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Independent Auditor’s Report
to the Members of Lookers plc

Report on the audit of the financial statements

Opinion:

+ The financial statements of Lookers plc (the ‘parent
company’) and its subsidiaries (the ‘Group’) give a true
and fair view of the state of the group’s and of the
parent company’s affairs as at 31 December 2018 and
of the group's profit for the year then ended;

¢ The group financial statements have been properly
prepared in accordance with International Financial
Reporting Standards {IFRSs} as adopted by the
European Union;

= The parent company financial statements have been
properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice, including
Financial Reporting Standard 101 “Reduced Disclosure
Framework; and

+ 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.

Basis for opinfon

We have audited the financial statements which comprise:

* The consolidated income statement;

» The consolidated statement of comprehensive income;

+ The consolidated and parent company staterent of
financial position;

» The consolidated and parent company statements of
changes in equity;

* The consolidated cash flow statement;

+ The principal accounting palicies;

* The related notes 1 to 26 1o the group financiat
statements; and

« The related notes to the parent company financial
statements.

The financial reporting framework that has been applied in
the preparation of the group financial statements is
applicable law and IFRSs as adopted by the European Union.
The financial reporting framework that has been applied in
the preparation of the parent company financial statements
is applicable law and United Kingdom Accounting Standards,
including FRS 101 "Reduced Disclosure Framewcerk” {United
Kingdam Generally Accepted Accounting Practice).

We conducted our audit in accordance with International Standards on Auditing (UK) (1SAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the suditor's responsibilities for the audit of the financial

statements section of our report.

We are independent of the group and the parent company in accordance with the ethical requirements that are relevant to
our audit of the financial stataments in the UK, including the Financial Reporting Council's {the ‘FRC's') Ethical Standard as
applied to listed public interest entities, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We confirm that the non-audit services prohibited by the FRC's Ethical Standard were not provided to the

group or the parent company.

We believe that the audit evidence we have obtained is sufficient and appropriate to grovide a basis for our opinion.

Summary of our audit approach

KE R e

The key audit matters that we identified in the current
year were:

» Valuation of goodwill and intangible assets;

» Inventory valuation and provisioning for used vehicles;
and

» Valuation of commercial income receivable

Within this report, all key audit matters are consistent with
the prior year.

Within this report, any new key audit matters are identified
with @ and any key audit matters which are the same as
the prior year are identified with §)

The materiality that we used for the group financial statements was £2.4 million which was determined on the basis of

5% of adjusted profit before tax.

Based en our scoping assessment, cur audit work

Group's revenue and 87% of the Group’s net assets.

cavered 87% of the Group's profit before tax, 83% of

uﬁere have been no significant changes in our approach in the year.
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Independent Auditor’s Report
to the Members of Lookers plc

Conclusions relating to going concern, principal risks and
viability statement

Going concern

We have reviewed the Directors' statement in [note a] to the
financial statements about whether they considered it
appropriate to adopt the going concern basis of accounting
in preparing them and their identffication of any materiaf
uncertainties to the group's and Company’s ability to
continue to do so over & period of at least twelve months
from the date of approval of the financial statements.

We considered as part of our risk assessment the nature of
the group, its business model and related risks including
where relevant the impact of Brexit, the requirements of the
applicahle financial reporting framework and the system of
internal control. We evaluated the Directors’ assessment of
the group's ability to continue as a going concern, including
challenging the underlying data and key assumptions used
o make the assessment, and evaluated the Directors’ plans
for future actions in relation to thefr going concern
assessment,

We are required 1o state whether we have anything material
to acdd or draw attention to in relation to that statement

required by Listing Rule 8.8.6R(3) and report if the statement

Is materially inconsistent with our knowledge obtained in the
audit.

We confirm that we hava nothing material to report, add
or draw attention to in respect of these matters.

Principal risks and viability statement

Based solely on reading the Directors’ statements and
considering whether they were consistent with the
knowledge we obtained in the course of the audit, including
the knowledge obtained in the evaluation of the Directors’
assessment of the group’s and the Company’s ability to
continue as a going concern, we are required to state
whether we have anything material to add or draw attention
to in relation to:

* The disclosures on pages 34 to 36 that describe the
principal risks and explain how they are being managed or
mitigated;

+ The Directors’ cenfirmation on page 43 that they have
carried out a rehust assessment of the principal risks
facing the group, including those that would threaten its
business model, future performance, solvency or liquidity;

or

* The Directors’ explanation on page 48 as to how they
have assessed the prospects of the group, over what
pericd they have done so and why they consider that
period to be appropriate, and their statement as to
whether they have a reasonable expectation that the
group will be able to continue in gperation and meet its
liahilities as they fall due over the period of their
assessment, including any related disciosures drawing
attention to any necessary qualifications or assumptions.

We confirm that we have nothing material fo report, add
or draw attention to in respect of these matters.

We are also required to report whether the Directors’
statement refating to the prospects of the group required by
Listing Rule 9.8.6R {3) is materially Incansistent with our
knowledge obtained in the audit.

Key audit matters

Key audit matters are those matters that, in our professional
judgement, were of most significance In our audit of the
financial statements of the current period and include the
most significant assessed risks of material misstatement
{whether or not dus to fraud) that we identified. These
matters included those which had the greatest effect on: the
overall audit strategy, the allocation of resources in the audit;
and diracting the efforts of the engagement team.

These matters were addressed in the context of cur audit of
the financial statements as & wholeg, and in forming our
opinion thereon, and we do not provide a separate opinion
on these matters.
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Independent Auditor’s Report
to the Members of Lookers plc
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Key audit matter description

The Group has goodwill and intangible assets of £230.8
million (2017: £221.2 million) which have arisen from a
number of acquisitions over several years. Where there are
low contribution dealerships then therg is a risk that
goodwill for the cash ganerating unit (“CGU") including
these dealerships may be impalired.

The Group's assessment of impairment in accordance with
1AS 26 "impairment of Assets” is a judgementa! process

which requires estimates concerning the estimated cash
flows, discount rates and growth rates based on
management’s view of future business prospects.

See eritical accounting judgements and key sources of
estimation uncertainty on page 84, disclosure on page
100 and the Audit and Risk Committee Repcrt on page
50.

How the scope of our audit responded to the key audit matter

We have:

+ Assessed the design and implementation of controls in
place in relation tc the impairment review and analysis
carried out for the Group;

+ Assessed the appropriateness of the cash generating
units identified including the allocation changes made
during the current year;

+ Assessed management’s considerations on which
specific assets/groups of assets give rise fo the most
concern in relation to impairment;

- Assessed the historical accuracy of forecasts prepared
by management, and the rationale for key inputs made
by management in the current year cash flow forecasts;

» Considered the IAS 36 requirements in respect of the
assumptions related fo growth and discount rates to
pinpolint areas of estimation uncertainty;

» Engaged our internal valuaticn specialists to review
the discount rates adopted;

+ Performed sensitivity analyses on key inputs into
managemeant’s impairment model, giving specific
consideration to the potential impact of Brexit;

« Assessed the clerical accuracy and the mechanics
behind management’s impairment model; and

» Challenged the adequacy and appropriateness of the
disclosures included within the financial statements.

Key observations

Key audit matters are those matters that, in our
professianal judgement, were of most significance in our
audit of the financial statements of the current period and
include the most significant assessed risks of material
misstatement {whether or not due fo fraud) that we
identified, These matiers included those which had the
greatest effect on: the overall audit strateqy, the allocation

of resources in the audi; and directing the efforts of
the engagement team.

These matters were addressed in the context of cur
audit of the financial statements as a whole, and in
forming cur opinion thereon, and we do not provide a
separate opinion on these matters,

Lookers ple Annual Report & Accounts 2018
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Independent Auditor’s Report
to the Members of Lookers plc
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Key audit matter description

There are a number of risks that can have a material
impact on the inventory balance, which totalled £1,028
million (2017: £984 million) at the year end. The kay audit
risk identified was the assessment of net realisable value
of inventory, specifically related to used vehicles, which
can fluctuate as a result of market factors and the
condition of vehicles. These factors lead to difficulty in
estimating the likely sale price of a vehicle and thus the
level of pravisioning required.

See crftical accounting judgements and key sources of
estimation uncertainty on page 84, disclosure on page

105 and the Audit and Risk Committee Report on page
50,

How the scope of our audit responded to the key audit

matter

We have:

« Assessed the design and implementation of the controls
in place around the valuation of used vehicle inventory
and idantification of provisioning requirements;

* Attended stock counts to assess identification of
obsolete stock;

* Considered the ageing of the inventory atross the
dlvisions;

+ Assessed the risk arcund net realisable value of used
vehicles by comparing the carrying value on a sample of
vehicles to third-party data, and also by reference to &
selection of post year-end sales;

« Assessed the historical accuragy of managemeant’s
estimate of provisions held by way of review of
utilisation of the prior year provision;

+ Looked at the consistancy of inventory provisioning
policy and assessed if any changes were mada by
management; and

+ Where specific provisions were not able to be directly
agreed to third-party evidence, we have assessed the
value attributed to the vehicle stack line,

Key observations

Based on the work performed, we consider the Group's
provisioning methodology to be prudent when compared
with historical levels of inventory write-offs. However, the

estimale on the potential overstatement of the provision is
not material to the financial position or the reparted
financial result in the year

{ methodclogy is consistently applied year-on-year and our

Financial Stataments
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Independent Auditor’s Report
to the Members of Lookers plc
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Key audit matter description

Commercial income arising fram volume related and
vehicle specific rebates derived from the Group's
manufecturer partners is significant to the overall resutt.

In the prior year the risk related to commercial income was

This is a result of the large number of differing agreements
in place which can lead to & level of interpretation being
required to assess whether recognition criteria has been
met at the year end. The amount of commercial income

pinpeinted to the recognition of the income throughout receivable at the 2018 year end was £39.1m {2017:
the year. In the current year, there has been a change in £41.0m).

focus and the key risk has been pinpointed to the

cemmercial income receivable held on the balance sheet See the Audit and Risk Cammittee Report on page 50.

at the year end, and the valuation of this balance.

How the scope of our audit responded to the key audit

matter

We have:

* Assessed the design and implementation of controls in recalculating a sample of commercial income
place over both the documentation of manufacturer receivables at the year end with referencs to
bonus arrangements and the related accounting manufacturer agreements to validate terms and the
treatment; volumes of vehicles sold;

« Assessed the completeness of manufacturer bonuses « Assessed the suppliers’ financlal stabllity and therefore
through assessing changes to the year end balance; their ability to settls the recelvable; and

* Performed a retrospective review of the recoverability of  « Reviewed tha againg of amounts due and evaluated
prior ysar commercial incoms receivable,; management’s judgements relating to the recoverability

* Reviewed post year end paymenis/credit notes to of any aged balances, including review of
validate subsequent recovery; correspondence with the manufacturer and

= Validated the Integrity of the recorded date, through consideration of the need for any provision,

Key observations
Based on the work performed, we are satisfied with the
valuation of the commercial income receivable at year end.

Our application of materiality

We define materiality as the magnitude of misstaternent in pianning the scope of cur audit work and in evaluating the
the financial statements that makes it probable that the results of our work,

economic decisions of a reasonably knowledgeable person Based on our professional judgement, we determined

would be changed or influenced. We use materiality both in -~ materiality for the financial statements as a whole as follows:

T E A ERl s LA EMIGITR

£2.4 million (2017: £2.8 million) £1.9 milfion (2017: £2.3 million)

5% of adjusted profit before tax. Profit before Parent company materiality equates to 3%
tax has been adjusted by removing the effect of | of net assets, which is capped at 80% of
one off items in the year, which is consistent with | group materiality, which is consistent with
the previous year. These one off items are the the previous year.
property sale and leaseback gain (£7.7m credit
as per note 2} and the GMP equalisation
pension charge (£3.4m debit as per note 21),

Adjusted profit before tax has been used to take | Net assets have been used as the most
account of the one off items that do not reflective measure of value within the entity
accurately reflect the underlying trade of the when determining materiality.

business. This is a key performance measure for
the Group and receives significant focus from
shareholders and analysts,

Lookers ple Annual Report & Accounts 2018
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Independent Auditor’s Report
to the Members of Lookers plc

- Group
materiality
£24m -

. Auditand Risk = °
- Committeé
I reportirig threshold |

| £04m

® PBT
~ Group materiality

An overview of the scope of our audit

Our Group audit was scoped by obtaining an understanding
of the Group and its environment, including group-wide
controls and essessing the risks of material misstatement at
the group level,

We agreed with the Audit and
Risk Committee that we would
report to the Committee all
audit differences in excess of
£0.1 million {2017 £0.1 million),
as well as differences below
that threshold that, in our view,
warranted reporting on
qualitetive grounds. We also
report to the Audit and Risk
Committes on disclosure
matters that we identified when
assessing the overall
presentation of the financial
statements,

Components were selected to provide an appropriate basls
for undertaking audit work to address the risks of material
misstaternent as identified above.

Our audit work at the 17 sites were executed at materiality

Based on that assessment we focussed cur group audit
scope primarily on the audit work at 17 sites (2017 21) which
ara primarily regional accounting centres in full audit scope.
The decrease in sites from the prior year is primarity due to
the hive-up of certain divisions into cther divisions to drive
carporate simplification. These sites represent tha principat
business units and account for 83% (2017: 86%) of the
group's revenue, 87% (2017: 93%) of the group's profit before
tax and 86% (2017 879%%) of the group’s total net assets.

7%

Profit
before

© Full audit scope © Full audit scope

Review at group leval Review at group leve

applicable to each individual component which were lower
than group materiality and ranged from £0.1 million to £1.9
million {(2017: £0.1 million to £1.7 million). All locations in
scope were audited directly by the Group audit team.

At the parent entity we also tested the consolidation process
and carried aut analytical procedures o confirm our
conclusion that there were no significant risks of material
misstatement of the aggregated financial information of the
remaining components not subject to audit.

13%

assets

@ Full audit scope

Review at group level
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Independent Auditor’s Report
to the Members of Lookers plc

Other information

The Directors are responsible for the other information. The
other information comprisas the information included in the
annual report, other than the financial statements and our
auditor's report therecn,

Our opinion on the financial statements does not cover the
other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of
assurance conclusion thereon,

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing
s0, consider whether the other information is materially
inconsistent with the financial statements or cur knewledge
obtained in the audit or otherwise appears o be materially
misstated,

If we identify such material inconsistencies or apparent
material misstatements, we are raquired fo determine
whether there is a material misstatement in the financial
staternents or a material misstatement of the other
information. If, based on the work we have performed, we
conclude that there is a material misstatement of this other
information, we are reqguired to report that fact.

In this context, matters that we are specifically required to
report to you as uncorrected material misstatements of the
other informatien include where we conclude that:

» Fair, balanced and understandable - the statement given
by the Directers that they constdar the Annual Report &
financial statements taken as a whole is fair, balanced and
understandable and provides the information necessary
for shareholders to assess the group’s position and
performance, business model and strategy, is materially
inconsistent with our knowledge cobtained in the audit; or

+ Audit committee reporting — the section describing the
work of the audit committee does net appropriately
address matters communicated by us to the audit
committeg; or

« Dirgctors' statement of compliance with the UK Corporate
Governance Code — the parts of the Directors’ statement
required under the Listing Rules relating to the Company's
compliance with the UK Corporate Governance Code
containing provisions specified for review by the auditer in
accordance with Listing Rule 8.8.10R(2) do not properly
disclose a departure from a relevant provision of the UK
Corporate Governance Code.

We have nothing to reportin respect of these matters.

Respaonsibilities of Directors

As explained more fully in the Directors’ responsibilities
statement, the Directors are responsiole for the preparation
of the financial statements and for being satisfied that they
give a true and fair view, and for such internal control as the
Directors determine Is necessary to enable the preparation
of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financlal statements, the Directors are
responsibie for assessing the group’s and the parent
Company’s ability fo continue as a going concern, disclosing
as applicable, matters related to going concern and using the

going concern basis of accounting unless the Directors either
intend to liguidate the group or the parent company or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial
statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, ang to
issue an auditor's report that includes our opinion.

Reasonable assurance is a high leve! of assurance, butis nota
guarantee that an audit conducted in accordance with ISAs
{(UK) wil} always detect a material misstatement when it exists.
Misstatements can arise fram fraud or error and are considered
material if, individually or in the aggregate, they couid
reasonably be expected 1o influence the economic degisions of
users taken on the basis of these financial statements.

Details of the extent fo which the audit was considered capable
of detecting irregularities, including fraud are set out below.

Aturther description of our responsibitities for the audit of
the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor's report,

Extent to which the audit was considered capable of
detecting irregularities, including fraud

We identify and assess the risks of material misstatement of
the financial statements, whether due to fraud or error, and
then design and perform audft procadures responsive to
those risks, including obtaining audTt evidence that is
sufficient and appropriate to provide a basis for our opinion.

Identifying and assessing potential risks related to

irregularities

In identifying and assessing risks of material misstatemant in

respect of irregufarities, including fraud and nen-compliance

with laws and regulations, our procedures included the
following:

+ Enquiring of management, internal audit and the audit
committee, including obtaining and reviewing supporting
documentation, concerning the group’s policies and
procedures relating to:

Identifying, evaluating and complying with laws and
regulations and whether they were aware of any
instances of non-compliance;

¢ Detecting and respending 1o the risks of fraud and
whether they have knowledge of any actual,
suspected or alleged fraud;

o The internal controls established to mitigate risks
related to fraud or non-compliance with laws and
regulations;

= Discussing among the engagement team, and involving
relevant internal specialists, inciuding tax, valuations,
pensions and IT, specialists regarding how and whera
fraud might occur in the financial statements and any
potential indicators of fraud. As part of this discussion, we
identified potential for fraud in the following area:
valuation of commercial income receivable; and

Lookers plc Annual Report & Accounts 2018
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Independent Auditor’s Report
to the Members of Lookers plc

» QObtaining an understanding of the legal and regulatory
frameworks that the group operates in, focusing on those
laws and regulations that had a direct effect on the
financial statements or that had a fundamental effect on
the operations of the group. The key taws and regulations
we considered in this context included the UK Companies
Act, Listing Rules, pensions and tax legislation.

Audit response to risks identified

As a result of performing the above, we identified valuation
of commercial income receivable as a key audit matter. The
key audit matters section of our report explains the matter in
mare detail and also describes the specific procedures we
performed in response to that key audit matter.

In addition to the above, our procedures to respond to risks

identified included the following:

+ Reviewing the financfal statement disclosures and testing
to supporting documentation to assess compliance with
relevant laws and regulations discussed above;

+ Enquiring of management, the audit committee and
in-house / external tegal counsel concerning actual and
potential litipation: and claims;

+ Performing analytical procedures to identify any unusual
or unexpected relationships that may indicate risks of
material misstatement due to fraud,

- Reading minutes of meatings of those charged with
governance and reviewing internal audit reports; and

= In addressing the risk of fraud through management
override of controls, testing the appropriateness of journal
entries and cther adjustments; assessing whether the
judgements made in making accounting estimates are
indicative of a potential bias; and evaluating the business
rationale of any significant transactions that are unusual or
outside the normal course of business,

We also communicated relevant identified taws and
regulations and potential fraud risks to all engagement team
members including internal specialists, and remained alert to
any indications of fraud or non-compliance with laws and
regulaticns throughout the audit.

Report on other legal and regulatory requirements
OCpinions on other matters preseribed by the Companies
Act 2006

in our opinion the part of the Directors’ remuneration report
to be audited has been properly prepared in accordance
with the Companies Act 2006,

In our opinion, based on the work undertaken in the course

of the audit:

+ The information given in the strategic report and the
Directors' report for the financial year for which the
financial statements are prepared is consistent with the
financial statements; and

*+ The strategic report and the Directors’ report have been
prepared In accordance with applicable legal
requirements,

In the light of the knowledge and understanding of the group
and of the parent company and their environment obtained

in the course of the audit, we have not identified any material
misstatements in the strategic report or the Directors’ report.

Matters on which we are required to report by exception

Adequacy of explanations received and accounting
records

-Under the Companies Act 2006 we are required to report to

you if, it our opinion:

+ We have not received all the information and explanations
we require for our audit; or -

« Adequate accounting records have not been kept by the
parent company, o returns adequate for our audit have
nat been received from branches not visited by us; or

+ The parent company financial statements are not in
agreement with the accounting records and returns.

We have nothing to report in respect of these matiers.

Directors’ remuneration

Under the Companies Act 2006 we are also required to
report if in our opinion certain disclosures of Directors’
remuneration have not been made or the part of the
Directors’ remuneration report to be audited isnot in
agreement with the accounting records and retums.

Woe have nothing to report in respect of these matters,

Other matters

Auditor tenure

Following the recommendation of the audit and risk
committee, we were re-appeinted by the Board of Directors

‘in 2016 to audit the financial statements for the year ending

31 December 2016 and subsequent financial periods. The
period of total uninterrupted engagement including previous
renewals and reappointments of the firm is 13 years,
covering the years ending 31 December 2006 to 31
December 2018,

Consistency of the audit report with the additional report to
the Audit and Risk Committee

QOur audit opinion is consistent with the additionat report to
the audit committee we are required to provide in
accordance with ISAs (UK).

tIse of our report

This report is made solely fo the Company’s members,as a
body, in accordance with Chapter 3 of Part 16 of the
Companies Act 20086, Our audit work has been undertaken
so that we might state to the Company’s members those
matters we are required 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
to anyone other than the Company and the Company’s

-members as a body, for our audit work, for this report, or for

the opinions we have formed,

i C ‘\ - @4&'}*’&
Christopher Robertson (Senjor statutory auditor}
For and on behalf of Deloitte LLP
Statutory Auditor
Manchester, UK
17 April 2018
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Principal accounting policies

The principat accounting policies adopted in the preparation
of these financial stalements are set out below. These
policies have been consistently applied to all years
presented, unless stated otherwise.

1. General information

Lookers ple is a public limited company incorporated in the
United Kingdom under the Companies Act 2006, with
registered number 111876 in England and Wales. The
address of the registered office is given in note 11 to the
Financial Statements. The nature of the Group's operations
and its principal activities are set outin the Directors’ Report.

2. Basis of preparation

The financial statements of the Group have been prepared in
accordance with International Financial Reporting Standards
(IFRS) adopted by the European Union. Therefore the Group
financial statements comply with article 4 of EU IAS
Regulation,

The financial statemants have been prepared on the
historical cost basis, The Company has elected to {ake
exemption under section 408 of the Companies Act 2006
not to present the Company profit and loss acccunt. The
profit for the Company for the year was £9.6m {2017
£114.8m),

The company has applied FRS 101 ‘Reduced Disclosure
Framawork' in the year ending 31 December 2018. Previously it
had applied IFRS as adopted by the EU. Due to the comparable
recognition and measurement criteria between the two
standards, no transitional adjustments have arisen.

The following exemptions frem the requirements of [FRS have
been applied in the preparation of the company financial
statements and, where relevant, equivalent disclosures have
been made in the Group financial statements of the ultimate
controlling party, in accordance with FRS 107:

- Presentation of a Statement of Cash Flows and related notes;

* Disclosure of the objectives, palicies and processes for
managing capital;

* Disclosure of key management personnel compensation;

+ The requirements in IAS 24 (Related Party Disclosures) to
disclose refated party transactions entered into between two
or more members of & group;

» Disclosure of the categories of financial instrument and the
nature and extent of risks arising on these financial instruments;

¢+ The effect of financial instruments on the Statement of
Comprehensive income;

¢+ Information about financial instruments that have been
reclassified or derecognised, transfers of financial assets,
credit losses recorded in a separate account, netifing
arrangements, loan defaults or breaches and collateral;

« Caomparative petiod reconciliations for the number of shares
outstanding;

+ Disclosure of the future impact of new International Financial
Reporting Standards in issue but not yet effective at the

reporting date;

* Comparative narrative information.

Adoption of new and revised standards

IFRS 9 Financial
Instruments

IFRS 15 Revenue from
Contracts with Customers
{and the related
Clarifications}

Annual Improvements to
IFRSs 2014-2016 Cycle
IFRS 2 (amendments)
Ciassification and
Measurement of Share-
based Payment
Transactions

IFRS 4 famendments)
Applying IFRS 9 Financial
Instruments with IFRS 4
Insurance Contracts

IAS 40 {amendments)
Transters of Investment
Property

The Group has applied IFRS @
for the first time in the current
year.

Details of the changes to the
Group's accounting policies
following adoption of IFRS 9
are made within the Financial
Instruments accounting policy.

The applicaticn of this standard
has had no material impact on
the Group's consolidated
financial statements.

The Group hes applied IFRS 15
for the first time in the current
year.

Details of the changes to the
Groups accounting policies
following adaption of (FRS 15
are made within the Revenue
accounting policy.

The application of this standard
has had no impact on the
Group's consolidated financial
statements.

The Group has applied all of
these for the first time in the
current year.

The application of these
standards and amendments
has had nc material impact on
the Group's consolidated
financial statements.

Lookers plc Annual Report & Accounts 2018
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Principal accounting policies

Adoption of new and revised standards

In the current year, the Group has applied a number of
amendments to IFRSs issued by the International Accounting
Standards Board (1ASB) that are mandatorily effective for an
accounting period that begins on or after 1 January 2018. Their
adoption has not had any material impact on the disclosures or
on the amounts reperted in these financial statements.

New and revised IFRSs in issue but not yet effective

At the date of authorisation ¢f these financial statements,
The Group has not applied the following new and revised
IFRSs that have been issued but are not yet effective and in
some cases have not yet been adopted by the EU:

IFRS 16 Leases

IFRS 17 Insurance Caontracts

IFRIC 22 Foralgn Currency Transactions and
Advanced Cansideration

IFRIC 23 Uncertainty over Income Tax Treatments

The Directors do not expect that the adoption of the
Standards listed above will hava a material impact an the
financial statements of the Group in future perlods, except as
noted below:

IFRS 16 Leases

IFRS 16, introduces & comprehensive model for the
identification of lease arrangaments and accounting
treatments for both iessors and lessees. IFRS 16 will
supersede the current lease guidance including IAS 17
{_eases and the related interpretations when it becomes
effective for accounting periads beginning on or after 1
January 2018,

IFRS 16 distinguishes leases and service contracts on the
basis of whether an identified asset is controlled by a
customer. Distinctions of operating leases (off balance sheet)
and finance leases (on balance sheet) are removed for
lessee accounting, and are replaced by a mode! where a
right-of-use asset and a corresponding liability have to be
recognised for all leases by lessees (i.e. all on balance sheet)
except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment
losses, adjusted for any remeasurament of the lease liability.
The lease liability is initially measured at the present value of
the lease payments that are nct paid at that date.
Subsequently, the lease liability is adjusted for interest and
lease payments, as well as the impact of lease modifications,
amongst others. Furthermore, the classification of cash flows

will aiso be affected because operating lease payments
under IAS 17 are presented as operating cash flows;
whereas under the [FRS 16 madel, the lease payments will
be split into a principal and an interest porticn which will be
presented as financing and operating cash flows
respectively.

In contrast to lessee accounting, IFRS 16 substantially
carries forward the lessor accounting requirements in 1AS 17,
and continues to require a lessor to classify a lease either as
an operating lease or a finance lease.

The Group has elected to apply the full retrospective
implementation approach, Whilst the Group is party to
approximately 1,300 leases, a large proportion of these are
short-term in nature and not individually material in value. The
Group has elected to apply a practical expedient which
excludes lease agreements which are short-term in nature or
low value from being recognised as leases according to IFRS
18, in addition the Group has also taken the option to
‘grandfather’ the assessmant of which contracts are or
contain leases. Preliminary calculations indicate that the
Group expacts an increase to ks gross assets of up to £100m
and an increase in gress fiabilities of up to £120m. EBITDA is
expected to be impacted by up to £20m and operating profit
by up to £7.6m. However, these changes are not expected to
significantly impact on profit before tax. In addition, there is
expected to be limited financial impact from the perspective
of the Group as a lessor as a result of the new standard,

Going concern

The Group's business activities, together with the impact of
Brexit and the factors likely to affect its future development,
performance and position and the financial pasition of the
Group, its cash flows, liquidity position and borrowing
facilities are set out in the Strategic Review section of the
Annual Report & Accounts. In addition, note 17to the
Financial Statements includes the Group's objectives,
policies and processes for managing its capital; its financial
risk management objectives; details of its financial
instruments and its exposures to credit risk and liguidity risk.

At 31 December 2018, there are substantial available
facilities that remain undrawn and, as highlighted in note 17
to the Financia! Statements, the Group meets its day-to-day
working capital requirements through bank, manufacturer
and third-party vehicle financing facilities. The Group's
{orecasts and projections, teking account of reasonably
possible changes in trading performance, show that the
Group should be able to operate within the level of its current
facilities and meet certain covenant tests.
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Principal accounting policies

3. Judgements and estimates

The Group applies judgement in how if applies its accounting policies, which do not invalve estimation, but could materially
affect the numbers disclosed in these financial statements. The key accounting judgements, without estimation, that have
been applied in these financial statements are as follows:

Judgement I Effect on Financial Statements Alternative accounting | Effect of that
judgement that could | alternative
have been applied accounting
judgement
Intangible assets Capitalisation of development expenditure is | items not meeting the | Amounts totalling
completed only if development costs meet criteria would be £7.9m would not have
certain criteria. Such criteria are defined in expensed to the been capitalised in the
the accounting policy for Intangible Assats. statement of total year ending 31
comprehensive income. | December 2018,
Annual allocaticn of Goodwill and non-amortised intangible assets | Goodwill and non- Potential for
cash generating units | are allocated to specific CGU's in-line with amortised intangible impairment depending
(CGU) forimpairment | how the financial performance of the group Is | assets are allocated fo | on allocation to CGU
review purposes. reviewed by management. Numerica! different CGU's across | and resulting
disclosure regarding CGU allocations are the graup. estimates for CGU
macle in note 8. cash flows.

Accounting estimates

The preparation of financial statements in conformity with IFRSs requires the use of estimates and assumptions that affect
the reported amounts of assets and liabilties at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting year, Although these estimates are based on management's best knowledge of the
amount, events or actions, actual results ultimately may differ from those estimates.

The estimates and underlying assumptions are reviewed an an ongeing basis. The estimates and associated assumptions
are based on historical experience and various

other factors that are believed to be reasonabie under the circumstances. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods. The Directors consider the foliowing to be the key estimates
applicable fo the financial statements, which have a significant risk of resulting in a material adjustment to the carrying
amounts of assets and liakilities within the next financial year or in the fong term:
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Principal accounting policies

Key estimate area

Key assumption

Potential impact
within the next
financial year?

Potential impact in
the longerterm?

assets

Goodwili and intangible

We undertake an exercise to estimate future
cash flows from each CGU when we
undertake our annual impairment review. We
have key assumptions over the growth rates
of revenue and operating margin which
impacts the profit assumed and hence cash
flow generation in each CGU. These
assumptions along with the perpetuity
growth rate and discount factor are key to
calculation of the value in use for each CGU.
Nurmerical disclosure regarding key
assurnptions used are made in note 8.

Yes

Yes

tnventory provisioning

The assessment of the net realisable fair
valug of used inventary involves an element
of estimation. The key assumption is
estimating the likely sale period and the
expacted profit or loss on sale for each of our
inventory items that are held at the balance
sheet date. We conduct this analysis by
comparing all used inventory {cansidering
both the age and condition) to external
market data, historical experience and our
future expectations. Nurmnerical disclosure
regarding inventories net realisable value are
made in note 12,

Yes

No

Retirement benefit
obligations

The main assumptions in determining the
group's retirement benefit obligations are:
discount rate, mortaiity rate and rate of
inflation. Disclosure of these assumptions are
made within note 21. Due to the relative sizes
of the pension schemes it is only considered
1o be the Loaokers Pension Plan that could be
materially affected by key estimates.

Yes

Yes

The Directors have a reasonabte expectation that the Group
has adequate resources to continue in operaticnal existence
for the foreseeable future. As a result, they continue to
adaopt the going concern basis of accounting in preparing the
Financial Statements.

4. Basis of consolidation

The conselidated financial statements comprise the
accounts of the Company and its subsidiary undertakings.
An undertaking is regarded as a subsidiary if the Group has
controf over its operating and financial policies. The profits
and losses of subsidiary undertakings are consclidated as
from the effective date of acquisition or to the effective date
of disposal.

The Group uses the purchase method of accounting to
account for the acquisition of subsidiarfes. The cost of an
acquisition is measured as the fair value of the assets
acquired, equity instruments issued and liabilities incurred or
assumed at the date of completion, plus costs directly
attributable to the acquisition. Identifiable assets acquired,
liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date, irrespective of the extent of any minority
interest. The excess of the cost of acquisition over the fair
value of tha Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the cost of acquisttion is
less than the falr value of the net assets of the subsidiary
acquired, the difference is recognised directly in the Income
Statement.

Financial Sigtements
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Principal accounting policies

Intercompany transactions, balances and unrealised gains on
transactions between Group companies are eliminated.
Unreziised losses are algo eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of acquired subsidiaries are changed
where necessary to ensure consistency with the policies
adopted by the Group.

5. Reveniue

Revenue is measured based on the consideration specified
in & contract with & customer. Amounts collected on behalf
of third-party are excluded. Revenue is recognised by the
Group when it transfers control over a product or service to a
customer.

Revenue is measured at invoice price, excluding value added
taxes, and principally comprises external vehicle sales, parts,
servicing and bedyshep sales. Vehicle and parts sales are
recognised when control gver the vehicles or parts have
been transferrad to the customer, This ls generally at the
time of delivery to the customer. Service and bodyshop sales
are recognised in line with the work performead,

Revenue also comprises commissions recelvable for
arranging vehicle financing and related insurance procucts.
Commissions are based on agreed rates and income is
recognised at the time of approval of the vehicle finance by
the finance provider.

Where the Group is acting as agent on behalf of a principal,
the commission earned is alsc recorded at an agreed rate
when the transaction has occurred. The income received in
respect of warranty policies sold and administered by the
Group is recognised over the period of the policy ona
straight-line basis, The unrecognised income is held within
deferred income.

Where vehicles are supplied to a leasing Company for contract
hire purposes and the Group undertakes to repurchase the
vehicle at a predetermined date and value the significant risks
and rewards of ownership are deemed not to have transferred
outside the Group and consequently no sale is recognised. As
a result the accounting for the arrangement reflects the
Group’s retention of the asset to generate future rentals and,
in accordance with IAS 17 Leases, the Group is considered to
be an operating lessor for ali arrangements in place.

The initiz] amounts received in consideration from the feasing
Company are held as deferred income aliocated between the
present value of the repurchase commitmeant, held within
trade and other payables and a residual amount of deferred
revenue held within deferred income, A finance charge is
accrued against the present value of the repurchase
commitment and recorded as afinance expense inthe income
statement.

The remaining deferred revenue, which effectively represents
rentals received in advance, is taken to the income statement
on a straight-fine basis over the related lease term. No
additional disclosures are made under IAS 17 as there are no
future rentals receivable.

These vehicles are held within current assets at their cost to
the Group and are depreciated to their residual values over the
terms of the leases. These assets are transferred into
inventory at their carrying amount when they cease to be
rented and they become available for sale as part of the
Group's ordinary course of business,

Rental income from property is recognised in profit or loss on
a straight-line basis over the term of the lease. Lease
incentives granted are recognised as an integral part of the
total rental incoma, over the term of the lease. Rental income
from property is recognised as rents received in net operating
expenses.

6. Commercial income

Commercial Income, including manufacturer bonuses, is
credited to cost of sales. Volume related and vehicle specific
rebates from suppliers are credited to the carrying value of
inventory to which they refate when the refated inventory is
sold, Onee the Inventory Is scld, the rebate amount s then
recognised in the income statement.

7. Taxation

The tax expense represents the sum of the tax currently
payable and deferred tax. The tax currently payable is based
on taxable profit for the year. Taxable profit differs from nat
profit as reported in the Income Statement because it
excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are
never taxable or deductible. The Group's liability for current tax
is calculated using tax rates that have been enacted ar
substantively enacted by the balance sheet date,

Deferred tax is provided in full, using the liabiiity method, on
taxable femporary differences arising between the tax bases
of assets and liabilities and thelr carrying amounts in the
conselidated financial statements, However, it the deferred tax
arises from initial recognition of an asset or fiabiiity in a
transaction other than a business combination that at the time
of the transaction affects neither accounting nor taxable profit
or loss, itis not accounted for. Deferred tax is determined
using tax rates (and faws) that have been enacted or
substantively enacted by the balance sheet date and are
expected to apply when the refated deferred tax asset is
realised or the deferred tax liability is seftled. Deferred tax
assets are recognised to the extent that it is probable that
future taxable profit will be avaiiable against which the
temporary differences can be utilised. Deferrad tax is not
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provided on temporary differences arising on investments in
subsidiaries, as the Group controls the timing of the reversal of
the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

8. Dividends

Final Dividends proposed by the Board and unpaid at the
end of the year are not recognised in the financial
statements until they have been approved by the
shareholders at the Annual General Meeting. Interim
Dividends are recognised when they are paid.

9. Segmental reporting

A business segment is a component that engages in
business activities from which it may earn revenues and incur
expenses; whose operating results are regularly reviewed by
the entity's chief operating decision maker to make decisicns
about resources to be allocated to the segment and assess
its performance; and for which discrete financial information
is available. The business segments are set out in note 1 to
the financial statements.

10. Goodwill and impairment

All business combinations are accounted for by applying the
purchase method. Goodwill represents the excess of the
cost of an acquisition over the fair value of the Group's share
of ihe net identifiable assets of the acouired entity atthe
date of the acquisition. Goodwill is aliocated to cash
generating units (CGUs), which are franchise groups and
other business units.

An impairment test is performed annually as detalled below.
Goodwill and intangible licences are then held in the balance
sheet at cost less any accumulated impairment losses.

For the purposes of impairment testing of goodwill non-
depreciable intangible assets, the Directors assess the value
in use for each cash generating unit. Value in use is
calcutated by applying the Board approved budget for the
next financial year and projecting this budget for a further
fouryears and then applying a suitable cost of capital to
discount cash flows to perpetuity.

11. Intangible assets

IT development assets are stated at cost less accumulated
amortisation and any impairment iosses. Ary subsequent
expenditure on capitalised intangible assets is capitalised
only when it increases the future economic benefits
embodied in the specific asset to which it relates. This
categery of asset includes purchased computer software
licences, computer software and internally generated
intangible assets. These assets are amartised by equal
instalments over the specific software licence period

{typically 12 months) ar over their usefut economic life
{typically up to five years) as appropriate. All amortisation
charges are made within administration expenses.

Internally generated intangible assets relate to activities that
invoive the development of computer systams designed to
enhance the seliing process so to achieve increased orders
for both vehicles and aftersales work. Expenditure arising
from the Group’s development is recognised only if all of the
following conditions are met:

» Anasset is created that can be identified;

+ ltis probable that the asset created will generate future
economic benefits;

« The development cost of the assat can be measured
reliably;

« The Group has the intention to complete the asset and the
ability and intention ta uss or sell it;

« The preduct or process is technically and commercially
feasible; and

+ Sufficient resources are available to complete the
development and 1o efther seil or use the asset.

Where these crlteria have not baen achieved, development
expenditure is recognised in profit or loss In the year in which
it is incurred.

Intangible licences relate to the values ascribed following the
advice of third-party consultants to franchise operating
licenges i connection with historic business combinations.
The Directors have considered that as a result of the high
barriers to entry in the marketplace and the historic length of
the respective franchise cparating licences that these assets
have no foreseeable limit to the period over which they are
expected ta generate net cash inflows and as such have
been classified as having an indefinite useful economic life.

The Brand intangible asset of £1.0m {2017 £1.0m} arose on
the acquisition of a subsidiary underiaking and is deemed by
the Directors to have and indefinite useful economic life. The
trading activities under this brand name gengrate a
substantial part of the Group’s revenue and operating profit.
The Group is continually investing in this brand through
promcticnal activity and advertising and as such, this brand
ts considered to have an indefinite useful economic fife and
not amortised.

As both intangible licenses and brands have an indefinite
useful economic life they are subjected to the Group’s annua!
impairment review,

Financial Statements
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2018

at a glance

Revanus incres ed 4.0% 1o

£4.88 bllllbn'

(017 £4.70 billion)

Adiusted profit before {ax

£67.3m

A decrease of 1.6% (2017: £68.4m)

.g,{
Fy

’”‘:égumzaﬂ profit befora ia
excluding properiy salas

£59. 6m

A decrease of 9.5% (2017; £65.9m)

commearcial vahicles
wmmw@g.] TEYg] 1 3 Deafit hatars tax

£53.1m

A decrease of 9.1% (2017: £58.4m)

ey Earnings par shars
T\

\\: f“ ~ ._J
manrasiurer orands 11 0 7 p

A decrease of 8.2% (2017:12.06p)

NOTE: Throughout the Annual Report & Accounts, Alternative
Performance Measures have been used which are non-GAAP
measures that are presented to provide readers with additional
financial information that is regularly reviewed by management and
should not be viawed in isolation or as an alternative to the equivalent

GAAP measures.
NOTE: Refer to definitions on page 33 regarding how adjusted profit (2017 8 89p)
before tax and adjusted earnings per share are calculated.

per share
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1. Volkswagen Battersea opening
2. JLR Belfast

3. Volvo Stockport

4. Audi Dublin
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Financial and operational highlights

The following graphs demonstrate how the Group has grown and created shareholder
value over the last five financial years.

Revenuz £4.88 billion

2018
2017
2016
2015
2014
1000 1800 2000 2500 3000 3500 4000 4500 5000
£{m)
45 50 55 60 65 70 75 80 85 S g5
£{m)
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Earnings psr share 11.07p

Earnings per share
(Pence)

22
20
18
16
14
12

10

2014 2015 2016 2017 2018

Dividend par shara 4.08p
Dividend per share
{Pence)
5]
4 —_—
3 —
P
1
0

2014 2015 2016 2017 2018
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“We have produced a resilient
set of results against a
backdrop of more challenging
conditions in the motor sector,
increasing sales and
maintaining profitability. In
particular, growth in our used
car and afiersales divisions has
helped to offset the impact of a
more muted new car market,
demonstrating the resilience of
our business model.”

Andy Bruce
Chief Executive Ofiicer
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Our business

Manufacturer brands in our porifolio

Cars and commercial vehicles

F /Ztﬂ'ﬂﬂﬁ By

Nissan . Peugeot Renal't Seat Skoda

smart - Toyota Vauxhall Volkswagen Volvo
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Faemda

Our locsations
Taggarts
Taggarts remains the
name for Loockers in parls
of Scotland and includes
margues like Land Rover,
Jaguar and Volvo.

Charles Hurst

Qur unique Belfast site
houses 20 marques on one
site, ranging from prestigious

brands like Asten Martin, o
Bentley and Ferrari, to top e.e ® o Morth East England
volume brands like Nissan, . oo %6 ©
Renault, Kiaand Citroen. e eg g Lookers have recently
@ © increased the rapresentation
egg of Ford, Kia and Mazda
& ©9%g following the acquisition
) %%G@ aof Jennings.
%0 epge
°g3 300 W%
] Ty @@ Lo
5
@a <] g @ 909@@9
=17
(3} o .
ea e @ MNorth West & Midlands
@
]
o Qo ©@-——— Previously acquired
o 29 © dealerships make Lookers
/G gggg 9%@ the largest Mercedes-Benz
/ 96900 dealer group in the UK, and
/ © coupled with BMW and MINI
9@ g o continue to perform well.
/ %00
/ L]
y o o
© o © g0
0 e
o 5]
0 00°
Charles Hurst 00000 o °
€5 nliys ©000 ©
Charles Hurst also has o

an Audi dealership and
Charles Hurst Premium and
UseDirect dealership bhased
in Dublin, selling quality
used cars.

South East England

New flagship London
dealerships for Land Rover,
Jaguar, VW and Skada,
further establish Lookers in
the region,
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Business mode! and strategy

Business model

With a Group turnover of £4.880billion in 2018, Lookers
is one of the leading motor retail and aftersales
Groups in the UK, We sel| over 218,000 new and used
cars and light commerclal vehicles, Our operations are
across the UK and ireland, with & presence in most of
the major population centres.

Our motor retail business consists of 164 franchised
dealerships representing 32 manufacturers from 106
locations, The business generates revenue from the
sale of new and used cars, vans and aftersales
activities,

The number of new cars sold per annum in the UK has
varied between 2.26m and 2.69m during the past five
years. Our share of the retai! sector of this market is
just over 6%, compared to 4% in 2011,

After five consecutive years of growth since 2011, the
UK new car market reduced by 5.8% in 2017 tc 2.54m
cars from the 2.68m cars in 2016, which was the
highest ever level. The market reduced again in 2018
by 6.8% to 2.37m cars. Despite these reductions, the
new car market in 2018 was still at historically high
levels,

The new car market has two principal sectors, each of
which representing approximately £0% of the market.
The retail sector represents sales 1o individual
customers and the fleet sector provides sales to
corperate customers. Retail sales are generally at
higher margins whilst fleet sales cansume significantly
higher levels of warking capttal.

The used car market in the UK has annual transactions
of just under eight million vehicles, of which franchised
dealers represent approximately 50%. There
continues to be a major opportunity for Lockers 1o
increase volume in this part of the market.

Aftersales represents the servicing, repair and sale of
franchised parts to customers' vehicles, The aftersales
market applies to the overall number of cars in use on
UK roads, which is referred to as the UK car pare,
There are approximately 37m vehicles that make up
the UK car parc with 23% (8.5m) under three years
cld. This is the predominant market for franchised
motor dealers.

The internet continues to be the primary means for cur
customers to research and determine which new or
used cars they are interested in buying. Our website
and digital marketing channels are therefore avery
important part of our business and customer service
offering. We continue to invest in and davelop these
channels in order to meet the needs of cur growing
customer base.

Strategic Review
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Business strategy

Our strategy is focused on having the right brands and
locations alongside excellent execution. Underpinning this
strategy is our commitment to providing an outstanding
retail experience for our customers.

We deliver on our strategy by operating a diverse business
in the UK mator sector, supported by a variety of
manufacturing partners across varicus geographies. This
helps reduce our exposure to anomalies or fluctuations in
demand, which may affect specific manufacturers or
geographic lacations.

We aim o grow the existing business through a combination
of organic growth, sesking profitable opportunities to
increase our revenue and presence, and actively pursuing
an earnings-enhancing acquisitive strategy. Our track record
of successful acquisitions makes this a significant
differentiator for us, and we have generatad an average ROI
of over 16% on acquisitions made in recent years.

Another key differentiator is the service and retail
experience we offer to our customers. We aim to provide the
highest standards of customer experience in the sector by
continually investing in and improving three key areas of our
business:

* People: Attracting, nurturing and retaining the best people
and empowering them to deliver a genuine and
personalised experience;

*+ Technology: Striving in an ornni-channel retail environment
to provide a seamless customer experience, allowing
customers fo engage with us whenever and wherever they
choose to;

* Marketing: Developing our brand proposition to enhance
our reputation with our customers, prospects employees,
suppliers and shareholders.

Despite the challenging trading conditions and reduction in
the new car market we have continued to deliver a
significant level of profit which highlights the strength of our
strategy and unique proposition.

The Group's business activities, financial condition, results of
operations or the Company’s share price could be affected
by certain principal risks or uncertainties which are detailed
cn pages 34 to 36.
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How we crezte value

Our strategy continues to focus on two key areas; our
portfolio and the customer experience. Having the right
brands in the right locations’ means that we continually
enhance our portfclio and align it to business strategy to
ensure it has a direct impact on financial success.

Our vision of a‘best in brand customer experience’is
supported by continuing investment in our pecple, to attract,
retain and nurture the best talent; invest in our technology
and engage our colieagues and customers in a seamless and
effortless experience. This, in turn, helps to strangthen our
brand allowing us to become a partner of choice for
customers, colleagues, brand partrers and investors alike.

The development of our portfolio and customer experience
are always underpinned by a commitment to operational
excellence in our every day delivery.

We maintain a clear focus on optimising our cost base,
making roles in our dealerships simpler and providing more
focus on key measurements, In addition to this, we continue
to improve our service capacity and adapt to changing
consumer expectations with regards to opening hours and
omni-channel integratien.

We aim to be innovative and flexible in order to enhance
business for both our brand partners and our customers and
we aim fo share best practices for success so we can simplify
and streamline our offering.

“Wa will con ’muﬁm oplimiss
@urp@rﬂoﬁ 2NsUre wa
nave therigl r;arada i inge

hit
rightloc ?_@n,
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Right brands, right locations

Operational excellence

To continve to succeed, we know the
importance of a stable, engaged and
high quality workforce, We have
highlighted future focussed roles to
offer specialist support including group
qualifications to manage the
Apprenticeship Levy and group
diversity to ensure that the best talent
from all backgrounds can access and
succeed &t Lockers. We have also
introduced market leading new
benefits for staff including extra
holiday, critical iliness cover for all and
12 moniths full maternity pay.

As a progressive business we
recognise the importance of the
omni-channel experience that our
customers now expect. Cur new
website embodies ouraim to put
information at cur customers' fingertips
and give them more control over how
they interact with us. We are
continually enhancing the customer
Journey including & new retail
experience using CENOW and are
constantly upgrading our network to
keep the business moving.

As a modern maotor retailer, we
understand the importance of a strong
brand. We continue to build a
compelling 'Why Lockers? proposition
to work alongside our manufacturer's
brands through engaging, creative and
relevant content to increase retention,
hrand recognition and sentiment,

We are creating a customer-centric
engagement strategy across all
channels and touch points with unique,
content-rich procf peints that allows us
to become ‘best in brand' for an
added-value retail experience, and
embracing next generation digital
capabilities.
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Deaveloping the customer experience

In an ever-changing and highly competitive marketplace we
continue to develop our retail proposition as a differentiator
to our competition. When faced with the many choices across
the market we want to become the brand of choice for
customers. To do this we strive to provide the highest leve! of
customer engagement be it face to face in our showrooms,
through our call centres or in the digital space. We aim to give
the customer relevant, personal expert advice to help them
make the best choice for them and, in turn, build loyalty and
positive sentiment for our brand,

We are constantly looking to improve our dealership estate
investing in modern, contempaorary multi-channel motor retail
environments that will enhance our customer's experiences,

To provide the best customer experience we have invested,
and will continue to invest, in new technologies, & new and
enhanced website, our Lookers retail brand propaesition, new
training and development plans for our people, our
dealership portfalio, custorner research and our operational
capabilities to make the customer jsurney more seamless
and rewarding.

Strategic Review
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~Working closely with our brand partners we are ..

. always looking toi improve our retail offer mchdmg L2
* efficient technclogy solutions across all channels

" and platforms. Current pro;ects include an extenswe'f

. ‘upgrade of our telaphony systems and an lmproved
',Iead trackmg system ) -

Lookers plc Annual Report & Accounts 2018
19



Who we are

At Lookers we are proud to call ourselves a‘people business.
This doesn't just mean a personal service to our customers, it
extends to the communities we work within and, of course,
the people all across the UK who make us who we are. We
are always exploring ways to make people's experience of
Lookers naticeably and meaningfully different both within the
husiness and to the customers we serve.

If there’s one thing we can all be proud of here at Lookers
it's the tireless work that our people do for charity, Whether
it's valunteering out in the local community or making

complete fools of ourselves for Red Nose Day, our people
love {o get involved.

As well as encouraging cur people to support causes in
their local area, we have identified Group wide objectives
for CSR. These are split into four key areas; consumer,
employee, industry and cammunity, In each area we will
support charitable crganisations including MacMillan,
Children in Need, Duke of Edinburgh Award, 353, BEN and
Cardioproof.

Strategic Revisw
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atithe heart of
the community.
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Lookers Apprenticeship Program continues
o be recognised as one of the best in the
country, recognised as Highly Commendad
at the National Apprenticeship Awards,

Once again the Apprentice intake has
increased in 2018, with over 170 vacancies
across the Group.

Lookers have once again been listed as
part of ‘The Sunday Times Best Companies
to Work For’ ranking of the UK's top
employers, Lookers was the best-
performing dealer group in the 2019
SUrvey.

Lookers said that the Sunday Times listing
“underlined its position as an employer of
choice” after it became the only motor
retailer ta be & named a “Tep Employer by
the Top Employers Institute for the third
year in a row,

We are always striving to reflect the
customers and the communities that we
serve, We are reaching out of the automotive
sechor to encourage new talented individuals
to come and work for us. Ourgoal is to
create a best in class working environment
where all employees feel safe, nurtured

and respected.

We are committed to creating a truly
diverse organisation which reflects all
facets of todays modern society. We work
with Europe’s largest LGBT+ charity,
Stonewall, as one of their ‘Diversity
Champions’ benefitting from their
partnership with over 600 employers.

We also continue to focus across the

whole business on under-representation of
women, including increasing the numbers
of technical apprenticeships and working to
ensure there are more women

in managerial roles.

\_\\S Apprenticeships

:g)"})\ National Awards 2018

Support for life

Whrrer

RS =
Industry Leadar:

‘Challenge

OME TO WATCH

2018
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Non-financial information statement

This section of the Strategic Review constitutes Lockers plc's Non-Financial information Statement, produced to comply with
sections 414CA and 414CB of the Companies Act. The information listed is incorporated by cross-reference.

Environmental matters

Environmental policy (1)

51
Mandatory carbon reporting — Page
51

Employees

Gender Pay Reporting
Health and Safety Policy (1)
Ethical Policy Statement (1)
Code of Conduct Policy (1)

Who we are — Pages 20 to 23
Lockers as an employer — Page 52
Recruitment and retention — Page 52
Staff communication — Page 52
Health and safety — Page 52

Respect for human rights

Modern Slavery Act Statement

Data Privacy Policy (1)

Information and Cyber-Security Policy
(1)

Human rights — Page 52

Soclal matters

Volunteering Standards (1)

Who we are — Pages 2010 23
Lookers and ethics — Page 52
Lookers and the community — Page
52

Anti-corruption and anti-bribery

Anti-bribery and Anti-Corruption
Paolicy
Fraud Risk Management Policy

Operational and other risks — Page 45

Description of principal risks and
impact of business activity

Risk overview and management
— Pages 3410 36

Description of the business modal

Business mode! and strategy — Pages
12 to 19

Non-financial key performance
indicators

Non-financial KPI's — Page 32

1 — Certain Group palicies are internal standards and guidelines and are nat published externally.
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Operating review

| am pieased to report a resilient set of results for the
Company against a backdrop of challenging trading
conditians for the metor sector, particularly in the second
half of the year. We saw a 4% increase in turnover compared
to the prior year with only a slightly lower level of adjusted
profit before tax* of £67.3m (2017: £68.4m). This includes
the profit of £77m (2017 £2.6m) from the sale of a property,
which is separately included in other operating income.
During the year we had several changes to our dealership
portfolio where a number of businesses were closed and we
therefore incurred certain closure and recrganisation costs
as a result of these changes.

Profit before tax was £563.1m {2017: £68.4m). This result has
been achieved during a period in which volumes in the UK
new car market fell by 6.8% to 2.37m cars, the second
successive year of reduced volumes, although the market
remains relatively high compared to historical levels. The
new car market was affected by a continuation of the
anti-diesel theme and a shortage of supply of new vehicles
in the last four months of the year which had to be tested to
the mare stringent Worldwide Harmonised Light Vehicle
Testing Procedure ("WLTP") emission regulations. We had
anticipated that these supply issues would have cieared
during the last three months of the year but unfortunately,
they remained an issue for the rest of the year. The
continuing political urcertainty surrounding the Brexit
situation and the negative impact this has had on both
consumer and business confidence, has also adversely
affected the demand for new cars.

The new car market has now reduced by 320,000 cars
since the peak of 2.69m in 2016, a decrease of 12%. With
our share of just over 6.9% of the total new car market, this
represents a reduction of 12,800 new cars to Loaokers,
which is equivalent 1o a loss in gross profit in excess of
£20m. We therefore believe that to have substantially
maintained our profitability, despite the loss of this
significant level of profit on new cars, demonstrates the
effectivenass of our strategy and resitience of our business
model.

The key elements of our performance were:

« Turnover and volumes of new cars reduced and gross
profit per unit was increased;

« Further growth in used car turnover and gross profit;

= Improvement in both aftersales turnover and margin; and

+ Further inflationary costs in salaries, property and IT.

Whilst the new car market remains challenging, we believe
there are oppartunities to grow the business in 2019 and
beyond, particularly in used cars and where Lookers, as a
leading company in the industry, benefits from economies of
scale, the skills of our people and our ability to invest in
improved technalogy.

Acquisitions and portfolio management

Our moter retail business has been through a period of
significant transformation in recent years, and further
developments continued in 2018 to ensure that our
dealerships are afigned with our strategy of havinga
meaningful representation of the major automaetive brands
in the main centres of population in the UK. As part of this
process we closed two Vauxhall dealerships at Warrington
and Yardley, near Birmingham in March. These were bath
underperforming businesses and were closed with the
agreement of Vauxhall as part of the rationalisation of their
UK dealer network. In July we acquired a Ford dealership
which complements our larger representation of Ford in
Essex and in October we closed our Hyundai and Nissan
business in Motherwell. As referred to earlier in this report,
we therefore incurred certain closure and reorganisation
costs as a result of these changes.

In September the Group acquired the Jennings Group for a
gross payment of £10.1m. Jennings is a long-established
motor retail Group in the North East of England with Ford
being the key brand partner, particularly in the Teesside
area. The acquisition complements and strengthens
Lockers’ position in the region and we are delighted to
expand our key partnership with Ford. Given the timing of
the acquisition, it has been earnings neutral this year but
has now been successfully integrated and we expecta
modest contribution to earnings in 2019,

| Turnover j
New cars 2,395 2,477 (39%)
Used cars 1,038 1,703 14%
Aftersales 433 409 6%
Leasing and other 113 107 4%
Total 4,880 4,596 4%

*Adjusted aperafing profit is operaling profit before amortisation of intangible assets, delined benefit scheme pension costs and share-based payments. Adjusted profit before
tax is profit belere amartisation of intangible assets, debt issue costs, defired benefit scheme pension costs, {air value of derivatives and share-based payments, Adjusted

earnings per share is earnings per share before amortisation af intangible assels. deblissue casts, defined benefit schema pension costs, lairvalue of derlvativas and

share-based payments. Net debt is bani loans and overdrafts lass cash end cash cquivalents. Adjustod EBITDA is adjusted operating profit adding back depraciation. Whare
lika-for-like figures are included in this repart, they are calculated on the basis that acquired businesses have been part of tha Group from 1 January 2017 and clesad or seld
businesses have been excluded from the Group from 1 January 2017, See page 33 for reconciliations to alternative performance measures.

Strategic Revisw
24




Gross profit
New cars 161 165 {2%)
Used cars 135 133 2%
Aftersales 203 189 T%
Leasing and other 17 17 -
Total 516 504 2%
New cars the market, with a reduction of 4.6%, or 47% on z like-for-

The szale of new cars represents 31% of gross profit for the
Group and the new car market reduced by 6.8% in the year
to 2.37m. The retail new car market reduced by 6.4% to
1.05m and the fleet new car market reduced by 7.2% to
1.32m. There were significant fluctuations in the market
during the year including a significant decrease in the first
quarter, given the strong comparatives from 2017 resulting
from increased demand in advance of the changesin
Vehicle Excise Duty that became effective in April 2017, This
was followed by some modest growth within certain months
in the second quarter. The final four months of the year
suffered from a shortage in the supply of new cars following
the introduction of the more stringent WLTP emissions
regulations from 1 September, The resulting impact on the
timings of when vehicles could be tested meant that certain
brands and models were not available for sale. The impact of
this in the final quarier was greater than we had originally
anticipated in September.

Despite this challenging backdrop, we delivered a positive
performance and our retaif volumes were slightly ahead of

like basis. Fleet volumes, including commercial vehicles,
reduced by B.2%, or 5% on a like-for-like basis, although a
reasonable proportion of the decrease was a result of our
decision to exit some high volume but very low margin fleet
business. Total new car turnover reduced by 3.3% year-on-
year and decreased by 3% on a like-for-like basis, This
represents a strong performance compared to the wider
market, as we continue to take share in & competitive
environment. Total gross profit from new cars decreased by
less than the reduction in volume or turnover at 2.3%,
compared to the prior year and by 2.4% on a like-for-like
basis, This reflected an increase in profit per unit during the
year where we were able to successfully increase marging
where vehicles were in shart supply.

The new car market continues to be at historically high
levels and we have an encouraging number of orders for the
important month of March, albeit at a lower level than last
year. The Society of Moter Manufacturers and Traders'
(SMMT) current estimate is that new car volumes will be
2.3% lower for 2019 compared to 2018, &t 2.31m. This is

*Adjusted operating profitis operating profit before amartisation of intangibile assets, defined benefit scheme pension costs and share-based payments, Adjusted profit before
tax is protil before amortisation of intangible assets, debt issue costs, defined benefit scheme pension costs, falr value of derivatives and share-based payments. Adjusted
earnings per share is earnings per share before amortisation of intangible assels, debt issue costs, definad benefit scheme pension casls, fair value of derivatives and
share-based payments. Mot dabt is bank loans and overdralis less cash and cash equivatants. Adjusted EBITDA is adjusted oparating profit adding back depraciation, Whare
like-for-like figures are includ=d in this report, they are caleulatad on Lhe basis that acquired busingsses have been part of the Group from 1 January 2017 and closad or sold
businesses have bean excluded from the Group from 1 January 2017 See page 33 for reconciliations to alternative parformance measures.
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Operating review

still a relatively healthy outlock compared to historical levels
of new car volumes and provides opportunities for us to
continue to increase market share, particularly as the brands
where we have significant représentation tend to outperform
the wider market. Our relationship with our manufacturer
partners remains & critical part of cur success and we
continue to work closely with them to achieve a mutually
beneficial commercial relationship, underpinning the
potential to develop further with them in the future.

Used cars -

Used cars now contribute 26% of our gross profit and the
market cantinues to be buoyant with values remaining stable
and predictable. Turnover of used cars increased by 14%,
and 14% on a like-for-like basis, compared 1o 2017 and
volumes increased by 6%. Gross profit increased by 1.5%,
or 1.5% on a like-for-like basis. This is a pleasing
performance given that our used car valumes have
increased significantly over recent years. We continue to
focus on stock management and sourcing goad quality
vehicles, both of which help to improve profitability.

In conjunction with recagnising the importance of new cars
to cur business model, the used car market continues to
represent a significant additional opportunity for the Group
and we plan to accelerate our growth in this market with the
target of increasing our ratio of used cars to new retail to
2:1. Digital channels will be a kay tool to facilitate this growth
and we continue to bengfit from the increasing number of
leads generated by our website. Further and extensive
investment in technology continues to be carried out and will
lead to further increases in volumes and profitability.

Aftersales

Qur higher margin aftersales business, which represents
39% of gross profit, has performed well in the period.
Turnaover {excluding leasing) increased by 6% compared to
2017 and 7% on a like for like basis and gross profit
tncreased by 7% and 7% on a tike-Tor-like basis, with the
margin being maintained. The increased profitability has
benefitted from the growth in the vehicle parc of cars under
three years old, a trend which bas now begun to reduce
given the decreasing volume of new cars scld. However, we
have increased capacity through developing new dealership
premises in recent years, which has provided an increase in
the base infrastructure te support these increased volumes.
The increased performance in aftersales Is also due to the
initiatives we have made to develop our services, with an
increased emphasis on performance and improved
customer retention through enhanced technology and
systems.

Developing a multichannel retail environment

We have continued to make a signfficant investment in our
multi-channel customer experience and cur website plays a
critical and important role in the customer journey,
influencing how our customers research vehicles befare
they enter the showroom. Our in-house digital marketing
team now operate across alf channels and the latest version
of a new, much improved and fully responsive website, which
continues to evolve and improve, has resulted in further
increases in our visitor and enquiry lavels,

We are implemenrting further significant developments to
our website which will result in exciting improvements in
functicnality and interaction with our customers, We are
currently migrating to the new and considerably improved
website on a phased basis and expect this to be fully
operational across ail dealerships during this year, With over
T0% of visits to our website being via mobile er tablet we
have ensured that functionality has concentrated on this
area, Our aim is to produce an industry-leading website,
which will improve the customer experience and ultimately
increase salas and profitability. We also believe that this
investment in technology will result in greater operational
efficiencies which will give us a significant competitive
advantage and improved profitability.

We have previcusly commented on our commitment to
developing and improving the customer journey through a
significant programme of capital investment in new and
improved dealership premises. Tnere is still further
investment tc make in this transformation of our property
portfolio, but we believe this will start to reduce after 2021,
The programme is taking us longer than originally
anticipated due to delays in finding appropriale properties
and planning issues. However, this has resulted in the
benefit of capital expenditure being incurred over a longer
period and at lower levels than originally anticipated. This
programme will ensure that our entire dealership estate
represents best in class modern motor retailing.

Customer experience

Our goa! is to be recognised as providing the best customer
experience and engagement in the UK motor retail sector.
We do this through personal, relevant, meaningful and
memerable expert advice that helps our customers
understand the product and make the right choice. We
conduct extensive customer research to monitor feedback
as we appreciate that customers have high expectations and
increasingly more access to detailed product information
themselves,

*Adjusted operating prefit is operating profit belore amertisation of intangible assets, defined benefit scheme pension costs and share based payments. Adjusted profit before
tax is grofit before amortisation of intangible assets, debt issue costs, defined benefit schema pensian costs, fair value of derivatives and share based payments. Adjusted
earnings per share is eamings per share belare amortisation of intanglble assels, debt issua costs. defined benefit scheme pension casts, fair valug of derivalives and share
based payments. Net debtis bank loans and overdrafis less cash and cash cquivalents. Adjusted EBITDA is adjusted operating profit adding back depreciation. Where
lika-for-fike figures are includad in this report, they are calculated on the basis that acquired businesses have been part of the Group from 1 January 2017 and closed or sold
businesses have been excluded fram the Group from 1 January 2017, See page 33 for reconciliations to alternative perfermance measures.
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Qur people

Our pecple are the key ta helping us to deliver our strategy
and providing a first-class customer experience. We continue
to invest in cur people with further improvements and new
inttiatives to our training and development programme and a
formal management development programme. We believe
Lockers offers the maost attractive employment prospects in
our sector and we aim to be the hest place to work in our
industry. This should result in us being able to attract and
retain the best people, including those from outside the
sector, to achieve enhanced levels of customer satisfaction
and help us continue to be a leading company in the UK
motor retail sector. It was therefore a great achievement

to again be recognised as the only motor retailer to be
awarded the exclusive Top Employers United Kingdom
certification, which we have now achieved for a third
successive year. We have also, for the first time, achieved the
recognition for outstanding staff engagement by achieving a
prominent position in the Sunday Times list of top companies
to work for. This success demonstrates our commitment to
building a positive employee experience and of our
commitment {o optimise, develop and work with all our
people to build a meaningfully and noticeably different
experience for them and cur custcmers.

*Adjusted operating profitis operating profit before amartisation of intangible assets, defined benefit scheme pensien costs and share based payments. Adjusted profit before
tax is profit before amartisation of intangible assets, debt issue casts, defined benefit scheme pension costs, fair value of derivatives and share basad paymenls. Adjusted
earnings per share is earnings per share belore amorlisalion of inlangible assels, debt issue costs, defined bene fit schema pension costs, fair value of dervalives and share
based payments, Nol dabt is bank loans and ovardrafts less cash and cash equivalants, Adjusted EBITDA is adjusted operating profit adding back deprociation, Whern

lika-far-like figures are included in this report, they are calculated en Lhe basis that acquired businesses have baen part of the Graug fram

January 2017 and closed arsold

businesses have been excluded fram the Group from 1 January 2017, See page 33 for reconciliations to alternative performance measures.
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Financial review

Group results

Turnover increasad by 4.0% to £4,880m compared to the
previous year (2017 £4,696m), with growth from used cars
and aftersales. Gross profit increased by 2.4% to £6516m
(2017 £504m). The gross margin of 10.6% was a similar
level to last year, despite higher levels of used car turnover,
which tends to dilute the margin.

Adjusted profit before tax of £67.3m reduced by 1.6%
{2017: £68.4m,). As referred to above, this includes the profit
of £77m (2017: £2.5m) from the sale of a property, which is
separately included in other operating income. Whilst gross
profitincreased by £11.4m, costs also increased in the year
by £20.4m due to inflationary pressures from payroll costs
{cost of living, workplace pensions and living wage) as well
as higher property costs in relation to rent, rates,
depreciation and energy as well as an increase in iT costs.
Considering the chaflenging trading conditions, further cost
saving initiatives were carried cut in the year to stabilise the
cost base although we will continue to experience the
impact of inflation on payroll costs,

Net interest costs increased by 13%, to £18.3m (2017
£16.3m), due 1o higher levels of working capital and
increases in the bank base rate in November 2017 and
August 2018. Interest on Group borrowings is based on
floating interest rates together with a historical interest rate
hedge from 10 years ago. This covered £20m of debt &t the
relatively high rate of interest, at 4.99%, and expired during
the year.

Key financial highlights are summarised below:

«  *Adjusted profit before tax for the year, including the
profit on the sale of a property of £7.7m, was
maintained at a similar level to the pricr year at £67.3m
(2017 £68.4m); '

= Profit before tax was £63.1m compared to a profit
befare tax in the previous year of £58.4m. This also
includes the cost of £3.4m which relates to a back dated
pension adjustment for GMP equalisation and is
explained in further detail in the section on pensians;

*  Profit after tax was £43.5m, a reduction of 9% (2017
£479m}; and

* Earnings per share reduced to 11.07p compared to
12.08p in the prior year and *Adjusted earnings per
share was stable at 14.68p (2017 14.57p)

We have continued to consider that adjusted profit before
tax is before amortisation of intangible assets as thisis
consistent with our previous financial reporting. However, we
have reviewed this and decided that in the future, it is more
appropriate to report adjusted profit befare tax o include
the amortisation of intangible assets. This practice will be
adopted in aur interim financial repart far the six manths
ending 30 June 2019,

Taxation .

The tax charge for the year of £8.6m (2017 £10.5m) reflects
a charge of 18% of profit before tax, which is slightly lower
than the standard rate of corporation tax for the year of
19%. This is due to an aver provision for corparation tax in
prior years as several tax issues refating to previous years
were agreed with HMRC.

Cash flow

Cash generated from operations for the year continued to
be strong at £79.4m and represented a small reduction over
the prior year (2017 £79.7m). Net working capital increased
by £10.1m, an impravement of £77m (2017 increase of
£17.8m). Stock decreased by £1.4m, debtors reduced by
£48.9m, and creditors reduced by £80.4m, These
rmaovements represented the movement in net working
capital,

Capital expenditure was £25.7m, a significant reduction
compared to last year (2017 £46.1m), with proceeds from
the sale of properties and dealership businesses of £36.1m
(2017: £8.0m), resulting in 2 net capital receipt of £9.4m
(2017: net expenditure of £38.1m). The majority of capital
expenditure was on new or improved premises for
dealerships and reflects cur ongoing commitment to
imgrove our retail environment, so they reflect modern and
state of the art facilities, as we have pravicusly reported. The
capital receipt of £35.1m reflects the sale of Group
properties that we had previcusly developed which were
sold as sale and leaseback transactions and produced a
profit of £77m.

Cash flow in 2018 included loan repayments of £14.6m
compared o £12.5m last year. A total of £13.7m (net of cash
acquired) was invested in the acquisitions of Pollendine
Motors (Frinton) Limited, the Jennings Group, and a further
£9.3m was returned to sharsholders as a resutt of the share
buy-hack pregramme in 2018,

*Adjusted operating prafit is operating prafit before amortisation of intangible assets, defined benefil scheme pension costs and share-based payments. Adjusted profit before
tax is profil before amortisation of intangible assets, debt issue cosls. defined benefit scheme pension costs, fair value of derivatives and share-based payments. Adjusted
earnings per share is eamings per share befare amoriisatien of intangible assels, deblissue casts. defined benelit scheme pensian cosls, fairvalue of derivatives and
share-based payments. Net debl is bank foans and averdrafts less cash and cash equivalents, Adjusted EBITDA is adjusted operating profit adding back depreciation, Whare
likg-for-like figures are Included in this report, they are calculated on the basis that acquired businesses have been part of the Group from 1 January 217 and closed or sold
businesses have been excluded from the Group fram 1 January 2017, See page 33 for reconciliations to alternative performance measures.
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Net debt reduced by £10.9m due 1o positive cash flow in the
year which resulted in net debt of £86.9m at 31 December
2018, compared to £97.8m at the start of the year. Net debt
is calculated as gross bank borrowings of £131.3m, less
cash balances of £44.4m.

Bank funding

Our bank facilities at the start of the year had aterm until
March 2020 and consisted of a term loan of £75m and a
revolving credit facility of £150m. Whilst the facilities had 15
months to run as at 31 December 2018, we considered it
prudent, given the uncertainty surrounding Brexit, to renew
our facilities at an earlier stage and a new facility was
arranged in December 2018. This consists of a revolving
credit facility of £250m arranged with five banks, (Bank of
Ireland, Barclays, HSBC, Lloyds and NatWest), with aterm to
March 2022 and an option to extend to March 2023. There
is also the potential to increase the facility up to an
additional £60m to fund future acquisitions.

Interest is charged on the facility at & margin of hetween
1.3% and 2.25% above LIBOR, depending on the ratio of
net bank debt to EBITDA, These facilities are subject to half
yearly covenant tests on interest cover and net bank debt to
EBITDA. The covenant tests are set at levels that should
provide sufficlent headroom and flexibility for the Group
until maturity of the facllifies.

At 31 December 2018, total facilities were £250m (2017
£295m) of which £86.9m, net of cash balances, was being
utilised, leaving unutilised facilities of £163,1m, The bank
facility, together with the Group's strong cperational cash
flow, indicate thatf the Group has sufficient facilities available
to fund its operations and allow for future expansion. At 31
December 2018, net debt to adjusted EBITDA was 0.88
compared to 0.95 last year. The Group's underlying
profitability and strong cash flow should resulf in further
reductions in borrowing in the future and help ensure that
the level of borrowing remains under control and is ata
reasonable level in relation to net assets.

Preperty portfolio

The Group has a policy of investing in freehold and long
leasehold property as the preferred means of providing
premises for our car dealerships, where possible. As a result,
we have a significant and valuable portfolie of freehold and
leng leasehold properties which is an important strength of
our business. The net book value at 31 December 2018 was
£309.3m cempared to £309.8m last year.

From % January 2019 we will be retrospectively adopting
the new accounting standard, IFRS 16: Leases, which
introduces a comprehensive model for the identification of
lease arrangements and accounting treatments for both
lessors and lessees. [FRS 16 will have a significant impact
on the way our property leases are included in the accounts,
where we will include an asset and a liability in the accounts
in respect of each lease. The annual cperating lease rental
will then be represented as depreciation and interest in the
income statement. Preliminary calculations indicate that for
the leases held at the year end the Group expects an
increase in gross assets of up to £100m and an increase in
gross liabilities of up to £120m. EBITDA is expected to
increase by up to £20m and operating profit is expected to
increase by up to £7.5m, However, these changes are not
expected 1o significantly impact on prefit before tax.

In addition, there is expectad to be limited financial impact
from the perspective of the Group as a lessor, as a result of
the new standard.

Dividends

In cur interim repart, we indicated that due to the
encouraging results and strong financial position of the
Group, the interim dividend would be increased by 5% to
1.48p per ordinary share and this was paid on 24 November
2018. We are now proposing a 5% fncrease in the final
dividend to 2.60p per share (2017 2.48p}, giving a total
dividend for the year ended 31 December 2018 of 4.08p
per share {2017: 3.89p), representing an annual increase of
B0,

The dividend has now increased by over 127% compared to
the dividend payable for the year ended 31 December
2010, when the Company re-commenced dividend
payments, and continues our progressive policy of
increasing the dividend provided there is satisfactory growth
in profitability. Total reserves avaitable for distribution are
£269.9m.

The increase in the total dividend this year recognises that
the dividend cover has risen significantly in recent years,
The Board maintains its view that the level of cover should
reduce over the medium term to a level of between 3.5 and
4.0 times. However, the Board will continue to review the
dividend paolicy in the light of the Company’s trading
performance whilst retaining sufficient cash flow to fund
future expansion in terms of both organic growth and
acquisitions.

*adjusted operating profit s operating profit before amortisation of intangible assets, defined benefit scheme pension costs and share-based payments. Adjusted peofil before
tax 1s profil before amortisation of intangible assets, debt issue costs, defined benefit scheme pension costs, fair value of derivatives and shae-based payments. Adjusted
earnings per share is earnings per share beflora amoriisation of intangible assets, debt issue casts, defined benefit scheme pension costs, air value of derivatives and
share-based paymants. Nei debl is bank loans and overdrafts less cash and cash equivalents. Adjusicd EBITDA is adiusted operating profit adding back deprecialion. Where
likg-for-like figures are included in this repert, they are calculated on the basis that acquired tusinesses have been part of the Group from 1 January 2017 and closad or sold
businesses have been excluded from the Group from 1 January 2017, See page 33 for reconciliations to alternative perfarmance measures.
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Financial review

The final dividend of 2.60p per share is subject to
shareholder approval at the Annual General Meeting and will
be payable on 5 June 2019. The ex-dividend date will he 25
April 2019 and the record date will be 26 April 2019. This
wilt represent a cash outflow of £10.1m, which gives a fotal
dividend for the year of £15.9m {2017: £15.4m). Dividends
paid in cash during the year were £15.6m, an increase of
4% compared to the previous year.

Pension schemes

The Group has three defined benefit pension schemes, The
Lookers Pension Plan, The Dutton Forshaw Pension Plan
and The Benfield Motor Group Pension Plan, All three
schemes are closed 1o entry for new members and closed 1o
future accrual. The asset values of the three pension
schemes decreased by £19.7m during the year due to the
adverse movements in global investments during the year,
and the valuation of the liabilities of the schemes reduced
by £14.6m. The pension schemss &also suffered a one-off
charge of £3.4m following a High Court ruling against
Lloyds Bank in Novernber 2018 to equalise guaranteed
minimum penslons between male and female participants, a
decision that is likely to affect most defined bhenefit pension
schemes in the UK,

As a result, the net deficit included in the balance sheet
increased by £6.1m in the year. Mowever, it is impartant to
appreciate that the assessment of valuation of the pension
schemes is based on several key assumptions prescribed by
accounting standards. As & rasult, the calculation which
estimates the potential Eabilities of the schemes can
increase or decrease the liabilities due to factors that have
nc relation or relevance to the trading results of the Group.

The impact of these factors is that the combined value of
the deficits of the three schemes increased in the year and
the total deficit after deferred tax is now £57.0m (2017:
£53.1m). Relatively small changes in the bases of valuation
can have a significant effect on the calculated deficif hence
the movement in the calculated deficit can be subject to
high levels of volatility. The Board continues to look at its
options to reduce bath the annual cost of operating both
schemes and what actions can be taken to reduce the
deficit on the schemes, thereby reducing exposure to
movements in these habiliies and reducing the deficit over
the medium and longer term.

Share buyback programme

In Mareh 2018 we announced a share buyback programme
of up to £10m of the Company’s ordinary shares, given the
sensible returns it would provide based on the share price at
that time. This was based on the Board's consideration of
the Group's capital structure and capital allocation priorities
in relation to the previously stated target range of net debt
to EBITDA of between 0.5 and 1.5, By 31 Dacember 2018,
the Company had purchased £8.3m of the Company's
ordinary shares and this completed the share buyback
programme, representing 2.3% of the Company’s share
capital at the start of the share buyback programme. The
Board has considered whether to operate a similar
programme this year and has decided that, given the
uncertainty surrounding Brexit, it would be prudent to retain
flexibility and review the situation as we progress through
the year.

*Adjusted aperating profit is operating profit bafore amartisation of imtangible assets, dafined benefit scheme pensian costs and share-based payments. Adjusted prafit before
tax is profit before amortisation of intangible assets, debtissue costs, dsfined benefit scheme pengion costs, fair value of derivatives and share-based payments, Adjusted
garnings per share is earnings per share before amarlisation of intangible assels, deblissus costs, defined benelit scheme pension costs, fair value of derivatives and
share-based paymenis. Net dabt fs bank loans and overdralts lass cash and cash equivalents. Adjusted EBITDA is adjusted operating profit adding back depraciation, Whare
like-for-like figures are included in this repart, they are calculated on (fe basis that acquired businesses have beon part of the Group from 1 January 2017 and closad or sold
businesses have been excluded from the Group from 1 January 2017, See page 33 for reconciliations to alternative performance measures.
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Financial review

Key Performance Indicators
The Group has a number of financial and non-financial key performance indicators (KPIs) to monitor the development of the
business against its strategic objectives and specific business risks. These include:

Financial KPl’s

Gross profit Gross profit as a percentage of revenue 2017:10.7% 2018: 10.6% 1,2,34,5,6,7
margin A percentage point change of 0.1%
compared to the prior year
Adjusted Operating profit adjusted for amortisation of intangible 2017:£82.9m 2018: £77.9m 1,2,3,4567
operating profit | assets, profit on sale of property, share based payment A decrease of £4.3m compared to the prior year
charges and defined benefit scheme pension costs .
Excluding property sales:
2017 £79.7m 2018: £70.2m
A decrease of £8.5m compared to the prior year
Adjusted profit Profit before tax adjusted for amortisation of intangible 207 £68.4m 2018: £67.3m 1,2,3.4567
before tax assets, debtissue costs, defined benefit scheme pension A decrease of £1.1m compared to the prior
costs, fair value of derivatives and share based payments year
Exctuding property sales:
2017: £65.9m 2018: £69.6m
A decreass of £6.3m compared to the prior
year
Adjusted The ratio of profit after tax adjusted for the net of tax effects | 2017:14.57p 2018: 14.68p 1,2,3,45,6/7
earnings per of intangible asssts, debt issue costs, defined benefit An increase of 07% compared 1o the prior year
share fnon- scheme pension costs, fair value of derivatives and share
diluted) based paymanits to the weighted average number of ordinary | Excluding property sales:
shares in issue during the financial year 2017 13.94p 2018 1272p
A decrease of B.B% compared to the prior year
Net debt and Net debt is defined as bank loans and overdrafts less cash | 2017: net debt £97.8m and ratio: 0.95 1,2.3.4567
ratio to adjusted [ and cash gqulvalents. Adjusted EBITDA is adjusted operating | 0018; net debt £86.9m and ratio: 0.88
EBITCA profit adding batk depreciation A decreass of £10.9m and 07 year on year
Excluding property sales:
2017: net debt £97.8m and ratio: 0.57
2018: net debt £86.9m and ratio: 0.86
A decrease of £10.9m and .1 yearonyear
Adiusted return | Adjusted retun on capital is defined as Adjusted profit 2017, 178% 2018:16.8% 1,234567
on capital before tax as a percentage of overall capital employed A percantage point change of 0.9%
campared to the pricr year
Excluding property sales:
2017 171% 2018: 14.9%
A percentage point change of 2.2%
compared to the pricr year

Non-financial KPI’s

ESEIE

MNumber of manufacturer | The number of dealerships operated by the Group and 2017: 155 dealerships
and dealerships and number of manufacturer brands we sell 32 manufacturer brands
brands 2018: 165 dealerships

392 manufacturer brands
Sales mix from new cars, | The split of new cars, used cars and aftersales asa 2017: Newcars — b2.7% 12,34
used cars and aftersales | percentage of total revenue in the financlal year Used cars — 36.3%

Aftersales — 11.0%

2018: New cars — 49.1%

Used cars - 38.7%

Aftersales — 11.2%
« UK new car market = Size of UK new car market 2017:2.54m 2018: 2.37Tm 1,2,34
« Share of UK new carretail | » Qur share of the market 2017 8.0% 2018: 6.2%
» Group new car sales * Number of new vehicles sold 2017:104,331  2018: 67641
« Group used car sales * Number of used vehicles sold 2017: 92,105 2018: 97709
Level of employee Best Companies BCI rating 2017: BClScore 6283 7
interaction 2018: BCiScore 643.6
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Alternative Performance Measures

The Group uses 2 number of Alternative Performance Measures {APMs) which are non-IFRS measures in establishing their financial
KPls in order to monitor the performance of its operatiocns. The Group believes these KPIs provide useful, histerical financial
information fo assist investors and other stakeholders o evaluate the performance of the business and are measures commonly
used by certain investors for evaluating the perfarmance of the Group. In particular, the Group uses KPls which reflect the
underlying performance on the basis that this provides a more relevant focus on the core business performance of the Group.

A reconciliation of the IFRS measures used in the Annual Report & Accounts to these APMs used for KFI menitoring is made below:

2018 2017
Adjusted operating profit and Adjusted EBITDA £m £m
Operating profit 736 774
Adjusted for:
Amortisation of intangible assets 56 b6
Profit on sale of property (77) 2.5)
Share based payments 17 17
Defined benefit pension costs 47 -
Adjusted operating profit 77.8 82.2
Adjusted for:
Depreciation 206 207
Adjusted EBITDA 98.5 102.8

Defined benefit pension costs include a one off charge of £3.4m in 2018 following a High Court ruling against Lioyds Bank in
November 2018 to equalise guaranteed minimum pensions betwean male and fermale participants, a decision that is likely to alfect
most defined benefit pensicn schames in the UK, The defined benefit pension cost has been separated in 2018 between net
interest on pension scheme ebligations of £1.7m and other defined banefit costs of £4.7m. Should the prior year numbers be
recognised with the same split, this would have led to £2.4m recognised in net interest on pension scheme obligations and £1.8m in
other defined benefits costs, howaver due to the immaterial nature, the balances have not been restated. Where like-for-like figures
are referred to in the Anmual Report & Accounts, they are calculated on the basis that acquired businesses have been part of the
Group from 1 January 2017 and closed or sold businesses have been excluded from the Group from 1 January 2017.

2018 2017
Adjusted profit before tax £m £m
Profit before tax - 631 58.4
Adjustedfor; } ' o B )
Amartisation of intangible assets 5.6 b6
Share based payments 17 177
Fair value of derivative instrument - {1.9)
Defined benefit pension costs 47 -
Net interest on pension scheme obligations 17 49
Debt issue costs G5 04
Adjusted profit before tax T - 673 68.4
Adjusted for: T - o T
Property sales B o A - {25)
Adjusted profit before tax excluding property sales ) 59.6 85.9
. 2018 2018 2017 2017
Adjusted EPS fm epsp £m eps p
Earnings atiributable to ordinary shareholders 435 1107 479 1206
Amortisation of mtanglble assets 56 140 b.6 140
Share based payments 17 043 1.7 043
Fair value of derivative instrument - - (1.9 (048
Net interest on pension scheme obligations 17 043 4.2 1.06
Defined benefit pension costs 47 119 - -
Debt issue costs 05 014 0.4 010
Adjusted EPS 577 1468 579 14 57
Property sa!es 3 R - N (77) (1 96) (2 5) (O 63)
Adjusted EPS excludlng property sales 50 0 12 72 55 4 13 94
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Risk overview and management

Principal risks

Appreciating that the operation of any business entalls an
element of risk, the Board maintains a policy of continuous
identification and review of risks which may cause the actual

future Group results to differ materially from those expected.

The tables aover pages 35 and 36 is an overview of the
principal risks and impact that could be faced by the Group
aligned to an indication of corresponding controls and
mitigating factors. These risks are not intended to represent
an exhaustive list of all potential risks and uncertainties, and
the factors outlined below should be considered in
conjunction with the Group's system for managing risk as
described below and in the Governance section of the
Annual Repart & Accounts.

Risk managernent and internal controls

Accountability

The Board is responsible for risk management and internal
control against the backdrop of fulfilling the Group's
objectives. The Board has established a system of contrel
that addresses the mitigation of business and operational
risks as well as the Group's financial reporting,

The system of internal contrel is designed to manage, rather
than eliminate the risk of failure to achleve business
objectives, and can only provide reasonable, and not
absolute, assurance against material misstatement or loss.
As at 31 December 2018, the Board have concluded that
there have been no significant internal control issues that
would give rise to a material impact on the Annual Report &
Accounts.

Financial reporting

The Executive Directors oversee the preparation of the
Group's annua! corporate plan; the Board reviews and
approves it and monitors actual performance against it on a
manthly basis. When deemed appropriate, revised forecasts
are prepared and presented for Board review and approval,
To ensure that information consofidated into the Group's
financial statements is in compliance with relevant
accounting standards and the Group's own accounting
policies, internal reporting data is reviewed regularly.

Under the scrutiny of the Audit and Risk Committes, reviews
of the appropriateness of the Group's own accounting
palicies take place each reporting period. The Audit and
Risk Committee considers reports from the Group's external
auditor, the application of IFRS and the reliability of the
Group's system of control of financial information.

During 2018 there have been enhancements in the Group's
internal controls over financial reporting which has led to
improvements in the speed of internal financial reporting
data being made availabie to the business. The Board
consider this to be an enhancement of the controls that
already existed under the previous internal reporting
process. In parallel to this, detailed consideration has also
been made regarding the application and impact of the new
IFRS standards which are relevant for this reporting peried.

The Board consider that there have been no other changes
that have occurred during the year which has, or is likely to

have, a material effect on the Group’s internal controls over
financial reporting.

Controls have been designed to ensure that the Group's
financial reporting presents a true and fair reflection of the
Group's financial position. As such, the Board have
concluded that the Group's systems of control over financial
reporting were effective, as at 31 December 2018.

Operational and other risks

The Board has the responsibility for identifying and
evaluating risks facing the Group’s businesses on a day-to-
cay basis and this is supparted by the Audit and Risk
Committee and Risk Committes via the internal audit
function. The internal audit function undertakes detailed
work on risk assessment and oversees the effective
implementation of any new measures desigred to mitigate or
meet any specific risks or threats. Results of their proceduraes
are communicated to the Audit and Risk Committee.

In December 2018 the Board commissicned an
independent review that indicated there were some control
issues in the sales process that are regulated activities and
will require an improvement plan to be produced and
implemented, which is now in progress.

Overview of principal risks

During 2018 the Board have undertaken a reassessment
exercise of the principal risks affecting the business and
have summarised these and how they link to our KPI
monitaring in the table on pages 35 and 38. These risks are
considered fo be those that could cause the greatest
damage if not effectively evatuated, understood and
managed.
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Strategic and business

+ Manufacturer and brand diversity

Implementing our business strategy
objectives is aligned to our value
creation plan. Failure to deliver
against these would result in a
reduced value proposition to
stakeholders

Relationship with manufacturers * Loss of revenue and
Any deterioration or failure from our | operating profit contributions * Varfed sales mix and revenue
vehicle manufacturers own financial, |+ Potential rationalisation channels
production, commercial influence, costs » Maintain and improve existing
distribution or marketing capabilities | = Reputationzl damage day-to-day business relationships
will have an effect cn our business » Business disraption with manufacturers
and operations and our ability to » Censideration of manufacturer
achieve our own business objectives influence in setting our own business
objectives and strategles
2. Delivery on our business strategy |+ Failure to aftract new * Acquisiticns and capital

manufacturers in specific
geographical territories

* Deterioration in stakeholder
relationships

expenditure generate acceptable
return on investment

+ Ensuring seamless retail
experience and customer
satisfaction scores

*  Maintain relationships with
stakeholders

Socio-Economic and Governmental

e et ! _

3. European and naticnal economic + |.oss of revenue and « Manufacturer and brand diversity
factors operating profit contributions » Varied sales mix and revenue
Any adverse effect following Brexit + Foreign exchange exposure | channels
and/or political instability, changes in Deterioration in value + Use of natural foreign exchange
the leve! of consumer credit and creation pfan hy matching currency payments
market confidence, fuel and interest | = Supply chain issues where appropriate
rate prices, foreign exchange rates * Relationships with manufacturers
and changes to Import duties and +  Ensuring seamless retail
processes will impact on the experience and customer
business satistaction scores

4. Legislative, regulatory and + Lossof revenue and +  Manufacturer and brand diversity
envirenmental changes operating profit contributions = Varied sales mix and revenue
Governmental legislative changes + Business disruption channels
coupled with regulatory (e.g. the Investment in people and internal
FCA) and environmental concerns process improvements
and compliance with laws and
regulations will impact the business
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Financial and operational

£ , o 5 i

B Debt funding and pension « Withdrawal of finance » Achieve optimal working capital
liabilities impacts operational productivity | efficiency and debt repayment
The Group is required to make = Potential rationalisation forecasting
repayment against its working costs « Open dialogue with syndicated
capital facilities and long-term loans | » Business disruption banks and new finance facility
in addition to managing funding * Deterioration in stakehclder | agreed
contributions to its defined benefit | relationships + Maintain relationships with
pension obligations pension trustees and delivery

against pension investment plan

8 IT systems failure and data * Loss of revenue and + Committed capital expenditure
security operating profit contributions » Successful and positive results
The Group relies heavily on its + Business disruption from Best Companies employee
underlying |T infrastructure bath *+ Reputational damage surveys
from a day-to-day operational * Ingreased capital + T contingency pians
perspective but also to generate reinvestment
timely management information
Failure to protect confidential or
sensitive data could result in
significant operational and
reputational damage

7. investmentin people + Business disruption * Investment in people and internal
Inability to attract, enhance, motivate |+ Reputational damage process improvements
and retain staff members *+ Delivery against strategic

business abjectives

The assessment of the likelihood, impact and crystallisation timing of the identified risks is shown in the graph below:

Impact

£ -} Within 6 months

Within 6-12 months

Over 12 months

High 4
Medium
Low
=
Low Medium High
Likelihood

The assessment of the likellhcod, impact and crystallisation timing is consistent with the prior year assessment with the
exception of risk 3 which has moved into the high likelihood, high impact and within 6 month category.

Strategic Review

36



Our strategy of having the right brands in the right locations
combined with exceilent operational executicn leaves us
well placed to continue to make good progress against our
goals, The Group has produced a resilient performance in
difficult market conditions with underlying growth across the
majority of the business, which demonstrates the resilience
of the Lookers business model.

Qur new car business has performed well in & challenging
market and whiist valumes are expectad to continue to
reduce, the market is forecast to remain at near historic high
levels and we are wel! positioned to continue to take market
share. We have also significantly increased our used car
volumes and profit, growing our share of this market and our
high margin aftersales business also continues to provide
oppartunities to increase hoth turnover and profit.

We continue to make significant investments to upgrade our
facilities and enhance our mutti-channel customer
experience. This, together with the broad base of our
franchise representation and our strong relationship with
our manufacturer partners, strengthens our position as a
feading UK automotive retail and aftersales service group.
This will enable us to achieve future growth over the medium
o long term.

The current political environment, Brexit and weaker
exchange rates create a degree of uncertainty in the UK
econamy, which is unhelpful. We also remain conscious of
consumer confidence levels and the Pound-Eure exchange
rate, both of which could have an impact on our business.
We therefore lock forward with a degree of caution and
continue to plan prudently for the business, mindfu! of these
external factors.

However, we have a strang balance sheet which continues
1o be strengthenad by operational cash flow with both net
debt and net debt to EBITDA being at relatively low levels,
We have recently renewed our bank facilities to provide
higher ievels of facility for an extended term, as well as
ensuring substantial headroom in these facilities, This
provides secure funding capacity and financial security to
grow the business through further strategic acquisitions at a
time when there continues to be significant consolidation
cpportunities within the sector. Qur record of successfully
integrating acquisitions and turning around performance is a
significant differentiator for Lookers.

The Group has made a good start to the current financial
year and our order boak for the delivery of new cars in the
important month of March continues to build in line with our
expectations. Qur used car volumes continue to show
growth and there are further opportunities in aftersales,

| would like to finfsh my review by thanking all my cclleagues
at Lookers for their hard work, commitment and dedication
to the Company and without whom we would not have been
able to yet again deliver another resitient set of results.

Andy Bruce, Chief Executive
17 April 2018
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Board of Directors

Executive Directors

Andy Bruce
Chief Executive Officer

Having studied business, mainly marketing, at Strathclyde
University, Andy began his career in the motor industry in
1986 as a graduate trainee at Land Rover. He advanced to a
number of dealer facing roles and eventually became Sales
Director for Land Rover in the UK Andy joined the Group in
2000 and was appointed to the Board in 2002, In March
2010 he was appointed as Managing Director of the Motor
Division and Chief Operating Officer in March 2013. Andy
became Group Chief Executive on 1st January 201 4.

Nigel McMinn
Chief Operating Officer

Nigel is a Chartered Accountant and, prior to joining
Lockers, held several senior positions; latterly as Chief
Exscutive of Benfield Motor Group, and previously with
Pendragon plc and Rag Vardy ple. He joined tha Group and
the Board in August 2013 as Managing Director of Lookers
Motor Division and was promeoted in 2017 to the pesition of
Chisf Operating Officer, which will see him focus on the
execution of the Company’s strategy.

Robin Gregson
Chief Financial Officer

Robin is a Chartered Accountant who started his career
and qualified with Deloitte. He has previously held senior
finance positions as Group Finance Director of CD Bramall
plc and Cardpoint plc. Robin joined the Group and the
Board in May 200¢ as Group Finance Director, 2 position
he has held since it was changed to Chief Financial Officer
in 2017, this was in recognition of his contribution to the
Company.
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Board of Directors

Non-Executive Directors

Phil White ¥
Chairman

Appointed in September 2008, Phil was  Appointed In June 2008, Tony was

Cnief Executive of National Express for
nearly 10 years until 2007 He is also
Chairman of The Unite Group plc and
Non Executive Director of VP ple.

AL
4

Sally Cabrini ¥4

Appointed in January 2016. Sally is
currently Transformation, IT and People
Director for interserve Plc. She was
previously Business Services Director at
United Utilities with responsibility for
infermation technology and human
resources. Prior to this, Sally held a
number of senior roles with Northern
Foods Pic.

Tony Bramall

Richard Walker *1¥2

Appointed in February 2014, Richard
was previously an Executive Director of
Talk Talk, Prior to Talk Talk's demerger
with Carphone Warehouse Group ple,
Richard spent 18 vears with the retailer
and held various positions including
Managing Director for Europs and
COO of the UK Business.

Chairman and Director of CD Bramall
plc until February 2004,

Stuart Counsell

Appointed in June 2017, Stuart hada
long and successful career with
Deloitte where he spent over 30 years,
during which time he held a variety of
senior management positions. As
Managing Partner Finance and [egal,
he was responsible Tor the financial and
legal aspects of a £2on professional
services business.

* Senior indegendent Diractor

T Mamber of the Audit and Risk Commitiee
¥ Membar of the Remureration Committee
A Member of the Nomnzation Commitiee
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Chairman’s statement on Corporate Governance

Compliance statement

Throughout 2018 the Company has been in compliance with
the provisions set aut in the 2016 Code. The Board of
Directors is collactively accountable to the Company's
shareholders for good corporate governance and is
committed to achieve compliance with the provisions of
corporate governance set out in the 2016 UK corporate
governance code issued by the Financial Reporting Council
{the "Code”).

In order to comply with the 2018 Code, steps are being taken
to recruit & new chairman and an additional Non-Executive
Director. The Board have reviewed the contents of this report
and consider the document, taken as a whole, to be fair,
balanced and understandable, and providing the infarmation
necessary for shareholders to assess the Company's positicn
and perfermance, business model and strategy. The basls for
this view is that all of the Directors are furnished with the
requisite information to perform their duties and are
provided access to key members of management as they
require, The Board meet regularly and are given adequate
time to probe, debate and challenge businass performance
as and when they consider it necessary to do so. The Board
has also discussed the detail of the financial resuits with the
Audit and Risk Committes and are safisfied they have been
prepared appropriately. Having gafned a thorough
understanding of the business each member has also had
the opportunity to raview and influence this report and as
such have concluded in line with the statement above.

The Board

The Board of Diractors at the start of the financial year
under review comprised three Executive Directers and six
Non-Executive Directors. R. 8. Walker, S. J. Cabrin] and
S.R.Counsell are considered to be indepandent Non-
Executive Directors, W, Holmes retired on 31 March 2018.

The Code requires a balance of Executive and Non-
Executive Directors such that no individual or small Group of
individuals can dominate the Board's decision-making
process. The number and quality of the Non-Executive
Directors on the Board, with their combination of diverse
backgrounds and expertise, ensures this principle is met.

The Board has a documented schedule of matters reserved

for its decision which includes the following:

+  agreeing objectives, policies and strategies, and
manitoring the performance of the Executive
management;

= approval of the Group's strategic plans and business
plans;

- approval of annual and interim results;

* deciding on major changes in organisation and the
shape of the Group, including entry into new fields of
operation and departure from thase which are no longer
considered to be appropriate; and

+ approving major individua! capital projects.

The Chairman takes responsibility for ensuring the Directors
receive accurate, timely and clear information. Monthly
financial information is provided 1o the Directors. Regular
and ad hoc reports and presentations are circulated, with all
Board and committee papers being issued in advance of
mestings by the Company Secretary. In addition to formal
Board meetings, the Chairman maintains regular contact
with the Chisf Executive and the other Directors to discuss
specific issugs. In furtherance of their duties, the Directors
have full access 1o the services of the Company Secretary
and may take independent professional advice at the
Company's expense.

The Chairman believes that given the experience and skills
of its particular Directors, the dentification of general
tralning needs is hest left to the individuals discretion. If any
particular development need Is identified through the
Board's formal appraisal process or by an individual Director,
the Company makes the necessary resourcas available. The
Chairman takes overall responsibility for the Directors’
training.

Director roles

P. M. White is the Non-Executive Chairman and A. C, Bruce
is the Chief Executive Officer. The Chairman leads the Board
and the Chief Executive Officer manages the Group and
implements the strategy and policies adopted by the Board.
The division of responsibliities between the role of Chairman
and Chief Executive Officer has been set out in writing.

R. 5. Walker was the Senior Independent Director throughout
the year, it is his primary responsibility to provide a
communication channel between the Chairman and the
Non-Executive Directors and 1o ensure that the views of
each Non-Executive Director are given due consideration.
The Company Secretary would minute any unresolived
concerns expressed by any Director,

The Company maintains appropriate Directors' and Officers’
insurance in respect of iegal action against its Directors.

Governance
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Chairman’s Statement on Corporate Governance

Attendance at meetings

The following table shows the attendance of Directors at regular Board meetings and at meetings of the Audit,

Remuneration and Nomination Committees.
Scheduled meetings held in 2018

Board Audit Remuneration Nomination

Number held 10 3 2 1
Number attended

D.C. A Bramall 9 i 1* -
A. C. Bruce 10 o 1 -
S.J. Cabrini 10 3 o 1
5. R. Counsell 10 3 2 -
R. A. Gregson 10 3* 1* -
W, Holmas** 2 1 2 -
R.S. Walker 10 3 2 1
N. J. McMinn 10 - - -
P M. White 10 3* 2 i

*in attendance by invitation of the Committee for all or part of the meeting.
** W, Holmes retired in 2018 hence limiting his attendance at Board and Committee meetings.

Accountability and audit

Going concern

After making enquiries, the Diractors have formed a
judgemant, at the time of approving the financial statements,
ihat there Is a reasonable expectation that the Group has
adequale resources to continue in operational existence for
the foreseeable future, in forming this view, the Directors have
reviewed trading and cash flow forecasts and have also taken
into censideration that the Group’s banking facllities remain
avaflable to them and are appropriate given the Group’s
current trading, medium-term plans and conditions in the
gtobal econorny. For this reason the Directors continue to
adopt the going concern basis In preparing the financial
statements,

Further details surrounding the Directors' rationale regarding
the going concern assumption are included in the Principal
Accounting Policies section.

Risk management and internal control

How risk is managed

The Board and the Board’s sub committees each operate to a.
set meeting agenda which ensures that all relevant risks are
identified and addressed by appropriate controls. The Board
and the Board's sub commitiees review management
information which helps prescribe cperating controls and
menitor performance against strategy and business plans.

The Non-Executive Directors have a particular responsibility
for monitoring financial and performance reporting, and to
ensure that progress is being made towards the Group's
strategic goals. The Beoard's responsibilities also include
assessing the effectiveness of internal controls and the
management of risk.

Review of risks during the year

The Board has considered all strategic matters, received key
performance information on operating, financial and
compliance matters and reviewead the results of
corresponding controls and risk management. The Audit and
Risk Committee pravides the Board with timely information
and reports on &l relevant aspects of risk and corresponding
controls. The Board reviews all key Group policies and ensures
all matters of internal contro! receive adequate Board scrutiny
and debate.

At Board meetings, and informally via the Chairman, afl
Directors have the opportunity to raise matters of particular
concern to them. There are no unresolved concerns in 2018,

Tha Board considers that the Group's systems provide
information which is adequate to permit the identification of
key risks to its business and the proper assessment and
mitigation of those risks. Based on the Audit and Risk
Committee's work, the Board has performed a high-tevel risk
assessment, to ensure that i) the principal risks and
uncertainties facing the Group's business have been identified
and assessed, taking into account any adaptations made to
the Group’s business strategies; (ji) that appropriate mitigation
is in place, and (i} any updates or amendments to the Group's
risk management policies are made and communicated to alt
members of staff.
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Chairman’s Statement on Corporate Governance

Identifying, evaluating and managing risks

There is a process ongoing throughout the year for identifying,
evaluating and managing the significant risks faced by the
Group. This includes considerations over the identification of
emerging risks. Progression is being made to embed internal
control and risk management further into the operations of
the businesses and to deat with areas of improvement which
come to the management’s and the Board's attention.

There has been continued development of the Group's review
of business risks through the Risk Committee, which meets on
aregular basis to review operational and business risks as wall
as the conirols and mitigating factors that reduce these risks.
The Risk Committee reports via the Non-Executive Directors
to the Audit and Risk Committee.

The Board acknowledges thaf any actions i considers
necessary have been or are being taken to remedy any such
fallings and weaknesses that it has determined to be
significant from its review of the system of internal control.
This has involved considering the matters reperted to it and
developing plans and programmes that it considers are
reasonabie in the circumstarces.

The Directors acknowledge that they are responsible for the
Group's system of internal contral, for setting policy on internal
control and for reviewing the effectiveness of internal control.
The role of management is to implement Board policies on
risk and control.

information and support

To ensure that the Board's decisions are fully informed and
debated, the chairman ensures that the Beard's business
agenda is set timely to allow appropriately detailed information
to be circulated to all Directors befare meetings. The
Cormpany Secretary facilitates the flow of infermation within
the Board, attends all Board meetings and is responsible for
advising the Board and its committees, through their
raspective chairmen, on corporate governance and matters of
procedure,

All Directors have access to support from the Company
Secretary on matiers of procedure, Jaw and governance ard in
relation to their own induction and professional develepment
as Board members.

All Directors are entitled to take independent advice at the
Company’s expense, and to have the Company and other
Board members provide the information required to enable
them 1o make informed judgements and discharge their duties
effectively.

Establishing risk management and internal controls
Accountability

The Board is responsible for risk management and internal
control against the backdrop of fulfilling the Group’s
objectives, The Board has establishecd a system of control that
addresses the mitigation of business and operational risks as
well as the Group's financial reporting.

The system of internal control is designed to manage, rather
than eliminate the risk of failure fo achieve business
objectives, and can only provide reasonable, and not absolute,
gssurance against material misstaterzent ar loss. [n December
2018 the Board commissioned an independent review of the
Group's internal control, risk assurance systems and internal
audit. The review will be completed and agreed actions
implemented during 2018,

Financial reporting

The Executive Directors oversee the preparation of the
Group's annual corporate plan; the Board reviews and
approves it and monlftors actual performance againstiton a
menthly basis. When deemed appropriate, revised foracasts
are prepared and preserted for Board review and approval. To
ensure that information consolidated into the Group's financial
staterments is in compliance with refevant accounting
standards and the Group’s own accounting policies, internal
reporting data is reviewed regularly.

Under the scrutiny of the Audit and Risk Committee, reviews
of the appropriatenass of the Group's own accounting policies
teke place each reporting period. The Audit and Risk
Committee considers reports from the Group's external
auditor, the application of Accounting Standards and the
reliability of the Group's system of control of financial
information,

During 2018 there have been enhancements in the Group'’s
internal controls over financial reporting which has led to
improvements in the speed of internal financlal reporting data
being made available to the business. The Board consider this
to be an enhancement of the controls that already existed
under the previcus internal reporting process. in parallel to
this, detailed consideration has also been made regarding the
application and impact of the new Accounting Standards
which are relevant for this reporting peried.

The Board consider that there have been no other changes
that have occurred during the year which has, or is likely to
have, a material effect on the Group's internal controls over
financial reporting.

Controls have been designed to ensure that the Group’s
financial reporting presents & true and fair reflection of the
Group’s financial position. As such, as at 31 December 2018,
the Board have concluded that the Group's systems of control
over financial reporting were effective.
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Chairman’s Statement on Corporate Governance

Operational and other risks

The Board has the responsibility for identifying and evaluating
risks facing the Group's businesses on a day-to-day basis and
this is supperted by the Audit and Risk Committee via the
internal audit function,

The internal audit function undertakes detailed work on risk
assessment and oversees the effective implementation of any
new measures designed to mitigate or meet any specific risks
or threats, Resufts of their procedures are communicated to
the Audit and Risk Committee.

The Board and any of its committees is able to rafer specific
risks to the internal audit function for evaluation and for
controls to be designed or modified. Any design or
modification of controls is made in consultation with
cperational managemsant. The Executive Directors are
responsible for communicating and impiementing rmitigating
controls and operating suftable systems.

The internal audit function continues to monitor and review
tha Group's anti-bribery controls, including the development
of e-learning, gifts and hospitality training, Consumer Rights
Act 2015 tralning, Modern Slavery Act 2015 awareness and
further initiatives to reduce incidences of theft and fraud.

Materiality

The financial statermnents alm to provide a fair, balanced and

undarstandahle assessment of the Group’s business mods/,

strategy, performance and prospacts in relation to material

financial, economic, soclal, environmental and governance

issues. The material focus areas have been determined

considering the following:

+  Specific guantitative and qualitative criteria

«  Matters critical in relation to achieving strategic
objectives

+  Principal risks identified in {he risk management
process

»  Feedback from key stakeholders during the course of
the year

Internal control

The Code requires the Company to maintain a sound system
of internal control to safeguard shareholders’ investment
and the Company's assets. The Board must review the
effectiveness of the system at least once a year, covering all
material controls, including financial, operational and
compliance controls and risk management systems, and
report to shareholders that it has done so. The Turnbull
Report, adopted by the UK Listing Autherity, provides
guidance for compliance with that part of the Code.

The Board conflirms that there is an ongoing process for
identifying, evaluating and managing the significant risks
faced by the Company. Steps are being taken tc embed
internal control and risk management further into the
operations of the businesses and to deal with areas of
improvement which come to the management’s and the
Board's attention.

The process has been in place throughout the year and up to
the date of approval of the Annual Report & Accourts, ltis
regularly reviewed by the Board and accerds with the
guidelines set out in the FRC'S Guidance on Risk
Management, internal control and related financial and
business reporting.

The Board confirms that the actions it considers necessary
have been or are belng taken to remedy such failings and
weaknessas that it has determined 1o be significant from its
raview of the system of internal contrel. This has invelved
considering the matters reported to it and developing pians
and programmes that it considers are reasonable in the
circumstances. The Directors acknowledge that they are
responsible far the Group's system of internal control, for
setling policy en internal control and for reviewing the
effectiveness of internal control. The role of management is to
implement Board policies on risk and contral.

The systam of internal contral is designed to manage rather
than eliminate the risk of failure to achieve busingss
objectives, and can only provide reasonable, and not absolute,
assurance against material misstatement or loss. As at 31
Dacember 2018, notwithstanding the control findings that
have been identified int response to the independent review
that was commissionad as highlighted on page 486, the Board
have concluded that there have been no significant internal
control issues that would give rise to a material impact on the
Anrua) Report & Accounts.

The Group has an internal audit function that reports to the
Audit and Risk Committee. Detailed control procedures exist
throughout the operations of the Group and compliance is
monitored by management, internal auditors, and, to the
extent that they consider necessary to suppaort their audit
report, the external auditor.

The board confirms it has performad its annual review of the
sffectiveness of internal control. The Board has concluded
that, as at 31 December 2018, the Group’s systems of contral
over financial reporting were effective.
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Chairman’s Statement on Corporate Governance

Relations with shareholders

The Compary places considerable importance on
communications with shareholders and responds to them on a
wide range of issues. It has an ongeing programme of
dialogue and meetings with major institutional shareholders,
where a wide range of relevant issues including strateqy,
performance, management and gavernance are discussed.
The Chairman makes himself available to meet any major
shareholder, as required.

All Company announcements are posted on our website
wwwi.lookerspic.com as soon as they are released. Qur
webisite contains a dedicated investor relations section,
www.iookarsplc.com, with an archive of past announcements
and presentations, historical financial performance, share
prics data and a calendar of events,

The principal communicaticn with private investors is

through the Annual Report & Accounts, the interim Report and
the Annual Genera! Mesting. A presentation is made at the
Annual General Maeting fo facilitate greater awareness of the
Group's activities.

Shareholders are given the opportunity to ask questions of
the Board and of the Chairman of each Board Cemmittee and
to meet the Directors Informally after the meeting, Separate
resolutions are proposed for each item of business and the
"for’, "against’ and *vote withheld' proxy votes cast in respect of
each resolution proposed at the Meeting are counted and
announced after the shareholders present have voted on each
resalution. Notice of the Annual General Mesting is posted to
shareholders at least twenty one days before the date of the
Annual General Meeting.

Diversity

We are an equal opportunities employer with comprehensive
policies that ensure all employees, custemers, or third parties
can enjoy an environment free from discrimination,
victimisations, and harassment based on any cr all protected
characteristics. We are committed to policies that address any
incidents where we have under-represented groups within our
population, and to eradicating discrepancies in remuneration.
Our continued objective is to reflect our customers, and the
communitias within which our business operates. We strive for
an environment that is inclusive, respectful, and nurtures all
regardless of difference.

In 2018 we have been externally recognised for our progress
on inclusion and Diversity. We moved up 30 places on The
Stonewall Werkplace Equality Index and achieved finalist
status in the Annua! Apprentice Conference (AAC) awards for
‘Diversity Apprenticeship Award 2018

Culture

We acknowledge that our culture plays a fundamental role in
underpinning the delivery of business strategy and that the
Board is ultimately responsible for ensuring that our activities
refiact the culture we wish to instif in our colleagues and other
stakehoiders. Cutture is not something that is easily measured,
moreaver it is a set of drivers which set the tone for our
behaviours as inglviduals, within teams and with our multiple
stakeholders,

Adapting to develcpments in regulation affecting the motor
retail industry and the fast pace of change of customer
demands and behaviours, is a key challenge and an important
pricrity for the Group. In December 2018 the Board
commissioned an independent revisw that indicated there
were some control issues In the sales process concerning our
regulated activities and which will require an Improvement
plan to be produced and implemented, which s now in
progress. This may result in changes to the Group’s operating
model to ensure that the business is in a strong position to
meet current and future cenduct requirements, including the
Senior Managers and Certification Regime which is extended
to FCA sole regulated firms later this year.

The Board is committed to promoting a strong and positive

culture and upholding cur well-established core values that
underline how we run our business. At the Board, thereis a

clear emphasis on setting the tone from the top and leading
by example,

In 2019 we have commenced with the implementation of a
formal workforce engagement mechanism and have
designated Sally Cabrini to act as the Board spokesperson to
ensure that employee matters are regularly consulted upon
and that matters such as financial and economic factors
affecting the Group are appropriately filtered down to all staff
members. Further considerations over the employee
interaction initiatives undertaken by the Board in 2018 are
given on page 52.

In 2018 we launched the ‘Lookers is for Everyone’ campaign P~ M. White
aiming to identify and celebrate the diversity within the Group,  Chairman
Fronted by the CEQ, we showcase and celebrate the diverse 17 April 2019
waorkforce within our organisation, It is mandatory for all
Lookers employees to complete e-fearning on diversity and
equality every calendar year. New starters and Line Managers
undertake additional learning on cur values, and inclusive
policies.
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46



Report from the Chairman of the Nomination Committee

Dear Sharehclder

The Nomination Committee comprises P. M, White (chair), 5. J.
Cabrini and R. 5. Walker. The Committee reviews the size, structure
and compasition of the Board and Committees and makes

recommendations to the Board with regard to any changes that are -

considered necessary. The Committee alsc reviews the time
required of Non-Executive Directors.

The Nomination Committee is responsible for assisting the Board in
ine formal selection and appointment of Directors fincluding
Non-Executive Directars) and considers succession planning for the
Board. In considering an appointment, the Nomination Committee
evaluates the balance of skills, knowledge and experience cf the
Board and prepares a description of the role and capabilities
required for a particular appeintment. In identifying suitable
candidates, spen advertising or external search agencies will be
used by the Committes, where appropriate. It also considers
potential candidates and recommends appointments of new
Directors to the Board. The appeointments are based on merit and
made against objective criteria including the time available and
commitment which will be required of the potertial Director,

The Comnmittee has the power to employ the services of such
advisors as it deems necessary in order to carry out its
responsibilties and may retain appropriate Executive search
consultants having preparad a job specification for the role.

The UK Corporate Governance Code Includes a recommendation
that boards should consider the benefits of diversity, including
gender, when making board appointments. The Board recognises
the Importance of gender balance and considers this issue among
the wider issues of diversity where the most impertant requirement
is to ensure that there is an appropriate range of experience,
balance of skills and background on the Board.

Evaluation of Board performance

A formal independent evaluation exercise in relation to the Board
and its Committees was undertaken in 2018 by Aretai Consulting
Limited (which has ne other connection with the Company). This
considered the balance of skills, experience, independence and
knowledge of the Company on the Board, its diversity including
gander, how the board works together as g uni, and other factors
relevant to its effectiveness.

The results of that evaluation indicated that the Board {and its
Committees), generally, operated effectively. Certain
recommendations were made zas a result of this evaluation and
these have been of will be subsequently implemented, A follow-up
external evaluation will be performed in 2013 and an internal Board
evaluation was carried out in 2018.

The evaluation of the effectiveness of individual Directors was, in
the case of the Non-Executive Directors, carried out by the
Chairman and, in the case of the Chairmman, by the Non-Executive
Directors, in each case taking account of the views of the Executive
Directors.

The evaluation of the effectiveness of the Executive Directors was
carried out as part of the annual appraisal procedure by the Chief
Executive in the case of the other Executive Directors and by the
Chairman in the case of the Chief Executive Officer

Appointment and selection of Directors
Appointments

The Code requires there to be a formal, rigorous and fransparent
procedure for the appointment of appropriate new Directors, which
should be made on merit and against objective criteria, The Board
has an established Nominations Committee for this purpose and its
terms of reference are available from the Company Secretary. The
Board approves the appolntment and remaval of Directors,

The Board is aware of the other commitments of its Non-Executive
Directors and is satisfied that these do not conilict with their duties

as Non-Executive Directors of the Company.

The service contracts of Executive Directors and the letters of
appeintment of Non-Executive Directors are available for inspection

" at the Company's registered office during norma! busmess hours
and at the Annual General Mesting.

Diractars recéive induction on their appozntment to the Boarci as
appropriate, covering matters such as the operatmn and activities of
the Group (including key financial and business risks to the Group's

_ activities), the role of the Board and the matters reserved for its
decision, the tasks and membership of the principal Board
Committees, the powers delegated to those Committees, the
Board's governance pelicies and practices, and the Group's latest

- financial information. The training and induction process for
Directors takes into account the development of the Group and

. appiicable governance standards. Major shareholders are offered

_ the opportunity to meet new Diractors as any appomtments are
made.

The réquiremant to propose irectors for re-appomtment at regu ar
intervals is mét by requiring that af all Directors are to seek re-
eppointient at each Annual Genieral Meeting, ’

In accordance with the Code, each new Non-Executive Director is
appolnted for a specified term, being an initial period from
appointmeant 1o the next Annual General Meeting where they will be
subject to re-eppointment at that meeting, There is a general
assumption onthe part of the Board that independent Non-
Executive Directors will not normally be invited to stand for re~
appointment after serving six years,

Recruitment and succession planning

It is the belief of the Nomination Committee that succession
planning and recruitment should mirror the changing strategic
needs and objectives of the Group as it aims to deliver on its long
term strategy and It is an Important factor in developing a strong
corperate cufture and development of the “tone from the top”,

To this end we are committed in the progression of achieving
diversity in its widest sense in the composition of the Board and
Senior Management. The Group has developed policies which have
been designed to positively support the development opportunities
for key Individuals regardless of gendar, ethnicity or sacial
background.

The 2018 Corporate Governance Code includes a recommendation
that the Chairman of the Board should not have a tenure in excess
of Byears. This is a new recommendation which has an impact on
L_ookers as | have been Chairman for over 12 years, As a result,
during early 2019, the Committee commenced the recruitment
process for a new Board Chair and an additional Non-Executive
Director. The brief has been developed to ensure that the
commitments to our inclusivity and diversity objectives both ata
Board and Senior Management level are upheld and balanced with
the requirement for a balanced “fit” with the existing Board
members. The appointment of an external agency to support the
process is underway.

The Committee has also engaged with ongoing initiatives in the
business as a whole 1o improve diversity ratios and gender balance,
through meetings and discussions with management, monftoring
progress and ensuring these principles are followed in any briefs
provided to third party consultants. The recruitment process is
ongoing, and we expect 1o conclude on the selections and make an
announcement within the next 12 months. At this point | expect to
step down as Chair and my replacement will fake office.

P. M. White
Chairman
17 April 2013

Loolkers ple Annual Report & Accounts 2018

47



Viability Statement

In accordance with provision C.2,2 of the UK Corporate
Governance Code, published by the Financial Reporting
Council in September 2014 [the 'Code’), the Directors have
assessed the viability of the Company over the three-year
period to 31 December 2021.

The Directors believe this pericd to be appropriate as:

i} The Group's detailed plan encompasses this peried, and;

il  We typically iock to ebtain a revolving credit fagility for
at least three years.

The three-year strategic review considers the Group’s profit
and loss, cash flows, debt and cther key financial ratios over
the period including comgliance with existing covenant
arrangemants. These metrics are subject to sensitivity
analysis which involves modifying one or more of the main
assumptions underpinning the base forecast.

These represent stresses which include the following
potential scenarios:

5% reduction in sales and variable direct costs

109 reduction in sales and 5% reduction in variable
direct costs

10% reduction in sales, 5% reduction in variable direct
costs and 5% reduction in gross margin

Where appropriate, this analysis is carried out to evaluate the
potential impact of the Group’s principal risks actually
occurring. The three-year review also makes certain
assumptions about the use of capital and associated return
thereon and considers whether additional financing facitities
witl be required.

This analysis has been supplemented by the considerations
over principal risks and uncertainties that may affect the
business coupled with the mitigating controls that the Group
has established.

The principal risks and the mitigation steps that the Board
considered as part of this viability statement were as follows:
«  Any adverse effect following Brexit and the associated
potential for political instability, changes in the level of
consumer credit and/or market confidence. This is
mitigated by continued delivery of our business strategy
and maintaining the diversity in our manufacturers and
brands as well as our sales mix and revenue channels.

Repayment of external working capital facilities and
long-term foans. This is mitigated by achieving optimal
working capital efficiency and debt repayment
forecasting and ensuring an open dialogue with
syndicated banks is maintained,

Based on the results of this analysis and the assessment of
risks and associated controls, the Directors have a
reasonable expectation that the Group wil! be able to
contlinue in operation, comply with facility covenants and
meet its liabilities as they fall due over the three-year peried
of their assessment,

During 2018, the Board carried out a robust assessment of
the principal risks facing the Group, including those that
would threaten its business model, future performance,
solvency or fiquidity. The Directors believe that the Group is
well placed to manage its business risks successfully, having
taken into account the current economic outlook.

Accordingly, the Board believes that, taking into account the
Group's current position, and subject to the principal risks
faced by the business, the Group will be able to continue in
operation and to mest its liabilities as they fall due for the
pericd up to 31 December 2021,

The directors have also considerad viability for a longer
pericd of time which could be considered to be
commensurate with average investment horizons that might
be appropriate tc sharshalders,

There are clearly several developments in the wider
automotive sector in terms of the influence of new
technelogy, electric cars or difterent ways of owning or
paying for cars. We acknowledge that these factors could
affect the business mode! of the Company in the future,
Howsver, independent research indicates that there should
still be a meaningful business for car dealerships inthe
future, as there will still be a need for car dealerships to fulfill
the role of the distributor between the manufacturer and the
customer. This fuffiliment role will continue to provide advice
and assistance to the customer in their choice of model and
the options that may be appropriate as well as deafing with
the part exchange and providing finance for the fransaction.
There is also the important role of aftersales to service and
repair the vehicles which is likely fo remain with the car
dealership. We therefore believe that the current business
medel will continue to be viable, albeit with some
modificatians, over the longer term and regardless of the
powertrain that may be the choice of the consumer.
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Report from the Chairman of the Audit and Risk Committee

Report from the Chairman of the Audit and Risk
Commitiee

Dear Shareholder

The Committee comprises Stuart Counsell (chair) Richard Walker
and Sally Cabrini. The Committee members have, through their
previous and current business activities, broad cormmercial
experience and significant experience in financial matters,
Committee member biographies are set out on page 41.

The full Cemmittee met formally three times during 2018. Each
meeting was attended by the Chairman of the Board, the Chief
Financiat Officer and the Head of Internal Audit. The external
audit partner and members of his team also attended every
meeting.

There is regular dialogue betwaen Commitiee members and
the external auditors, the Chief Financial Officer and the Head
of Internal Audit.

Key responsibliities

* Revlew the integrity of the financia! statements and results
announcements

*  Review and assess the Group's framework for effective
financlal reporting, internal control and risk assurance

+  QOversee the external auditor relationship including
appointment, remuneration, independence and
effectiveness

+  Review the scope of work and effectivenass of internal
audit

«  Monttor the work of the Risk sub committee

« Considerthe appropriateness of the Beard's going concemn
and viability statements

*  Review of the Interim Report and the Annual Report &
Accounts to ensure they are fair, balanced and
understandable

»  Evaluation of the effectiveness of the Audit and Risk
Committes

Risk management and internal control
The Committee’s work addressed the following areas:

Internal audit

The Committee recsived regular reports from internal audit
during the year detailing the scope and extent of their work.
The Head of Internal Audit attends Committee mestings and
presents the results and gradings of dealership visits together
with fraud register updates.

A member of the Committee attends the quarterly meetings of
the Risk sub committee which is chaired by the Chief Financial
Officer. This Group receives reports from individuals
responsible for specific risk areas and monitors their progress
in identifying and responding to risk. These reports, which in
2018 included cyber risk and compliance, update the Group-
wide risk register which is reviewed by the Committee and
periodically by the main Board.

IT systems
The Committee received update presentations on T

performance, controls, and systems integration from both the
Head of IT and the external auditors. KPMG were appointed
during the year o review the structure of the IT department.
Their report and recommendations are currently under
consideration.

Other risk matters

The potential impact of Brexit on Group operations is monitored
on a regular basis. Specific references are set out in the Annual
Report & Accounts as follows:

+  Financial review (pages 29 and 30}

»  Risk overview and management {pages 34 to 36)
= \Viability statement (page 48)

*  Goodwill note (page 100)

There are regular reports at Board level detaiiing customer
gcomplaints and outcomes and health and safety performance
data.

Whistleblowing

The Group's arrangements for reporting by employees of
concerns apout possible improprieties in financial reporting or
other matters are set cut in the Employee Handbook. The
Committee considers thers is a well defined procedure for the
reporting of concerns,

Independent review

In December 2018 the Board commissioned an independant
review of the Group's internal control, risk assurance systems
and internal audit following the receipt of a report indicating
some administrative control findings in some areas of the
business subject to FCA regulation. The review will be
completed and agreed actions implemented during 2019,

Evaluation of Committee performance

An independent evaluation of the Board and its Comimitiees
was undertaken in 2016 by Aretai Consulting Limited. A further
independent evaluation will be performed in 2018,

External audit

The successful review of auditor effectiveness inciuded:

+  Assessment of the experience and quality of the audit
team

*  Consideration of their audit plan and risk assessment

+  Monitoring execution of the audit plan

+  Assessing the quality of reporting, adherence to
professional standards and approach to significant issues

We are also satisfied that the external auditor is independent

after considering their independence statement and

considering the level and type of non-audit services provided,

Following the retirement of the previcus audit partner, a new

audit partner, Christopher Robertson, assumed responsibility

for tha 2018 audit. We are satisfied he has appropriate

experience and sector knowledge,

Deloitte have been the Group's external auditors since their
appointment for the year ending 31 December 20086 and this is
their 13th successive year, A formal re-tendering process was
\ast undertaken in the financial year ending 31 December 2016.
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Report from the Chairman of the Audit and Risk Committee

Financial reporting and significant judgement areas

The Committee reviews the financial statements and assesses
whether suitable accounting policies have been adopted and
whether management have made appropriate estimates and
judgements.

The Committee reviews accounting papers prepared by
management which address these critical judgement areas and
key accounting issues and is satisfied that the accounting
policies, estimates and judgements adopted by managsment
are reasonable and appropriate.

The Committee review management's papers and consider the
appropriateness of the treatments proposed, taking into
account input from the external avditors.

Goodwill and intangibles (Key estimate page 84 and notes 8
and 9 o the financial statements)

We considered management's impairment review of the
Group's goodwill and intangible assats. This involved reviewing
future cash flows and the significant assumptions used to
assess impairment including appropriate discount and long
term growth rates. Following our review, we are satisfied that
the impairment assessment supports the carrying value of the
underlying assets concerned and that the sensitivity analysis
disclosures are appropriate.

Inventories (Key estimate page 84 and note 12 to the financial
staterments)

The valuation of inventories is a critical issue and represents a
significant companent of the consolidated balance sheet.
Specific consideration was given o a review of the accuracy of
inventory provisicning particularly used vehicles which can
fluctuate as a result of market factors and vehicle condition.

The inventory provisions were calculated on a basis consistent
with the Group accounting policy which has been applied
consistently year on year. We reviewed management's
assessment of the overall level of inventory pravisioning and
concluded that the factors and judgements applied in
determining the provisicns were appropriate,

Commaercial income

A substantial proportion of the Company’s profitability is
dependent on the receipt of commercial income from
manufacturer partrers. The principal risk relates to recognition
and recoverability. The Committee considered this risk and the
controls over it with management so as to be satisfied that the
income recognised is not materially mis stated.

Pensions {(Key estimate page 84 and note 21 to the financial
statemnents)
The Group operates three defined benefit schemes, two of

Going concern and viabifity statement

The Committee performed a detaited review of the Group's
financiat projections, facilities and covenants covering the three
year viability assessment period to 31 December 2021. The
Committes considered different scenarios prepared by
management which take into account the principal risks faced
by the business.

Following our review and discussions with management the
Commitiee supports the appropriateness of the going concern
assumption and the viability statement set out in the Chairman's
Statement an Corporate Governance on pages 43 and 48 of
the Annual Report & Accounts.

Non audit services

The external auditor is precluded from engaging in non-audit
services that would compromise their independence or
objectivity or contravene any laws or regulations affecting thelr
appointment as external auditors. Audit Committes approvalis
required prior to awarding non audit contracts above 2
de-minimus amount of £10,000,

Non audit fees of £20,000 (2017 £20,000) were incurred in
respect of agreed upon procedures in reviewing the Company’s
interim announcement. The Committee considerad that given
the nature of the procedures, that the engagement of the
external auditors was the most appropriate appointrent.

Financial reporting

Our responsibility in this area is to review and, whers necessary,
challenge the actions and judgements of management in
relation o the Interim Report and Annual Report & Accounts
and associated announcements paying specific attention to:

* The overall approach and processes employed in financial
reporting.

Critical accounting policies and practices.

Matters requiring significant judgements and estimates.
The appropriateness of disclosures and compliance with
accounting standards and cther relevant regulatory
requirements.

In forming our view on the Annual Report & Accounts the
Committee engaged with the external auditor throughout the
audit process by way of presentations and discussions
concerning these critical matters,

The Committee concluded that the Annual Report & Accounts
taken as a whole are fair, balanced and understandable, and
provide the necessary information to assess the Group’s
performance and financial position.

which have an excess of liabilities over assats. The Commitiee S.R.Counsell
discussed the assumptions underlying the valuations with Chairman of the Audit and Risk Committee
management and reviewed reports from external providers 17 Aprit 2019
instructed by the Company and concluded that the assumptions
are reasonable and appropriate.
Governancs

50



Corporate Social Responsibility review

Corporate Social Responsibility management

The Main Beard of Lockers is responsible for setting the
Group’s strategy, values and standards regarding social,
environmental and ethical issues, It delegates the
respensibility for implementing strategy and instils values and
standards throughout the Group’s businesses. The operating
companies each include social, environmental and ethical
issues in their risk assessment processes. This enables the
Board to ensure that any petential problems are identified
and contingency strategies are in place.

L.ookers and the environment

The Group recognises that its activities have an impact on
the environment and is therefare kean to promotle and
support initiatives that minimize the effect of such activities
through adherence to #s environment policy.

We continue to monitor the areas of our business that may
impact on the environment including contamination,
asbestos, waste of,, waste recycling together with energy,
water and fuel efficiancy.

We continue to reduce energy consumption and related
carbon emissions. This is achieved through a number of
areas including:

+  Regular energy surveys of our dealership estate

+  Regular monitoring of energy consumption

«  Deployment of energy-saving technologlies including,
biomass heating & cooling, solar PV installations and the
increasing use of smart controls

As ever, the reduction of carbon emissions continues to be a
high priority for the Group and we continue with our
reporting responsibilities in respect of energy consumption
and management in the following three areas:

1. CRC Energy Efficiency Scheme, whereby we reportto
the Environment Agency each year. We have been fully
compliant for the past eight years, Like for like CO2
emissions in 2017 / 2018 increased by 12.56%
compared to the previous year.

2. Greenhouse Gas Reporting (GHG). This is our sixth year
of reporting and the results are shown at the end of this
section.

3. Energy Savings Opportunity Scheme (ESOS). This
reporting requiremant was infroduced by the European
Union and we achieved compliance during 2015.

Qur continuous programme of dealership newbuilds and
refurbishments offers us the opportunity to deploy the latest
and most efficient bullding materials together with systems
to control the use of water, heating, cooling and lighting.

We continue to seek tc achieve waste reduction within our
businesses and can report thats

(a) ourwater management processes, which monitor and
reduce usage, continue to be effective. Our like for like
water charges decreased by 0.1%.

(b} during 2018 we recycled 72.7% of all waste
(2017: 73.6%)

Mandatory carbon reporting

As has been noted in previous years, the Company reports
each year to the Envirenment Agency under the
Gavernment's CRC Energy Efficiency Scheme. The Group
aligns its carbon reporting period with that used for data
submitted under the CRC scheme (April o March).

This is our sixth year of mandatory carben reporting and
covers the pericd 1 April 2017 to 31 March 2018,

Our carbon reporting methodology is the Greenhouse Gas
Protocal and the requirements of the Companies Act 2006
(Strategic Report and Directors’ Report) Regulations. Our
reporting boundary is the financial contro! mathod and covers
all secupied premises and vehicles operated by the Group,
whether owned or leased, relating to our UK based operations.
Cata relating to our business in the Republic of Irefand has
been excluded. As this business accounts for 1.3% of our
turnover, this exclusion is not considered material.

We report under Scope 1 and Scope 2 in respact of
emissions frem diesel and petrol consumed, gas burned and
electricity purchased. The information relating to emissions
from gas and electricity has been extracted in full from the
data that we have reported to the Environment Agency under
CRC reparting. This data is collected and collated by an
independent supplier to the Group. The information relating
to emissions resulting from the use of diesel and petrol has
been extracted from data supplied by the Group'’s main fuel
card provider. The intensity ratio being adopted is emissions
{tonnes of CO2) per mitlion pounds of turnover.

Qur mandatory carbon reporting data for the 2017/2018 and
2016/2017 reporting years are summarised as follows:

201772018 201672017
{tCO2) (t1CO2e/Em) (tCO2¢e) (t{CO2e/Em)

Scope 1

Gas 59N 1.23 5,601 1,21
Vehicle fuels 18,056 375 22498 599
Total 23,967 498 30,027 6.50
Scope 2

Electricity 13,127 273 15,585 337
Statutory Total 37,094 Z.70 45612 987

*Statutory carban reporting disclosures required by
Companies Act 20086.

Lockers ple Annual Report & Accounts 2018
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Lookers and ethics

We believe that integrity in the Group's relationships with
customers, suppliers, staff, shareholders, regulatory
agencies and the community is important and gains the
respect of al! its stakeholders. Treating customers fairly is
now embedded into the Group’s ethos and will continue to
be part of the Group’s culture.

We make every effort to ensure our people are aware of
these expectations and that they contribute to the high
standards required of them. This statement, together with
our corporate values, is at the heart of how Lookers
conducts its business, externally in its relaticnships with
stakeholders and internally through its performance
management and promotion processes.

Human rights

We are also very conscious of human rights issues within the
Company and the key area that would impact our busingss
would be across our supply chain. All of our directly
employed staff are based in the UK or the Republic of
treland and are coverad by UK and Irish employment law.
Qur supply chain In the motor division Is predominantly the
major Intermational motor manufasturers who clearly take
thase issues very seriously as well,

Lockers as an employer

People are crucial to Lookers' success. This approach is
reflected In our pelicies on recruitment and retention, staff
share schems, staff communication, and health and safety.

Recruitment and retention

We ensure that the Group has falr employment terms for our
people. Employment handbooks set out formal pelicies for
key issues such as equal opporiunities, disciplinary and
grievance procedures, sexual, religious and racial
harassment.

Our Group Director of People is responsible for raising
employment standards and implementing best practice
employment pclicies throughout the organisation.
Perfermance reviews are conducted at least once a year and
include an assessment of each individual's fraining needs.
We have a comprehensive training programme for our
peopie which has received industry recognition in the form
of national awards from the automotive industry.

Staff communication

We believe that our people have a right to be kept informed.
Regular discussicns take place to keep people updated and
to seek out their ideas and cpinions.

Face-to-face dialogue between managers and staff takes
place regularly; information is communicated through our

Group intranet site “Engage”, which is used by the majority of
our staff on a regular basis. We also use newsletters and
updates to keep our staff informed. In 2018 we introduced
Workplace by Facebock as a new internal communication
tool across the Group to enzble more engagement, support
our charity initiatives, and to assist our senior management
to connect easily and effectively with their teams.

Health and safety

We aim to do all that is reasonably practicable o ensure the
health, safety and welfare of our people, and others who may
be affected by our activities, The Main Board maintains
ultimate responsibility for health and safety issues at Lookers
with the manager responsible for the day-to-day
responsibility, supported by all levels of management. This
paolicy is defined in the Group’s Health and Safety policy
statement and all staff are issued with, or have accessto, s
detailed health and safety guide.

The statistics for the Group, under UK Health and Safety
regulations for the year enced 31 December 2018, are set
out below:

2018 2017
Numnber of fatalities - -
Injuries resulting in absence

over three days

Major injuries reported

under RIDDOR*

Dangerous occurrences reported
under RIDDOR*

Number of enforcement nctices
issued by HSE

Number of prohibition notices
issued by HSE

*Reporting of Injuries, Diseases and Dangercus Occurrences
Regulations 1995

42 38

27 14

The Company takes health and safety issues very sericusly
and has recently strengthened procedures in this area with
an increased focus on the frequency and scope of health
and safety audits as well as ensuring that remedial action is
taken to address matters raised by these audits.

Lookers and the community

Lockers are committed to playing an active rale in the
cammunities it serves. All our businesses operate their own
community programmes and fund raising charity events. In
addition, some charities are supported at a Group level such
as the moter trades’ BEN. In December 2018 Lockers
donated £215,000 to BEN following The Automotive
Leadership Challenge.

Governance
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Directors’ Remuneration Report

Annual Statement From The Chairman

Of The Remuneration Committee

Dear shareholder,

| am pleased to introduce the Directors’ Remuneration Report
for the year ended 31 December 2018,

This letter sets out the performance for the year and the
resulting pay outcomes, the work undertaken by the
Committee during 2018 and the implementation of the policy
for 2018.

Introduction

Qur approach to remuneration is set out in our Directors'
Remuneration Policy which was approved by shareholders &t
our AGM in 2017, A summary is included for reference on
pages 57to 60.

Qur Executive pay arrangements are aligned to our strategy,
thereby creating long term value for our stakeholders, We aim
to pay only what is required to recruit, retain and motivate the
senior management team needed to achieve this ambition.

Executive pay

As was the case in 2017, we have faced difficult trading
conditions during 2018, with a number of macro-economic
and industry challenges that have impacted our ability to grow
profits. Despite this, we have continued to make progress
against our strateglc initiatives, including the sale of new cars
im & difficult market. The financial results include a 4.0%
increase in turnover to £4.88 billion, but 2 2.0% reduction in
adjusted profit before tax ("ABPT™) to £67.3m. While the
reduction in profit s disappointing for me and the rest of the
Board, we are comfortable that operational performance
during 2018 has been a key area of focus for the whole
leadership team. In particular, the actions of the managerment
team have resulted in protection from some of the downside
that our competitors have experienced, and have put us in
good standing to meet the challenges of 2019.

Annpual bonus

Three-quarters of the annual bonus for Executive Directors
was based cn APBT. The result of £67.3m lay between the
threshold and target levels of performance and accordingly a
bonus of B1.6% of salary was payable. The remaining quarter
of the bonus was based on an ¢perating cash flow target. The
aoutturn of £76.4m was below the threshold and therefore no
honus is payable for this element. The total bonus is therefare
51.6% of salary, equivalent to 34% of maximum bonus. The
bonuses are payable in cash as they are below 110% of
salary. The Committee is comfortable that this result is fair for
the performance outcome and in the context of challenging
conditions.

Long term incentive

No LTIP award completed its performance period in 2018,
The next LTIP award to be tested is due to vest in early 2020
based on performance to 31 December 2019.

Remuneration in 2019

The Committes has been aware over the past few years of the
CEQ’s base pay potentially falling behind market particularty
when compared to some o our direct competitors. This has in

part been due to salary increases for the Executive Directors
being at or below the increases granted to the wider workforce
over the last five years.

As such, the Cemmittee took the opportunity to revisit this issue
over the past few months and considered the positioning of
Lookers’ Executive Directors against a number of market
reference points, including its direct competiters, companies of a
simitar size to Lookers as measured by market capitalisation,
both in the general market and within the retai! sector, This
exercise showed that whilst the CFQ and COQ remain broadly
aligned with the market, cur CEQ, Andy Bruce, is positioned
significantly below the market levels of pay.

The Committee is therefore keen to ensure that the CEQ's
remuneration package regains its leve! of market
competitiveness against peers. Therefore an increase from
£368,000 to £450,000 has been approved by the Commitiee
tor 2018.

One of the key principles in our palicy is to keep base salaries
below market median, with a greater emphasis on performance
related pey. The Committes remains of this view and will
cantinue to ansure thera is a strong linkage between pay and
performance,

Furthermore, it should be noted that for the 2012 annual bonus,

whilst the annual bonus opportunity will remain unchanged at up

to 150% of salary, the performance conditions will be amended

as follows:

+ 50% of the maximum opportunity will be subject to ABPT
targets; and

+ the remalring 0% will be subject to cperational cash flow
and strategic targets.

The Committee have decided to amend the weightings and
targets of the bonus for 2019 to ensure that Executive Directors
are focused on the immediate strategic priorities of the business.
The specific details of the financial and strategic targets remain
commercially sensitive and therefore the targets and the
performance against them will be disclosed in the 2018
Remuneration Report,

Annua! bonus section of Implementation of directors’
remuneration policy for 2019

The bonus opportunity for 2019 will be 150% of salary for each
executive director. The performance metrics for the annua!
bonus will be based on operating cash flow and strategic targels
{50%) and budgeted APBT {50%;) of the Group, with payments
far financial targets defermined based on the scale set out in the
Directors' Remuneration Policy.

The APBT and operating cash flow figures for the Group are set
out on pages 33 and 95 respectively. The Committee is of the
opinion that information on performance targets is commercially
sensitive and that it would therefore be detrimental to the
company to disclose details of the targets in advance. The
targets will be disclosed after the end of the financial year in the
annual report on remuneration for that year.

Lookers ple Annual Report & Accounts 2018
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Annual Statement From The Chairman

Of The Remuneration Committee

In 2019, we intend to grant LTIP awards of 150% of salary for
the Chief Executive and 10096 of salary for other Executive
Directors.

The Committee has determined that the performance

conditions will be unchanged from 2018 and will be

measured over a three year period:

* 25% of the LTIP will be based on the ratio of Net debt to
EBITDA; and

+ 75% of the LTIP will be based on adjusted EPS,

The Committee is cognisant that the Company is operating in
a challenging market environment in part cavsed by a
significant level of uncertainty in relation to the withdrawal of
the UK from European Union, We took this into consideration,
which is reflected in external analysts’ forecasts, when we set
the targets for the 2019 LTIR.

A two yaar holding period will apply to 50% of awards vesting
under the 2018 award.

Summary of Remuneration Committee work in 2018

The foliowing work was cerried out by the Committee in

2018;

« Approval of the bonus outcome for the year ending 31
December 2017, including the use of downwards
discretion to the formulaic result;

* Finalising the 2017 Directors’ Remuneration Report;

= Review of total remuneration benchimarking for the
Executive Directors and henchmarking of fees for the
Chairman;

* Initial discussions relating to targets for the 2019 annual
bonus and LTIP awards;

* Initial work to consider the possible remuneration-related
implications of the 2018 UK Corporate Governance Code
on Lookers;

* Approval of salaries for Executive Directors in 2018,

Consideration of workforce remuneration

f welcome the introduction of a closer link between the work
that we do as a Remunaration Committee on Executive pay
and consideration of wider workforce policies and pay, as
provided for in the new UK Corporate Gavernance Code. |
have been working with our Human Rescurces team to
gather data on workfarce remuneration and this will be
provided to the Committee on a reguiar basis going forward.
Additionally, I have attended a number of meetings and
workshops with the senior HR leadership team to develop a
greater level of understanding in relation to pay and pecple
practices in the business. Recognising that there are good
reasons for the level and structure of Executive pay to differ
from the wider employee population, the Committee wilk

behalf of the Board by the Committee in accordance with the
requirements of the Companies Act 2006 and the Large and
Medium-sized Companies and Groups {Accounts and Reports}
{(Amendment} Regulations 2013 and in addition to this
statement, is split into the following sections:

Pages b5
to 56

At aglance

A summary of the main efements of
remuneration including how thay link to
the business strategy and an overview
of outcomes for the year compared to
the potential pay under the policy.

Pages 57tc
60

Summary of Directors’ remuperation
policy

This sets out the key aspects of the
Company's policy on Directors’
remuneration which was approved at
the 2017 AGM.

The full policy can be found within the
2016 Annual Report & Accounts at:
http://www.lookersple.com/investors/
results-centre

Annual report on remuneration

This sets out payments and awards
made to the Directors and detaiis the
link between Company performance
and remuneration for 2018 and,
together with this statement, is subject
1o an advisory shareholder vote at this
years AGM.

Pages 61 to
68

In conclusion

We gained the support of over 89% of sharehclders for the
annual report on remuneration at our 2018 AGM, We would
like to thank shareholders for this and hope that you will
continue to support this remuneration report,

Locking 1o 2018, | will be leading a review of the
remuneration policy to be put 1o shareholders at the 2020
AGM. | will be working with the Board to review the
arrangements to ensure they continue to align with the
strategy of the business, maintain their market
competitiveness and take into account developing corporate
governance practice, including the provisions of the latest UK
Corporate Governance Code,

continue to consider pay across Lockers, in particular during B Order ot the Board
2019 while compiling a revised remuneration policy applying
to Executive Directors from 2020 onwards. -
S. J. Cabrini
Contents Chairrqan of the Remuneration Committee
This Directors’ Remuneration Report has been preparedon 17 APrit 2019
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At a glance

Cur strategy is focused on having the right brands and
locations alongside excellent execution, Underpinning this
strategy is our commitment to providing an outstanding retail

experience tor our customers. We have developed a reward
strategy and elements of remuneration that align with this
business strategy.

i
B

Base salary

Grow the business through organic growth and acquisition

I

Provide great service and expertise to customers

through our people, technology and brand

To ensure that the Executive
Directors are fairly rewarded for their
individual centributions to the
Group's overall performance.

Competitive

To provide a competitive

remuneration package to Executive
Directors, Including long-term

incentive plans, to motivate
individugals.

Sharehoider-aligned

A substantial proportion of the

remuneration of the Executive Directors
is performance related, Exscutive

Directors should build up a significant
helding of shares in the Company.

[

Base salary and
“pension bénefits

Attrect and retain

““| Executives of high caliore

and provide funding for

| short and long term
| benefits

- Annual bonus

Incentivises
achievement of
business objectives by
providing & reward for
performance against
annual fargets

! Long-term

incentive plan

Alignment of interests
with shareholders by
providing long-term
incentives delivered in
the form of shares

" Shareholding

requirement

Purpose

To ensure alignment
betwsen the interests
of Executive Directors
and sharehaolders

Base salaries:
A Bruce: £368,000

7| R Gregson: £281,260
2| N MeMinn: £281,250

Nil increases awarded for
2018.

Pension allowance:
20% of salary

1 Benefits: include

Company car, health
insurance, life assurance
and the opportunity to

| join the SAYE

Maximum bonus:
150% of salary

The performance targets
for the 2018 bonus were
based con operating cash
flow {25%) and hudgetad
APBT (75%) of the Group

The metrics for 2019 will
be a budgeted APBT
(560%) and operating
cash flow and strategic
targets {(50%)

Bonus earned above
110% of salary is
deferred in shares if
shareholding
requirement is not met

Bonus is subject to
malus and clawback

LTIP epportunity:
CEO: 160% of salary

Other Executives: 100%
of salary

Based on 75% Adjusted
EPS and 25% Net Debt:
EBITDA

3 year perfermance
pericd and 2 year
helding period for 50%
of the 2019 awards

LTIP is subject to malus
and clawback

Current shareholdings:

A Bruce 374% vs
requirement of 200%
of salary

R Gregson 353% vs

requirement of 200%
of salary

N McMinn: 194% vs
requirement of 100%
of salary

Lookars plc Annual Report & Accounts 2018
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Annual bonus cutcomes for 2018 (audited information)

56

g': (i;(’f the | oy, £657m | £730m | £803m | £673m | £189,888 | £145125 | £145105
| Operatin ]
peretng 5% £1081m | £1168m | £1285m | £794m £0 £0 £0
Cash flow
£189,888 | £145125 | £145125
51.6% 51.6% 51.6%
Remuneration Palicy scenarios and 2018 outcomes (£000) {audited information)
A.C, Bruce
Actualfor 2018 f - e
Maximum |-~ .- gy TS £1,547
On-target | L £4,142
Minimum KL
£0 £200 £400 £600 £800 £3,000 £1200  £1400 £1,600
R. A. Gregson
Actual for 2018 &
Maximum £ ] £1,042
On-target & .~ 4 £789
Minimum , I 00 -
£0 £200 g%qq  £600 £800 S £1,000  £1.200 £1,400 (£1,600
N. J. McMinn
Actualfor 2018 & =~
Maximum ; £1,042
On-target i - | £789
Minimum E_ -
EG £400 £600 £BCO £1,000 £1,200 {1,400 £1,600
2 Salary, Benefits & Pension @ Bonus LTIP
Governance



Directors’ Remuneration Report

Summary of remuneration policy

The policy of the Committee is 10 ensure that the Executive

Directors are fairly rewarded for their individual contributions

{o the Group’s overall performance

and to provide a

competitive remuneration package to Executive Directors,
including long-term incentive plans, to motivate individuals

and align their interests with those

of shareholders. The

Committee’s policy is that base salaries are generally set
below market median with a greater emphasis on
performance-related pay, and that they be required to build

up a significant holding of shares in the Company.

The Company’s current Directors’ Remuneration Policy was

approved by shareholders on 25 May 2017 at the Company’s
AGM and became effective from that date. The fuil policy was
disclosed in the 2016 Annual Report & Accounts,, which is
available within the investor section of the corporate website
and located at hitp://www.lockersple.com/investars/
results-centre. Below we provide & summarised policy.

Base salary

Attract and retain high
calibre Executive Directors to
deliver strategy.

- Benefits .-

Provide benefits consistent
with role.

Incentivises achievement of
business objectives by
providing a reward for
performance against annual
targets.

Paid in 12 equal menthly
instalrments during the year.

Currantly these consist of
provision of a Company car

health insurance, life

assurance premiums and

the opportunity to jein th

Company's savings related
share option scheme
("SAYE").

Paid in cash after the en
of the financial year to
which it relates, save tha

for an Executive Director
who has not met the share
ownership requirement any
bonus in excess of 110%

of salary is deferred into
shares.

Reviewed annually.

There is no prescribed
maximum increase.
Annual salaries are set out
in the annual report on
ramuneration for the
current year and the
following year.

The cost of providing
benefits is borne by the
Company and varies from
time to time.

e

d Up to 160% of salary.

t

None.

Performance conditions are
determined annually by the
Committee and threshold
and maximum targets are
set for each condition.

At least 50% of the bonus
is subject to targets based
on adjusted profit before
tax of the Company or
divisicnal targets where
appropriate.

In general, 67% of the
maximum bonus is payable
for hitting the targst.

Payment of any bonus is
subject to the overriding
discretion of the Committee.

Lookers plc Annual Report & Accounts 2018

57




Directors’ Remuneration Report

Grant of nil-cost aptions
under the LTIR which vest
atfeast 3 years from grant
subject ta the achievement
of performance conditions.

Alignment of interests with
shareholders by providing
long-term incentives
delivered in the form of
shares.

Vested LTIP awards may be
subject to a holding period
at the discretion of the
Committee,

 Pension .

All Executive Directors are
entitled to participate in
money purchase
arrangements, or to recelve
4 cash aliowance in lisu of
pension contributions.

Attract and retain Executive
Directors for the long term by
providing funding for
retirement,

Share ownership ; :
200% of salary for the
CFO and CEOQ.

100% of salary for other
Executive Directors.

Te ensure alignment baetween
the interests of Executive
Directors and sharehclders.

Targets are based con single
or a combinafion of
performance metrics which
includes adjusted earnings
per share and net debtto
EBITDA.

Maximum annual award
over shares with a market
value of 150% of base
salary for the CEQ and
100% of base salary for
other Executive Directors.

Threshold and maximurm
targets are setat grant

20% of salaryuptoa
maxirnum of the annual
allowance with any excess
payable as g salary
supplement,

Not applicable. Not applicable.

The annual bonus and LTIP awards are subject fo malus and clawback provisions.

Statement of considaration of employment conditions of
employees elsewhere in the Group

‘The Committee receives reports on an annual basis on the
level of pay rises awarded across the Group and takes these
into account when determining salary increases for Executive
Directors. In addition, the Committee receives regular reports
on the structure of remuneration for Senior Management in
the tier below the Executive Directors and uses this
information to ensure a consistency of approach for the most
senicr managers in the Group. The Committee also approves
the award of any long-term incentives,

The Committee does not specifically invite employees to
comment on the Directors’ remuneration policy, but it does
take note of any comments made by employees.

Statement of consideration of shareholder views

The Chair of the Committee consults with major shareholders
from time to time to understand their expectations with
regard to Executive Director remuneration and reports back
o the Commitize. Any cther concerns raised by individual
shareholders are also considered, and the Committee also
takes into account emerging best practice and guidance from
major institutional shareholders.

Approach to recruitment remuneration
The Committee’s approach to recruitment remuneration is fo
offer a market competitive remuneration package sufficient

to attract high calibre candidates whao are appropriate to the
role but without paying any mere than is necessary.

Any new Executive Director’s regular remuneration package
would include the same elements and be in line with the
palicy table set out earlier in this Directors' remuneration
policy, including the same lim#s on performance related
remuneraticn.

Where it is necessary to "huy-out” an individuals awards of
variable remuneration made by a previous employer, the
Committee will make replacement awards through a
combination of perfarmance and non-performance related
awards, reflecting the profile of the awards forgone. The
terms of these awards will reflact those forgone so far as is
possible to provide an equivalent opportunity, inciuding
taking into account the likeflihood of meeting performance
conditions,

Where an internal candidate is promoted to the Board the
original grant terms and conditions of any bonus or share
awards made befare that promoticn will continue to apply, as
will their membership of any of the Group’s pension
arrangements.

Reasonable relocation and other similar expenses may be
paid if appropriate.
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Directors’ service contracts, notice periods and

termination payments

Executive Directors have service contracts with a 12 month change of control and with the elements of variable
natice period by the Company and 6 months by the Executive  remuneration dealt with in accordance with the rules of the
Director, with no special arrangements applying following a relevant scheme, as more fully described in the table below:

Notice periods and
compensation for logs of
office in Executive Directors’
service contracts.

12 months’ natice by the Company and 6 manths’ notice by Executive Director.

Payment in lieu of any part of the notice period not served may be made by the
Company equal to basic salary, pensions and benefits for that part of the notice period
only.

For any new appointments, the payment of any sum in lieu of notice will be phased aver
the notice period and subject to mitigation,

Treatment of annual bonus
on termination.

A bonus for the financial year of tarmination may be paid at the discretion of the
Committee having regard to applicable performance conditicns and normally with time
pro-~rating being applied,

Treatment of unvested LTIP
awards.

Good leavers (i.e. leavers in circumstances of death, injury, disability, radundancy,
retirement or transfer of employing business outside Group) will be allowed to retain
their LTIP awards. The Committae has discretion to treat any other leaver as a good
leavar. The awards of any leaver who is not & good leaver will lapse on cessation of
employment.

Awards of good leavers will normally vest following the end of the applicable
performance period subject to an assessment of the extent to which performance
targets have been met and the application of time pro-rating.

The Committee has discretion to allow awards to vest immediately on a cessation of
employment but subject to an assessment of the extent to which performance targets
have been met.

The Committee has the discretion to waive the requirement to pro-rate.
Good leavers may exercise their LTIP awards within 6 months of vesting (1 year for
death).

On a change of control, awards will vest immediately subject to an assessment of the
extent to which the performance targets have been met. The number of shares subject
to LTIP awards is reduced pro-rata to reflect the proportion of the vesting period
completed before cessation. The Committes has the discretion o waive the
requirement to pro-rate.

Outside appeintments.

Board approval must be scught.

Executive Directors may retain the fees paid in respect of any external appointment.

Non-Executive Directors.

All Non-Executives are subject to annual re-election, Ne compensation is payable if a
Non-Executive is required to stand down.
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Neon-Executive Director fee policy

To attract Mon-Executive
Directors who have a broard
range of experience and
skills to oversee the
implementation of our
strategy.

NED and Chairman fees
are determined by the
Board within the limits set
out in the Articles of
Association,

An additional fee may be
paid for chairing & sub-
committee of the Board.

Paid in 12 equal monthly
instalments during the year.

Reviewed annually to
reflect role, responsibility
and performance of the
individual and the
Company.

Annuai rate set outin the
annual report on
remuneration for the
current year and the
following year.

No prescribed maximum
annual increase.
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Annual report on remuneration

Save for the performance graph and table, the change in Single total figure of remuneration (audited information)
remuneration of the Chief Executive, the relative importance  The following table shows a single total figure of

of the spend on pay, the implementation of remuneration remuneration in respect of qualifying services for the 2018
policy in 2019, the consideration by the Directors of matters  financial year for each Director, together with the

relating to Directors’ remuneration and the statement of comparative figures for 2017

shareholder vofing, the information set cutin this part of the
Directors’ Remuneration Report is subject to audi.

Directao
A, C. Bruce 368 | 368 1 1 190 | 110 - - 74 74 633 | 553
R. A. Gregson| 281 281 1 1 145 84 - - 56 56 483 | 422
N. J. McMinn | 281 281 1 1 145 84 - - 68 B6 483 | 422
Total 3 3
':Non—, N
.. Executive
‘Directors - |~ . o : ‘ : . L | : s
PMWhite | 124 | 124 | = | - | - | - | - | - | - | - | 124 124
R.S. Walker 47 45 - - - - - - - - 47 45
D.C. A Bramall| 42 42 - - - - - - - - 42 42
W. Holmes? 10 44 - - - - - - - - 10 44
S. Cabrini 42 49 - - - - - - - - 49 42
S.R Counsel®| 42 21 - - - - - - - - 42 21
Total 307 | 318 - - - - - - - - 307 | 318
Sl | 037 (1248) 3 | 3 | 480 | 278 | - | - | 186 | 188 |1,908| 1715
1. Taxable benefits include items such as a Company car, 3. Stuart Counsell was appointed as Non-Exscutive Director
health insurance and life assurance premiums. and chairman of the audit and risk committee with effect
from 29 June 2017,

2. Bill Holmes retired from the hoard on 28 March 2018.
4, The aggregate Directors' emaluments excluding pension
and LTiP awards in 2018 was £1,720,000 (2017 -
£1,529,000).
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Salary and fees (audited information)

There was no increase in the salaries for the Executive
Directors and the fees for the Non-Executive Directors for
2018.

Annual bonus (audited information)

Bonuses of up to 150% of salary are earned by reference to

the performance during the financial year and are paid in
March following the end of the financial year. The bonuses
earned by the Executive Directors in respect of 2018 are
based on figures for adjusted profit before tax (APBT} and
Operating cash flow. The targels, actual performance against
them and the resulting bonuses earmned are set cut befow:

g’:osul"“he 78% | £657m | £730m | £803m | £673m |51.6% |£189,888 | £146125 | £145125
Operating 056 £105im | £1168m | £1285m | £794m | 0.0% £0 £0 £0
cash flow

| 51.6% |£189,888 | £145,125 | £145,125

The bonuses for 2018 are awarded in the form of cash as
they do not exceed 110% of salary and as Executive
Diractors met the shareholding requirements in full as at 31

December 2018, Clawback applies to the bonuses paid for a

period of two years.

No discretion was exercised by the Commitige in
determining bonuses.

LTIP awards completing their performance peried in 2018

(audited information)
No LTIP awards were due to vest based on performance to
31 December 2018,

Pension entitlernents and cash allowances {(audited
information)

A.LC. Bruce remains a member of the Group defined benefit
scheme, which closed to future accruals from 31 March
2011, As at 31 December 2018, Mr Bruce's accrued pension
was £30.8k.

The scheme provides a pension of up to two-thirds of final
pensionable salary on retirement at age 60 years, as well as
lump sum death-in-service benefit and pension benefits
based on final pensionable salary. Pension increases are in
tine with Limited Price Indexation. Death-in-service pays at

four times salary and death-in-retirement pays benefits at
50%. No enhanced benefits are payable on early retirement,

AC. Bruce's pension in the defined benefit scheme is no
langer linked to his salary and therefore no value is
attributable to the increase in the value of his defined
benefits for the purposes of the single total figure of
remuneration. All of tha pension entry in the single tota!
figure of remuneration therefore relates to a salary
supplement in ligu of pension.

All Directors received a salary supplement equal to 20% of
salary during 2018.

Payments to past Directors (audited information)
No payment to past Directors were made in 2018,

Payments for loss of office {audited information)
No payments for loss of office were made in 2018.

LTIP awards granted in 2078 (audited information)

The LTIP awards are nil-cost rights to acquire shares and
operate over rolling three year performance periods.

Awards over 150% of salary were made to the Chief
Executive and awards over 100% of salary were made to the
other Executive Directors in 2018 as follows:

: . QUE Led R o ) i .

~AC. Bruce 18.04.2018 601,307 £0.918 £552,000 31.12.202
R.A. Gregson 18.04.2018 306,372 £0918 £281,250 31.12.2020
N.J. McMinn 18.04.2018 306,372 £0.918 £9281,250 31.12.2020

1. Fairvalue has been calculated using the closing share price on the day prior to grant.
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The vesting of the award is based 76% on Adjusted EPS
performance and 25% on Net Debt to EBITDA performance

over the period from 1 January 2018 to 31 December 2020

as follows:

2

yestitg)

x%ita: 'as‘;‘?

15% {otal

growth over

performance period

30% total growth-over

performance period

&%

BLaSE

Gfi%

Net Debt EBITDA

Less than 2.0 but
more than 1.5

Léss than %.5 but
mare than 1.0

Equal to 6r
less than 1.0

The targets nave been set by the Committee in conjunction
with the Board, and have been calibrated to have a stretch in
excess of previous LTIP awards taking into account forward-
locking business plans and external market condltions.
Atwo-year holding period will apply 1o 50% of vested

Outstanding long term incentive awards (audited

information)

Prior te 2015, long term incentive awards were made under
The Lookers Executive Share Option Scheme (ESOS). The
Lookers ple Long Term Incentive Plan (LTVP) was introduced

awards. in 2015, under which the Company now makes long term
incentive awards. Detalls of long term incentive awards held
by Executive Directors are as follows:
Seliging
AC. Bruce ESOS 512011 | 512014 | 51.2021 il 069,836 - - 269,836
ALC. Bruce ESOS | 3082014 30.6.2017| 306.2024 INit 289,256 - - 285,266
AL, Bruce LTP 2662016 | 2562018 | 25.6.2026 it 274616 - - 274,615
AC, Bruce LTIP 1242016 | 1242019 | 124.2026 Nil 196,810 - - 186,810
AC. Bruce LTIP 13.6.2017 | 13.8.2020( 13.6.2027 Nil 450,612 - - 450612
AC. Bruce LTIP 18.42018 | 18.4.2021 | 18.4.2028 Nit 801,307 - - 601,307
R.A. Gregson ESOS 512011 | 512014 | 51.20N Nl 265,836 - - 269,836
RA. Gregson ESOS 3082014 | 306.2017! 30.6.2024 Nil 221,074 - - 021,074
RA. Gregson LTIP 2682015 | 95.6.2018 | 25.6.2025 iNg 209,884 - - 209,884
RA. Gregson LTIP 1242016 | 1242019 | 12.4.2026 Nil 150436 - - 150,436
R.A. Gregson LTIP 13.6.2017 | 13.6.2020 | 13.6.2027 Nil 229,591 - - 229591
R.A. Gregson LTIP 18.4.2018 | 18.4.2021 | 18.4.2028 Nil 306,372 - - 306,372
N.J. McMinn ESOS | 306.2014 | 306.2017| 30.6.2024 Nit 201,074 - - 021,074
N.J. McMinn LTIF 2562015 | 2562018 25.6.2025 Nif 200884 - - 200,884
™. MeMinn LTiP 1242016 | 124.2019 | 12.4.2006 Nil 150,436 - - 180,436
N.J. McMinn LTIP 13.6.2017 | 13.6.2020 | 13.6.2027 Nil 209,551 - - 229,691
N.J. McMinn LTIP 18.4.2018 | 18.04.2021| 8.4.2028 Nit 306,372 - - 306,372
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The exercise price of the 2014 ESQS awards, and the 2015
and 2016 LTIP awards was reduced to £1 in aggregate for
each grant due to perfarmance achieved to 31 December
2016

All-employee share scheme awards (audited information)
Details of share options held by Executive Directors under
the all-employee SAYE scheme are as {ollows:

AC. Bruce SAYE | 6102014 | 1122017 | 1.6.2018 | 108.80 8,272 8272 - 0
AC Bruce SAYE | 6102015 | 1122018 | 162019 | 144.91 6,210 - - 6,210
AC. Bruce SAYE | 4102016 | 1122019 | 1.6.2020 [ 10747 8,384 - - 8,374
RA. Gregson [ SAYE | 8102014 | 1122017 | 162018 | 108.80 8272 - 8,272 0
RA.Gregson | SAYE | 6102015 | 1122018 | 162019 | 144.91 6,210 - - 6,210
R.A. Gragson | SAYE ;1 41020161 1.12.2019 | 162020 | 10747 8374 - - 8,374
N.J. McMinn SAYE | 6102014 [ 112.2017 | 18.2018 | 108.80 16544 | 160544 - 0

Statement of Directors’ shareholding awards (audited
information)

The table below summarises the Directors' shareholdings
as at 31 December 2018, The sharcholding as a % of
salary is determined by reference to the share price on 31

December 2018 of £0.924. There ware no changes in these
sharehoidings between that date and the date of approval of
this report,

T
{is
L LR JEVE ] AE S

AC. Bruce 667,426 657,426 833,707
R.A. Gregson 381,427 373,165 700,794 490,910 353% 686,399 588,911
N.J. McMinn 160,000 160,000 430,858 221,074 184% 686,389 589911
PM. White 53716 53,716 - - NAA - -
RS. Walker - - - - NA - -
B.CA. Bramall] 63,487636 | 63,487,536 - - NAA - -
S.J. Cabrini - - - - NAA - -
S5.R. Counsell - - - - N/A - -

The shareholding requirement is 200% of salary for the
CEQ and CFQ, and 100% of salary for other Executive
Directors. This requirement was met in full as at 21
December 2018. The Directors’ remuneration policy
contains provisions for the deferral of elements of annual

bonuses into shares and post-vesting holding of shares
acquired under LTIP awards for Directors who have not met
the shareholding requirement, which will apply until this is
met,
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Performance graph and table
The chart below shows the Company's ten-year annual Total
Shareholder Return ("TSR"} performance against the FTSE
All-Share Total Return Index, which is considered to be an

appropriate comparisan to other public companies of a similar size.

1,200 - -

1,000

800

600 |

400

200

The table below the chart sets out the total remuneration
delivered to the Chief Executive over each of the last ten

years, valued using the same methodclogy as applied to

tha single total figure of remuneration.

Dec 08 Dee 09 Dec 10 Brec 11 Dec 12 Dec 13 Dec 14 Dec 15 Dec 16 Cec 18
we=== | ookers ===== FTSE All-Share
st i | Zad | o0ig
[E
L e

Total single figurs (£000) 645 668 692 583 739 806 394
Anrnual bonus % of 100% | 100% 100% ©3% 100% | 100% | 100% 8%
maximum opportunity
LTIP vesting % maximum - - - - 100% - - 100%

opportunity (if applicable)

1. H. K. Surgenor retired on 30 September 2003,
2. P. Jones was appoinrted on 1 October 2009 and ratired on 31 December 2013.
3. A.C. Bruce was appointed on 1 January 2014.

Change in remuneration of Chief Executive

The following table sets out the change in the Chief Executive’s salary, benefits and bonus between 2017 and 2018
compared with the average percentage change in each of those components for the employees of the Group.,

CEO

i .

Employees

1%
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Relative importance of spend an pay
The table below sets out the total spend on pay in 2018 and 2017 compared with distributions to shareholders and which

was the most significant outgoing for the Campany in the last financial year,

Spend on staff pay
{including Directors)
Profit distributed by way 16.6 18.0 40%

of dividend J

Implementation of Directors’ remuneration policy in 2019

Salaries and fees
The salaries and fees to be paid to Directors in 2019 are set out in the table balow, together with ary increases expressed

as a percentage.

R e B T T T o

A.C. Bruce £450,000 £368,000

RA. Gregson £281,250 £281,250

N4 MeMinn £261,260 £281,250

Chairman £130,000 £123,750

Non-Executive base fee £492 500 £42.000

Additional fee for Senior

Independent Director £6,500 £4,500 44 4%
Additional fee for

Remuneration Committee

Chairman £6,500 - -
Additional fee for Audit and

Risk Committee Chairman £6,500 - - N

The salary of AC. Bruce was increased te £450,000.
The following changss were made to Non-Executive fees for 2018:

» The Chairman’s fee was increased by 5.1% to reflect market tevels of fee for this role
« Aformal fee was introduced for chairing the Remuneration Committee and the Audit and Risk Committee of £6,500 in line

with prevailing market practice
= The additional fee for the role of Senior independent Director was increased 1o £6,600 to reflect market levels

Annual bonus

The bonus oppertunity for 2019 will be 150% of salary for The APBT and operating cash flow figures for the Group
each Executive Director. The perfarmance metrics for the are set aut on pages 33 and 85 respectively. The

annual bonus will be based on operating cash flow and Committee is of the opinicn that budgeted APBT and cash
strategic targets (50%;} and budgeted APBT (50%) cf the conversion information is commercially sensitive and that it
Group, with payments determined based on the scale setoutin  would therefore he detrimental to the Caompany to disclose
the Directors’ Remuneration Policy. : details of the targets in advance. The targets will be

disclosed after the end of the financial year in the annual
raport on remuneration for that year.
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LmP
The operation of the LTIP awards will be the same as those
granted in 2018,

The table below sets out the adjusted EPS targets that will
apply for the 2019 award:

75%

Adjusted EFS

120p

The table below sets out the Net Debt to EBITDA targets that will apply for the 2019 award:

Eadanmnamst da

Net Dept: EB ITDA

more than 1.5

Equal to or

more than 1.0 less than 1.0

The targets have been sst by the Committee in conjunction
with the Board, and have been calibrated taking into account
forward-locking business plans and external market
conditions.

Consideration by the Directors of matters relating to
Directors' remuneration

The Committee

The Committee is responsible for reviewing and
recommending the framework and policy for remuneration of
the Executive Direciors and of senior management. The
Committee’s terms of reference are available from the
Company Secretary.

The members of the Committee during 2018 were S.J.
Cabrini, S.R. Counsell, W. Holmes funtii 28 March 2018), R.S.
Walker and PM. White. The Committee met 2 times during
2018, at which all members of the Committee attended.

The primary role of the Committee is to:

* setthe Directors’ remuneration policy applying to
Executive Directors;

* approve the quantum and structure of the remuneration
packages for the Executive Directors, and from 2018, for
other senior Executives;

+ determine the balance between base pay and
performance refated elements of the package 1o align
senior Executives® interests with those of shareholders;
and

« approve annual and long term incentive payments for
senior Executives.

Summary of activity during 2018
The Committee carried out the following during 2018:
» Reviewed and determined:
o salary levels far the Executive Directors and fees for
the Chalrman,
o the outcome of targets under the annual bonus plan;
o targets for the annual banus and LTIP plan;
» Determined annual LTIP awards to Executive Directors;
» Considered devalopments in Executive pay and
commenced work on changes required to comply with the
2018 UK Corporate Governance Cads;
* Reviewed the 2017 Remuneration Report;
* Reviewed the gender pay gap report

The Committee previously appointed PwC LLP (PwC') and
received advice over the year in connection with the review
of the remuneration arrangements and the implementation
of awards made under the L¥IP. PwC is 2 member of the
Remuneration Consultants’ Group and complies with its
Code of Cenduct which includes guidelines to ensure that
advice is independent and free of undue influsnce. Buring
the year, PwC was paid fees of £74,300 in respect of advice
to the Committee relating to Directors’ pay, based partiyona
fixed-fee arrangement and partly on a fime-spent basis.
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Statement of voting

The latest votes in respect of remuneration matters were
cast at the 2017 AGM for the Directors’ Remuneration Policy

and the 2018 AGM for the 2017 Annual Report on

Remuneration as follows:

To approve the Directors’ 247,261,573 95.25% 12,214,314
remuneration policy
To approve the 2017 Annual Report | 248,801,025 96.50% 10,631,981 4.10% 99,693
on Remuneration (including the
Annual Statement from the Chairman
of the Remuneration Committee)
By Order of the Board
8. ). Cabrini
Chalrman of the Remuneration Committes
17 April 2019
Governance
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Content of the Report

The Directors present their report for the year ending 31
December 2018. OQur Strategic Review onpages 4t0 38
contains the information, prescribed by the Companies Act
2008, required to present a fair review of the Company’s
business, a description of the principal risks and uncertainties
it faces, and certain of the information on which reports and
statements are required by the UK Corparate Governance
Code. The Board approved the Strategic Review set out on
pages 4 to 38 and the Viability Statement set out on page 48,
Additionat information on which the directors are required by
law to report is set out below and in the following sub-sections
of the Governance Section:

+  Board of Directars

+  Chairman's statament on Corporate Governance

*  Report from the Chairman of the Nomination Committee

*  Report from the Chairman of the Audit and Risk
Committee

«  Corporate Social Responsibility Review

= Directors’ Remuneration Report

«  Directors’ Report

»  Directors’ Responslbility Statement

In the interests of increasing the relevance of the Report and
reducing the environmental impact of producing voluminous
reports, we have placed on our website certain background
information on the Company the disclosure of which, in this
Report, is not mandatory. Further details with regards to
additional disclosures are made in the following notes tc the
financial statements:

Disclosure Note reference
Dividends 5]
Risks surrounding financial

instruments and capital structure 17
Share buy-back and share capital 19

Share-based compeansation 20

Materiality

The Group’s Annual Report & Accounts aim to provide a fair,
halanced and understandable assessment of the Group’s
business model, strategy, performance and prospects in
relation to material financial, economic, social, envircnmental
and gavernance issues. The material focus areas have been
determined considering the following criteria:

= Specific quantifative and qualitative criteria

*  Matters critical in relation to achieving strategic
objectives

» Principal risks identified in the risk management process

*  Feedback from key stakeholders during the course of
the year

Disclosures made within the Group's Annual Report &
Accounts have therefore been based applying this concept
of materiality.

Activities

The main activities of the Group are the sale, hire and
maintenance of motor vehicies and motarcycles, including
the sale of tyres, ¢il, parts and accessories.

Corporate Social Responsibility

The Group has a long-standing Corporate and Social
Responsibility agenda and further details of this are included
on pages 51 and 52 of the Annual Report & Accounts.

The UK Corporate Governance Code includes a
recommendation that boards should consider the benefits of
diversity, including gender when making boeard
appointments, The Board recognises the importance of
gender balance and considers this issue among the wider
issues of diversity where the most important requirement is
to ensure that there is an appropriate range of experience,
balance of skills and background on the Board, We will
continue to make changes to the composition of the Board
irrespective of gender or any form of discrimination so that
the best candidate is appointed,

As at the balance sheet date the Group has the following
average gender splits:

2018 2018 2017 2017
Male Female Male Female
Beard members 7 1 7 1
Senior 26 2 27 2
management
All staff 6,380 1932 6282 1,893

Directors and their interests in shares

The following were Directors of the Company at the end of
the financial year and thereafter, Their interests in the issued
crdinary share capital of the Company were as follows:

311218 311217

Number Number
D.C., A, Bramall 63,487636 63,687,426
A.C. Bruce 657426 657426
S.R. Counsell - -
R. A. Gregson 381,427 373155
N. J. McMinn 160,000 160,000
R.S. Walker - -
P. M. White h3,716 53716
S. J. Cabrini - -

1

Detalls of Directors' share oplions are shown in the Directors
Remuneration Report.

All holdings are beneficial.
There was no change in the interests of the Directors in

shares or share options of the Company between 31
December 2018 and 17 April 2018,
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There are no other contracts with the Company or its
subsidfaries in which a Director of the Company has any
interest, other than service contracts (Executive Directors) or
letters of appointment (Nen-Executive Directors),

Share price information

The mid-market price of the ordinary shares at 31 December
2018 was 982.4p and the range during the year was 86.6p to
13.6p.

Directors rotation

As permitted by the Company’s articles of association, the
Board has decided that all Directars will retire from office at
the 2019 Annual General Meeting and will seek re-election
by the sharehotders. Biographical detalls of alt the Directors
are included on pages 40 to 41. The Chalrman confirms that
each of the Directors standing for re-glection continue to be
effective and demonstrates commitment to the rale.

Directors indernnity provisions

The Company (and its subsidiaries) has made qualifying third
party indemnity provisions for the benefit of al the Directors.
Such indermnity provisions were in force during the year and
remain in foree at the date of this report.

Approval of the Directors’' Remuneration Report

The Company will propose at the 2019 Annual General
Meeting an ordinary resoluticn to seek shareholder approval
aof the Directors’ Remuneration Report for the financial year
ended 31 December 2018 (other than the part contalning the
Directors’ remuneration policy which wilt not require a
separate resclution this year). The Directors’ Remuneration
Report can be found on pages 53 to 68. The vote on the
Directors’ Remuneration Report is adviscry in nature and the
Directors’ entitlement to remuneration is not conditional on it
being passed.

The Companies Act 2008 requires the remuneration policy to
be put to shareholders for approval annually unless the
approved policy remains unchanged, in which case it need only
be put to shareholders for approval at least once every three
years. As the policy has not changed in the year it does not
need to be put forward for resolution again. The remuneration
policy sets out how the Company proposes to pay the Directors
and includes details of the Company’s approach to recruitment,
remuneration and loss of office payments,

Ethical employment

Itis the Group’s policy to offer equal opportunities to
disabled perscns applying for vacancies and provide them
with the same opportunities for employment, training, career
development and promotion as are available to all
employees, within the limitations of their aptitude and
abilities. In the event of members of staff becoming disabled,
every effort is made to ensure that their employment wfth the
Group continues and appropriate arrangements are made.

Employment within the Group is offered on the basis of the
person’s ability to work and not on the basis of race,
individual characteristics, sexual arientation, creed or
political opinion.

Donations

Charitable donations amounted to £15,120 (2017, £5S,805}.
No political donations were made in the current or prier
financial year.

Auditor

In the case of each of the persons who are Directors of the
Company at the date when this report was approved:

So far as each is aware, there is ne relevant audit
infermation {as dafined by the Companies Act 2006)
of which the Company’s auditor is unaware; and

Each of the Directors has taken all the steps that he/
she ought to have taken as & Director to make
himseli/herself aware of any relevant audit information
and to establish that the Company's auditor fs aware of
that information.

This confirmation is given and should be interpreted in
accordance with the provisions of 5418 of the Companies
Act 20086.
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Substantial shareholdings
On 3 April 2019 the following shareholders, so far as the
Directors are aware, had an interest in 3% or more of the

An indication of likely future developments in

410 37

issued ordinary share capital of the Company:
. the business of the Company and its

At 3 April 2019 At 31 December 2018 | subsidiaries appears in the Strategic Review
D. g A, Bramal? 63,482’,638 shares 6%,48Z,636 shares The Group's profit before taxation and the 9o
and Family (16.32%) {16.32%) profit after taxation appear in the Statement
JO Hambro 29,640,978 shares 30,926,593 shares of Total Comprehensive lncame
Capita! (759%) (7.95%) ,
Management The Viability Statement 48
Artemis 17114,310shares 23,269,386 shares The Directors' Remuneration Report 53 ta 68
Investment {4.40%) (5.98%) - - "
Management Details of long-term incentive schemes as B3t 68
Tweedy Browne 21,386,604 shares 21,385,634 shares required oy LR 9.4.8 Rare set out in the

(.50%) (6.60%) Directors' Remuneration Report
Legal & General 13,170,840 shares 14,268,808 shares The reporting on the Company’s carbon 51
investment (3.35%) (3.67%) footprint
Management Allst of the subsidiary undertakings 104
Aberforth 18'438561 sharas 12-9%51000 shares princinally atfecting the profits or net assets
Partriers (4.73%) (3.32%) ofthe Group inthe year
Janus Henderson 11,893,828 sheres 10,503,845 shares - -
Investors RO7%) {0170%) Changes in asset values are setoutin the 132

- - Statements of Financia! Positi
Meran Global | 13,170,840 shares - Femen o
Investors (3.27%) - A detailed statement of the Group's treasury 107 to 112
management and funding including
The Directors have nol been notified of any other holders of |nfor_mat4c:n on the exposure clnf the Com;:any in
3% or more of the issued ordinary shars capital. relation to the use of financial instruments
Detalls of an arrangement under which a 114

Statutory, regulatory and other information shareholder has waived or agreed to waive any
This section contains the remaining matters on which the dividends, and where & shareholder has
Directors are required to report each year, which do not agreed to walve future dividends, details of
appear elsewhere in this Directors’ report. Certain other such waiver together with those relating to
matters which are required to be reported on appear in other | dividends which are payable during the period
sections of this Annual Report and Accounts, as detailed in under review
the next column: A statement that this Annua! Report & Accounts | 79

meets the requirements of Section 4, Principle
N, Provision 27 of the UK Corpoerate Governance
Code 20118 {the Code) {formerly Provision €34
prior to the July 2018 updating of the Code)

All information required to be reported by Listing Rule .84 R

and applicable to the Company or Group for this reporting

pericd is set outin the table above.

By Order of the Board

G. MacGeekie
Company Secretary
17 April 2019

(1 (L\a%.cut—c/(_o
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Directors’ Responsibilities Statement

The Directors are responsible for preparing the Annual
Report & Accounts in accordance with applicable law and
regulations.

Company law requires the Directors to prepare financial
statements for each financial year. Under that law the
Directors are required to prepare the Group financial
statements in accordance with International Financial
Reporting Standards ({FRS) as adopted by the European
Union and Article 4 of the IAS Regulation and have also
chasen to prepare the parent Company financial statements
under IFRS as adopted by the EU. Under Company law the
Directors must not approve the accounts unless they are
satisfied that they give a true and fair view of the stats of
affairs of the Company and of the profit or loss of the
Company for that period. In preparing these financial
statements, International Accounting Standard 1 requires
that Directors:

- Properly select and apply accounting policies;

+ Present information, including accounting policles, in a
manner that provides relevant, reliable, comparatle and
understandable information;

- Provide additional disclosures when compliance with the
specific requirements in IFRS are insufficient to enable
users to understand the impact of particular transactions,

The Directors are responsible for the maintenance and
integrity of the corporate and financiaf information included
on the Company’s website. Legislation in the United
Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other
jurisdictions.

Responsibility statement

We confirm that to the best of our knowledge:

* The financial statemants, prepared in accardance with
International Financial Reporting Standards, give a true
and fair view of the assets, liabilities, financiat position and
profit or loss of the Company and the undertakings
included in the consoiidation taken as a whole;

+ The strategic and operational review includes a {air 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, togather
with a description of the principal risks and uncertainties
that they face; and

» The Annual Report & Accounts, taken as a whole, are fair,
balanced and understandable and provide the information
necessary for sharsholders to assess the Company's
performance, business modal and strategy

other events and conditions on the entity's financial By Order of the Board

position and financlal performance; and
» Make an assessment of the Company’s ahility to continue /_bj\ A

2% & going concem AlC.Bruce R. A Gregson

Chief Executive Officer  Chief Financial Offic
The Directors are responsible for keeping adequate 17 April 2019 17 April 2019
accounting records that are sufficient to show and explain
the Company’s transactions and disclose with reascnable
accuracy af any time the financial position of the Company
and enable them to ensure thatl the financial statements
comply with the Companies Act 2006. They are alsc
responsibie for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and
detection of fraud and ofher irregularities.
Governancs
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Principal accounting policies

12. Property, plant and equipment

Freehcld land is not depreciated. Depreciation is provided to
write off the cost less the estimated residual value of other
assets by equal instalments over thelr estimated useful
economic lives, On transition to IFRS as at 1 January 2004,
all land and buitdings were restated to fair value as permitted
by IFRS 1, which is then treated as the deemed cost. All
other assets are initially measured at cost.

Freehold buildings and long leasehold properties are
depreciated over 50 years on a straight-line basis to their
estimated residual values. Short leasehold properties are
amortised by equal instalments over the periods of the
respective leases.

Plant and machinery {including motor vehicles), fixtures,
fittings, tools and equipment {including computer equipment
and terminals), are depreciated on a straight-line basis at
rates varying hetween 10% and 33% per annum cver their
sstimated useful lives,

Assets in the course of construction are initially measured at
cost and are depreciated when they are brought into
aconomic use,

The residual value of all assets, depreciation methods and
useful econamic lives, if significant, are reassessed annually.
The depreciation charge in respect of property, plant and
equipment is recognised within administrative expenses
within the income statement.

Centract hire vehicles are depreciated to their residual value
avar the periad of their lease. All costs in relationto the
maintenance of preperty, plant 2nd equipment are recognised
in the income statement as an expense as incurred.

13. Leases

Assets purchased under hire purchase contracts are
capitafised in the balance sheet and are depreciated over
their useful lives. The interest element of the rental obligation
is charged to the Income Statement so as to give a constant
rate of charge on the remaining balance of the abligation.

Rental costs under operating leases are charged to the
Income Statement in equal annual amounts over the periods
of the leases.

14. Investments
nvestments held as fixed assets are stated at cost less
provision for impairment.

15. Impairment of assets

Assets that have an indefinite life are not subject to
amaortisation and are tested at least annually for impairment.
Assets subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less
disposal costs, and value in use.

16. Inventories

Motar vehicle inventories are stated at the lower of nat
purchase price and net realisable value, A review of the fair
values of inventories is conducted on a regular basis and
values are adjusted back to the prevailing market value. The
rarket value is assessed with refarence to external
benchmarking publications and applying historical industry
knowledge on the pricing of those vehicles by reference to
make and specific modals, We also ensure inventeries that
exist at the year end are valued correctly by sampling against
further post year end actua! sales data. Whilst this data Is
deemed representative of currant values it is possible that
ultimate sales values can vary from those applied.

Parts inventories are written down to net realisable value by
providing for cbsolescence on a time in stock based formula
approach.

Consignment vehicle inventories are regarded as being
effectively under the control of the Group and are included
within inventories on the balance sheet asthe Group hasthe
significant risks and rewards of ownership even though legal
title has not yet passed. The corresponding liability is
included in trade payables.

Motor vehicles are transferred from contract hire activities at
the end of their lease term to inventory at their book value.
No cash flow arises from these transfers.

17. Rental fleet vehicles

Mator vehicles hired to customers under short term rental
agreements less than one year are included within Current
Assets. income from such rentals are recegnised on a straight-
line basis over the period of the rental agreement,

Vehicles held under short term rental agreements are
depreciated on a straight-line basis over the course of the
rental agreement to their estimated residual value on
termination of that agreement.
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Principal accounting policies

18. Repurchase commitments

As part ot its normal trading activities, the Group has
contracted to repurchase, at predetermined values and
dates, certain vehicles previously sold under a financial
arrangement. The Company’s residual interest in these
vehicles is included in inventories and the related liability is
included as repurchase commitments within trade and other
payables. The valuation of these vehicles is at the lower of
the repurchase price and the expected future sales price.

Consistent with industry practices, repurchase cornmitments
are treated as financial labilities where the liability is only
contractually due at the point where the related vehicle is
sold to the end customer, In this way the Group matches the
cash outflow in respect of the liability with the cash inflow
from the sale.

Consistent with industry practices balances relating to
consignment stock and stocking loans are treated as
financlal liabilities where the liability Is contractually due for
payment when the related vehicle is adopted by the Group,
Adoption usually occurs for the purposa of selling the vehicle
to the end customer at which point the cash outflow in
respect of the liability matches the cash infiow from the sale.

19, Cash and cash equivalents

f-or the purpose of the cash flow statement, cash and cash
equlvalents comprise deposits with banks and financial
institutions, bank and cash balances, and liquid investments,
net of bank overdrafts. In the balance sheet, bank overdrafis
are included in current borrowings. Consistent with industry
practices balances relating o stocking loans are not
included in cash and cash equivalents,

20. Pensions

The Group operates the “Lookers Pension Plar, the “Dutton
Forshaw Group Pension Plan” and the “Benfield Group
Pension Plan” which are defined benefit pension schemes
previding benefits based on final pensionable salary. The
defined benefit schemes define the amount of pension
benefit that an employee will receive on retirement, dependent
on one or more factors including age, years of service and
salary. All schemes are closed to new members and to future
accrual. The last trieanial valuation of the “Lackers Pension
Plan” was carried out at 31 March 2016 by Aon Hewitt
Limited and has been updated to 31 December 2018 by a
guzlified independent actuary. The last triennial valuation of
the *Dutten Forshaw Group Pension Plan® was carried cut at
31 March 2016 by Aon Hewitt Limited and has been
updated to 31 December 2018 by a qualified independent
actuary. Tne last triemial valuation of the Benfield Group
Pension Plan was carried out at 31 March 2016 by Deloitte
Total Reward and Benefits Limited and has been updated to
31 December 2018 by a qualified independent actuary.

Under |AS 19 {Revised), the defined benefit deficits are
included on the Group’s balance sheet. Liabilities are
calculated based on the current yields on high quality
corporate bonds and on market conditicns, Surpluses are
only included to the extent that they are recoverable through
reduced contributicns in the future or through refunds frem
the schemes.

Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions are
charged or credited, net of deferred tax, each year to
reserves and shown in the Statement of Comprehensive
Income.

Interest expense or income is calculated on the net defined
benefit Hability or asset respectively by applying the discount
rate fo the net defined benefit liability or asset.

The Group also provides pension arrangements for
employees and certain Directors under defined contribution
schemes. Contributions for these schemes are charged to
the Income Statement in the year in which they are payable,

21. Share based payments

The Group issues equity-settied options to certain employees.
These are measured at fair value (excluding the effect of
non-market-based vesting canditions) at the date of grant.
The fair value determined at the grant date of the options is
expensed on a straight-line basis over the vesting period,
based on the Group's estimate of shares that will eventually
vest and adjusted for the effect of non-market-based vesting
conditions,

Fair value is measured by use of a Black Scholes model.
The expected life used in the model has been adjusted,
based on management's best estimate, for the effects of
non-transferability, exercise restrictions, and behavioural
considerations.

22, Financial instruments

Recognition of financial instruments

Financial assets and financial liabilities are recognised when
the Group becomes party to the contractual provisions of the
instrument,

Initial and subsequent measurement of financial assets
Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand
and other short-term deposits held by the Group with
maturities of less than three months. In common with sector
practice vehicle stocking loans are included within trade
creditors rather than cash equivalents.

Financial Statemeants
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Principal accounting policies

Trade, group and other receivables

Trade receivables, other than those with extended credit
terms, are inftially measured at their transaction price. Trade
receivables on extended credit terms, whereas Group and
other receivables are initially measured at fair value plus
transaction costs.

Receivables and contract assets are held to collect the
contractual cash flows which are salely payments of principal
and interest. Therefore, these recelvables are subsequently
measured at amortised cost using the effective interest rate
method,

Amortised cost is the amount initially recognised less
repayments of principal, plus or minus the ‘effective inferest’
which amortises any difference between the amount initfally
recognised and the maturity amount over the expected life of
the instrumeant.

Effective interest rate method

The ‘'effective interest’ is calculated using the rate that exactly
discounts estimated futurg cash payments or receipts
(considering all contractual terms} through the expected life of
the financial asset or financial Hahility to its carrying amount
before any ioss aliowance.

The ‘effective interest rate’ is applied to the carrying amount of
a financial asset hefore any loss allowance, unless the
financial assets becomes credit-impaired, fi.e. an event has
occurred which has a detrimental impact on the estimated
future cash flows), in which case the ‘effective interest rate’is
applied to the carrying amount of the financial asset net of any
loss allowance, If a financial asset is ne longer credit-impaired
due to an improvement in credit risk that chjectively relates to
a subsequent event, the 'effective interest rate’ reverts to
being applied to the carrying amount before any foss
allowance.

Irapairment of financial assets

An impairment l0ss is recognised for the expected credit
losses on financial assets when there is an increased
probapility that the counterparty will be unable to settle the
instruments contractual cash flows on the contractua) due
dates, a reduction in the amounts expected to be recovered,
or both.

The probability of default and expacted amounts recoverable
are assessed using reasonable and supportable past and
forward-looking information that is available without undue
cost or effort. The expected credit loss is a probability-
weighted amount determined from a range of outcomes
{including assessments made using forward laoking
information) and takes into account the time value of meney.
Credit losses are measured on a collective basis and all

instalments have been grouped based on their similar
coliective characteristics. There are some financial assets that
have been written off that are still subject to enforcement
activity.

Trade receivables, contract assets and lease receivables
For trade receivables, expected credit losses are measured by
applying an expected loss rate o the gross carrying amount.
The expected loss rate comprises the risk of a default
occurring and the expected cash fiows on defauli based on
the aging of the receivable, The risk ¢f a default aecurring
always takes Into consideration all possible default events over
tha expected life of those receivahles ("the lifetime expected
credit losses”).

Expected cradit losses are considered over the maximum
contractual period during which the entity is exposed to credit
risk by extrapolating expectations beyond periods covered by
reasonable and supportable forecasts.

For trade receivables and contract assets, differences
between the contractual and expected cash fiows are
discounted af the original effective Interest rate used inthe
amortised cost measurement.

{mpairment losses and subseguent reversals of impairment
losses, are adjusted against the carrying amount of the
recelvable and recognised in profit or loss.

Financial liabilities and equity

Financial fiabilities and equity Instruments are classified
according to the substance of the contractual arrangements
entered into. An equity instrument is any contract that
evidences a residual interest in the assets of the Group after
deducting all of its liabilities.

Initial and subsequent measurement of financial liabilities
Trade, group and other payables

Trade, group and other payables {which include repurchase
commitments, stocking loans and consignment crediiors) are
initially recognised at fair value, net of transaction costs and
subsequently at amortised cost using the effective interest
method.

Equity instruments
Equity instruments issued by the Company are recorded at fair
value on initial recognition net of transaction costs.

Financial guarantee contacts

Financial guarantees given by the Company to its subsidiaries
are initially recognised at the amount of any premium received
anrd are subsequently recognised at the higher of the loss
aflowance and the amount initially recognised less any
amortisation.
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Principal accounting policies

The loss allowance is the provisicn for expected credit losses
determined as the weighted average of the expected
payments to reimburse the lender for credit losses it incurs if
the subsidiary defaults on its loan contract weighted by the
respective risks that the subsidiary will default on the loan
contract,

The risk of 2 default occurring takes into consideration default
events that are possible within 12 months of the year end {*the
12-month expected credit losses”) unless the risk that the
subsidiary will default on its loan contract has increased
significantly since initlal recognition, when all possible default
avents ovar the expected life of the cantract are considerad
(“the lifetime expected credit losses”).

In assessing whether the risk that the subsidiary will default on
the loan contract has ingreased significantly, the Company
compares the risk of default at the year end with the risk of &
default at Inception using reasonable and supportable past
and forward-looking information that is avallable without
undue cost.

The expected payments to reimburse the lender are
discounted at the effective interest rate, or if the effective
interest rate cannot be determined, a discount rate that
reflects the current market assessment of the time value of
money and the risks specific to the cash outflows that have
not been adjusied for in the cash flows being discounted.

23. Prior period restatement

Following the refinancing that occurred during late 2018 the
Directors have reviewed the terms and conditions prevalent
within the previcus revolving credit facility arrangement. As a
result of this review, the Directors have considered it more
appropriate to reclassify the previaus revolving credit facility
balances that was disclosed within overdrafts in cash and
cash equivalents to be shown as long-tarm financia! flabilities.

This presentation is then consistent with the disclosure of the
new long-term revolving credit facility. The effect of this
restatement in the statemant of financial pasition for the
Group on the years ending 31 December 2017 and 1 January
2017 are as follows:

1.Jan
2017 2017
tm Em

Aspreviously reported: . o
Cash and cash guivalents at 31 December 453 398
Bank overdrafts (52.5) (11.0)
Cash and cash equivalenis reported in the cash flow statement {7.6) 2838
Current labiites S
Bank loans and overdrafts o T } 661 281
Non-current liabilities - B _ B
Long term borrowings i 770 88.8
Total liabilities 1434 113.9
Net current assets 38.2 41.0
As restated:
Cash and cash equivalents at 31 December ) 453 398
Bank overdrafts B 6.4) {7.6)
Cash and cash equivalents reported in the cash flow statement 38.9 32.2
Current liabilties B - ] ]
Bank loans and overdrafts _ 18,6 K
Non-current libilifes _ )
Long term borrowings B 123.5 92.2
Total liabilities 1431 113.9
Net current assets 84.7 44.4

Financial

Statements
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Principal accounting policies

The effect of this on the consolidated cash flow statement is as follows:

2017
£m

As previously reported:
Net cash outflow from financing activities {26.7)
Decrease in cash and cash equivalents (36.4)
As restated: ——
Net cashinflow from financing activities 6.4
increase in cash and cash equivalents 6.7

There is no effect an the reparted profits for either financial year as a rasult of this prasentational adjustment,

The effect of this restatement in the statement of financial position for the Company on the years ending 31 December 2017 and
1 January 2017 are as folfows:

1Jan
2017 2017
o £m £m

As previously reported: . ] ) ,
Cash and cash equivalents at 31 December o ) B 18 308
Bank overdrafts 67.2) (13.4)
Cash and cash equivaienis {65.4) 17.2
Long term borrowings ' B 85.0 75.0
Total long term borrowings 65.0 75.0
Net current assets 313.4 1376
Astestted: ~ T Tt o e
Cash and cash equivalents at 31 December N o . o He 308
Bank overdrafts (207 (10.0)
Cash and cash equivalents 8.9 20.6
Long term borrowings o ' B e 1115 78.4
Total long term borrowings 111.5 78.4
Net current assets 3509 191.0
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Statement of Total Comprehensive Income

Total Total
2018 2017
Note £m £m

Revenue 1 4879.5 4,696.3
Cost of sales {4,364.0) {41999
Gross profit 515.5 504.1
Distribution costs o {294.6) (292.5)
Administration expenses (1 53. 3) (135.0)
Share based payments (1 iy {1.7)
Other operating incorne 77 25
Operating profit 73.6 77.4
Net interest ) 4 {18.3) (16.3)
Net interest on pension scheme obligations "~ T 21 {7 [(*/N
Fair value movement on derivative instrument T - 18
Debt issue costs {0.5) 04
Profit before taxation P 53.1 58.4
Tax charge 5 9.8 {10.5)
Profit for the year 43.5 47.8
Actuarial {losses)/gains on pension scheme obligations® 21 {(72) 108
Defarrad tax on pension scheme obligations* 5 1.9 . 9)
Total other comprehensive income for the year (6.0) 8.7
Total cormnprehensive income for the year 375 56.6
At’cnbutable to: o o o
Shareholders of the company 375 ) 568
Earnings per share: - S .
Basicearningspershare 7 107 __1206p
Dilted earnings pershere 7T~ 108%p __ 11.70p

*Will not be recycled to profit and loss
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Statements of Financial Position

Group Restated Restated Company Restated  Restated
2018 2017 1 Jan 2017 2018 2017 1Jan 2017
Note £fm £m £m £m £m £m
Non-current assets
Goodwill 8 116.2 1089 1076 - - -
Intangible assets 9 114.6 112.3 109.8 132 1.3 8%
Property, plant and equipment 10 3509 3420 SENE [a ki 04 0.3
Investment in subsidiaires - - - - 1988 B7.8 578
Deferred tax assets 18 - - - 2.2 41 87
581.7 563.2 536.5 152.9 73.6 75.5
Current assets -
Invenfories 12 10277 984.1 8394 - R
Trade and otherreceivables 18 1786 3411 D350 3803 4613 4056
Current tax receivabie - 1w - o1 10 -
Rertal flest vehic R £ 64.2 609 671 - = =
Cash and cash equivalents 1B 44.4 453 398 19.1 11.8 306
Assets held for sale 25 80 - - - - -
1,313.8 13324 1171.3 4175 47473362
Total assets 1,896.5 1,895.6 1707.8 570.4 B547.7 __ B11.7
Current liabilities )
Bank loans and overdrafts 17 2.6 19.6 217 259 307 200
Trade and other payables 16 19357 1,228.1 1,0905 1189 8356 218.8
Current tax payable 0.9 - T 147 - - 84
1,238.2 1,2477 1,126.9 144.8 114.2 245.2
Net current assels 746 847 444 3797 35989 191.0
Non-current liabilities - ) ]
Bankloans 7 1287 123.5 29 187 1115 784
Trade and other payables 16 194 568 336 - - -
Pensian scheme obligations o1 68.9 638 784 694 8BS 39
Deferredtaxliabilites =~ 18 400 7388 7 B8BH° - I
257.0 262.9 239.2 188.1 1771 118.3
Total liabilities 1,496.2 1,510.6 1,3661 332.9 291.3 363.5
Net assets 399.3 385.0 3417 2375 2566.4 148.2
Sharehoiders’equity - o -
Ordinary share capital 19 19.4 189 19.8 194 19.9 19.8
Share premium 784 784 7T 784 784 I
Capital redemption reserve 181 ‘948 7 148 1541 48 146
Retained eamings 2864 0731 229.6 1246 1435 36
Total equity 398.3 385.0 3417 2375 256.4 148.2

Details on the prior period restatement are given on pages 90 and 91. The profit after tax for the Company was £9.6m

(2017: £114.8m).

The financial statements of Lookers plc registered nc. 111878 were approved by the Directors on 17 Aprii 2019.

Signed on behalf of the Directors.

Vol

A.C. Bruge
Director,

R. A. Gregson ~

Director

-
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Consolidated Statement of Changes in Equity

Capital
Share Share redemption Retained Total
capital pramium reserve earnings equity
Note fm £m £m £m £m
-As.at 1 January 2017 19.8 777 14.6 2096 3417
Profitfortheyear =~ - - - 475 479
Total other comprehensive income for the year - - - 8.7 8.7
New shares issued 19 e} Q7 - - 08
Share based compensatién 20 - - - 17 17
Tax recognised in equity 5 - - - (0.8) {0.8)
Dividends paid 6 - - - (150 (1500
Asat 31 December 2017 18.9 78.4 14.6 2724 385.0
As at1 January 2018 ) o188 784 148 2721 3860
Profit for the year o - - - - 4356 453753
Total other comprehensive income fortheyear - - - . (6 Q) 6.0
New sharas issued o 19 0.0 C.0 - 00
“Share based ccmpensatlon 20 - - - 1 7 17
Share buy-back . 19 {05 - _ 0.5 ©.3) (8.3)
Dividends paid - 6 - - - (168} (156
Asat 31 December 2018 19.4 78.4 154 286.4 399.3

Retained earnings include £16 Bm (2017 £16.8m) of non-distributable reserves relating to properties which had been
revalued under UK GAAR, but treated as deemed cost under (FRS,

Company Statement of Changes in Equity

Capital
Share Share redemption Retained Total
capital premium reserve earnings eguity
Note £m £m £m £m £m
As at 1 January 2017 19.8 T 14.6 3641 148.2
Profit for the year - - - 1148 1148
Total other comprehensive income for the year - ~ - ' b9 5.9
New shares issued iE o1 07 - - 08
Share based compensation 20 - - - 17 17
Dividends paid 6 - - - (15.0} (15.0)
As at 31 December 2017 19.9 78.4 14.6 143.5 256.4
As at 1 January 2018 19.9 78.4 14.6 143.5 256.4
Profit for the year - - - 9.6 9.6
Total other comprehensive income for the year - - - (5.3} (5.3)
New shares issued ] — 19 00 GO - - 0.0
Share based compensation 200 - - - 17 17
Sharebuy-back - 9 05 - 05 EE) 9.3
Dividends paid 6 - - - {(15.6) (15.6}
As at 31 December 2018 19.4 78.4 151 124.6 2375

Financial Statemenis
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Consolidated Cash Flow Statement

Group Restated
2018 2017
Note £m £m
Cash flows from operating activities
Profit for the year 43 5 479
Tax charge 96 106
Depreciation of property, plant and equipment D06 207
Fair value on derivative instruments N c4)
{Profit)/loss on disposal of property, plant and equipment } )] 04
Amartisation of intangible assets Il 56 58
Share based compensafion ~— 17 1.7
interest income - 03 03
Interest payable L o i 186 166
Debt issue costs ) T - 06 04
Difference between pension charge and cash contributions - 2.1 (36
Changes in inventories L ) ] ) 14 {1447)
Changes in receivables ) 485 {69
Changes in payabies (60.4) 1430
Cash generated from operations 79.4 79.7
Purchase of rental fleet vehicles |94 @)
Proceads from sale of rental fleet vehicles 0.3 870
interest paid (18.6) (176.6)
Interest received ) 03 03
Tax paid B (743 (R6.5)
Net cash inflow from operating activities 54.9 378
Cash flows from investing activities
Purchase of property, plant and equipment . (05.7) 46.1)
Purchase of intangibles T - ) ) 79 {éf%) N
Purchase of subsidiaries net of cash received 24 o (137 {13
Proceeds from disposal of property, plant and equipment T _ _ 35. 80
Net cash cutflow from investing activities (12.2) (47.5)
Cash flows from financing activities
Proceeds from issue of ordinary shares L 0.0 0.8
Redemption of ardirary shares T B - @3 -
Repayment of loans _ 17 {14.6) (12.6)
Draw down on RCF T 135.3 08238
Repayment on RCF N - f1349) @397
Dividends paid 1158 {50y
Net cash {outflow)/inflow from financing activities (38.3) 16.4
Increase in cash and cash equivalents 4.4 6.7
Cash and cash equivalent at 1 January - 389 30.2
Cash and cash equivalenis at 31 December 15 43.3 38.9

Details on the prior period restatement are given o pages 90 and 81,
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Notes to the Financial Statements

1. Segmental reporting

At 31 Decemper 2018 and 31 December 2017, the Group is organised into one business segment being moter distribution,
All revenue and profits originate in the United Kingdom and the Republic of Ireland.

Year ended Motor
31 December 2018 distribution Unallocated Group
£m £m £m
New cars o . 23948 - 2,304.8
Usedcars . . . ... %934 - = 19394
Aftersales o 545.3 - 545.3
Revenue 48795 - 48795
Segmental operating profit S 87.2 (13.6) 73.6
Netinterest = , : (15.5 29 (18.3)
Net interest on pension scheme obligations o o - {17 {1.7)
Debt issue costs - {0.5) {C.5)
Frofit before taxatlon T G 88 531
Tax charge - S i 7 _ 7 (9.6)
Profit for the year ) ) ) ' 43.5
Total assets 1,895.5 - 1,885.5
Total liabilities 1,364.0 131.3 1,496.2
Year ended Motar
31 December 2017 distribution Unallocated Group
£m £m £m
New cars B 2.476.8 - 24768
Used cars - 17027 - 17027
Aftersales 7 ' o 516.8 - 516.8
Revenue 4696.3 - 4,696.3
Segmental operating profit ] 84.7 (7.3) 77.4
Net interest T (i34~ g (183
Net interest on pension scheme obligations - {4.9) '(4_1.2)
Fair value on derivative instrument - 1.9 19
Debt issue costs ) o - T (04) 04
Profit before taxation 71.3 (12.9) 584
Tax charge N ] - (10.5)
Profit for the year } 479
Tolal assets 41,8956 - 1,895.6
Total liabilities 1,367.5 14341 1,5610.6
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Notes to the Financial Statements

2, Profit befare taxation

The following items have been included in arriving at profit on 2018 2017
ordinary activities before taxation: m £m
Staff costs 2879 280.3
Depreciation of property, plant and equipment ] 143 14.5
Depreciatior. of rental flest assets B 6.3 6.0
Amortisation of intangible assets 56 56
{Gain)/ioss on dispasal of rental fleef vehicles _ o ©.5) 0.4
Cost of inventaries recognised as an expense L 3,684.0 38870
Property operating leases - 182 159
Plant&equipment operatingleases ~ - 04 15
Gain recogrised on properlysele end lesssback T en e

During the financial year ending 31 December 2018 the group successfully completed, two sale and leaseback transactions
from its property portfolio, Both transactions have resulted in operating leases being recognised and gains have been
recognised immediately in the income statement as & result of the previous property carrying amount being less than the
sale price (established at fair value) at the point of leaseback. A similar transaction occurred in tha prior year resulting in a
smaller gain. The effect of these transactions has given rise to a £35.1m inflaw in the consolidated cash flow statement.

All szle and leaseback transactions have been made to fund the high level of capital expenditure incurred in the year ending

31 December 2017,

Services provided by the group’s auditor
The analysis of auditor's remuyneration is as follows:

2018 2017
Group £000 £000
Audit of the company L o ) 20 20
Audit of the company’s subsidiaries T T 660 337
Total audit fees 680 357
Taxation compliance services ] - -
Services relating to corporate finance transactions _ - -
Gther non-audit fees o0 20
Other advisory fees B - -
20 20

Total non-audit fees

Fees payable to Deloitte LLP and their associates for non-audit services to the company are not required to be disclosed
because the consolidated financial statements are required to disclose such fees on a consolidated basis and therefore

included above.

Details of the Company's pelicy on the use of auditors for nen-audit services, the reasons why the auditor was used rather
than another supplier and how the auditor’s independence and objectivity was safeguarded are set out in the Report from

the Chairman cf the Audit and Risk Committee.
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3. information regarding employees

2018 2017
Employee costs: £m £m
Wages and salaries _ 2568 25041
Social security costs ) 95.6 4.4
Dther pension costs - 65 5.8

287.9 280.3

Inciuded in the pensions cost figure is £3.4m (2017: £nil} in relation to enhanced past service costs, See note 21 for further
detalls.

2018 2017

Average number employed during the year: No. No.
Pioduction _ _ L - 1886 1738
Selling and distrioution _ N 2,200 2,137
Administration 4,287 4,310
8,323 8,175

2018 2017

Key management compensation: £m £m
Salaries and shart-tarm employes benefits 7.0 7.0

The key management campensation given above includes Executive Directors and key operational staff. During the year the
aggregate gains made on the exercise of share opticns by Diractors was £nil (2017 £nil), Further details of Directors’
remuneration is included in the Directors’ Remuneration Report, The average number of employees for 2017 has been
re-presented tc provide more comparable information to the 2018 average number of employees numbers.

4, Finance costs - net

2018 2017
Interest expense: £m £m
Interest payable on bank borrowings j 56 @49
Interest on censignment vehicle liabilities and stocking loans {13.0) 117

(18.6) (16.6)

Interest income:
Bark interest 0.3 0.3

Finance costs ~ net {18.3) {16.3)
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5. Taxation
2018 9017
£m £m
Current tax charge:
Current year 108 {22
Adjustment in respect of prior years B T8 2.8
30 9.4
Deferred tax charge:
Deferred tax - ] T 08 T 08
Adjustment in respect of prior years o o - 05
08 1.1
Total income tax charge in the Incorme Statement 8.6 10.5
Tax on ftems charged to Gther comprehensive income: )
Tax cn pension scheme obligations } o ' (1.2) 1.8
Tax on items charged directly to equity:
Tax on share based compensation and derivative instruments - 0.8
G.9) 57
Reconciliation of total tax
Profit before tax 7 53.1 684
Standard rate of corporation tax 104 11.3
Disallowable items o A 0.9 0.9
Share based compensation 05 06
Adjustments in respect of prior years (1.8) @3
Difference on overseas tax rate {0.1) -
Tetal tax 9.6 10.5

The Finance Act 2015 has resulted In a change of tax rates from 19% to 18% during the year {2017 20% to 18%). The
Finance Act 2019 will resultin a further reduction to 17% in future years.

€. Dividends
2048 2017
£m £m
Interim dividend for the year ended 31 December 2018 1,48p (2017 1.41p) 5.8 b6
Final dividend for the year ended 31 December 2017 2.48p (2016: 2.36p} B 98 G4
15.6 15.0

The Directors propose a final dividend of 2.60p per share in respect of the financial year ending 31 December 2018 (2017:
2.48p). The proposed final dividend is subject to shareholder approval at the Annual General Meeting and has therefore not
been included as a liability in these financial statements.

7. Earnings per share

The calculation of earnings per ordinary share is based on the profit on ordinary activities after taxation attributable to
shareholders amounting to £43.5m {2017: £47.9m) and a weighted average number of ordinary shares in issue during the
year of 393,422,446 (2017: 397,305,738).

The diluted earnings per share are based on the weighted average number of shares, after taking account of the dilutive
impact of shares under option of 17,964,669 (2017 12,030,502).

2018 2017

Earnings Earnings

pershare per share

P ]

Basic EPS 11.07 12.06
Effect of diutive securities {0.48) {0.36)
Diluted EPS 10.59 1170
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8. Goodwill
Goodwill has arisen in the year as a result of the acquisitions made as discussed in note 24.
2018 2077
£m £m
Cost
As at 1 January 1183 118.0
Additions 73 13
As at 31 December 126.6 119.3
Aggregate impairment 3 o i
As at 1 January 04 104
Impairmeant - -
As at 31 December 10.4 10.4
116.2 108.9

Carrying amount at 31 December

During the year the Group has changed its approach for the determination of cash generating units (CGLs). Previously this was
done on a subsidiary by subsidiary basis however the Directors have elected to change this in the current year to better reflect
the markets served by the CGU's and the appropriate level at which CGUs are monitored for impairment.

The following table summarises goodwill and intangibles with an indefinite usefut economic life allocated by CGW

R ZA1E Gaadudi Sl 2018 inngngisfas BT Gaoawll iy | 2077 Inlaseihies S

JLR 13.8 - 13.8 -

Audi 221 28.9 221 2849

Charles Hurst 94 - 9.4 -
Renault Nissan 2.6 2.9 2.6 2.9
Mercedes-Benz 15.2 28.2 16.2 282
Volkswagen 75 16.9 75 16.9
Ford 2687 2.5 19.4 28

BMW 9.6 223 96 223

Vauxhall 0.2 - 0 -

Fleet & Leasing =N - 9.1 -
116.2 1011 1089 1014

There are a number of key assumptions within these forecasts and these have been based on management’s past experience,
knowledge of the market and given the significant uncertainty surrcunding Brexit, an assumption has been made that the UK wilt leave
the EU through an orderly exit, Set out below are the key assumptions that have been used in determining the impairment model.

V AgguriEien AR 2017

Two to five year revenue growth 14% 18%

Twe to five year operating expenses growth 1.1% 1.0%
Post five year growth rates 0.0% 0.0%

Discount rate 87% 9.7%

The pre-tax adjusted discount rate used has been calculated and benchmarked against externally available data.

As a result of the impairment review, for all CGUs the value in use estimation exceeds the associated carrying value. However,
acknowledging continued uncertainty in the UK ecanomy, including the autcome of Brexit negatiations, we have prepared a
gensitivity analysis, principally being a reduction in forecast revenue of 6%, This shows that, with the exception of the BMW,
Vatkswagen and Ford CGUs, no impairment arises in response to reasonable possible change scenarios. For the three CGUs that
dao show material impairment, the impairment that would arise is as follows;

SO s
BMW 174
Volkswagen 7.3
Fard 5.5

Based on the review performed, the Directors believe that the value of the CGUs remains strong and will continue to menitor
performance during 2019. At 31 December 2018 we consider that the carrying values in use of all CGUs included in the financial
statements are appropriate.
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9. Intangible assets

T

Licences developirent Brands Total
Group £m £m £m £m
Cost
Asat1January 2017 _ 1004 15.7 2.5 118.3
Additions - 8. e 8.1
As at 31 December 2017 10041 238 2.5 126.4
Asat1January 2018 - 10041 038 25 1264
Additicns o T 79 e 7.9
As at 31 December 2018 1001 31.7 2.5 134.3
Accumulated amortisation o i .
Asat 1 January 2017 - 70 15 85
Charge fortheyear - 58 - 55
As at 31 December 2017 - 12.6 15 143
As et 1 January 2018 ] - 126 16 141
Charge for the year - 5.6 - B8
As at 31 December 2016 - 18.2 1.5 07
Carrying amount 7 7 o
As at 1 January 2017 ) 10041 87 1.0 109.8
As at 31 December 2017 and 1 January 2018 10041 11.0 10 112.3
As at 31 December 2018 100.1 13.5 1.0 114.6

IT development

Company m
Cost . j
As at 1 January 2017 o T - T " 163
Additions T - ) . o B - X
As at 31 December 2017 234
As at 1 January 2018 B o 034
Additions ) T4
As at 31 December 2018 30.8
Accumulated amortisation
As at 1 January 2017 - 6.6
Charge forthe year B 5.5
As at 31 December 2017 124
As at 1 January 2018 121
Charge forthe year j - B 55
Asat 31 December 2018 976
Carrying amount -
As at 1 January 2017 S 87
As at 31 December 2017 and 1 January 2018 B o - 11.3
13.2

As at 31 December 2018
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10. Property, plant and equipment

Freehold Leasehald

property property Other Total
Group £m £m £m £m
Cost
As at 1 January 2017 245.2 78.2 718  386.2
Additions ) 988 1.9 154 461
Disposals ] (3.4 9.9 (18.5)
As at 31 December 2017 267.8 777 773 422.8
As at 1 January 2078 o 2678 777 Ti3 4998
Additions B - 143 08 108 257
Additions arising from business combinations ] 4 05 06 125
Tansfors fom currentassets - T B0 80
Disposals T 38 - = 8y
Transfers to assets held for sale {17 - - 117
Asat 31 December 2018 268.2 78.8 967  443.7
Accutiuiated depraciation - T
As at 1 January 2017 178 166 430 TN
Charge for the year 20 27 8.8 14.5
Disposals 0.9) (2.2) {77} {(10.8)
As at 31 December 2017 8.6 17.1 45,1 80.8
As at 1 January 2018 18.6 171 451 80.8
Charge for the year 21 2.0 10.0 14,3
Dfposas ) ) : E )
Transfers to assets held for sale 1.9 - - 1.2}
As at 31 December 2018 18.4 18.3 551 938
Cayingamout T T T o e
As at 1 January 2017 - 2977 62.6 288 3181
Asat 31 December 2017 and 1 January 2018~ 0480 T 806 0 322 T 3490
As at 31 December 2018 2498 59.5 416 3500

During the current year the Directors have elected to re-present the analysis of property, plant and equipment in order to
make the disclosure note mere concise. Leasehold property includes property held on both long and short leasehold terms,
Other includes plant and machinery, fixtures, equipment, motor vehicles and assets in the course of construction.

Assets in the course of construction relate to build costs that have been incurred but the property is not yet in use. The total of
these assets held at 31 December 2018 is £8,9m (2017: £1.2m). These assets will be transferred to Freehold property when

complete.

At 31 December 2018 there is an amount of £nil (2017: £nil} committed for future capital expenditure.

During the year the Directors have reclassified certain praperties to assets held for sale, See Note 25 for further details.
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10. Property, plant and equipment {continued}

Other
Company £m
Cost
As at 1 January 2017 2.4
Additions 0.4
As at 31 December 2017 2.8
As at 1 January 2018 ) 2.8
Additions 0.6
As at 31 December 2018 3.4
Accumulated amortisation e S
Asat 1 Januery 2017 21
Charge for the year 0.3
As at 31 December 2017 2.4
As at 1 January 2018 24
Charge for the year 0.3
As at 31 December 2018 2.7
Carrying amount N . - o
As at 1 January 2017 o 03
As at 31 December 2017 and 1 Jaruary 2018 0.4
As at 31 December 2018 0.7
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11. Investments in subsidiary undertakings

2018 2017
Cast £m £m
As at 1 January 57.8 578
Transfers from subsidiary undertakings 69.0 -
As gt 31 December 126.8 £7.8

As a result of a group reorganisation, during the year the Company is now the immediate parent entity to Lookers Motor
Group Limited. This investment was formerly held by Lookers Mator Holdings Limited and has been transferred in at its

existing book vaiue,

Details of the subsidiary undertakings of Lookers plc are as foilows:

Registered Office: Lookers House, 3 Etchells Road, West Timperley, Altrincham, WA14 5XS

Incorperated and ragistered

in England

Addison Motors Limited

Addison TPS Lim/ted

Aston Green Limited

Banfiald Moter Group Limited
Benfield Pension Trustees Limited
Billingham Matorg Limited

Bluebell {Crawe) Limited

Boliing Investments Limited
Bramall & Jones VW Limited

Bristal Trade Centre Limited

Burton Trade Centre Limited

Castla Bromwich Motors Limitad
Chipperfield Garage Limited
Chipparfiald Haldiags Uimited
Celborne {HGG) 2012 Limited
Celbornes Trade Parts Limited
Colebrook & Burgess {North Shields)
Limited

Colebrook & Burgess {Teesside} Limited
Colebrook 8 Burgess {Wallsend) Limited
Colebrook & Burgess Haoldings Limiteg
Colebrook & Burgess Limited

Cox & Ca {Lookers) Limited

Drayton Group Limited

Dravten of Stoke Limited

Drayton of Stourbridge Limited
Draytor of Wolverhampton Limited
Drayton Vehicle Contracts Limited
The Dutton-Forshaw Trustee
Company Limited

Dutton-Forshaw Holdings Limited
Dutton-Forshaw Limited

«Get Motoring UK Limited

Golf & Turf Machinery Limited
Harpers Carlisle Limited

Howdens of Harrogate Limited
Jackson & Edwards Limited

¥ings Lengley Land Rover Limited
Knights North West Limitad

took 4 Car Credit Limited

Laok 4 Car Deals Limited

Lookars [J & S Leavar) Limited
Legkers (St Helens) Limited
Lookers Bedale Garage Limited
Lockars Birmingham Limited
Lockers Celborne Limitad
Loskers Diragtors Limited
Loskars GB & E Limited

Lookars JV Limited

Luukers Leasing Limited

wLuokers Motor Group Limited
«Lookers Motor Heldings Limited
Leuokers Motor Market Uimited
Lookers Motors Limited

Lockers North West Limited
Lackers Morwich Limited

Lookers of Barnsley Limited
Lockers of Bradfard Limited
Lockers of Burton Limited
Lookers of Celwyn Bay Lirmited
Lookers af Dewsbury Limited
Lookers of Macclesfield Limited
Lookers of Manchester Limited
Logkers of Narthwich Limitad
Lookers of Rochdale Limited
sLookers Pensien Plan Trustee Limited
Lookers Property (Warehouse) Limited
tookers Secrelaries Limited
Lookers South East Limited
Lookars Southern Limited
Lookers Tharnton Engineering Limited
Marting (Burnley) Limited

Marting (Middlesbrough} Limited
Marting {Stockton) Limited
Marting {Sunderland) Limited
Martins-Wellington Limited

MEB South Limited

Metear Group Limited

Mgtacr Hira Limited

Motor Garaga Mossley Limited
Mator Trade Centres {UK) Limited
NNK Heldings Limited

Picking {Liverpaol} Limited

Platts Harrls Limitad

PLP Motors Limitad

Pellendine Motars {Frintan) Limited
Radferd {Bavarian) Limited
Readshow Limitad

Reogedala Finance & Leasing Limitsd
8. Jannings Group Limited

S. Jennings Limited

The Devercourt Motor Company Limited
The Pution-Forshaw Group Limited
The Dutton-Forshaw Mator
Company Limited

#1he Dutton-Forshaw Trustee
Company Limited

Truc-Bodfes Limited

Vehicle Rental Services Limited
Wikings Canterbury Limited
Warwick Holdings Limited

Incorporated and ragistered
in Northern Ireland

Registered Office: 62 Boucher Road,
Antrim, Belfast, Northern refand
BT12 6LR

Adelaide Finance Limited
Balrds Cars Limited

Balmoral Mators Limited
Charles Hurst Holdings Limited
Charles Hurst JV Limited
Charles Hurst Limited

Charles Hurst Motors Limited
Fleet Financial Limitad

Guthrfe & Andersan Limitad

All subsidiary companies are wholly owned through ownership of ardinary share capital,

*These subsidiaries are directly owned by Lockers plc whilst the remaining are indirectly owned.
**Registered Office: 528/540 Windmill Hill Street, Motherwell, ML1 2AC

**Registered Office: 1 Brasswell Park, Annan Read, Dumfries, DGT 3JA

***Registered Office: 520 Hillington Road, Brachead, Glasgow, G52 4UB

Hurstoo Limited

Lockers Property (NI} Limited

Savilles Auto Village Limited

«Th2 Charles Hurst Corporation Limited
Thompson-Reid Tractors Limited

Town & Country Fuels Limited

Ulster Garages Limited

incorporated and rogistered
In Scotland

wAran Qils Limited

“Ballcog (Ne,1) Limited

=Ballcop (No.2) Limited

*Ballcap {No.3) Limited

wBallcop (No.4) Limited

*Balleap No.5} Limited

**Ballcop NaT) Limnited

*Balcop (No.8) Limited

“Balicop (Ne.9} Limited

*Eallcop (Ne.10} Limited
*Ballcop (Net 1) Limited

~(Clyde Rover Limited

*Hurst Energy Senvces Limited
*Hurst Fuels (Caledonia} Limited
*nverclyde Sales & Service Limited
*+) M Sloan & Company (Car Hire)
Limited

+* ) M Sloan & Company Limited
* JN Holdings Limited

wi+ gmand Motors (East) Limited
+ omend Motors Limited
w+Lamond TPS Limited

*+f pokers Clyde Limited
**_ookers Property (Scotland) Limited
**Shields Automotive Limited
wTaggarts Motor Group Limited

Incorperated in Republic of Ireland
Charles Hurst Dubfin Limited
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12. Inventories

Group
2018 o017
£m £m
Goeds for resale 54757 5421
Consignment vehicles 4800 4420
10274 83441

Included within goods for resale are amounts for parts totaliing £34.1m (2017; £34.6m). Due to the nature of inventories held
there have been negligible amounts written off as an expense during the vears ending 31 December 2018 and 31

December 2017,

13. Trade and other receivables

Group Company
2018 2017 2018 2017
) . . £m £m £m £m
Trade debtors . 1216 139.8 - 04
. Group receivables . - - 8788 4999
Otherdebtors _ 308 738 =k} 308
Prepayments - . B 27.4 074 13 2.4
L 7795 2414 3893 4613

Balances within Group receivables relate to balances due from subsidiary undertakings of the Company. All amounts are

unsecured, interast free and repayable on demand.

14, Rental fleet vehicles

Group
2018 2017
£m £m
Cost
As at 1 January ) 636 6908
Additions in theyear B 89.4 871
Disposals - - (95.9) ©3.4
As at 31 December 571 63.6
Accumulated depreciation
As at 1 January 27 2.8
Charge for the year T 8.3 8.2
Disposals (8.1} {6.3)
As at 31 December 29 27
54.2 60.9

Carrying amount at 31 December
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15. Cash and cash equivalents

Group Company
2018 2017 2018 2017
£m £m £ £m
Cash at bank and in hand 444 453 194 11.8
Bank overdraft (11 (6.4) T 985) (207)
Cash and cash equivalents 43.3 38.9 (6.4) (8.9}
16. Trade and other payables
Group Company
2018 2017 2018 2017
Due in less than one year: £m £m £m fm
Trade payables i 2823 2093 44 88
Repurchase commitments and stocking {oans 3365 3264 - -
Consignment vehicie craditors 480.0 44290 - =
Group payables ’ - - 106.0 50.7
Rental fleet vehicle finance 40.0 46.4 - -
Other tax and social security payable ) 94 182 - b6
Other éléedftors 39.3 370 - 8.5
Accruals end deferred income 48,2 £8.0 85 1.2
Derivative financial instruments B - 06 - 06
123577 1,008 118.8 835
Due after more than one year:
Repurchase commitments ) ne 8w - -
Rental fleet vehicle finance 75 B7 - -
19.4 36.8 - -

Balances within Group payables relate to balances due to subsidiary undertakings of the Company, All amounts are
unsecured, interest free and repayable on demand.
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17. Financial instruments

Carrying amount of financial assets
The carrying amounts of financial assets by category were:

Group
2018 2017
£m £m
Financial assets measured at amortised cost:
-Cashatbank andin hand e ) . 444 453
-Tradereceivables T T - ) 1216 1398
- Other receivables 30.5 73.9
Total carrying amount 196.5 258.0

None of the assets are materially credit-impaired and there has been no significant ingrease In credlt risk since initial
recogniticn. The amounts disclosed above alsc represent the maximum exposure to credit risk ignoring cash flows from
realisation of the assets and Impairment losses, All amounts are considered to have comparable credit risk expasure,

The loss allowance based on the simplified approach for lifetime expected credit losses Is as follows:

2018
Group 2017
£m £m
Current {performing/under-performing and non-performing)  1.00% ] 1.6 .9
Past dus up to three months _ 2.00% o 04 05
Past due from three months up to six months 4.00% _ 041 041
Past due cver six months 8.00% - -
Total gross carrying amount at 3§ December 24 2.5
A reconcifiation of the changes in the loss allowance is set out below:
Group
2018 2017
£m £m
As at 1 January 25 2.2
Derecognitions including write-off's ) 03 T 04
(Credity/charge for the year {G.1) 0.7
As at 31 December 21 2.5
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17. Financial instruments (continued)

Carrying amount of financial liabilities

The carrying amounts of financial liabilities by category were:

2018 2017
£m £m
Financial liabilities measured at amortised cost: ]
- Bank overdrafts 11 64
- Secured bank loans (current and nen-current) 130.2 1367

- Trade and other payables

Financial liabilities measured at fair value through profitorloss:

12457  1,2461

-Intarestrate swaps (Level 2 fairvalue) - .08,
Total carrying amount 1,377.0 1,389.8
2018 2017
£m £m
Current
Bank overdraft 11 8.4
Secyred bank loans 1.5 180
2.6 19,6
Non-current
Secured bank loans 1287 123.5
Total borrowings 131.3 1431
2018 2017
Bank loans and overdraft repayable: £m £m
Lessthancneysar o o B 28 18.6
More than one year and not more than twoe years ] L - - 579
Mare than twa years and not more than five years } ) i 1228 B84
More than five years i B 58 72
131.3 1431
At 31 Dec Net RCF Loan Non-cash At 31 Dec
2016 movement repayment movement 2017
o . £m ~ Em £m £m £m
Term loan 85.0 - 0.0 - 75.0
Other loans N 177 - (2.5) - 15.2
RCF 3.4 431 - - 46,5
106.1 434 {12.5) - 136.7
At 31 Dec NetRCF Debt arising Loan Non-cash At31Dec
2017 movement onacquisition repayment movement 2018
_ ~ £m £m £m £m £m £m
Tarm loan ) ) 75.0 - - B0 {700 00
Other loans 6.2 - B9 06 - 1.5
RCF 48.5 1.2 - - T 1187
136.7 1.2 5.9 {14.6) 1.0 130.2

A nan-cash movement of £1.0m has arisen following the retranslation of a Euro denominated loan.
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17. Financial instruments {continued)

At 31 December 2018 the Group has a revolving facility of £250.0m with a further of £60.0m available for future
acquisitions. This facility was renegotiated on 21 December 2018 with the syndicated providers who had provided the
previous term loan and previous revolving facility. These previous facilfities have been settied in the year ending 31
December 2018 as a result of the new revoiving credit faciiity. The remaining balance of £70.0m on the term loan was rolled
into the new revalving credit facility.

The new revoiving credit facility expires on 31 March 2022 and has an option for a further ore year extension sutject to
syndicated approval. The facility is secured via a debenture over certain assets of the Group.

At 31 December the Group has the following undrawn committed borrowing facilities which expire:

2018 2017
£m £m
Within twe to five years 131.3 1972

Financial risk management objectives

The Group manages the financial risks refating to the operations of the Groug through internal risk reports which analyse
exposures by degree and magnitude of risks, Thase risks include market risk (including currency risk, fair valus interest rate
risk and price risk), credit risk, Hquidity risk and capital risk. The Group does not enter into or trade financial instruments
{including derivative financial instruments) for speculative purposes.

Market risk
The Group's activities expose It primarily to the financial risks of changes in foreign currency exchange rates and interest

rates,

Fereign currency risk management

The Group undertakes cerlain fransactions denominated In foreign currencies, hence exposures to exchange rate
fluctuations arise, Exchange rate exposures are managed within approved policy parameters utilising natural hedges where
appropriate.

The carrying amount of the Group’s foreign currency denominated monetary assets and monetary liabilities at the reporting
date is as follows:

Assets Liabilities
2018 2017 2018 2017
£m £m £m £m
Euro 2.5 1.2 24.2 268.6
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17. Financial instruments (continued)

The majority of the Group's business is carried out in sterling. However for the limited number of transactions in foreign
currency the group is mainly exposed to Euros. The following table details the Group's sensitivity to a 10% change in pounds
sterling against the respective foreign currency. 10% is the rate used when reporting foreign currency risk internally to key
management personnel and represents management’s assessment of the possible change in foreign exchange rates. The
sensitivity analysis of the Group's exposure to foreign currency risk at the reporting date has been determined based on the
change taking place at the beginning of the financial year and held censtant throughout the reporting pericd.

2018 2018 2017 2017
£m £m £m f£m
+10%change -10%change _ +10%change  -10% change
Financial essets , {0.2) 02 o) 01
Financial fabiiities ' 2.2 27 2.4 20

The sensitivity analyses below have been determined based on the exposure to interest rates at the reporting date and
stipulated change taking place at the beginning of the financial year and held constant throughout the reporting period. A
B0 pasis point change is used when reporting interest risk internally to the Board and represents the Board's assessment of

the possible change in interest rates.

+ 50 Basis Points

2018 2017

£m £m

Profit or loss 3.5 07

A decrease of 50 basis polnts has an equal and opposite effect to that disclosed above.

Credit risk management
Credit risk refers to the risk that a counterparty will default on s contractual obligations resulting in financial loss to the

Group. The Group has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral
where appropriate, as a means of mitigating the risk of financial loss from defaults, Default is defined by the Group as any
financfal asset subject to non-payment in accordance with the Group's standard terms and conditions. The group's exposure
and the credit ratings of its counterparties are controlled by counterparty limits that are reviewed and approved by
management.

Trade receivables are spread across a large number of counterparties across a large geographical area. The group does not
have any significant credit risk expostire to any single counterparty or any group of counterparties having similar
characteristics. The credit risk on liquid funds and derivative financial instruments is limited because the counterparties are
banks with high credit-ratings assigned by international credit-rating agencies.

The carrying amount of financial assets recorded in the financial statements, net of any aliowances for losses, represents
the Group’s maximum exposure to credit risk without taking account of the value of any collateral obtained.
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17. Financial instruments (continued)

Liquidity risk management

Ultimate responsibility for iquidity risk management rests with the Board of Directors, which has built an appropriate
liquidity risk management framework for the management of the Group’s short, medium and long-term funding and liquidity
management requirements. The Group manages liquidity risk by maintaining adequate reserves, banking facilities and
reserve borrawing facilities by continuously menitaring ferecast and actual cash flows and matching the maturity profiies of
financial assets and liabilities.

The following table details the Group's and the Company’s remaining contractual maturity for its non-derivative financial
liabilities, The tables below have been drawn up based on the undiscounted contractual maturities of the financial liabilities
including interest that will accrus to those liabilities except where the Group is entitled and intends to repay the liability
before its maturity.

0-3 3412 Over 1
months months Year Total
£m £m £m £
2048
Financial liabiiities 1,228.9 - 1484 1,377.0
2017
Financia! liabilities 12168 132 1802 13802

Inciuded in the analysis ahove are balances relating to repurchase commitments and stocking loans where the liability is
anly contractually due at the peoint where the related vehicle is sold to the end customer, in this way the Group matches the
cash outflow in respect of the liability with the cash inflow from the sale,

Also included within variable interest rate instruments in the zero to 3 months column is an amount of £336.5m (2017
£328.4m) relating to vehicle stacking loans.

Included within the analysis above are balances relating fo consignment stock where the liability is contractually due for

payment when the related vehicle is adopted by the Group. Adoption usuzally occurs for the purpose of selling the vehicle to
the end customer at which point the cash outflow in respect of the liability matches the cash inflow from the sale.

An analysis of the Company's borrowings is as follows:

2018 9017
£m £m
Current
Bank overdrafts 255 207
Secured bank loans ) i ~ 0.4 100
25.9 307
Mon current o
Secured bank loans B ] 1187 111.5
Total borrowings 144.6 142.2
2018 2017
Bank loans and overdrafis repayable y £m £m
Less than one year ~ 259 307
More than one year and not more than twoyears _ ) o - 100
More than two years and nct more than five years _ 187 1016
More than five years - -
144.6 142.2
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17. Financial instruments {continued)

Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation of the debt and equity balance. The Group’s overall strategy
remains unchanged since the prior year.

The capital structure of the Group consists of cash and cash equivalents, debt and berrowings, and equity holders of the
parent, comprising issued share capital, share premium, a capital redempticn reserve and retained earnings. The Group is
not subject to any externally imposed capital requirements.

Management reviews the capital structure on a semi-annual basis. As part of this review, the committee considers the cost
of capital and the risks assoclated with each class of capital,

Gearing ratio
The gearing ratio at the year end is as follows:

2018 2017

£m £m

Total borrowings ] 1813 1431
Cash at bank and in hand {44.4) (45.3)
Net deht 86.9 97.8
Total squity 3993 385.0
Net debt to equity ratio 21.8% 25.4%

Debt is defined as long-term and short-term borrowings as deftailed above, In accordance with sector practice and the
Company’s accounting policy, stocking loans are included as trade creditors. Equity includes all capital and reserves of the
Group that are managed as capital.
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18. Deferred taxation

Defarred tax is calculated in full on temparary differences under the liability methad using a tax rate of 17% (2017 17%) and

movements in the year are as follows:

Group Company
2018 2017 2018 2017
Em £m £m Fm
As at 1 January e 388 = 350 [EX)] 87
Arising on husiness combinations _ 1.8 - - -
Charged to the Income Statement e e 11 o) 31
Charged fo Other Comprehensive ncome 18 i 15
Transfers from subsidiary undertaking o - '_______' _:t o 64 -
Charged to equity - 08 - -
As at 31 December 40.0 38.8 (12.2) {4.1)
Group
intangible Accalerated tax
assets depreciation Capital gains Tetal
Deferred tax liabilities: £m £m £m £m
Asat1 January 2018 25.2 216 41 50.9
Arising from business combination - 1.8 - 1.8
Reclassifications {8.3) 6.3 - -
Movement in year 01 (€. - -
As at 31 December 2018 19,0 29.6 4.1 82,7
Share Employee
options benefits Provisions Tetal
Deferred tax assets: £m £m £m £m
As at 1 January 2018 o 0.7 __Qaon 07 121
Movement in year ' 0.2 (1.9) 0.4 {0.6)
As at 31 Decemnber 2018 {0.5) (11.9) (0.3) (12.7)
Net deferred tax liability
As at 31 December 2017 38.8
As at 31 December 2018 40.0
Company
Employee Accelerated tax
benefits Provisions depreciation Total
Deferred tax assets: £m £m £m £m
As at 1 January 2018 N {4.6) (0.5) 10 @
Movement in year (7.2} 0.4 (1.3) (8.1}
As at 31 December 2018 [11.8) {0.1} 0.3) (12.2)

The Directors do not consider it material to disclose the split of deferred tax balances between current and non-current. The
Directors are sglisfied with the recagnition of a deferred tax asset in the Company due fo the probability of future taxable

prafits becaming available,
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19. Share capital

2018 . 2017
Group and company Shares £m Shares £m
Authorised: _
Ordinary shares of 5p each 240 480000000 240
Allotted, called up and fully paid: n o
As at 1 January 188 396,542,308 188
Allotted under share option schemes - 00 1,1574356 01
Redeemed in the year (0.5 - -
As at 31 December 194 397608743 199

Shares redeemed in the year relate to those repurchased under the share buy-back pregramme. An equivalent amount has

been transferred to the non-distributable capital redemption reserve which has existed since 2003 following the

redemption of preference shares then in issue.

20. Share-based compensation

The Company has a number of share option schemes for all employees of the Group and an Executive share option scheme
(ES03). Options are exercisable at a price equal to the average quoted market price of the Company's shares on the date of

grant. The vesting period is three years. If the options remain unexercised after a period of ten years from the date of grant

the opticns expire.

Employee ShareSave Scheme

The Employee ShareSave scheme was available to all eligible employees and was based on Save As You Earn (SAYE)

savings contracts with options exercisable within a perfod from the cenclusion of a three year term as appropriate from the

date of grant. Under the ferms and conditions of this scheme, for every monith {up to no more than six months) an employee

fails to contribute the agreed monthly amount determined under the rules of the scheme, the last date exercisable will be

delayed by one month.

Details of the Employee ShareSave Scheme options outstanding during the year are as follows:

2018 2017

Mumberof  Weighted average Numberof  Weighted average

share options exercise price share options exercise price

(in £) (in £)

@standing at the beginning of the year B 12,379,22C 0.97 10,930,296 112

Granted during the year ] 3,946,037 0.84 7,619,372 0.87

I_Ezarcised during the year o . {56,416) 1.01 (580,887) 1.06
Lapsed during the year T {5,003,429) 111 (5,589,651) Rk

Quistanding at the end of the year 11,265,412 0.91 12,379,220 0.97

The 2018 options were granted on 3 Oclober 2018 and the weighted average option price was 84 pance. The options
outstanding at 31 December 2018 have an exercise price in the range of 0.84 pence to £1.45 and a weighted contractual
life of 24 months (2017: range of 87 pence to £1.45 and a weighted contractual life of 25 months). All share opticns are

setffed via equity.
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20. Share-based cormpensation {continued)

Executive Share Option Scheme (ESOS)

The Executive Share option scheme was available to all eligible senior management of the Group. Options are exercisable at
the nominal share value and the vesting pericd is three years. If the aptions remain unexercised after a period of ten years

from the date of grant the options expire.

Details of the Executive Share option Scheme options outstanding during the year are as follows:

2018 2017

Numberof  Weighted average Numberof  Woeighted average
share options axercise price share options exarcise price
{in £) {in £)

Cutstanding at the beginning of the year . 5433405 Q.05 4195422 005
Granted during the year 7 1,970,788 0.05 1,621,104 005
Lapsed during the year o - - . _ =
Exercised during the year (427,308) 0.05 (383121) 0.056
Outstandin_gL atthe end of the year 6,976,287 0.05 5,433,405 0.05

The weighted average option price at the date of exercise for share options exercised during the period was £0.05. The
options outstanding at 31 December 2018 had a weighted average exercise price of £0.05, and & weighted average

contractual life of 11 months (2017 same).

The astimate of the fair value of the services received in respect of share option schames is measured using the Black-

Scholes aption pricing medel. The inputs into the Black-Scholes mode! are as follows:

e o o 2018
Expected volatility ) i o ) . 88%
Expectedlfe ~ " B3years
Risk-free rate e p02%

Expected dividendyields

%017
il

- 10years

400%

0.00%
3.28%

Volatility was measured by reference to the changes in the Company's share price between 1 January 2015 and 31

December 2018,

The total share based payment charge recorded in the year ending 31 December 2018 was £1.7m (2017 £1.7m).
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21. Pensions

The Group operates three defined benefit pension schemes, The Lockers Pension Plan, The Dutton Forshaw Group Pension
Plan and the Benfield Group Penslon Fian. The summary of the assets, liabilities and surplus or deficits of these schemes
are summarised below,

During the previous vear the Dutton Forshaw Group Pension Plan merged with the Lookers Pension Plan, Some assets were
retained in the Dutton Forshaw Group Pension Pian to cover any remaining scheme Fabilities and associated costs with
closing the schema.

The Lookers The The Benfield
Pension Dutton-Forshaw Group Pension
Plan Group Pension Plan Plan Total
2048 2018 2018 2018
£m £m . . fm. £m
Defined benefitobligation ~ @MD) ey 028 (286.6)
Scheme assets , , 2018 45 0 14 2177
(Deficitsurplus S 9 17 (.2 (68.9)
Amounts recognised In the income statement 58 03 ) 0.2 . 6.3
Actuarial losses recognised
in the statement of comprehensive income (6.5) L) R, (1) (7.2)
Experience losses on plan assats ) (173 N (01 ) B ¢ N {18.6}
The Lookers The The Benfield
Pension Dutton-Forshaw Group Pension
Plan Group PansionPlan . Plan -
2017 2017 2017
£m £m ' £m
Defined benefit obligation - (2838) @3 a3y
Scheme assets ] o 218.0 65 128
(Deficity/surplus _ {65.5) 21t o4
Amounts recognised in the income statement ) 24 1.6 0.5
Actuarial gains/{lasses) recagnisad
in the staterment of comprehensive income A 17 {0.3)
Experience gains on plan assets 11.6 23 N 17
Financial Staternents
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21. Pensions (continued)

The Lookers Pension Plan

“The Lookers Pension Plar”, provides benefits based on final pensionable salary and is administered by Aon Hewitt Limited. The
scheme has been registered with the Registrar of Pensions. The assets of the scheme are held separately from those of the

Group, being held in separate funds by the Trustees of the Lookers Pension Plan.

A valuation update was made as at 31 December 2018 by a qualified independent actuary, using the projected unit credit
method to take account of the 1AS 19 (Revised) requirements. Scheme liabilities have been calculated using a consistent
projected unit valuation method and compared to the scheme’s assets at their 31 December market value.

Fair value and major categories of assets:

Market vaiue Plan % Market value Plan %
2018 2018 2017 2047
£m £m

Fquies . T 572 833 835 383

Target return funds , 686 340 . 702 322
Corparate bonds _ - o §1.8 308 83.0 289

Cesh ' 458 2.2 1.3 06

Total fair value of assets 201.8 100.0 218.0 100.0

57.3% of the assets of the scheme are quoted investments. For those assets that are not quoted, excluding cash, the

irvestments are valued on a dai'y basis by the investment managers.

Amounts recognised in the Income Statement:

2018 2017
£m £m
Non investmentexpenses L ] 08 07
Intereston obligation o _ o - 74 5O
Inferest income on scheme assets - a BT (3.6)
Past service cost ) 32 -
Total defined benefit expense 5.8 21
Changes in the present value of the defined benefit obligation:
2018 2017
fm £m
Opening defined benafit obligation 283.5 143.8
Interest cost 74 5.0
Actuarial {gains)/losses (10.8) 25
Past service cost 3.2 -
Transfer from The Duticn Forshaw Group Pension Plan - 1410
Benefits paid {12.1) G
Closing defined benefit obligation 271.2 283.5

Demographic changes was a gain of £0.8m (2017: £3.1m} and other actuarial experience from financial assumptions was a

gain of £10.0m {2017: loss of £5.6m).
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21. Pensions {continued)

Changes in the fair value of scheme assets:

2018 2017
£m £m
Opening fair value of scheme assels 2180 1040
Interest income B 57 36
Actuarial {losses)/gains 7 } T B (17.3) 1.8
Contributions T _____ ) T ____ T 8.4 :'" —‘_ﬁ_ﬂ___ 47"
Transfer frem The Dutton Forshaw Groug PensionPlan - """ 1036
Benefits paid - o o (12.1) B8
Nan investment expenses paid Lo D - 07)
Closing fair value of scheme assets 201.8 218.0

None of the schemea's assets were invested in Laokers plc or property occupied by Lookers plc. The company centributed
an additional £8.4m in 2018 (2017: £4,7m) to fund accruing pensions and expects to maintain a similar level of pension
contributions in 2018,

As a result of a recent high court ruling to guarantee minimum pensions between male and female participants, a one-off
charge of £3.2m has been recorded as & past service cost,

Since the defined benefit schame is closed to future accrual thare is no funding required for future service, the funding required
will be in relation o any current deficit and highly dependent on the future performance of the fund, Any agreed contributions
will be reconsidered at each triennial valuation.

The most recent actuarial valuation of the Lookers Pension Plan was carried out as at 31 March 2016. This was agreed batwaen
the trustees and the Company and includes annual contributions of £4.1m, subject to annual inflation increases and continuing
over the recovery period of 10 years and 10 months, By funding the defined benefit pension scheme, the Group is exposed to
the risk that the cost of meeting its obligations is higher than anticipated. This could occur for saveral reasons, for example:

« Investment returns on the schemes’ assets may be lower than anticipated, especially if falls in asset values are not matched
by similar falls in the value of the schemes' liabilities;

+ The level of price inflation may be higher than that assumed, resulting in higher payments from the schemes;

- Scheme members may live longer than assumed, for example due to advances in healthcare, Members may also exercise (or
not exercise) options in a way that leads to increases in the schemes’ liabilities, for example through early retirement or
commutation of pension for cash;

« Legisiative changes could also lead to an increase in the schemes' liabilities.

The trustee investment objectives and the processes undertaken to measure and manage the risks inherent in the scheme
investment strategy are documented in the scheme's Statement of Investment Principles. The trustee and the Company review
the investment strategy at the time of each funding valuation, with informal reviews carried out during the period between
valuations. The trustees review the investment strategy based on professional advice from their investment advisors. The
strategy determines the proportion of assets which are growth or matching assets and what policy is to be followed to hedge
against increases in interast rates and inflation. It alse considers the funding leve] of the scheme and the point at which a
de-risking strategy might be appropriate. The risks that may be applicable to the investment strategy are primarily that
investment returns on the scheme’s assets may be lower than anticipated, especially if falls in asset values are not matched by
similar falls in the value of the schemes’ liabilities, The average duration of the defined benefit obligation at 31 December 2018

is 171 years (2017 171 years).
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21. Pensions (continued)

Actuarial assumptions

2018 2017

Discount rate 2.90% 2.65% )
Future pension increases ) 2.10%-3.06% 2.05%-3.05%
Le expectancy atage 65 for: N L T T B

current pensioners - males - O o 86.8 ] 86.9 j

current pensioners - females - T 881 - g2

future pensioners-males T 7T g78 A
_future persioners-females - 900 D A I

Sensitivity analysis
The table below gives a broad indication of the impact on the scheme valuation for change_s in the, key as_su‘mpticns:

Change in assumption - . Approx:mate impact on current deficit

Reduce discount rate by 0.1% p.a. (2017 + £4.8m)
Increase Inflation assumptions by 0. 1% pa {2017 + £3.0mm)

Change mortality assumption to SAPS SINA (-1 year) CMI 2011 (1%) {8017 + £8.9m)

A change In more than one of these assumptions in the same direction would élearly have a mors signiﬁbant and potentially
materially adverse Impact on the daficit of the schame.
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21. Pensions (continued)

The Dutton Forshaw Group Pension Plan

“The Dutton Forshaw Group Pension Plan”, provides benefits based on final pensionable salary and is administered by Aon

Hewitt Limited. The scheme has been registered with the Registrar of Pensions. The assets of the scheme are held

separately from those of the Group, being held in separate funds by the Trustees of the Dutton Forshaw Group Pension Plan.

Avaluation update was made as at 31 December 2018 by a qualified independent actuary, using a projected unit credit
method to take account of the I1AS 19 {Revised] requirements. Scheme liabilities have been calculated using a consistent
projected unit valuation method and compared {o the scheme's assets at their 31 December market value.

Falr value and major categories of assets of the scheme:

Market Plan % Market Plan %
value 2018 value 2017
2018 2017
£m £m
Corporate bonds o 4.4 98.4 80 923
Gash 0.1 16 0.5 77
Total fair value of assets 4.5 1060,0 6.5 1000
All assets excluding cash are quoted investments.
Amounts recognised in the Income Statement:
2018 2017
£m £m
Noninvestmentexpenses e 03 08 _
Interest on obligation o A U - & A
Irterest income on scheme assets N {0.1) {0.3)
Total defined benefit expenses 0.3 1.6
Changes in the present value of the defined benefit obligation:
2018 2017
£m fm
Opening defined benefit obligation o 44 1450
interest cost ;_k - - o0 s
Actuarial losses i B - 086
Transfer to the Lookers Pension Plan - (141.0)
Benefits paid ' ) umn 3.3
Closing defined benefit obligation 28 4.4

There were no actuarial gains or losses in the current year. Actuarial losses in the prior year relate to other actuarial

experience from financial assumptions.
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21. Pensions {continued)

Changes in the fair value of scheme assets:

2018 2017

£m £m

Opening fair value of scheme assets 65 106.4

Interest income - - o1 2.3

Actuarial {losses)/gains _ - on 23
Contributions e o s 32

Transferred to the Lookers Pension Plan e 1038)
e . m B3

Non investment expenses paid T B (0.3 ' 0.8

Closing fair value of scheme assets 4.5 6.5

The Company contributed an additional £nil in 2018 (2017: £3.2m) to fund accruing pensions but expects to make a minimal
level of pension contribution in 2019 fallowing the transfer of assets and liabllities to the Lookers Pension Plan,

Since the defined benefit scheme is closed to future acerual there is no funding required for future service, the funding
required will be In relation to any currant deficit and highly dependent on the future performance of the fund. Any agreed
contributions will be reconsidered at each triennial valuation,

The most recent actuarial valuation of the Dutton Forshaw Pension Plan was carried out as at 31 March 20186, This was
agreed between the trustees and the Company and inciudes annual caontributions of £3.8m, subjest to annual inflation
increases and continuing over the recovery peried of 14 years and 2 months, These are how paid into the Lookers Pension
Plan following the transfsr in the prior year, By funding the defined benefit pension scheme, the Group is exposed to the risk
that the cost of meeting its obligations is higher than anticipated. This could occur for several reasons, for example:

= Investment returns on the scheme's assets may be lower than anticipated, especially if falls in asset values are not
matched oy similar fal's in the value of the schemes’ liabilities;

= The level of price inflation may be higher than that assumed, resulting in higher payments from the schemes;

+ Scheme members may live longer than assumed, for example due to advances in healthcare, Members may also exercise
{or not exercise) options in & way that leads to increases in the schemes’ iabiities, for example through earty retirement
or cemmutation of pension for cash;

+ Legislative changes could also lead to an increase in the scheme’s liabiiitles,

The trustee investment objectives and the processes undertaken to measure and manage the risks inherent in the scheme
investment strategy are documented in the scheme's Statement of Investment Principles, The trustee and the Company
review the investment strategy at the time of each funding valuation, with informal reviews carried out during the period
between valuations. The trustees review the investment strategy based on professional advice from their investment
advisors. The sirategy determines the proportion of assets which are growth or matching assets and what policy is to be
followed to hedge against increases in interest rates and inflation, k also considers the funding level of the scheme and the
point at which a de-risking strategy might be appropriate. The risks that may be applicable to the investment strategy are
primarily that investment returns on the scheme's assets may be lower than anticipated, especially if falls in asset values are
not matched by simifar falls in the value of the schemes’ liabilities. The average duration of the defined benefit obligation at
31 December 2018 is 10.1 years (2017: 101 years).
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21. Pensions (continued)

Actuarial assumptions

2018 2017

Discourt rate ] 2.90% 2.65%

Future pension increasss D N 210%~3.10% 205%-3.05%

Life expectancy at age 65 for: - 7 o

current pensioners - males - o - 868 869

current pensioners - females ' 89.1 _:_ 86.2
future pensioners - males e 86 8N

B ) 900 901

future pensioners - females

Sensitivity analysis
The table below gives a broad indication of the impact on the scheme valuation for changes in the key assumptions:

Change in assumption , .. Approximate impact on current surplus
Reduce discount rate by G.1% p.a. o T (2018 +£negligible) (2017 + £0.1m)
Ingrease inflation assumptions by 0:1% p.a. . (2018+ £negligible) {2077+ £01m)_
Change mortality assumption to SAPS SiNA (-1 year) CM! 2011 {1%) 7 (2018 + £0.1m) (2017 + £0.2m)

A change in more than one of these assumptions in the same direction would clearly have a mare significant and potentially
materially adverse impact on the deficit of the schame.

The Benfield Group Pension Plan

"The Benfield Motor Group Pensicn Plan” provides benefits based on final pensionable salary, The Plan, which is a funded
scheme, is administerad by Deloitte. The scheme has been registered with the Registrar of Pansions. The assets of the
scheme are held separately from those of the Group, being held in separate funds by the Trusteses of the Benfield Motor
Group Pension Plan.

A valuation update was made as at 31 December 2018 by a qualified independent actuary to take account of the IAS 19
requirements. Scheme liabilities have been calculated using a consistent projected unit valuation method and compared to
the scheme's assets at their 31 December market value.

Fair value and major categories of assets of the scheme:

Market Plan % Market Plan %
value 2018 value 2017
2018 2017
£m £m
Equities 79 693 92 71.3
Corporate bonds i 34 29.8 36 279
Cash 04 09  od 0.8
Total fair value of assets 1.4 100.0 12.9 100.0
Al assets excluding cash are guoted investments,
Amounts recognised in the Income Statement:
2018 2017
£m £m
MNon investment expenses - 03
Interest on obligation ) ) 03 05
Interest income on scheme assets ) - . 03 03
Past service cost 0.2 -
Total defined benefit expenses 0.2 0.5
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21. Pensions (continued)

Changes in the present value of the defined benefit obligation:

2018 2017
£m £m
Opening defined bensfit obligation ) 133 11b
interest cost - 0.3
Actuarial {gains)/losses 3 L - ~ I (1) B "
Pastservicecost - - 02 -
Benefits paid 07 (0.6}
Closing defined benefit obligation 12.6 13.3

Demographic changes was a gain of £0.1m (2097 £0.1m} and other actuarial experience from financial assumptions was a
gain of £0.8m {2017 loss of £2.2m).

Changes in the fair value of scheme assets:

2018 2017
£m £m

Opening fair value of scheme assets 12.8 11.8
[nterest income R . , S 0.3 - 03
Actuarial (losses)/gains (1.2) 17
Past service cost ' 7 o2 -
Benefits paid ‘ {Q7) (0.6)
Non investment expenses paid - (0.5)
Closing fair value of scheme assets 11.4 12.8

The Company made contributions of £nil during the year and expact to make a similar level of contributions in 2019, As a
result of a recent high court ruting to guarantee minimum pensions betwaen male and female participants a one-off charge
of £0.2m has been recorded as a past service cost,

Since the defined benefit scheme is closed to future accrual there is no funding required for future service, the funding
requirad will be in relation to any current deficit and highly dependent on the future performance of the fund, Any agreed
contributions will be reconsidered at each triennial valuation.

The most recent actuarial valuation of the Benfield Group Pension Plan was carried out as at 31 March 2016, This was
agreed between the frustees and the Company and ne annual contributions are currently required to be made to the Plan.
By funding the defined benefit pension scheme, the Group Is exposed to the risk that the cost of meeting its cbfigations is
higher than anticipated. This could occur for several reasans, for example:

+ Investment returns on the scheme’s assets may be lower than anticipated, especially if falls in asset values are not
matched by similar falls in the valus of the schemes’ labilities;

°  The level of price inflation may be higher than that assumed, resulting in higher payments from the schemes;

« Scheme members may live longer than assumed, for example due to advances in healthcare. Members may also exercise
{or not exercise) options in a way that leads to increases in the schemes' liabilities, for example through early retirement
or cammutation of pension for cash;

Legislative changes could also lead to an increase in the scheme’s liabilities.

The trustee investment objectives and the processes undertaken to measure and manage the risks inherent in the scheme
investment strategy are documented in the scheme's Statement of Investment Principles. The trustee and the Company
review the investment strategy af the time of each funding valuation, with informal reviews carried out during the period
between valuations. The trustees review the investment strategy based on professional advice from their investment
advisors. The strategy determines the propartion of assets which are growth or matching assets and what policy is to be
followed to hedge against increases in interest rates and inflation. [t also considers the funding level of the scheme and the
point at which a de-risking strategy might be appropriate. The risks that may be applicable to the investment strategy are
primarily that investment returns on the scheme's assets may be lower than anticipated, especially if fal's in asset values are
not matched by similar falls in the value of the schemes’ liabilities. The average duration of the defined benefit obligation at
31 Decermber 2018 is 14.9 years (2017: 14.9 years).
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21. Pensions {continued)

Actuarial agssumptions:

2018 2017
Discount rate 2.90% 265%
Future pension increases } 210%-310%  2.06%-3.05%
Life expectancy at age 65 for: _ o - )
current pensioners - males o B6.8 B86.9
current pensioners-females o o 891 -
future pensioners - ma'es e - o - 881 882
_future pensloners - females - . 2048 L. 907
Sensitivity analysis
The table below gives a broad indication of the impact on the scheme valuation for changes in the key assumptions:
Change in assumption Approximate impact on current deficit
Reduce discount rate by 0.1% p.a. (2018 + £0.2m) (2017 + £0.2m)

Increass inflation assumptions by 0.1% p.a.

Change mortality assumption to SAPS SINA (-1 year) CM! 2011 (1%)

" (2018 + £04m) (2017 + EO.1m)

©. (2018 + £0.4m)

(2017 + £0.4m)

A change in more than one of these assumptions in the same direction would clearly have a more significant and potentlally

matarially adverse Impact on the deficit of the schems,

Defined contribution scheme

The Group and Company provide pension arrangements for certain Directors and employees under defined contribution
schemes and have a defined contribution Stakehoider Pension Schemea for employess. The Income Statement account
charge for the year in respect of defined contribution schemes was £3.1m {2017: £3.0m).

22, Qperating lease commitments

Minimum lease payments in respect of non-cancellable operating leases which expire:

2018 2017
2018 Plant & 2017 Plant &
Property equipment Property aguipment
£m £m £m £m

Within one year - - 2 04 14.2 68
Within two to five years . . §0b 0s 487 0.2

After five years 934 - ' 76.0 -

171.3 1.3 136.9 1.0

23. Contingent liabilities

During the year, the Board became aware of certain matters requiring review in relation to the Group's regulated activities.
Supported by an independent review and working closely with our regulater, the directors have Initiated a project o review the
controls and processes over these regulated activities, This project is intended 1o evaluate the extent to which remedial action and
enhancements of controls may be required. At this stage, the directors consider that theve is a possibility of financial liebilities
arising, however, it is not practicable to reliably estimate any impact of this at the date of these financial statements.
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Notes to the Financial Statements

24. Business combinations

On 4 July 2018, Lookers Motor Group Limited acquired 100% of the share capital of Pollendine Motors (Frinton) Limited.
An analysis of the acquisition is as follows:

Pollendine Motors (Frinton} Limited

Fair value

£m

Inventories Q3
Debtors B . 01
Cash ) ; 1.2

Liabilities 0.1
Total identified net assets 1.5
Goodwill arising on consolidation 1.1
Consideration 2.6

On 17 September 2018 Lookears Motor Group Limited acquired 100% of the share capital of NNK Holdings Limited. NNK Heldings
Limited was the acquisition vehicle for the acquisition of the S. Jennings Group Limited. An analysis of the acquisition is as follows:

NNK Holdings Limited

Fair value
£m
Property, plant and equipmant S . L . . 128
Inventories ) - 447
Debtors o o T - 93
Cash . o , 22)
Bank loans L . o R , 6.9)
Liabilities - S ‘ {63.8)
Detferred tax B (1.8
Total identified net assets 31
Goodwill arising on consolidation 6.2
Consideration 9.3
Total consideration paid 127
Net cash acguired {1.0)
As per statement cash flows 13.7

The difference in consideration between the statement of cash flows and the {alr value tables above is in relation to adjustments to
the consideration siill to be finalised, The adjustments detailed above are provisionat and the property will be reviewed and valuad
during the year ending 31 December 2019, The acquisitions have been made to enhance the geographical footprint of the Group's
dealerships. The Directors are of the view that the difference between the excess consideration over the identifiable net assets is
best considered as relating to goadwill representing future operational synergies, Revenue and profit before tax cantributed from
business combinations since acquisition amounted to £72.4m and (£0.4m) respectively. Had the business combinations
confributed a full financial year's contribution Group revenue would have changed by £282.3m and profit before tax by (£71.6m).
Acquisition related costs of £0.1m have been expensed to administrative expenses.

25. Assets held for sale
During the year the Group has begun to market vacant properties for sale, As such these have now been disclosed as assets

held for szle as follows:

Group Group Company Company
2048 2017 2048 2017
£m £m £m £

Transfer from property, plant and equipment 1058 - - -
Transfer from accruals 7 {2.5) - - -
8.0 - - -

These properties are held at their expected realisable value and are expected to be disposed within the next 12 months
subject to agreement of commercial terms and conditions.

28. Ultimate controlling party
There is no controlling party of the Company’s share capital.
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Trading outlets

Franchises
Aston Martin Ford
Belfast Braintree
Chelmsford
Audi Celchester
Ayr Frinton
Basingstoke Gateshead
Camberley Guiseley
Bublin Harrogate
Edinburgh Leeds
Glasgow Middiesbrough
Guildford Sheffield
Hamiiton South Shields
Newcastle Scouth Woodham Ferrers
Stirling Stockton
Teesside Sudbury
Tyneside Sunderland
Wearside Washington
Bentley Honda
Belfast Orpington
BMW Hyundai
Crewe Dundonald
Stafforg
Stoke-on-Trent Jaguar
Amersham
Citroén Beltast
Belfast Glasgow
West Londcn
Dacia
Beffast Jeep
Carlisle Belfast
Chester
Newcastle Kia
Newtownabbey Belfast
Newtownards Newcastle
Stockpart Sunderland
Stockport
DS Washington
Belfast
Land Rover
Ferrari Belfast
Beffast Bishop's Stortford
Chelmsford
Chipperfield
Colchester

Glasgow - North
Glasgow - South
London - Battersea
l.onden - Park Royal
Motherwell

Lexus
Belfast

Maserati
Belfast

Mazda
Sunderland
Washington

Mercedes-Benz
Ashiord
Brighton
Canterbury
Eastbourne
Gatwick
Maldstone
Shrewsbury
Stafford
Stake-on-Trent
Stourbridge
Tonbridge
Walsall
‘Wolverhampton
Worcester

Mini

Crewe

Stafford
Stoke-on-Trent

Nissan

Belfast

Carlisle
Chester
Gateshead
leeds
Motherwell
Newcastle
Newtownabbey
Newtownards

Mazda
Middlesbreugh
Sundenand
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Trading outlets

Peugeot
Belfast

Renault

Belfast

Carlisle

Chester

Newcastie

Newcastle (Commercial)
Newtownabbey
Newtownards
Stockport

Seat
Manchester
Middleskrough
Stockport

Skoda
Guildford
Harrogate
Manchester
Newcastle
Stockport
West London

smart

Brighton
Gatwick
Maidstone
Shrewsbury
Stoke-on-Trent
Stourbridge
Tonbridge
Wolverhampton
Worcester

Toyota

Belfast
Dundonald
Newtownabbey

Vauxhall
Belfast
Birkenhead
Birmingham
Chester
Ellesmere Port
Lisburn
Liverpool
Newtonabbey
Pertadown
Selly Oak
Speke

St Helens

Volkswagen
London - Batlersea
Blackburn
Blackpool

Carlisle

Dumfries
Darlington
Guildford

Maorden

Newcastle
Northallerton
Preston

Silverlink

Teesside
Walton-on-Thames

Volkswagen —
Commercial Vehicles
Carlisle

Darnley

Glasgow

Guildford

Newcastle

Teesside

Volvo
Colchester
Glasgow
Stockport

Used Car Supermarkets
Belfast
Dublin

Motorcycles
BMW - Belfast
Honda - Belfast
Yamabha - Belfast

TPS
Edinburgh
Glasgow
Newcastle
Teesside

Tyres

Belfast - Baucher Road
Belfast - Sydenham Road
Coleraine

Omagh

Portadown

Service Centres
Renautlt Chelmsford
Volvo Chelmsforg
Vauxhall Dundenald

Lockers Leasing
Harrogate

Fleet Financial
Belfast

Vehicle Rental Services
Beaconsfield

Agricultural Division
Darley Dale
Tuxford

VWebsite: www.lookers.co.uk
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Five year record

Year ended Year ended Year ended Year ended Year ended
31 December 31 December 31 December ‘31 December 31 December
2014 2015 2016 2017 2018
. . £m £m £m £m £m
Revenue . - : 3,042.9 3,649.1 40817 4,696.3 4,879.5
Operating profit . - 743 828 a0.2 758 738
Net interest (11.6} (13.8) {17.6) {16.3) (18.3)
Net intersst on pension
scheme obligations 3.1 (3.9 {37 {4.2) N,
Fair valug on derivafive instrument - - - 1.8 -
Debt issue costs {04 0.4 0.4 - 0.4 ()]
Goodwill impairment - (3.6) - . -
Exceptional items - ~ 17 933 . = n: -
Prafit before taxation _B92 828 ¢l 584 B3
Txation 2 S (X R oY N 01 M X1
Profit attributabls o | - |
shareholders ) 468 508 813 3 - 43.5
Pividend per share? . 2.84p 312p 3.64p 389  408p
Basic earnings per , N
ordinary share . 1203p _ 12.88p 2061p _..1206p - 11.07p
Adjusted earnings per : ’ ’
ordinary share” 1382 . 1524p 15870 ... 14870 1468p
Year anded At At At . At . At
31 December 31 December 31 December 31 December 31 December
2014 2015 2016 2017 2018
£m £m £m £m £m
Sharecapital . 187 88 188 _198 194
Reteinedearnings 1467 1857 = 2396 o271 286.4
Netassets _ __2%68 2978 3417 /3850 399.3

t Dividends per share are based on interim dividend paid and final dividend declared for the year.
t T Detalls on reconciliations to alternative performance measures are made on page 33.
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