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Group Review |

Financial summary

2001 2000 1999 1998 1997

£000 £000 £000 £000 £000
Total tumover 1,726,363 1,637,248 1,797,443 1,271,978 863,666
Group tumover 1,549,175 1,428,255 1,754,168 1,271,978 863,666
Gross profit 219,775 185,705 219,802 157,007 106,009
Total operating profit before exceptional items 39,229 24,977 25,553 26,977 20,449
Profit before taxation 30,602 4,137 19,159 18,663 15,076
Net assets 143,649 139,870 142,808 132,028 126,373
Net borrowings 127,482 137,557 103,548 48,199 25,240
Other financial Information
Gross margin 14.2% 13.0 % 125 % 12.3 % 123 %
Total operating margin (Note 1} 2.5% 1.7 % 1.5 % 22 % 24 %
After tax return on equity (Note 2} 14.3% 39 % 9.7 % 10.0 % 108 %
Basic eamnings per share {Note 3) 33.7p 80p 219 p 212 p 212 p
Adjusted eamings per share (Note 4) 301p 19.5 p 1889 p 238 p 217 p
Dividend per share 158p 14.7 p 13.2 p 120 p 10.7 p
Dividend cover {times) 23 0.6 1.7 18 1.8
Interest cover (times) {(Note 5) 3.0 1.4 2.8 4.0 4.1
Gearing 88.7% 98.3 % 725 % 365 % 20.0 %
Business development summary
Number of franchises 168 183 206 153 118
Number of trading locations 143 153 149 1 89

Note 1 Total oparating margin is calculated after adding back gocdwill amortisation and exceptional kams.
Note 2  Retum on equity is profit after tax as a percentage of average Shareholders’ tunds.

Note 3  Eamings per share have baen adjusted to reflect the effects of the 1997 rights issue.
Note 4  Earnings per share adjusted to eliminate the effects of notional interest, goodwill amortisation and exceptional items, see note 10 of the

financial statements.

Note 5  Notional interest on deferred consideration has been excluded.
Note 6 The above table has been restated to reflect the adjustments made to priar years on adoption of FRS 19,




Chairman's Statement

Dear Shareholder

The group has had one of its most successiul years ot trading. Prolits have improved significantly and margins are at their highest level
for five years. We have further improved retums for shareholders by actively managing our property portiolio in order to realise significant
profits from selective disposals.

Qur motor car franchise portiolio is focused increasingly on the fuxury car market. During the year we expanded our business overseas
and have seen a particularly strong performance trom our USA dealerships.

We have continued fo successfully develop and apply innovative technology based services to our car retailing business. Apart from
improving the operating efficiency of the group these services are being marketed to third party dealers and manufacturers.

Total turnover for the year ended 31 Decernber 2001 was £1.7 billion cornpared to £1.6 billion in 2000. Operating profit before goodwill
amortisation, exceptional items and business and property disposals is up by 54% to £42.6 million from £27.6 million in 2000. The group
made a net profit on property and business disposals of £7.9 million compared to £1.0 million in 2000. Profit on ordinary activities before
taxation increased to £30.6 million from £4,1 miliion last year,

Eamings per share increased t0-33.7 pence compared to 9.0 pence in 2000. The Board has proposed a final dividend of 10.8 pence per
share. Together with the interim dividend of 5.3 pence per share, this makes a total of 15.9 pence per share for the year, an increase of
8% when compared with the 14.7 pence per share in 2000.

We continued to have strong cash flow during the year which has enabled us to invest in new businesses whilst at the same time reduce
our berrowings. Our borrowings decreased to £127 5 millan at the end of 2001 from £137 6 million last year. Cash flow generated from
operations was £62.4 million up from £42.3 million in 2000.

The UK car market was buoyant in 2001 fuelled by lower interest rales and consumer confidence. This was in stark contrast to the disorderly
market which prevailed over the previous eighteen months caused by issues surrounding new car prices.

During the year we expanded our business overseas. In the USA our dealerships have continued to perform very well. We are seeking
to expand our interests in this market where dealers enjoy significantly more favourable franchise contracts than in the UK. We also
increased our investment in Germany. Unlike in the UK the German car market struggled in 2001 which consequently led to more
disappointing results than we had expected at the commencement of the year. Our German dealerships are in good shape and will return
to acceptable |levels of profitabllity when the market for our products and the general economy there improves.

Draft proposals have recently been made by the European Commission on changes to block exemption regulations. The changes are due
to take effect from 1 October 2002, We see the changes as broadly in favour of consumers and dealers. As a large well organised and
well funded dealer group with national coverage in the UK, we will be able to take advantage of exciting new opportunities which will
undoubledly appear. Until these oppertunities become clearer our net investment in the UK is unlikely to increase.

The excellent results which we have achieved this year would not have been possible but for the continued hard work and commitment of
everyone in the Pendragon team to whom |, and my colleagues on the Board, extent our thanks ence again.

Sir Nigel Rudd
Chalrman
13 February 2002




Chief Executive’'s Report l

The outstanding cperating results for the year demonstrate the potential which has been created in the business over the last four years.
This has been achieved by enhancing our franchise portfolio, representing fewer manufacturers, and by the development and deployment
of new technology.

The table below summarises our results for the year.

2001 2000
£m £m
Total turnover - group and share of joint venture 1,728.4 1,637.2
Total underlying operating profit 42,6 27.6
Exceptional costs - (6.4)
Goodwill amortisation (3.4) (2.6}
Total operating profit 38.2 18.6
Business disposals {2.3) (3.0)
Property disposals 10.2 4.0
Profit on ordinary activities before interest 471 19.6
Interest (16.5) (15.5)
Profit on erdinary activities before tax 30.6 4.1
Earnings per share 337 p 8.0 p
Dividend per share 159 p 147 p

Trading environment A number of factors influenced the car market in the UK in 2001. Lower interest rates combined with lower new
car prices helped registrations of new cars to reach record levels. We have also seen more stability in used car prices. The steady growth
over the past few years in the absolute number of motor cars on the road in the UK contributes to strong performance in the after sales
area of the business. There was mugh talk of recession in the USAin 2001 and, together with the terrorist attacks in September, this led
1o a fragile US car market. A slowdown in the German economy placed the car market under severe pressure which resulted in reduced
volumes and diluted margins.

Motor retail business

The principal activity of the business is the sale and servicing of motor cars. Across the whole group, new car sales account for 32% of
gress profit, used car sales for 16% and after sales for 46%. These percentages have not changed significantly year on year. The business
is split across three markets: UK, USA and Germany, each of which is explained in more detail below.

UK We currently operate 150 franchises in the UK frorm 133 locations. We have a national network of dealerships from Exeter in the south

te Edinburgh in the nerth. Our activities are centred on specialist and luxury cars and we also operate Vauxhall and Ford dealerships in
the volume sector,

The scale we have sought with our selected manufacturer partners in the UK was mostly achieved in 2000 so that in 2001 we have had
relatively little dealership acquisition and disposal activity. We have, however, continued to focus on underperforming and non-core
dealerships. We disposed of our remaining Saah, Toyola, Suzuki and Mazda dealerships during the year and no longer represent those
manufacturers. We also closed seven Volvo locations in December. This was in full consultation with the manufacturer and is in line with
their current representation plans. We continue to operate 12 Volvo dealerships.




In the year we undertook selective greenfield developments within our existing franchise territories. The most significant of these were
our investments in a brand new BMW site at Taplow, Barkshire and five retail outlets for the new Minl, a car which had sirong sales
performance in the second half of 2001. We also opened a new Land Rover showroom in the West End of London. The results for the UK
business can be summarised as foliows:

£m Tumover Gross Profit Gross Margin Underlying Underlying
% Operating Operating

Profit Margin %

Existing 1,265.7 170.0 13.4 43.6 3.5
Acquired 57.6 7.7 13.3 {1.0) (1.8)
Disposed 55.2 74 13.3 (0.9} (1.6}

Total 2001 1,3785 188.1 134 a7 30

Total 2000 1,344.5 169.8 12.6 29.4 2.2

Turmover in 2001 was maintained at a similar level to last year. The increase in activity due to the enlarged new car market in 2001 plus
the contribution from business acquisitions more than offset the reduction arising from the disposal of volurne franchisaes in 2000. Gross
margins and operating margins have improved principally due to our moving the franchise portfolio up market and higher activity levels In
our specialist franchises. All our motor car franchise groups showed an improvement in trading performance. The strongest franchise
perfarmance in the year wag In our BMW group which almost doubled operating profit.

The results for acquired businesses shown in the above tablte principally relate to our Ford group for Movember and December 2001, These
are seasonally the poorest trading menths in the UK industry and therefare the operating loss of £1.0 million was in line with expectations.
The Ford group, prior to November, had baen part of our joint venture with Ford Motor Company.

The disposals during the year contributed tumover of £55.2 million and an operating loss of £0.9 million. The properties occupied by these
businesses have been retained tor either alternative use within the group or for sepacate disposal.
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in December 2000 Mercedes-Benz notified us of a planned reorganisation of its UK dealership network, The new plan involved a reduction
in the number of operators with each retained operator having a larger market territory. Discussions between existing operators and
Mercedes resulted in an agreed process for the transfer of businesses within the network. A termula was put in place 1o calculate
compensation to be paid to outgeoing dealers for less of business. We currently operate seven Mercedes passenger car dealerships,
Mercedes has offered us a Yorkshire market area, which would require vs to add to the two dealerships we currently operate in that area,
Our five other UK Mercedes dealerships are in areas that will transfer to other operators.

Currenlly we plan to operate the five divestment sites until 30 June 2003. We are alsc in discussions with the owners of the two areas
we will invest in, aithough as yet no dates of purchase have been agreed.

Ford dealerships joint venture Our share of the loss on ordinary activities before tax of our Ford joint venture, Stripestar, was £1.6 million
comparad to £4.0 million in 2000. The resuits for 2001 are tor the first 1en months only, since we acquired Ford Motor Company's 45%
sharehoiding in Stripestar on 2 November 2001. Progress on improving the financial return on this business had proved difficult under
the joint venture structure. Single ownership will enable a more rapid response to changes in the industry sector and provide locus on
business and property reconfiguration, which will be an important element to improving financial returns.

Whiist the business continued to make a ioss, the overall performance has improved significantly. Since 2 November 2001 we have closed

the Chesham satellite and disposad of its freehold property. We expect further progress on changes to the format of the business during
2002 and continuing improvements in the operating performance.




USA Wa are very pleased with the pragress wa have made in building our business in the USA over the past eighteen manths, Qur
dealerships, which are located in California, performed well in the year as surnmarised in the table below.

£m Turnover Gross Profit Gross Margin Underlying Underlying
Yo Operating Operating

Profit Margin %

Existing 53.2 7.6 14.3 25 47
Acquired 49.0 B84 17.1 1.9 3.9
Total 2001 1022 16.0 15.6 4.4 4.3
Total 2000 24.5 3.3 13.5 1.1 4.5

Cur original investment, Bauer Motors in Santa Ana acquired in July 2000, has parformed ahead of aur expectations and is one of the
highest voiume Jaguar dealers in the USA. We have recently developed a new site in San Juan Capistrano, the adjacent market area.
The new dealership cailed South Coast Motors retails Jaguar cars and has contributed a small profit after only three months of start up
trading which is extremsly encouraging. Bauer Motors started to sell Aston Martin in January 2002 following the award of the franchise
for Orange County.

In April 2001 we acquired Hornburg, the Jaguar and Land Rover dealer in Hollywood and Santa Monica, approximately 40 miles north of
our Bauer business. Homburg has contributed £1.9 million t¢ operating profit in 2001 following a successiul integration into the group.
The gross margin at Homburg is higher than at Bauer due to the sales mix comprising a greater percentage of service and parts business.

We operate four sales points and two separate service centres representing six franchises - four Jaguar, one Land Rover and one Aston
Martin. We are actively seeking o expand our USA business and anticipate making further progress in 2002.
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Germany Our business in Germany has grown over the last 18 months. In September 2000 we purchased dealerships in Munich and
Anzing. This has been followed by the introduction of Land Rover to our Frankfurt Jaguar dealership. In March 2001, we acquired a new
Land Rover business in Darmstadt, a town south of Frankfurt, for £2.1 million to which we have subsequently added Jaguar. In total we
aperate six sites with twelve franchises - six Jaguar, four Land Rover and two Aston Martin. The resuits for our German business can be
surmmarised as follows:

£m Turnover Gross Profit Gross Margin Underlying Underlying
% Operating Qperating
Profit Margin %
Existing 32.1 47 147 (0.5} {1.5}
Acquired 1.8 0.2 10.0 (0.1} 16.7}
Jotal 2001 33.9 4.9 14.5 {0.6) {1.8)

Total 2000 213 3.6 16.9 1.3 5.8

The performance of the German business has been disappointing for a number of reasons. The Gefman aconomy has been depressed
throughout the year and although the launch of the Jaguar X-Type in the second haif of 2001 helped increase volumes it did not achieve
the resuits we had anticipated.

We believe that these businesses can trade profitably in 2002 with appropriate manufacturer action. However, until we can see a retum
to more normal trading conditions in Germany further acquisitions there are unlikaly.

Technology and support services This group of businesses provides a broad range of technulogy based services to both the Pendragon
group and {o outside customers. The services are provided by a number of specialist businesses which comprise:

*  Pinewood Computers (dealership management systems provider)
*  Pinewood Telecom (teiecom pravider)

*  Car Fleet Control (fleet management scitware)

+  Pinewood Security {remote security monitoring)

+  C2K.co.uk {onfine contract hire)

«  Pendragon i (contract hire}

s fins.co.uk {online car sales)

*  Loxley House {centralised customer service provider)
Collectively, these businesses contributed 6% of the total group gross profit and made an operating profit of £2.5 million (2000 break even).

Technology Pinewood spegialises in the provision of dealership management systems, telecommunications and remote security monitoring
systems for the retail motor industry. It provides services to third parties as well as to Pendragon’s operations. Subsequent to the dealer
management system, CARS, being granted approved status by Ford, a significant level of integration with Ford's internal systems has been
achieved. The Ford approval has enabled us to market the product more aggressively to Ford dealerships in the UK.

A new web basad version of the dealership management system has been developed aver the past two years. This product is due to be
released in 2002 and we see great opportunity in the UK and overseas markets.
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E commerce We operate two on line sales operations, C2K online and tins.co.uk, in addition to which we provide adrministration and back
office processes to the Microsoft Carview website. The sites continue to generate significant traffic altnough the conversion rate to actual
sales ramnains low, We believe this is generally the expenence across the sector. During the year we opened a number of used car sites,
branded as tins car supermarkets, to take advantage of the marke! exposure that the tins brand has had over the past two years and satisfy
the consumer requirernent for a physical presence. Although the venture is ir: its early stages the resuits are encouraging.

Contract hire The performance of the business improved during the year as the impact of the fall in used car residual values experienced
during 1999 and 2000 worked its way out of the system. The business made an operating profit of £0.5 million (2000: loss of £0.4 million
bafore repurchase commitment provision of £1.5 million). Predicting future used car residuals remains difficult especially with recant record
sales of new cars in the UK. Consequently, we have allowed the fleet size to reduce to 8,127 cars at the end of 2001 compared to 8,993

cars a year earlier by not aggressively marketing for new business.




Loxley House Customer Bervice uvenue 1ne Gustomer Serviee Centre provides a broad range of services o the group inchuding, call
centre, customer retention, video sales functions and accounting services. During the year we commenced the provision of services 1o qur
Land Rover, Jaguar and Volvo businesses. Qpportunities are being pursued to provide services to third party dealers and manufacturers.

Profits on saie of property and share buybacks During 2001 surplus property disposals generated £25.6 million proceeds and a net
profit before tax of £10.2 million. We are continuing to manage our property portfolio in order to release value from properties which become,
through the property management process, surplus to our business requirements. We cumently have under offer properties with a market
value of £3.2 miliion. In addition, we have two other significant properties being considered for alternative planning approval.

In last year's annual report we stated aur intention to realise shareholder vatue created as a result of holding freehold property by utilising
net profits from the disposal of surplus preperties to repurchase the company's ordinary shares. It is currently the board's intention to
continue with this policy. During 2001 we repurchased 1.7 million shares at a cost of £3.9 miilion.

Qutlook We will be monitoring closely progress of the European Commission draft proposals on block exernption this year. Qur initial
reaction is that the proposals are favourable to car dealers, especially our group which has a large national UK network. We are particulary
pleased that the Commission has introduced measures designed to improve dealers’ commercial independence from manutacturers.

We have built a strong business platformn over the past four years through the development and deployment of innovative technology
solutions allied to a franchise partfolio which we have positioned at the upper end of the market. Cur feadership team and business systems
are strong and flexible and can respond very quickly to opportunities which should arise from changes to the way motor cars are retailed
and serviced under new European Commission rules. Our acquisitions in the USA add a new dimension to the business and offer great
potential for the future.

Overall we made significant progress in all respects in 2001 and the improved trading conditions which we enjoyed last year have continued
into 2002. We lock forward to ancther successiul year.

Trevor Finn
Chief Executive
13 February 2002
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Turnaver Totat turnover of the group grew from £1,637.2 million for 2000 to £1,728.4 million for 2001, Total turnover includes our share
of the turnover of the Ford joint venture which was £209.0 million in 2000 and, for the ten months of the joint venture in 2001, was £179.2
million. Excluding the rasults of the joint venture, group tumover was up by £120.8 million to £1,549.2 million. An explanation of the increase
in group tumover is set out below:

£m
2000 Group umover 1,428.3
Increase in existing businesses 88.4
Impact of acquisitions 235.6
Impact of disposals (203.1)
2001 Group turnover 1,549.2

The increase in tumover of the existing businesses of £88.4 million reflects the improved trading conditions in 2001, The increase in activity
has mainly been in our specialist vehicle franchises with some of the increase coming through the introduction of new models such as the
Jaguar X-Type and the BMW Mini. Higher activity levels in our specialist franchises have been offset by a reduction in low margin fleet
sales in our volume dealerships during the year. Acquisitions increased turnover by £235.6 million year on year. This includes the tumover
from acquisitions in 2001, namely Hornburg, Darmstadt and Stripestar, plus the first full year centribution from the dealerships acquired
from Lex Service PLC in April 2000 and Bauer in July 2000. Disposals hava reduced turnover by £203.1 million, which is principally the
year on year impact of the 44 businesses that we disposed of in 2000.

Gross profit The group gross profit of £219.8 miliion in 2001 compares to £185.7 million in 2000. The margin has improved during the
year to 14,2% from 13.0% in 2000. The increase in margin is primarily due to the change in mix of the franchise portfolio towards specialist
brands. The split of gross profit by business activity is shown below;

2001 2000
New cars 32% 33%
Used cars 18% 14%
After sales 46% 48%
Technology and support services £% 5%
Total 100% 100%

Profit before tax The underlying operating profit of the business, amived at prior to accounting for goodwilt amortisation, exceptional items,
and profits and losses on business and property disposals, amounted to £42.6 million in 2001 against £27.6 million in 2000, Operating
margin on this basis was 2.5% compared to 1.7% for 2000. Three main factors contributed to the improvement in operating margin in the
year. Firstly, our decision to dispose of under performing assets, principally the Fiat franchise, in 2000. Secondly, our acquisition of luxury
franchises during 2000 and 2001, which typically have higher margins. Finally, there was an increase in the volume of units sold as private
buyer confidence returned to the UK market. Underlying operating profit after interest was £26.1 million in 2001 compared to £12.1 million
in 2000, an increase of £14.0 million. This is shown in the table below including a reconciliation 1o the profit before tax shown in the profit
and foss account.

2001 2000

£m Em

Underlying operating profit 4286 276
Interest (16.5) (15.5)
Underlying operating profit after interest 26.1 1241
Exceptional costs - (6-4)
Goodwill amortisation (3.4 2.6}
Losses on business disposals {2.3) (3.0}
Profits on property disposals 10.2 4.0
Profit betore tax 30.6 44

There are no operafing exceptional costs in 2001, Last year there was a charge of £6.4 million, which consisted of £4.0 million In respect
of vehicle repurchase commitments, £1.8 million costs in respect of the set up of our Customer Service Centre and £0.6 million of costs
in respect of integrating the Lex dealerships purchased in April 2000.

Qur repurchase commitments have fallen during the year as the motability scheme under which we underwrote residual values ends in
February 2002. Actual losses incutred during the year selling these retumed vehicles have been in line with the level of provisions established
in 2000. After February the remaining repurchase commitments are those in respect of our contract hire business. Repurchase commitments
at 31 December 2001 were £31.7 million (2000 : £51.8 million),
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Goodwill amortisation was £3.4 million in 2001 compared to £2.6 million in 2000. The increase in goodwill amortisation is a result of the
acquisitions over the last 24 months, primarily the dealerships acquired from Lex Service PLC, Bauer, Homburg and Stripestar. Goodwill
is amortised over & ten year period.

The losses on business disposals in 2001 of £2.3 million arose mairdy on the closure of seven Volvo dealerships at the year end. Profit
before tax of £10.2 million was realised in the year through the sale of property which was surplus to the reguirements of the business. In
2000 the profit on property disposals was £4.0 million before tax. We utifised £3.9 million to buy back 1.7 million of the
company's ordinary shares. The full year effect on earnings of the share buyback in 2001 is 0.5 pence per share,

The total interest charge for the year rose 10 £16.5 miliion from £15.5 million in the previous year. These figures include bank interest of
£11.3 million in 2001 and £10.8 million in 2000. The rise in bank interest in the year is due 1o increased average borrowings. Group interest
cover was 3.0 times compared 1o 1.4 times in 2000 with cover on bank interest at 4.4 times in 2001,

Tax The overall tax rate for the year was 23.9%. The rate is higher than the standard UK tax rate primarily due to the levels of depreciation
and goodwill charges incurred by the group for which ne tax relief is available.

The group has adopted Financial Reporting Standard 19 ‘Deferred Tax' in advance of the mandatory date. The adoption of the new policy
has been made by way of an adjustment 1o previously published results as though the revised policy had always been applied. The effect
is to increase shareholders' funds at 31 December 2000 by £3.2 million because deferred tax assets are now recognised on the balance
sheet whereas under our previous pelicy only deferred tax liabilities were recognised. In addition, the profil after tax for the year ended
31 December 2000 has been increased by £2.5 million.

Earnings per share Reported eamings increased by 24.7 pence from 9.0 pence in 2000 to 33,7 pence in 2001. The prior year eamings
per share has been restated from 4.2 pence to 8.0 pence due to the adoption of Financial Reporting Standard 19 as noted earier. Eamings
per share excluding goodwill amortisation and non frading items were 30.1 pence compared to 19.5 pence for 2000 (14.7 pence before
restatemnent).

Financing Borrowings at 31 December 2001 reduced to £127.5 million from £137.6 million at the end of 2000. Gearing at the year end
was 88.7%, down from 98.3% at the end of 2000. The reduction in borrowings is after bringing £21.3 million on balance sheet in respect
of the borrowings acguired with the purchase of Ford's share of the joim venture.

Cash flow generated from operations was £62.4 miflion, which is an increase of £20.1 million from the £42.3 millicn generated in 2000,
During the year we continued to tocus on working capital management. A retuction of £8.0 million was achieved in 2001 compared to £7.1
million reduction last year. Net capital expenditure excluding the proceeds from the sale of properties was £9.3 million compared to £19.5
million in 2000. The proceeds from property disposals amounted to £25.6 million in the year.

During the year we made further investments in new businesses. Acquisitions in the year amounted to £18.6 million.

Dividends The proposed final dividend of 10.6 pence per share will bring the total dividend for the year to 15.9 pence, an increase of 8.2%.
Dividend cover is 2.3 times {2000 : 0.6 times).

Treasury policy and procedures Group treasury matters are managed within policy guidelines set by the Board with prime areas of focus
being liguidity, interest rate and foreign exchange exposure. Management of these areas is the responsibility of our central treasury function.
Derivative financial instruments are utilised to reduce expaosure to movements in foreign exchange rates and interest rates. The Board
does not permit the speculative use of derivatives.

Liquldity management The group is financed by bank loans, manufaciurer loans and operating cash fiow. Committed facilities are
maintained at levels in excess of planned requirements and are in addition to short term uncommitted facilities that are also available to
the group. Whilst each business within the group is responsible for its own day to day cash management, the cash position is monitored
daily by the group freasury department. We refinanced commitied facifities expiring during the year with a new medium term committed
facility of £80 million, expiring in July 2004. Further short term committed facilities of £10 million were also put in place.

interest rate risk management The group'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 movermnents.
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Foreign exchange risk management The group's policy is to match, where possible, investments in overseas subsidiaries which are
denominated in a toreign currency with borowings in the same currency. Similarly, where the group borrows in a foreign currency to finance
assels denominated in sterling the borrowings are swapped into sterling. In line with these policies the group has swapped USD 55 million
6.93% Ioan notes into floating rate sterling and has borrowed Euro 8 million and USD 24 million against its investments in overseas
subsidiaries.

Future obligations resulting from orders placed fo be salisfied in foreign curencies are hedged by acquiring these currencies under forward
contracts. Forward contracts outstanding at 31 December 2001 amounted to Eure 1.9 million.

Joint venture accounting treatment On 2 November 2001 we acquired the shares owned by Ford Motor Company Limited in the joint
venure company Stripestar. On completion, Pentiragon cwnet 100% of Stripestar and assumed its borrowings. For the first 10 months
of the year the joint venture was accounted for under the gross equity method in accordance with Financial Reporiing Standard 9. For
this period of time Pendragon's share of the tumaover of Stripestar Limited is presented separately on the face of the profit and loss account
and is excluded from group tumover. Pendragon's share of the operating profits, interest and tax of Stripestar Limited is included within
the consolidated results and separately disclosed on either the face of the profit and loss account r within the accompanying notes,

Since 2 November 2001, the results of Stripestar Limited have been fulty consolidated within the profit and loss account and the balance
sheet. This change in accounting treatment is the primary factor for the increase in working capital items (stock, debtors and creditors)
when comparing the 2001 and 2000 group balance sheets.

Summary Operating cash fiow and property disposals in the year enabled bomowings to be reduced whilst further investmenis have been
made in new businesses. Both interest and dividend cover were at acceptable levels in the year and eamings grew strongly. The business
continues 10 be well financed with strong asset backing.

David Forsyth
Finance Director
13 February 2002




15

Directors and Advisors l

Sir Nigel Rudd (55} Non-executive Chairman

Appointed non-executive chairman of Pendragon in October 1989
prior to the demerger from Williams PLC. He is non-executive
chairman of Kidde plc, which demerged from Wiliams PLC during
2000. He is non-executive chairman of Pilkington plc, non-
executive deputy chairman of The Boots Company PLC and a
non-executive director of Barclays PLC.

Nell Hannah (64) Non-executive Director

Joined Pendragon in August 1993. He is executive chairman of
Innes England Limited, commercial property surveyors, and is
non-executive chairman of the Derbyshire Building Society.

Witliam Rhodes (63} Non-executive Director

Joined Pendragon in October 1989 prior o the demerger from
Williams PLC. He is a director of a number of private companies.
Mr Rhodes is the senior independent non-executive director of
the company.

John Holt (62) Non-executive Director
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company secretary and became a director in Aprif 1899.

Bankers
Barclays Bank PLC

Uoyds TSB Bank pic

Roval Bank of Scotland

Stockbrokers
Old Mutual Securities Limited

Auditors
KPMG Audit Ple

Solicitors
Edwards Geldard




16

Report of the Directors

The directors present their annual report and the audited financial statements for the year ended 31 December 2001.

Results and dividends The results of the group for the year are set out in the financial statements on pages 27 to §1. The directors
recommend a final dividend for the year ended 31 December 2001 of 10.6 pence per ordinary share which, together with the interim dividend
of 5.3 pence per share paid to shareholders on 26 October 2001, will make a total for the year of 15.9 pence per share. Subject to approval
at the Annual General Meeting, the final dividend will be paid on 16 April 2002 to shareholders appearing on the register at the close of
business on 15 March 2002. Total dividends amount to £8,940,000 leaving retained profit for the year of £11,287,000. Movements in
reserves are set out in note 23 to the financial statements.

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

Review of operations A review of the group's activities and future developments is presented by the chief executive on pages 4 to
11. The dealership network has been extended by the businesses acquired during the year ended 31 December 2001 set out below:

Company / Businass Location Activity / Franchise Date of Acquisition
SGZ Darmstadt Darmstadt, Germany Land Rover March 2001
Homburg Jaguar Califomia, USA Jaguar April 2001
Land Rover Beverley Hilis Califomnia, USA Land Rover Aptil 2001
Douglas Graham Windsor BMW / Mini November 2001
Stripestar Limited Various Ford November 2001

Directors The directors of the company are listed on page 15. Mr S N Hopewell resigned as a director on 26 Novernber 2001. In
accordance with the Articles of Association of the company, Mr W W Rhodes, Mr D R Forsyth and Miss H C Sykes retire by rotation and,
being eligible, offer themselves for re-election. Mr Rhodes has terms of appointment as a non-executive which contain no notice period.
Each of Mr D R Forsyth and Miss H C Sykes has a service cantract with the company with an unexpired period of twelve months. Details
of directors’ service contracts and directors’ interests in shares are included in the Report on Remuneration on pages 21 1o 24.

Substantial shareholdings At 13 February 2002 the directors had been advised of the following interests in the shares of the company.

Sharehoider Shares %
Fidality International Limited 6,002,100 10.13
Jupiter Asset Management Limited 5,607,776 9.47
Standard Life Nominees Limited 3,824,316 6.46
Schroder Unit Trust Funds 2,628,214 4.44
Eaglet Investment plc 1,840,101 3N

Employee involvement The group recognises the importance of good communications and relations with empioyees, 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. In many areas ongoing programmes, focused
on quality and custorner service, provide an opportunity for everyone to be involved in making improvements. The company was awarded
Investors in People accreditation in March 1999. Financial participation is further encouraged through the company's Sharesave Scheme
and a variety of bonus schemes, which provide employees with rewards linked to the growth and prosperity of the business. In addition,
the company communicates with its employees about its activities through a variety of channels, including regular video briefings.

Involvernent also extends to the Board of directors of Pendragon Pension Trustees Limited, the corporate trustee of the company’s retirement
and death benefits scheme. Four employee representatives, who broadiy reflect the businesses within the group from which scheme
beneficiaries originate, serve as directors of the corporate trustee.

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

The group makes every effort 10 ensure that disabled persons receive equal opportunities and are not discriminated against on the grounds
of their disability.
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Donations Charitable donations amounted o £11,517. No political donations were made.

Payments to suppliers The group's policy in relation to all of its suppliers is to seitle the terms of payment when agreeing the terms of
the transaction and to abide by those terms {provided that it is satisfied that the supplier has provided the goods or semvices 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 2001 was 32 days (2000 : 22 days}. The company
had no trade creditors.

Repurchase of Shares Details of movements in the company's share capital are given in note 22 to the financial statements. At the
Annual General Meeting on 23 April 2001, shareholders authorised the company to repurchase its own 25p ordinary shares in the market.

Details of share repurchases made during the year aré given in note 22 to the financial staternents,

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

By order of the Board
H C Sykes

Secretary

13 February 2002




Corporate Governance

Compliance Pendragon PLC is committed to maintaining high standards of corporate governance in ling with the Financial Services
Authority {FSA") Listing Rules together with the related Principles of Good Governance and Code of Best Practice (the 'Cornbined Code')
now adopted by the FSA. The company has complied with the Combined Code throughout the year. A summary of the Company's
pracedures for applying the principles of the Combined Code appears below.

Board of Directors The Board of Directors, comprising four executive and four non-executive directors, meets regularly throughout the
year. Brief biographical details of 2ach of the direciors appear on page 15. Each of Sir Nigs! Rudd, Nsil Hannah, John Holt and William
Rhodes is considered by the Board to be independent of the company. Mr William Rhodes is recognised as the senior independent director.
There is a clear separation of the functions of chairman and chief executive. The Board is responsible for overall group strateqy, acquisition
ahd divestiment poiicy, approval of major capital expenditure projects and consideratfion of significant financing matters, it reviews the
strategic direction of individual trading businesses, their annual budgets and their progress towards achievement of those budgets. The
Board meets at least nine times during the year and has adopted a struciure for its meetings which is reflected in the standing agenda.
Between meetings monthly information packs are circutated to directors, with similar contents. At least one third of the Board is required
to retire from office by rotation at the Annual General Meeting and all directors will have submitted themselves for re-election every three
years. Certain of the Board's duties are delegated to committees of the Board, whose respensibilities and composition are set out below.

Remuneration and Nominations Committee The chairman of the commitiee is Sir Nigel Rudd, The committee is composed of the non-
executive directors of Pendragon and meets at least once a year. It has written terms of reference which include making recommendations
to the Board concerning the appointment of directors. The commitiee has respaonsibility for determining the remuneration packages of the
executive directors in the context of the policy adopted by the Board and approving the report of the directors on remuneration. The Report
on Remuneration is set out on pages 21 io 24 below.

Audit Committee The chairman of the committee is Mr John Holt. The committee is composed of the non-executive directors of the
company as shown on page 15 above and is attended, by invitation, by the finance director and representatives of the company's intemal
and external auditors. it meets at least three times each year. The commitiee's terms of reference include the following:

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

= To review the activities of the auditors and to make recommendations to the Board concerning the appointment, resignation, removal
of re-appointment of auditors

*  Toreview the indepandence and objeciivity of the auditors and matters relating to the provision of non-audh senvices

= To monitor and review the activities of the internal audit department, including receiving reports thereon, and to ensure adequate levels
of staffing

*  To review and consider the cost effectiveness of the external audit and the auditors fee and make recommendations to the Board
conceming the auditors fees

+ Toensure the company's systems of financial and operational controls are adequate and functioning properly; to commission investigations
into any control weaknesses; to consider the results of any such investigations and to make recommendations to the Board to act upon
identified weaknesses

*  To ensure that the company has adeduate systemns lo ensure comprehensive legislative compliance

* To ensure that the company's approach to risk management and control is systematic and structured, ensure that its systems are

- appropriate to the levels of risk to which the company is exposed, and to carry cut monitoring of contrals and systems sufficient to

salisfy itself that their implementation is effective.

Information and advice The directors regularly receive financial and other information conceming the group's activities and performance.
Each director Is entitied to receive information to enable him to make infermed judgments and adequately discharge his duties and has
access to the advice and services of the company secretary on all matters of Board procedure. The directors' terms of appointment also
permit them, at the company's &xpense, to take independent professional advice in connection with their duties. Although no formal training
programme exists, all divectors are encouraged 1o 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 professional training on matters relating
to their Board or committee functions, The directors are expected to bring to bear an independent judgement on issues of strategy,
performance, resouwce and standards of conduct. The Board includes individuals from various backgrounds with many years' expesience
of senior positions in listed companies and professional life.

Shareholder relations During 2001, both private and institntional shareholders have been invited to tour the company's Loxley House
facility and view the technalogical advances now incorporated into the company’s business model for its car retail operations. The Board
is always prepared, where practicable, to enter into dialogue with sharehclders based on mutual understandings of their respective objectives
and being mindiul of the company's obligations under the Listing Rules. The respective chairmen of the Audit Committee and the
Remuneration and Nominations Committee are available to answer sharehelders’ questions at the Annual General Meeting.
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Business at the Annual General Meeting The apnual repart and the financial statements of the company are despatched to sharehalders,
together with a letter from the chairman and Notice of the Annual General Meeting, giving the requisite period of notige, being not fewer
than 20 working days before the date of the Ahnual General Meeting. The chairman's letter contains a summary of the business at the
Annual General Meeting, at which a2 separate resclution is being proposed for each substantive matter, The resuits of voles takenon a
poll will be declared at the Annual General Meeting (or any adjournment thereof). Where & vote is taken on a show of hands, the level of
proxies received for and against the resolution and any abstentions will be disclosed at the meeting.

Internal control The Board is ulfimately responsible for the grotp's system of intemal control and for reviewing its effectiveness. However,
such a system is designed to manage, rather than eliminate, the risk of failure to achieve business objectives, and can provide onty
reasonable and not absolute assurance against material misstatement or loss. The Combined Code introduced a requirement that the
directors review the effectiveness of all internal controls.

In discharging this function, the Board has investigated and completed a thorough review during the year of all relevant risk areas and
controls under the following headings:-

+ financial

« physical

+ transactional

* technological

*  socio-economic

*  political / regulatory

The Board has adopted a risk-based approach 1o establishing the system of intemal control, QOperational management is charged with
the ongolng responsibility for identifying and evaluating fisks facing the group's businesses and for putting in place procedures and praclices
to mitigate and monitor risks. The internal control systems are designad 1o meet the group’s particular needs and the risks to which it is
exposed. Operational management is supported by a multi-disciplinary team from tha central finance, internal audit, information technology,
tegal and human resources funttions in the development and communication of policies and procedures for risk conirol,

Internal audit reports its findings on a regular basis to the Board of Directors and to the Audit Committee up to three times a year. There
is a direct line of communication between the head of intemal audit and the Audit Committee.

Major commercial, technological and financial risks are assessed at the Board's annual strategic planning meeting, which reviews the
company's principal areas of business and considers any adaptations to the company's business strategy required to meet specific
commercial and other risks or threats. The conelusions are incorporated in the company's business strategy and formally adopted by the
Board.

The Board has established a strong control framework within which the group operates. This contains the following elements:-

Management structure Pendragon is a large multi-franchise retailer of motor vehicles and ancillaty services operating through a franchise
grouping structure. Each franchise or business head participates in a monthly operational meeting attended by the chief operating officer.
Best practice meetings chaired by the chief operating officer are held monthly, at which key operating controls or improvements to their
imptementation are discussed.

Communication There is an embedded culture of openness of communication between management and the Board on matters relating
to risk and control. Face-to-face and video-conference meetings of all operational teams occur reguiarly. Processes and controls devised
centrally are communicated across the group by means of contrel manuals and procedural checklists and are reinforced at operational
meetings and via video communications.

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 management and are subsequently passed to the Board for approval. Monthiy actuat
results are reported against the approved plans.

Investment appraisal The group has a clearly definad framework for capital expenditure including appropriate autherisation levels beyond
which such expenditure requires the 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 detalled financial presentation of the business case.
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Functional reperting The group has identified a number of key areas which are subject to periodic reporting to the Board. These include
reasury, corporale 1axation matiers and vaiue added lax. Other areas are given paricular emphasis through the operation of appropriately
constituted tearns which meet regularly, and report to the Board via a designated executive director. These include the following central
functions: group finance, health and safety, human resources, internal audit, insurance, legal, payroll and property.

Risk control A risk control group, consisiing of representatives from the finance, internal audit, information technelogy and legal teams,
with responsibility for the development and monitoring of the group's systermns of internal control, meets monthly and reports regularly to
the directors via the Audit Committee. Its remit includes the identification and assessment of new risks facing the group's businesses,
business continuity planning and the estabfishment of policies and procedures for risk control for implementation in the group's businesses.
It has the power to co-opt representatives from the group's operating businesses to assist in the design of new systems of control and the
improvement of existing ones. A twice-yearly review of the risk control group's work is included in the Board's agenda.

Since 1 October 2000, processes, responsibilities and monitoring mechanisms and frequencies have been defined and communicated to
the directors and executives concerned and a regular pattem of meetings and repotting requirements established to ensure that the Board
is sufficiently informed of risk management meastres to enable them to review the effectiveness of the group's systems of internal control.

Going concern The directors are satisfied that the group is in 2 sound financial position with adequate resources to continue in operation
for the foreseeable future. In forming this view, the directors have reviewed budgets and other financial information. The financial statements
of the group have therefore been prepared on the basis that the group is a going concem.
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Report on Remuneration

Compliance In the view of the Board, the company has throughout the year complied with the relevant provisions of the Cormbined Code,
except where described betow. 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 as shown on page 15 above and operates in accordance with the Code,

Remuneration policy The remuneration policy recogrises 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. Remuneralion packages for executive
directors are structured to include a performance related element, finked to corporate and individual objectives.

Itis the policy of the company to align 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 1,782,397 shares under the Pendragon PLC
Sharesave Schemes as at 31 December 2001.

Service contracts Each executive director has a service contract with the company. The executive directors' service agreements contain
provisions regarding remuneration, holiday and sick pay entitlements, restrictions and disciplinary matters. Executive directors other than
the chief executive have twelve month rolling notice petiods. The notice period for the termination of the chief executive's setvice agreement
is two years. The availability of service contracts on two year rolling terms for directors in similar positions to Mr Finn in comparator
organisaticons is widespread. Having regard 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 § is neither in the company's nor sharehoiders' imerests 1o reduce this, In certain limited
circumstances, the executive directors' service agreements provide for a compensation payment equal to the emoluments for the unexpired
pericd of notice, including the equivalent of up to one annual bonus payment. Where applicable, this would be in full and final settlement
of all claims other than in respect of share options and pension arangemeants. The company reserves the right to make payment in lieu
of notice but is hot cbliged to do so. Each non-executive direcior has a service contract with the company providing for appointment for a
one or two year petiod with no notice periods required by either party. The appropriateness of reappointments of non-executive directors
is reviewed by the Board.

Salaries Salaries are reviewed annually by the Remunearation Committee as from 1 January. Executive directors also receive further
benefits which include two cars, one of which is fully expensed, and private health care, The Remuneration Committee may recommend
that the company makes additicnal payments to execulive directors each year in the form of a discretionary bonus. When considering
whether or not to recommend any such payment, the Committee takes into account the performance of the company against its principal
objectives and the individual performance of the director over the immediately preceding financial year. Awards of bonus are limited to
70% of the director's salary for cutstanding performance. The bonus criteria for 2001 were set by the Remuneration Committee early in
the year: up to 42% of honus was payable based on achievement of financial targets and, up to 28% based on individual performance.
These levels are not such as to render the total remuneration unreasonable or excessive in the context of the company’s sector. The salary,
together with any bonus, is the enly pensionable element of the executive directors' remuneration packages. The Combined Code Schedule
A reguires that in general, annual bonuses should not be pensionable, However, the 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 directors
as part of their on target eamings and for this reason are treated as pensionable. Fees for hon-executive directors are agreed by the Board.

Share option scheme The Pendragon Exacutive Share Option Scheme, an Inland Revenue approved scheme adopted by the company
in 1989, expired in November 1999 and was replaced by two new schemes, the Pendragon 1999 Approved Executive Share Option Scheme
and the Pendragon 1999 Unapproved Executive Share Option Scheme (the *1989 Schemes”), each of which was approved at the company's
1889 Annual General Meeting. In accordance with the terms of the 1999 Schemes, employess (including executive directors) may receive
options at current market value. Options are exercised, subject to the achievernent of certain criteria relating to the performance of eamings
per share, between three and ten years after grant.




22

Report on Remuneration

Details of options held by directors are shown below.

Continued

At 31.12.00 Exercise price Exercise
and at {pence) period
31.12.01
Sir Nigel Rudd - - -
TG Finn 220,000 194.00 03.03.02 to 02.03.08
800,000 98.50 08.03.03 to 07.03.10
*16,189 113.50 01.07.07 10 31.12.07
M § Casha 35,492 295.84 29.04.97 to 28,04.04
80,000 194.00 03.03.02 to 02.03.09
250,000 98.50 08.03.03 to 07.03.10
8,535 113.50 01.07.05t0 31.12.05
D R Forsyth 80,000 194.00 03.03.02 to 02.03.09
*9,926 170.00 01.07.04 to 31.12.04
H C Sykes 10,000 308.00 17.03.01 10 16.03.08
**10,000 127.00 09.10.01 to 08.1(.08
10,000 127.00 09.19,01 to 08.10.08
20,000 194.00 03.03.02 to 02.03.09
*1,331 293.00 01.07.03 to 31.12.03
75,000 98.50 08.03.03 10 09.03.10
*12,949 113.50 01.07.07 to 31.12.07
N &G Hannah - - -
W W Rhodes - - -
J H Hott - - -
Total 1,630,422

*  Options granted under the Pendragon 1998 Shargsave Scheme.

**  Paralle| grant.

The middle market price of Pendragon PLC ordinary shares at 31 December 2001 was 223.5 pence, and the range during the year was

169.5 pence to 267.0 pence.

During the year, 13,000 oplions were exercised by 5 N Hopewell {(who resigned as a director on 26 November 2001), for a consideration

of £22,224. At the date of exercise, the company’s share price was 222.0 pence. Accordingly, Mr Hopewell was able to realise a gain of
£6,637. All other share options held by Mr Hopewell lapsed on his resignation.

Details of all share options granted during the year are set out in note 22 to the financial statements on page 46 below.
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Directors' remuneration

Salary / Fees Bonus Benefits Total Total Pension Pensian
emoluments emoluments  contributions contributions
exc. pensions  exc. pensions

2001 2000 2001 2000
£000 £000 £000 £000 £000 £000 £000
Executive directors
T G Finn 338 162 29 528 367 - 43
M S Casha 150 72 16 238 167 - 18
D R Forsyth 125 23 23 171 148 - 16
S N Hopewell 205 - 15 220 155 - 16
H C Sykes 28 28 18 145 101 - 9
Non-executive directors
Sir Nigel Rudd 70 - 14 B4 87 - -
N G Hannah 28 - - 28 28 - -
W W Rhodes 15 - 13 28 28 - -
J H Holt 28 - - 28 28 - -
Total 2001 1,057 285 129 1,41 - - -
Total 2000 g72 - 137 - 1,109 - 102

" Mr Hopewsll resigned on 26 November 2001. Included within his satary for the year is £78,000 paid as compensation for loss of office.

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

In addition to services as a non-executive director, Mr Hannah provides commerclal property advice to group companies under a retainer
arrangement. In 2001 he eamed benefits to the value of £20,000 (2000 : £20,000) in the form of fees. As chairman of commercial property
sutveyors Innes England Limited, Mr Hannah is interested in contracts for the provision of their services to the company, which during the
year had an aggregate value of £38,000 (2000 : £60,000).

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 operates through a trustee company of which Mr W W Rhodes is the chairman. The
management of the Plan's assets is delegated to specialist independent investment managers and there is no direct investment in Pendragon
PLC. The executive directors participate on 2 non-contributory basis in the Pendragon Pension Plan.

Pension benefits earned by the directors:

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

during the year entitiement at entitiement at

31 December 2001 31 December 2000

£000 £000 £000 £000

TG Finn 5 66 125 116
M S Casha 2 16 41 38
D R Forsyth 2 10 7 5
S N Hopewell 2 24 32 28
H C Sykes 1 7 9 8

The pension benefits shown are those which would be paid annually on retirament, based on service to 31 December 2001. The benelfits

do net allow for any retained benefits which the directors may have relating to previous employment. The increase in the accrued pension

for the year ended 31 December 2001 excludes the statutory revaiuation on the accrued pension at 31 December 2000.
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The transfer values have been calculated on the basis of actuarial advice in aceprdance with Actuarial Guidance Note GN'11 and exciude

directors' contributions.

Where applicable, the pension benefits are based on the direclors’ pensiohable salaries limited to the inland Revenue earnings cap imposed

by the Finance Act 1989 {currently £95,400 per annum).

The pension benefits exclude any additional pension purchased by additional voluntary contributions.

Directors’ interests The interesis of the directors and those of their families in the shares of the company (all of which were beneficial)

at 31 December 2001 were as set out below:

31 December 31 December

2001 2000

Shares Shares

Sir Niget Rudd 848,610 848610
T G Finn 926,251 926,251
M S Casha 81,000 81,000
N G Hannah 72,000 72,000
W W Rhodes 262,669 252,669
D R Forsyth 87,595 87,595
H C Sykes 10,000 10,000
J H Holt 10,000 10,000

There were no changes to the directors' interests shown above between 31 December 2001 and the date of this report.

Sir Nigel Rudd

Chairman

Remuneratioh and Nominations Committee
13 February 2002




Director’s Responsibilities Statement

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

= select suitable accounting poiicies and then apply them consistently;

= make judgements and estimates that are reasonable and prudent;

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company and the group
will continue in business; and

* state whether applicable accounting standards have been followed, subject to any matesial departures disclosed and explained in the
financial statements.

The directors are respensible for keeping proper accounting records which disclose with reasonable accuracy al 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 to them to safeguard the assets of the group and to prevent and detect
fraud and other iregularities.




Independent Auditors' Report to the l
' Members of Pendragon PLC

We have audited the financial statements on pages 27 to 51

Respective responsibilities of directors and auditers The directors are responsible for preparing the Annual Report.  As describad
on page 25, this includas respongibility for preparing the financial statements in accerdance with appficable United Kingdom law and o

accounting standards. Our responsibilities, as independent auditors, are established in the United Kingdom by statute, the Auditing Practices

Board, the Listing Rules of the Financial Services Authority, and by our profession's ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in accordance with
the Companies Act 1985. We also report to you if, in our opinion, the directors’ report is not consistent with the financiai statements, if the
company has not kept proper accounting records, i we have not received all the information and exptanations we require for our audit, or

if information specified by law or the Listing Rules regarding directors' remuneration and fransactions with the group is not disclosed.

We review whether the statement on page 18 reflects the company's compiiance with the seven provisions of the Combined Code specified ’
for aur review by the Listing Rules, and we report if it does not. We are not required te consider whether the board's statements on internal
controt cover all risks and controls, or form an opinion on the effectiveness of the group’s corporate governance procedures or its risk and
control procedures.

: N
We read the other infarmation contained in the Annuat 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 become aware of any apparent misstatemants
ar material inconsistencies with the financial statements.

Basis of audit opinion We condugted our audit in accordance with Auditing Standards tssued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant 1o the amounis and disclosures in the financial statements. it alsc 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 adegualely disclosed.

We planned and performed our audit $o as to obtain af! the information and explanations which we considered necessary in order to provide
us with sufficient evidence 1o give reasonable assurance that the financial statements are free from material misstatement, whether caused
by fraud of other irregularity o error. In forming our opinion we also evaiuated ihe overall adequacy of the presentation of information in
the financial statements.

Opinion In our opinion the financial statements give a true and fair view of the state of affairs of the company and the group as at
31 December 2001 and of the profit of the group for the year then ended and have been propetly prepared in accordance with the Companies
Act 1985,

AT L

KPMG Audit Ple
Birmingham

Chartered Accountants
Registered Auditor

13 February 2002
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Consolidated Profit and Loss Account | e ended 31 December 2001

restated {note 1)

2001 2001 2001 2000
Exisiting Acquisitions Total
operations
Notes £000 £000 £000 £000
Total turnover - group and share of joint venture 2,3 1,620,047 108,316 1,728,363 1,637,248
Less: share of joint venture tumover {(179,188) - (179,188) (208,993)
Group turnover 1,440,859 108,316 1,549,175 1,428,255
Cost of sales 3 (1,237,951} {91,449) (1,329,400) (1,242,550)
Gross profit 202,908 16,867 219,775 185,705
Net operating expenses 3 (163,255) (16,637} {179,892) {164,087)
Group operating profit 39,653 230 39,883 21,618
Operating profit before goodwill amortisation 42,702 555 43,257 24,210
Goodwill amartisation {3,049) (325} (3,374) (2,592)
Group operating profit 39,653 230 39,883 21,618
Share of operating 1oss in joint veniure {654) - (654) {3,072)
Total operating profit 38,989 230 39,259 18,546
Loss on disposal of businesses 3 (2,302) {3,023}
Profit on disposal of fixed assets 3 10,201 4,036
Profit on ordinary activities before interest 47,128 19,558
Net interest payable
Group 7 {15,617) {14,483)
Joint venture (909} (939)
(16,526) (15,422)
Profit on ordinary activities before taxation 30,602 4,137
Taxation 8 {10,375) 1,354
Profit for the financial year 20,227 5,491
Dividends 9 {8,940) (8,553)
Retained profit / {loss) for the financial year 23 1,287 (3,062)
Earnings per ordinary share 10 337 p 90 p
Dituted earnings per ordinary share 10 328 p 89 p

All amounts relate to continuing operations,
Movernents in reserves are shown in rote 23.

The notes on pages 32 to 51 form part of these financial statements.




Consolidated Balance Sheet ! At 31 December 2001

restated {note 1)
2001 2000
Notes £000 £000 £000 £000
Fixed assets
Goodwill 12 27,500 23,684
Tangible assets 13 173,773 183,046
Investments 14
investments in joint venture:
Share of gross assets and preference shares - 71,597
Share of gross liabilities - {62,537)
- 9,060
Other investments 5,091 3,613
5,091 12,673
206,364 219,403
Current assets
Stocks 15 267,160 160,594
Repurchase commitments. 16 31,675 51,808
Debtors 17 95,166 80,799
Cash at bank and in hand 14,707 -
408,708 293,201
Creditors: amounts falling due within cne year 18 {327,516) (279,482)
Net current assets 81,192 13,719
Total assets less current liabilities 287,556 233,122
Creditors: amounts falling due
after more than one year 19 (142,996) (91,881)
Provisions for liabilities and charges 21 (911} (1,371)
Net assets 143,649 139,870
Capital and reserves
Called up share capttal 22 14,812 15,242
Share premium account 23 74,716 74,697
Other reserves 23 10,769 14,798
Profit and loss account 23 43,352 35,133
Equity shareholders’ funds 143,649 139,870

Approved by the Board of directors on 13 February 2002 and signed on its behalf by:

TG Finn \ %

Chief Executive

D R Forsyth
Finance Director

The notes on pages 32 1o 54 form pan ¢f these financial staternents.




Consolidated Cash Flow Statement l Year ended 31 December 2001

2001 2000
Notes £000 £000
Cash flow from operating activities 25 62,420 42,318
29 Interest received 391 324
Interest paid (14,711) (15,238)
Returns on investments and servicing of finance {14,320) (14,914}
Taxation paid {1,746) 4,515)
Payments to acquire tangible fixed assets (40,307) {35,833)
Paymenis 1o acquire investments {1,490) {2,113}
Receipts from sales of tangible fixed assets 58,042 44,294
Recsipts from sales of investments 12 -
Capital expenditure and financial investment 16,257 6,348
Business acquisitions 24 (18,580) (91,343}
(Borrowings) / cash of acquired businesses - 24 (21,303) 974
Business disposals - 35,241
Acquisitions and disposals (39,883) (55,128)
Equity dividends paid (8,727) (8,118)
Net cash flow before financing 14,001 (34,009)
Financing
Issue of ordinary share capital 22 22 -
Redemption of issued ordinary share capital 22 (3,930) -
Repayment of unsecured bank loans (73,294) (6,000)
Repayment of loan notes {203) (655)
Unsecured bank loans 90,000 25,211
Net cash inflow from financing 12,595 18,556
Movement in cash and overdrafts 26 26,596 {15,453)
Reconciliation of net cash flow to movement in net debt
Movement in cash and overdrafts 26,596 {15,453}
Exchange differences (18) .
Cash inflow from increase in dabt financing (16,503) (18,556)
Movement in net debt in the year 10,075 (34,009
Net debi at 31 December 2000 (137,557} (103,548)
Net debt at 31 December 2001 {127,482) (137,557)

The notes on pages 32 to 51 form part of these financial statements.




Group Statement of Total Recognised | Yoarontes 1 Dacamber 2001
' *  Gains and Losses

restated
2001 2000
£000 £000
30 Profit tor the financial year ' 20,227 5,491
Currency translation adjustments relating to net investments in foreign enterprises 438 (379)
Total recognised gains and losses relating to the year 20,665 5112
Prior year adjustment {see note 1{}) 3,234
Total gains and losses since last annual report 23,899
The reported profit for the year is not materiatly different from the profit on an unmodified historical cost basis.
Group Reconciliation of Movements | vea ended 31 December 2001
= r
in Shareholders’ Funds
restated
2001 2000
£000 £000
Profit for the financial year 20,227 5,491
Dividends (8,940) (8,553)
11,287 {3,0682)
Exchange adjustment 438 {379)
Goodwill written back - 505
Issue of ordinary shares 22 -
Repurchase of ordinary shares {3,930) -
Unrealised profit eliminated on acquisition of Siripestar Limited {4,038) -
Net addition / {reduction) to shareholders’ funds 3,779 (2,936)
Opening shareholders’ funds 139,870 142,806
Closing shareholders’ funds 143,649 139,870

The notes on pages 32 to 51 form part of these financial statements.




Company Balance Sheet | At 31 December 2001

2001 2000
Notes £000 £000

Fixed assets
Investments 14 254,656 254,656
Current assels
Debtors 17 2,306 2,737
Cash at bank and in hand 291 -

2,597 2,737
Creditors: amounts falling due within one year 18 (55,805) (46,708)
Net current liabllities (53,208) (43,971)
Total assels iess current liabilities 201,348 210,685
Creditors: amounts falling due after more than one year 18 (37,006) (37,208)
Net assets 164,442 173,476
Capital and reserves
Calted up share capital 22 14,812 15,242
Share premium account 23 74,716 74,697
Other reserves 23 14,297 13,863
Profit and loss account 23 60,617 69,674
Equity shareholders’ funds 164,942 173,476

Approved by the Board of directors on 13 February 2002 and signed on its behalf by:
T G Finn < :g
Chief Executive \ <

D R Forsyth
Finance Director

The notes on pages 32 to 51 form part of these financial statements.




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) Basls of consolidation The consolidated financial statements include the financial statements of Pendragon PLC, all its subsidiary
undertakings and the group's share of its joint venture under the gross equity accounting method.
{c) 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 acquisition or up to the effective date of disposal using the acquisition method of accounting. The purchase
consideration is allocated to assets and liabilities on the basis of fair value at the date of acquisition.
{d) Turnover Turnover represents sales invoiced to 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 residual value of other tangible fixed assets by equal instalments over their estimated useful aconomic lives as follows:
Freehoid buildings - 2% per annum {except in the case of assets under construction)
Leasshold 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
Mator vehicles - 20-25% per anhum
{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 Reponting Standard 5, are inciuded 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} Motor 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, certain 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 liability is included as repurchase commitments within creditors.
{f} Deferred taxation The group has adopted Financial Reporting Standard 19 {FRS 19) during the year, in advance of the mandatory
effective date, Prior to the adoption of FRS 19, the group provided for deferred taxation under the liability mathod, only to the extent that it
was probable that 2 liability or asset would crystallise in the foreseeable future. As a result of FRS 19, the new policy requires that full
provision is made for deferred taxation on all timing differences which have arisen but have not reversed at the balance sheet date, except
as follows:
(i) tax payable on the future remittanice of the past eamings of subsidiaries, associates and joint ventures is provided only to the extent
that dividends have been accrued as receivable or a binding agreement to distribute all past eamings exists;
{ii deferred tax is not reoognised on the difference between book values and fair values of non-monetary assets arising on acquisitions
uniess thare is a binding agreement to sell such an asset and the gain or loss expected to arise has been recognised; and
(iii) deferred tax assets are recognised only to the extent that it is more likely than not that they will be recovered.
The adoption of the new policy has been made by way of an adjustment to previously published results as though the revised policy had
always been applied by the group. 4
The pl;eviously published figures at 31 December 1999 and 31 December 2000 have been restated as follows:
(i) the deferred tax balance has been reduced by £114,000 and £2,491,00Q respectively and has been transferred to debtors from
provisions for liabilities and charges;
(ii} investment in the joint venture has been increased by £198,000 and £743,000 respectively.
These changes have resulted in increases in shareholders' funds of £312 000 and £3,234,000 respectively. The profit after tax for the year
ended 31 Decemnber 2000 has been increased by £2,922,000 and decreased by £1,988,000 in the year ended 31 December 2001.
(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 rnuling at the balance sheet date. Exchange ditterences
arising on consolidation of the net investments in overseas subsidiary undertakings are taken to reserves, as are the exchange differences
on the group’s long verm 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 arise.
(k} Derlvative financial instruments The group holds derivative financial instruments to manage the interest risk of tong term fiabilities.
Amounts payable or receivable in respect of interest rate derivatives are recognised on an accruals basis over the life of the instrument.
(I} Pensions The regular cost of the group's defined benefit pension scheme is expensed in order to allocate the cost of providing the
pensions, recognising any actuarial surpius or deficiency {where appropriate), over the working lives of the relevant employees. The group
has adopted the disclosure requirements of Financial Reporting Standard 17.




Notes to the Financial Statements | continued

1. Accounting policies (continued)

(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
acguired.

Goodwill arising on acguisitions belore 1 January 1988 was efiminated against reserves on acquisition, In accordance with the fransitional
rules of Financial Reporting Standard 10 this treatment has continued to be applied to such acquisitions. On a subsequent disposal or
termination of a previously acquired business, the profit or loss on disposal 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 nil by equal instalments over its estimated useful
lite.

(o) Leases Assets acquired under finance leases are treated as tangible fixed assets and depreciation is provided accordingly. The present
value of future rentals is shown as a liability and the interest element of rental obligations is charged to the profit and loss account over
the period of the lease in proportion to the capital balance outstanding. Rentals received / paid under operating leases are credited / charged
to the profit and loss account in the year in which they are incured.

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

2. Segmental analysis

United Kingdom Overseas Total
restated restated restated

2001 2000 2001 2000 2001 2000

£000 £000 £000 2000 £000 £000
Turnover
Group turnover by origin 1,413,009 1,382 442 136,166 45813 1,549,175 1,428,255
Group share of turnover
of joint venture 179,188 208,993 - - 178,188 208,993
Total turnover 1,592,197 1,591,435 136,166 45,813 1,728,363 1,637,248
Profit before taxation
Segment profit 30,341 6,335 1,824 1,813 32,165 8,148
Group share of loss before taxation
of joint veniure {1,563 (4,041) - - {1,563) 4,011
Total profit before taxation 28,778 2,324 1,824 1,813 30,602 4,137
Net Assets
Segment net assets 121,876 117,719 21,773 13,081 143,649 130,810
Group share of the net assets
of joint venture - 9,060 - - - 9,060
Total net assets 121,876 126,779 21,773 13,091 143,649 139,870

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

Existing Acquisitions 2001 2000

operations Total Total

£000 £000 £000 £000

Group tumover 1,440,859 108,316 1,549,175 1,428,255

Cost of sales {1,237,951) (91,449) {1,329,400) (1,242,550)

Gross profit 202,908 16,867 219,775 185,705
Net operafing expenses:

Distribution costs (95,415) (8,644} (104,059) (95,682)

Administrative expenses (71,350} (7,593) (79,343) {70,887)

Other operating income 3,510 - 3,510 2,482

(163,255) (16,637} (179,892) (164,087}

Group operating profit 39,653 230 39,883 21,618




Notes to the Financial Statements | continved

3. Group turmover, cost of sales, net operating expenses, operating profit and exceptional items (continued)

There were no exceptional items during the year. During 2000 exceptional costs of £6,431,000 were included within administrative expenses.
£654,000 was in respect of costs incurred in the reorganisation following the acquisition from Lex Service PLC, £1,767,000 of one off costs
incurred during the set up of a centralised customer service centre and a £4,010,000 provision refiecting the estimated reduction in net
realisabte value of vehicles subject to repurchase commitments, which included £510,000 in respect of the joint venture.

Profit on disposal of fixed assets consists principally of profits made on sale of surplus properties. Losses on business disposals arose
mainly from the disposal of moter vehicle dealerships.

4. Operating profit

Operating profit has been arrived at after charging: 2001 2000
£000 £000

Depreciation of tangibie fixed assets 11,115 10,929
Amortisation of goodwill 3,374 2,592
Auditors’ remuneration:

Audit fees - group 219 228

Audit fees - parent company B B
Operating lease rentals payable:

Hire of plant and machinery 930 553

Property 7,433 4,639
Operaling Lease rentals receivable:

Property rentals from joint venture 1,012 1,739

Payments to KPMG Audit Ple and its associates duting the year ended 31 December 2001 for non audit services in relation to the group
amounted to £385,000 (2000 - £259,000}). The non audit fees for the year ended 31 December 2001 related mainly to fees in connection
with the acquisition of Stripestar Limited. Non audit fees for 2000 related mainly to the acquisition of dealerships from Lex Service PLC.

5. Employees
The average number empioyed by the group in the foflowing areas was:
2001 2000
number number
Sales 1,708 1.720
After sales 2,890 2,804
Administration 969 968
5,567 5,502
Costs incurred in respect of these employees were:
2001 2000
£000 £000
Wages and salaries 104,775 98,491
Social secusity costs 9,849 B.585
Other pension costs 839 209
115,463 107,285

6. Directors

Total emoluments of directors (including pension contributions) amaunted ta £1,471,000 (2000 - £1,211,000),
Information retating to directors” emoluments, share options and pension entitlements is set out in the Remuneration Repoert on pages
21 to 24,




Notes to the Financial Statements | continued

7. Net group interest payable

2001 2000
£000 £000
Interest payable and simitar charges:
Bank loans and overdrafis 11,156 10,896
Other loans - manufacturer stocking plans 4,930 4,298
16,086 15,194
Less: amount capitalised (78) (29)
16,008 15,165
Interest receivable:
Bank interest receivable (391} (172)
Other loans - (152)
Interest credit on termination of swap and cellar arrangements - {358)
15,617 14,483
8. Taxation
restated
2001 2000
£000 £060
UK cotporation tax:
Current tax on income for the year at 30% (2000 - 30%) 7,426 1,114
Adjustments in respect of prior periods 137 {1,401)
7,563 (287}
UK daferred taxation:
Current year deferred taxation 1,976 (675)
Adjustments in respect of prior periods 3 147
9,542 (815)
Overseas taxation:
Current tax on income for the year 1,079 143
Overseas deferred taxation 10 344
10,631 (328)
Attributable taxation of joint venture (256} (1,026}
10,375 (1,354}
The total aggregale tax charges are analysed as: 2001 2000
£000 2000
Current tax atiributable to group 8,642 (144)
Deferred tax atiributable to group 1,989 (184)
10,631 {328)
Aggregate tax attributable to joint venture (256} (1,028)

16,375 {1,354)




Notes to the Financial Statements | continued

8. Taxation {continued)}

Factors affecting tax charge for the period
The tax assessed is different from the standard rate of corporation tax in the UK {30%)})

The differences are explained below: 2001 2000
£000 £000
Profit on ordinary activities before tax 30,602 4,137
Tax on profit at UK rate of 30% (2000 - 30%) 8,181 1,241
Permanent differences:
Accounting depreciation for which no tax relief is due 581 448
Goodwill amortisation for which no tax relief is due 899 701
Differance between accounts profits and taxable profits on capital asset disposats {1,453) {2,667)
Other digsallowables 260 175
Unrecognised losses 366 .
Tax rate differential on overseas income 176 -
Time apportionment differences arising on joint venture 314 -
Adjustmants to tax charge in respect of previous periods (including joint venture) 198 {1,401}
Total permanent differences 1,341 (2,744)
Deferred tax movements taken to the profit and loss account:
Accelerated capital allowances {301) (594)
Other provisions {1,685) 827
Timing differences attributable to group {1,986) 333
Timing differences atiributable to joint venture 262 545
Total current tax including joint venture share 8,796 (625)
Less: current tax attributable to joint venture (156) 481
Total current tax attributable to group 8,642 {144)

Fatiors affecting future tax charge

The group operates in countries where the tax rates are different to that of the UK rate. Germany has a lower tax rate than the UK with
the US having a higher tax rate. From 1 April 2002 due to changes in the UK tax legislation, amortisation charges relating to future purchases
of goodwill become tax deductible. Amortisation charges on goodwill purchased prior to 1 April 2002 remain non deductible for tax purposes.

Tax relief of £nil {2000 - £1,829,000) has been claimed on exceptional charges of £nil {2000 - £6,431,000).

9. Dividends
2001 2000
£000 £000
Ordinary shares
Interim paid 5.3p per share (2000 - 4.5p) 3,006 2,832
Firal proposed 10.6p per share (2000 - 9.8p) 5,934 5,721
8,940 8,553
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10. Earnings per share

{a) Adjustments 1o basic eamings per share, based on ordinary shares in issue restated restated
2001 2001 2000 2000
Earnings per Total Eamings per Total
share pence £000 share pence £000
Eamings 33.7 20,227 8.0 5491
Goodwill amortisation 56 3,374 43 2,592
Eamings excluding goodwill amortisation 39.3 23,601 13.3 8,083
Non trading items:
Exceptional items - - 10.5 6,431
Profit on business and fixed asset disposals {13.1) {7,899} {1.6) (1,013
Tax effect of non trading items 3.9 2,370 (2.7) {1,625)
Eamings excluding goodwill amortisation and nen trading items 30.1 18,072 19.5 11,876
restated restated
{p) Diluted eamings per share, based on weighted average 2001 2001 2000 2000
number of shares in issue Diltted earnings Total Diluted earnings Total
per share pence £000 per share pence £000
Eamings 328 20,227 B.9 543
(¢} Shares in issue 2001 2000
number number
Weighted average number of ordinary shares in issue 60,108,349 60,964,152
Weighted avarage nurnber of dilutive shares undet optian 1,650,126 542,974
Weighted average number of shares in issue taking account of applicable
outstanding share opticns 61,758,475 61,507,126

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

11. Profit and loss account of the company

in accordance with the exemption allowed by Section 230 (4) of the Companies Act 1985, the profit and loss account of the company is
not presented. The profit after taxalion attributable to the company dealt with in its own accounts for the year ended 31 December 2001 is
£3,814,000 (2000 - £60,547 000).

12. Fixed assets - intangible assets

Goodwill
Group £000
Cost
At 31 December 2000 28,433
Additions 7,644
Exchange atjustments 68
Disposals (726)
Ar31 December 2001 35,419
Amortisation
At 31 December 2000 4,749
Amortised during the year 3,374
Exchange adjustments 21
Disposals (225)
At 31 Dacember 2001 7,919
Net book value
At 31 December 2001 27,500
At 31 December 2000 23,684

Goodwill on dealerships acquired is amortised over a petiod of 10 vears. Disposals relates to the closure of businesses during the year,
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13. Fixed assels - tangible assels

Land & Plant & Motor
bulidings equipment vehicles Total
Group £060 £000 £000 £000
Cost
At 31 December 2000 155,669 30,978 17,651 204,298
Additions - existing operations 7,413 5,319 27,653 40,385
- acqjuisitions 4,232 4,938 182 8,352
Exchange adjustments (31) (7 4 (52)
Disposals {16,327} (10,819} (30,659) (57,805)
At 31 December 2001 150,956 30,399 14,823 196,178
Depretiation
At 31 December 2000 6,418 12,119 2,715 21,252
Exchange adjustments (3 G (1 (12)
Charge for the year 2,368 5,797 2,950 1,115
Disposals {950} (5.855) (3,345) (9,950)
At 31 Dacember 2001 7,833 12,253 2,319 22 405
Net book value
At 31 December 2001 143,123 18,146 12,504 173,773
Al 31 December 2000 149,251 18,859 14,938 183,048
Land and buildings at net book value comprise: 2001 2000
£000 £000
Freehold 114,253 119,384
Long leasehold 17,361 22,721
Short teasehold 11,508 7,146
143,123 149,251
Motor vehicles at net book value comprise:
Service loan vehicles 6,607 8,452
Other vehictes 5,897 6,484
12,504 14,936

Freehold land with a cost of £56,515,000 (2000 - £66,565,000) has not been depreciated during the year.

Cumulative interest charges of £1,241,000 (2000 - £1,163,000} have been capitalised as construction costs and included in land and

buildings. Interest of £78,000 has been capitalised during the year at a rate of 6.1% and tax reliet of £23,000 has been obtainad.,

Land and buiidings include £6,678,000 (2000 - £1,768,000) in respect of building projects currently under construction.

Future capital expenditure which has been contracted for but not yet provided in the financial statements amounted to £135,000

{2000 - £267,000).
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14, Fixed assets - investments

restated restated
Group joint
venture equity Own shares Total
Group £000 £000 £000
At 31 December 2000 as previously reported 8,317 3,613 11,930
Prior year adjustment {see note 1)) 743 - 743
At 31 December 2000 as restated 9,060 3613 12,673
Additions - 1,490 1,490
Share of joint venture loss (1,307) - {1,387)
Disposals (7.763) (12) {7,765)
At 31 December 20041 - 5,091 5,081
Shares In Loans to
subsidiary subsidiary
undertakings  undertakings Total
Company £000 £000 £000
At 31 December 2000 and at 31 December 2001 164,656 50,000 254,656

The market value of the investment in the company’s own shares at 31 December 2001 was £7,292,000 (2000 - £4,430,000}, being
3,262,677 (2000 - 2,590,820) shares with a nominal value of 25 pence each, acquired at a cost of between £1.00 and £2.17 each

{2000 - £1.00 and £1.70} held by Pendragon Quest Trustees Limited and Guinness Flight Trustees Limited.

Dividends on the shares owned by the trusts, the purchase of which was.funded by interest free loans to the trusts from Pendragon PLC

are waived. All expenses incumred by the trusts are settled direclly by Pendragen PLC and charged in the accounts as incurmed.

Shares in subsidiary undertakings are stated at cost. Pendragon PLC owns directly or indirectly 100% of the issued ordinary share capital

of the following principal subsidiaries which are all included in the consolidation.

Name Actlvity

Incorporated in Great Britain:

Alley Racing Equipment Limited Motor vehicle dealer

¢.2k Limited ) Contract hire & floet management
Car Fleet Control Limited Computer systems and services
Derwent Vehicles Limited Motor vehicle dealer

Evans Halshaw Limited Motor vehicle dealer

Evanhs Halshaw (Chesham) Limited Motor vehicle dealer

Evans Halshaw Motors Limitet Motor vehicle deater

Excalitur Motor Finance Lirmnited
Pendragon Contracts Limited

Pendragon Javelin Limited

Pendragon Management Services Limited

Motor vehicle finance

Contract hire & fleet management
Motor vehicle dealer
Management services

Pendragon Motorcycles Limited Motor vehicle dealer
Pendragon Metor Group Limited Motor vehicle dealer
Pendragon Pretnier Liited
Pendragon Property Holdings Limited
Pendragon Sabre Limited

Pendragon Viking Limited

Motor vehicle dealer
Property holdings
Mator vehicle dealer
Motor vehicle dealer
Pinewood Technologies PLC*
Stripestar Limited Motor vehicle dealer
Tins Lirnited™ Intemet sales

Computer systems and services
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14. Fixed assels - nvestments {continued)
Name

Incorporated in Germany:
Autohaus Avalon Darmstadt GmbH
Autohaus Avalon Frankfurt GmbH
Autohaus Avalon Jaguar GmbH
Autohaus Avalon Munchen GmbH
Jaguar Autohaus Kronberg GmbH

Incorporated in the United States of America:
Bauer Motors Inc.

Penegon West Inc.

Scuth County Inc,

*Direct subsidiary of Pendragon PLC

Continued

Activity

Motor vehicle dealer
Motor vehicie dealer
Motor vehicle dealer
Motor vehicle dealer
Maotor vehicle dealler

Motor vehicle dealer
Motor vehicle dealer
Motor vehicle dealer

15. Stocks
2001 2000
£000 £000
New and used vehicles 166,403 94,789
Consignment vehicles 79,603 50,408
Vehicle parts and other stocks 21,154 15,397
267,160 160,594

Consignment vehicles exclude new vehicle stocks held by the manufacturers to the order of the group, which are not capable of beating

a finance charge, amounting to £60,005,000 (2000 - £38,027,000).

16. Repurchase commitments

2001 2000

£000 £000

Within one year 16,021 27576
Between one and two years 7,970 16,484
Over two years 7,684 7,748
31,675 51,808

The directors consider that losses arnsing from disposal of the vehicles for less than the repurchase value are likely to occur, and aceordingty
provision for such losses is made in the financial statements. The amount provided is £1,495,000 (2000 - £3,500,000).

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

in note 29,
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17. Debtors
restated
2001 2000
£000 £000
Group
Trade debtors 48,950 40,475
Amounts owed by joint venture - 4,233
Other debtors 35,128 20,380
Corporation tax - 1.371
Deferred tax (see note 21) 730 485
Other taxation and social security 1,371 -
Prepayments 8,977 13,845
95,166 80,799
Comparty
Corporation tax 2,239 2,732
Other debtors 67 5
2,306 2,737
All amounts are due within one year.
18. Creditors: amounts falling due within one year
2001 2000
£000 £000
Group
Unsegured loans 14,000 57,000
Unsecured bank loans and overdrafts 1,183 13,054
Consignment vehicle liabilities 79,603 50,408
Repurchase commitments (see note 16} 17,516 31,076
Payments received on account 9,420 4,948
Trade creditors 144,200 77,548
Amounts owed 1o joint venture - 215
Dividends payable 5,934 5,721
Corporation tax 5,481 -
Other taxation and soclal security 4231 7.284
Aceruals and deferred income 45,948 32,228
327,516 279,482
Company
Unsecured bank loans and overdrafts - 4,388
Amounts due to subsidiary undenakings 49,256 36,512
Dividends payable 5,934 5,721
Other taxation and social security 591 30
Other creditors 24 57
55,805 46,708

All unsecured loans and overdrafts bear interest at normal variable commercial rates.




Notes to the Financial Statements | continued

19. Creditors | amounts falling due after more than one year

2001 2000
£000 £000
Group
Unsecured bank loans {repayable between one and two years} 14,336 108
Unsecured bank loans {repayable between two and five years) 112,670 67,395
Repurchase commitments {see note 18) 15,654 24,232
QOther creditors 336 146
142,996 91,881
Company
Unsecured bank foans (repayable between two and five years) 37,006 37,209

All unsecured loans and cverdrafts bear interest at norrnal variable commercial rates.

20. Financial instruments and derivatives
An explanation of treasury policy and controls can be found in the financial review on page [X].
As permitted by Financial Reporting Standard 13, short term debtors and creditors that meet the definiticns of a financial asset or liability

respectively have been excluded from the disclosures.

(2) Fair values of financial assets and liabilities
The fair value of the currency swap has been determined with reference to the market price prevailing at 31 December 2001. All other
financial liabilities are at fioating rates of interest and therefore fair value is equal fo book value.

Primary financial instruments held or issued to finance the company's operations

Bock value Fair value Book value Fair value

2001 2001 2000 2000

£000 £000 £000 £000

Cash at bank and in hand 14,707 14,707 - -
Bank overdraft (1,183) {1,183) (2,778) (2,778)
Bank loans (100,000} (100,000) (83,093) (83,093)
6.93% USD 55 million loan notes 2005 {32,670) (33,728} (32,670) (34,038)
Other (8,336) (8,336) (8,941) (8,941)

Derivative financial instruments held to manage interest rate profile

Book value Fair value Book value Fair value
2001 2001 2000 2000
£000 £000 £000 £000

Currency swap (USD / £ sterling) - 1,058 - 1,368
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20, Financial instruments and derivatives (confinued)

{b) Interest rate risk profile as at 31 December 2001
The table betow reflects the effect of inlerest rate swaps

(i} Financial liabHities Total Floating rate Total Floating rate
2001 2001 2000 2000
£000 £000 £000 £000

Bank loans and overdrafts {101,183) {101,183} {85,871} (85,871}

©.93% USD 55 million loan notes 2005 {32,670) (32,670) {32,870) (32,670)

Other {8,336) (8,336) (8,941) (8,941)

The floating rate liabilitles pay interest based on LIBOR.

(il) Financial assets Total Floating rate Total Floating rate
2001 2001 2000 2000
£000 £000 £000 £000

Cash at bank and in hand 14,707 14,707 - -

{¢) Foreign currency exposure profile
Operations with & US functional cirrency have sterfing intra-group monetary liabilities amounting to £12,501,000. Operations with a German

functional currency have sterling intra-group monetary iiabilities amounting to £4,738,000.

There were no other material foreign currency monetary assets and liabilities that may give rise to exchange gains or losses in the profit
and loss account {2000 - nil).

{d) Maturity of borrowings

Details are shown in notes 18 and 19,

(e) Maturity of facilities

At 31 December 2001 the group had the following undrawn comritted facilities available:

Expiring in one year ar less
Expiring i more than one year but not more than two years
Expiting in more than two vears
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21. Provisions for liabilities and charges

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

restated
2001 2000
£000 £000
Depreciation in excess of tax allowances {1,504) (392)
Other timing differences 764 (93)
Amounts included in debtors {see note 17) (740) {485)
There is no unprovided deferred tax.
The movement in provisions for the year are as follows: Deferred Vacant
tax property Tetal
£000 £000 £000
At 31 December 2000 as previously reported 2,006 1,371 3,377
Prior year adjustment {(see note 1(i}} (2,491) - (2,491)
At 31 December 2000 as restated (485) 1,371 886
Acquisitions (2,263) - {2,263)
Profit and loss account 1,989 - 1,989
\Hilised - {460} (460)
Exchange adjustment 19 - 19
Deterred tax transferred to debtors (see note 17) 740 - 740
At 31 December 2001 - a1 o1

The vacant property provision is comprised of the future costs of vacated properties, being predominantly future lease commitments.

Although the majority of the provision should be realised in the next few accounting periods the exact timing remains uncertain.

22. Called up share capital

2001 2000
£000 £000
Autherised:
80,000,000 {2000 - 80,000,000) ordinary shares of 25p each 20,000 20,000
Allotted, called up and fully paid:
59,242,152 (2000 - 60,964,152) ordinary shares of 25p each 14,812 15,242

On 13 March 2001, 13,000 ordinary shares at an aggregate nominal value of £3,250 were issued for a total consideration of £22,224,

During the year the company repurchased 1,735,000 ordinary shares with a nominal value of £433,750 at a total cost of £3,930,000,
representing 2.8% of the total issued ordinary shares as at 1 January 2001, The transactions were made through market purchases on

the London Stock Exchange. At 13 February 2002 the company has an unexpired authority to repurchase further shares up to maximum

of 5,262,715 ordinary shares.
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22. Calied up share capitai (continued)

Movements in the number of options to acquire ordinary shares under the group's various share option schemes, together with exarcise
prices and the ouistanding position at 31 December 2001 were as follows :

Exercise period Exercise At 31 December At 31 December
price per 2000 Exercised Granted Lapsed 2001

share number number number number number

11 October 1994 to 10 October 2001 170.95 p 27,533 {13,000} - {14,533) -
29 April 1997 to 28 April 2004 295.84p 187,602 - - {86,196} 101,406
17 March 2001 to 16 March 2008 308.00p 289,500 - - (29,000) 260,500
9 October 2001 to 8 October 2008 * 127.00p 289,500 - - {29,000} 260,500
9 October 2001 to 8 October 2008 127.00p 177,000 - - {12,000 165,000
1 July 2003 to 31 December 2003 293.00p 128,140 - - (23,879) 104,261
1 July 2005 to 31 December 2005 293.00p 51,363 - - (4,656) 46,707
3 March 2002 to 2 March 2009 194.00 p 480,000 - - (80,000) 400,000
1 July 2002 to 31 December 2002 170.00 p 149,620 (492) - (22,016} 127,112
T July 2004 to 31 December 2004 170.00p 193,652 (3,331) - (55,441) 134,880
1 July 2006 to 31 December 2006 170.00p 55,283 - - (20,273) 35,010
21 June 2002 to 20 June 2009 16250 p 220,721 - - {26,000) 194,721
21 June 2002 to 20 June 2008 162.50 p 216,279 - - (15,000) 201,279
8 March 2003 1o 7 March 2010 98.50p 1,350,000 - - {125,000) 1,225,000
1 July 2003 to 31 December 2003 113.50 p 772,869 (3,403) - (161,755) 607,711
1 July 2005 1o 31 December 2005 113.50p 557,750 {717} - (93,233) 463,300
1 July 2007 to 31 December 2007 113.50p 97,055 - - (30,431) 66,624
9 March 2004 to 8 March 2011 234.00p - - 718,000 (45,000} 674,000
1 July 2004 to 31 December 2004 22450 p - - 119,846 {8.625) 111,221
1 July 2006 to 31 December 2008 22450 p - - 82,627 (12,774) 69,853
1 July 2008 to 31 December 2008 22450p - - 18,327 (3,109) 15,218
5,243,867 {20,943) 939,800 (897,521) 5,264,803

* Parallel grant

On 9 March 2001 options over 719,000 ordinary shares of 25p were granted to employees (excluding directors) at an exercise price of
234.0p per share. The grant comprised 525,528 ordinaty shares under the Pendragon 1999 Approved Executive Share Option Scheme
and 193,472 under the Pendragon 1999 Unapproved Executive Share Qption Scheme, (the “1999 Schemes”).

On 26 April 2001 opliens over 220,800 ordinary shares of 25p were granted pursuant 1o the 1998 Pandragon Sharesave Scheme at an
exercise price of 224.5p per share.

Each of the grants of share options made during the year under the 1999 Schernes prescribed an earnings per share performance criterion.
It is a pre-condition to the exercise of grants made under the 1998 Schemes that the growth in the company's eamings per share over the
prescribed three year petiod must exceed Dy al least 3% per annum compound the annual rate of inflation as shown by the RPI index.
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23. Reserves

Share Profit
premium Other and loss
account reserves account
£000 £000 £000

Group
At 31 December 2000 as previously reported 74,697 14,798 31,899
Priar year adjustment - - 3,234
At 31 December 2000 as restated 74,697 14,798 35,133
Retained profit for the year - - 11,287
Arising on issue of ordinary shares 19 - -
Repurchase of ordinary shares - - (3.497)
Transfer to capital redemption reserve - 434 (434)
Share of goodwill amortisation of joint venture in respect of unrealised profit on dispesal - (425) 425
Unrealised prefit eliminated on acquisition of Stripestar Limited - (4,038) -
Exchange adjustment - - 438
At 31 December 2001 74,716 10,769 43,352
Company
At 31 December 2000 74,687 13,863 69,674
Retained profit - - {5,126)
Artsing on issue of ordinary shares 19 - -
Repurchase of ordinary shares - - (3,497)
Transfer to capital redemption reserve - 434 (434)
At 31 Detembet 2001 74,716 14,297 60,617

The prior year adjustment has arisen on adoption of Financial Reporting Standard 19 ‘Deferred Taxation’ as detailed in note 1{i}.
Cumulative goodwill written off to reserves at 31 December 2001 amounted to £6,618,000 (2000 - £6,618,000).
The cumuiative amount of negative goodwill written to reserves at 31 December 2001 amounted to £3,928,000 (2000 - £3,928,000).
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24, Acquisitions

{a) Acquisiticn from Ford Motor Company Limited

On 2 Novemnber 2001 the group acquired the entire issued "B” ordinary shares of Stripestar Limited from Ford Moter Company Limited for
a total consideration, including costs, of £5,981,000. Consideration was satisfied in cash. The acquisition has been accounted for by the
acquisition method of accounting.

Net assets at date of acquisition: Book and fair
value at

acquisition

£000

Tangible fixed assets 4,389
Stacks 36,117
Debtors 35,676
Deferred tax 2,263
Creditors (50,261)
Borrowings (21,303)

6,881

Share acquired 49% 3,372
Goodwill 2,609
Consideration {including costs) 5,981
Consideration satisfied by cash 5,500
Costs of agquisition satisfied 481
Fair value of consideration 5,981

There were no fair value adjustments arising.

In the period from 1 January 2001 to 2 November 2001, the date of acquisition, the results of Stripestar Limited included turnover of
£351,349 600, operaling loss of £725,000, loss before tax of £2,507,000 and foss after tax of £1,831,000. Loss after 1ax in the year ended
31 December 2000 was £7,442,000.

(b) Other acquisitions

The group acquired the trade and assets of Homburg for £9,224,000 on 18 April 2001, SGZ Darmstadt for £2,304,000 on 1 March 2001
and Douglas Grahams for £1,071,000 on 1 November 2001. All consideration was satisfied in cash, The acquisitions have been accounted
for by the acquisition method of accounting.

Net assets at date of acquisitions: Book Falr
value at value at

acquisition Revaluation acquisition

£000 £000 £000

Tangible fixed assets 4,364 599 4,963
Stocks 10,813 - 10,813
Debtors 47 - 47
Creditors {8,259) - (8,259)
6,965 599 7,564

Goodwill 5,035
Consideration (including costs) 12,599
Consideration satisfied by cash 12,193
Costs of acquisition satisfied 408
Fair value of consideration 12,589

The fair value adjustments above principally arise on the revaluation of plant and equipment to their estimated market value.
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24. Acquisitions {continued}
Contributions to cashflow from acquisitions

The businesses acquired during the year utilised £8,844,000 of the group's net operating cash flow, paid £589,000 in respect of servicing
finance and utilised £208,000 for capital expenditure.

25. Net cash flow from operating activities

2001 2000

£000 £000

Operating profit 39,229 18,546
Add share of jeint venture’s operating loss 654 3,072
Depreciation 11,115 10,929
Goodwill amortisation 3,374 2,592
Loss on disposal of fixed assets 14 77
{increase) / decrease in stocks (31,970) 988
Decrease in debtors 21,559 18,443
Increase / {decrease) in creditors 18,445 (12,328)
62,420 42,318

26. Analysls of net debt
Cash at Overdrafts Other borrowings
bank and and other Due within Due after

in hand borrowings Total one year one year Total

£000 £000 £000 £000 £000 £000

At 31 December 2000 - (13,054) (13,064) {57,000} (67,503} {137,557)
Exchange differences - (18} {18) - - (18}
Net cash flow 14,707 11,889 26,596 - - 26,596
Financing and liquid resources - - - 43,000 (59,503) (16,503)
At 31 December 2001 14,707 {1,183 13,524 (14,000) {127,006} {127.882)

27. Lease commitments

Operating Leases
Annuaf lease payments due in 2002 under operating leases of the group according to the period in which the lease expires, are as follows:

Property Other leases
2001 2000 2001 2000
£000 £000 £000 £000
Within one year 273 84 55 74
Between one and five years 882 247 1,704 186
Over five years 8,499 3,783 161 681
9,654 4,114 1,920 941
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28. Pensions

Pension Costs Statement of Standard Accounting Practice 24 (SSAP 24)

The group participates in two defined benefit pension schemes in the United Kingdom. The Pendragon Pension Plan for eligible employees
is a funded defined benefit and defined contribution scheme administered by a corporate trustee, Pendragon Pension Trustees Limited.
The trustee holds Plan asseis separately from Pendragon PLC, and there is no investment in shares of Pendragon PLC.

The last actuarial valuation of the Plan was carried out as at 6 April 2000, At this date the market value of the Plan's assets was £76 miflion.
The actuarial value of the Plan assets represented 116% of the value of accrued liabifities allowing for projected increases in earnings.
The main assumptions used for this valuation were that the annual rate of return on existing investmeants would be between 6.2% - 7.0%,
the annual rate of earnings increases would be 4.75%, and the annual rate of pension increases would be between 2.25% - 2.75%. Plan
assets were included at market value.

The group also operates the Stripestar Pension Scheme for eligible employees. This is a funded defined benefit and defined contribution
scheme administered by trustees who hold scheme assets separately from the group, and there is no direct investrent in the group. The
Stripestar Pension Scheme commenced on 1 January 2000. A fully funded bulk transfer vaiue of £4.7 million was paid into the scheme in
Pecember 2001 in respect of members' past service banefits. Since inception, contributions have besn paid into the scherne in accordance
with the actuary's recommendations. The initial actuarial valuation is expected to be completed imminentty.

The group has continued to account for pensions in accordance with SSAP 24.

The pension cost for the year and the balance sheet prepayment are assessed by independent qualified actuaries using the projected unit
method, allowing for the amortisation of the surplus over employees' future service lifetimes. The pension cost for the year is calculated
as £839,000 (2000 - £208,000). The closing balance sheet prepayment is £5,366,000 (2000 - £6,074,000). Contributions paid into the
Pendragon Pension Plan during the year were £nil, based upon actuarial advice. The pensions contribution holiday is expected to continue
through 2002. Contributions to the Stripestar Pension scheme were £306,000, being the regular pension cost, of which £59,000 was
contributed after 2 November 2001.

Financial Reporting Standard 17 {FRS 17)

In November 2000 FRS 17 'Retirement Benefits' was issued, becoming mandatory for the group from the year ended 31 December 2003.
In the year ended 31 December 2001, the group has adopted the transitional disclosure reguirements permitted by FRS 17. Scheme
valuations have been updated by a qualified independent actuary on an FRS 17 basis as at 31 December 2001. The major assumptions
used in this valuation were:

Financial assumptionhs

Vaiuation method Projected unit
Inflation 2.50%
Rate of increase in salaries 4.25%
Rate of increase of post 6 April 1997 pensions in payment 2.50%
Rate of increase of deferred pensions subject to statutory revaluation 2.50%
Discount rate 5.80%

The expected rates of return on the main asset classes at 31 December 2001 were:

Equities 7.83%
Gilts . 5.00%
Bonds 5.80%
Cash 4.00%

The weighted average expected long term rates of retum by scheme at 31 December 2001 were:

Pendragon Pension Plan 747%
Stripestar Pension Plan 7.75%

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions which, due to the
timescale tovered, may not necessarily be bome out in practice.




Notes to the Financial Statements | continued

28. Pensions (continued)

The fair value of the schemes’ assets which are not intended to be realised in the short term and may be subject to significant change
before they are realised, and the present value of the schemes' liabilities, which are derived from cash flow projections over long periods
and thus inhererdly uncettain, were:

Scheme assels and liabilities at 31 December 2001 Pendragon Stripestar
Pension Plan  Pension Plan Total
£000 £000 £000
Equities 60,982 5,258 66,240
Gilts 2,829 - 2,829
Bonds 3,449 - 3,449
Cash 2,702 128 2,830
Fair value of scheme assets 69,962 5,386 75,348
Actuarial value of schame liabilities (66,202) {6,144) (72,346)
Surplus / {deficit) 3,760 (758) 3,002
Related deferred tax (liability) / asset {1,128) 227 {9071)
Net Pension asset / (liability) . 2,632 {531) 2,101
2001
Had the group adopted FRS 17 early, the group profit and loss reserves would have been stated as follows: £000
Profit and loss reserve in the financial statements at 31 December 2001 43,352
Surplus in relation to Pendragon Pension Plan, net of deferred tax 2,632
Deficit in relation to Stripestar Pension Plan, net of related deferred tax assst {531)
SSAP 24 repayments for the Pendragon Pension Plan, net of deferred tax (3,756)
Profit and loss reserve as adjusted 41,697

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 cbligations.

{c} Bank guarantees in favour of third parties amounting to £2,521,000 (2000 - £2,521,000) have been ¢ounter-indernnified by the group.
(d) The group has arranged external financing for a number of vehicles where custormers have an option to purchase the vehicle 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 it the customer does not exercise the option to purchase,

The total value of the confingent repurchases is as follows:

2001 2000
£000 £000
Within one year 3,516 4,228
Between one and two years 2,734 3,670
Between two and five years 2,737 2,297

8,987 10,195
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30. Related party transactions

The company has transactions with its wholly owned subsidiary undertakings in the form of dividends and loans only.

Following the acquisition on 2 November 2001, describsd in note 24, the group acquired the remaining 49% of the issued ordinary share
capital of Stripestar Limited making it a wholly owned subsidiary from this date and consequently exempt from the requirements of Financial
Reporting Standard 8 ‘Related Party Disclosure’ to disclose transactions and balances with ather wholly owned group companies. Prior to
this date the group supplied management services and facilities to Stripestar Limited and traded goods and services in the ordinary course

of its business.

During the year the group entered into transactions with Stripestar Limited as follows:

2001 2000

£000 2000
Sales to refated party 26,713 9,838
Purchases trom related party 3,187 3,497
Dividend due from related party - 8
Amounts owed to related party - 215
Amounts owed from related party o - 4,233

In addition to services as a non-executive director, Mr N G Hannah provides commercial property advice to the group under a retainer
arrangement. in 2001 he eamed benefits to the value of £20,000 (2000 - £20,000) in the form of fees. As chairman of commercial property
surveyors Innes England Limited, Mr Mannah s interested in contracts for the provisions of their services te the group, which during the

year had an aggregate value of £38,000 (2000 - £60,000).
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Resolutions 1 to 6 set out in the notice deal with the ordinary business to be transacted at the Annual General Meeting. Resolution 7
grants authority for the company 10 purchase its own shares and Resolution 8 grants authority to the directors 1o establish the Pendragon
Share Incentive Plan.

Resolution 7 - Authority to purchase own shares {special resolution).

At the Annual General meeting in 2001 the Board was given authority ("the 2001 Authority”) to purchase and cancel up 1o 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 fo 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.

During 2001 the company has utilised exceptional profits arising from the disposal of property to make market purchases of a total of
1,735,000 of the company's ordinary shares, of which one million were acguired pursuant to the authority granted at the Annual General
Meeting in 2000 and 735,000 pursuant to the 2001 Authority. The directors believa it remains in the interest of the shareholders of the
company to have such power. Therefore the directors are seeking the approval of shareholders for the revocation and replacement of the
2001 Authority by way of a special resolution, details of which are also included in the notice of meeting on page 55. This authority would
only be exercised if the directors expected it to result in an increase in eamings per share.

There are outstanding options to subscribe for a total of 4,977,463 ordinary shares of 25p each in the company. That number of shares
represents 8.4% 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 Resolution 7, the 4,977,463 ordinary shares for which there are oulstanding options to subscribe would
represent 9.34% of the company's existing issued share capltal as reduced by those purchases.

Resolution 8 - Authority to form Pendragon Share Incentive Plan (Ordinary Resolution}

This resclution seeks shareholders' authority to allow the directors to establish the Pendragon Share Incentive Plan {"the Plan”) substantially
in the form produced to the Annual General Meeting, the principal provisions of which are summarised below.

The Plan is intended to qualify for inland Revenue approval as an All-Employee Share Ownership Plan pursuant to Schedule 8 of the
Finance Act 2000 ("Schedule 8%). The directors' authotity to issue shares for the purposes of the Plan will expire on 15 April 2012.

Constitution - Shares acquired for the purposes of the Plan, or appropriated to or acquired on behalf of participants under the Plan, will
be held by the trustee of the Pendragon Share Incentive Trust, an employees' share trust which will comply with the requirements of Schedule
& {"the Plan Trustee"). The Plan Trustee may be sither a specially formed, wholly cwned subsidiaty of the company or an independent
trustee services company. The Plan comprises a set of rules incorporating the terms of the Trust Deed. The directers are responsible for
the operation of the Plan but, together with the Plan Trustee, they may delegate this responsibility to an independent firm of share scheme
administrators.

Eligibitity - Participation in the Plan may, subject to Schedule 8, be extended to ali employees of the Pendragon Group of companies ("the
group”) who have a qualifying pericd of continuous employment of not more than eighteen months, or such other peried as is specified in
Scheduie 8 from time 1o time.

Operation of the Plan - The Plan provides for appropriation of ordinary shares in the company to eligible employees for no consideration
(*Free Shares”) and/or acquisition of shares by eligible employees out of deductions from salary ("Parinership Shares") and, if the directors
so determine, appropriation of additional shares ("Matching Shares"). The directors may from time to time, and subject to the Plan limits,
decide whether to offer an appropriation of Free Shares and/or invite applications to acquire Partnership Shares and, it the directors so
determine, Matching Shares,

Partnership and Matching Shares - An eligible employee may be invited to permit the application of up te £125 per month (or such other
amount as may from time to time be specified in Schedule 8) of pre-tax salary in the acquisition of Partnership Shares 1o be held on his
or her behalf by the Plan Trustee. Insofar as employees elect to acquire Partnership Shares on any occasion, the directors may procure
the transfer of Matching Shares, free of charge, on the basis of up to two free Matching Shares for each Parthership Share so acquired.
The number of Matching Shares made available on any occasion may be based on the performance of the company over such period as
the directors may determine. A participant may withdraw his Parinership Shares from the Plan at any time and must do so on leaving
employment. If a paricipant leaves employment in consequence of death, disability, redundancy, retirement or the company or business
in which he is emploved being sold outside the group (a "good reason™ his Matching Shares cannot be forfeited. If a participant leaves
employment otherwise than for a good reason or withdraws his Partnership Shares within a period not exceeding 2 years, his Matching
Shares may be forfeited.
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Free Shares - If the directors 5o determine, the Plan Trustee may, each year, invite eligible employees to accept an allocation of Free Shares
in the company with a market vatue of up to £3,000 per employee. Free Shares must be allocated amongst participating eligible employees
on a ‘similar terms’ basis except that, the whole or a proportion of such Free Shares may be allocated by reference to individual, team,
divisional or corporate performance determined according to such objective crileria and over such period as the directors may specify and
advise the eligible employees before the start of the performance period. The performance targets set for each unit must be broadiy
comparabfe and must not have the effact of concentrating share allocations on directors or higher paid empioyees. Parlicipants must agree
to allow their Free Shares fo remain with the Plan Trustee throughout a helding period specified by the directors of between 3 and 5 years.
The directors may stipulate that a participant will forfeit his Free Shares if he leaves the group (otherwise than for a good reason) within
3 years of allocation. Free and Matching Shares will be purchased in the market or from existing sharehoclders or subscribed for by the
Plan Trustee using funds contributed by the respective employer companies within the group.

Reinvestment of dividends on Plan shares - The directors may determine that dividends on shares held in the Plan on behalf of participants
may be reinvested in acquiring additional shares in the company to be held in the Plan. Scheduie 8 imposes a limit of {currently) £1,500
per annum on the amount of dividends, which may be $0 reinvested, and be exernpt from income tax.

Tax benefits for participants - Salary applied in the acquisition of Partnership Shares is free of tax and National Insurance centribufions
{"NICs"). Free and Matching Shares will be acquired free of income tax and NICs. For so long as shares are heid in the Plan, any gain
in their value 15 exempt from capital gains tax. Participants may be charged to income tax and NICs i shares are withdrawn from the Plan
within 5 years. Participating companies will be entitied to relief from corporation tax for expenses incurred in funding the acquisition of
shares for the purposes of the Plan and for the costs of establishing and administering the Plan.

Limits on the issue of pew shares - The Plan Trustee rmay acquire shares for the purposes of the Plan by subscription for shares at their
market value or purchase in the market. The number of shares which may be issued or be issuable pursuant to rights granted in any 10-
year period under the Plan and any other employees’ share scheme is fimited to 10 per cent of the issued share capital of the company.

Rights of participants - Participants will beneficially own shares held in the Plan by the Plan Trustee on their behalf. All dividends and other
distributions received in respect of such shares {except those reinvested in Plan Shares) will be passed on to participants. The Trustee
will only exercise voling rights in respect of such shares if given written instructions by the participants. In the event of a takeover or a
rights or capitalisation issue or other variation of the company's share capital, participants may instruct the Trustee how to act or vote on
their behalf,

Pension rights - Salary applied in the acquisition of Partnership Shares will remain pensionable, but other benefits under the Plan will not
form part of pensionable eamings.

Amendment of the Plan - Before Inland Revenue approval is obtained, the directors and the Plan Trustee may amend the Plan in any
respect but not so as to conflict in any material respect with this summary of, in the opinion of the directors, materially prejudice the interests
of shareholders. Once Inland Revenue approval is obtained, the directors may not make any amendment to the advantage of existing or
future participants lo the provisions relating to: eligibility, the cverall limit on the issue of new shares, the basis for determining an eligible
employee's participation and any adjustment thereto on a variation of the company's share capital, the fimits on participation, or amendrment
of the Plan without the prior approval of shareholders of the company (except for minor amendments to banefit or facilitate the administration
of the Plan, to take account of a change in legislation or to obtain or maintain favourable tax or regulatory treatment for participanis or for
any member of the group). No amendment to any key feature shall have effect until it is approved by the Inland Revenue and no amendment
hay be made which would afiect the beneficial interests of participants in shares held by the Trustee on their behalf.

The above summary does not form part of the rules of the Plan and should not be taken as affecting the interpretation of its
detailed terms and conditions. The Board reserves the right up to the time of the forthcoming Annual General Meeting to make
such amendments and additions to the rules of the Plan as may be necessary to take account of comments of the UK Listing
Authority and otherwise provided that such amendments do not conflict in any materlal respect with the above summary.

Copies of the Rules of the Pendragon Share Incentive Plan may be inspected at the registered office of the Company and at the offices
of Pinsent Curtis Biddle, Dashwood House, 69 Oid Broad Street, London, EC2M 1NR, during the usual business hours of any weekday
{Saturdays and public holidays excepted) for a period of 21 days prior to the Annual General Mesgting.




Shareholder Information

Stock classification The crdinary shares of the company are traded on the London Stock Exchange. Information conceming the day to
day movement of the share price can be found on the London Stock Exchange's Topic information setvice on pages 266 {mid-price) and
52037 (SEAQ).

2002 Financial calendar

Ex-dividend date for 2001 proposed final dividend 13 March 2002
Retord Date for 2001 proposed final dividend 15 Margh 2002
Annual General Meeting 15 April 2002
Payment date for 2001 proposed final dividend 16 April 2002
Interim results for 2002 announced August 2002
Interim dividend for 2002 payable Gctober 2002
Final results for 2002 announced February 2003
Final dividend for 2002 payable April 2003

Low cost share dealing service Barclays Stockbrokers Limited offers private individuals a low cost telephone share dealing service for
dealings in the company's shares. They will purchase and sell shares at the following commission rates plus stamp duty where applicable,
subject to the minimum dealing charge of £25 per transaction:

1.50% commission on first £5,000

0.85% cornmission on the next £5,000

0,16% commission thereafter

Details of the scheme can be oblained by telephoning 08457 777400 (calls are charged at local rates and this telephone number can be
accessed only from within the United Kingdom).




Notice of Meeting ]

Notice is hereby given that the fourteenth Annual General Meeting of Pendragon PLC will be held at Loxley House, 2 Oakwood Count, Little
QOak Drive, Annesley, Nottinghamshire, NG15 0DR on 15 April 2002 at 10.30am and for the following purposes:

Ag ordinary business:

To receive the repor of the directors and the audited financial statements of the group for the year ended 31 December 2001,
To declare a final dividend.,

To re-elect Mr D R Forsyth as a direttor.

To re-elect Miss H C Sykes as a director.

To re-glect Mr' W W Rhodes as a director.

To re-appoint KPMG Audit Plc as auditors and to authorise the directors to determine their remuneration.

& om oA

As special business:
To consider and i thought fit to pass the following resolution which will be propesed as a special resolution:

7. That the company be and it is hereby generally and unconditionally authorised pursuant to Articie 1(K} of the Arlicles of Association
of the company and section 166 of the Compantes Act 1985 (in substitution for all existing authorities granted to the company pursuant
to the said Article 1(K} and section 166, which authorities are hereby revoked) to make market purchases (within the meaning of section
163(3) of the Companies Act 1985) of its own ordinary shares on a recognised stock exchange of up to an aggregate of 5,924,215
ordinary shares of 25p each at a price per share which is not more than five percent above the average of the middie market quotation
for shares of the same class derived from the London Stock Excharrge Daily Official List during the five dealing days imrmediately prior
to the date of purchase of such shares nor less than the nominal value of the shares provided that the authority conferred by this
resolution shall, unless previously varied, revoked or renewed, expire on 14 October 2003 or at the conclusion of the Annual General
Meeting of the company held in 2003, whichever is the earlier, except in relation to a purchase of shares a contract for which shall
have bean made befote that time.

To consider and if thought fit to pass the following resolution which will be proposed as an ordinary resolution:

8. That:-

{a) subject to the approval of the Beard of the Inland Revenue, the directors, should they decide to do so, be and are hereby
authorised to establish The Pendragon Share Incentive Plan (the *Plan"), a copy of the draft rules of which has been produced to the
meeting and signed by the Chairman tor the purposes of identification and a summary of the principal terms of which is set out in the
notes of this resolution; and

(b} the directors be and are hereby authorised to do all such acts and things as may be necessary or expedient to give effect to the
Plan, including amending the Plan in such a manner as the directors may consider necessary or appropriate, or as may be necessary
to ensure that the Plan is approved by the Board of the Inland Revenue or to take agcount of any relevant statutory or requiatory
requirements, provided that no such amendment may be made if, in the opinidn of the directors, it would confiici in any material respect
with the summary of the Plan set out in the notes to this resolution or would materially prejudice the interests of the shareholders; and
(c) the directors of the Company be and are hereby authorised to establish further employee share arrangements based on the Plan
modified to take account of ipcal tax exchange control and securities laws in overseas territories provided that any shares made
available under such further arrangements are treated as counting against the limits on individual and overall participation in the Plan.

By order of the Board Loxiey House
H C Svkes 2 Oakwood Court
Secretary Littie Qak Drive
13 February 2002 Arnesley
Nottingham
NG15 0DR

A member entitled to atiend and vote at the meeting is entitled to appoint one or more proxies to attend and vote on a pol! instead of him. A proxy need not be a
marnber of the company. A proxy form is enclosed and to be efiective must reach the company's registrars, Computershare Invaestor Services PLC, PO Box B2,
The Pavilions, Bridgwater Road, Bristol, BS69 7NH, not less than 48 hours before the time appointed for holding the meeting.

The compietion and return by a member of & duly completed form of proxy will not preciude any such member who wishes to do so from attending in person and
voling at the Annual General Meeting convened by the above notice.

To be entitted 10 attend and vole &t the meeting {and for the purposes of the determination by the company of the number of votes they may cast), members must
be entered on the company's register of members at close of business on Saturday 13 April 2002. If the meeting is adjourned then, 1o be so entitted, membars
must be entered on the company's register of members at the time which is 48 hours before the time fixed for the adjournad meeting, at the time specified in
that notice.




