice of, and attend, and to vote at all general meetings of the
Company The Compary's auditor has simidar nghts except thal they may not vote A resolution put to the vote at any general meeting 1S
to be decided on a show of hands unless (before or on the declaration of the result of the show of hands or on the withdrawal of any other
dernand ior a poll} a pali 1s properly demanded

Every member present n person at a general meeling has, on the caling of a poll, one vote for every Odinary Share of 50p nominal
amount of share capital of which he 1s the holder and one vote for every 6% Cumulative Second Preference Share of 10p nominal amount
of share capital of which he 1s the holder In the case of joint holders of a share, the vote of the member whose name stands first in the
register of members is accepled to the exclusion of any vote tendered by any other joint holder Unless the Board deciies otherwise, a
shareholder may not vote at any general or class meeting or exercise any rights in relation to meetings white any amount of money refating
to his shares remains outstanding

A member 15 entitled to appoint a proxy to exeraise all or any of therr nghts to attend and speak and vote on ther behalf at a general
meeting Further details regarding voting at the Annual General Meeting can be found in the notes to the Notice of the Annual General
Meeting To be effective, paper proxy appointments and voting instructions must be receved by the Company's registrars no later than
48 hours before a general meeting

There are no restnctions on the transier of Ordinary Shares in the Company other than certain restrictions which may be imposed pursuant
to the Articles of Association of the Company, certain restinctions which may from time to bme be impasead by laws and regutations {for
example i relation to insider dealing), restnctions pursuant to the Company's share dealing code whereby directors and certain employees
of the Company require pnor approval 1o deal in Company's shares, and where a person has been served with a disclosure notice and has
faled to provide the Company with information concerning the interests in those shares
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The Compary is not aware of any armangements or agreements between shareholders that may result in resingtions on the transter of
Ordhnary Shares or on voting nghits

Sharesave scheme

The Company encourages employee share ownership through the provision of a Save As You Earn (SAYE) scheme, administered by the
Yorkshire Bullding Society The scheme was launched in March 2010 and applications receved from 137 employees The share options
for 130,046 Ordinary Shares granted under the scheme in May 2010 are exercisable upon expiry of a three year savings corntract at a pre-
delermined pnce of £3 50 per share There were options over 81,130 Ordinary Shares outstanding as at 31 March 2013

Significant direct or indirect sharehoidings
Al 31 May 2013, the directors are aware of the following inferests 1N 3% or mare of the nominal value of the Ordinary Share capital
{excluding treasury shares)

Ordinary

Shares %
T &I Limited 207,900 75
EPS Enhancing Earrings Limited 159,000 575
R J M Caffyn 139,323 504
GAM Exempt UK Opportunities Fund 136,234 4 92
GAM UK Dwversified Fund 135,766 4 91
HSBC Republic Bank Suisse SA 128,349 464
Caffyns Pension Fund 125,570 4 54
A M Caffyn 108,336 392
K E Caffyn 104,804 379
Lady D A Caffyn 95,011 343
HSBC Global Custody 90,000 325
M | Caffyn 86.500 313

Significant agreements
The Compary has entered Into a number of franchise agreements which, in aggregate, are significant and ordinanty would be terminable
upon a change of control of the Company

» Our dealerships operate under franchised new vehicle dealer agreements and authonsed repairer agreements with vanous vehicle
manufacturers Without a franchise agreement, it 1s not generally possible to obtain new vehicles from a manufacturer or display vehicle
manufacturer trademarks Whilst some of the franchise agreements contain provisions entiting the vehicle manufacturers to terminate
n the event of a change of contral, this entitlement 1s circumscribed by the applicable EU Regulation 1400/2002 {commonly known as
the Motor Vehicle Block Exemption) which says that, in the event of a change of control, a vehicle manufacturer 15 unable to terminate
aither the franchise agreements or authonsed repairer agreements held by the Group If the new controlling entity already holds that
manufacturer's brand of franchise The contracts that the Compary has with Vauxhall Motors Limited expire in July 2013

* Facilities agreements dated 20 March 2012 with HSBC Bank plc under which it agreed to make avalable revolving facilities to the
Company up to an aggregate sum of £7 5m In addition, facilities agreements dated 13 August 2012 for overdraft faciiies with HSBG
Bank plc of £3 5m and dated 24 Apnl 2013 with Volkswagen Bank of £7 Om In the event of a change of control, both banks are able
to cancel the faciites at which tme all sums due under the faciliies become mmediately due and payable
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Employees

The Company supports the recruitment of disabled people wherever possible Pnonty is given to those who become disabled durng therr
employment Aill employees have opportunities for traning, career development and promotion in accordance with therr skills and abilities
The Comparny continues s practice of keeping all its employees informed on matters affecting them by means of the Company's intranet
and takes account of the views of employees wherever possible

Charitable and political contnbutions
Donations to chantable organisatrons amounted (o £4,669 (2012 £4,196) No contrbutions were made 1o political organisations

Creditors payment policy and practice

It rs the Company’s policy to settle the terms of payment with all its suppliers at the time an order 15 placed, ensuring that suppliers are
aware of the terms of payment and 1o abide by the agreed terms At 31 March 2013 the Company's autstanding purchase ledger balances
represented 22 days’ purchases (2012 22}

Property

The Company last valued 115 portfolic of freehold premises as at 31 March 2012 but excluding four sites which were erther for sale or letting
as at that date The valuation was carned out by CBRE Limited, Chartered Surveyors, on the basis of existing use value Excluding the
three properties which the Company had offered for sale, the excess of the valuation over net book value as at 31 March 2013 was £4 6m
In accordance with the Company’s accounting policies, this surplus has not been incomorated into the accounts

Post balance sheet events

An uncondittonal contract was exchanged on 15 May 2013 for the sale of a freehold site in Folkestone, held as an asset for sale at

31 March 2013, at a sale pnce of £495,000 Completion on the sale 1s due not fater than 15 August 2013 and the consideration 15 payable
In cash

Auditor
Grant Thornton UK LLP has indicated its willingness to continue as the independent auditor and a resoluticn congerning its reappointment
will be proposed at the Annual General Meeting

By order of the Boal

}

S J Caffyn
Company Secretary
31 May 2013 b
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Caftyns plc s committed to maintaining the highest standards of corporate governance This Report and the Birectors’ Remuneration
Report descnbe how it complies wath the provisions of the UK Corporate Governance Code 2010 (“the Code™)

The Company has complied throughout the year ended 31 March 2013 with the provisions set out in the Code except that one director
has a service contract which runs for more than 12 months which does not comply with Code provision D 1 5 {see Directors’ Remuneration
Report) which recommends that such penods should be for one year or less The Remuneration Commitiee has reviewed the position and
deoaded that it was not In the best interests of the Company to change the existing contract Inaddtion Mr A R Goodburn had served nine
years as a non-executive director with effect from 2 February 2013 While the Board considers Mr N W Holingworth to be independent
throughout the year, Mr A R Goodburn 1s deemed not be independent after 2 February 2013 in accordance with Code provision B 1 1 The
Nominations Committeg 1s currently in the process of engaging a non-executive direcior to replace Mr Goodburn and, subsequent to an
appointment being made, Mr Goodburn will resign his position

STRUCTURE OF THE BOARD AND ITS KEY ACTIVITIES

The Board I1s collectively responsible for the long-term success of the Company and for ensunng the Company operates to a governance
standard which serves the best interests of the Company The Board sets the strategy of the Company and its individual trading businesses
and ensures that the Company has in place the financial and human resources it needs 1o meet its objectives There s a wntten schedule
of matters reserved for Board decision, summansed below

Schedule of matters reserved for decision by the Board

¢ Business strategy

* Approval of significant capital projects and smvestments

+«  Prncipal terms of agreements for the Group's pnincipal banking facilities
* Annual business plan and budget montonng

* Risk management strategy and internal control and governance arangements
* Approval of acquisitions and divestments

* Changes to the Group's management and control structure

» Significant changes to accounting policies or practices

*  Financial reporting to shareholders

+  Dmdend policy

* Health and safety policy

¢+ Changes in employee share ncentives

* Reviewing the Group's overall corporate governance arrangements

* Appointments to the Board and ts committees

* Policies relating to directors’ remuneration and service

* Prosecution, defence or settlement of matenal itigation

¢ Any alterations to the shara capial of the Company

* Approval of all circutars and announcements to shareholders

¢ Maor changes to the Company's pension schemes

* Insurance cover including Directors” and Officers’ habiity insurance and indemnification of directars

The Charman takes responsibilty for ensunng that the directors receive accurate, timely and clear information Monthly financial infermation
1s prowided to the directaors Regular and ad hoc reporis and presentations are circulated, with all Board and commitiee papers being
issued in advance of meetings by the Company Secretary In addition to formal Board meetings, the Chaiman maintains regular contact
with the Chief Executive and other directors to discuss specific issues In furtherance of therr duties, the directors have full access to

the Company Secretary and may take independent professional advice at the Company’s expense The Board believes that, given the
axpenence and skills of its directors, the dentification of training needs 1s best left to the ndividual’s discretion If any particular development
need 1s dentified through the Board's formal appraisal process or by an individual director, the Company makes the necessary resources
avaiable

Caffyns plc 15




Corporate Govermnance Report

Operating within prescnbed delegated authonty, such as capital expenditure lmits, the operational running of the Company and its
businesses I1s camed cut by the executive directors, led by the Chief Executive

The Board delegates certain of its duties to its Audit, Normination and Remuneration Commutiees, each of which operates within prescnbed
terms of reference These are sel out on the Company's website The responsibiities of the Board's Commiltees are set out on pages 17 to
18 of this Report and in the Directors’ Remuneration Report

The Board has evaluated the performance of its committees for the year under review The Chairman and the respective Committee
charmen take responsibility for camyng cut any actions recommended as a result of that evaluation

Performance evaluation
The Board has estabhished a procedure {0 evaluate #s own performance, s committees and individual directors  The directors completed
detated questionnares and dabated the matters ansing at Board meetings

Indmdual director evaluation showed that each director (including those seeking re-election at the Annual General Meeting in 2G13)
continues to demonstrate commitment 1o the role The non-executive directors, led by the senior ndependent director, carned out a
performance evaluation of the Chairman after taking account of the views of the executive directors The Chairman has reviewed the
performance of the non-executive directors and the Chief Executve The Chief Executive has reviewed the other executive directors
The Board intends to carry out further performance evaluations but will keep under review the method and frequency

The latest Board evaluation process concluded that the Board and its commitiees were operating effectively, wath clear demarcation of the
respective responsibilities of individuat directors and Board committees The Board 1s satisfied that all directors are each able to devote the
amount of tme required to attend to the Company's affars and his duties as a Board member The Chairman regularly reviews the traning
and development needs of each director

Board composition and independence

As at 31 May 2013 the Board compnses thres executive directors and three non-executive directors, one of whom is the Chairman

Mr R Wnght 15 the non-executive Chairman and Mr S G M Caffyn s the Chief Executive The Charman leads the Board and the Chief
Executive manages the Group and implements the strategy and policies adopied by the Board There 1s a clear dwvision of responsibility
between the role of the non-executive Chaimnan and Chief Executive and this 1s recorded in a written statement and 1s reviewed and
agreed annually by the Boarg The Chairman is responsible for leadership of the Board and ensunng its effectiveness on all aspects of its
role

The Company mantains appropnate directors’ and officers’ insurance in respect of legal action aganst its directors

Directors’ conflicts of interest

Conflicts of nterest can nclude situations where a director has an interest that directly orindirectly conflicts, or may possibly conflict, with
the interests of the Company The Board operates a formal system for directors {0 declare at &ll Board meetings all conflicts of interest The
non-conflicted directors must act in the way they consider, 1n good faith, would be most ikely to promaote the success of the Company

Balance and independence

The nen-executive directors complement the skills and experience of the executive direciors  prownding the requisite degree of independent
Judgement and scrutiny o the decision-making process at Board and committes level Mr AR Goodburn completed nine years in office

as a non-executive director on 2 February 2013 and 1s no longer considered to be independent in accordance with the UK Corporate
Governance Code and will retire from the Board this year As is our policy, we have engaged indepaendent executive search consuttants to
recniit a replacement The other non-executive directors, including the Charrman, are determined by ihe Board 10 be independent

Mr N W Hollingworth i1s the semor independent director

The Board mantains and regularly reviews a register of all nterests, offices and appontmenis which are matenal to be considered In
the assessment of the ndependence of directors and has concluded that there are not, in refation {o any director, any relationships or
circumstances regarded by the Gompany as affecting their exercising independent judgement
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Re-election of directors
In accordance with the Company's Articles of Association, all directors seek re-election by rotation at least once in every three years

Meetings and attendance
There were eight meetings of the Board in the year under review and all meetings were attended by all directors ehgible to attend other than
one meeting at which Miss S J Caffyn was unable to attend

NOMINATION COMMITTEE
Our Nomination Committee compnses twa non-executive directors, the non-executive Chairman and the Chief Executive The members
are

R Wnght (Chairman)
A R Goodburn

N W Holingworth

S G M Caffyn

The Nomination Committee (s responsible for leading the process for appointments to the Board and meets at least once a year

The Committee 1s chared by Richard Wright and the Company Secretary also attends meetings n her capacity as secretary of the
Committee Where the matters discussed relate to the Charman, such as in the case of selection and appointment of the Compary
Chairman, the senior independent director charrs the Committee New directors recewve a full, forma! and talored induction on joining the
Board The pnncipal respongioiities of the Committes are as follows

* regularly reviews the structure, size and composition of the Board and makes recommendations to the Board with regard to any
adjustments deemed appropnate,

« prepares the descnption of the role and capabililies required for a particular Board appontment and 1t may retain appropriate exacutive
search consultarits to assist in this process,

* (dentfies, and nominates for the approval of the Board, candidates te fil Board vacancies as and when they anse,

* sansfies nself, with regard to succession planning, that processes are In place with regard to both Beard and senior appointments, and

+ undertakes an annual performance evaluation to ensure that all members of the Board have devoted sufficient time to therr duties

The Committee met twice during the year One meeting was directly concerned with the appointment of a new non-executive director to
replace Mr A R Goodburn The other meeting was the normal annual meeting of the Commitiee

AUDIT COMMITTEE
Our Audit Committee comprnises two non-executive directors and the Charman The members are

A R Goodburn (Chairman)
N W Holingworth
8 Wnght

The Commitiee 1s chared by Mr A R Goodburn and the Company Secretary also attends meetings in her capacity as secretary of the
Commiltee The Chairman of the Committee 1s considered by the Board as having recen! and relevant financial expenence The Audit
Committee meets at least three times a year The meetings are attended, by invitation, by the executive directors, the head of the internal
audtt function and representatives of the Company's external auditor, at the Chairman’s discretion
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The Gommittee’s meetings In quariers one and three concide with the Company’s reporting imetable for its audited financial statements
and unaudited Intenm condensed financial statements respechively Dunng these meetings the Comnuittes

* reviews the drafts of the financial statements and preliminary and intenm results announcements,

+ reviews all published accounts (iIncluding interim reports) and post-audit findings before their presentation to the Board, focusing n
particular on accounting policies, compliance management jJudgement and estmates, and

» considers the reports of the external auditors on the unaudited intenm condensed financial statements and the full year audited
financial statements

The Commmittee's third meeting 1s prmanly concerned with

« reviewing the Company’s systems of control and their effectiveness,

* significant corporate governance Issues such as those relating to the regulation of financial serice,
+ reviewing the external auditors’ performance,

+ recommending to the Board the reappointment, or not, of the external auditors, and

+ reviewing the audit fee

The Committee met three times in the year under review It has reviewed the effectiveness of the Company's system of internal control

and financial nsk management dunng the year ended 31 March 2013, including the review of the Company’s nisk register, and ncluding
consideration of reports fram both the internal and external auditors The Audit Committee has reported the results of its work 1o the Board
and the Board has considered these reports when reviewing the efiectiveness of the Group’s system of internal control, which forms part of
the Board's hrgh level nsk review perfarmed dunng the year The effectiveness of the intarnal audit function is also monitored

Anti-Bribery

Dunng the year, as well as iis routne busness, the Audit Committee has assessed the suitabilty of the Company's conlrols designed

to combat bribery, 1n order 1o satsfy itself of the adequacy of the Company's systems and procedures for the prevention of bnbery and
cormuption, particularly in the ight of the Bnbery Act 2010 It has reviewed and recommended the Board adopt the Company’s Anti-Bribery
policy statement

Whistleblowing

The Audit Committes has reviewed the Company’s arrangements for its employees to raise, in confidence concerns about possible
impropneties in relation to inancial reporting suspected fraud and dishonest acts or other similar matters, commonly known as
“whistieblowing” The Committee reviews any such reported madences and any improvernents to Gompany procedures that may be
required

Risk management and internal controls

The Board is responsible for maintaining a sound system of mternal controls, including financial, operational and compliance controls and
nsk management, and reviews the effectiveness of the system at least annually in order to safeguard shareholders” investment and the
Group's assets The system 15 designed to manage rather than eliminate nsk and can prowde only reasonable and not absolute assurance
aganst matenal misstatement or loss

The Board confirms that there s an ongoing process for ientfying, evaluating and managing the significant nsks faced by the Group, that
has been in place for the year under review and up to the date of approval of the Annual Report and Accounts, and that this process s
regularty reviewed by the Board

The Board has reviewed the effectiveness of the system of internal control In particular, it has revewed and updated the process for
identifying and evaluating the significant nsks affecting the businegss and the policies and procedures by which these nsks are managed

Management are responsible for the identification and evaluation of significant nsks applicable to their areas of business togsther with the
design and operation of suitable internal controls These nsks are assessed on a regular basis and may be associated with a varnety of
internal or external sources including control breakdowns, disruption in infermation systems, competition, natural catastrophe, customer or
suppler actions and regulatory requirements
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The process used by the Board 1s to review the effectiveness of the system of internal control including a review of legal compliance, health
and safety and environmental 1ssues on a six monthly basis Insurance and nsk management and treasury issues are reviewed annually or
more frequently If necessary In addiion, the Audit Committee reviews the scope of audits, the half yearly and annual financial statements
{including compliance wath legal and regutatory requirements) and reports to the Board on financial issues raised by both the internal

and external audit reports Financial control 1s exercised through an organisation siructure which has clear management responsibiities
with segregation of duties, authonsation procedures and appropriate Information systems The system of annual budgeting with monthly
reporting and compansons to budget 1s a key contro! over the business and in the preparation of consolidated accounts

There 1s an ongoing programme of internal audit visits to monitor financial and operational controls throughout the Group The executive
directors recewve regular reports from the internal audit and health and safety monitonng functions which include recommendations for
Improvernent

Non-audnt services provided by the external auditors

Non-audit services provided by the Company's auditors are kept under review by the Audit Committee These will generally ba other
compliance services In the field of taxation advice The Audit Committee ensures that the auditors’ objectmty and independence are
safeguarded through the use of separate teams of staff and by ensunng that the level of fees 1s not matenal io erther the Group or the
auditors The report from Grant Thornton UK LLP confirming their independence and objectivity was reviewed by the Charrman of the Audit
Committee and the Finance Director The level of fees paid 1o Grant Thoraton UK LLP for non-audit services 1s not regarded to be in conflict
with auditor independence

Effectiveness and independence of external auditors

As part of this year's decision to recommend the reappontment of the auditors, the Audit Committee has taken into account the tenure
of the auditors and the need to consider at least every five years whether there should be a full tender process There are no contractual
obligations that act to restnct the Audit Committee'’s choice of externat auditors

The Audit Committee 1s also respeonsible for advising the Board on the appontment of the auditors, assessing therr ndependence and
formulating potcy on the award of non-audit work Non-audit work 1s only awarded to the auditors after due consideration of matters of
objectivity, ndependence, costs, qualty of service and efficiency As a consequence of its satisfaction with the results of its review of the
actnvties outined above, the Audit Commitlee has recommended to the Beard that the external auditors are reappoinied

Relations with shareholders

The Board values the constructive views of its shareholders and recognises thesr interest in the Group's strategy and performance, Board

membership and gquality of management The views of maor shareholders are reported back to the Board as appropriate The non- ‘

executive directors have also attended a number of meetings with major shareholders The principal methods of communication with !

private investors are the Intenm Statement, the Annual Report and the Annual General Meeting Information on the Comparny 1s also ‘

ncludged on 1s website at www caffynsplc co uk ;
I
|
\
|
|
|

The Annual General Meeting 1s used to commurucate with iInvestors and they are encouraged to participate The charmen of the Audt,
Remuneration and Nominations Commitiees are availlable to answer questions Separate resciutrons are proposed on each issue so that
they can be given proper consideration and there 1s a resolution to approve the Annual Report and financial statements The Company
counts all proxy votes and, after it has been dealt with by a show of hands, wilt indicate the level of proxies lodged on each resolution

Business at the Annual General Meeting

As well as dealing with forma! business, the Company takes the opportunity afforded at the Annual General Meeting to provide up-to-date
nformation about the Company’s trading posihon and to invite and answer questons from shareholders on its policies and business At
the Annual General Mesting, a separate resolution 1s proposed for each substantive matter The Company's Annual Report and financial
statements are despatched to shareholders, together with the Notice of Annual General Meeting summansing the business proposed,
gwving the requisite penod of notice
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Gotng concern

The directors are satisfied that, after making enquines, the Group 1s 1n a sound financial pasion with adequate resources to continue in
operation for the foreseeable future In forming this view, the directors have reviewed detaled financial trading and cash flow forecasts and
other financial nformation These forecasts indicale that the Group will be able to operate withen the financing facilities that are available 10
il, with sufficient margin for reasonable adverse movemenits in expected trading conditions  They have also taken into consideration that
the Group's banking facilities remain avalable to them and are appropnate given the Group's current and medium-term plans Accordingly,
they continue to adopt the going concern basis in prepanng the financial statements Further detals surrounding the directors’ rationale
regarding the gong concern assumption are included in Principal Accounting Policies on page 34

Information concerning the Group's liquidity and financing nsk are set out on page 8 of the Report of the Directors and note 17 to the
financial statements

Environment

The Company 1s aware of its ervirenmental responsibiliies anising from its motor retaiing and aftersales actvties and recogrises that some
of its actvities affect the environment The Company's Health and Safety Officer has receved formal traming in envircnmental management
and is appropriately qualified i this field The Company s policy 1s to promote and operate processes and procedures which, so far as s
reasonably practicable, avoid or minimise the contamination of water, aw or the ground Licences are obtaned from the relevant authonties
where required to operate certain elerments of the Company's business Waste 1s disposed of by authonsed contractors and s recycled
wherg possible Special care is taken in the storage of fuel and oils Through the management of these actvities, the Company seeks 10
minirnise any adverse effects of its actnties on the environment

The Group ams 1o encourage the reduction of energy and water consumption and audit processes are in place to measure usage and
make recommendations for improvements An electrical test monitonng regime 1s in force throughout the Group Use of the latest bulding
matenals 1s made In the construction of new sites and the refurbishment of existing locations For instance, water recycling unils were
nstalled dunng the fast major refurbishment undertaken by the Company

Health and safety

The Company recognises Its responsibility to members of staff and others working or visiting its faciities to provide, so far as is reasonably
practicable, an environment which 1s safe and without nsk to their health The Board mariains ulimate responsibility for health and safety
1ssues with a qualfied Mealih and Safety Officer responsible on a day-to-day basis, supported by all levels of management The Company’s
policy 1s to identify potential hazards and assess the nsks presented by its activities and to provide systems and procedures which allow staff
to take responsible decisions in ther work in relation 1o their own and others' safety The Company promotes awareness of potential nsks
and hazards and implementation of corresponding preventatve or remedial actions through its online health and safety systems, operatons
manuals and monthly communication on topical Issues With clear ines of operating unit responsibility, staff are supported by specalist
gudance from the Company’s Health and Safety Officer All of the Company s siaff have access to a detaled health and safety guide

Approved by c?x of the Board
.y 1

Company Secretary
31 May 2013
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The Company's remuneration policy 1s determined by the Board The Remuneration Commitiee has considered the Direclors’
Remuneration Report and recommended it for adoption by the Board This Report 1s subject to an advisory vote at the Company's
forthcoming Annual General Mesting

The Remuneration Committee
Dunng the year under review, the Bemuneration Committee comprised the following non-executive directors, biographical details of which
are set out on page 10

N W Hollingworth {Chamany)
A R Goodburn
R Wnght

The Committee met three times dunng the year and all members were present

The Remuneration Committee determines, on behalf of the Board, the Company’s policy on executive directors’ remuneration and of senior
management as well as the Indmvdual remuneration packages of executive directors within the framework of this policy The Remuneration
Committee has access to independent adwice where 1t considers it approprate The Committes also sets the performance targets for any
performance related incentives applicable to executive drrectors, and determines the policy for, and scope of, their pension arrangements
and service contract terms relating to benefits in kind and severance The Committee 1s also responsible for ensunng that the Company
gives due regard to best practice and complies with all applicable regulations in relation to executive remunaration

The terms of reference of the Committee, which are avalable on the Company's website, are that it determines, without reference to the
Board, the pay and benefits of the executive directors in the light of the recommendations of the Chief Executive {other than in relation to
himself) It1s also responsible for reviewing and recommending appropnate incentive schemes for directors and employees

Remuneraton policy

The policy 18 to ensure that the directors are farrly rewarded for therr ndmidual contrnbution to the Group's overall performance Executive
drectors’ remuneration packages are designed to attract, motvate and retain diectors of the calibre necessary to achieve the Group's
objectives and to ensure that the Group 1s managed successfully in the interests of shareholders In assessing the appropnate level and
structure of remuneration for each indnadual, regard 1s gven to the necessity to pay a competitve basic: rate as well as ensunng that the
overall package takes into account levels of remuneration elsewhere in the Group Any Incentives paid In addition are linked to corporate
performance The remuneration policy 15 designed 1o ensure that all incentive arrangements are inked o Group performance and the crtena
sel for full vesting of ncentives are suitably challenging There are three main glements to the executive dirgctors' remuneration packages

a) Basic annual salary and benefits in kind

The Committee reviews each executive director's basic salary annually with effect from 1 Apnlin each year In deciding upon appropnate
levels of remuneration, the Committee has regard 10 rates of pay for similar jobs in comparakble companies In the sector as well as internal
factors such as performance Benefits prowded include Company cars, membership of the Company's medical nsurance scheme and
payment of business related subscnplions Given the prevaiing economic conditions, base salaries of executive directors in office at

31 March 2013 have not increased since 1 April 2008 An increase of 2% to the basic annual salary of the executive directors has been
awarded with effect from 1 Apnl 2013

b} Annual bonus
All executive directors participate in an annual incentive payment scheme payable upon the Group exceeding predetermmined profit level
targets and a1 the discretion of the Remuneration Committee  These payments are pensionable
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Directors’ Remuneration Report

c) Pensions

Executive directors are eligible 1o join the Company's slaff pension scheme on the same terms as staff generally In accordance with the
rules of the Company pension scheme, applicable 10 all members of the scheme, bonuses are pensionable As a result of the changes in
pensions legislation effective from 6 Aprl 2006, during the year the Company has pasd a salary supplement 10 the executive directors in
lieu of the employers’ contribution to the Comparwy’s pension scheme The defined benefit scheme operated by the Company was closed
to future accrual with effect from 1 Aprl 2010, from which date executive directors are eligible to join the Company's defined contnbution
scheme on the same terms as staff generally

Directors’ terms of appointment

Executive directors are appointed under senace contracts of indefinite duration whereas non-executive directors each have a fixed term
appoiniment renewable upon expriry, at the Company's discretion Mr S G M Caffyn has a two-year roling service contract, such contract
commencing on 16 July 1980 1is the Remuneration Committee’s view that this contract 1s fully In the Company's interest and indeed it
would be disadvarageous to the Company to seek to revoke this contract in order to enforce a change n the terms  Policy with regard 1o
new contracts entered into with executive directors in the future will take Into account ait relevant factors, ncluding the need 1o attract and
retain high quality executive talent and the most appropriate balance betwaen length of notice penod, remuneration and other aspects of
employment contracts The terms covering compensation for loss of office are set out on page 11

Mr M S Harnson and Miss S J Caffyn have one-year roling contracts which commenced on 17 April 2000 and 28 Apnl 2003 raspectivety

Details of non-executive directors are as follows
Unexpired term at

Name Commencement Expiry date of report (months)
R Wnght 1 November 2011 1 November 2014 29
A R Goodburn 1 February 2010 1 February 2013 -
N W Hollingworth 1 February 2011 1 February 2034 20

Fees from external directorships

None of the executive directors holds office as a non-executive director of cther companies other than in a voluntary or honorary (that 15,
unpaid} capacity Accordingly, the Company does not have a formal policy on whether or not an executive director may keep fees gained
from holding an external non-executive directorship or similar This would be decided on a case by case basis

Share pnce performance graph

The following graph shows the Company's performance, measured by total shareholder return, (“TSR™), In companson to the FTSE
SmallCap Index for the past five years TSR represents share value growth, assuming that dividends paid are reinvested The Company has
been benchmarked against the FTSE SmallCap Index. which is considered to be an appropnate compansen to other pubhc companies of
a similar size
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AUDITED INFORMATION

Directors’ emoluments

In eu of 2013 2012

Comp- Company Company Company

Basic ensation  pension pension pension
salary for loss contn- 2013 contn- 2012 contrt-
and fees Bonus Benefts  of office  butions® Total  bubons Total butions

£'000 £'000 £'000 £'000 £2'000 £'000 £'000 £000 £'000
Executive directors

S G M Caffyn 249 12 12 - 7 280 - 268 -
M S Hamison 170 9 1 - 4 194 - 187 6
G J Ainsley 85 - 8 130 - 221 3 153 5
S J Caffyn B1 2 4 - 2 89 - 86 3
Non-executive directors
R Wrght 43 - - — - 43 _ 8 _
S B Birkenhead 18 - - - - 18 - 55 -
A R Goodburn 20 - - - - 20 - 20 -
N W Holingworth 20 - - - - 20 - 20 -
686 23 33 130 13 885 3 797 14

‘With effect from 1 Apnl 2006 the Company ceased making contrnibutions to the pension arrangements of Mr S G M Caffyn, his basic
salary being increased by an equivalent amount i heu of such contributions This resulted from the change in pension arrangements
following the rule changes referred to as “pension simpitfication ' from 6 Aprl 2006 (A" day) The same arrangements also resulted from
further changes to these rules with effect from 1 Apnl 2012 when the Company ceased making coninbutions to the pension arrangements
of Mr M S Hamson and Miss S J Caffyn, therr basic salary being increased by an equivalent amount in heu of such contnbutions Pension
contnbutions continued [0 be pard to the Cormpany’s defined contnbution scheme in respect of Mr G J Ainsley until he ceased to be a
dwrector on 24 October 2012

Remuneration of non-executive directors
The non-executive directors receive a fee which 1s agreed by the Board, following a recommendation by the executive directors  They
recerved a fee dunng the year of £19,800 per annum with the exception of the Chairman dunng the year who received a fee at the rate of

£54,500 per annum There has been no change to these rates since 1 Apnl 2008 Following a review of an external report on non-executive

directors pay, with effect from 1 Apnl 2013 the fees for the non-executive directors have been increased 1o £26,000 per annum and the
Charman'’s fee increased by 2%

Pensions
Three executive directors are deferred members of the Company's closed defined benefit pension scheme ({“the DB Scheme”) at the year-
end (2012 three) Executive directors’ pensions are provided by the DB Scheme, which provides a pension of a maximum of two-thirds of

final salary In respect of benefits accrued up to 31 March 2006 With effect from 1 Apnl 2006, the accrued benefits of these directors will be

on a “career average” basis and based upon earnings in each financial year There 1s a widow’s pension of half the director’s pension and a
death In service benefit of three times salary The DB Scheme closed o future accrual wath effect from 1 Aprif 2010

Caffyns plc
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The executive directors who are members of the DB Scheme are ehgible for a pension of up to two-thirds of total salary excluding benefits
at normal retirement age of 65 Pensions for executives are provided on a contributory basis through the Group pension scheme The value
of share options or other benefits does not form part of pensionable salary The pension scheme provides for the payment of benefits on
death or disability The following pension benefits accrued to directors from the Company

S G M Caffyn
M S Hamson
S J Caffyn

S G M Caffyn
M S Hamson
S J Caffyn

The changes in the year exclude the elements due 1o Inflation and transferred-in benefits

Additional accrued
benefits earned In

the year

£'000

3

1

1
Transfer Transfer
value at value at
31 March 31 March
2013 2012
£000 £000
1,810 1,695
532 498
242 244

Total annual
accrued pension
at 31 March 2013

£'000
109
32

32

Increase/
(decrease)
in transfer

value
£000
115
34

2

Normal retrement age 1s 65 On early retirement before age 65, accrued pension is discounted by 5% per annum (2012 4%) simple,
except where the Company consents to early retirement between 60 and 65, and then no discount would be applied n respect of accrued
henefits earmed up to 31 March 2013 Along with other employees who were employed by the Company in the year ended 31 March

1991, Mr 8 G M Caffyn 1s entitled to retire at age 60 on an unreduced basis Pensions paid increase in line with Limited Price Indexation

On death, a one-half spouse’s pension 1s due Children's allowances to a maximum including spouse's pension, of 100% of the executive's

pension may be payable Allowance 1s made in transfer value payments for discretionary

benefits

In the year to 31 March 2013, one directar was a member of the Company's Defined Contribution Scheme (2012 three) The Company

contnbuted 3% and the director 3% of basic salary and any bonus pad

The non-executive directors are not members of the Company's pension scheme

N W Hollingworth
Charman of the Remuneration Committee
31 May 2013
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Directors’ Responsibilities

Statement of directors’ responsibilities
The directors are responsible for prepanng the Annual Report, the Remuneration Report and the financial statements In accordance with
applicable law and regutations

Company law requires the directors to prepare financial statermnents for each financial year Under that law the directors are required 1o
prepare the Group financial statements and have elected to prepare the parent Company statements Iin accordance with International
Financial Reporting Standards as adopted by the European Umon (IFRSs) Under Company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs and the profit or loss of the parent Company
and Group for that pencd In prepanng these financial statements, the directors are required to

*  select sutable accounting policies and then apply them consistently,

* make judgements and accounting estimates that are reasonable and prudent,

¢ state whether applicable IFRSs have been followed, subject to any matenal departures disclosed and explained in the finanoal
statements, and

¢ prepare the financial statements on the going concern basis unless it 15 nappropnate to presume that the Company will continueg in
business

The directors are responsible for keeping adequate accounting recerds that are sufficient to show and explain the Company's transactions
and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that the financial
statements and the Remuneration Report comply with the Companies Act 2006 and Article 4 of the |1AS Regulation They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud
and other iregulanties

The directors confirm that 1n so far as each of the directors 1s aware

* there 1s no relevant audit information of which the Company's auditors are unaware, and
* the directors have taken all steps that they ought to have taken to make themselves aware of any relevant audit information and to
establish that the auditors are aware of that information

The directors are responsible for the maintenance and integnty of the corporate and financial nformation Included on the Company's
website Legislation in the Umited Kingdom governing the preparation and disserminaticn of financial statements may differ from iegisiation in
other junsdictions

We confirm that to the bast of our knowledge

* the Group financial statements, prepared in accordance with IFRSs as adopted by the European Union, give a true and fair view of
the assets, liabilities, financial postion and prefit or loss of the Company and the undertakings includad in the consolidation taken as a
whole, and

+ the Operational and Business Review and the Report of the Direclors includes a far review of the development and performance of
the business and the position of the Company and the undertakings included In the consolidation taken as a whole, together with a
description of the pnncipal nsks and uncertainties that they face

er of the Board QQ/\;

S G M Caffyn M-S-HirFison
Chief Executive Finance Director
31 May 2013
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Report of the Independent Auditor

Independent auditor’s report to the members of Caffyns plc

We have audited the financial statements of Caffyns plc for the year ended 31 March 2013 which compnse the Group and parent Company
Income statements, the Group and parent Company staterments of comprehensive income, the Group and parent Company balance
sheets, the Group and parent Company statements of changes in equity, the Group and parent Company cash fiow statements and the
related notes The financial reporting framework that has been applied In their preparation 1s applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we might state 1o the Company's members those matters we are requred to state to them in
an auditor's report and for no other purpose To the fullest extent permitted by law, we do not accept or assume responsibility 10 anyone
other than the Company and the Company's members as a body, for our audrt work, for this repont, or for the cpivions we have formed

Respective responsibibties of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 25, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and farr view QOur responsibility 1s 1o audit and express an opinion
on the financial statements in accordance with apphcable law and International Standards on Auditing (UK and ireland) Thosea standards
require us to comply with the Auditing Practices Board's (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements
A descriptron of the scope of an audit of financral statements 15 prowvided on the APB's website at www fre org uk/apb/scope/prvate cfm

Qpinion on financial statements
In our opinion

s the financial statements give a true and farr view of the state of the Group’s and of the parent Company's affairs as at 31 March 2013
and of the Group's and the parent Company's profit for the year then ended,

* the financial statements have been properly prepared in accordance with IFRSs as adopted by the European Union, and

s the financial statements have been prepared in accordance with the requirements of the Companies Act 2006 and, as regards the
Group financial statements, Article 4 of the IAS Regulation

Opimon on other matiers prescnbed by the Compames Act 2006
In our opinion

* the part of the Directors” Remuneration Report to be audited has been propery prepared in accordance with the Companies Act 2006,
and

* the mformation given in the Report of the Directors for the financial year for which the financial statements are prepared 1s consistent
with the financial statements, and

* the inforrmation given in the Statement of Corporate Governance set out on pages 15 to 20 with respect to internal conitrol and nsk
management systems in relation to financial reporting processes and about share capital structures 1s consistent with the financial
statements
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Matters on which we are required to report by exception
We have nothing 1o report In respect of the following

Under the Companies Act 2006 we are required to repart to you if, m our opireon

+ adequate accounting records have not been kept by the parent Company, or returns adequate for our audit have not been receved
from branches not wisited by us, or

+ the parent Company financial statements and the part of the Directors” Remuneration Report to be audited are not in agreement with
the accounting records and returns, or

+ certain disclosures of directors’ remuneration specified by law are not made, or

* we have not receved all the nmformation and explanations we require for our audit, or

* a Statement of Corporate Governance has not been prepared by the Company

Under the Listing Rules, we are required to review
e directors ents of the report to the shareholders by the Board on direclors’ remuneration

Robert Napper t t

Serwor Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
London

3t May 2013
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Income Statement

for the year ended 31 March 2013

Group and Company

Non-
Nan- undertying
undertying Underlying {note 2)
Underlying {note 2) 2013 (asrestated)” (as restated) 20z
Nole £'000 £'000 £'000 £'000 £'000 £000
Revenue 1 150,847 14,118 164,965 154,375 15,817 170,192
Cost of sales {131,969) (12,117} (144,086} (134,282 (13.816) (148,098)
Gross profit 18,878 2,001 20,879 20,093 2.001 22,024
Operating expenses
Distribution costs (11,030) {1,750 (12,780} (11,810) (2.065) (13.975)
Administration expenses {5,738) (1727) {7,465) (B8,558) {1,273) {7.831)
Operating profit before other
income 2,110 (1,476) 634 1,625 (1,337) 288
Other income (net) 2 - 1,718 1,718 - 2,024 2,024
Operating profit K] 2,110 242 2,352 1,625 687 2,312
Finance expense 5 (892) {25) 917 {1,081) {32) {1,093)
Finance ncome on pension
scheme 6 - 87 87 - 237 237
Net finance (expense)/income (B92) 62 {830) {1,081) 205 (B586)
Profit before taxation 1,218 304 1,522 564 892 1.456
Income tax (expense)/credit 7 {186} (47) (233) 192 (232) (40)
Profit for the year from
continuing operations 1,032 257 1,289 756 660 1,416
Earmings per share contmuing
operations
Basic 46 6p 51 0p
Diuted 45 2p 49 1p
Soo note 2

See accompanying notes to the financial statements
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Statement of Comprehensive Income

for the year ended 31 March 2013

Group and Company

2013 2012
Note £°000 £'000
Profit for the year 1,289 1,416
Other comprehensive Income
Defined berefit plan actuanal loss recognised 20 (7,843) (1,196)
Deferred tax on actuanal loss 21 1,804 287
Total other comprehensive Income, net of taxation (6,039) (S09)
Total comprehensive income for the year {4,750) 507
See accompanying notes to the financial statements
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Balance Sheets

at 31 Mmarch 2013

Group Group Company Company
2013 2012 2013 2012
Note £000 £'000 £'000 £'000
Non-current assets
Property, plant and equipment 11 31,073 26,669 31,073 26,669
Investment property 12 528 532 528 532
Goodwill 10 286 286 286 286
Deferred tax asset 21 1,743 172 1,743 172
Investment in subsidiary undertakings 13 - - 250 250
33,630 27,659 33,880 27,909
Current assets
Inverkones 14 25,650 25,722 25,850 25,722
Trade and other recevables 15 6,174 6,712 6,174 6,712
Cash and cash equivalents 1,159 22 1,159 22
Non-current assets classified as held for sale 1 446 3.180 446 3,180
33,429 35,636 33,429 35,636
Total assets 67,059 63,295 67,309 63,545
Current liabilties
Interest beanng loans and borrowings 16 3,500 1.219 3,500 1,218
Trade and other payables 18 25,658 26,501 25,908 26,751
Current tax payable 208 208 208 208
29,366 27,928 29,616 28,178
Net current assets 4,063 7,708 3,813 7,458
Non-current habilities
Interest beanng loans and borrowings 16 7,500 7,500 7,500 7,500
Preference shares 22 1,237 1237 1,237 1,237
Retirement benefit obligations 20 13,641 6,260 13,641 6,260
22,378 14,997 22378 14,997
Total habilities 51,744 42,925 51,994 43,175
Net assets 15,315 20,370 15,315 20,370
Capital and reserves
Share capital 22 1,439 1,439 1,429 1,439
Share premium account 272 272 272 272
Capital redemption reserve 282 282 282 282
Non-distnibutable reserve 2,390 2,390 2,390 2,390
Other reserve 19 120 96 120 96
Retaned earmings 10,812 15,891 10,812 15,891
Total equity attnbutable to shareholders of Caffyns pic 15,315 20,370 15,315 20,370

The financ term wel proved py the Baard pf directors on 31 May 2.01:3 and were signed on its behalf by

R Wnght M S Harnson
Dwector Directt
31 May 2013

See accompanying notes to the financial statements
Company number 105664
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Statement of Changes in Equity

for the year ended 31 March 2013

Group and Company
Caprtal Non-

Share Share redemption  distnbutable Other Retained

capial premium reserve reserve reserve earmings Total

£000 £'000 £'000 £'000 £2'000 £'000 £'000
At 1Apnl 2012 1,439 272 282 2,380 96 15,891 20,370
Total comprehensive iIncome
Profit for the penod - - - - - 1,289 1,289
Other comprehensive
ncome - - - - - {6,039) {6,039}
Total comprehensive
income for the year - - - - - {4,750) {4,750}
Transactions with
owners
Dividends - - - - - (332) (332)
Issue of shares —
SAYE scheme - - - - - 3 3
Share-based payment - - - - 24 - 24
At 31 March 2013 1,439 272 282 2,390 120 10,812 15,315
tor the year endad 31 March 2012

Capital Non-

Share Share redemption  distnbutable QOther Retained

capital premium reserve reserve reserve earnmngs Total

£'000 £'000 £'000 £'000 £'000 £'000 £'000
At 1 Apnl 2011 1439 272 282 2,419 72 15,786 20,27C
Total comprehensive iIncome
Profit for the penod - - - - _ 1,416 1,416
Qther comprehensive
ncome - - - - - (S09) (909)
Realised surpluses on
disposal of land and
buldings - - - 29) - 29 -
Total comprehensive
income for the year - - - (29) - 536 507
Transachions with
owners
DOwidends - - - - - {335) (335)
Purchase of own
shares (nef} - - - - - (104) (104)
Issue of shares -
SAYE scheme - - - - - 8 8
Share-based payment - - - - 24 - 24
At 31 March 2012 1,430 272 282 2,390 96 15,891 20,370
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Cash Flow Statement

for the year ended 31 March 2013

Group and Company

2013 2012
Note £'000 £'000
Net cash outflow from operating activities 23 (41) {2,046)
Investing activities
Proceeds on disposal of property, plant and egupment 2,896 4,557
Purchases of property, plant and equipment (3,670) (2,703)
Net cash (outflow)/inflow from investing activities {774) 1,854
Financing activities
Secured loans repad - (3,000)
Secured loans receved - 2,500
Purchase of own shares - (104)
Issue of shares — SAYE scheme 3 8
Dmdends paid {332) (335)
Net cash outflow from financing activities {329) (831)
Net decrease in cash and cash equivalents {1,144) (1,123)
Cash and cash equivalents at beginning of year {1,197) {74)
Cash and cash equivalents at end of year (2,341} (1,197)
31 March 31 March
2013 2012
£'000 £'000
Cash and cash equivalents 1,159 22
Qverdrafts (3,500) (1,219
Net cash and cash equvalents {2,341) (1,497)

See accompanying notes to the financial statements
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Principal Accounting Policies

Basis of preparation and statement of complance

The financial statements have been prepared in accordance with International Financial Reporting Standards as adopted by the EU {IFRSs),
International Financial Reporing interpretations Committee (“IFRIC™) and those parts of the Companies Act 2006 apphcable to companies
reporting under IFRS

The financial statements have been prepared on the histoncal cost basis The principal accounting policies adopted are set out below This
set of financial statements has been prepared In accordance with the accounting policies set out In the Annual Report for the year ended
31 March 2012 apart from the disclosure of the pension charge to the Income Statement This change 1s explained in the accounting policy
on “Non-undertying items” on page 35

The preparation of fnancial statements in conformity with IFRSs requires the use of estimates and assumptions that affect the reported
amounts of assets and habifiies at the date of the financial statements and the reported amounts of revenues and expenses dunng the
reporting year Although these estimates are based upon management’s best knowledge of the amount, events or actions, actual results
may ultmately differ from those estmates

The estmates and underlying assumptions are reviewed on an ongomng basis Rewisions to accounting estmates are recognised in the
penod in which the estimate 1s revised If the revisiocn affects only that penod or in the penod of the remvsion and future penods if the revision
affects both current and future penods

Judgements made by the directors in the application of accounting policies that have significant effect on the financial statements and
estimates with a significant nsk of matenal adjustment in the next year are discussed in note 28

Adoption of new and revised standards and new standards and interpretations not yet adopted
The Group has adopted the following new standards and interpretations i these financial statements

‘Improvements to IFRS' (issued in May 2010) The improvements project contains numerous amendments to IFRS that the IASB considers
non-urgent but necessary ‘Improvements to IFRS' comprse amendments that result in accounting changes for presentation, recognition
or meaasurement purposes, as well as terminology or editorial amendments related to a vanety of indmidual IFRS standards Most of the
amendments are effective for annual penods beginning on or after 1 January 2011, with earlier applicaton permitted No material changes
to accounting policies have arisen as a result of these amendments

The following new standards, amendments to standards or interpretations are mandatory for the first time for the year ending 31 March
2013 but are not currently relevant to the Group

* Amendment to IFRS 7 — Disclosures - Transfers of Financial Asssts

At the date of authonsation of the financial statements the following standards and interpretations which have not yet been applied by the
Group in these financial statements, were in 1ssue but not yet effective

Other standards/

interpretations Content Applcable onv/after
1AS 28 Investments in Assoctates and Joint Ventures 1 January 2014
IFRS 9 * Financial nstruments Classification and measurement 1 January 2015
IFRS 10 Consolidated Financial Statements 1 January 2014
IFRS 11 Joint Arrangements 1 January 2014
IFRS 12 Disclosure of Interests in Other Entities 1 January 2014
IFRS 13 Farr Value Measurement 1 January 2014
IAS 1 {Rewvised)} Presentation of ltems of Other Comprehensive Income 1 July 2012
IAS 27 (Rewvised) Separate financial statements 1 January 2013
Amendments to IAS 32 Offsetting Financial Assets and Financial Liabilities 1 January 2012
Amendment to IFRS 7 Oftseting Financial Assets and Financial Liabilifies 1 January 2013

" Not yet adopted by EU

Cafiyns plc
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Principal Accounting Policies

Adoption of new and revised standards and new standards and interpretations not yet adopted {continued)

The directors are currently assessing the impact of these new accounting standards on the accounting policies of the Group The
amendments to 1AS 19, which are effective from 1 January 2013, include the calculation of the return on assets no longer being based
on the underlying assets of the scheme but wil i future be calculated by reference solely 1o bond yields This will negatively mpact the
expected return on assets and, in the year to 31 March 2014, the expected charge will be £600,000 as compared 10 the net credit to the
Income Statement of £67,000 in the year to 31 March 2013

Going concern
The financial statements have been prepared on a going concern basis which the directors consider appropriate for the reasons set out
below

The Company and the Group meet therr day to day working capital requirements through short-term stocking loans and bank overdraft and
mediurn-term revolving credit faciities The overdraft and revolving credi faciities nclude certain covenart tests The {alure of a covenant
test would render these facilities repayable on demand at the option of the lenders

The directors have undertaken a detalled review of trading and cash flow forecasts for a period In excess of one year from the date of

thus Annual Report which projects that the facility imits are not exceeded over the duration of the forecasts These forecasts have made
assumplions in respect of future trading condihions, particularty volumes and margins of new and used car sales, aftersales and operaticnal
improvements together with the tiring of capital expenditure The forecasts take nto account these factors to an extent which the directors
consider to be reasonable, based on the infoarmation that 1s available to them at the time of approval of this financial information These
forecasts indicate that the Group will be able to operata within the financing facilites that are avalable to it and meet the covenant tests
with sufficient margin for reasonable adverse movements in expected trading conditions

Information concarming the Group's iquidity and financing nsk are set out on page 8 of the Report of the Directors and note 17 to the
financial statemenits

The directors have a reasonable expectation that the Group and the Company have adequate resources 10 continue 1n operational
existence for the foreseeable future For those reasons, they continue to adopt the going concern basis In prepanng this Annual Report

Basis of consolidation
The consolidated financtal statements incomorate the financial statements of the Company and its subsidianes made up to 31 March each
year All subsichanes are currently dormant so the income, expenses and cash flows are the same for the Group and the Company

The resulis of businesses and subsidiaries acquired or disposed of during the yvear are mcluded in the consolidated income statement using
the purchase method from the effective date of acquisihon or up to the effective date of disposal, as appropnate

Where necessary, adjusiments are made to the financial statements of subsidianes to bring the accounting policies used iNto ine with those
used by the Group

Allintra-Group transactions, balances, Income and expenses are eiminated on consolidation

Acquisition

On acquisition the assets and habiies and contingent lizbiities of a subsidiary are measured at therr far values at the date of acquisition
Any excess of the cost of acquisition over the far values of the dentifiable net assets acquired 1s recognised as goodwill, which 1s allocated
to Cash-Generating Units  Any deficiency of the cast of acquisition below the farr values of the dentifiable net assets acquired (1 e discount
on acquisition} 15 credited to profit or 10ss in the penod of acguisition

M Caffyns plc




Goodwill

Goodwill represents the excess of the cost of an acquisitton over the fair value of the net identifiable assets acquired, and 1s tested annually
for mparment  Any impairment 1s recognised immediately in the income statement and 1s not subseguently reversed Gains and losses on
subsequernt disposal of the assels acquired include any related goodwill

Goodwill ansing on acquisitions before the date of transition to IFRS has been retained at the previous UK GAAP amounts subject 1o being
tested for mparment at that date and annually thereafter

Revenue recognition
Revenue 1s measured at the far value of the consideration recenved or recesvable and represents amounts recervable for goods and services
provided in the normal course of business, net of discounts, VAT and other sales related taxes

Sales of motor vehicles, parts and accessones are recognised when the significant nsks and rewards of ownership have been transferred
to the buyer In general this occurs when vehicles or parts are deliverad to the customer and title has passed Servicing and bodyshop
sales are recognsed on completion of the agreed work

Non-underlying items

Non-underlying items are those items that are unusual because of ther size, nature or Incidence The Group's management considers that
these tems should be disclosed separately 10 enable a full understanding of the Group’s operating results Trading results, ncluding losses
incurred and wind down expenses are included within non-underlying from the date of the announcement to clase the branch or termination of
the dealer agreement with the manulacturer Trading results and associated expenses of those branches prior to that date {ncluding those for
comparative penods) are not reclassified to non-underying retrospectively as, in the opinion of the directors, they become non-underiying onty
after the relevant announcement has been made to close or terminate the operatons

The net financing return and servce cost on pension cbhigatons in respect of the defined benefit pension scheme closed to future accrual

15 now presented as a non-underlying tem  Prior perod figures have been restated on a consistent basis, the result of which was to reduce
profit befare taxation before non-underiying tems by £215,000 for the year ended 31 March 2012 While the total tax charge for the Group
1S unchanged, the comparative taxation figure in respect of underlying and non-underlying tems for the previous period has been restated
accordingly 1AS 1 Presentation of Financial Statements requres presentation of a comparative balance sheet as at the beginning of the first
comparative penod, In some circumstances Management considers that this 13 not necessary this year because the 2012 balance sheet s
the same as that previously published

All other activities are treated as underlying

Leasing

Lessee

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the nsks and rewards of ownership {0 the
lessee All other leases are classified as operating leases

Assets held under finance leases are recognised as assets at ther far value or, If lower, at the present value of the minmum lease
payments, each determined at the inception of the lease The comesponding hability to the lessor 1s Included in the balance sheet as a
finance lease obhgation Lease payments are appertioned between finance charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaning balance of the Tiability Finance charges are charged drectly aganst income

Rentals payable under operating leases are charged to Income on a straight-ine basis over the lerms of the relevant lease
Lessor
The Group ieases certain properties under operating leases Substantially ali the nsks and rewards of ownership are retained by the Group

and the assels are stated at histoncal cost less depreciation Provision for depreciation of all property, plant and equipment of the Group 15
made n equat annual Instalments over their estirmated useful Ives
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Borrowing costs
All borrowing costs are recognised in the Income statement in the penod in which they are incurred unless the borrowing costs are directly
attnbutable to the acquisihion, construction or production of a qualfying asset N which case they are capitalsed

Retirement benefit costs
The Group operates a defined benefit penston plan and a defined contnbution plan, for its employees funded [ointly by contributions from
the Company and employees, the assets of which are held n independent trustee adminustered funds

Pension accounting costs for the defined benefit plan 1s determined using the projected unit credit method after including a credit for the
expected return on plan assets Under the method, 1n accordance with the advice of qualfied actuanes, the amounts charged n respect of
employee benefits reflect the cost of benefits accruing 1n the year and the cost of financing accrued benefits Actuanal gamns and losses are
recogrused in full in the penod in which they occur and presented in the Statement of Comprehensive Income

The present value of pension abligations 1s measured by reference to market yields on high quality corporate bonds which have terms to
matunty approximating to the terms of the related pension lability Plan assets are measured at far value When the calculation results n a
benefit to the Group, the recognised asset Is kmited to the total value of economic benefits available in the form of any fulure refunds from the
scheme or reductions N future contnbutions to the scheme An economic benefit is avallable to the Group ff itis realisable durnng the Ife of the
scheme, or on settlement of the scheme liabiimes If there s an obhgation for the Company to pay deficit funding, this 1s also recognised

A defined contnbution plan 15 one under which the Group pays fixed contnbutions and has no legat or constructive obligation to pay further
amounis Obligations for contributions to defined contnbution pensicn plans are recognised as an employee benefit expense in the income
statement when they are due

Share-based employee compensation

The Group operates an equity settled share-based compensation plan for all employees through the Company’s SAYE scheme All
employee services received in exchange for the grant of any share-based compensation are measured at therr far values These are
indwectly determined by reference to the share option awarded Therr farr value 1s apprased at the grant date The vesting penod from the
date of grant 1s three years

All share-based compensation 1s ultmately recognised as an expense i profit and loss with a coresponding credit to the ‘other reserve’,
net of deferred 1ax where applicable If vesting peniods or other vesting conditions apply, the expense 1s allocated over the vesting penod,
based on the best avalable estmate of the number of share options expected to vest Service and performance vesting condstions are
included in assumptions about the number of options that are expected to become exercisable Non-vesting conditions such as the
employea’s requirement to continue to save under the SAYE scheme, are taken into account when determining the farr value of the award
Estimates are subsequently revised If there 1s any indication that the number of share options expected 1o vest differs from previous
estimates No adjustment to expense recognised in pnor penods 1s made If fewer share options ulimately are exercised than onginally
estmated Failure by the employee to meet a non-vesting condition 1s treated as a cancellation

Far value 1s measured by use of the Black-Scholes mode! The expected Yife used n the model has been adjusted, based on
management's best estmate, for the effects of non-transterability, exercise restnctions and behavioural considerations

Taxation
The tax expense represents the sum of the tax cumently payable and deferred tax Tax balances are not discounted

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from net profit as reported in the Income Statement
because It excludes items of Income or expense 1hat are taxable or deductble in other years and 1t further excludes items that are never
taxable or deductible The liabrity for current tax i1s calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date
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Deferred tax 1s the tax expected to be payable or recoverable on differences between the carnang amounts of assets and liabities in the
financial statements and the corresponcing tax bases used in the computation of taxable profit, and 1s accounted for using the balance
sheet hability method Deferred tax llabilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that 1t 1s probable that taxable profits will be avallable against which deductible temporary differences can be
utilsed  Such assets and labilties are not recognised If the temporary difference anses from goodwill or from the imtial recogmition {other
than in a business combination) of other assets and liabilibes 1n a transaction that affects neither the tax profit nor the accounting profit

The camying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent that « 1s no longer probable
that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected 10 apply in the period when the hability 1s settled or the asset 1s realised
Deferred tax 1s charged or credited in the Income Statement, except when It relates to tems charged or credited within other
comprehensive income, in which case the deferred tax 1s also dealt with in other comprehensive ncome The tax base of an item takes into
account its intended method of recovery by either sale or use

Property, plant and equipment
Land and buiidings used in the business are stated In the balance sheet at cost, or deemed cost, being the open market value at
31 March 1995, for those properties acquired before that date

Depreciation on buldings 1s charged to the Income Staterment On the subsequent sale of a property, the attnbutable surplus remaning in
the non-distnbutable reserve is transferred directly to accumulated profits

Properties in the course of construciion are camed at cost, less any recognised impairment loss Cost includes professional fees and
attnbutable bormowing costs Depreciation of these assets, on the same basis as other property assets, commences when the assets are
ready for ther ntended use

Properties are regarded as purchased or sold on the date on which contracts for the purchase or sale become uncondiional The gan or
loss ansing on the disposal of an asset 13 determined as the difference between the sales proceeds and the carmying amount of the asset
and 1s recognised in profit and loss

Other assets are stated at cost less accumulated depreciation and any recognised imparrment loss

Depreciation 1s charged so as to wnte off the cost less residual values of assets, other than land and properties under construction, over
therr estimated useful ives using the straght-ine meathod, on the following basis

Freehold buldings - 50 years
Leasehold buildings - Penod of lease
Plant and machinery, fixtures and fittings - 3to 10 years

The leasehold land 1s accounted for as an operating lease
The residual vatue of all assets, depreciation methods and useful economec Iives, (T significant, are reassessed annually

Invastment property

Investment property, which 1s proparty held to earn rentals and/or capital appreciation, 1s stated at cost less accumulated depreciation and
impairment at the balance sheet date Rental income from investment property 1s recognised on a straght-lne basis over the term of the
lease Depreciation 1s charged so as to wnte off the cost less residual values of investment properties over their estimated useful lives using
the straight-line method over 50 years

Non-current assets held for sale
Non-current assets classified as held for sale are measured at the fower of carmying amount and farr value less costs to sell
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Non-current assets are classified as held for sale if their carrying amount will be recovered through a sale transaction rather than through
continuing use This condition Is regarded as met only when the sale 1s highly probable and the asset s avalable for immediate sale inits
present conditton Management must be committed to the sale which should be expecied to qualify for recognition as a completed sale
within one year from the date of classification No further depreciation 1s provided once assets are classified as held for sale

Impairment
a) Ilmpairment of goodwill
Goodwill 1s tested annually for imparment i an impairment provision 1s made, It cannot subsequently be reversed

b} Imparrment of property, plant and equipment
At each balance sheet date the Company reviews the camying amounts of ts property, plant and equpment 1o determine whether there
1S any Indication that those assets have suffered an impaimment loss if any such indication exists, the recoverable amount of the asset
1s estmated n order to determine the extent of the Impairment loss (f any) Where the asset does not generate cash flows that are
wdependent from other assets, the Company estimates the recoverable amount of the Cash-Generating Unit {*CGU") to which the asset
belongs

Recoverable amount is the higher of far value less costs to sell and value In use In assessing value in use, the estimated future cash flows
are discounted to ther present value using a pre-tax discount rate that reflects current market assessments of the time value of money and
the nsks specific to the asset for which the estimates of future cash flows have been adusted

If the recaverable amount of an asset or CGU is estimated to be less than its carnying amount, the carrying amount of the asset (CGU) ts
reduced 1o its recovarable amount Animparment loss 1s recognised as an expense immediately, unless the relevant asset I1s carned at a
revalued amount, In which case the smpairment 10ss 18 treated as a revaluation decrease

Where an imparrment ioss subsequently reverses, the canrying amount of the asset (CGU) Is increased to the revised estimate of its
recoverable amount, but so that the Increased camyng amount does not exceed the camying amount that would have been determined had
no impairment loss been recogrised for the asset (CGU) in pnor years A reversal of an impairment l0ss 15 recognised as income immediately,
unless the relevant asset 1s camed at a revalued amount, In which case the reversal of the Imparrment loss 1s freated as a revaluation INcrease

For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows from
continuing use that are largely ndependent of the cash flows from other groups of assets Management have determined that the CGUs
of the Group are the groups of dealerships for each franchise Where more than one franchise operates from a site, the franchises are
aggregated together with the dominant franchise

Inventones
Inventories are stated at the lower of cost and net realisable value Cost represents the purchase pnce plus any additional costs incurred

Vehicle stock ncludes service vehicles Consignment vehicles are regarded as being effectively under the control of the Group and are
included within mventories on the balance sheet as the Group has substantially all of the significant risks and rewards of ownership even
though legal title may not yet have passed The corresponding lability is ncluded in trade and other payables Parts inventones are based
upon replacement purchase cost pnnciple and are wntten down to net realisable value by providing for obsolescence on a time and stock-
based formula approach

Net realisable vallle represents the estimated selling price less all estimated costs to completion and costs to be incumred In marketing
and selling

Trade and other recevables
Trade recevables do not cary any interest and are stated at therr fair value on intial recogrition as reduced by appropnate allowances for
eshmated irecoverable amounts and subsequently carned at amortised cost

Cash and cash equivalents

Cash and cash equwalents compnse cash on hand and on-demand deposits In the Cash Flow Statement, cash and cash equivalents are
shown net of bank overdrafts Bank overdrafts are shown within interest beanng borrowings in current liabilities on the Balance Sheet
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Investments in subsidiary undertalkangs
Investments in subsidiary undertakings are included at cost, less amounts wntten off If the investment 1s determined to be impaired and are
included n the parent Company's separate financial statements

Fimancial habiities
Al financial hatylites are intially recognised at fair value and subsequently measured at amortised cost using the effective interest method

Interest-beanng borrowings

Interest-beanng bank loans and overdrafls are recorded at thew far value on initial recognition {normally the proceeds receved less
transaction costs that are directly attnbutable 1o the financial habiity} and subsequently at amortised cost under the effective nterast
method Finance charges. including premiums payable on settlement or redemption and direct iIssue costs, are accounted for on an
accruals basis to the profit and toss account using the effective interest method and are added to the carrying amount of the nstrument to
the exient that they are not settled in the period in which they anse

Trade and other payables
Trade payables are not interest beanng and are stated at their far value on inihal recognition and subseqguently camed at amortised cost

Equity
Crdinary shares are classified as equity Incremental costs directly attnbutable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds

Share premwm includes any premum receved on the sale of shares Any transaction costs associated with the issuing of shares are
deducted from share premium, net of any Income tax benefits

Capital redemption reserve comprises the nominal value of Ordinary Share capital purchased by the Company and cancelled

The ‘Non-distnbutable reserve’ within equity 1s a revaluation reserve which compnses gains and losses due (o the revaluation of property,
plant and equpment prior to 1995

The 'Other reserve’ comprises share-based payments made under the Group’s SAYE scheme
Retained earnings includes all current and pnor period retaned profits

Where any Group Company purchases the Company’s equity share capital (ireasury shares), the consideration paid, including any directly
attnbutable incremental costs (net of ncome taxes), 15 deducted from equity atinbutable to the Company's equity holders until the shares

are cancelled, reissued or disposed of Where such shares are subseguently sold or reissued, any consideration recenved, net of any chrectly
atinbutable incremental transaction costs and the related income tax effects, 1s included in equity attnbutable to the Company's equity holders
Preference shares

All the preference shares are accounted for as non-current habilities, as they have the attributes of debt Preference dridends are
accounted for as finance charges within interest payable

Financial instruments

Non-denvative financial instruments compnse trade and other recevables, cash and cash equivalents, loans and barrowings, and trade
and other payables Non-derivative financral iInstrumenis are recognised snitially at fair value and subsequently measured al amortised cost
using the effectve interest method

A financial instrument 1s recognised if the Group becomes party to the contractual provisions of the instrument  Financial instruments are

derecagnised If the Group’s contractual ights to the cash flows from the financial asset expire Financial labilities are derecogrised if the
Group's obligations specified in the contract expire or are discharged or cancelled
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General information

Caftyns plc s a Company incorporated in England and Wales under the Companies Act 2006 The address of the registered office is
given on page 2 Its revenue Is attnbutable to the sole activity of operating as a motor retailer in the south east of the United Kingdom
and compnses revenue from

2013 2012
£'000 £'000
Sale of goods 156,654 159,600
HRendenng of services 8,311 10,592

164,965 170192

Based upon the management wformation reporied to the Group's chief operating decision maker, the Chief Executve, in the opimion
of the directors, the Company onty has the one reportable segment The Group 18 operated and managed on a dealership by
dealership basis These dealerships are considered to have simitar economic charactenistics and offer ssimilar products and serices to
a similar customer base As such, the resulis of each dealership have been aggregated to form one reportable segment There are no
major customers amounting to 10% or more of the Group’s revenue  All revenue and non-current assets derwve from, or are based in,
the United Kingdom

Non-underlying items

2012

2013 As restated

£'000 £'000

Impamment of property, plant and equipment (178) (174)

Net profit on disposal of property, plant and equipment 1,896 2,198

Other Income (net) 1,718 2,024
Within operating expenses T T
Losses incurred on closed businesses {1,067) (1.315)
Redundancy costs (414) (32)
{1,481) {1,347)

Total other income (net of costs) 237 677

Net finance income and service cost on pension scheme 67 215

Total non-underlying tems before taxation 304 892
Income tax expense — tax charge on non-undertying tems (47) (232)

Total after tax 257 660

The following amounts have been presented as non-underlying items in these financial statements

Property, plant and equipment have been reviewed for possible mparrment in the light of economic condiions  As a result of this
review the directors have decided to impar certan branch assets totalling £178,000 {2012 £174,000)

Losses incurred in the closure of businesses amounted to £1,067,000 (2012 £1,315,000} These costs include wind down expenses,
recegnised from the date of the announcement to close or terminate the dealer agreement with the manufacturer, and also branch
specific redundancy costs which amounted to £135,000 (2012 £333,000) Dealerships affected included the closure of Ford at Alton
and sale of Volvo/Ford in Hove together with the trading at Ashford, Folkestong and Tunbndge Wells following the termination notice
with Vauxhall Motors in July 2011
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Non-underlying items (continued)

The Group undertook a programme of redundancies In its core business consequent to the current economic situation, resulting IN

nor-underlying payments of £414,000 (2012 £32,000}

As stated in the accounting policy on page 35, the net financing return and senrce Cost on pension obhgations m respect of the
defined benefit scheme closed to future accrual 1s now presented as a non-underlying item While the profit before tax for the Group
1s unchanged, the comparative figure In respect of non-underlying items for the previous penod has been restated accordingly

Operating profit

Operating profit has been arnved at after charging/(crediting)

Employee benefit expense (see note 4)

imparment of property, plant and equipment

Impairment of asset held for sale

Depreciation of property, plant, equipment and investment property

— owned assets

Net profit on disposal of property, ptant and equipment including assets held for sale
Cperating lease rentals payable

- tand and buldings

- plant and machinery

QOperating lease rentals recevable

- land and buldings

Qperating profit has been arnved at after charging

Auditors’ remuneration
- Fees payable to the Company's auditors for the audit of the Company's annual accounts
- Fees payable to the Company's auditors and its associates for other services

- Other services pursuant to legislation — interim review

- Tax semices (ncluding complhance and VAT advice)

- Fees in respect of the audit of the Caffyns plc Pension Scheme

= Other services

2013
£'000

13,759

135

o916

(1,896)

465

81

2013
£°000

10
19

103

2012
£:000

14,967

174

930

(2,198)

558
10

199

2012
£'000

63

i0
20

106

A description of the work of the Audit Committee s set out In the Corporate Governance Report on pages 15 to 20 and includes an
explanation of how auditor objectivity and independence s safeguarded when non-audn services are provided by the auditor
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4. Employee benefit expense
The average number of people employed by the Group in the following areas was

Sales
Aftersales
Administration

Employes benefit axpense dunng the year including directors amounted to
Wages and salanes

Social secunty cosls

Redundancy costs

Contnbutions to defined contrnbution plans

Other pension costs (see note 20}

Oirectors’ emoluments were
Emoluments

Compensation for loss of office
Pansion coninbutions

Pansion to widow of former direclor

2013
Number
106

224

425

2013
£°000
12,112
1,159
414
141
67}

13,759
2013
£°000
755
130

19

907

2012
Number
118
278
100

496

2012
£°000
13,351
131
351
169
{218)

14,967

2012
£'000
797
14

19

830

Detalls of the directors’ remuneration and pension contnbutions are provided in the Directors’ Remuneration Repont on pages 21

to 24

5. Finance expense

Interest payable on bank borowings
Vehicle stocking plan interest
Financing costs amortised
Preferance dividends (see note 9)

Finance expense

2013
£°000
329
370
116
102

97

2012
£'000
436
413
142
102

1.093

Interest payable on bank borrowings 1s after capitalising interest in additions to freehold properties of £13,000 at a rate of 4 4%

(2012 £43,000, rate 4 4%) (see note 11)

6 Finance income on pension scheme

Defined benefit pension scheme net finance iIncome (see note 20)
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£'000
87

2012
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Tax

Current tax

UK corporation tax

Deferred tax (see note 21)
Ongination and reversal of temporary differences
Adjustmenits recognised in the pencd due to change in rate of corporation tax
Adjustments recognised in the period for deferred tax of prior penods

Total tax charged in the Income Statement
The tax (charge)/credit anses as follows
On normal trading

Non-underiying (see note 2)

The charge for the year can be reconciled 1o the profit per the Income Statement as follows

Profit before tax

Tax at the UK corporation tax rate of 24% (2012 26%)

Tax effect of expenses that are not deductible In determining taxable profit
Change n rate of corporation tax from 24% to 23% (2012 26% to 24%)
Accounting depreciation/imparment for which no tax refief 1s due

Difference between accounts profits and taxable profits on capital asset disposals
Movement in rolled over and he'd over gains

Adjustments 10 tax charge in respect of pnor years

Tax charge for the year

The total tax charge for the year 1s made up as follows

Total current tax charge

Deferred tax charge
Charged in Income Statement

Credited against other comprehensive income

Total deferred tax credit

Total tax credit for the year

2013
£000

{275)
42

(233)

(233)

(186)

(47)
(233)

2013
£°000

1,522

(365)
(18)
a2
(130)
479
241)

(233)

2013
£'000

(239)

1,804

1,571

1,571

2012
£'000

227
86
101

{40)

{40}

136
(176}

(40)

2012
£'000
1,456

(379
(30)

(105)
(204)
491
101

(40}

2012
£'000

(40)
287

247

247
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7 Tax {contnued)

Factors affecting the future tax charge
The Company has unrelieved advance corporation tax of appraximately £1 14m (2012 €0 756m) which is available to be utiised
against future mansiream corporation tax labilities and 1s accounted for 1n deferred tax {see note 21)

The tax charge 1s increased by non-deductble expenses including the impairment of property, plant and equipment and non-
qualfying depreciation

8 Earnings per ordinary share
The calculation of the basic earnings per share 1s based on the earnings attnbutable to ordinary shareholders dwvided by the weighted
average number of shares in 1ssue durng the year Treasury shares are treated as cancelled far the purposes of this calculation

The calculation of diluted earnngs per share 1s based on the basic earnings per share, adjusted to allow for the 1ssue of shares and
the post-tax effect of dvidends and/or interest, on the assumed conversion of all dilutive options and cther dilutive potential ordinary
shares

Reconciliations of earnings and weaighted average number of shares used in the calculations are set out below

Adjusted Basic

2013 2012 2013 2012

£000 £'000 £'000 £'000
Profit before tax 1,522 1,456 1,522 1,456
Adjustments
Non-underlying tems (note 2) {304) 892) - -
Adjusted profit before tax 1,218 564 1,522 1,456
Taxation {186) 192 (233) (40)
Earmings 1,032 756 1,289 1,416
Earnings per share 37 3p 27 2p 48 6p 51 0p
Diluted earnings per share 36 2p 26 2p 45 2p 49 1p
* As restated

The number of fully paid ordinary shares in circulation at the year-end was 2,767,553 (2012 2,766,779) The weighled average
shares n1ssue for the purposes of the earnings per share calculation were 2,766,973 (2012 2,779,064} The shares granted under
the Company's SAYE scheme are dilutive The weighted average number of dilutive shares under option at farr value was 85,831
(2012 104,697) gving a total diluted weighted average number of shares of 2,852,804 (2012 2,883,761)

9. Dmdends
2013 2012
Paid £'000 £'000
Preference
6 5% Cumulative First Preference 25 25
10% Cumulative Preference 65 65
6 0% Cumulative Second Preference 12 12
Included in finance expense {see note 5) 102 102
Crdinary
Intenm dividend paid in respect of the current year of 5 Op (2012 50p) 138 140
Fina! devdend paid in respect of the March 2012 year end of 7 Op (2011 7 Op) 194 195
332 335
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Dividends (continued)

Proposed

In addition, the directors are proposing a fina! dvdend in respect of the year ended 31 March 2013 of 7 Op per share which will absorb
£194,000 of shareholders’ funds (2012 7 Op per share absorbing £194,000) The proposed final dmdend 15 subject to approval by
sharehokiers at the forthcoming Annual General Meeting and has not been included as a liabilty in these financiat statements

Goodwill

2013 2012
Group and Company £000 2000
Cost
At 1 Apnl 2012 and 31 March 2013 481 481
Prowision for impairment
At 1 Apnl 2012 and 31 March 2013 185 195
Carrying amounts
Volkswagen, Bnghton 200 200
Aud, Eastbourne 86 86
At 31 March 286 286

For the purposes of impaiment testing of goodwill, the directeors recognrse the Group's Cash-Generating Units {(*CGUs”} to be
connected groupings of dealerships  The recoverable amount of each CGLU 1s based on the higher of its realisable value and value

in use The realisable value of each CGU 1s based upon the market value of any property contamned within it and 15 determined by an
independent valuer as descnbed in note 11 The value n use 1s calculated using Board approved budgsied projections for 2013/14
These projections take into account management estimates of future trading including past expenence and industry expectations
They are exirapolated over an addibonal four years assuming no growth in profits, and a nsk adjusted discount rate reflecting the
Group's weighted average cost of capital 1s applied in order to calculate each CGU's terminal value While it 1s anticipated that the
unils will grow revenues In the future, for the purposes of imparrment testing, no growth has been assumed beyond the pencd
covered by the budget of one year A pre-lax discount rate of 5% was applied in determining the value n use of the CGUs which the
Group has estimated to be the approximate weighted average cost of capital to the Group

The two key assumptions made by the directors are the discount rate used and profitabiity rates beyond the business plan Neither a
1% increase in the discount rate or a 10% reduction in operating profit would result in any impairment being required

In the case of the CGUs o which the goodwill relates, the realisable value of those CGUs was greater than the carrying value of the

assets allocated to themn Consequently, the directors have concluded that no impaiment 1s required in the year ended 31 March
2013
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11. Property, plant and equipment

Group and Company

Cost or deemed cost

At 1 Apnl 2011

Additions at cost

Transfer

Transfer to assets held for sale
Bisposals

Al 31 March 2012

Cost or deemed cost

At 1 Apnl 2012

Additions at cost

Transfer from assets held for sale

Disposals

At 31 March 2013

Accurmulated depreciation

At 1 Apnl 2011

Charge for the year

Transfer o assets held for sale
Transfer to investment property
Transfer

Impairment

Disposals

At 31 March 2012

Accumulated deprecration

At 1 Apnt 2012

Charge for the year

Transfer from assels held for sale
Impaiment

Disposals

At 31 March 2013
Net book amount

At 31 March 2013
At 31 March 2012

At 31 March 2011

Caffyns plc

Freehold {easehold Fixtures &
property property fithngs
£'000 £'000 £000
27,113 460 5,156
2,146 44 259
- - (5)
(539} - -
(1,984) - (815)
26,736 504 4,595
26,736 504 4,595
2,703 550 325
2,571 - -
{588) (79) (974}
31,422 975 3,946
2,186 270 4,026
323 55 343
(63) - -
@ - -
- - )
- 27 72
(187) - (743
2.255 352 3,694
2,255 352 3,694
316 4 309
218 - -
41 94 -
(68) (83) (924)
2,762 404 3,079
28,660 571 867
24,481 152 901
24,927 190 1,130

Plant &
machinery
£'000

5,806
254

(912

5,153

5,153
92

(351)

4,894

4,320
269

75

650)

4,018

4,018
246

(345)

3,919

975

1,135

1,486

Total
£'000

38,535
2,703

(539)

(3.711)

36,988

36,988
3,670
2,571

(1,892

41,237

10,802
980
{63)

4

174

(1,580)

10,318

10,319
912
218
135

{1,420)

10,164

31,073

26,669

27,733




11. Property, plant and equipment (continued}

Short-term teasehold property compnsed £571,000 at net book value at the balance sheet date (2012 £152,000) n both the
Company and the Group Following the exercise of a break clause in a short term lease as at 17 Apnl 2013, an impairment charge
against the cost of leasehald Improvements amounting to £94,000 was made 1n the year

The impairment charge Is In respect of certain assets at a dealership trading from leasehold prermises The Group's approach to
impairment testing, which 1s also relevant 1o property, plant and equipment, 1s set out In note 10

The depreciation charge n respect of property, plant and equisment 1s recognised within administration expenses within the Income
Statement

Additions to freehold property includes interest capitalised of £13,000 (2012 £43,000) {(see note 5)

Future capital expenditure which has been contracted for but not yet provided in the financial statements was £265,000 (2012 £nil)
Valuations

The freehold properties were revalued externally at 31 March 1995 by Lambert Smith Hampton, Chartered Surveyors, at open market
value for existing use (which the directors are satisfied 1s close to the then far value) Freehold properties acquired since

that date and the other assets listed above are stated at cost in accordance with IAS 16

Freehold property s inciuded as follows

Group and Company

2013 2012
£'000 £'000
Valuation — March 1995, less depreciation 4,773 4,828
At cost, less depreciation 23,887 19,653
Deemed cost, less depreciation at the year end 28,660 24,481
At histonc cost (including property qualifying as non-current asset held for resale) 29,080 25,271

The Company valued its portfolio of freehold premises as at 31 March 2012 but excluding four sites which were either for sale or
lethng as at that date The valuation was carned out by CBRE Limited, Chartered Surveyors, on the basis of existing use value
Excluding the three properties which the Company had offered for sale, the excess of the valuation over net book value as at

31 March 2013 was £4 6m In accordance with the Company’s accounting policies, this surplus has not been incorporated into the
accounts

Depreciation 1s being charged on the value of freehold buildings of £15,993,000 (2012 £16,165,000) The balance relates to freehold
land, which 1s not depreciated

Non-current assets classified as held for sale
The Group holds one freehold property which 1s classified as held for sale This property has been sold dunng the coming financial
year and I1s referred to In the Operational Business Review

Property, plant and equipment held for sale at 31 March 2013 with a net book value of £446,000 fulfilled the conditions to be
reclassified as non-current assets held for sale (2012 £3,180,000) A total of £2,353,000 was returned to property, plant and

equipment where the conditions required to be an asset held for sale were not met

Properties held for sale are carned in the financial statemenis at the lower of therr carrying amount on being classified as held for sale
and farr value less costs to sell An impaiment charge of £43,000 was charged in the year {see note 5)
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Investment property

2013 2012
Group & Company £000 £'000
Cost
At 31 March 2012 608 608
Accumulated depreciation (80) {76}

At 31 March 2013 528 532

There were no direct costs incurred on this property dunng the year (2012 £nil} The property 15 a motor dealership and its farr value s
estimated by the directors at £750 000 based on option agreement with the tenant

Investments in subsidary undertakings

The Company owns the whole of the 1ssued ordinary share capnal of Caffyns Wassex Limited, Caffyns Properties Limited and
Fasthaven Umited all of which are now dormant The amount at which the investments are stated 1s equivalent to the net assets of
the subsidianes Al subsidiary undertakings are registered in England and Wales

Company
£'000

Cost
At 31 March 2013 and at 31 March 2012 476
Prowvision
At 31 March 2013 and at 31 March 2012 226
Net book amounts
At 31 March 2013 and at 31 March 2012 250
Inventones

2013 2012

£'000 £'000
Group and Company
Vehicles 15,829 16,164
Vehicles on consignment 9,016 8,596
Qil, spare parts and matenals 797 951
Work In progress 8 11

25,650 25,722

Inventories recognised as an expense dunng the year 144,515 147,650
Inventores stated at far value less costs to sell 678 836
Carrying value of iInventones subject to retention of titte clauses 15,795 15,489

All vehicle stocks held under consignment stocking agreements are deemed to be assets of the Group and are included on the
balance sheet from the pont of consignment The comesponding habilities to the manufacturers are meluded withun trade and other
payables Stocks are held on consignment for a maximum consignment penod of 365 days Interest is payable in certan cases for
part of the consignment penod, at vanous rates linked to the Finance House Base Rate

Curning the year £70,000 was recognised in respect of the wnte down of vehicle parts inventories due to general obsolescence
{2012 £88,000}
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15. Trade and other receivables

Group and Company
Trade receivables

Allowance for doubtful debts

QOther recevables

All amourts are due within one year

5,064
1,110

2013
£'000

5,008
(34)

6,174

The Group makes an imparment prowvision for all debts that are considered unlikely to be collected At 31 March 2013 trade

receivables are shown net of an allowance for imparment of £34,000 (2012 £22,000) The wnte back recognised dunng the year was

£13,000 (2012 charge of £17,000)

Trade receivables have been classified as loans and recevables under 1AS 39

The ageing of trade recevables at the reporting date was
Not past due

Past due 0-30 days

Past due 31-120 days

The movement in the allowance for impaiment dunng the year was
Balance at 1 Apni

Net impairment recogrised

Utiisation

Balance at 31 March

All amounts are due within one year

Credit nsk

n

2013
£'000

4,795
223

5,064

2013
£'000

13

2012
£'000

5,521
(22)

5,499
1,213

6,712

2012
£'000

5,253
197
49

5,499

2012
£'000

60
an

(21)

22

The Company's principal iinancial assets are bank balances and cash, trade receivables, which represent the Company’s maximum

exposure to credit nsk in relabon to financial assets

The Company's credit nsk s prmanly attnbutable to ds trade recevables which are ail due on presentation of the invoice The
amounts presented in the balance sheet are net of allowances for doubtiul recevables, estimated by the Company's management
based on pnor expenence and therr assessment of the current economic environment Consequently the directors consider that the

carrying amount of trade and other recervables approxumates their fair value
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15. Trade and other receivables (continued)

Before granting any new customer credit terms the Group uses external credit agencies to assess the new customer's credit quality
and defines credit imits by customer These credit imits and credd worthiness are regularly revewed The concentration of credd nsk
15 imited due to the customer base being large and unrelated The Group has no customer that represents more than $% of the total

balance of trade receivables

16. Interest beanng loans and borrowings
Group and Company

2013
Current habilities £'000
Secured bank overdrafts 3,500
Non-current habilities
Secured bank loans 7,500

Note 17 sets out the matunty profile of non-current liabilities

2012
£'000
1,219

7,500

The directors estimate that there 1s no matenal difference between the far value of the Company’s bormrowings and their book value

The loan and overdraft faciities provided to the Company of £18 Om {2012 £18 Om) are secured by a general debenture and fixed

charges over centan freehold properties

17 Financial instruments

The Group utiises financial Instruments such as bank loans and overdrafis and new and used vehicle stocking loans in order 10
finance its operations and to manage the interest rate and kquidity nsks that anise from these operations and from its scurces of

finance The disclosures below apply to the Group and the Company unless otherwise noted

50

2013
Carrying
value & farr
value
Group Classification £'000
Farr value of financial assets and liabilities
Pnmary financal instruments held or issued to
finance the Group's operations
Long term borrowings {note 16) Financial iablity measured at amortised cost {7.,500)
Short-term borrowings (note 16) Financial hability measured at amortised cost {3,500)
Trade and other payables (note 18) Financial iability measured at amortised cost {26,814)
Trade and other receivables (nole 15) Loans and receivables 8,174
Cash and cash equivalents Loans and recevables 1,159
Preference share capital (note 22) Financial habilities at amortised cost (1,237)
The amounts noted in the above table are the
same for the Company apart from
Trade and other payables (note 18) Financial iabilty measured at amortised cost (R7,064)
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2012

Carrying
value & far

vatue
£000

(7,500)
(1,219)
{25,500)
6,712
22
(1,237)

(25.750)




17. Fmancial instruments (continued)
Financial nsk management
The Group 1s exposed to the following nsks from is use of financial Instruments

. Funding and liguidity nsk — the nsk that the Group will not be able to meet its obligations as they fall due

*  Credit nsk — the nsk of financial loss to the Group on the failure of a customer or counterparty to meet its obhgations as they fall
due

. Market nsk - the nsk that changes in market pnces such as interest rates have on the Group's financial performance

Due to the continued difficult economic environment, the Group maintained sts focus on managing credit and liguidity nsk by
partrcularty focusing on working capital management The Group’s quantitative exposure to these nsks Is explained throughout these
financial statements whilst the Group's objectives and management of these risks 1s set out below

Capital management

The Board's policy 1s to maintan a strong capital base to mantain market confidence and safeguard the Group's ability to continue
as a going concern whilst maximising the return on capital to the Group's shareholders The Group monitors its capital through
closely monitonng and reviewing its cash flows In order to maintain or adjust the capital structure, the Group may adjust the amount
of dividends paid tc holders of Ordinary Shares, return capital to shareholders, 1ssue new shares or sell assets to reduce debt The
Group's net debt/equity ratio was 64% at 31 March 2013 (2012 43%) Capital requrernents imposed externally by the Group's
bankers are that bank borrowings shaould not exceed B0% of the current value of the Group’s freehold properties which are subject to
a fixed charge The underlying pre-tax return on equity for the year was 8 0% (2012 as restated 2 8%)

The Group has occasionally repurchased s own shares in the market and cancelled them in order to promate growth in earmings per
share There s no predetermined plan for dong this although the Group has permission from shareholders to buy back up to 15% of

its equity at any one time  The Group may also purchase its own shares in order 1o satisfy share incentives 1ssued to employees of the
Group and these shares are then held as treasury shares

Treasury pohcy and procedures
The Company’s activities expose It pnmanly to the financial nsks of changes in Interest rates There are no fixed rate borrowings other
than preference shares

Funding and hquidity management

The Group finances its operations through a mixture of retained profits and bomrowings from banks, vehicle stocking credit inas and
operating cash flow The Group's policy 1s to mantan a balance between committed and uncommitted facilities and between term
loans and overdrafts Faciities are maintaned at levels in excess of planned requirements and at 31 March 2013 the Group had
undrawn floating rate borowing facilities of £8 2m (2012 £9 3m) represented by overdralts which would be repayable on demand

Interest rate management

The objeciive of the Group’s mterest rate policy 1s to mimimise interest costs while protecting the Group from adverse movements in
interest rates Borrowings at variable rates expose the Group to cash-flow interest rate risk whereas borrowings at fixed rates expose
the Group to far value inferest rate nsk The Company does not currently hedge any interest rate nsk

Interest rate nsk sensibvity analysis

As all of the Group's borrowings and vehicle stocking credit lines are floating rate instruments, they therefore have a sensitmty to
changes in market rates of inlerest The effect of a 100 basis poinis change In Interest rates for floating rate mstruments outstanding
at the penod end on the assumption that the instruments at the penod end were ocutstanding for the entre penod, would change
nterest charges by £88,000 (2012 £87.000) before tax retief
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17. Financial instruments (continued)
Credit nsk management
The Group's recenvables are all denominated in stering The Group 1s exposed to crecht nsk pnmanty in respect of its trade recevables
and financial assets Trade recevables are stated net of provision for estimated impamment losses Exposure to credit nsk in respect
of trade recevables 1s migated by the Group’s policy of only granting credit to certain customers after an appropnate evaluation
of credit nsk Credit nsk anses in respect of amounts due from manufacturers in relation to bonuses and warranty recevables This
nsks mitigated by the range of manufacturers dealt with, the Group's procedures in effecting umely colfeclion of amounts due and
management's belief that it does not expect any manufacturer to faif to meet its obligations Finance assets comprise cash balances
The counterparties are major banks and management does not expect any counterparty to fal to meet its obligations The maximum
exposure to credit nsk is represented by the carmying amount of the financial asset in the balance sheet

These objectives, policies and sirategies are consistent with those applied in the previous year

Cash and cash equivalents

Carrying value Carrying value
& fair value & far value
2013 2012
£'000 £'000
Bank balances and cash equivalents 1,159 22

Borrowings

All borrowings are denominated in stering The effective interest rates for all borrowings are based on bank base rates Information
regarging classification of balances and interest and the range of interest rates applied in the year to 31 March 2013 1s set out in the
following table

Carrying value &

fair value Interest  Interest rate
£000 Classification  classification range
Current within one year or on demand
Bank borrowings 3,500 Amortised cost Floating Base + 2 75%
Carrying value Interest  Interest rate
£'000 Classification  classification range
Not repayabie within one year
LIBOR +
Bank borrowings 7,500 Arnortised cost Floating 275%
Preference share capual 1,237 Amortised cost Fixed 6 5% to 10 0%
The matunty of non-current borrowings is as follows
2013 2012
£°000 £'000
Between one and two years - -
Between two and five years 7,500 7.500
Qver five years 1,237 1,237
8,737 8,737
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Financial instruments (continued)

Matunties include amounts drawn under revehang credit facihities which are contractually repayable generally on a three months

basis but which may be redrawn at the Group’s option The matunties above therefore represent the final repaymenit dates for these
faciities as at 31 March If the amounts drawn at the year-end were redrawn at the Group's usual practice of three monthly drawings,
the total cash outflows assuming interest rates remain at the same rates as at the year end, are estimated on an undiscounted basis
as follows

2013 2012
£'000 £'000
Within 6 months 122 156
6-12 manths 122 156
2-3 years 7,785 8,201

Contractual cash flows 8,029 8,513

The Group has a revohang credit facility of £7 5m expiring in May 2015 It also has £10 5m of overdraft faciities and these facilities are
normalfty renewed annually Of these facilities, £7 Om was renewed in Apnl 2013 and the directors consider that the balance of £3 5m
will be renewed in August 2013 The loan carnes a rate of Interest of 2 75% above LIBOR and the overdrafis are at a rate of interest
of 2 76% above bank base rate

The faciities are subject 10 covenants tested half yearly with respect to debt/ireshold property and interest cover No reduction in
facilities 1s expected to apply consequent to the trading resuits for the year ended 31 March 2013 The Group has granted secunty
by way of a general debenture over its assets and a fixed charge over certain freehold properties The balance sheet value of those
assets at 31 March 2013 was £51 4m (2012 £50 3m) The ongoing costs associated with the bank facilities are included in finance
expense (see note 5)

The preference shares i 1ssue do not have a maturity date as they are non-redeemable

Trade and other payables

2013 2012

£'000 £'000
Trade payables 10,855 11,428
Obhigations relating to consignment stock 9,016 8,596
Manufacturer funding 3,742 4,096
Social secunty and other taxes 394 1,001
Preference dividends payable - 51
Accruals 1,613 1,284
Other creditors a8 45
Group total 25,658 26,501
Amounts owed to Group undertakings 250 250

Company total 25,908 26.751

Trade and other payables pnncipally compnse amounts outstanding for trade purchases and ongoing costs The average credit
penod taken for trade purchases 1s 22 days (2012 22 days)

The directors consider that the carrying amount of trade payables approximates to therr fair value

The obligations relating to consignment stock are all secured on the assets to which they relate From a nsk perspective, our funding
18 spiit between manufacturers through ther related finance arms and that funded by ourseives through bank bomowings

Financing for used car stock other than through bank borrowings 1s shown above as manufacturer funding
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Share-based payments
SAYE scheme

Nurmber at Number at

31 March 31 March

Year of grant Exercise pnce  Exercise date 2012 Exercised Lapsed 2013
2010 £3 50 2013 124,373 774 - 123,599

The farr value of the 2010 grants made under the SAYE scheme 1s charged to the income statement over the vesting penod based on

the valuation denved from an adjusted Black-Scholes model The value was calculated as £4 38 on ihe date of grant The sigmificant
nputs to the valuation were the mid market share pnce on the day of the grant of £4 38, the exercise price £3 50, the expected life of
the options of three years, the volatility of the share price at 29% (based on histoncal share pnce data) and the nsk free rate of return
{assumed to be the rate for a bond of similar duration and value) As dwdends are payable over the vesting penod a dwdend yield of
3% 1s used

The total expense included within operating profit refating to the share-based payments for the year was £24,000 (2012 £24,000),
with an associated tax credit to the Income Statement and Equity n 2013 of £5,000 and £1,000 respectively (2012 £5,000
and £1,000)

Retirement benefit scheme

Group and Company

Descnption of scheme

The Company operated a pension scheme, the Caffyns Pension Scheme {"CPS"), providing benefits based on final pensionable pay
until 31 March 2006

With effect from 1 April 2006, the scheme closed to new entrants and all members n the final salary section were transferred to
the career average section for fulure service and certain benefits were reduced Depending upon the proportion of pensionable pay
purchased, the Company contnbution rates varied between 4% and 15% The scheme closed to future accrual with effect from

1 Aprl 2010

The assets of the CPS, admmnistered by trustees, are held separately from those of the Company The contributions are determined
by a qualfied actuary on the basis of tnenniat valuations using the projected unit method The most recent valuation was at
31 March 2011

Results of most recent actuanal valuation

The assumptions which have the most significant effect on the results of the valuation are those relating 1o the rate of return on
investments and the rates of ncrease in salaries and pensions it was assumed that the long-term investment returns would be

6 56% per annurn, that there would be no salary increases following closure of the scheme to future accrual, and that present and
future pensions would increase at the rate of 3 30% per annum for penston accrued before 1 Apnl 2006 and 2 40% thereafter The
last actuanal valuation as at 31 March 2011 showed that the market value of the CPS assets was £70 Om and that the actuanal
value of those assets represented 83% of the value of the benelits that had accrued fo employees at that date The deficit ansing of
£14 4m compared to a deficit of £5 5m under IAS 19 at 31 March 2011 and 1s due to different assumptions being adopted for the
trennial valuation

Costs and habiities of the scheme are based on actuanal valuations The latest full actuanal valuations camied out at 31 March 2011

were updated to 31 March 2013 by Towers Watson, qualified independent actuanes, for the requirements of IAS 19 Detalls are as
follows
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20 Retirement benefit scheme (continued)
IAS 19 assumptions
The principal assumptions used by the independent qualified actuanes for the purposes of IAS 19 were

2013 2012
% %

Rate of increase for pensions m payment
Pension accrued before 1 Apnl 2006 320 300
Pension accrued after 1 Apnl 2006 220 210
Discount rate 430 510
Inflation 330 310
Expected return on scheme assets 566 628

Rate of increase for defered pensioners 330 310

The discount rate adopted 1s based upon the yields on high qualty corporate bonds of appropnate duration

The sensitmties regarding the pnncipal assumptions used to measure scheme liabilities are set out below

Assumption Change in assumption Impact on scheme habilities
Discount rate Increase/decrease by 0 1% Decrease/increase by £1 Om to £1 5m
Rate of inflation Increase/decrease by 0 1% Decrease/increase by £1 Om to £1 5m

The expected long-term rates of return on the main asset classes were

Expected

return Far value of assets
2012 2013 2012
% £000 £'000
Equity instruments 74 39,899 35,836
Bonds 42 6,922 6,897
Gilts 30 29,451 27,710
Property 58 1,979 2,300

63 78,251 72,743

The overall expected return on assets previously reflecied the directors’ long-term view of fulure retumns taking nto account market
conditions at the year end and asset allocation of the scheme As a result of the introduction of IAS 19 (2011), the expected return
on asseis s to be based on the discount rate noted above of 4 3% and not the return on the underiyng portfolio of INvestments
Consequently, the charge to the Income Statement for the year ending 31 Marech 2014 1s expected to be approximately £600,000
(2013 credit £67,000)

Equity instruments include shares m Caffyns plc, which are detalled in note 22
The assumptions used by the actuary are the best estimates based on market conditions chosen from a range of possible actuanal

assumptions which, due to the timescale covered, may not necessanly be borne out in practice The IAS assumptions have been
updated at 31 March 2013 and differ from those used for the earlier ndependent statutory actuanal valuation explaned above
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20 Retirement benefit scheme (continued)
Mortality assumptions
Life expectancy at age 65 {in years)

2013 2013 2012 2012
Male Female Male Female
Member currently aged 65 226 243 226 242
Member currently aged 45 240 258 240 257

The fair value aof the scheme's assets, which are not intended to be realised in the short-term and may be subject to significant
change before they are realised, and the value of the scheme’s labilities, which 1s denved from cash flow projections over long penods
and thus inherently uncertain, are

Scheme assets and habibities

2013 2012 2011 2010 2009

£000 £'000 £'000 £'000 £'000
Fair value of scheme assets 78,251 72,743 69,954 69,038 54,861
Present value of defined benefit obligations {91,892) (79,003) (75,435) {75,396) {58,576)
Liability recognised in the batance sheet {13,641} (6.260) (5,481) (6,358) (3,715}

A liability 1s included in the balance sheet under non-current habilities An asset 1s ncluded In the balance sheet as the scheme rules
enlile the Company to offset a scheme asset aganst fulure funding

Analysis of the movement in the net hability for defined benefit obligations recognised in the balance sheet

2013 2012

£'000 £'000

At 1 Apnl {6,260) {5.481)

Expense recognised in the ncome statement 87 215

Contributions receved 395 202

Net actuanal iosses recognised in other comprehensive Income (7,843) (1,196)

At 31 March (13,64%) (6,260
Total expense recognised in Income statement

2013 2012

£'000 £'000

Interest cost 3,925 4,047

Expected return on scheme assets (4,012) (4,284)

Interest — net (see note 6) 87n {237)

Current service coslt 20 22

67 (215
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20 Retirement benefit scheme (continued)
Cumulative actuanal gains and losses in other comprehensive income

2013 2012
£'000 £'000
At 1 Apnl {5,485) (4,289)
Net actuanal losses recognised in the year {7,843} {1,196)
At 31 March {13,328) {5,485)
Amounts recognised In the statement of comprehensive income
2013 2012
£000 £'000
Difference between actual and expected return on scheme assets 5,208 2,047
Changes in assumptions underlying the present value of scheme obligations {13,051) {3.243)
(7,843) {1,196)
Changes in the present value of defined benefit obligation
2013 2012
£°000 £'000
At 1 Apnl 79,003 75,435
Service cost 20 22
Interest cost 3,925 4,047
Actuanal gains 13,051 3,243
Benelits pad (4,107) (3.744)
At 31 March 91,892 79.003
Movement in the fair value of scheme assets
2013 2012
£000 £'000
At 1 Apni 72,743 659,954
Expecled return on scheme assets 4,012 4,284
Actuanal gains 5,208 2,047
Contributions from the Company 395 202
Benefits paid {4,107 (3,744)

Al 31 March 78,251 72,743

The actual return on scheme assets was a gain of £9,220,000 (2012 gan of £6,331,000)

The best estimate of contributions payable by the Group in the year ending 31 March 2014 1s £346,000
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20 Retirement benefit scheme (continued)
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History of expenence adjustments

Expenence adjustments on scheme liabilities

Amount
Percentage of scheme liabilibes

Expenence adjustments on scheme assets

Amount

Percentage of scheme assets

Deferred tax
Group and Company

2013 2012 2011 2010 2009
£'000 £'000 £'000 £'000 £'000
- 2,643 - - (4.107)
- 33% - - {7 0%)
(5,208) (2,047) (38g) (13,213) 20,033
(6 7%) (2 %) (0 6%) (19 1%) 36 6%

The followang are the major deferred tax {labiities) and assets recognised by the Company and movements thereon dunng the current

and prior reporting period

At 1 Apnl 2011

Adjustment due to change in rate of
corporation tax

{Charge)credi 10 ncome

Pnor year adjustments

Recogrised n other comprehensive
ncome

At 31 March 2012

At 1 Apnt 2012

Adjustment due to change in rate of
corporation tax

{Charge)/credit to income

Recogrised in other comprehensive
ncome

At 31 March 2013

Caffyns plc

Accelerated Unrealised Retirement Short-term
tax capital benefit temporary Recoverable

depreciation gains obligations Losses differences ACT Total
£'000 £'000 £000 £'000 £'000 £'000 £'000
(1,372) {1,495) 1,425 206 23 1,138 (75)

108 105 (110} {16) (1) - 86
(29} (100) {99) - 1 - (227)

{25) 135 - )] - - 101

- - 287 - - - 287

{1,318) {1,355) 1.503 181 23 1,138 172
(1,318) {1,355) 1,503 181 23 1,138 172

56 57 (63) ®) - - 42
(38) (248) (107) 113 5 - (275

- - 1,804 - - - 1,804

(1,300) {1,54§6) 3,137 286 28 1,138 1,743




21. Deferred tax (continued)

Deferred income tax assets and liabilities are offset when there 1s a legally enforceable rnight to offset current tax assets against current
tax habilities and 1t 1s considered that this requirement 1s fulfiled The offset amounts are as follows

2013 2012

£'000 £'000
Deferred tax labilites (2,846) (2,673)
Deferred tax assets 4,589 2,845

1,743 172

The unrealised capital gains includes deferred tax on gans recognised on revaluing the land and buldings in 1995 and where
potentially taxable gains ansing from the sale of properties have been olled over into replacement assets Such tax would become
payable only if such properties were sold without it being possible to clam roflover relief

Taxable trading losses amounting to £1 2m (2012 £0 75m) are avaifable for use in future penods

Called up share capital

2013 2012

£'000 £'000
Authorised
500,000 6 5% Cumutative First Preference Shares of £1 each 500 500
1,250,000 10% Cumulative Preference Shares of ©1 each 1,250 1,250
3,000,000 6% Cumulative Second Preference Shares of 10p each 300 300
4,000,000 Ordinary Shares of 50p each 2,000 2,000

4,050 4,050
Allotted, called up and fully paid
389,000 6 5% Cumulative First Preference Shares of £1 each 389 389
648,000 10% Cumulative Preference Share of £1 each 648 548
2,000,000 6% Cumulative Second Preference Shares of 10p each 200 200
Total preference shares recognised as a financial lability {see note below) 1,237 1,237
2,879,298 (2012 2,879,298) Ordinary Shares of 50p each 1,439 1,439

2,676 2,676

There were no purchases of Ordinary Shares for holding as Treasury shares dunng the year (2012 24,360 shares costing £104,000)
Dunng the year 774 Ordinary Shares were issued from Treasury shares to employees who are entitled to take up therr allocation
having left the Company's employment and £3,000 was recewed At 31 March 2013, 111,745 Ordinary Shares were held as Treasury
shares at a cost of £520,000 Treasury shares represent shares in the Company which are held by the Company for the purpose of
fulfiling the requirerents of the Company’s SAYE scheme for ehgible employees The market value of these shares at 31 March 2013
was £503,000 Dnadend income from, and voting nghts on, the shares held by the Trust have been waved

The 6 5% Cumutative First Preference Shares and the 10% Cumulative Preference Shares have nights to a fixed dmdend and, in the
event of a winding-up, a preference to the Ordinary Shares for a capital repayment The shares do not have voting nghts unfess the

drvdend 1s more than six months in arrears

The 6% Cumulative Second Preference Shares have identical nghts 1o the other classes of preference shares except that they have
voling nghts along with the Ordinary Shares on the basis of one vole for each share held
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Although the Articles of Association of the Company give the directars discretion to only pay the preference dwidend if they consider
there are adequate profits, such divdends are cumulative For this reason, the directors consider that the preference shares have the
charactenstic of a financial labilty rather than equity and consequently the preference shares are included as a non-cument lability
None of the preference shares have nghts of conversion or nghts to capital repayment

Notes to the cash flow statement

2013 2012

£'000 £000
Profit betore taxation 1,522 1,456
Adjustment for net finance expense 830 856

2,352 2,312
Adjustments for
Depreciation of property, plant and equipment 916 990
Impairment of property, plant and eguipment 178 174
Change n retirement benefit obligations (375) (180)
Gain on disposal of property, plant and equipment (1,896) {2,198)
Share-based payments 24 24
Operating cash flows before movements n working capital 1,199 1,122
{Increase)/decrease N nveniones {26) 547
Dacrease/(increase) In receivables 546 {940)
Decrease in payables (843} (1,678)
Cash generated by operatons 876 {949)
Income taxes - 4
Interest paid {917) (1,093)

Net cash denved from operating actmvities {41) {2,046}

Related parties

Directors

The remuneration of the directors, who are key management personnel of the Group, 1s set out below In aggregate for each of the
categones specified In 1AS 24 Relaled Party Disclosures Further information about the remuneration of individual directors 1s provided
in the audited part of the Directors' Remuneration Report on pages 23 to 24

2013 2012

£'000 £'000
Short-term employee benefits 755 797
Post employment benefits 3 14
Termination benefits 130 -
Pension to widow of former director 19 19
Employers’ Social Security 96 00

1,003 830
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Related parttes (continued)

The 2,000,000 6% Cumulative Second Preference Shares have full voting nghts along wath the Ordinary Shares These shares are
beneficially owned by Caffyn Family Holdings Lmited (*Hokdings™) Mr S G M Caffyn and Miss S J Caffyn are directors of Holdings The
whole of the ssued share capital of Holdings 1s held by close relatives of these directors Holdings controls direcity 41 0% of the voting
nghts of Caffyns pic The directors and shareholders of Holdings are also beneficial hoiders of 641,323 Ondinary Shares in Caffyns plc
representing a further 13 2% of the voting nghis i 1s therefore considered that the Caffyn family 1s the ulimate controlling party

Cirectors of the Company and their immediate relatrves control 2 6% of the 1ssued Ordinary Share capital of the Company Dividends
of £9,081 were pad to directors in the year

Caffyns Pension Fund
a} Detalls of contnbutions are disclosed in note 20
b) The Pension Fund held the following mvestments in the Company

Far value
2013 2012
£'000 £'000
Shares held
125,670 (2012 125,57G) Ordinary Shares of 50p each 534 408
12,862 (2012 12,862) 10% Cumulative Preference Shares of £1 each 13 12

547 420

¢) During the year to 31 March 2013 the Company pad management faes of £275,000 on behalf of the Pension Fund
(2012 £323,000) These costs comprnise the Pension Regulator’s levy, actuanal adwce and external admiristration fees

Operating leases
The Group as lessee
The total future minimum lease payments payable under non-cancellable operating leases which fall due as follows

Group and Company

2013 2012
Land and _and and
bulldings Other bulldings Cther
£'000 £'000 £'000 £'000
Within one year 369 9 502 9
In two to five years 1,478 9 1.706 17
Beyond five years 2,081 - 2,666 -

3,928 18 4,874 26

The total minimum lease payments for land and builldings are until the next break point in the lease All rentals are fixed unul erther the
termination of the lease, or In the case of land and bulldings, the next break point

The Group leases a number of properties, the majonty of which are motor vehucle showrooms with workshop and parts retail facilities,
with varying lease penods None of these leases include contingent rentals In addition, there are other leases in respect of tems of
plant and equipment

The Group as lessor

Property rental income earned dunng the year was £81,000 (2012 £199,000) No contingent rents were recogrised in income
(2012 Cnil)
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At the balance sheet date, there were contracts with lenants for the following lease payments

Group and Company

2013 2012
£'000 £'000

Within 1 year 278 92

Capital commitments
The Group and CGompany had capital commitments at 31 March 2013 of £265,000 (2012 £nif)

Contingent habilities and assets
The Group and Company had no contingent labiities at 31 March 2013 or 31 March 2012

VAT
Additional amounits may be receved from HM Revenue and Customs in respect of clams for overpayments in previous years These
claims are currenthy subject to legal appeals and will not be recogmsed unless they are agreed

Cntical accounting judgments and estimates when applying the Group’s accounting pohicies
Judgements and estimates are continually evaluated and are based on histoncal expenence and other factors, including expectations
of future events that are believed to be reasonable under the circumstances

Certan cntical accounting judgements and estimates in applying the Group's accounting policies are listed below

Retirement benefits obligation

The Group has a defined benefit pension plan The obligatons under this ptan are recogmised in the balance sheet and represent the
present value of the obligation calculated by independent actuanes, with input from management These actuanai valuations include
assumptions such as discount rates, return on assets and mortalty rates These assumptions vary from time to time according to
prevaling economi¢ conditions Details of assumptions used are provided in note 20 At 31 March 2013 the net lability ncluded in the
balance sheet was £13 64m (2012 £6 26m)

Impairment

The carrying value of geodwall and property, plant and equpment 1s testied annually for mpairment as descnbed in note 10 The cash
flow projections for each cash-generating unit where imparment s measured by reference to value in use are based upon actual and
short-term planned results which are then extrapolated using a pre-tax discourit rate of 5% As a result of this review the directors
consider it appropriate to impar the camying value of certain assets totafing £178,000 (2012 £174,000) {ses note 11)

Deferred tax

Deferred tax assets and labiities require management judgement in determining the amounts to be recognised in particular, judgement
15 used when assessing the extent 10 which deferred tax assets should be recognised with consideration given to the tming and level of
future faxable Income It has been assumed that there will be sufficient taxable income in future to absorb all unrelieved corporation tax
losses avalable to the Company At 31 March 2013 the net deferred tax asset included in the balance sheet was £1,625,000

(2012 £172,000)

Inventory valuation

Maotor vehicle iInventones are stated at the lower of cost and net realisable value (fair value less costis to sell) Far values are assessed
using reputable industry valuation data which 1s based upon recent industry activity and forecasts Whilst this data 1s deemed
representative of current values it 1s possible that ultimate sales values can vary from those apphed At 31 March 2013 the value of
vehicles included in the balance sheet was £15 83m {2012 £16 16m)
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Critical accounting judgments and estimates when applying the Group’s accounting policies (contimued)
Income tax

The actual tax on the Group's profit 1s determined according to complex laws and regulations Where the effect of these laws and
regulations 1s unclear, estmates are used In determining the hability for tax o be paid on past profits which are recogrused in the financial
statements The Group consders the estimates, assumptions and Judgements to be reasonable but this can Involve complex 1Issues
which may take a number of years to resolve  The final determination of pnor year tax labities could be different from the estmates
reflected n the financial statements The estimated tax charge for the year in the Income Statement 1s £233,000 (2012 £40,000)

Consignment inventones

Consignment vehicles are regarded as effectively under the contro! of the Groug and are included within inventones on the balance
sheet when the Group has substantially all of the sigrificant nsks and rewards of ownership even though legal title has not yet passed
The corresponding liabilty 1s included in trade and other payables At 31 March 2013 the value was £0 Om (2012 £8 6m)

Non-underlying items

In determining the most appropriate presentation format for the Company s Income Statement the directors have considerad

the requirements of IAS 1 (revised) to present additional line tems, heading and subtotals when such presentation 15 relevant to

an understanding of an entities performance  While the accounting policy adopted 1s set cut on page 35, alternative formats or
measurement critera are potentially avallable In the opimion of the directors it 1s appropriate that a dealership 1s regarded as non-
undertying from the date that the notice of the termination of its franchrse or closure 1s publically announced as it 1s from that point
that the nature of its business changes from that of an ongoing operation Revenues determined to fall within this critena in the year
ended 31 March 2013 were £12 Gm (2012 £15 8m) Total revenues relating to franchises which met the nen-underlying critenta
dunng the year amounted to £14 1m (2012 £24 3m)

VAT

The Group 1s In discussion with HM Revenue and Customs over clams which may give nse 1o addiional income being recognised in
future penods and, although this income may be significant, it 1s not possible at present to quantify them Accordingly, no amount has
been included in the financial statements N respect of these claims

Going concern

The directors assess the appropnateness of the going concern basis for the preparation of the financial statements In doing so they
consider the ability of the Group to trade within the financing facilites avalable to it The conclusion of this assessment 1S set out IN
the accounting policy “The basis of preparation and statement of complance” on page 34

Post balance sheet events
A final dvidend of 7 Op per share (2012 7 0p) has been recommended by the directors
An unconditicnal contract was exchanged on 16 May 2013 for 1he sale of a freehold site In Folkestone, heid as an asset for sale

at 31 March 2013, at a sale price of £495,000 Completion on the sale 1s due between 5 July 2013 and 15 August 2013 and the
consideration is payable in cash
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Income Statement

Revenue

Operating profit/{toss) before non-underlying tems
Non-underlying items

Finance costs

Finance income

Profit/(loss) before tax

Profit/{loss) after taxation

Basic earnings/{loss) per ordinary share

Adjusted earnings/(loss) per ordinary share
Dwdend per ordinary share payable in respect of the year

As restated

Balance sheet

Shareholders' funds

Bank borrowings {net)
Debt/shareholders’ funds {geanng)
Retrement benefit lability

Caflyns plc

2009 2010 2011 2012* 2013
£'000 £'000 £'000 £'000 £'000
158,653 189,426 201,467 170,192 164,965
(1.425) 2,152 2,311 1.625 2,110
(2,132) 118 (1,167) 687 242
(1,177} {1,300) (1,168} (1,093} 97)
314 - 292 237 87
(4,420) 970 268 1,456 1,522
{3,969) 1,107 218 1,416 1,289
(137 8p) 38 6p 77p 51 0p 46 6p
(59 8p) 357 41 4p 27 2p ar3p
40p 100p 120p 12 0p 120p
21,304 20.275 20,270 20,370 15,305
8,908 9,491 8,078 8,719 9,846
42% a7% 40% 43% 64%
3.715 6,358 5,481 6,260 13,641




Our Dealerships . . .

AUDI

Brighton Sussex 200 DykaRoad (01273) 553061
Easthourne Sussex Edward Road {01323) 525700
Worthung Sussex Broadwater Road 101903} 231111

JAGUAR AND DAIMLER
Lewes Sussex Brooks Road
01273) 473186

LAND ROVER
Lewes Sussex Brooks Road
(01273) 473186

SKODA
Ashford Kent Monument Way (01233} 504600
Tunbrdge Wells Kent North Farm Road (01892} 530430

SEAT
Tunbndge Wells Kent Lamberts Road {01892) 515700

VAUXHALL
Ashiord Kent Monument Way (01233} 504604
Tunbndge Wells Ken! Lamberts Road (01892) 515700

VOLKSWAGEN

Gomng-By Sea Sussex The Grescent 341 Gonng Road  {01903) 504440
Haywards Heath Sussex Stabon Garage Market Place 101444) 451514
Eastboune Sussex Hammonds Drive, (01323) 647141

Hove Sussex Victona Rood Portslade 101273} 425600

Voo PARTS CENTRES
Eastboune Sussex 46 Lottondge Drove (01323) 418300 Ashiord Kent Monument Way (01233} 5046141
Tunbndge Wels Kent Lamberis Road 01892) 515700

HEAD OFRCE
Eastboune Meads Road Sussex (01323) 730201




