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Finance Director’s Report

Analysis of results Group turnover rose by £482.2 million to £1,754.2 million in 1889 from £1,272.0 million in 1998. Operations acquired
during the year accounted for turnover of £653.7 million. In arriving &t group turnover £43.3 million has been deducted for our share of
turnover in gur Ford jeint venture in respect of the last guarter of 1999,

Gross profits rose by £63.0 million 1o £220.0 millien in 1998, up from £157.0 million in 1998. The gross profit margin increased during the
year to 12.5 percent from 12.3 percentin 1998, Income from the saie of finance and insurance is now included within gross profit as itis
considered tc be an integral part of the car sales process, previcusly being included within sundry income. Gross prefit does not include
Pendragon's share of the gross profit in our joint venture with Ford in respect of the last quarter of 1989

Tota) operating profits, excluding exceptional costs and goodwill amertisation, were £27.3 million in 1999 against £27.4 million in 1998,
Goodwil amortisation was £1.8 million in 1999 (1998 £0.5 million) and exceptional costs were £4.5 million in 1999 (1998 £nil). The increase
in geodwill amortisation is mainly due o goodwill of £8.8 million paid on the acquisition of Evans Haishaw Holdings Pic. The exceptional
costs comprise £3.0 million in respect of the integration of Evans Halshaw and £1.5 million relating to one-off project costs in respect of
relocating certain aclivities to cur new customer service centre.

Excluding geodwill amortisation and exceptional costs the operating margin was 1.5 percent compared o 2.2 percent for 1398, Two main .
factors contributed 1¢ the reduction in operating margin in the year. First, cur decision to decrease stocks of new, used and demonstrator
vehicles in ihe first hal. Second, the difficult trading conditions in the new cay market since Seplember 1999.

Average borrowings rose during the year mainly due to the acquisiticn of Evans Halshaw in February 1999 and the payment of defgrred
consideration on businesses acquired from Lex Retail Group Limited in 1997. As a consequence, the net interest charge rose by £4.0
million to £12.1 million in 1999 from £8.1 million in 1998. Naticnal interest on deterred consideration amounting to £0.6 million (1998 £1.4
million) is included in the interest charge in accordance with Financial Reporting Standard 7. Interest cover for 1999 was 2.8 times, which
compares with the 4.0 times reported in 19388, The interest caver is cakoulated after excluding notional interest. Bank interest cover, excluding
notional interest, was 3.8 times compared to 5.6 times in 1998,

The profit on disposal of businesses was £8.6 million. This included the profit on selected dealership disposals and profit on the sale of
Ford dealarships to the joint venture.

The profit on disposal of fixed assets during the year was £0.6 million. This arese principally on the sale of surpius properties.

The tax rate for the year was 32.0 percent against 30.9 percent in 1998. The increase in the tax rate is mainky due to a larger amount of
goodwilt amortisation in 1999, which is not a deductible expense for tax putposes.

Reparted earnings per share for 1999 increased to 21.4 pance from 21.2 pence for 1998. This represents an increase of 0.9 percent.

Cash flow and financing Operating cash inflow was £75.1 miliion in 1999 compared to £27.4 million in 1998. Working capital has
decreased by £39.6 million principally due to more efficient stocking levels across the enlarged group. Net capital expenditure was £16.2
million in 1999 compared to £14.8 million in 1998. Included in capital expenditure is an amount of £3.9 million in relation to the new customer
service centre.

Acquisitions, net of disposals, in the year amounied to £76.3 million, which includes the final payment of £12.7 million 1o Lex Retail Group
Limited for businesses acquired from them in 1897. The purchase consideration for Evans Halshaw was £114.5 million, which includes
acquired borrowings of £26.8 million. Business disposals amounted to £51.3 millien, which includes the proceeds from the joint venture
with Ford and the saie of selected dealerships.

Borrowings at 31 December 1899 were £103.5 million compared tc £48.2 million last year, Gearing has increased to 73 percent at
31 December 1999 from 37 percent at 31 December 1998.

Treasury policy and procedures Group treasury mattars are managed within policy guidelines set by the Board with the prime argas of
focus being liquidity and interest rate exposure. Liquidity and interest rate management is the responsibility of our central treasury function.
Derivative financial instruments are utilised to reduce exposite to mavements in foreign exchange rates and interest rates. The speculative
use of derivatives is not permitied by the Board.

Liquidity management The group is financed by bank loans, manufacturer loans and operating cash flow. A spread of maturities and
sources of borrowing facilities from medium term committed bank loans to longer term loans through the private placement market in the
US reduces the refinancing risk associated with the renewal of facilities. A surplus of committed facilities is maintained over borrowing
levels forecast over a rolling twelve month period.




Finance Director’s Report continuea

Interest rate risk management The greup's policy is to borrow on a floating rate basis as we believe that the retail sector within which
we operate provides a natural hedge against interest rate movements. The group has retained an interest rate swap and an interest rate
collar, which were arranged by Evans Halshaw prior to our acquiring the company. The interest rate swap contract is with a commergial
bank and, requires us to pay a fixed interest rate of 7.59 percent in exchange for a fioating interest rate on a notional principal amount of
£14 million. This rises to £16 million from April 2000 and terminates in April 2002. The interest rate collar contract is also with a commergial
bank ang has a cap of 7.9 percen? and floor of 7.3 percent ¢n a notionat principal amount of £6.25 million decreasing by £1.25 million each
year. This terminates in January 2004,

Foreign exchange risk management The group's policy is to match, where possible, invesiments in overseas subsidiaries which are
denominated in a foreign currency with borrowings in the same currency, Similary, where the group borrows in a foreign currency to finance
assets denominated in sterling the borrowings are swapped into sterling. In line with these policies the group has swapped USD55 million
6.93 percent toan notes into floating rate sterling and has borrowed DM4 million against its investment in overseas subsidiaries.

Joint venture accounting treatment On 1 October 1999 we sold our Ford dealerships to create a joint venture company called Stripestar
Limited. Pendragon owns 51 percent of the share capital with the remaining 48 percent owned by the Ford Moter Company Limited.

The joint venture is accounted for under the gross equity method in accordance with Financial Reporting Standard 9. Pendragon's share
of the turnover of Stripestar Limited is presented on the face of the profit and loss account although it is excluded from group lumover.
Pendragon's share of the operating profits, interest and tax of Stripestar Limited is inciuded within the consolidated results and separately
disclosed on either the face of the profit and less account or within the accompanying notes. The halance sheet includes Pendragon's
share of the total assets and liabilities of Stripestar Limited which include uramortised goodwill in the joint venture. The carrying value of
our investment in Stripestar Limited is £11.9 million. In addition we hold £7.5 million of Stripestar Limited foan notes within current assets.
Both realised and unrealised profits on disposal arise in connection with our joint venture. The 49 percent of the profit realised outside
the group is treated as profit on disposal through the profit and loss account. The other 51 percent of the profit that remains within the
ownership of the group, and is therefore unrealised, is credited to reserves through the Statement of Tolal Recognised Gains and Losses.

Summary Evans Halshaw is now fully integrated into the group and the increased borrowings arising as a consequence of the acquisition
have been reduced to a comfortable level at the year end. Bank interest cover remained at an acceptable level during 1999 and given
the reduction in the level of berrowings since the acquisition the interest charge should reduce in 2000. We expect further improvements
in cash flow through maintaining the working capital efficiencies achieved in 1999 and through selected disposals.

David Forsyth
Finance Director
22 February 2000
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Report of the Directors

The directors present their annual repost and the audited financiat statements for the year ended 31 December 1999.

Results and dividends The resuilts of the group for the year are set cut in the financial staternents on pages 17 to 35. The directors
recommend a final dividend for the year ended 31 December 1989 of 8.8 pence per ordinary share which, tegether with the interim dividend
of 4.4 pence per share paid to shareholders on 18 Cctober 1999, will make a total for the year of 13.2 pence per share. Subject to approval
at the Annual General Meeting, the final dividend will be paid on 3 May 2000 to shareholders appearing on the register at the close of
business on 31 March 2000, Total dividends amount to £7,929,000 feaving retained profits for the year of £5,101,000. Movements in
reserves are set out in nole 23 to the financial statements.

Principal activities Pendragon's principal activities throughout the year were tha sale of new and used vehicles, contract hire and after
sales services.

Review of operations A review of the group's activities and future developments is presented by the chief executive on pages 3 to 4.
The dealership network has been extended by the businesses acquired during the year ended 31 December 1999 set out below:

Company/Business Location Activity/Franchise Date of
Acquisition
Evans Halshaw Holdings Plc Various Multi-franchise 3 February 1999
Retail Dealer Group
Loxley House Annesley, Central Processing 23 March 1999
Administration Centre Nottingham Centre and Head Office
Telecom Services Cardiff Telecommunications & April 1999
Service Provider
Grantham Ford Grantham Ford 26 April 1999
Gathurst Vauxhall Wigan Vauxhall 10 November 1999

Directors The directors of the company are listed on page 7. In accordance with the Aricles of Association of the company, Me M 8 Casha,
Mr D R Forsyth and Sir AN R Rudd retire by rotation and, being efigible, offer themselves for re-glection. Miss H C Sykes was appointed
as a director on 27 April 1989 and Mr J H Holt was appointed as a director on 1 November 1999, As this is their first year of service, in
accordance with the Articles of Association of the company, Miss Sykes and Mr Holt retire at the forthcoming Annual General Meeting and,
being eligible, offer themselves for re-appointment. Each of Mr Casha, Mr Forsyth and Miss Sykes has a service contract with the company
with a notice period and an unexpired period of service of twelve months. Each of Sir Nigel Rudd and Mr Holl has terms of appointment
as a non-executive director which contain noe actice period. Sir Nigel Rudd's appointment is for twe years commencing 1 January 2000.
Mr Holt's appointment commenced on 1 November 1999 and expires on 31 December 2000. Details of directors’ service
contracts are inciuded in the Report on Remuneration on page 21. Mr T Neville resigned as a director on 31 December 1999,

Millennium Issues In order to identify those areas which could be affected by Year 2000 issuss, the group carried out a risk based review
of relevant computer systems and processes. An implementation plan was then put in place to test and remedy any faults. In accordance
with group accounting policies, all remedial cests which were not considered to be significant to the group were written-off as incurred.
No problems have arisen to date. However, given the compiexity and the size of the millennium issue there is always the risk that unforeseen
problems may arise in the coming months.

Substantial shareholdings At 22 February 2000 the directors bad been advised of the following interests in the shares of the company.

Sharehotder Shares %o
Robert Flerning Holdings Limited 7,391,561 12.1
Clients of Jupiter Asset Management Limited 6,577,776 10.8
Standard Life Invesiments 5,183,647 8.5
Prudential Pic 4,433,905 7.3
Schroder Investment Management Limited 2,818,935 4.8
Legal & General Investment Management 2,631,896 4.3




Report of the Directors continuea

Employee involvement The group recognises the importance of good communications and relations with employees, as its ability to meet
the needs of its customers in a profitable and competitive manner depends on the contribution of employees throughout the group.
Employees are encouraged to develop their contribution to the business wherever they work. |n many areas ongeing programmes, focused
on quality and cusiomer service, provide an opportunity for everyone to be involved in making improvements, Financial participation is
further encouraged through a variety of bonus schemes which provide employees with rewards linked te the growth and prosperity of the
business. In acidition, the company communicates with its employees about its activities through a variety of channels.

Involvement also extends to the beard of directors of Pendragon Pension Trustees Limited, the corporate trustee of the coempany's retirement
and death benefits scheme, on which, during 1993, there were two employee representatives. With effect from § January 2000, following
the merger of the scheme with the Evans Halshaw retirement and death benefits scheme, the trustee body now has three employee
representatives and one pensioner representative.

Disabled persons The group recognises its responsibilities in employing and training disabled persons and employs a number of people
who are disabled, not all of whom are formally registered disabled persons in UK terms. I any employee becomes disabled it is standard
practice, in all but the most extreme circumstances, 10 offer an alternative job and provide retraining wherg necessary.

The group makes every effort 1o ensure that disabled persons receive equal opporiunities and are not discriminated against on the grounds
of their disability.

Donations Charitable donations amounted to £11,627. No political donations were made.

Payments 1o suppliers The group's policy, in relation to all of its suppliers, is to settle the terms of payment when agreeing the terms of
the transaction and to abide by those terms (provided that it is satistied that the supplier has provided the goods or services in accordance
with the agreed terms and conditions)., The group does not follow any code or standard on payment practice.

The number of days' purchases outstanding for payment by the group at 31 December 1999 was 15 days (1998 : 22 days). The company
had no trade creditors.

Auditors A resolution to re-appoint KFMG Audit Plc as auditors will be proposed at the Annual General Meeting.

By order of the Board N
H C Sykes

Secretary

22 February 2000




Corporate Governance

Compliance Pendragon PLC is committed to maintaining high standards of corporate governance in line with the Combined Code, issued
in June 1998 by the London Stock Exchange, which sets out the Principles of Good Governance and Code of Best Practice. A summary
of the company's procedures for applying the principtes and the extent 1o which the provisicns of Section 1 of the Combined Code have
been complied with appears below.

Board of Directors The Board of directors, comprising five executive and four non-executive directors, meets regularly throughout the
year. Brief biographical details of each of the directors appear on page 7. Each of Sir Nigel Rudd, Neil Hannah, William Rhedes and John
Holt is considered by the Board to be independent of the company. Mr William Rhodes is recognised as the senior independent directer.
There is a clear separation of the functions of chairman and chief executive. The Board is responsible for overali group strategy, acquisition
and divestment policy, approval of major capital expendilure projects and consideration of significant financing matters. It reviews the
strategic direction of individual trading businesses, their annual budgets and their progress towards achievement of those budgeis. The
Board meets bi-monthly and has adepted a structure for it's meetings which is reflected in the standing agenda. Between meetings, monthly
information packs are circulated to directors, with simifar contents. At least one third of the Board is required to retire from office by rotation
at the Annual General Meeting. In practice, each directer has offered himself for re-election at teast ence every three years in line with the
provisions of the Code. As indicated in the Directors' Report for 1999, a revision of the company’s Aricles of Association so as to more
accurately reflect the Code provisions on re-election of directors is proposed as part of the special business at the forthcoming Annual
General Meeting, details of which appear on page 36. Certain of the Board's duties are delegated to committees of the Board, whose
respensibilities and composition are set out below.

fiernuneration and Nominations Committee The chairman of the commitiee is Sir Nigel Rudd. The commitiee is composed of the
non-executive directors of Pendragon and meets at least cnce a year. It has wiitten terms of reference which include making recommendations
to the Board concerning the appointiment of directors. The committee has responsibility for determining the remuneration packages of the
executive directors in the context of the policy adopted by the Board and appraving the report of the directors on remuneration. The Report
on Remuneraticn is set out on pages 1210 15.

Audit Committee The chairman of the committee is Mr J H Holt, who took up the chairmanship on the retirement of Mr T Neville on

31 December 1999. The committee is composed of the non-executive directors of Pendragon and is attended, by invitation, by the finance

director and representatives of the company's internat and external auditors. It meets at least three times each year. The commitieg'’s terms

cf reference include the following:

+ To oversee the group's approach to intemal control risk management

+  Toreview the proposed financial statements of the company pricr to publication

«  To make recommendations 1o the Board concerning the appointment or re-appointment of auditors and their fees

« Toreview the scope and results of the audit

«  Tomonitor and review the activities of the internal and external auditors, receive reports thereon and address any control weaknesses
identified.

Information and advice The directors regularly receive financial and other information concerning the group's activities and pertormance.
Each director is entitled on reguest to receive information 10 enable him te make informed judgements and adequately discharge his duties
and has access 10 the advice and services of the company secretary on all matters of Board procedure. The directors also have an express
entittement in their terms of appointment, at the company’s expense, to take independent professional advice in connection with their duties.
Although no formal training programme exists, all directors are encouraged to maintain an awareness of new developments in the areas
of the group's principal activities and attend appropriate briefings throughout the year. Where necessary, directors have access to professionat
training on matters relating to their Board or committee functions. The directors are expected to bring 1o bear an independent judgement
on issues of strategy, performance, rescurce and standards of conduct. The Board includes individuals from varicus backgrounds with many
years' experience ¢of senior positicns in listed companies and professional life.

Sharehoider relations The Board is always prepared, where practicable, to enter into dialogue with institutional shareholders based cn
mutual understandings of their respective objectives and being mindful of the company's obligations under the Listing Rules of the London
Stock Exchange. The respective chairmen of the Audit Commitiee and the Remuneraticn and Nominations Committee are avaitable to
answer shareholders' guastions at the Annual General Meeting.

Business at the Annual General Meeting The annual report and the financial statements of the company are despatched to shareholders,
together with a letter from the chairman and Notice of the Annual General Meeting, giving the requisite period of notice, being not fewer
than 20 working days before the date of the Annual General Meeling. A summary of the business at the Annual General Meeting accompanies
the annual report and appears on page 36. A separate resolution is being propesed for each substantive matier. The resuits of votes taken
on a poll will be declared at the Annual General Meeting (or any adjournment thereof). Where a vote is taken on a show of hands, the
chairman of the meeting wilt also disclose the level of proxies received for and against the resolution and any abstentions.

Internal contro! The Board is ultimately responsible for the group's system of internal control and for reviewing its effectiveness. However,
such a system is designed 1o manage rather than eliminate the risk of failure 10 achieve business objectives, and can provide only reascnable
and not absclute assurance against material misstatement or loss. The Combined Code has introduced a new requirement, that the
directors review the effectiveness of all internal controls, not only internal financial controls, as previously. This extends the review to cover
all controls including:;

» financial

+  apecational

+  compliance; and

v risk management

10




Corporate Governance continved

Guidance for directors "Internal Control: Guidance for Directors on the Combined Code" (the Turnbull guidance) was published in September
1999. However, the directors have taken advantage of the London Stock Exchange's transitional rules and have continued to review and
report upon internal financial controls in accordance with the ICAEW's 1994 guidance "Internal Controt and Financial Reporting”.

Nevertheless, the Board confirm that they are establishing procedures necessary to implement the Turnbull guidance such that they can
fully comply with it by the end of the third quarter for the acceunting period ending 31 December 2000.

The internal financial control systems are designed to meet the group’s particular needs and the risks to which it is exposed, and by their
nature can only provide reascnable but not absolute assurance against misstatement or loss,

The key compenents designed to provide effective internal financial contrel within the group are set out below.

*  Management structure Pendragon is a large multi-site mutti-franchise retailer of motor vehicles and ancillary services operating
through a franchise grouping structure. Each franchise group head participates in a monthly operational meeting attended by an operations
director. Finance, legal, personnel and other discipiines are alsc represented,

«  Financial reporting There are comprehensive management reporting disciplines which involve the preparation of financial plans by
all operating units. The plans are reviewed by executive managament and are subsequently passed to the Board for approval. Monthly
actual results are reported against the approved plans.

+  Investment appraisal The group has a cleavly defined framework for capital expenditure including appropriate authorisation levels
beyond which such expenditure requires ihe approval of the executive directors and, for larger capital projects and acquisitions, the Board.
There is a prescribed format for capital expenditure applications which places heavy emphasis on the commercial and strategic logic for
the investment, and demands a detailed financial presentation of the business case. As a matter of routine, projects are also subject to
post-investment appraisal aller an appropriate period.

+  Functional reporting The group has identified a number of key areas which are subject to periodic reporting to the Board. These
include treasury operations, corporate taxation matters and vzlue added tax. Cthar areas are given paricular emphasis through the
aperation of appropriately constituted teams which meet regutarly. These include information strategy and risk managemant, the latter
including legal and insurance matters.

* Risk control A risk control group, consisting of representatives from the internal audit and legat teams, with responsibility for the
develepment and moenitoring of the group's systems of internal controls meets at least six times a year. This group co-ordinates the group's
monitering of control systems and reports to the directors via the Audit Cemmitiee. Its remit includes risk managament, business continuity
planning and the establishment of policies and precedures tor implementaticn in the group's businesses. It has the power to co-opt
representatives from the group's opérating business to assist in the design of new systermns of control and the improvement of existing ones.

= Internal audit The group has an internal audit function with a team responsitie to the group internal audit manager, The scope of
internal audit covers a wide variety of operational matters and, as a minimum, ensures compliance with the group's standard acceunting
and financial reporting policies. The group internal audit manager has a dual reporting responsibllity to operational management and to
the Audit Committee. The direct reporling route to management ensures that apprepriate actiens are taken quickly and can be reported
back to the Audit Committee. The work of the internal audit team encompasses all businesses within the group and is directed towards
higher risk areas and includes reviews of the integrity of monthly reporting, monitoring of adherence to group operating and financial
procedures and reviews of major projects undertaken by the group.

+ Going concern The directors are satistied that the group is in a sound tinancial position with adequate resources to continue in
operation for the foreseeable future. In forming this view, the directors have reviewed budgets and other financial informaticn. The financial
statements of the group have therefore been prepared on the basis that the group is a going concern.




Report on Remuneration

Compliance 1n the view of the Board, the company has throughout the year complied with the relevant provisions of the Combined Code,
except where described below. In framing the company's remuneration policy, fult consideration has been given to those provisions and
the recommendations of the Remuneration and Nominations Committee ("the Remuneration Committee"), which consists solely of the non-
executive directors and operates in accordance with the Code.

Remuneration policy The remuneration policy recognises the need to attract and retain executive directors with levels of remuneration
that are arrived at responsibly and reward them fairly, when compared with similar organisations. Salaries are set 1o ensure that direclors
are motivated to achieve high levels of performance,

1t is the policy of the Company to afign the interests of all staff with the interests of shareholders as closely as possible. Schemes encouraging
staff share ownership are an important element of this policy and staff held options over 1,691,009 shares under the Pendragon PLC
Sharesave Schemes as at 31 December 1999,

Service contracts Each executive direcior has a service contract with the company. The executive directors’ service agreements contain
provisions regarding remuneration, holiday and sick pay ertitlements, restrictions and disciplinary matters. Executive directors other than
the Chief Executive have twelve month rolling notice periods. The notice period for the termination of the Chief Executive's service
agreement is two years. The availabifity of service contracts on two year rolling terms for directors in similar positions to Mr Finn in comparator
organisations is widespread. Having segard to these market conditions, the Board considers it both appropriate and reasonable to have
a two year notice period in Mr Finn's case and that it is neither in the company's nor shareholders' interests to reduce this. In accordance
with the termns of the executive directors’ service agreements, compensation for early termination is limited 1o iguidaled damages equivalent
to the emoluments (excluding bonus but including provision of other benefits) for the unexpired period of notice. This wouid be in full and
final settlement of all claims other than in respect of share opticns and pension arrangements. Each non-executive director, cther than
Mr Holt, has a service contract with the company providing for appointment for a two year period with no notice periods reguired by either
party. Mr Holt's service contract is for an eleven month period expiring on 31 Decernber 2000. The appropriateness of re-appointmenis
of non-executive directors is reviewed by the Board,

Salaries Salaries are reviewed annually by the Remuneration Committee as from 1 January each year. Executive directors also receive
further benefits which include two cars, one of which is fully expensed, and private health care. The Remuneration Committee may
recommeng that the company makes additionat payments to executive directors each year in the form of a discretionary bonus. When
coensidering whether or not to recommend any such payment, the Commitiee takes into account the individual performance of the director
over the immediately preceding financial year. The salary, toegether with any bonus, is the only pensionable element of the executive
directors' remuneration packages. Fees for non-executive directers are agreed by the Board. Awards of bonus are limited to 70 percent
of the director's salary for outstanding performance and, when made, have typically been at levels of between 10 and 30 percent of satary.
These levels are not such as to render the total remuneration unreasonable or excessive in the context of the company's sector. The
Combined Code Scheduie A requires that in general, annual bonuses should be not pensionable. Howsver, tha Board regards the bonus
element as an important motivational and retention feature of the executive directors’ remuneration packages. If awarded, bonuses come
to be regarded by directers as part of their on target earnings and for this reason are treated as pensionable.

Share opticn scheme The Pendragon Execulive Share Cption Scheme, an Intand Revenue approved scheme adopied by the company
in 1989, expired in November 1989 and was replaced by two new schemes, the Pendragon 1999 Approved Executive Share Opticn Scheme
and the Pendragon 1999 Unapproved Executive Share Option Scheme (the "New Schemes”), each of which was approvad at the company's
1999 Annual General Meeting. In accordance with the terms of the New Schemes, employees (including executive directors) may receive
options at current market value. QOptions are exercised, subject to the achieverment of cerfain criteria relating to the perfarmance of earnings
per share, between three and ten years after grant.
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Report on Remuneration continued

Details of options held by directors are shown below.

At Number of Number of At Exercise Exescise pericd
31.12.98 options options 31.12.89 Price
granted lapsed (Pence)
during year during year

Sir Nigel Rudd - - - - - -
T G Finn 5,887 - {5,887} - 293.00 01.07.03 10 31.12.03
- 220,000 - 220,000 194.00 03.03.02 10 02.03.09
- 5,698 - 5,698* 170.00 01.07.0210 31.12.02
M S Casha 35,402 - - 35,492 295.84 29.04.97 to 28.04.04
- 80,000 - 80,000 194.00 03.03.02 to 02.03.09
D R Forsyth 5,887 - (5,887) - 293.00 01.07.031t031.1203
- 80,000 - 80,000 194.00 03.03.02 to 02.03,09
- 9,826 - 9,826" 170.00 01.07.04 10 31.12.04
S N Hopewell 27,533 - - 27,533 170.95 11.10.94 te 10.10.01
50,703 - - 50,703 295.84 29.04.97 10 28.04.04
- 80,000 - 80,000 194.00 03.03.02 10 02.03.08
H C Sykes 10,000 - - 10,000 308.00 17.03.01 to 16.03.08
10,000 - - 10,000** 127.00 09.10.01 10 08.10.08
10,000 - - 10,000 127.00 09.10.01 t0 08.10.08
- 20,000 - 20,000 194.00 03.03.02 to 02.03.09
1,331 - - 1,331 293.00 01.07.031t031.12.03
- 4,558 - 4,658* 170,00 01.07.02 10 31.12.02
T Neville - - - - - -
W W Rhodes - - - - - -
J H Holt - - - - - -

Toa 156,833 500,182 (11,774} 645,241

* Options granted under the Pendragen 1998 Sharesave Scheme.
** Parallel grant.

The middle market price of Pandragon PLC ardinary shares at 31 December 1999 was 130.0 pence, and the range during the year was
212.5 pence to 130.0 pence.

Details of all share options granted during the year are set out in note 22 to the financial statements on page 31,
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Report on Remunel‘ation continued

Directors' remuneration

Salary Bonus Benefits Total emoluments Pension contributions
Fees excluding pengions
1999 1998 1999 1958
£000 £000 £000 £000 £000 £000 £000
Executive directors
TG Finn 338 - 29 367 416 43 40
M S Casha 138 - 19 157 179 18 15
B R Forsyth 125 - 19 144 136 13 9
S N Hopewell 138 - 20 158 148 18 15
H C Sykes 55 - 12 67 - 8 -
{appointed 27 April 1999)
Non-execulive directers
Sir Nigel Rudd 65 - 18 a3 76 - -
M G Hannah 28 - 3 3 36 - -
T Neville 28 - - 28 25 - -
(resigned 31 December 1999)
W W Rhodes 15 - 13 28 25 - -
J H Holt 4 - - 4 - - -
{appoined 1 Rovember 1588
Total 1999 934 - 133 1,067 - 100 -
Total 1998 817 115 10 - 1,042 - 78

The benefits provided are made up of cars and fuel, a contribution to home telephone, private medical insurance, and, in the case of
Mr Forsyth, professional subscriptions.

{n addition to services as a non-executive directer, Mr Hanrah provides commercial property advice to group companies under a retainer
arrangement. In 1999 he earned benefits to the value of £13,000 in the form of fees and the provision of a car under this arrangement.

Pension rights The assets of the Pendragon Pension Plan established for the benefit of the group's eligible employees are held separately
from those of the group by trustees. The Plan cperates through a trustee company of which Mr W W Rhodes is chairman. The management
of the Plan's assets is delegated toc a specialist independent investment manager and there is no investment of Plan assets in shares of
Pendragon PLC. The executive directors participate on a non-contributory basis in the Pendragon Pension Plan.

Pension benefits earned by the directors

Name of director Increase in Transfer Total annual
accrued value of accrued pension
pension increase entitlernent at

during the ygar 31 December 1999
£000 £000 £000

T G Finn 5 72 101

M S Casha 5 60 29

D R Forsyth 2 i 4

S N Hopewell 5 56 26

HC Sykes 1 5 4

The pension benefits shown are those which would be paid annually on retirement, based on service to 31 December 1999. The benefits
do not aflow for any retained benefits which the directors may have relating to previcus employment. The increase in the accrued pension
at 31 December 1999 excludes the statutory revaluation on the accrued pension at 31 December 1998.

The transfer vatues have been calculated on the basis of actuarial advice in accordance with Actuarial Guidance Note GN11 and exciude
directors' contributions.

Where applicable, the pension benefits are based on the directors’ pensionable sataries limited by the Infand Revenue earnings cap imposed
by the Finance Act 1989 (currently £90,600 per annum).

The pension benefits exclude any additional pension purchased by Additional voluntary Contributions.
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Report on Remuneration continuea

Directors' interests The interests of the directors and those of their families in the shares of the company (all of which were beneficial)
at 31 December 1999 are as set out below:

31 December 31 December

1999 1998

Shares Shares

Sir Nigel Rudd 848,610 798,610

TG Finn 851,251 801,251

M S Casha 81,000 71,000

N G Hannah 72,000 72,000

S N Hopewell 16,000 16,000

W W Rhodes 252,669 252,669

D R Forsyth 87,995 87,995
H C Sykes 10,000 -

J H Holt 10,000 -

There were nc changes 10 the directors' interests above between 31 December 1999 and the date of this report.

The interests of H C Sykes at the date of appointment were the same as at 31 December 1998,

Sir Migel Rudd

Chairman

Remuneration and Nominations Committee
22 February 2000
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Directors’ Responsibilities Statement

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

« select suitable accounting policies and then apply them consistently;

« make judgements and estimates that are reasonable and prudent;

= prepare the financial statements on the going concern hasis unless it is inappropriate 1o presume that the company and the group
wilt continue in business.

+ stale whether applicable accounting stendards have been fcliowed, subject to any material departures disciosed and explained in
the financial statements.

The directors are responsible fos keeping proper accounting recerds which disclose with reasonable accuracy at any time the financial
position of the company and to enable them to ensure that the financial statements comply with the Companies Act 1985, They have general
responsibility for taking such steps as are reascnably open ¢ them to safeguard the assets of the group and 1o prevent and detect fraud
and other irregularities,

Auditors’ Report to the Members of Pendragon PLC

We have audited the financial statements cn pages 17 to 35.

Respective responsibilities of directors and auditors The directors are responsible for preparing the Annual Report. As described above
this includes responsibitity for preparing the financial staternents in accordance with applicable United Kingdonn law and accounting standards.
Our responsibilities, as independent auditors, are established in the United Kingdom by statule, the Auditing Practices Beard, the Listing
Rules of the Londen Stock Exchange, and by our profession's ethical guidance.

We report to you our opinion as to whether the financial stalements give a true and fair view and are properly prepared in accordance with
the Companies Act. We also report to you if, in our epinion, the directors' report is not consistent with the financial statements, if the company
has not kept proper accounting records, it we have not received all the information and explanations we reguire for our audit, or if information
specified by law or the Listing Rules regarding directors' remuneration and fransactiocns with the group is not disclosed.

We review whether the staterment on pages 10 to 11 reflects the company's compliance with the seven provisions of the Combined Code
specified for our review by the Stock Exchange, and we report if it does not. We are not required to consider whether the Board's stalements
on internal control cover all risks and controls, or form an opinion on the effectiveness of the group's corperate governance procedures or
its risk and control procedures,

We read the other information contained in the Annua Report, including the corporate governance statement, and consider whether it is
consistent with the audited financial statements. We consider the implications for our report if we bacome aware of any apparent misstatements
or material inconsistencies with the financial statements.

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

We planned and performed our audit so as to obtain all the information and explanaticns which we considered necessary in order to provide
us with sufficient evidence tc give reasonable assurance that the financial statements are free from material misstatement, whether caused
by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in
the financial statements.

Opinion in our opinicn the financial statements give a true and fair view of the state of affairs of the company and the group as at
31 December 1999 and of the profit of the group for the year then ended and have been properly prepared in accordance with the Companies
Act 1985.

P At T

KPMG Audit Pl
Birmingham

Chartered Accountants
Registered Auditor

22 February 2000
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Consolidated Profit and Loss Account

Year ended 31 December 1939

1999 1999 1999 1998
Pre-exceptional Exceptional Total
items items
Notes £000 £000 £000 £000
Total furnover - group and share joint ventures 2.3 1,797,443 - 1,797,443 1,271,978
Less: share of joint venture turnover (43,275} - (43,275) -
Group turnover
Existing operaticns 1,100,488 - 1,100,488 1,271,978
Acquisition 653,680 - 653,680 -
1,764,168 - 1,754,168 1,271,978
Cost of sales 3 {1,534,176) - {1,534,176) {1,114,971)
Gross profit 219,092 - 219,992 157,007
Net operating expenses 3 (193,320} {4,525) {197,845) {130,030)
Group operating profit 34
Existing operations 15,016 (1.522) 13,494 26,977
Acquisitions 11,656 (3,003) 8,653 -
26,672 (4,525) 22,147 26,977
Share of operating l0ss in joint venture (1,119 -
Total operating profit 21,028 26,977
Profit on sale of businesses 9,628 -
Profit / {(foss) on disposal of fixed assets GO0 (239)
Profit on ordinary activities before interest 31,256 26,738
Net interest payable
Group 7 (11,849) (8,075)
Jeint venture {248} -
{12,007) (8.075)
Profit on ordinary activities before taxation 19,159 18,663
Taxation 8 (6,129) (5,769)
Profit for the financial year 13,030 12,894
Dividends 9 {7,929) {7.,318)
Retained profit for the financial year 23 5,101 5,578
Earnings per ordinary share 10 214 p 212 p
Diluted earnings per ordinary share 10 213 p 21t p

All amounts relate to continuing operations.
Movements in reserves are shown in note 23.

The comparative figures for gross profit and net operating expenses have been restated as shown in note 3 to these financial statements.
The notes on pages 22 to 35 form part of these financial statements.




Consolidated Balance Sheet

At 31 December 1999

19499 19499 1998 1988
Notes £000 £000 £000 £000
Fixed assets
Goodwill 12 14,271 5,606
Tangible assets 13 168,747 108,877
Investments 14
Investments in joint venture:
Share of gross assets and preference shares 88,878
Share of gross liabilities {77,023)
11,855
Other investments 1,500
13,3565 -
196,373 114,483
Current assels
Stocks 15 134,551 187,771
Repurchase commitments 16 74,827 84,349
Debtors 17 78,770 73,018
Cash at bank and in hand 3,033 1,150
291,181 346,288
Creditors: amounts falling due within one year 18 (206,954) {241,801)
Net current assets 84,227 104,487
Total assets less current liabilities 280,600 218,970
Creditors: amounts falling due
after more than one year 19 {136,464) (B86,362)
Provisions for liabilities and charges 21 (1,642) (580}
Net assets 142,494 132,028
Capital and reserves
Called up share capital 22 15,242 15,242
Share premium account 23 74,697 74,697
Other reserves 23 14,803 9,331
Profit and loss account 23 37,752 32,758
Equity shareholders’ funds 142,494 132,028

Approved by the Board of directors on 22 February 2000 and signed on its behalf by:

T G Finn ((j—&

Chief Executive

D R Forsyth

Finance Director

The comparative figures for stocks and creditors dug within one year have been changed as detailed in notes 15 and 18 of these financial

statements.
The notes on pages 22 to 35 form part of these financial statements.
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Year ended 31 December 1999

Consolidated Cash Flow Statement

1999 1998
Noles £ooe £000

Cash flow from operating activities 25 75,141 27,432
imerest received 39 539
Interest paid {11,679) (7,346}
Returns on investments and servicing of finance {11,640) (6,807}
Taxation paid (including £5,336,000 in respect of Evans Halshaw Holdings Pic) {13,689 {3,404)
Payments to acquire tangible fixed assets {35,861) (36,051)
Payments to acquire investmants (1,500)
Receipts from safes of tangible fixed assets 21,184 21,263
Capital expenditure and financial investment (16,177} (14,?88j
Business acquisitions 24 (84,086) (13,320)
Borrowings of acquired businesses (26,839} -
Dividend paid to former shareholders of Evans Halshaw Holdings Plc post acquisition (3,700) -
Deferred consideration paid {12,710) (11.654)
Cash sold on business disposal (278) -
Business disposals 24 51,343 65,349
Acquisitions and disposals (76,270) {18,625)
Equity dividends paid (7,520) (6,767)
Net cash ffow before financing (50,155) (22,959)
Financing
Repayment of unsecured bank loans - {13.997)
Unsecurad bank loans 54,367 36,069
Net cash inflow from financing 54,367 22,072
Movement in cash and overdrafts 26 4,212 {887)
Reconciliation of net cash flow to movement in net debt
Movement in cash and overdrafts 4,212 (887)
Cash inflow from increase in debt tinancing {54,367) (22,072)
Loan notes issued on acquisition of Evans Halshaw Holdings Pic {5,194) -
Movement in net debt in the year (55,349) {22,959)
Net debt at 31 December 1998 (48,199) (25,240}
Net debt at 31 December 1999 (103,548} (48,199}

The noles on pages 22 to 35 form pant of these financial staterments.
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Group Statement of Total Recognised Gains and Losses

For the year ended 31 December 1999

1999 1988

£000 £000

Profit for the financial year 13,030 12,894
Unrealised profit on disposal of business 5,100 -
Currency transiation adjustments relating to net investments in foreign enterprises, net of tax effect (234) 77
Total recognised gains and losses relating to the year 17,896 12,971

The reported profit for the year is not materially different from the profit on an unmodified historical cost basis.

Group Reconciliation of Movements in Shareholders’ Funds

For the year ended 31 December 19399

1999 1998

) £000 £000

Profit for the financial year 13,030 12,894

Dividends (7,929) (7.316)

5,101 5,578

Exchange adjustment (234} 77
Unrealised profit on dispesal of business 5,100
Goodwill written back 499

Net addition to shareholders’ funds 10,466 5.655

Opening shareholders' funds 132,028 126,373

Closing shareholders' funds 142,494 132,028

The notes on pages 22 to 35 form part of these financial siatements.
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Company Balance Sheet

At 31 December 1999

1999 1938
Notes £000 £000

Fixed assels
Investments 14 196,651 108,863
Current assets
Debtors 17 2,357 56,540
Cash at bank 1 174

2,358 56,714
Creditors: amounts falling due within cne year 18 (36,663) (5,686)
Net current (liabilities) f assets (34,305) 51,028
Total assets less current liabilities 162,346 152,891
Creditors: amounis falling due after more than one year 19 (40,864) {35,670)
Net assels 121,482 124,221
Capital and reserves
Called up share capital 22 15,242 15,242
Share premium account 23 74,697 74,697
Other reserves 23 13,863 13,863
Profit and loss account 23 17,680 20,419
Equity shareholders’ funds 121,482 124,221

Approved by the Board of directors o@aw 2000 and signed on its behalf by:
L
T G Finn (/\ K':) -

Chief Executive

D R Forsyth
Finance Director s

The notes on pages 22 to 35 form part of these financial statements.
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Notes to the Financial Statements

1.  Accounting policies

{a) Accounting convention The financial statements have been prepared in accordance with applicable accounting standards using
the historical cost convention.

{b) Basis of consolidation The consolidated financial statements include the financial statements of Pendragen PLC, all its substdiary
underiakings and the group's share of its joint venture under the gross squity accounting methed, made up fo 31 December 1988,

(¢) Accounting for acquisitions and disposals The results of companies and businesses acquired or disposed of during the year are
included from the effective date of acquisiton or up 1o the effective date of disposal. The purchase consideration is allocated 1o assets and
liabilities on the basis of fair value at the date of acquisition,

(8} TYurnover Turnover represents sales invoiced te third parties and income from contract hire operations when acting as agent, all
exclusive of value added tax.

(e} Contract hire and leasing Profit arising on contract hire agreements is recognised on the termination of each agreement.

{f} Tangible fixed assets and depreciation Freehold land is not depreciated. Depreciation is provided to write off the cost less the

estimated residuat value of other tangible fixed assets by equal instalments over their estimated useful economic lives as follows:
Freehold buifdings - 2% per annum (except in the case of assets under the course of construction)
Leasehold properties - 2% per annum or over the period of the lease if less than 50 years
Fixtures, fittings and office equipment - 10 - 20% per annum
Plant and machinery - 10 - 33% per annum
Motor vehicles - 20 - 26% per annum

(g} Stocks

{i} Consignment vehicles in respect of which finance charges are levied are regarded as being effectively under the
control of the group and, in accordance with Financial Reporting Standard No. 5, are included within stocks on the balance
sheet even though legal title has not yet passed to the group. The corresponding liability is included in creditors.

{ii) Motlor vehicles (including consignment and demonstrator vehicles) and parts stocks are stated at the lower of cost and net
realisable value

{h) Repurchase commitments As part of its normal trading activities the group has contracted to repurchase, at predetermined values
and dates, cerlain vehicles previously sold or let under operating leases or similar arrangements. The group’s residual interest in these
vehicles is included in current assets and the related Bability is included as ‘repurchase commitments’ within creditors.

(i) Deferred taxation Provision is made for deferred taxation on timing differences, under the liability method, except where the liability
is not expected 1o arise in the foreseeable future.

(i) Foreign currencies Profit and loss accounts in foreign currencies are translated into sterling at the average rates of exchange ruling
for the relevant financial period. Assets and liabilities are translated at exchange rates ruling at the balance sheet date. Exchange differences
arising on consolidaton of the net investments in overseas subsidiary underiakings are taken to reserves, as are the exchange differences
on the group's long term foreign currency borrowings and commitments used to finance the group’s overseas Investments. All other exchange
gains or losses are taken to the profit and loss account as they anse.

(k) Derivative financial instruments The group halds derivative financial instruments ¢ manage the interest risk of long term liabilities.
Amounts payable or receivable in respect of inferest rate derivatives are recognised on an accruals basis over the life ¢f the instrument.
() Pensions The regular cost of the group’s defined benafit pension scheme is expensed in order to allocate the cost of providing the
pensions, recognising any actuarial surplus or deficiency (where appropriate}, over the working lives of the relevant employees.

(m) Investments Investments held as fixed assets are stated at cost less any impairment losses.

(n) Goodwill Goodwill, represents the excess of the fair value of consideration given over the fair value of the identifiable net assets
acquired. Goodwill arising on acquisitions before 1 January 1998 was eliminated against reserves on acquisition. In accordance with the
transitional rules of Financial Reporting Standard No. 10, this treatment has continued to be applied to such acquisitions. On a subsequent
disposal or terminaticn of a previously acquired business, the profit or loss on dispesal or termination is calculated after charging the amount
of any related goodwill not written off through the profit and loss account, including any previously taken direct to reserves. Goodwill arising
on acquisitions since 1 January 1998 is capitalised and amortised to nif by egual instalments over its estimated useful life.

(o) Capitalisation of finance costs Gross finance costs directly attributable to the construction of tangible fixed assets are capitalised
as part of the cost of those assets.

22




Notes to the Financial Statements continues

2. Turnover

All turnover arises from the group’s principal activities, which are the sale of new and used vehicles, contract hire and after sales services.
All material turnover originates in the United Kingdom from the group’s principal activities.

3. Group turnover, cost of sales, net operating expenses and operating profit

Existing Acquisitions 1999 1998

operations Total Totak

£000 £000 £000 £000

Group turnover 1,100,488 653,680 1,754,168 1,271,978
Cost of sales 959,776 574,400 1,534,176 1,114,971
Gross profit 140,712 79,280 219,992 157,007

Net operating expenses: .

Distrizution costs 74,708 40,253 114,961 80,329
Administrative expenses 54,079 30,484 84,563 50,709

Other cperating income (1,569) (110) {1,679) (1.008)
127,218 70,627 197,845 130,030

Qperating profit 13,494 8,653 22,147 26,977

Exceptional #tems included within administrative expenses arg £3,003,000 in respect of costs incurred in the reorganisation following the
acquisition of Evans Halshaw Holdings Ple and £1,522,000 which are one off costs incurred during the set up of a new centralised customer
service centre.

The above figures for the year ended 31 December 1998 include turnover of £327,784,000 and cperating profit ¢f £1,439,000 in respect
of businesses sold to a joint venture in September 1999, of which £150,331,00C turnover and £2,903,000 operating prefit refated to
acquisitions during the year.

Finance commissions earned as a result of the group’s retail activities are now accounted for as a component of gross profit. This is a
change in the presentation of prior years where such income was shown within other operating income. Accordingly all comparatives have
been amended to reflect this change.

4. Operating profit

QOperating profit has been arrived at after charging: 1999 1998
£000 £000
Depreciation of tangible fixed assets Mn,732 8,182
Amoisation of goodwill 1,762 453
Auditors’ remuneration:
Audit fees - group 145 77
Audit fees - parent company 8 2
Operating lease rentals:
Hire of plant and machinery 625 824
Property 4,970 5,156

Payments 1o KPMG Audit Pl¢ and its associates during the year ended 31 Decrber 1999 for non audit services amounted to £332,000
{1998: £28,000). The increase in non audit fees for the year ended 31 December 1999 related mainly to fees in connection with the acquisition
of Evans Halshaw Holdings Flc.
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Notes to the Financial Statements continved

5. Employees

The average number employed by the group in the following areas was:

1999 1998
Number Number
Sales 2,247 1,458
After sales 3,801 2,636
Administration 1,120 929
7,168 5,021

Costs incurred in respect of these employees were:
1999 1998
£000 £000
Wages and saiaries 127,222 78,489
Social security costs 10,784 6,988
Other pension costs 1,894 1,688
139,900 87,165

6. Directors

Total emoluments of directors {including pension contributions) amounted to £1,167,000 (1988 - £1,121,000).
Information relating o directors’ emoluments, share options, long term incentive scheme interests and pension enfitlements is set out in

Remuneration Report on pages 12 1o 15.

7. Net group interest payable

1999 1998
£000 2000
Interest payable and similar charges: B
Bank leans and overdrafts 8,242 4,815
Other loans - manufacturer stocking loans 3,356 2,691
Notional interest on deferred consideration 583 1,441
12,181 8,947
Less: amount capitalised {137) (333)
12,044 8,614
Interest receivable:
Bank interest receivable (39} (539)
Other loans (156} -
11,849 8,075
8. Taxation
1999 1998
£000 £000
UK corporation tax at 30.25% {1998 - 31.0%) 6,521 6,151
Cverseas corporate taxation 536 517
UK deferred taxation (556) (899)
5,501 5,769
Attributable taxation of joint venture (372) -
6,129 5,769
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Notes to the Financial Statements continved

9. Dividends
1999 1998
£000 £000
Ordinary shares
Interim paid 4.4p per share (1998 - 4.0p) 2,643 2,439
Final proposed 8.8p per share (1998 - 8.0p) 5,286 4,877
7,929 7,316
10. Earnings per share
(a) Adjustments tc basic earnings per share, based on ordinary shares in issue
1999 1999 1998 1998
Earnings per Total Eamings per Total
share pence £000 share pence £000
Earmings 214 13,030 21.2 12,894
Goodwill amortisation 2.9 1,762 0.7 453
Notional interest on deferred consideration 0.9 583 2.3 1,441
Tax effect of notional interest (0.3) (176) {0.7) {447)
Earnings excluding goodwill amortisation and notional interest 249 15,199 235 14,341
Non trading items:
Exceptional items 7.4 4,525 - -
Profit on business and fixed asset disposals (16.8} {10,228) 0.4 239
Tax effect of non trading items 2.9 1,725 (0.1} (74)
Earnings excluding goodwill amortisation, notional interest
and non trading items. 18.4 11,221 238 14,506
(b} Diluted earnings per share, based on weighted average 1999 1999 1998 1998
number of shares in issue. Diluted earnings Total Diluted earnings Totat
per share pence £000 per share pence £000
Earnings 21.3 13,030 21.1 12,894
{c) Shares in issue 1999 1968
number number
Qrdinary shares in issue ) 60,964,152 60,964,152
Weighted average number of dilutive shares under cption 191,542 72,992
Weighted average number of shares in issue taking account of applicable
outstanding share cptions 61,155,694 61,037,144

The directors consider that the adjusted earnings per share figures provide a better measure of comparative perfermance.

11. Profit and loss account of the company

In accordance with the exemption allowed by Secticn 230 of the Companies Act 1285, the profit and loss account of the company is not

presented. The profit after taxation attributable to the company dealt with in its own accounts for the year ended 31 December 1999 is

£5,190,000 (1998 - £7,396,000).
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Notes to the Financial Statements continued

12. Fixed assets - intangible assets

Goodwill
Group £000
Cost
At 31 December 1998 6,059
Additions 10,512
Disposals (96)
At 31 December 1999 16,475
Amontisation
At 31 December 1998 453
Amartised during the year 1,762
Disposals {11)
At 31 December 1999 2,204
Net book value
At 31 December 1999 14,271
At 31 December 1998 5,606
Goodwill on dealerships acquired is amortised over a peried of 10 years.
13. Fixed assets - tangible assets
Land & Plant & Motor
buildings equipment vehicles Total
Group £000 £000 £000 £000
Cost
At 31 December 1998 88,693 28,833 15,178 132,704
Additions - existing operations 5,045 T AT4 23,779 39,998
- acquisitions 71,135 4,434 1,612 77,181
Exchange agjustments (168} {68) (23) {259)
Disposal of business (15,324) (13,968) - (29,292)
Disposals {1,530) (379) {26,700) {28,609)
At 31 December 1999 147,851 26,026 13,846 187,723
Depreciation
At 31 December 1998 5,898 15,347 2,582 23,827
Exchange adjusiments (13) (49) (6) (68)
Charge for the year 2,480 6,198 3,054 11,732
Disposal of business (1,090) (7,345} - (8,435)
Disposals (521) 3,777) (3,782) (8,080)
At 31 December 1999 6,754 10,374 1,848 18,976
MNet book value
At 31 December 1999 141,097 15,652 11,998 168,747
At 31 December 1998 82,795 13,486 12,596 108,877
Land and buildings at net beok value comprise: 1999 1998
o £000 £000
Freehold 114,506 65,852
tong leasehold 17,397 12,808
Short leasehold 9,194 4,135
141,097 82,795
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Notes to the Financial Statements continved

13. Fixed assets - tangible assets (continued)

Motor vehicles at net book value comprise: 1999 1998
£000 £000

Service loan vehicles 5,558 6,210
Other vehicles 6,440 6,386
11,998 12,596

Freehold land with a cost of £45,753,000 (1998 - £28,380,000) has nol been depreciated during the year.
Cumulative interest charges of £1,134,000 {1998 - £997,000) have been capitalised as construction costs and included in land and buildings.
Land and buildings include £5,268,000 (1998 - £6,406,000) in respect of building projecis currently under construction.

Future capital expenditure which has been contracted for but not yet provided in the financial statements amounted 1o £437,000
{1998 - £2,462,000).

14. Fixed assets - investments Group joint
venture equity Own shares Total
Group £009 £000 £000
At 31 December 1998 - - -
Additions 12,850 1,500 14,350
Share of joint venture loss (595} - (995)
At 31 December 1999 11,855 1,500 13,355
Shares in Loans to
subsidiary subsidiary
undertakings  undertakings Total
Company £000 £000 £000
At 31 December 1998 18,863 90,000 108,863
Additions 87,788 - 87,788
At 31 December 1999 106,651 90,000 196,651

The market value of the investment in the company's own shares at 31 December 1999 was £1,163,000 (1998 - nil), being 884,360 shares

with a nominal vatue of 25 pence each, acquired at a cost of between £1.63 and £1.70 each (1998 - nil) held by Pendragon Guest Trustees
Limited.

Dividends on the shares owned by the trust, the purchase of which was funded by an interest free loan to the trust from Pendragon PLC
are waived. All expenses incurred by the trust are settled directly by Pendragon PLC and charged in the accounts as incurred.

Shares in subsidiary undertakings are stated at cest. Pendragon PLC owns directly or indirectly 100 percent of the issued share capital of
the follewing principal subsidiaries, which trade in the country of incorporation noted below:

Name

Incorporated in Great Britain:
Alloy Racing Equipment Limited
Arena Auto PLC

¢2k Limited

Car Fleet Control Limited
Derwent Vehicles Limited

Evans Halshaw Limited

Evans Halshaw (Cheshar}) Limited
Evans Halshaw Motors Limited
Excalibur Motor Finance Limited
Pendragon Motor Group Limited®
Pendragon Contracts Limited

Pinewcod Computer Technologies PLC*

Incorporated in Germany:
Jaguar Autohaus Kronberg GmbH
Autchaus Avalen Jaguar GmbH

Activity

Motor vehicle dealer

Motor vehicle dealer

Contract hire and fleet management
Computer systems and services
Motor vehicle dealer

Motor vehicle dealer

Motor vehicle dealer

Motor vehicle dealer

Moter vehicle finance

Mater vehicle dealer

Contract hire and fleet management
Computer systems and services

Motor vehicle dealer
Motor vehicle dealer

“‘Direct subsidiary of Pendragon PLC.

27




Notes to the Financial Statements continves

15. Stocks
1999 1998
£000 £000
New and used vehicles 78,955 109,348
Consignment vehicles 41,600 64,097
Vehicle parts and cther stocks 13,996 14,326
134,551 187,771

Consignment vehicies exclude new vehicle stocks held by the manufacturers 1o the order of the group, which are not capable of bearing
a finance charge, amounting to £45,295,000 (1998 - £20,109,000}. The 1998 comparative has been changed to exclude vehicie stocks
that are not capable of bearing a finance charge to reflect commen industry practice.

16, Repurchase commitments

1999 1998

Total Total

£000 £000

Within one year 34,326 34,373
Between one and two yvears 28,896 29,219
Over two years 11,605 20,757
74,827 84,349

The directors consider that losses arising from disposal of the vehicles for less than the repurchase valua will not occur, and accordingly
no provision for such fosses is made in the financial statements.

In addition to the repurchase commitments shown above, the group has entered into other contingent repurchase arrangements set out

in note 29.
17. Debtors
1999 1998
£000 £000
(a) Group
Trade debtors 36,501 42,599
Amounts owed by jeint venture 7,450 -
Other debtors 22,716 18,000
Prepayments 12,103 12,419
78,770 73,018
{b) Company
Amounts owed by subsidiary undertakings - 56,535
Taxation 2,352 -
Other debtors 5 5
2,357 56,540

All amounts are due within one year,
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18. Creditors: amounts falling due within one year

1999 1998
£000 £000
(a) Group

Unsecured loans 10,000 10,000
Unsecured bank loans and overdrafts 634 2,963
Consignment vehicle liakilities 41,600 64,097
Repurchase commitments (see note 16) 34,326 34,373
Payments received cn account 4,892 3272
Trade creditors 65,625 71,109
Dividends payable 5,286 4,877
Caorporaticn tax 4,630 5,698
Advance corporation tax - 610
Cther taxation and social security 3,869 4,847
Consideraticn payable to Lex Retail Group Limited - 12,127
Accruals and deferred income 36,092 27,828
206,954 241,801

(b) Company
Bank loans and overdrafts 1,187 25
Amounts due to subsidiary undentakings 27,629 -
Dividends payable 5,286 4,877
Advance corporation 1ax - 610
Corporation tax 2,250 -
Cther taxation and social security 27 -
Other creditors 284 174
36,663 5,686

The comparative figures for consignment vehicle liabilities have been changed to exclude these vehicles not bearing a finance charge as
detailed in note 15.

19, Creditors: amounts falling due after more than one year

1999 1998
£060 £000
(a) Group

Unsecured bank loans (repayable between one and two years) 83 623
Unsecured bark loans (repayable between two and five years) 63,194 3,093
Unsecured bank loans (repayable after five years) 32,670 32,670
Repurchase commitments (see note 16) 40,501 49,976
Other 16 -
136,464 86,362

{b) Company
Unsecured bank loans (repayable between two and five years} 8,194 3,000
Unsecured bank loans (repayable after five years) 32,670 32,8670
40,864 35,670

29




Notes to the Financial Statements continued

20. Financial instruments and derivatives

An explanation of treasury policy and controls can be found in the financial review on page 5.

As permitted by FRS 13, short term debtors and creditors that meet the definitions of a financial asset or liability respectively have been
excluded from the disclosures. Prior year comparatives have not been provided, as permitted by the Standard.

(a) Fair values of financial assets and liabilities

The fair value of interest rate swaps and collars have been determined with reference to market prices prevailing at 31 December 1999.
All other financial liabilities are at floating rates of interest and therefere fair vaiue is equal to book value. The interest rate swaps relate to
the swapping of floating rate interest into fixed rate interest; the interest rate collars fix floating rate interest within a defined range.

Primary financial instruments held or issued to finance the company’s operations Book value Fair value
1999 19499
£000 £000

Cash at bank and in hand 3,033 3,033

Loan notes issued by joint venture 7,450 7,450

Bank loans {58,717} (58,717)

6.93% US $55 million loan notes 2005 (32,670) {34,157)

Other (15,194) (15,194)

Derivative financial instruments held to manage interest rate profile Book value Fair value
1999 1998
£000 fanvh ]

Interest rate swaps relating to floating rate borrowings (740} (256)

Interest rate collars relating to floating rate borrowings (218) {71}

Currency swap (US $/ £ sterling) - 1,467

{b) Interest rate risk profile as at 31 Decembsar 1999

The table below reflects the effect of interest rate swaps

(i} Financial liabilities Total Floating rate
£000 £000

Bank loans (58,717) (58,717)

6.93% LJS $55 million loan notes 2005 (32,670) (32,670)

Other (15,194) (15,194)

(i} Financial assets Total Floating rate
2000 000

Cash at bank and in hand 3,033 3?03_3

Lean notes issued by joint venture 7,450 7,450

(c} Foreign currency exposure profile

There were no material foreign currency monetary assets and labilities that may give rise to exchange gains or losses in the profit and

loss account.

{d) Maturity of borrowings
Details are shown in note 18.

(e} Maturity of facilities
At 31 December 1999 the group had the fcllowing undrawn committed facilities available

Total

£000

Expiring in one year or less B 50,000
Expiring in more than one year but not more than two years 5,000
Expiring in more than two years 17,000
72,000
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21. Provisions for liabilities and charges

The amcunts of provisions for deferred tax in the financial statements are as follows:

Provided Unprovided

1999 1998 1999 1998

£000 £000 £000 £000

Tax allowances in excess of depreciation {913} 926 - -
Other timing differences 950 (346) - -
37 580 - -

The movement in provisions for the year are as follows: Deferred Closure

tax costs Tota)

£000 £000 £000

At 31 December 1998 580 - 580
Acquisition of Evans Halshaw Holdings Pic (9t2) 2,426 1,514
Profit and loss account (556} - (556)
Additions - 219 219
Utifised - {1,040} (1,040}
Advance corporation tax recoverable 925 - 925
At 31 December 1999 37 1,605 1,642

The closure cost provision is comprised of the future costs of vacated properties, being predominantly future tease committments. Although
the majority of the provision should be reaiised in the next few accounting periods the exact timing remains uncertain.

22. Called up share capital

1999 1898
£000 £000
Authorised:
80,000,000 (1998 - 80,000,000) ordinary shares of 25p each 20,000 20,000
Allotted, cafled up and fully paid
60,964,152 (1998 - 60,964,152) ordinary shares of 25p each 15,242 15,242

Movements in the number of options to acquire ordinary shares under the executive share option scheme, together with exercise prices
and the outstanding position at 31 December 1999 were as follows:

Exercise period Exercise At 31 December At 31 December
price per 1998 Granted Lapsed 1999

share ~ Number Number Number Number

11 Cciober 1994 1o 10 Cctober 2001 170.95p 27,533 - - 27,533
29 April 1997 to 28 April 2004 295.84 p 187,802 - - 187,602
17 March 2001 to 16 March 2008 308.00p 429,000 - (92,000} 337,000
9 October 2001 to 8 Oclober 2008 127.00p 429,000 - {92,000} 337,000
9 October 2001 to 8 October 2008 127.00p 263,000 - (57,000) 206,000
1 July 2003 to 31 December 2003 293.00p 921,446 - (642,025} 279,421
1 July 2005 to 31 December 2005 293.00p 317,903 - {212,878) 105,025
3 March 2002 tc 2 March 2009 124.00p - 480,000 - 480,000
1 July 2002 1o 31 December 2002 170.00 p - 630,926 {89,400) 541,517
1 July 2004 1o 31 December 2004 170.00 p - 684,934 (53,194) 631,740
1 July 2606 1o 31 December 2006 170.00 p - 157,511 (24,205) 133,306
21 June 2002 to 20 June 2009 162.50 p - 377,682 (73,000) 304,682
21 June 2002 to 20 June 2009 162.50 p - 237,818 - 237,818
2,575,484 2,568,871 (1,335,711) 3,808,644

On 3 March 1999 options over 480,000 ordinary shares of 25 pence were granted to directors under the Pendragon 1989 Executive Share
Option Scheme (“the 1989 Scheme”) at an exercise price of 194.0 pence per share.

On 4 June 1999 options over 1,473,371 ordinary shares of 25 pence were granted pursuant to the 1998 Pendragen Sharesave Scheme
at an exercise price of 170.0 pence per share.

In addition to the above, ch 21 June 1999 options over a further 615,500 ordinary shares of 25 pence were granted to employees (excluding
directors) at an exercise price of 162.5 pence per share. This grant comprised 377,682 ordinary shares under the Pendragon 1999 Approved
Executive Share Option Scheme and 237,818 ordinary shares under the Pendragon 1999 Unapproved Executive Share Option Scheme
("the New Schemes”).
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22, Called up share capital (continued)

Each of the grants of share opticns made during the year under the 1989 Scheme and New Schemes prescribed an earnings per share
performance criterion. In the case of grants under the 1989 Scheme, it is a pre-condition to the exercise of such options that the growth in
the company’s earnings per share over the prescribed three year period must exceed by at least 2 percent per annum compound the annual
inte of inflation as shown by the AP Index. It is a pre-condition {o the exercise of grants made under the New Schemes that the growth in
the company’s earnings per share aver the prescribed three year period must exceed by at least 3 percent per annum compound the annyal
rate of inflation as shown by the RPI Index.

23. Reserves Share Profit
premium Other and loss
account reserves account
£000 £000 £000
(a) Group
At 31 December 1998 74,697 9,331 32,758
Retained profit - - 5,101
Goodwill written back - 499 -
Unrealised profit on joint venture - 5,100 -
Share of goodwill amortisation of joint venture in respect of unrealised profit on disposal - (127) 127
Exchange adjustment - - (234)
At 31 December 1999 74,697 14,803 37,752
(b) Company
At 31 December 1998 74,697 13,863 20,419
Retained loss - - (2,739}
At 31 December 1999 74,697 13,863 17,680

Cumulative goodwill written off 1o reserves at 31 December 1999 amounted to £7,123,000 (1998 - £7,622,000).
The cumulative amount of negative goodwill written to reserves at 31 Decemnber 1999 amountad to £3,928,000 (1998 - £3,928,000}.

24, Acquisitions and disposals

(a) Acquisition of Evans Halshaw Holdings Plc

On 3 February 1999 the group acquired the entire share capital of Evans Halshaw Holdings Ple for a total consideration, including costs,
of £87,739,000, Consideration was satisfied by the issue of loan notes of £5,194,000 and £78,520,000 cash. The acquisition has been
accounted for by the acquisition method of accounting.

Net assets at dale of acquisition: Book Accounting Revalualion Other Fair
value at policy value at

acquisition adjustments acquisition

_fo00 £000 £600 £000 £000

Tangible fixed assels 77,130 - (1.075) - 76,055
Goodwill 1,568 - - - 1,568
Stocks 59,131 190 {250} - 59,071
Debtors 37,658 858 5,300 - 43,816
Dividend creditor {3,700} - - B {3,700)
Corporation tax creditor (5,940) - - - (5,940)
Deferred tax 1,927 - - (1,015) 912
Creditors (64,892) - {340) (727) {65,959)
Borrowings {26,839) - - - {26,839)
76,043 1,048 3,635 {1,742) 78,984

Goodwill 8,755
Consideration (including costs) 87,739
Consideration satisiied by cash 78,520
Consideration satisfied by the issue of loan notes 5194
Costs of acquisition satisfied 4,025
Fair vaiue of consideration 87,739

The fair value adjustments above principally arise for the following reasons:

iy Ahgnment of accounting policies in respect of vehicle, debt and pants pravisions and recognition of income.

i) Recognition of the pension fund surplus and related deferred taxation.

ill} Revaluaticns representing the restatement of cerain equiprnent, stocks, and financial instruments acquired to their estimated market values.
v} Other adjustments principally representing the recognition of unprovided amounts in respect of other labilities.
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Notes to the Financial Statements coninved

24, Acquisitions and disposals (continued)

(b} Cther acquisitions

The group acquired from various vendoers througheut the year trading assets for Telecom Services for £135,000 on 6 April 1999, Grantham
Ford for £1,156,000 on 26 April 1999 and Gathurst Vauxhail for £233,000 on 8 November 1999. All consideration was satisfied in cash.The
acquisitions have been accounted for by the acquisition method of accounting.

MNet assels at date of acquistions: Boock Accounting Revaluation Other Fair

value at policy value at

acquisition adjustments acquisition

. £000 £000 £000 £000 £000

Tangible fixed assets 1,172 - (46) - 1,126

Stocks 277 - 4] - 276

Debtors - - - - -
Creditors (20) ; - (30) (50)

1,429 . {47} (30) 1,352

Goodwill 189

Consideration (incluging costs) 1,541

Consideration salisfied by cash 1,524

Cost of acquisition 17

Fair value of consideration 1,541

The fair value adjustments above principaliy arise for the following reasons:
i) Revaluations representing the restatement of certain properties and stocks acquired to their estimated market values.
iy Other adjustments principally representing the recognition of unprovided amounts in respect of other liabilities.

Contributions to cashflow frem acquisitions

The businesses acquired during the year contributed £21,062,000 to the group’s net operating cash flows, paid £1,323,000 in respect of
servicing finance, dividends of £3,700,000, tax of £5,336,000, utilised £7,320,000 for capitial expenditure and contributed £48,470,000 from
the sale of businesses.

{c) Disposzls
Net assets at date of disposal:

Net book value

£000
Tangible fixed assets 20,857
Stocks 37,300
Debtors 5,484
Cash balances 278
Creditors {8,691)
55,208
Goodwill written back 584
Profit on sale 9,628
Unrealised profit on sale 5,100
Proceeds on sale 79,520
Proceeds comprise:
Cash 51,343
Share capital in joint venture company 12,850
Loan to joint venture company 7,450
Costs of disposal accrued {1,123)
Proceeds on sale 70,520

Share capital in joint venture comprises ordinary share capital including share premium of £12,750,000 and preference shares of £100,000.
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25. Net cash flow from operating activites 1999 1998
£000 £000

Operating profit 21,028 26,977
Add share of joint venture’s operating l10$5 1,119 -
Depreciation 11,732 8,182
Goodwill amortigation 1,762 453
{Profit) / loss on disposal of fixed assets (55) A
Decrease / {increase) in stocks 52,290 (17,722)
Decrease / {increase} in debtors 39,914 (4,571)
(Decrease) / increase in creditors (52,649) 13,738
Other - (46)
75,141 27,432

26, Analysis of net debt

Cash at bank CQverdrafts Cther borrowings
and in hand and other Due within Due after

borrowings Total one year one year Totat

£000 £000 £000 £000 £000 £000

At 31 December 1998 1,150 (2,963) (1,813) (10,000} (36,386) (48,199)

Net cash flow 1,883 2,329 4,212 - - 4,212

Financing and liquid resources - - - - (54,367) (54,367)
Loan notes issued cn acquisition of

Evans Halshaw Heldings Plc - - - - (5,194) (5,194)

At 31 December 1999 3,033 {634) 2,399 (10,000) (95,947) (103,548)

27. Lease cornmitments

Operating leases
Annual iease payments due in 2000 under operating leases of the group according to the peried in which the lease expires, are as follows;

Property Other leases
1999 1998 1999 1998
£000 £000 £000 £000
Within one year 700 353 251 177
Between one and five years 8ot 1,537 338 170
Over five years 2,541 3,802 9 198
4,042 5,692 598 543

28. Pensions

Pendragon PLC operates the Pendragon Pension Plan for eligible employees. This is a funded defined benefit scheme administered by a
corporate trustee, Pendragon Pension Trustees Limited. The trustee holds Plan assets separately from Pendragon PLC, and there is no
investment in shares of Pendragon PLC.

The last formal valuation of the Plan was carried out as at 5 Aprit 1995, At this date the market value of Plan assets was £7.9 million. The
actuarial value of Plan assets represented 114 percent of the value of accrued liabilities allowing for projected increases in earnings. The
main assumptions used for this valuation were that the rate of return on investments would exceed the rate of earnings increases by
2 percent per annum, the rate of pension increases by 5 percent per annum and the rate of dividend increases by 4.5 percent per annum,
An updated vatualion is being carried out as at 6 April 1999.

The pension cos! for the year includes the cost of pensions for the Evans Halshaw Group Retirement Benefits Scheme from the date of
acquisition of Evans Halshaw Holdings Ple. This Scheme included defined benefit and defined contributicn categeries, with assets held in
a separate trust fund. The last formal actuarial valuation was carfied out as at 31 March 1998, At this date the market value of Scheme
assets was £39.8 million, and the actuarial value of Scheme assets represented 113 percent of the value of accrued liabilities allowing for
prejected increases in earnings. The main assumptions used for this valuation were that the rate of return on invesiments would exceed
the rate of earnings increases by 1.5 percent per annum and the rate of pension increases by 3 percent per annum. An updated valuation
for the Scheme is being carried out as at 31 March 1999,

bnder acquisition accounting treatment, the Scheme surplus is recorded as a prepayment on the consolidated balance sheet ot
Pendragen PLC. The Scheme was merged into the Pendragon Pension Plan with effect from 1 January 2000.

The pension cost for the year and the balance sheet prepayment are assessed by independent qualified actuaries using the projected unit
methog, allowing for the amortisation of surplus over employees’ future service lifetimes. The pension cost for the year is calculated as
£1,894,000 (1998 £1,688,000). The closing balance sheet prepayment is £5,053,00C (1998 £rit). The full year effect of the reduction in
emplayees following the Ford joint venture disposal in September 193¢ will tend to reduce the regular pension cost in the next accounting year.
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29. Contingent liabilities

(a} The company has entered into cross-guarantees with its bankers whereby it guarantees payment of bank borrowings in respect of

subsidiary undertakings.

(b) The company has given performance guarantees in the normal course of business in respect of subsidiary undertaking obligations.
{&) Bank guarantees in favour of third parties amounting to £2,947,000 {1998 - £2,287 000} have been counter-indemnified by the group.
{d) The group has arranged external financing for a number of vehicles where customers have an option to purchase the vehicte from the
finance company at a predetermined value at the end of each agreement. The group has undertaken to repurchase the vehicle from the
finance company in place of the customer if the customer does not exercise the option to purchase. The total value of the contingent

repurchases is as follows:

1999 1998

£000 £000

Within one year 7,584 2,122
Between one and two years 4,106 6,21
Between two and five years 3,983 5,812
15,673 14,145

The directors consider that losses arising from disposal of the vehictes for 1ess than the repurchase value will not occur, and accordingly

no provision for such losses is made in the financial statements.

30. Related party transactions

The company has transactions with its subsidiary undertakings in the 1orm of dividends and loans only.
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Special Business at the Annual General Meeting

Resolutions 1 to 8 set out in the notice deal with the ordinary business to be transacted at the Annual General Meeting. Resolution ¢
grants authority for the company to purchase its own shares. Resclution 10 relates to making various amendments to the company's Articles
of Assoclation.

Resolution 9 - Authority to purchase own shares {special resoluticn)

At the Annual General Meeting in 1999 the Board was given authority to purchase and cancel up to 6,096,415 ordinary shares of the
company, representing ten percent of the company's then existing issued ordinary shares, through market purchases on the London Stock
Exchange. The maximum price to be paid on any exercise of the authority was restricted te five percent above the average of the middle
market quotation for ordinary shares for the five dealing days immediately preceding the day of a purchase.

Although the directors have not utilised the authority to make market purchases of the company's ordinary shares since it was granted and
have ne present intention of doing so, they believe it is still in the interest of the sharehclders of the company to have such power. Therefare
the directors are seeking the approval of shareholders for the revocation and replacement of this authority by way of a special resolution,
details of which are also included in the notice of meeting on page 38. This authority would only be exercised if the directors expected it
1o result in an increase in earnings per share.

There are outstanding options t¢ subscribe for a totai of 4,702,103 ordinary shares of 25p each in the company. That number of shares,
represents 7.7% of the company's existing issued share capital. If the company were to exercise in full the authority to purchase its own
shares, which is proposed in Resclution 9, the 4,702,103 crdirary shares fer which there are outstanding options to subscribe would
represent 8.6% of the company's existing issuad share capital as reduced by those purchases.

Resolution 10 - Amendment to Articles of Association (special resclution)

The amendment is proposed in order to implement a provision of the Combined Code - Principles of Good Governance and Code of Best
Practice. Under the existing Article 75, one-third of the directors, or the numbsr nearest to one-third of the directors (which may be more
or less than one-third), must retire by retation at each Annual General Meeting. Article 75 as amended would require a minimum of one-
third of the directors to retire at each Annual General Mesting. The amendment is designed to ensure that alt directers will be required to
submit themselves for re-election at ieast every three years.

Article 1.{E} of the company's Articles of Association provides that each of the direciors shall be paid a fee in practice as may be determined
by the Board, provided that the aggregate of all fees so paid to directors shafl not exceed £75,000 or such higher amount as may from
time to time be decided by ordinary resciuticn of the company. It is proposed that the maximum sum of £75,000 set out in this article be
changed toc £250,000 per annum. This sum excludes amounts payable to directors under any other provision of the Articles of Association,
such as remunsaration to executive directars in their capacity as employees and directors’ expenses. This amount is considered ta reflect
current market rates.
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