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Group Review NU—

2007 2006 2005 2004 2003
fm £m £m £m fm

Revenue (note 7) 5,060 2 50585 32474 31328 17970
Gross prolit {note 7) 6727 7013 4625 4455 2597
Operatmng profit before other ncome (note 7) 873 1397 975 849 504
Prolit before taxation (note 7} 465 977 664 701 471
Net assets 3396 3060 2393 2191 1471
Net borrowings (nole 8} 3320 3697 1770 2468 967
Other [inancial information
Gross margin (note 7) 133% 137% 141 % 141 % 141 %
Total operatng margin {note 2 and 7) 17% 28% 30% 27 % 28 %
Alfter tax return on equity (note 3) 127% 248 % 158 % 227 % 212 %
Basic earnings per share {note 4) 65 p 107 p 70 p 74 p 49 p
Adjusted earnings per share (note 5) 41 p i5p 67 p 60 p 41 p
Dividends per share (note 6) 400 p 345 p 264 p 204 p 152 p
Dmwidend cover (imes) 16 31 26 37 32
Interest cover (umes) (note 7) 18 24 26 29 45
Gearing ( note 9) 978 % 1208 % 0% 1126 % 658 %
Business development summary
Number of franchises 354 390 289 244 139
nole 1 The anounts dbclused for 2003 are stared on the Lasss of UK GAAP It & not practicable to testate amuunts for periods priof to the date of transitlon to BFRS
b2 Fotal operatng atargin 6 caboulated ali r adding back goodwill fmp famortsaton and cxe ptkonal twems, 2ad cxchidmg uther inconr

note 3 Retuen oo equlty b peofit for the year as a percentage of average shareholders funds
nirle 4 Rasle camuags per share has been restated for the impact of the 2003 bonus ssue and the 2006 subdivtson of the vrdatary stires of 25p (ach inte Bve new ordinany shares of 5p cach

aote 5 Baske Lammgs pus share adpested to efininate. the « Bects of gaodwill mngairment/amoniation and cxecptonal aperating and tax dems, sed note 10 of the finandal statements.
Ir has bren rostated for the impact of the 2003 bonus sy and the 2006 sehdivison of the ordnary shares of 25p cach iro live new otdinary shares of 5p each

noie § Diroends per shar, are based on the mieron dvdend pard and Bzt doadend dedared lor the yoar Divideads per shan has been restated for the mpact of the 2003 bonus kssue and the
2006 sulwdsmion of the ordmary shares of 25p cach inte five new ordmary shares of 5p cach.

nufe 7 All comparalve amounis hav been adjusted to Limnate the resulis of the discontine d oprraton (i note 6 of the financlal statewents)
oote & el borrowngs compnse ints rest Yearing doans and borrowmys. cask and cash éqivalents and dertvate Gnandal mstruments. It excudes unamortsed debit ssuance costs. -

note 9 Gearmg b ralculated as noi burrowings 1 a percentage ol ned assets.
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Introducton

In the face of challenging market condiions Pendragon has mawntamed
revenes at £5 1 biion m 2007 We first highfighted the growing compettneitess
of the new car marhet in Aprd 2007 When uansacton prices for new cars
started 1o fall 1 had a negative effect on the used car market especially on
the nearly new market causmg margins to reduce as dealers sought to
mantain volume  For the full year, profits before tax and exceptionals were
£348 mullion compared to £69 4 mullion i 2006 The 2007 fgure includes
£9 2 milhon of losses incurred on dealerships sold or closed These fosses
were incurred as part of the progranime we announced at our April 2007
AGM

In August we acquired 19 dealerships from the admuustrator of Dixons for
£163 milhon and these have as we indicated they would at the ume, made
losses m 2007 icluding acquisition funding costs of £1 8 millon We expect
a postive contnbution i 2008

Financial performance summary

We made excepuonal profits of £18 5 milion principally from the sale of
surplus properues This was offset by goodwill impairments on closed
busmesses gving a net excepuona) profit in the year of £117 milion Incledmng
these excepuionals, profit before tax was £46 5 mition compared o £97 7
milkon for 2006 and basic earmngs per share were 65 pence compared to
107 pence for 2006

We have aclueved good results i our aftersales and Support and Technology
busmesses We have largely completed the changeover of our IT systems
to Pinnacle our new i house system, which enables us to move forward n

2008 with all our dealerships on a common software platform.

Overall we have made good progress to unprove the quabty of the business
The changes we have made to our physical footprint and the changes to
our customer proposition, focusing on lower priced used cars, leave us better
placed for the type of market we expect in 2008

2007 2006
£m im
Revenue 50602 50585
Undeslying operating prou 941 1357
Exceptional aperatng items {6 8) 40
Operaung profit before other mecome 873 1397
Other income - gain on sale of property and business 185 243
Operating profit 1058 1640
Finance costs 60 1) (66 7)
Shaie of jomi venture profit 08 04
Profil before Lax 465 977
lax {33) (289)
Discontiwed operation (21) 13
Profit afier tax 411 6735
karnmings per share - hasic 65p 107 p
Earmings pet share  adjusted il p 75p
Dividend per share 40 p 345 p

Dividend

The final dvidend proposed s 20 pence per share which iogether with the
mterm dividend of 20 pence gnves a full year dvidend of 4 0 pence per
share, an merease of 15 9% over last year

Strategy
Pendragan 18 the largest independent operator of {ranchised motor car
dealerships in the UK operating 343 francluses We also operate 11 motor
car franchises m Calfornia. Perdragon sells a broad range of motor cars and
commeraid vehicles and has a substantal presence In the UK vehicle leasing,

wholesale parts and dealership management software markets

The UK franchuised car market remams very fragmented with the fargest ten
dealer groups ownmg only 20% of the total franchused dealers i the UK
Our strategy is to grow the business through acquisiuons whch in turn
enables us to reduce the fixed overheads related ta operatng car franchises
and take the benelit of economes of scale In hne with this strategy we
acquired 19 franchised dealerships from the admimnistrators of Dxons
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We explamed it our AGM statement m Aprd 2007 that the finanaial benefit
of holding 2 new car franchise m smaller secondary retall locations s
oulweighed by the cost and complexity of its operation  Consequentfy as
part of our strategy we closed a number of our franchused locations during
the year and 1n most nstances transferred the busimess to one of our larger
adjacent sies The effect of thus s to reduce the number of stand 2one new
car franchise ponts and seduce our fixed overheads Of the programme we
set out last Aprik we have ceased operating at 21 of the 26 sites we had
dentfied at that ume as bemg margmal The 1emamnag businesses will be
closed orwold m 2008 In the second hall of the year we have also sold our

Dundee Ford operation and ratiwonalised our Cadillac network.

OQur markets

We saud 1n last year's statement that we saw the used car market as a major
growth area for us The used car market i the UK 1s roughly three umes
the size of the new car market [n the second half of the year we started
te roll out changes to our used car offer across the Group Broadly speaking
the mamn changes relate to moving our price banding to encompass older

lower value cars,

Our strategy of reducing the number of retal siles or moving to lower cost
locations resulted in us bemg able to sell 21 surplus propertes with cash
proceeds of £48 2 milion and profits of £17 4 mikon Over the past three
years we have reabsed £100 9 milion of proceeds and made profits of £300
milion from the sale of surplus properties

The UK velucle retalng market s our pnncipal one  Changes to new car
franchising rules m 2003 have freed up the market for franchised dealer
acquisiions and consolidation  Pendragon is the leading player in this
consoldatton The 1otal motor car pare i the UK now stands at around 30
nulien with annval sales of new and used motor cars of around 10 mihon
umts In 2007 the total number of new car registrations n the UK was 24
milion which was an mcrease of 2 5% over 2006 We believe that n order
to have achieved that growth in new car registrations manufacturers have
forced product nto the marhet wath the knock on effect that the nearly new
used car market has suffered The suze of the market for aftersales has grown
m lne with the car parc 1n the UK and tends to be less affected by economic
cycles 4s niotor cars requure regular mamtenance and repar lor both safety
and performance reasons In 2007 the group sold 338 0U new and used
cars Like for Iike our ynit sales were m Line with 2006, new unt sales were
down 0 9% and used were up i 1%

We operate a velucle leasing and contract fure busmess m the UK The
market became more price competitne for new business contracts m 2007

Our residual value policy cnsures we take a very cantous approach to future

Operauonal review

used car values and that has enabled us to mantan margns m 2007 although

our flect size did fall

We arc a large player i the commereial van and truck market n the UK
wiuch has emjoyed a penod of growth m line with the UK economy aver the
past few years and 15 around 0 4 million new umts per annum. The key area

w thus market 15 aftersales service which remamed strong i 2007

In the UK we have continued to build a presence in the market for dealer
management systems The market for these systems s primanly inked to
the number of lranchused dealers and s served by a relatively small rumber
of providers We mannly self into the UK although we see other countries
such as North America and South Alnica being additonal markets for our

products This will contue to be a good growth area for our business

We operate a niche division in Calforma ‘lhe USA car market was 16 2
rllion umts i 2007, down 2 5% on 2006 The brands we represent had a
mined year Land Rover helped by the mtroduction of the new Freelander
mcreased sales by 3 7%. Jaguar unis fell by 24 2% and SAAB fell by 10 0%

Our Group s structured operatonally 1o reflect the range of business acuvioes
we undertahe and we have five dstinat rading divisions. Support businesses
consist of leasing, parts wholcsale and software

A summary of revenues and operating profits by dvision ts summansed below

2007 2006
Revenue Operating Profit Revenue Operatng Profit

im fm £m £m
Stratstone 18987 303 19275 495
Fvans Hakhaw 26906 06 26245 536
Chatlields 1979 48 2004 61
Suppart Busmesses 1609 238 1489 200
Cahforna 180 3 16 2148 65
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Stratstane

Under our Stratstone brand we are the UKs
leading luxury motor car retailer with 161 retad
franchise ponts  Each locason retatls new and
used vehicles and undertakes aftersales service
and parts sales  Stratstone holds franchises to
seil and service Aston Martn BMW Cadiiac
Chrysler Jeep Corvette Dodge Ferran Honda,
jaguar Land Rover, Lotus Maseratt MINI Saab

Mercedes Benz and Volvo

Natonally the market for new velucle regstianons
for brands we represent in this luxury sector
mnereased by 43% The overall improvement
disguises some hug movements w ndradual brands
For example Jaguar was down almost 20% year
on year which has a dsproportonal adverse effect
as Stratstone has around 26% of new Jaguar sales
in the UK. In total our new car volumes were
59 % down on 2006 and our gross margus were
40% down on 2006 on a ke for ke bass The used car market across all
brands was more competiuve Our bhe for lke volumes were up by 1 5%
on 2006 and pross margins down by 13 9% year on year The dftersales

market continued to pedform well and we managed (0 mamtan gross margns
n this area

The spht of actviies within the Stratstone brand i detaled below showing the respectne share of revenue gross profii and the gross margins achieved

The relative proporuon of gross probit generated by acuwity 10 2007 was m
Line with last year Aftersales continued to contribute yust under hall of the
1otal gross profits. Trade sales represents cars sent to auctien which did not
fit the Groups sales profile Trade sales margins were down 1 ine with the

general market

The following mformation relates to total umits sold and gross profits per
umt. Total units sold consist of both new and used cars Gross profit per
unit 15 the margin achieved on sales before overheads and includes income

from finance and nsurance products
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Revenue Gross Gross Operating Operating

Profit Margin Profit Margn

£m fm % fm %

Exisung 18744 2393 128 334 18
Dispased 243 26 106 31 {127)
Total 2007 1,898 7 2419 127 303 16
Total 2006 19275 2556 133 495 26

Revenue at our exsting dealerships was m lne with the prior year The full
year effect of owning the ex-Vardy dealershups added £13 3 mllion whereas
the revenue from the dealers closed or sold fell £44 5 million The fower
revenue reduced gross profit by £3 8 milion. Like for ke new and used car

sales were down by 22%

The gross margin was lower m 2007 which resulted n gross profi being

down by almost £100 milbon The mam factors were the lower maigins

Our Story

Stratstone has a proud heritage dating back to 1921 Motor enthusiasts Undeaimus
Stratton and Emest [nstone estabished the company to offer unmvalled personabsed
SCIVICE (O IS customers

td.L Stratton Instone Limited formed in 1921
! Mssrs Stratton and [nstone went inte partnership and assumed control of
the Daimler Company s London premises This heralded the arrval of the
motor distnbution system as we know 1t today

Joseph Mackle assumes control in 1929

When our founders passed away Joseph Mackle a former engineer with
*3.ut Damler took control and renamed the company Stratstone Limued
Business bootns m Stratstone style .
Business surged lollowing the Yaunch of the Light 15 Damlers. Stratstone
extended its operations i England and Stratstone style became very much
what it 15 today

Number 27 Pall Mall London became a popular rendezvous for the growing
st of wealthy and famous customers particulacky as a butler served
champagne at a gven ume each mommg

The Stratstone Royal Connecuion
The Royal Warrant, first ganed 1n 182} was held by Stratstone until a
change of ownership i 1982

In the thutses slump 1 England the government considered that national
mterest ;n cars might be stmulated if the King had a new fleet. Stratstone
was commissioned to supply six new imouswes to King George V

Stratstone acquured by the Thomas Tuling Group i 1938

Following us acquisiton and with war becoming likely the leases on the
Pall Mall and Euston Road Prenuses were not renewed and the head office
was relocated to Berkeley Street.

vt

Stratstone change of venue during the war

Dunng the war the Berkeley Street showroom was requsitioned by the
Royal Aur Force As no cars were bewng manufactured, there was urgent
demand for large cars that could be converted to ambulances. The company
undertook these conversions while smaler cars were sold to the polce

13l
Hohijy
1870s
Stratstone expand n 1971
Stratstone expanded taking over a London service depot at Willsden
providmg a specialist service north of the dver

achieved on new and used car sales as already discussed. Margns m aftersales

remamed strong

Operatng profit fell by £192 mdlion. Over hall of thus arose from the lower
gross profit with the remainder prmmupally consisting of the increased rent
of £5 3 millon and the operating losses ncurred at the closed dealers The
closed dealers meurred operatmg losses of £3 1 millon compared
to a breakeven performance in 2006

Now as the UKs leadmg luxury automotive retatler Stratstone upholds the values
of 1ts founders and pndes itself on prownding the very lughest standards of quality
service in Stratstone style

James Smulie takes the helm
Throughout the 1970s rapidly nsing nflation i England took its toll and
tough measures had to be taken to cope with its effect on Stratstone A
fleet sales department was set up w 1973 to supply kmousmes to top
compames embassies and foreign govemments together with the special
requests of the funeral profession.

LT
James Smillie the Managing Director successfully acquued the equity and
in 1982 Stratstone Liruted became a private company afier a break of 46
years

Stratstone sets the standard

1988 saw the largest and most advanced service centre n Bntan open at
Grays Inn Road London WCI There were 24 work bays covenng an area
of 279 square metres and occupying two floors with a retad and trade
counter

Stratstone commenced work to completely refurhsh the Berkeley Street
showroom The decor reflected the elegance of bygone days and st the
same tme complemented the image of the hgh quality modemn products
it represented thus Stratstone style has been an aspect of the brand that
"9~ has been mantaned to ths day
Stratstone has national coverage
Inn 1992 Stratstone grew through acquisiion to become the largest huxury
retaler i the UK
s
Stratstone today
The Stratstone brand sis proudly alongside over 20 of the world s premum
automotre manufacturers Stratstone dehvers fantastic products and
outstanding service 1 our unxjue Stratstone style showroom environments.

Stratstone has nauonal coverage and this scale affords the group great

opportunities to share its best pracuce and expertise of the luxury and
specialist car markets and offer the Stratstone expenence countrywide”

Stratstone.com

Fendragon PLC_Annual Report 2007
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Evans Halshaw

Under gur Evans Halshaw brand we are the UKS
leading volume motor car retaler with 161
francluse pownts Evans Halshaw holds Iranchises
to sell and service Chevrolet, Citroen Fiat Ford
Hyunday, hua, Nissan, Peugeot, Renault, Suzuki and
Vauxhall

Nauonal new velucle regstrations for brands we
represent m the volume sector mereased by 19%
Our principal brands, Vauxhall and Ford, saw
1egutrations increase by 98% and 13% respectnely

The aftersales market performed satisfactorly

The mx of business was reasonably stable year
onyear Duffcult market conditions caused new
and uwsed margns (o [all and u increased the losses
we suffered on trade cars which represent cars
sent to auction whuch do not it the Groups sales
profile

Altersales continues to contnibute a significant propartion of gross proft and

merpans Motor vehucles are regulacly serviced and repared to ensure salety

and performance standards and importantly to protect ther resale value

econonuc cycle

Aftersales therefore plays an tmportant sole in muigatng the effect of the

The spht of activities within the Evans Halshaw trand o detaded below showmg the respective share of revenue gross profit and the gross margins achieved

2007
Gross Margin % 2007 2006
New 55% 60%
Used 15 5% 16 0%
Aftersales 556% 540%
Trade/Wholesale 0% (06%)
Gross Margin (%) 12 4% 132%
New & Used Unuis (000) 256 6 2460
PPU (£} 764 824
Revenue Gross Gross Operaung Operating
Profit Margin Prolit Margin
fm £m % £m %
Exisung 25735 3194 124 378 15
Acquired 526 87 166 {13) (24)
Disposed 645 59 91 (59) 92)
Total 2007 2,690 6 3340 124 306 11
Tatal 20006 26245 3460 132 536 20
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fn the exisung business excluding those acquired m 2006 we increased
revenue by £50 4 millon manly within our Ford and Vauxhall dealershyps
The addions we made to our dealershup portfolo m 2006 have contnbuted
a further £97 6 milhon of revenee wluch has been offset by the reduction
in sales of £1355 mulhion from the year on year mpact of disposals and
closures The acquired businesses revenue m 2007 adds £526 mudbun wiuch
consist of ex Dixons sites The addibonal revenue added £8 7 million to

gross profit  Like for bke new and used vehicle sales were up 06%

Gross margin riduced by 08% eguivalent to a gross profit reducton of
£207 mulbon. The mam faclor was the lower margins aclveved on new and
used car sales

1920 5
Evans Halkshaw began e as two separate companses, P | Evans and the Halshaw Group

P ] Evans was lounded by the man of the same name i 1927 The nudlands based
group quckly established a strong par tnership with Jaguar and Sw Wilam Lyons i the
19205

When Evans was ragically kifed m an aerophne acadent m 1852 two of s lormer
associates Steeley and Rodway took over the running of the company

1940 s

In 1945 and after the disruption of the Second World War, Steckey and Rodway acqured
Broad Swreet Moters and with it a Rolls Royce and Bentley franchise In 1947 they
became Isted on the Brmmgham stock exchange

1960 s

P [ Evans businesses flourshed s the post war years and this led to some small but
sigruficant acquisiions n and around the medlands 2rea durmg the 1960 s The Jaguar
businesses in particular were thrving i the post war boom

1970 s

By now P | Evans was very successful but also a relauvely small company and after
courtship by several other automouve retallers, the company was Enally acquired by
LCP {(a mudtands-based property and coal dstribubon conglomerate ) Fur ther expansion
occurred in 1977 when the group acquured its first Ford dealershup in Gwent, followed
by a further four Ford sites In 1978 perhaps the most unportant milestone 1 the
hotory of the group occurred the Hakhaw Group, a private automouve retaller, was
purchased prompting a change In the companys name to Evans Halshaw

Operatng proft fell by £23 0 milion The reduction i gross profil accounts
for yust over half of the movement in operaung profit. The remamder anses
from higher rents ncurred i the Evans Halshaw diwsion, the ddutive smpact
of acquinng the ex-Dixon businesses and the impact of the clasures we have
made These increases m costs have been oflset by the savings we have
achieved through the combinaton of the Pendragon and Vardy structures
The closed dealers generated losses of £59 milion n 2007

Fvans Halshaw brand recogniion has increased significantly durmg the year
and 1s now the most popular dealership nternet se for new and used car
enqunes [n the Last twelve months there have been nearly four millon vsits

Lo the website

1980's

The early 19805 was dogged by recession and was a dificult ume for the Britsh motor
trade but Evans Hakhaw kept on expanding, the group now had a £100 million a year
turnover and had taken on Vauxhall franchises to add to the Ford Rolls Royce and
Bentley brands. In 1985 amsdst a backdrop of mounting debt and ever more ddBeuli
trading condit:ions LCP were looking for a way out of the Bruish motor industry A
management buyout was launched by Peter Green, Geoll Dale and Anthony Archer
for £9 million. [n the late 19805 the group acquired two Peugeot outlets, several iveco
truck dealerships and yot more Ford [ranchuses

1990 s

Throughout the 1990's the UK motormg industry was going through a penod of mass
consolidaton and 1t was dunng this penod that Pendragon PLC acquired the group for
£83 7m crezung the largest avtomotrve retaler As a result of further acquitions
Pendragon had sgndicant representabon nabonwide of all the leading volume mamdacturers
and decided that the wel establshed Evans Halshaw brand would enhance the choe
and value customers had grown to expecl. In the kst decade Evans Halshaw has grown
through further acquisiwons and the strengthensng of long term relatonshups with s
chosen manufacturers.

Today
The Evans Halshaw brand now has nauonal coverage and ths scale affords the group
great opportumiies to share us best practice and expertise countrywide

Today P| Evans would surely be proud that the company he started m 1927 has
prospered Evans Halshaw continues to defiver what customers want by providmg a
umque personafised servce with exceptional chowce and value

Evanshalshaw.com

Pendragon PLC_Annual Report 2007
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Chatfields

Under our Chatfields brand we sell and service commercial vans and trucks
m the UK with 21 franchise pomts Chatfields halds franchises to sell and
service lveco, DAF and LDV

The market for new truck sales m 2007 was down by 8 7% overall whereas

the van market was up 32% The truck market was alfected by supply
shortages durmg the year due to high workdwide demand lfor heavy trucks
Order books reman strong which would suggest buoyant commercial vehicle
demand ths year although we expect that supply constramts will reman an

siue

The sphit of actvities within the Chatfields brand 15 detaded below showing the respective share of revenue gross profit and the pross margins achieved

Revenue Gross Gross Operating Operaung

Profit Margmn Profit Margin

£m fm % fm %

Exusting 1942 261 134 50 26
Disposed 37 07 196 02} 52
Tetal 2007 197 9 26 8 135 48 24
Total 2006 2004 278 139 61 31

Over two thirds of gross profits i this desion are demed from the aftersales
actvity This tends o be a hugher proportion than m the niotor car divisions
because of the shorter service mtervals required for commercial vehicles
and the use of overmight serviang in many of the locations Gross margins
for new and used velucles were down on 2006, reflecting a kigher van mx
plus the mpact of the disposal of our two MAN ERF sites

The results for the truchs division have been satsfactory alihough truck sales
were down due 1o supply constramts In total ke for lke sales are m bne

with last year with mcreased van sales although this has diuted gross margm

The eperating profit s down £1 3 millon This 1s due to the reducton n
gross profit and the diution caused by the two disposals
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Leasing

We operate under three separate brands for vehicle leasmp and contract
ture The brands are Pendragon Contracts Bramall Contracts and Vardy
Contract Motonng. Each offers a range of leasing and contract huire products
mainly to the small corporate and fleet market and to local authortves

The market ;n which we operate s predomnantly fleet szes of up to 1000

The existing vetucle fleet reduced slightly to 17,600 units wath an average
lease period of 30 months Profits are manly generated through the sale
of the velucles at the end of the rental period and have improved on last
year 25 we have reduced our exposure to 12 month contract business, which

has histonically had lower returns

elucles
Revenue Gross Gross Operating Operating Fleet
Profit Margm Profit Margin numbers
fm £m % £m % 000s
Total 2007 472 130 275 103 217 176
Total 2006 443 121 273 96 217 182
Quickeco

The market for pacts sales via the mdependent wholesaler has been syguficantly
improved by changes to the frauclising laws n the UK whereby franclused
dealers need no longer source all thewr parts from the franchsor Under our
Quickeo brand we operate an mdependent genume parts wholesale business.
Quickeo has a national busmess with a fleet of 180 vans making 60 000

deliveries per month on a nexl day or same day basss.

reduce the profit of the Quickco division in 2008 Lookmg forward, we aim
to replate the Ford business by expanding our product range and budd on

our other franchise celatronships

We are pleased with the results of Qusckeo which despite a fall n gross

margin has increased 1ts operatmg profit through good control of operating

costs

Currently 75% of revenues come fom Ford related busmess. Ford s currently

reling aut a new distubution network for ther OEM parts and this will
Revenue Gross Gross Cperaung Operating
Profit Margin Profit Margin
£m im % £m %
Total 2007 811 202 249 54 66
Total 2006 792 202 256 50 64
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Pren ood

Under our Pnewood brand we are the UKs
thurd lacgest provider of software solutons 1o
the retal motor industry The principal product
s Pinnacle which 15 a web enabled dealer
management system designed with manafacturer
nterface and modules for velucle sates and
marketng aftersales and bookkeepmg and
accounts generaton The market for technalagy
solutions i the industry contmues to grow
espeaally for software packages wiich are ample
to deploy and requre nununal traning

Under the CFC brand other products are sold
which nclude Deet and workshop management
solutons Currently CFC lias customers i over

20 countries

Revenue Gross Gross Operaung Operating

Profit Margin Profit Margin

£m £m % £m %

Total 2007 325 173 530 81 250
Total 2006 254 152 598 53 210

The operating profit of Pmewood has increased to £8 1 mibon The merease e first overseas installation In South Africa 5 now complete

n revenue reflects the further roll out of Pinnadle across the Group At the

end of 2007 we had over 13000 Pumacle user licenses tn place up from  We have a development team of 40 which s actively working on existitg

7000 at the end of 2006 w over 600 dealerships in the UK. About 40% of  and new products Qne of these new products Contract Manager 4 15 an

the licenses have been sold to third party dealers with the balance bemg  updated product designed for the Contract Hire market and was launched

uscd by the Group The Pinnacle product was launched four years ago and  durng the year

sales arc cuntmuing to gatler momentem

10
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Califorma

At the end of the year the Califormia business
consisted of 11 franchises i Southern Cahfornia
which operate franchises for Jaguar Land Rover
Aston Marun Saturn and Saab sales pomnis

The spht of actmtes withi the Califorina market s detailed below showing the respectine share of revenue gross profit and the gross margmns achieved

2007

Gross Margin % 2007 2006
New 110% 108%
) Used 75%  75%
Altersales 511% 515%
Trade/\Wholesale (1 4%) 04%
Gross Margin (%) 16 0% 157%
New & Used Uruts { 000} 60 65
PPU 1£) 2497 2728

The gross profit splits show a similar pattern to those n the UK for after

sales which contnibute just under hall of the gross profits A sigmficant

emphasts on new car sales m this market

dfference Is the lower proportion of used car gross profit due to a tradilonal

Revenue Gross Gross Operatmg  Operating

Profit Margin Profit Margmn

fm fm % fm %

Total 2007 1803 288 150 16 26
Total 2006 - 2148 336 157 65 30




Operational and Business Review conted

Peodragon PLC_ Ansual Repart 2007

Revenue has fallen as we have reduced the number of locauons At the end
of 2006 we exited two loss making deaterships Lincoln Mercury Irvine and
SAAB Scuth Bay We also closed one satellte Jaguar dealership These
locattons contribuied £22 6 mdlion of revenue i 2006 The reduction i
gross profit 15 all attnbutable to the lower sales

Against the nanonal picture our sales performance has been good New
and wsed umi volumes have been maintamed although the change in sales
mux has also resulied in lower revenue and profit per umit. In the previous
year we achieved higher sales numbers and strong profit per uwt on the
Range Rover Sport which has shown a decine n 2007 At the sane nme

we have sold more units of the lower prced Freelander model '

Germany

Operatung margms have fallen Our Mission Viejo site has incurred a higher
level of operatng cost follwing ds redevelopment bast year This redevelopment
ako contnbuted to a perod of disruption (o trade which wifl (ake some
ume to recoser from. The greenkeld addiuon of Saturn has also been diutve
with an operating loss of £0 4 milbon 1n the second half of the year

On 1 February 2008 we sofd our remainmg SAAB dealership in Santa Monica
The proceeds of $2 2 mibon cover our current mvestment w the SAAB
franchise We will complete the development of our New post Beach operavon
in the first quarter of 2008 This ste will represent Aston Mar tn, [aguar and
Land Rover n a key market area. The launch in spring of the new Jaguar XF
should also provide a fresh impetus to the Jaguar brand n the Californian

marhet

We completed the disposal of our German deale rships at the end of Jung
2007 The net proceeds of the sale were £6 0 wullon Durmg the year we
made a loss m Germany before tax of £1 6 mulon (2006 £13 muthon loss)
and a further Joss on disposal of £0 5 mihion The German busiiess has becn

IT rofl vut and shared services centre

reclassified as a discontinited operagson 1 the mcome statement and 1its
results are therefore excluded from the continung busmess, The comparatives

have been shown on a similar basis

Our scale allows us to nvest m information technology solutions and to use
a shared services husmess model Over the last year we have implemented
104 new Punacle systerus n gur own dealerstups which humgs the total
number of Group mstallavons 1o 323 Our shared services centre now has

Praputy

a team of 430, shightly up on last year provding a range of services to around
two thirds of our Group includma call centre and accounting The financial
benelits for the Group are allocated 1o the divisions for wlich they perfonin

the services

Our strategy 1s to ensure the maximum utisation of property assets by
maxtnsing throughput that surplus propertics are disposed of so as to
maxumse proceeds which may mvole a change of use and to unhse our
praperty joint venture structure where appropriate i order fo release cash

to be uvusted m higher yelding busmess asscts

At the year end we held £33 7 million of feehold propertes on the balance
sheet plus £597 mulhon of properties held for sale Our property joint
venture 15 a flexible structure m which we have 2 51% cconowue interest and
it holds £3700 milbon of property The jomnt venture structure aflows us to
substitute propertes on a ke for ke bass  Dunng the year we pad rents

Cash flow

to the joint venture of £23 1 milkon which 15 offset by a lower bank mterest

charge and lower depredanon

In 2007 we disposed of 21 properties which were operationally surplus to
requrements This resulted m proceeds of £48 2 mifion and profits of £17 4

mmulhon

Three properties were sold after our December preclose statement ncreasmg
the anpual proft achieved W cusrently have surplus properties under offer
with estunated proceeds of £26 8 million and a book valee of £18 2 mudlion

Qur borrowings as at 31 December 2007 were £332 0 mullon compared
to £3697 mdlon at the end of 2008 Gearing was 97 8% compared Lo
120 8%. At the ume of the Vardy acquusiton, in early 2006 we said our target

would be to reduce our borrowings (o more normal levels by the end
of 2007 We were at the upper end of our target range at the end of the

year and will be seeking further reducuons m debt over the coming year

12
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The cash lows ofthe business are summarnsed as falows

fm 2007 2006
Cash generated from operauons 160 0 2194
Net mnterest paid (632) {67 2)
Tax {48) (242)
Replacement capital expenduure (597) (438)
Fiee cash NMow 323 842
Acquisitons (342 (5702)
Disposals 688 3129
Dmidend {254) (17 4)
Other (38} (22)
Reductton / {inciease) in net debt 377 (1927)

Cash flow generated from operations was £160 ¢ mdlion, which compares
with £2194 nufion generated in 2006 Thus 5 made up of two key components.
operatng profit and workmg capital movements The operating profit element
after adding back depreciation, mtanpble charges and property profits was
£152 6 miflon down £53 6 nilion oa the £206 2 millon m 2006 In respect
of working capital there was a net reduction of £7 4 millon, and thus s stated
alter £18 9 mubon cash payments made to reduce the defiat n our pension
schemes [n 2006 we reduced workng capital by £13 2 milkon  Net witerest
paid has reduced year on year This reflects the lower amount of mterest
cost m the year on the reduced level of borrowings

Replacement capital expenditure was £59 7 milkon which includes plant and
machmery, fixtures and fittngs and motor vetucles (2006 £43 8 milkon)

Finanuing costs

Lxpenditure on plant and machinery and fixtures and Gttings was £15 8
milon, up skghtly on the £11 5 ullon m 2006 The balance of the expenditure
of £439 milion (2006 £32 3 millon) 1s i respect of motor vehicles used
cither for our contract hure fleet or for service loan cars for our customers

Acquisibons nclude the ex-Dixons dealerships purchased during the year
£163 multon {2006 £526 8 nulhon) mvestment 1 jont venture £0 2 millon
(2006 £151 milon) and property developments of £17 7 miflon {2006
£28 3 mullon) Business disposals rased £206 nullon m 2007 {2006 £23 1
mthon), which rclated to the sale of mne dealerships  Surplus property
disposals raised £48 2 awlhon (2006 £289.8 milion, which includes property
disposal to jount venture}

The total net nterest charge for the year of £60 1 mdion inciudes bank

mterest vehicle stockng charges and IFRS finance income of £28 8 milion

VAT

£32 9 nulbon and £16 milkon respecuvely Cover for bank mterest was 2 1

times compared with 29 umes in 2006

In commion with other conipanies m the industry the Group s 1 discussion
with HM Revenue and Customs over a number of ssues arsing from recent
developments m case law the (reatment of paral exemption witlin our
{inance and msurance operations and the VAT 1reatment of sales of velucles

to certan disabled custoniers

Qutlook

Additional amounts of VAT recewvable and payable may be recognised in
future penods m relation to these outstanding matters and although these
amounts, If any could potentially be significant it s not possible at present
to quantfy them Accordingly no gam or loss has been mcluded m the 2007

financial statements

I 2007 we repositoned our customer proposibon with lower priced used
cars and reduced our exposure to nearly new cars where values have been
adversely affected by deflanonary pressure [rom lower new car transaction

prices We also identsfied margially profitable sites the bulk of which were

Trevor Finn

(=

Cheel Executine
20 February 2008

closed last year and we withdrew from the loss making Gesman sarket
The cost of these closures was taken last year Consequently we are now
betier placed to face the challenges in what remams an uncertain market
n 2008
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The directors present thewr annual repart and the audited financial statements for the year ended 31 December 2007

Results and dividends

The results of the Group for the year are sel oul i the Inancial statements
on pages 39 to 83 The directors recommend a final dwdend for the year
ended 31 December 2007 of 20 pence per ordinary share Together with
the intenm dvidend of 20 pence per share pad to shareholders on 5 October
2007 this brings the toal dividend for the year to 4 0 pence per share

Review of Operations

Subject to approval at the Annual General Meeting, the final dividend will be
paid on 7 May 2008 10 shareholders appearing on the register at the close
of business on 4 Apnl 2008 Total dvidends amount to £25 4 millien, leaving
retained profit for the year of £157 millon Mavements in reserses are set

out i aote 21 to the financial statements

A detaled review of the Groups zctvities and future developments s
presented m the Operational and Business Review on pages ¢ to 13 In

additon to the acquisition of 19 franclused motor car dealerstups from Dixon

Motor Holdings Linuted (in admumustrauon) m August 2007, the following

busmesses were disposed of during the year ended 31 December 2007

Business Locauon Franchuse Date Status
2007
Evans Halshaw Hartlepoc! Vauxhall January Disposal
Evans Halshaw Paistey Fiat February Disposal
Evans Halshaw Glasgow Fiat February Disposal
Evans Halshaw Llantrisant Ford February Disposal
Evans Halshaw Motherwell Vauxhal March Drisposal
Evans Halshaw Castleford Vauxhal Aprl Disposal
Chatfields Leeds MAN ERF May Disposal
Chatfields Hull MAN ERF June Disposal
Evans Halshaw Dundee Ford August Disposal

Business Review

Certain information required by the Companies Act 2406 to be included
m the Directors Report 1s (ontamed m the Operational and Business Review
Report on pages 2 to 13 The Operatonal and Business Review principally
covers the development and performance of the business and the external
environment  Other requisite disclosures are contamed within the Directors’

Puncipal nsks and uncertamiies

Report which includes the principat nisks and uncertanties affecting the
business and corporate soual responsibility 1ssues The company has not
disclosed certam specific non financial Key Performance Indicators m the
abscnce of relevant measures that have been momtored corsistendy over

the past two years This wilt be addressed gomng lorward

We have set out below certam risk factors that we beleve could cause. our
acludl future Group results to differ matenally rom expected results However,
other factors could dlso adversely affect the Group results. Accordngly the
factors set out below are not mtended to represent an exhaustive Int of

all potenual nsks and uncertainties The nisk lactors vutlned should be

Busmess conditions and the general economy.

considered in connection with the statement on iternal control and nisk
management in the Corporate Governance Report on pages 21 to 26
Heailth and safety s addressed within the Corporate Social Responsiblity
Report on page 28

The profitability of Pendragons businesses could be adverscly aflected by a
worsemng of general economue conditions m the Umited Kingdom  Factors
such as unumployment the level and volatiity of equity markets mterest
rates, inflation, action taken by the UK government relabing to the
taxaton of engne emssions or fuel for cars and the avalabslity and cost of

credit could sigmficantly affect the market for the sale of new and used

velucles In the case of new car sales, durmg a penod of economic downturn
there 15 bkely to be an gversupply of vehicles leadng to reduced margins
Whilst a short term worsenmg m econome conditons n the United Kingdom
should not sgmificantly adversely unpact proftability m our aftersales business,
a sustained downturn over a number of years would be likely to lead to

reduced profits in this area
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Franchise agreements

We operate [ranchused motor velucle dealerships Franchises are awarded
t0 us by the vefucle manufacturers Fadure o contmue o hold franchises

could result i a sgnificant reduction i the profits of the Group as this would

Vehicle manufacturer dependencies

end us nphts to source new vehcle stock duectly io sell teo perform

warranty repars and disptay vehicle manufacturer trade marks.

We depend on the velucle manufacturers financial conditon marketmg,
vehucle design production and distribution capabibies reputation, management
and industral relations  Although we do not depend on any single vehucle
manufactures, a falure by a manufacturer in the areas noted could lead to

sygnificant losses especially n the case of the msolvency of a manufacturer

Ligwidity and financing

Velude manufacturers provide sales mcentive warranty and other progranines
that are ntended to promote new vehile sales A withdrawal or reduction

in these programmes would have an adverse impact on our busiess

Liguidity and Bnancmg rsks relate to our abiity to pay for goods and services
required by the Group lo trade on 4 ddy to day baws Ve have two man

sources of financing facilitics from banks by way of commutted borrowing

Regulatory compliance nisk

facihties and from supphers by way of trade credit A withdrawal of Enancmg
facibties or a falure to renew tem as they expire could lead to a significant
reduction i the trading ability of the Group

The Group 15 subject to regulatory compliance rish which can arse from a

falure 1o comply fully wath the apphcable laws regulations or codes

Competition

Non compliance can lead ta fines cessation of certam business actwities or

pubbc reprimand

We compete with other fianchised vehile dealerstups private buyers and
sellers mteznet based dealers mdependent service and repar shops and
vehicle manufacturers who have entered the retal market We compete for
the sale of new and used velucles the performance of warranty repars non
warranty repars routne mantenance business and for the provision of spare

parts The printipal competitne factors n service and parts sales are price,

Reliance on cettaun members of management and staff

utihsation of customer databases famuanty with a manufacturer s brands and
models and the quality of customer service \We also compete with a range
of financial mstiutions m arrangng finance for velicle purchases Sume of
our campettors may have greater resources and lower overhead and sales
costs Tiis could Jead o ow lalure to be able 1o compete and result i a

reduction m cur profitabdity

The Group 1s dependent on members of its senior management team and
skilled personnel and the future financial well bemg of the Group could
depend 1n part on our ability to attract and retamn ughly skiled management

and personnel The loss of the seriese of a number of such mdmvdudls could

Failure of wiormation systems

have a matenal adverse effect on 1he busmess Additionally, f we fal to recewt
and retan skited stafl & may not be possible to contmue {0 grow the Groups

businesses

Our busmesses are dependent on the efficient and sninterrupted operation
of our mformaton technology and computer systems which are vulnerable
to damage or tcrruplion from power luss telecommunicauons fadure
s.abotagc vandabsm or sunilar misconduct Whilst we have put m place

Reliance on thie use of sigmficant estimates

contingency and recovery plans m erder to tutigate the impact of such
falures 1t can never be cerlam that these plans could cover every cvantualty

or situatien

The compary cnters nto keasmg arrangements whereby it agrees to repurchase
vehicles from ther lessecs or providers of lease finance at the end of the
lease agreement which s typically two to four years m the future The
repurchase price 15 determuned at the tme the agrucment is entered into

based on the then estunate of a vehicles future residual value The actual

value of the velucle at the end of the lease contract and therefore the profits
that the company can realise from the velucles eventual sale could vary
materially from these estinates due to changes n either the popularity or
the rebability of the brand
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BDicectors

The directors of the company are bsted on page 14 Details of the terms of
appomtment and notice period of each of the current directors, appear in
the Remusneraton Report on pages 29 10 36 The Combmed Code and the
Companys Articles of Assoaauon require directors to reure by rotation or
it the case of non executne directors who have served more than nmine
years annually The crcular to shareholders describes the busimess of the
Annual General Meetng and includes detads of the directors proposed for
re election  Following the performance evaluation of indwvidual directors, the
Chairman has confirmed that the non executive directors standing for re

election at this years AGM contmue o perform effectively and demonsizate

commitment to their roles The dicectors in question are Mr M 5 Casha

Mr D R Forsyth and Mr M ] Le May each of whom, bemng ebgible will stand
for re election  Each of the non executive directors Sir Nigel Rudd Mrj H
Holt Mr D A L foyce, Mr MT Davies and Mr M | Le May counsiders that he
has sufferent ume to commit to the Companys affars notwithstanding bus

other business commitments and has no conflicting interests

At no ume during the year did any of the directors have an interest i any
contract with the Group The mterests of the directors n the share capual
of the company, other than with respect (o options to acquire ordnary shares

{which are detaded 1n the Direciors Remunerauon Report) were as follows:-

Ordinary Shares of Nature of hold:ng 31 Deecember 2007 31 December 2006
5 pence each Shares Shares
TG Fnn Beneficial 16 514 996 14711905
Sir Nigel Rudd Benefical 11000 000 9400000
M S Casha Benetoal 5101,972 4466010
W W Rhodes” Benefical 3283 360 3283810
D R Forsyth Beneficial 1865,439 1 582,400
H C Sykes Beneficial 1,844 662 1 637 500
MT Dawvies Benefical 150 000 100,000
] H Holi Benebical 125000 125000
DA LJoyce Benelical 50000 25 000
M| Le May Beneficial 19,000 19000

17

*MrW W Rhodcs retred ftom the board on 31 December 2607

[hese shares include the investinent shares the executive directors hold m
the 2006 Long Term [ncentive Plan ("LTIP"), 2007 award purchased on the
15 March 2007 {further detals of whieh appear o the Directors Rermuneration
Report)

Appontment and replacement of the company s directors

There were no changes 10 the directors interests shown between 31

December 2007 and the date of this repart

The rules for the appomtment and replacement of the company’s directors
are detaded in the company s Articles of Association  Directors are apponted
by ordmary resolution at a general meetmg of holders of (;r(ilnar) shares
or by the Board either 1o fill a vacancy or as an addition to the exstng

Powers of the Company s directors

Board The appumtment of non execuuve directors s on the recommendation
of the Nomnauon Commitiee the procedure s detatled i the Corporate
Governance Repuort at page 23

Subject to the Company s Memorandum and Articles of Assoniation, relevant
legistation and any directions given by special resolution the Company and
its group s managed by its Board of directors The directors have been
authonsed to allot and issue ordinary shares in heu ol some or all of the
dmdends and to make market purchases of the Company s ordinary shares

These powers are exercsed under authority of resofutions of the Company
passed al its Annual General Meetng  Further detais of resolutions the
company is seeking are set out in the explanatory notes (o the notice of
Annual General Meeung,
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Directors mndemmities

The Companys Articles of Assoctation permut the Board to grant the drectors
mdemnettes o relation to ther duties as directors in respect of habilives
utcurred hy them in connection with any negligence default, breach of duty

or breach of trust i relation to the company [n ine with market pracuce,

Compensation for loss of oftice

during 2007 a deed of mdemmnity was granted to each director incliding
provisiens 1 relation to duties as directors of an assocated company qualifymg
third party indemnity provisions and protection agamst dernative actions

In the cvent of an executve directors cinployiment with the Company beng
te rmnated as a result of a take over offer or otherwise 50% or more of the
Companys 1ssued share capital being aquired he v entitled to recenve from
the Company 4 sum cquvalent to 075 times bis salary which applbed
mamediately before the take over event 075 umes his avadable bonus and
a sam equal to that proporuon of the avalable bonus which the expired
part of the measurement penod for aunual bonus bears to the whole of

such measurement period

In the event of a non executve directors employment with the Company
bemng termmated as a result of a take over offer or otherwise 50% or more
of the Company s ssued share capital bemg acquired, he 15 entitled to one
fimes his annual director’s fees at the rate prevaling immediatehy before the
take over event In addibon, where a non executive director has elected to
recerve part of his fee 1 the form of vehicle provision, he will be entitled to
recene ane tunes the annual cost of the provision and one tumes the anauat
cust of the insurance and road tax for such vehicle provision i the event

of a take over

Sigmheant Direct or Indirect Shareholding

At 8 February 2008 the directors had been advised of the followmg mterests m the shares of the company

Shareholder Shares %
Pioneer Investment 41809713 637%
Deutsche Bank AG London 38504371 587%
AXA Framhngion Group Limied 36335170 554%
Jupiier Asset Management (UK) Limited 34972189 533%
[P Morgan Chase Bank 33343532 508%
AXA Investment Managers UK Limuted 31156097 475%
Legal & General Inv Management Lid 30,609 048 467%
F&C Asset Management 26545702 405%
Barclays PLC 24834226 379%
james Capel Nommees 22,343,129 341%
MF Global {formerly Man Financial Linited) 21715499 331%
Schroder Investment Management 21049906 321%
Barclays Global Investors 19877,588 303%

Share capitat

As at 31 December 2007, the ssued share capital of the company comprised
a sngle class of share capital which s dwided into ordmary shares of 5 pence
each Detads of the share capital of the Company are set out m note 20 to

the accounts on page 71 The Conpany issued no shares during the penod

Rights and oblygations attaching to shares

under review The nghts and obligauons attaching to the company's ordinary
shares are set out below and in the company's Articles of Association, copics
of which can be obtaned from Comparses House in the UK or by writing

to the Company Secretary

Subject to apphcable statutes and other shareholders nghts, shares may be
usued will such rights and restricuons as the company may by ordinary
resolution deaide or if no resofution has been passed or so far as the
resolution does not make specidic provision as the Board {as defined n the
Arucles) may decide

Holders of ordinary shares are entnled to attend and speak at general

meeungs of the company to appomt one or more proxes {and if they are
corporalions corporate representatives) and to cxercise voung rights
Holders of ordinary shares are entitled to recerve a dwvidend Ordimary
shareholders are entitled to recene a copy of the companys annual report
and accounts Subject to meeting certam thresholds holders of ordimary
shares may requisition a general meeting of the company or the proposal

of resolutsons at Annual General Meetings

18
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Young rights restnctions on voung nghts and deadlmes for votmg nghts

Shareholders {other than any who under the provisions of the Arudles or
the terms of the shares they hold are not enutled ta recewve such notices
from the company) and the Companys audntars have the right to recewve
nouce of and o attend and to vote at 2ll general meetings of the company
A resolution put to the voie at any general meeting 5 1o be deaded on a
show of hands unless {(before or an the declaration of the result of the show
of hands or on the withdrawa! of any other demand for a poll) a poll 1s
properly demanded

Cvery member present i person at a general meeung has, upon a show of
hands one vote for every 5p nommal amount of share capatal of which he
s the holder In the case of jouit holders of a share the vote of the member
whose name stands first in the register of members 15 accepted to the
excluuon of any vote tendered by any other jont holder Unless the. Board
deudes otherwwse a shareholder may not vite at any general or class meeung
or exercise any nights in relation to meeyngs while any amount of money

relating 1o his shares remams outstanding

A member i enttled to appomt a proxy (o exerase all or any of therr nghts
1o attend and speak and vote on therr behall at a general meetng Further
detals regarding voung at the Annual General Meetmg can be found n the
notes 1o the Nauce of the Annual General Meeung  Details of the exercise
of voung nghts attached to the ordinaiy shares held by the Employee Benefit

Trust are set out n the secton enitled Shares held by the Pendragon
Employee Benelit Trust below None of the ocdinary shares weluding those
held by the Employee Benefit Trust, carry any special votmg nights with regard
to control of the company

To be effectne electrome and paper proxy appomtments and votug mstructons
must be receved by the companys regstrars not later than 48 hours before

a general meeung

There are no restrictions on the transfer of ordinary shares in the company
other than certam restrictions which may be imposed pursuant to the Arucles
of Associauon of the company certain restnicuons which may from time to
time be imposed by laws and regulauons (for example in relavon o msider
dealing), restnictions pursuant to the companys share dealing code whereby
dwectors and certan employees of the company require prior approval to
deal in companys shares and where a person has been served with a
disclusure nouce and has laded to provide the company with mformation

concerning the interests i those shares

The Company 1s not aware of any arrangemenis or agreements between
shareholders that may result m restricions on the tiansfer of ordinary shares

or on voung rights

Repurchase of shares
Detalls of movements in the companys share capital are piven in note to
the financial statements The company has not repurchased any of its own

shares during the year The authonty to purchase the companys own shares

Team Member Sharesave Scheme

1s exercised only if the diwectors expect it to result 1o an increase in

carntngs per share

The company has encouraged employee share ownership through the
provision of a save as you earn (SAYE) scheme admaustered by the Yorkshire
Building Society {the "Pendragon 1398 Sharesave Scheme™)  As at 31
December 2007 1728 team members participated in the scheme Share
oplons are excrasable by partiapant teaim members upon expry of a 3

Shares held by the Pendragon Employce Benefit Trust

5 ot 7 year savings contract, at a pre determined option price

Full details of options remamng under this scheme can be found i note 28
to the Gnancil statements on page 75

‘The company estabhished an Employee Benefit Trust m June 1999 with [mestec
Trust (Guernsey) Limted (formerly Gunness Fight Trustees Sard) As at 31
December 2007, the trustee held 20 372,236 shares, representing 3 11% of
the total issued share capital at that date, wlich are used to sausly opuions
under the Pendragon 1999 Approved Executive Share Opton Schente, the
Pendragon 1999 Unapproved Executive dhare Opuion dcheme and the
Pendragon 1998 Sharesave Scheme The vouag nghts in relanon to

Arucles of Association

these shares are ordiarily exercisable by the trustee however these nights
are waved and the trustee does not vote the shares held

During the year 1 746,159 shares with 2 nominal value of £87 307 05 were
transferred to benefliciaries of the Sharesave Scheme the 1999 Approved
Executve Share Option Scheme and the 1999 Unapproved Share Option
Scheme by the trustees of the Employee Benefit Trust

The companys exstng Arucles of Assonauon (adopted by specil resolution
passed on 3 June 1991 as amended by specidl resolutions passed on 24 Aprid
1998, 2 May 2000, 15 April 2004 and 28 April 2006} may only he amended
by special resolution at a general meetmp of the shareholders At the Annuaf

General Meetmg to be held on 25 Apnd 2008, a special resolution wil be
pat to shareholders proposing the adoptton of new Articles of Association
A summary of the key proposed changes s endosed with the explanatory
notes to the Notice of Annual General Meetng.
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Sigmficant Agreements

‘The Company has entered imo a number of significant agreemenis which

ordinanly would be termunable epon a change of control of the company

» Franchise Agreements  our dealerships operate under franchised new
vehide dealer agreements and authorsed repawer agreements with various
vehicle manufacturers and importers Wathout a franchise agreement, it
15 not generally possible to obtam new velucles from 4 manufacturer or
display vetucle manufacturer trade marks Whilst some of the franchie
agreements contam provisions entithng the vehicle manufaciurers to
termntate m the event of a change of control thss entlement s arcumscribed
by the applicable EC Regulation 14060/2002 (commonly known as the
motor vehicle Block Exemprion) [n the event of a change of control, a
velucle manufacturer s unable to termunate either the franchise agreements
or authorsed reparer agreements held by the Group if the new controling
entuty already holds that manufacturers brand of franchise

» A Facibtres Agreement dated 3 December 2005 {as subsequently amended
and supplemented by amendinent letters dated 3 February 2006 8
February 2006 14 February 2006 and 17 Febiuary 2006 and an amendment
and restatement agreement dated 8 March 2006) between the company
and its subsidiaries and the Royal Bank of Scotland plc and others under
which the Roval Bank of Stotland agreed to make avadable term and
revolving facihues Lo the company up o an aggregate sum of £850 millon

in the event of a change of control the lenders under this facibty are

Corpurate Social Responsibility

able 10 cancel the facikty and dedare all outstanding amounts together
waith all accrued nterest, commussion and other amounts immediately due

and payable

= A jomi venture agreement relaung to PPHO Limied made between
Pendragon Group Serwices Linuted, the company and National Westnunster
Property Investments Linuted dated 31 October 2005 PPHO Linuted
1s a joint venture company {“JV"} established to purchase and hold
properues as an nwestment The [V is owned 51% by Pendragon Group
Services Limted and 49% by aAun Turbo LLP {who acqured the entre
nterest of Nauonal Westmnster Property Investments Linited n the JV
on 26 June 2007) A wholly owned subsidiary of the [V has acquired a
portiolio of dealership sites 1ogether with the Groups head offce if a
change of control of the company occurs the other shareholders in the
JV have the right to require the [V to sell all of s assets andfor wind up
the [V

+ A Loan Note Purchase Agreement dated 25 February 2604 in relation
to U5 $110000000 565% Cuaranteed Semor Loan Notes Sertes A due
on 25 February 2011 and US $67 000 000 5 95% Guaranteed Semor
Loan Notes Seres B due on 25 February 2014 In the event of a change
of control, the company mast offer 10 prepay afl outstanding foan notes
no more than Y0 days and not less than 50 days from the date of the

change of control event.

The Companys approach to corporate soral responsibilify 15 set out on
pages 27 to 28 No polincal donations were made {2006 £ mil) and the

Payments to suppliers

Company nor any member of its Group does not itend to make any such

donations

The Graups policy s to setile the terms ol payment to its supphers when
agreewny the tecms of the transaction and to abude by those terms prowded
i 1s satsfied that the suppler has provided the goods or services m accordaice
with the agreed terms and condiions The Group has not adopted any

Auditors

specdic code or standard on payment practwe The number of davs purchases
outstanding for payment by the Group at 31 December 2007 was 59 days
(2006 66 days) The Company had ne wrade creditors

KPMG Audit Pic has ind:cated its wilkngness to continue as mdependert
auditor and a resolution cencermng 1ts reappomtment will be proposed at
the Annual Gencral Meeting

The directors who held office at the daie of approval of this directors report

By order of the Boar
H C Sykes
Secretary
20 February 2008

confirm that, so far as they arc each aware there 15 no relevant audit
mformation of which the Group’s auditors are wnaware and each director
has tahen all the steps that they ought to kave taken as a director 10 make
themsehes aware of any relevant audit information and to establish that the

Groups auditors are aware of that mformation
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Compliance

Pendragon PLC 15 committed to mantamng ligh standards of corporate
governance in kne with the UK Listing Authonty bsting rules and its Board
supports the poncples of the Combined Code on Caorporate Governance
issued by the Financiat Reporung Counad (*the Code™} This statement
together with the Directors Remunerauon Report on pages 29 to 36
explans how the Company has appled the prciples and comphed wath the

Directors

provisions of the Code The Board regularly reviews corporaie governance
matters taking nto account both guidance 1ssued by bodies representing
msututionat shareholders and individual nsttutional shareholders policies
and feedback. Other than where expressly stated. the company has compled
with the Code throughout the year

The Company and tts Group s managed by nts board of directors The Board
s responsible for overall group strategy acquisiion and dnestment policy
approval of major capital expenditure projects and consideration of sigmficant
linancing matters Through the Companys divisional structure the Board
reviews Lhe strategic direcuon of indvidual trading businesses thewr annual
budgets and their progress towards achievement of those hudgets The
Board also takes charge of the Company s standards in matters of corporate
governance and polcy matters affecung the company's stakeholders The
Board has overall responsibiity for the Groups systems of miernal control,
including financial control and risk management and the Groups record on
matters of health and safety and environmental complance It 1s also
responsible for approving appomtments to the Board and of the company
secietary and approving policies relating to dwectors remuneration and
severance  All matters of an operational nature and within the executive
directors capital expendiure authonty are dealt with by the executive
directors  Certan of the Board s duties are delegated to commuttees of the

Board whose responsiblibes and composition are set out on pages 23 to

There 1s a clear separation of the functions of charman and chief executive
recorded m a wrilten statement reviewed annually by the Board and publshed
on the Pendragon PLC websie Ths statement 1s also available for shareholders
nspection at the Annual General Meeting and at any time from the company
secrelary upon tequest

The Board operates to a standing agenda which ensures that all matters
reserved for its deciston are dealt with in an appropriate manner and all
matters requirng regular or annual review recewve adequate scrutimy and
debate Between meetings information packs contaming key performance
data are arculated to directors The charman hokds meetings with the non
executive directors without the executives present when he deems it
appropriate  [n addition (o formal meeungs of the Board mformal meetings
to farmibanse with parncular operations or address strategee matters are held
as dictated by the requirements of the company’s busiess and any new
developments The attendanre of directors at meeungs of the Board and

(where appheable) ns commutees during the year 15 set out m the table

24 of this Report below

Baard and comnuttee attendance®

Director Board Audit Remuneration Tatal
Sir Nigel Rudd (N R) 8/9 nfa 2/2** 10/11
W W Rhodes ( N)t 979 nfa nfa 9/9
JHHolt (A N R) 9/9 4/4 313 16716
MT Davies (A N R) 9/9 414 kJx} 16716
DAL Joyce (A N R) 9/9 4/4 n 16/16
MJLleMay (A N R) 8/9 k12| 3 14/16
TG Finn - 9/9 n/a n/a 9/9
M S Casha 719 n/a nfa 779
D R Forsyth 9/9 n/a n/a 9/9
HC Sykes 89 nfa n/a 819

{AY Audit Comumittee memer (N) Nunnalion Conumutice roember (R) Remuncraton Comnulice membor

The Nommauon Commmirtee did nof meet durig the year

* Attendance Ls dsplayed showmg the number of meenngs attended out of the to1al directors were elypble to attend ez 16/16 means 16 cut of the 16 meetings held were atteoded

** 5 Nigel o excheded boin the meeting of the Resnuncration Commitice durtng which the Charman's fec 5 dscussed.

t Mr W \Y Rhodes retred from the Board on 31 December 2007
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The names, briel liographical details and Commuttee appomtments of each
of the directors appear on page 14 The Company has not sdentfied any
mdmidual as deputy chairman The semor non executive director has met
with the other non executive directors without the charman present, to
conduct the annual appranal of the chairman’s performance durmg the year
Directors have the opportunity at each meeting of the Board and mformaly
between meetings, Lo rase any concerns they may have regarding the way
the company 15 being run or any proposed course of acion  Amy such
concerns, if voced at a meeting of the Board or any of its Comnttees, would
be recorded m the munutes No such concerns have been rased during the
year

Independence

The company supports the principles of the Code regarding board halance
and the abiity of Board members to bring (o bear an mdependent judgement
on the matters put beflore them For 2007 the Board comprised four
executive directars and five non executine directors of whom four are
considered by the Code to be mdependent, and the charman  Each of the
Audit and Remunerauon Commuttees s composed entrely of non executne
directors treated by the Code as mdependent. Mo W W Rhodes reured
from the Board on 31 December 2007

In the view of the Board every non executve director serving during the
ytar has demonstrated the required degree ol mdependence, both m character
and judpement, taking into account all the relevant ercumstances At least
halfl the board excludmg the charman consists of won executive directors
determuned by the hoard to be mdependent Due to the rebuttable
presumption in the Code that a diwector who has served on the board for
more than mme years 15 nol indeperdent, Mr W W Rhodes would not due
to his long service be treated by the Code as independent unless the

Company was ahble to rebut such presumption Throughout the year, the

Board composition and effectiveness

Company contmued to regard Mr W W Rhodes as mdependent The only
malter relevant for consideraton tn relaton to Mr W W Rhodes s the
duration of lis appointment as a director which commenced in 1989 The
Bourd considers that notwithstandmg hus fength of service throughout the
year Mr Rhodes remamed mdependent m characler and judgement and
continued to be committed to his role There are no relationships or
arcumstances m relation {o any director which are regarded by the company
as having the potenual to affect his exercising independent judgement.

The Board reviews annually the composition of the Board and its Comimttees
and the respective contnbutions of each director The effectiveness of the
Board and Commuttee structure s considered tegether with the adequacy
and approprateness of the shl set of the Board taking nto account any new
developments in the company s business or strategy and the range of experuse
tnowledge and experence represented The latest of these revews concluded
that the Board and is Cominittees were operating effectively and that m
particular, the clear demarcation of the respective responsibilities of the
mdwidual directors the Commuttees and the Board contnbuted sirongly to
thewr effectve operation The Board also concluded that the shils and
LxXpenence present dare appropriate to the company s business actviues and

provide adequate oversight of the assessment and management of ask

All directors seek elecuon to the Board at the Annual General Meetng
fullowing their appomtment. In accordance with the company s Artcles of
Association all directors seek re election by rotabon at least ance every

three years

For the year under review the Board has evaluated the perfermance of each
drrector The non execuuve directors, led by the seruor non executive drector
and assisted by the chief executive have reviewed the performance of the
other executive directors the non executives have reviewed the performance
of the chief executve and the Board has reviewed the performance of the

non executive directors

Each non executive directors performance in furthering the companys
objectives was assessed. Logether with ks contnbution i his areas of experuse
reflected m Ius Commuttee work, paruapauon n Board discussion and where
appheahle fanubarsation visits, Attendance at meetmgs was ako conswdered

The evaluation of the non executne directors also addressed ther capability
ume comnitment and. where applicable effectiveness in the role of Committee
charman The assessment of executve directors covered two aspects of
perfurmance the directors mdividual contribution towards achievement of
the Company’s goak. and the actuevement of ndwidual ohjectnes appropriate

o his or her role

The perforinance review of the charman was conducted by Lthe non executnve
directors led by the semor non executive director They considered the
responsibdities of the role as set out in the Code mcluding capabiity, ume

commutment. effectiveness and shareholder communication

The charmans prncipal commitments outside the company as at February
2008 were as non executne charman of BAA Limuted deputy chairman of
Barclays PLC, non executive director of BAE Systems PLC and charman of
the Boardroom lssues Group of the Confederation of Briush Industry The
Board 15 satislied that the chairman and each non executive director s able
to devole the amouni of ume requred to attend Lo the Company s affars
and his duues as a Board member
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Information and advice

The directors regularly recene financial and other information concernmg
the Groups aciviies plans and performance Each director is entitled on
request to receve from the company mformation to enable him (0 make
mformed judgements and sdequately te discharge tis dutes and has access
to the advice and services of the company secretary on all matters of Board
procedures and corporate governance The company secretary also provides

adwice and support to each of the Boards Commuttees and m particular to

the chairman on all corporate governance matters The directors terms of
appowntment also parmit themn at the companys expense, to take mdependent

professional advice in connection with therr duties 4

In line with common practice the company mamtains surance caver in

respect of the hability of 1s directors and officers to thud parties

Profeswional development
The Board ncludes indmaduals from various backgrounds with many years'
expenience of senor positions either in bsted companies o professional bfe
[n carrying out their duties the ditectors are expected to bring to bear an
udependent judgement on ssues of strategy performance resource and
standards of conduct New Board membets receive arm inducuon talored
to ther needs An induction nformation pack compnsing canstitutional
documents terms of refurence and historical and accountng mformation
provided and operational site visits are undertaken to enable famiharisation

with the Groups business Where appropriate both upon appomtment and

Board Commuitees

subsequently formal trainmg by external providers in matters such as the
duties of drecters pension trusteeship and corporate governance 1 arranged
All directors arc encouraged to mantain an awareness of new developments
m the areas of the Group’s principal achvities and attend appropnate bricings
on indmdual aspects of the Groups business or new developments, Where
necessa1y directors have access to professional trammg relating to ther Board
or committee functions During the year the chawmen of the Audit and
Remuneration Commtees have attended specialist brefings on ssues relevant

to ther professional development and the business of therr commnmttees

The Board delegates certan matiers 1o commuttees of the Board each of
which operates under written terms of reference  These together with the

Commuitees membership can be found on the Pendiagon PIC website

Nonunation Commttee

The Comrmttee s composed of the non executive directors and 1ts charman
1s Sir Nigel Rudd The Commuttee did not meet i 2007 The Commuttce
1s responsible {or leadmg the process for appomtments to the Board The
Comnuttee and the Board operate to a protocol for the selection and
appomntment of cxecufve and non executne directors This ncludes a s
stage process from the wentification of the vacancy to the making of a
recommendation o the Board for an appomtment  Having identificd a
vacancy the Comuttee assesses the current skdls profile of the Board and

produces a sklls prafle for the vacant posihon with the am of strengthenng
and enhancing the skils knowledge base and expenence of the Board The
need to advertise the vacaniy or engage executve search advisers s
considered Interviews with short-lsted candudates follow conducted by an
approprately constituted panel of directors comprising a majority of non-
executve directors and excluding directors with any personal or busmess
connection to the candidates  All Board members are giver the opportumity

to meet a recommended eandidate before a nominaton s put to the Board

Remuneration Commttee
The Charman of the Remuneration Committee Mr M T Davies 15 an
independent non-executve director The Committee 15 composed of the
non executive directors mcluding Llu-a chaicman, and meets at least ance a
year The Commuttee 1s comprised entirely of non cxecutive directors
considered by the Codc to be ndependent Iy 2007 # met three tmes
The Comnuttee has responsihibty for determinng the remuneration pachages
of the executive directors m the contest of the polbicy adopted by the Board
It also haises with the Nommation Comimiitee to ensure the remuneration
pachages set for new executive duectors are consistent with the company s

overall semuneration policy i sets the targets for any performance related

pay schemes apphcable to executave directors and determmes the poley for
and scope of pension agreements termmation packages and compensation
comunutments far the executive duectars 1t s also responsible for ensuring
that due regard 15 given to best practice i matters of execulive remuncration
and that the company complies with all apphicable regulations relating to

executive remunerdtion

The Directors Remuneration Report ts considered by the Remuneranion
Comnuttee but adopted by the Board as a whole That Report 1s set out
on pages 29 to 36
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Audit Commitiee

The Commitiee s chared by Mc | H Holt who 15 also the semor non
executne director [t is composed of the non executive directors of the
company {except the charman) The Comnuitee s comprised entrely of

non execuine directors considered by the Code to be mdependent

Mr ] H Holt 15 regarded by the Board as having recent and relevant

financial expenence due o his lengthy career in accountancy with

Audit Commuttee Activities

PricewaterhouseCoopers, and as a result of his regular attendance at
appropniate continung professional development seminars. Meetings of the
Audit Commutiee are held at least four umes a year and are attended by
mvitation by the finance director the head of the mternal audit funcuon and
representatn es of the companys external auditors, at the charmans discretion.

The Commuttee mel four umes in 2007

The meetngs i February and August take place m advance of the prefimmary
and mtenm results announcements At these meeungs the Comnuttee
consulers the draft finpncal statements and the prelminary and mterun
results announcements 1t also consiers the report of the external anditors
on the full-ycar audit concentratng on sssues of judgement and audit focus
identified n the audit plan Addiional meetings held in June and November
are concerned primacly with the review of the business risk management
process the outcomes rom risk control visits, and the elfectivencss of the
visit plan for the currunt year, as well the externa audu plan for the year, the
audit fee and other significant corporate governance 1ssues, such as those

with Firancial Services regulaion implicatzons

At each meeting attended by the external auditors the members of the
Committee have the opportuniy for discussion with the auditors without
the fnance director or head of nternal audit bemng present Tlas perumts any
wsues to be reviewed with and assurances to be sought from the externdl
audntors mdepundent of execulve management svolvement. The charman
of the Commttee also makes himsell available for meetings wath the head
of the Company s nternal audit funcion to allow issues concernmg ontrols
and, i particular the working and resourang of the mternal audit funcuon
to be reviewed The Commuttees terms of reference are published on the
Pendragon PLC website and, in summary widdude responsibihty for
monitoring the integnty of the Companys financial statements and any formal
annvuncement relatimg to the Company s financial performance making
recommendations o the Board m relation to the appomtment and removal
of the Lxternal auditors, reviewny the external auditors independence and
objectivity and the effectiveness of the audit procuss and developing and
tuplementng the Companys policy on the engagement of the external
auditor to provide non audit services The Commuitee 15 alse responsible
for reviewmng the Companys internal Enancial controls and systems of nternal
control and risk management, monitormg and revlewng the effectiveness of
the Company s mternal audit dupartment znd wisuning adequate levels of
staffing and ensuning that the companys systems of control as they relate to
actvities regulated by the Financial Secvices Authonity are adequaie and

[unctoning properly and are adequately resourced

The review ol the arrangements for employees to raise m confidence
concerns about possible impropricties n relation to Gnaneial reporung or
other matters also falls withmz the Audit Commuttee’s responsibiliies The
Commutee reviews at least twice annually the Companys whistleblowmg

policy together any follow up action taken, and its procedures for the reporting

and recording of suspected fraud and dishonest acts These items also form
part of the comnuttee s standing agenda. As part of its regular momtorng
actvities during the yeas, the Commuttee reviewed and approved amendments
to the companys procedures, m particular regulated actmtes in the areas
of general insurance mediation regulated by the FSA Anti-Fraud, Thelt and
Corruption whstleblowing and Anti-Money Laundering The Company’s
Anti Fraud Theft and Corruption Policy and Anti Money Laundenng Policy

are avalable on the Companys website.

During the year the Comnuttee charman has carnied out an evaluaton of
the tdependence of the company s external auditor K¥FMG Audit Pic and
revie wed the effective ness of the external audit process Matters addressed
in the evaluation mcleded an assessment of the quality of commumication
hetween the externat auditor and the Audit Comumuttew, the manner in which
the refationstup between the auditor and the Company s managed and the
ability of the auditor to chalenge practces and procedures and to communicate
approprately wath the company on any sigruficant control weahkness discovered
i the course of ther audit work Also considered were the level of non-
audit services proviled by the external auditor and the potential this may
have to mpar the mdependence of the audit. The effetnatess of the nternal
audut funcuon has also been formally assessed The views of management
and of the external auditor have been taken into account m the review of
the imernal audit function and the views of management have been taken
nto account 0 the review of the external auditor Each review concluded

that the functions were performing effectively

The Commitee has considured the policy w relation to the supply of uon

audw services by the companys auditor during the year The Companys
pobey 5 not to exclude its auditor from undertaking non audit work, but to
permut the supply of such services m areas where m the opimon of the
Commuttee it 1s appropriate to do so The objectve of the policy & to ensure
that non audit work 1s carnied vut 1 a way that affords full value for moncey,
whilst obtaining a service that best serves the nterests of the Company
Contracts for non audit work are not therefore awarded to the Companys
auditor where there 1s a percened confbet of mterest Where approprate,
the provisien of non audit services 1s formally marhet tested through a tender
process. The Commuttee has during the year reviewed the mdependence
and objectiry of the external auditor talung mto consideration relcvant
professional and regutatery requirements with the aim of establishing that

these are not tmpared by the provision to the Company of non audsit services.
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Durmg 2007 KPMG LLP also continued as advisers to and actuary for the
companys various occupational pension schemes dedails of which appear
m the Directors Remuneration Report on page 35 having been selected by
competitive tendec From 1 January 2008 Aegon Actuanal Services (part
of the Scotush Equuable Pic group of companses) replaced KPMG as advsors
to and actuary for the company's occupatonal pension schemes

Systems of internal control

A full statement of the fees pad to KPMG Audit Ple and KPMG LLP for audit
and non audit services ts provided i note 3 to the fnanaal statements on
page 55 The Commuttee has concluded that the prowision of these services

has not impared audit indeperdence

The Board 1s ulumately responsible for mamtaiming sound systems of internal
contrgl and for reviewing its effectveness  The Board has adopted a sk
hased approach to establishing sound systems of mternal controb  The
systerus of control bave been i place throughout the year High level risk
assessment acours at one meetng of the Board durng the year in the context
of the Companys annual strategic review  Operational manzgement 15
charged with responsibdity for identlying and evaluating risks facing the
Group's businesses on a day to day basis. In establshing and mantaining the
Company's systems of mterna! control, the Board has pad due regard 1o the
Turnbull Guidance on risk management and miernal controls

The Boards process Jor satsfying itselfl of the effectiveness of the systens
of mternal control relies on assurance from executive management with
regard 10 the design comnmwnication and implementation of controls and
provisien of momtorng informauon, and assurance fom the Audit Commuites
on the regular momtonng of the system and correction of any matenal
control fatures The systems are designed to manage rather than elminate
the risk of lalure 1o achieve business objectives and can provide only
reasonzble and not absclute assurance against matenal misstatement or loss
The Board has during the year reviewed all refevant risk areas and the
systens of internal conirol and recened reports on new risks and changes
Lo the existing nisks based on the following broad aseas.

+  Enancual *  transacuomnal
* 5000 economc « reputational
¢ physical » technological

+  pohueal and regulatory

Operational management ts supported m its role by a multy dsciplinary team,
known as the Risk Control Group This group is lormed from semor
representatives of the central finance nternal audit, mformation technology
legal and msurance functions s chaired by the finance director and meets
dt least twice a year The Risk Control Group met twice durng 2007 It s
attended by wnvination by the chawrman of the Audit Commttiee and
representatives of the exiernal auditor, at the discrenon of the chairman
lts responsibihres mclude the regular review of nsks, the identification of the
need for corresponding controls and the momtornng of the design
communication and umplementation ol new controls and adaptavon of
enssung controls 1o improve therr effecuveness The Rsk Controf Group has
a reportmg bne direct to the man board The internal andit funcuon reports

on matters of financal control each month directly to the Board

Major commercial techrologcal and financial risks are assessed at the Board's
annual planning meeung, which reviews the Companys prinaipal areas of
business and considers any adaptation to the Companys business stralegy
requred to meet spealic commeroal and other nisks or threats The
conclusions are incorporated m the Company s business strategy and formally

adopled by the Board

The Board has established a strong control framework within which the

group operales This contams the following elements

Management structure

Pendragon is a large franchised retaller of motor vehucles and ancillary services,
which operates through a divisional structure The Group conssts of two
principal operatmg divisions Evans Halshaw for volume franchises and
Stratstone for luxury franchises and three support divisions
(Technology Parts and Contract Hire) each headed by a Diwisional Managing
Director Each Dnisional Managing Director participates w3 monthly
operational board meetng chared by the Chief Operaung Officer Best
practice meetngs for each dnvision at which key opeiatng controls and
improvements to their implemeataion are discussed are generally held

monthly chared by each Divisional Managing Director

Commumcation

There s an embedded culiure of gpenness of commumncation between
management and the Board on matters relating to risk and control
Face to face and video conferenang meetings of all eperational teams occur
regularly  Processes are remforced at operational meetings and via

the Company's mtranet and vdeo commurications

Firanctal reporting
The Group operates to comprehensive management reporung disciphnes
which mmvolve the preparation of financial plans by all operaung
umits The plans are reviewed by executive management and are subsequently
passed to the Board for approval Monthly actual results are reported aganst
the approved plans.
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Im estment apprasal

The Group has a clearly defined framewark lor capital expenditure including
appropriate authonsation levels beyond which such expenditure requires
the approval of the execuuve directors and for larger captal projects
acquisitons and disposals the Board There is a prescnbed farmat for capital
expenditure applications which places heavy emphass on the commercial
stratege loge for the m estment and demands a detalled Enancsal presentation
of the business case

Functional reporting

The Group has dentfied a number of key areas which are subject to periodic
reporiung 1o the Board These areas are given particular emphasis trough
the pperaton of appropriately constituted teams which meet regularly and
report to the Board via 4 designated executive duector These include the
following central funcbons group finance treasury tax health and safety
human resources wformation systems, mternal audit mserance legal payroll
property and traming

Risk control

The werk of the Risk Control Group 1s descnbed on page 25 Iis renmt
includcs the dentification and assessment of new risks facing the Groups
husmesses busmness conunuity plannng and the estabishment ol policies and
procedures for nsk control for snplementation m the Groups businesses
It has the power 1o co opt representatives from the Groups operating
business to assist m the design of new controls and the improvement of
existng ones A twice yearly review of the Risk Control Groups work s
mcluded i the Board s agenda

The lrequency of montonng, processes and responsiblities are defined and
commumcated to the directors and executives concerned and a regular
pattern of meetings and reporung requirements established to ensure that
the Board 1s suffictently informed of nsk managenient measures to enable
them to 1eview the effectiveness of the Groups systems of mternal control

Gowg concern

The dircctors are satsfed that the Group 15 n a sound fnancial posiion with
adequate resources to contnue 1n operanon for the loreseeable future
In formung thus view the directors have reviewed budgets and other financial
information The financial statements of the Group have therefore been
prepared an the basis that the group 1s a going concern

Business a1 the Annual General Meeting

Shareholder relations

The Board as a whole takes responsibiity for ensuring that the Company
engaged i dialogue with shareholders which 5 constructne and losters
mutual understanding of the Company s and shareholders objectves The
Board s statement concerning the respective roles of charman and chief
executive also deals with the Companys approach to shareholder
communicatton and 15 avatable on the Perdragon PLC website The chuef
execytve 15 responsible for implementaton of the strategy set by the Board

Among tus duties = the conduct of communications with shareholders on
the Companys performance He must ensure that major shareholders have
the oppartumty for regular dialogue with the Company on issues of concern
te them,and m particular that any changes m policy or strategy are effecuvely
aruculated to shareholders n the maw, shareholder commuucation s based
around meetings with shareholders at key pownts n the Enancial reporting
year These are conducted by the chiel executive and the finance director
rather than the non executive charman [n thus respect the Company's
approach 15 ntot compliant with the Code The directors befieve this to be
the most practical and efficient way of commurcatng on maiters such as
strategic direction financial performance underlylng market conditrons and
operauonal ssues ksues taised by shareholders on these occasions are
carefully noted and fed back to the Board and where appropriate access
to the charman for fur ther discussion 15 arranged Each of the chairman and
the senior nton executive director also holds lumself available at al umes for
contact with shareholders Unless spectically sequested to parucipate
discussions or to provide information and explanations each of them wil,
however refer enquiries he recerves to the chiel executive If the matter
concerns the charmans remuinieration or performance or any other matter
with which it ts mappropriate for him to deal it s referred to the sertor non

execuiive director Dunng 2007, hoth private and msututional shareholders
have undertahen tours of the Companys Loaley House facility to view the
technological advances now meorporated nto the Company's business model
for its car retad operations The Board 15 aways willing, where practicable

to enter nto dialogue with shareholders based on mutual understandings
of therr respectne objectnes and being mundful of the Companys obbgations
under the Iisung rules The respectve charmen of the Audit Commuttee

the Nommation Commuitee and the Remuneraton Commuttee are avallable
to answer shareholders questons at the Annual General Meetng ("AGM™)

As well as dealing with formal busmess the company takes the opportunity
afforded at the AGM to provide up to date informaton about the Companys
trading postion and to imvie and answer questons from shareholders on
its policies and business At the AGM a separate resolutton 1s bemg proposed

{or each substantive matter The Companys annual report and Inancial
statements are despatched to shareholders together with the Notice of
AGM, gving the requisite peniod of nouce The business beng proposed at
the AGM 15 summarsed m the Notce of AGM
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Phuisophy
Qur culture 15 about the way we behave as an arganisation  As a farge
employer and provider of goods and services to many thousands of customers
Pendragon PLC and s group touch the Ives of many As the occuper of
tundreds of busiiess prenuses and a wustomer of a wide range of busmesses
the group henelts from and contobutes to relationships with many suppliers
and commumtes Pendragon beheves that long term success in busmess 1s

greatly enhanced by vahung and developing relationsbups with key stakeholders
Values

As a company, we operate within a framework of five core values which
recogmise the broad needs and aspirations withun each relationship These
values are the foundation of our culture and by ensurning that these values
are known and understood, we can ensure that they can be appled by team

members across all divistons and at all levels of the organisanon

The Company has adopted value statements which reflect the stakeholder
groups  For cach Pendragons wision 1s to be “the Number One Choice”
kmployces are encouraged Lo see themsclves as part of a team hence the

expression “team member” s uscd for all those working withm the Groups

The Pendragon vision
to be “the Number One Choice”

Qur Customers

busmesses Team members are mtroduced to the Pendragon vision and
values on jonmg and through regular commumcation which remnforces the

Company's philosophy and approach

we provide a good value personahsed service to existing and potential customers

Qur Manufacturers

we provide qualty, brand locused representation, meeting mutual asprations of customer retention and sales volume

Our Supphers

we provide long term profitable partnerstups m return for quality service and competitve pricing

Qur Team Members

we provide secure satsfying employment, recogusing the contnibution of each mdmwidual to the success of our busmess

Our Shareholders

we provide the best earnungs per share performance over a roling five year view agamst defined sector competiion

[nvolvement and development

The Group recopiuses the unportance of good communications and relations
with its team members as its abiity to meet the nieeds of its customers
a prolitable and competitne manner depends on the contnbution of team
members throughout the Group Team members are encouraged to develop
therr contribution to the business wherever they work. In many arcas ongomg

programmes, focused on quality and custamer service provide an oppor tunity

Pension trustecship

for everyone to be involved i mahing improvements and m developmg therr
own skills The Company has been awarded ivestors m People accreditabon
first achueved in 1999 and renewed n 2006 The Company’s well establshed
practices to encourage team member development and mvolvement provide
subsiantal support for the renewal of this award

Toam member mvolvement alse extends to the boards of trustees of the
Companys various occupational pension schemes, detads of which

appear on page 35 within the Directors Remuneration Report A total of

Share schemes and meentives

ught employee representatives, who broadly reflect the busmesses from
which scheme beneficiaries onginate, served either directly as trusiees or as

directars of the schhemes corporate trustees during the year

Team members financial particpation is wicouraged through the Company s
Sharesave scheme wiuch attracts membership from all levels within the

Groups business A variety of bonus schumes provide team members with

rewards hnked to the growth and prosperity of the busmess At 31
December 2007 a total of 1,796 team membirs partapated n ownershp

of shares andfor schemes hrked ta the company's share performance
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Comnunication

The ¢hallenges presented by the size of the Group and the importance of
consistency dnve the Company to devise and implement ever more mnovatve
and umely mearns of communicavon. Video, mternal web site messaging and
face to face presentations are used to keep team members up to date with
the Company s strategy and performance The leadershtp of the Group's

businesses are a particular focus for channeling commumcatons and regular

briefings for all team members at each locaton provide a forum for shanng
both corporate and local mformauon The Company promotes a number
of mternal publicatons based on its dnisional structure which am particularly
to recognise the achievements of mdividual team members and celebrate

outstanding business performance

Lommunty
As a mulu-site predommnantly retail operator the Groups communiy
wvolvement 15 generated by its local busmesses which contnibute to their
local areas i a vanety of ways Durng the year dealerships have also
responded to charity appeals by holding fund rasmg events Local schools
hospitals and medical charities 2s well as Comue Relef and the BBC's Children

Envirgnment

n Need Appeal have 4l been beneficianies of chanity events organised by
team members. The Company supports and encourages these actmties and
welcomes the opportumues they present for team-bulldmg within the

businesses and relationship building with the communities they serve

Although not generally regarded as a lugh emaronmental impact sector motor
retaling and its associated after sales service actnives carnes with o a range
of responsibiues relaung to protectnn of the emaronment. The Company s
policy 5 to promote 2nd operate processes and procedures which so far

as 15 reasonably practicable avoid or nummise the contammation of water

arr or the ground and to manage responsibly the by products of our actvities
such as noise wasle pachaging and substances and vehicle movements The
Companys statement of etvironment policy s available on the Pendragon
PLC website

Health and safety
The Company recogiises its responsibibty 10 all teamn members and others
working in or vsimg its facibities to provide, so far as is reasonably practcable
an environment which 1s safe and without resk to their health. The Companys
polcy s w denuly all poenual hazards and assess the nsks presented by ns
activities and to provide systems and procedures which allow team members
at all levels to take responsible decsions i thew day to day work m relaton
tw thew own and others' health and safety The Company s health and safesy

policy i avallable on the Pendragon PLC website

Disabled p< ople

[n matters of health and safety the Company promotes awareness of potenual
risks and hazards and rplementauon of correspondmg preventatve or
remedial actions through its an bee health and safety systems operatons
manuals and regular commurucation on topical 1ssues A clear hierarchy of
responsibility s published to team members and remforced through regutar
on site montorng Team members are supported in discharging their
responstbilitses by specialist guidance from the Company s health and safety

funcuion and a receatly introduce d on line traming tool

The Group recognises its responsibiliies in employing and tramng people
who are disabled not all of whom are formally regstered diszbled persons
n UK terms  If any team member becomes disabled it is standard pracuce,

Equal opportunttics

in alfl but the most extreme circumstances, to offer an alternative job or

adapt the exssung job and provide retraming where necossary

The quality of the Companys relatonslups wath its stakeholders will in large
measure determme its suceess  Criteal to those relationships o its ability
to atiract motivate and retan the best team members The Companys
policy s to ensure tlat team members achieve ther ful potential witiun the
busmess and that all umployment decsions from the advertiscmnt of a
vacancy through to the offer of development opportunmties and further

advancement are taken without reference to any form of discriminatory

cnteria The Company s equal opporiunities policy 1s avallable on the
Pendragon PIC website Vacancies are first advertised internally on the
Pendragon meranet to maanmse the opportunity for carecr progiession
within the Group Fhe Company’s boenus and mcentive programmes are
carcfully researched and designed to ensure they are tatlored to match
reward to performance and recognise outstandmg contnbutions to the

Group’s business
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Remuneration Commiitee

‘The remunerauon pokcy s determmed by the Board and s descnbed below
At 31 December 2007 the Remuneraton Commuttee of the Board was
compased of the non execuirve directors Mr MT Dawes (charman) Mr |
H Holt Mr M ] Le May Mr D A L Joyce and Sir Nigel Rudd who rejomed
the Cormmnuttee n February 2007 (the “Comnuttee”)

The Commuttee recommends to the Board the specdic remuneration packages

Advisers

for executve directors and the charman although he is not party to any
discussions m relaton to his own remyneration Al of its recommendations
made to the Board durmg the year were accepted The Comnuttee meets
as often as necessary to discharge its duties which during 2007 was three
tmes Detals of members attendance are set out m the Corporate
Governance report on page 21 The terms of reference of the Commuttee

are avatable on the Pendragon PLC website

New Bridge Street Consultants ELP who are ndependent remuneration
consultants contiue to provide speciaist advice to the Commuttee They

provided no other type of services to the Pendragon Group Dunng 2007,

2007 Remuneration policy

Sur Nigel Rudd and Mr T G Finn provided internal advice to the Commitiee
but not m respect of their own pay The secretary to the Commttee 15
Richard Maloney the group solicitor

A summary of the Comuuttees conctusions and polces implemented during the year were

+ Bonus targets set at the start of 2007 mcluded
three elements (1) adjusted PBT (i) pearing and

{w) llflment of personal objectives, m 2006

+ LongTeri [ncentive Plan awards made m 2007

used the same perfurmance measures adopted

= 2007 executne salarres increased only in lme
with inflauon {using the consumer price index
{"CPi"} measure)

Non-Executn ¢ directoss remuneration policy
The Companys policy on non executive drectors remuneration s reviewned
annually by the Board Remuneraton lor non executne directors & confined
to fees alone, without a performance related element Non executive
directors may elect to receve all or part of thewr fees in the form of benefits
m kind, typically the provision of a motor vehicle for therr use  During the

year the remuneration of the non executive drectors was reviewed i relation

to the nme commutments associated with individual positions, and wider
market practce among companes of a comparable size As a result of this
review the Company mtroduced remuneration for the charmanslp of Board
commttees and reviewed the fees payable to Lhe Chairman these are
considered to be consistent with the size of the Company and the tme

commitment requued

Execuuve directors remuneration policy
The Companys policy n respect of executive directors’ remuneration
recogruses the need 1o attract and retan directors willi levels of retnuneraton
that are arrved at responsibly and reflect thesr individual contnibution and

value to the Company

The remuneraton policy places great emphasis on ensuring that the executve
directors Incentive arrangements have the potential to provide a greater
reward than base salary Combrned with an approach that requires all
mcentive arrangements Lo be knked drrectly to busimess specific measures
this ensures that rewards will be based on the coutinued creation of

shareholder value

The committee concleded n early 2008 that its remuneration policy first
wntroduced m February 2007, remans appropriate and supports the corporate
strategy Therefore, for 2008 the remunerauon pobcy wall reman as follows -

+ Annual bonus will be nked wath corporate performance targets, and
capped at 100% of salary for exceptional performance,
» Awards under the Long Term Incenuve Plan first mtroduced i 2006, with

a maiching element of share based incentives will continue

Pendragon PLC_Annual Repon 2007
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Impartance of shate ownership

The Company recogmses the importance and value of having executive
drectors who are sigmficant shareholders i the Company

To promote this goal parucularly for the next generation of execulive
drrectors, in 2005 the Company adopted share ownership gudelines. These
pwdelines encourage execuine directors to hold shases worth 100% of
satary (200% of salary for the chiel executive) within three years of beng
appomnted to the Board

Base salary.

Detalls of the current directors’ benefical interest i shares is displayed in
the table at page 17 of the Report of the Diectors

Base salanies are reviewed annually and are set by reference to the imdmdua’s
shill experience and contrbution For 2007, was [elt approprate 1o award
CPl mereases to executive ducctorssalaries New Bridge Street Consultants

were then asked to review the revised salaries agamnst companes of a

Buaefits

comparable size Based on the results of this rewew, the Commiltee was
sdlsfied with both the salary level and the resulung balance between fixed

and variable pay

Life assurance private health cover, professional subscriptions contribution
to honte telephone costs and the provision of two cars one of which s fully

Pensions

expensed, are provided to the executive directors

The executne direciors dul not recene any pension benefits durmg the year
under review Historically, they parvcipated m the Pendragon Pension Plan
a delined benefit pension scheme providing a pension of up to two tlrds
of final salary on retirement, and remamn entitled 1o a deferred pension,
calculated up to the date of leaving the Plan, Details of their enttlement are
set out on page 35 The chief cxecutive elected to receive payment of
pension carly, which 1s permitted for serving members under the rules of
the plan with effect from 8 February 2008, represenung a pro rata reduced

Annual bonus

payment calculated on early retrement principles

The cxecutive directors continue to receine a payment n heu of pension
contribution, which 1s arca 26% of salary for executive diectors This payment
15 not consolidated nto the base salary for the purpose of future annual
bonus payments, or the LTIP but will be monitored as a percentage of base

salary

The execulive directors can earn up to 100% of salary i any one year on
a shing scale with 50% beng awarded lor aclueving expecied results and
a further 50% for outstanding performance

At the start of 2007 the Committee concluded that the executive dnectors
animeal bonus potental of 100% of salary would be based on threc separate
measures of performance The measures were as follows adjusted profit
before tax (weighted at 40%) gearing (weighted at 30%) and a personaf

objective for each executive set by the chief executive or n the case of the

chief executive the charman (weighted at 30%) Bonus awards at the highest
available percentage of salary are made only upon achievement
of outstanding performance Bonuses ate not pensionable The bonus policy
set in 2007 will remain for the 2008 bonus awards
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Long Term Incenuve Plan (“LTIP")

The 2006 Pendragon Long Term Incentive Plan ("LTIP") operated durng 2007 as the sole ducreuonary long term mcenuve plan for executve drectors

The Ley leatures of the LTIP are

+ exceutive directors may clioose (0 re mvest
their annwal bonus n purchasing Pendragon
shares or buy shares from ther own personal
resources of an amount up to 100% of salary
{referred to as “[nvestment Shares™) which
will then be matched with an award over shares
with the same pre tax value as the momes wed
to buy the shares,

« Matching Share Awards are. an award over a
fixed number of shares that “maiches” the gross
munber of hivestient Shares that the directors
have chosen to purchase using thew annual
bonus The executive directors each invested
therr total net bonus for 2006 m Pendragon
shares, o each case at a puchase price of £1 107
per share,

= Awards are subject to adjusted earnings per share ("EPS") growth (argets-

* Matching Share Awards will vest on the thurd
annrersary of thewr grant date {a) provided the
executne is sull employed by Pendragon. (b} to
the extent that a porformance condition has
been sausfied and (¢) to the exient that the
Investment Shares purchased by the executive

have been retamed for the three years

EPS growth per annum Vesting percentage
less than RP| + 4% 0%

RPI + 4% 0%

RPI + 10% o1 mare 100%

between RPL + 4% and RPI + 10%

straight ne vesting between 30% and 100%

adjusted EPS has been used because 1t 15 a key wternal measure of long terim company performance

additionally under the LTIP the executive may
be granted perlormance share awards worth

up to 100% of hase salary per annum,

+ the vesting of Performance Share Awards will
occur on the third annversary of the grant date
provided that the executive & stll employed by
the company and the same performance
condions as described above have been satsfed:

and

Detatls of awards made to the meumbent execulne dirertors arc set out on page 32

the adjusted EPS growth targets for 2007 are
underpimned by 4 requirement that the
company’s total shareholder return (“TSR”)
outperforms the FTSE 350 total return mdex
over the performance period with TSR
calculations being averaged over a three monthly
penod pnor 1o both the beginning and end of
the performance period
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[hrectoc’s LTIP Awards

Detals of the condibonal awards made to the execuuve directors under the LTIP are set out below

Interests ~ Awarded  Exercised Lapsed Total Date of Total of all Vesung Date
under LTIP on [nterests Award Investment (subject to
at010107 150307 under LTTP Shares conditions

a1 311207 Purchased as bewng

at 311207 satisBed)

TG Fion
Matching Shares 2007 176222 - - 176222 150307 287001 150310
Performance Shares 2007 - 419580 - - 418580 150307 n/a 150310
Matching Shares 2006 329100 - - - 329100 090506 196270 090509
Performance Shares 2006 359,020 - - - 359,020 0990508 nfa 090509
M S Casha
Matchug Shares 2007 - 97,901 - - 97901 150307 152787 150310
Performance Shares 2007 - 233100 - - 233100 150307 nfa 1503 10
Matching Shares 2006 162,355 - - 162,353 090506 96 825 090509
Pecformance Shares 2006 199455 - - - 199 455 090506 nfa 090509
D R Forsyth
Matching Shares 2607 - 68530 - . 68530 150307 115063 150310
Performance Shares 2007 - 163,170 - - 163170 150307 wa 1503 10
Matching Shares 2006 127250 - - - 127250 090506 75890 (090509
Performance Shares 2006 139620 - - - 139620 090506 nfa 090509
HC Sykes
Matching Shares 2007 - 48 50 - - 48950 150307 79271 150310
Performance Shares 2007 116 550 - - 116550 150307 nfa 150310
Matching Shares 2006 86000 - - - 86000 09 0506 51,290 090508
Performance Shares 2006 99725 - - - 99725 030506 nfa 090509

e details of the performance targets applymg to all Matchng Share and Performance Share awards under the ETIP ace set out on page 3t

Share options

Exccutne directors have histonically partcipated n the Pendragon 1999
Approved Executive Share Optlon Scheme which 1s an HM Revenue and
Customs approved scheme and the Pendragon 1999 Unapproved Exetutive
Share Option Scheme (the “Executne Sche mes™) each of which was approved
at the Companys 1999 Annual General Meetmg. Opaions become exercsable
between three and ten years after grang subject (o fulfilment of the porfurmance
conditions which require the Company s adpusted earnngs per share over
the three consecutne financial years beginning with the fnancial year m which

the opuon i granted cxceeding by at best 3 purcent per annum compouncd

the increase in the Retail Price Index over the same period No vanation has
been made during the Enancial year m the terms and condiions of the share
eptions or the Executve Schumes No awards were made (0 Lxeculive
directors under the Executive Schemes dunng the year under review and,
gong forward, grants will only be mnade under the Executive Schemes m
cxceptional crcumstances The execotve directors will continue
to be Ligble to paruapate n the Company s all employee sharusave scheme

on the same terms as all other team members
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Disectors share options (audied mformauon})

At Number of Number of Number of Al Exerase Exerase period
010107 oplons opuons oplions 311207 price
lapsed exerased granted {pence)
during year during year during year
T G Finn *202 360 - *202360 . 908 010707 to 311207
M § Casha *27 355 - - - *27355 6040 010710to 311210
D R Forsyth v27355 - - *27 355 6040 010710to 311210
H C Sykes *161855 - *161855 - 308 010707 to 311207
*14450 - - - *14,450 24 56 01071010311210
*21 880 - - - *21880 6040 010710t0 311210
Total 455,255 - 364215 - 91040
There have been no changes m drectors share opuons outstanding or exercised since 31 December 2007
* Sharesave oplions granted under the Pendragon 1998 Sharesave Scheme that have no performance conditions
Detals of share options exercised durimg the year are shown below
Number Exercise Price at Exeraise Exerase penod
exercised date  exercise date* price
(pence) (pence)
T G Finn 202 360 16 08 07 7450 308 010707 to 311207
H C Sykes 161,855 160807 7450 308 010707 to 311207

*Daly Official List dosing price on the exerase date

The aggregate gam made by the directors on share optiom excroned during 2007 was £238 237

The agpregate gain made by the diwectors on share options exercised dunng 2006 was £7 214775

The directors benefical imterest m shares are dnplayed m the table at page 17 of the Report of Directors

Share pnce mformation and performance (not subject to audit)

There are no othker share option or long term incentive schemes for which

the duectors are eligibie outside of those detaled above The middle rarket

Directors service coniracts

price of Pendragen PLC ordinary shares at 31 December 2007 was 35 25

pence and the range durmng the year was 300 pence to 12525 pence

All four of the execuuve directors have service contracts that commenced
on 20 December 1998 and da not have an expry date but can be ternunated
on gving one year's nolice  The appointment to the Board of any further
executive directors would be expected 16 be on smular terms. Compensation
payable to directors 1n the cvent of loss of office detaled i the Report

of Directors 41 page 18

Each of the executive duectors’ contracts includes protection for the director
in the eveni of a termunation ansing {rom a change of control. These are
more partcularly detaded i the Report of Directors al page 18 Bearing
in sund the consobidauon bemng witnessed in the motor retalng sector at
present the Coipany continues to believe that these provisions are
apprapriate Copies of the mdmidual contracts of appaintment are avalable
for nspection by shareholders ar the AGM
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Non-Executive Directors

Each nun executne director has a Bxed two year contract renewable upon
expiry at the company's discretion Copies of the indwidual contracts of

appointment are avalable for mspecuon by shareholders at the AGM When

making a decision on reappomtment (he Board reviews the non execulive
director’s attendance and performance at jneetngs and the composiion and
skills of the Board as a whole Indmdual detals of contracts are

Name Commencement Expury Unexprred Term

(months)
Sir Nigel Rudd 010106 311208 9
W W Rhodest 010108 311207 exprred
| H Holt 010108 311209 21
MT Davies 010107 311208 9
D A L Joyee 010108 311209 21
M [ Le May 010108 311209 21

1 Retired on 31 December 2007

Consistent with the polcy for executive directors the contracts mchide a
provision that the non executive director wall be enttled to a year s total
{ees and benefits if the contract 1s ternunated by either paity followmng a

l'ces from External Directorships

change of control. Copes of the mndwvdual contracts of appemtment are
avalable lor mspeclion by shareholders at the AGM

None of the executive dircctors holds non executive directorships at other
computties other than voluntary or honorary {that s unpad} offices
Accordinglv no formal pobcy has been adopted to deal with whether or not

Directors Remuneration for the year to 31 December 2007 (audited informaton)

the exccutive direcior would be entitled to retam the lees from any such

posiuon

Salary/Fees Commmtiee/ Bonus Benefits$ Salary Total Total
Charr Fees supplement  remuneration  femuncraton
n ey of 2007 2006
Pension
Contnbution
£000 £000 £000 £000 £000 £000 £000
Ext cutive directors
TG Firn 459 108 44 119 730 761
M S Casha 255 60 24 66 405 415
D R Forsyth 179 42 26 46 293 295
H C 5ykes 128 - 30 16 33 207 204
Non executne directors
Sir Nagel Rudd 136 - 24 160 125
WV Rhodes - 26 5¢ 9 . 40 35
{ H Holt 35 10"° - 45 35
MT Davies 35 5 - 40 35
DALoye 35 - - - 35 291
M| Le May 45 - - - 35 291
Total 1323 20 240 143 264 1990 1963
Notes

t Bonc fits anchede ife assurance. prmate health cover profesuonal substaptions. contribution to home tekephone costs and the provision of two cars, ooy of which i By «xpensed.

 rehnon to chaamambip of vanous Pemson Truster: Boards

*in relation to chammianstep of Audd Comauitee (£7 500) and scrsor ron exceuthve. din ctor {£2,500)

**"m relytian (o chawmanstup of the Remuneration Comnutiec

£ Mr D A Lfoyee and Mr M ] B May were appomicd on 1 March 2006 and accordingly these lgures represeat fees for 2 10 month penod only

Pinsion contnbubons paxd & 2007 were £nd (2006 £1078.254) Each excrutn e diector withdrew frum the Pundragon Ponsion Pas dunng 2006
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Directors pension enatlements (audned information)

Pensions

‘The assets of the Pendragon Pension Plan, established for the benefit of the
Groups elipble emplayees, are held by trustees separately from those of the
Group The Plan uperates through a trustee company of which MW W
Rhodes 15 the charman The management of the Plan's assets 15 delegated

to specialist independent mvestment managers and there 15 no dwect

wvestment in Pendragon PLC  Duning 2006, the executve directors withdrew
from the Plan They remam entuled to a defecred penston, calculated up to
the date of leaviig the Plan The non executve drectors are not ehgible to

partepate m the Pendragon Pension Plan

£000 T G Finn M § Casha D R Forsyth H C Sykes
Total annuat accrued pension entilement at 31 12 06 (pa) 318 131 67 42
Total annual accrued pension eatilement at 31 1207 (pa) 392 136 69 44
Increased 1n accrued pension duning the year excluding inflavon (pa) 0 0 0

Increased i accrued pension durmg the year including inflavon (p.a) 13 5

Transfer value of increase excluding milavon 0 0 0

Transfer value of accrued benelit at 31 12 06 7.216 Z111 651 355
Transfer value of accrued benefit at 31 1207 7130 2059 629 338
[ncrease in transfer value over the year (86) (52) (22) (17)

35

The pension berelits shown are those which would be pad annually on
retirement, based on service up until the date the director withdrew from
the Pian The benefits allow for any retamed benefits which the directors

may have refating to previous employment

Total shareholder return (not subject (0 audit)

The transfer values have been calculated on the basis of actuanial adwvice m
accordance with actvaral advice and exclude directors contnbutions All the
above pension benelits exclude any additional pension purchased by additional

voluntary contributions

The graph an page 36 shows the growth in total shareholder return on the
Cormnpanys shares m camparson 10 the FTSE 350 Index {excluding v estiment
compan:es. For the purposes of the graph total sharehalder return has been

calculated as the percentage change durng the relevant pertod in the market

price of the shares assunung that any dividends paid are remvested The
televant perod 15 the five years ending 31 December 2007 A more detaied
description of the 1atal shareholder return calculation s set out i the notes

Pendragon PLC_Anacal Report 2007
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1 This report is requred pursuant to the Regulavons to contam this graph
a5 a visual mterpretaon of the share prce peormance agamst a comparator
stock market index

2 Total Sharcholder Return ("TSR™) 15 calculated over the penod of five
years ended on 31 December 2007 and re flects the theorutical growth
mn the value of a shareholding over that perlod assummg dvidends are
remvested in shares in the Company The price at which the dwidends
are remvested 15 asswined to be the amount equal (o the closing pice of
the shares on the ex dividend date plus the gross amount of annual
dmdend The calculation igrtores tax and remvestment chatges For each
company 1 the Incex the TSR staustics are normalsed to a common start

pamt, which gives the equivalent to nvesting the same amount of ioney

Whilst reporting on remuneration issues | am pleased (0 advise that below
Board level, 23% of the companys costs of employing its team members
related to team ncentnes reflecung the performance culture that exists
throughout the Company

Mihe Davies
Chawrman of the Remuneration Commuttee
March 2008

(=]

in each company at that ume The percentage growth n TSR s measured
over the chosen period To obtain the TSR growth of the relevant ndex
over the chosen penod the werghted average TSR growith for all the
companies 1 the ndex is calculated In thus case it s the FTSE350 [ndea
(excluding invesiment companies) as explaned in Note 3 The weighting
15 by reference to the warket capitalisation of each company in the mdex
n proporton to the total market capitalsaton of all the companmes m the
mdex at the end of the chosen measurement petiod

The FTSE 350 lndex has been selected because at the commencement
of measurement period the Company fell within the cnterton reported
on by that index namely market capuahsaton not less than circa
£340 nulion
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The dwrectors are responsible for prepanng the Annual Repart and the group
and parent company fnancal statements 1 accordance with apphcable law
and regulations

Company law requires the directors to prepare group and parent company
fnancial statements for each financial year Under that law they are required
to prepare group financial statements i accordance with [FRSs as adopted
by the: EU and apphcable law and have elected (o prepare the parent company
fnancial statements m accordance with UK Accounting Standards and applicaile
law {UK Generally Accepted Accounting Practice)

The group financial statements are required by Jaw and [FRSs as adopted by
the EU to present farly the financtal posiion and the performance of the
group the Companies Act 1985 provide i relauon to such financial statements
that references i the relevant period of that Act to financial statements

pving a true and far view are references to thewr achueving a farr presentation

The parent company Gnanaat statemeats are tequired by law o gwe a true
and far view of the state of affurs of the parent company

In preparmg each of the group and paremt company financrl statements the

dnectars are required to

+ select sutable accounting polices and then apply them consistently

« make judgments and estimates that are reasonable and prudent,

« for the group linancaal statements, state whether they have been prepared
1 accordance with [FRSs as adopted by the EU

= for the parent company financial statements, state whether applcable UK
Accounting Standards have been lollowed, subject to any matenal departures
disclosed and explamed i the parent company financial statements and

» prepare the fnancal statements on the going concern basis unless it s
mappropriate to presume that the group and the parent company will

conunue in busmess,

The directors are responsible for keeping proper accounting records that
disclose with reasonable accuracy at any ume the financial posiion of the
parent company and enable them 10 ensure that iis financial statements
comply with the Compamies Act 1985 They have a general responsibility
for 1akung such steps as are reasonably upen to them to safeguard the assets

of the group and 1o prevent and detect fraud and other uregularities

Under applicable taw and regulations the directors are also responsible for
preparng a Diectors Report, Drectars Remunerauon Report and Corporate
Governance Statement that comply with that law and those regulatons

The directors are responsible for the mamntenance and integrity of the
corporate and linancial mformation mcluded an the Companys website
Legslation in the UK governmg the preparanon and dissemnauon of financial

statements may ddffer from legistation m other jursdictians




Independent Auditors’ Report to the
Members of Pendragon PLC
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We have audited the Group and parent company financial statements {the
“financial statements™) of Pendragon PLC for the year ended 31 December
2007 which comprise the Group [ncome Statement, the Group and Parent
Company Balance Sheets, the Group Cash Flow Statement, the Group
Statement of Recognised income and Expense and the related notes. These
financial statements have been prepared under the accountng policies set
out therem We have also audied the mformation m the Directors’

Remuneration Repurt that 15 descnbed as having been audited

Respective responsibiliies of ducctors and auditors

This report s made solely to the Company s members as a body, in
accordance with 5235 of the Compantes Act 1985 Our audit work has been
undertaken so that we mght state to the Company's members those matters
we are required to state to them m an auditor’s report and for no other
purpose. To the fullest extent perrrutied by law we do not accept or assume
responsbility to anyone other than the Company and the Company s
members as a bodylor our audit work, for this report or for the opuvons

we have formed

The directors’ responsibibitics for prepanng the Annual Report and the Group
financial statements in accordance with applicable law and International
fnancial Reporting Standards {FRSs) a adopted by the EU and for prepanng
the parent company financial statements and the Directors Remuneration
Reportm accordance with applcable law and UK Accounting Standards (UK
Generally Accepted Accountng Practiee) are set out in the Statcment of

Directors’ Responsibthties on page 37

Our respansibibty 15 1o audit the financal statements and the part of the
Directors” Remuncration Repont to be audited n accordance with relevant
legal and rcgulatory requiremnents and Internationat Standards on Audiung
(U and Ireland)

W report to you our option 4 1o whether the financial statements gve
a true and far view and whether the finanaal statements and the part of
the Directors’ Remuncration Report to be audited have beun properly
prepared i accordance with the Companies Act 1985 and as regards the
group finuncial statements Article 4 of the 1AS Regulavon We abo report
to you whether n our opumon the nformation gnven in the Directors’ Repont
is consiplent wath the financial statements The mformation given n the

Dacctors Report mctudes that speafic mfonnation presented m the Operational

Basis of audut opion

and Business Review that is cross referred fram the Busmess Review section
of the Directors' Report

In addition we report 1o you f 1 our opmion, the Company has not kept
proper accounting records, f we have not received all the mformaton and
cxplanations we require for our audit or if information speufied by law
regarding directors’ remuneranion and other transactions s not disclosed

We review whether the Corporate Governance Statement reflects the
Company's compliance with the mine provisions of the 2005 Combumed
Cade speafied for our review by the Lisung Rules of the Financial Services
Authonty, and we report [ it does not We are nol required to consider
whether the Board's statements on mternat control cover all nsks and controls,
or form an opman on the effectiveness of the Group s corporate govermance

procedures o its sk and control procedures.

We read the other mformmation contamed i the Annual Report and consider
whether i is consistent with the audited financial statements We consider
the implcavons for our report if we become aware of any apparent
misstatements or matenal inconsisiencies with the financial statements. Our
rusponsibilities do not extend te any other informaton.

Woe conducted our audit in accordance wath international Standards on
Auditing (UK and Ircland) ssued by the Audwing Pracuces Board An audn
includes exanunation on a test basis of evidence relevant to the amounts
and disclosures in the financial statements and the part of the Directors'
Remuncration Report to be avdited [t also mcludes an assessment of the
significant estinates and judgments made by the directors in the preparation
of the financial statements, and of whether the accauntng policies are
approprate to the Group's and Company's orcumstances consistently
apphed and adequately disclosed

We planned and performed our audit so as to obtan all the mfermaton and
explanations which we considered necessary m order 1o provde us with
suflivent evidence to gve reasonable assurance that the finanaal statements
and the part of the Directors' Remuneraton Repart to be audited are free
from material nusstatement, whether caused by fraud or other srregulanty
or error In forming our opimion we also evaluated the overall adequacy of
the presentation of mformation i the financial statements and the part of
the Directors' Remuneration Report to be audited

Opinion

I our opmion

* the Group linancial statements gve a tree and far view i accordance
with IFRSs as adopted by the EU of the state of the Group's affarrs as at
31 December 2007 and of its profit for the year then ended

« the Group finanaial statements have been properly prepared m accordance
with the Compames Act 1985 and Article 4 of the IAS Regulation

+ the parent company financial statements gne a true and farr view

KA

accordance with UK Generally Accepted Accouniing Practice, of the state
of the parcnt company’s affars as at 31 December 2007,

+ the parent company linancta! statements and the part of the Directors’
Remuneration Report to be audited have been properly prepared
accordance with the Companies Act 1985 and

+ the mformation giverr m the Directors” Report 15 consistent with the
financial statements

KPMG Audt Plc, Chartered Accountants 2 Cornwall Street, Brnungham B3 2DL, Registered Auditor 20th February 2008




COHSOlidated Income Statement Year Ended 31 December 2007 Peodgon TLC o Repon 201

Restated
2007 2006
Notes fm £m
Revenue 1 50602 5058 5
Cost of sales {4,387 5) (43572)
Gross profit 6727 1013
Operaung expenses 3 {585 4) (561 B)
Operaung profit before other income 873 1397
Operaung profit before other income analysed as
Before excepuonal items 941 1357
Goodwill imparment 3 68 ©9
Closure and irtegration costs 3 40)
Abortive acquisiion costs 3 19
Gamn on curtaitment of defined benefit pension schemes 3 - 99
Operating profit before other income 873 1397
Other income - gains on the sale of businesses and property 3 185 243
Operating profit 105 8 1640
Finance expense 7 835 (84 4)
Finance mcome 8 234 177
Net finance costs 60 1) 667)
Share of profit before tax from jomt venture 13 12 05
Share of income tax expense from jomt venture 13 04 ©n
Share of post tax profit from joint venture 08 04
Profit before taxatton 465 977
Income tax expense 9 (33 {289
Profit from conunuing operauons 432 688
Discontinued operation
Loss from discontinued operation (net of ncome tax) 6 @n (13)
Profit for the year attnbutable to equity shareholders of the Company 411 675
Earmungs per share 10
Basic 65p W7p
Diluted 64p 106 p
Earmngs per share conumung operations 10
Basic 68p 109 p
Diluted 67p 108 p

The notes on pages 43 to 83 form pant of these Enancial statements.
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Consolidated Balance Sheet a 31 pecember 2007 PR st
2007 2006

Notes fm fm
Non-current assets
Property plant and equipment 12 3851 4204
Goodwil 11 4272 4338
Other mtangble assets 11 21 14 |
Investment i jomnt venture 13 40 30
Total non-current assets 8184 8586
Current assets
Inventones 14 786 5 8502
Trade and other recevables 15 2059 2609
Cash and cash equvalents 25 526 197 I
Non-current assets classified as held for sale 31 597 384
Total current assets 11047 11692 .
Total assets 19231 20278 '
Current halivies
Interest beanng loans and borrowings 17 (818) (10 4)
Trade and other payables 16 {1,081 2) (11718}
Deferred ncome 30 (09} 09
Current tax payable (139) (195)
Provisions 19 (35) (43)
Total current hzbibties {11809) (1,2069)
Non-current habiliues
[nterest beanng loans and borowmngs 17 (2972) (371 0)
Denvative financial mstruments 18 (56 (B0)
Deferred income 30 (20 2) 211}
Deferred tax Labiines 9 {56 6) {42 0)
Retirement benefit obkgauons 28 (138) (652)
Prowsions 19 92 (76}
Total non-current habilizes (402 6) (5149}
Total habiliues {1533 5) (17218)
Net assets 3396 3060
Capital and reserves
Called up share capital 20 328 328
Share prermum account 21 568 563
Capital redemption reserve 21 25 25
Other reserves 21 126 126
Translauon reserve 21 (0 4) ©03) !
Retained earnngs 21 2353 2016 |
Total equity attnbutable to equity shareholders of the company 33136 3060

Approved by the Board of Directors on 20 February 2008 and signed on s behalf by

TG Fmn
Chief Executive

wrte. ¥ Q%

The rotes on pages 43 to 23 form part fnancal satements.
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2007 2006
Notes im £m
Cash flows from operating actvities
Prot for the year 411 675
Adustment for mcome from joimt venture 08 04)
Adjustment for taxation 33 289
Adpustment for net financmg expense 609 676
104 5 1636
Deprecaton and amortisation 583 651
Share based payments - 09
Profit on sale of businesses and property (130} 1724 3)
Goodwll imparment 68 09
Changes in mventones 801 749
Changes i trade and other recevables 550 (318)
Changes m trade and other payables (109 6) (96)
Changes m retrement benefit oblgations (189 231)
Changes in provisions 08 28
Cash generated from operatons 1600 2194
Taxation pad 48) (242)
[nterest receved 13 08
[nterest paid 64 5) (680)
Net cash from operating activities 920 1280
Cash flows from investing activities
Business acquisiuons, net of cash acqured 23 (16 3) (466 0)
Proceeds from sale of busimesses net of cash disposed 24 206 231
Purchase of mvestment m joint venture 12 02 {151
Purchase of property plant and equipment (i63 8) (171 2)
Proceeds from sale of property, plant and equpment 1346 3889
Payments for investments (12) -
Receipts from sales of mvestments 10 17
Net cash used in investing activities (253 (238 6)
Cash flows from financing actvities
Payment of capital element of finance lease rentals (54) (56)
Repayment of unsecured bank loans (200 (4133)
Repayment of loan notes (78 (123
Proceeds from issue of unsecured loans 250 5028
Dmidends pad to shareholders 22 (25 4) (174
Net cash (outflow} / inflow from financing actvites {33 6) 540
Effects of exchange rate changes on cash held {0z (1n
Net increase / (decrease) m cash and cash equivalents 329 (Y}
Cash and cash equvalents at 1 January 137 74
Cash and cash equivalents at 31 December 25 526 197

The notes on pages 43 to 83 form part of these nanaal statements.




Consolidated Statement of Recognised
Income and Expense Year Ended 31 December 2007
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2007 2006

£m £m
Foreign exchange translation diferences 01) 02)
Defined benefit plan actuaral gains and losses 283 181
Tax on mcome and expense recognised directly m equity 33 (54)
Income and expense recogrused directly n equity 197 125
Profit for the year 411 675
Total recogmised income and expense for the penod atinbutable to equaty holders of the Company 608 800

The notes on pages 43 10 83 form pan of these Gnancial siatements.
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43

1 Accounting policies
Pendragon PLC 1s a company domicded m the United Kingdom. The consalidated financial statements of the Group for the year ended 31 December
2007 comprise the Company and uts subsidiartes and the Group's interest m jointly controlled enttes.

(a) Statement of comphance The Group linancia) statements have been prepared and approved by the directors m accordance with [nternational
Financial Reporting Standards as adopted by the EU ("adopted IFRSs™)

The Company has elected to prepare its parent company finanoial statements in accordance with UK GAAP these are presented on pages 84 to 90

{b) Basts of preparation The financial statements are presented in nullons of UK pounds rounded (o the nearest £0 Imidion They have been prepared
under the listoncal cost convention except for certan financial mstruments which are stated at thewr far value In addition non-current assets held for
sale are stated at the lower of carrying amount and fawr valee less costs to sell

The preparation of financial statements in confornuty with adopted [FRSs requures the use of esumates and assumpuons that affect the reported amounts
of assets and habiites at the date of the financial statements and the reported amounts of revenues and expenses during the reporung year Although

these estimates are based on management’s best knowledge of the amount events or actions, actual results ulomately may differ from those estimates

The esumates and underlying assumptions are reviewed on an ongomng basis Revisions to accounting estimates are recogmsed m the period in which the
esumate 13 revised if the revision affects only that peniod or i the penod of the revision and future periods of the revision affects both current and future
pernods.

hudgements made by the directors m the apphcation of accountmg policies that have significant effect on the financial statements and estmates with a

significant nsk of materal adjustment in the next year are dscussed in note 32

{c) Basis of consolidation The consoldated financial statements mclude the financial statements of Pendragon PLC all its subsidiary undertakings
and the Group's share of its jomnt venture under the equity accounting method Consistent accountng policies have been applied in the preparation of all
such financial statements mctuding those of the jont venture

() Subsidiaries

Subsidianies are entities controlled by the Group Control exists when the Group has the power directly or indirectly to govern the financral and
operatng policies of an entty so as to obtam benefits from its actmues [n assessing control potenual voung rights that presently are exercisable or
comertible are taken o account The financial statements of subsidiaries are included i the consoldated financial statements from the date that control

commendces until the date that control ceases

{u) Jont ventures
Joms ventures are those entives over whose actmties the Group has joint control established by contractual agreement and requinng unammous consent
for strategic financial and operating decisions The consobdated financial statements nclude the Group's proportionate share af the entities net assets

and profit after tax, on an equity accounted basis from the date jomt control commences unt) the date that joint control ceases

(i} Transacuons elminated on consoldation
intragroup balances and any unrcalised gams or losses or mcome and expenses arising from ntragroup transactons are ehmnated n prepanng the
consolidated Gnancal statements  Unrealised gams and losses ansing from transacuons with joint ventures are elminated agamnst the investment to the

extent of the Group's mterest in the enuty

(d) Accounting for business combinations and disposals The results of comparues and businesses acqured or disposed ol dunng the year are mcluded
from the eflective date of acquisition or up to the effective date of disposal using the acquisiton method of accounting The purchase consideration
is allocated to assets and liabilites on the basis of (ar value at the date of acquisition.




Notes to the Financial Statements connues Pt g

| Accounting policies {continued) .

{e) Revenue Revenue from the sale of goods s recognised in the income statement, net of discounts, when the significant risks and rewards of
ownership have been transferred to the buyer In general this occurs when vehucles or parts have been supplied or when service has been completed
Revenue from services rendered s recognised m the income statement i proportion to the stage of completon of the transaction at the repertng date

The stage of completion 5 assessed by surveys of work performed or by reference to ume expended on services that are charged on labour rate bass

Where vehicles are supphed to a leasing company for contract hire purposes and the Group undertakes to repurchase the vehicle at a predetermined
date and value the significant risks and rewards of ownership are deemed not to have transferred outside the Group and consequently no sale 1s
recognised  As a result the accounting for the arrangement reflects the Group's retention of the asset to generate future rentals and 1n accordance with
IAS 17 ‘Leases', with the Group bewng considered to be an operaung fessor for all arrangements in place  The mitral amounts recewved m consideration
from the leasing company are held as deferred income allocated hetween the present value of the repurchase commitment and a residual amount of
deferred revenue both amounts beirg held withim trade and other payables A finance charge 1 accrued agamst the present value of the repurchase
commutment and recarded as a finance expense w the mcome statement. The remainng deferred revenue which efflectvely represents rentals receved
n advance, 1s taken to the mncome statement on a straght hne basis over the related lease term  No additional disclosutes are made under 1AS 17 as
there are no future rentals recevable These velucles are held as plant and equipment at their cost to the Group and are depreciated to thew residual

values over the terms of the leases

{f} Intangible assets and goodwil

{5} All business combinations are accounted for by applymg the purchase method Goodwid represents the excess of the cost of acquisition over the net
far value of the enufiable assets, labibties and contngent babiites of the acured subsidiary undertakings at the eflectve date of acqusstion and 15 mcluded
in the balance sheet under the heading of mtangble assets The goodwill 1s allocated to cash generating units and an imparment test is performed annually

Goodwill is then held in the balance sheet at cost less any accumulated impair ment losses

If the cost on acquisition 1s less than the net fair value of the idenufiable assets, labfines and contingent Babilises acquired the difference is recognised directly
i the consobdated mcome statement,

Adjustments are applied to bring the accountng policies of the acqured businesses nto ahgnment with those of the Group The costs associated with
reorgansing or restructuring are charged to the post acqusition mcome statement. For those acquisitons made prior to 1 [anuary 2004 goodwll 1s
recorded on the basis of its deemed cost which represented its carrying value as at 1 January 2004 under UK GAAP Farr value adjustments are made m
respect of acqusivons. If at the balance sheet date the far value of the acquiree’s identifiable assets, fzbiites and contngent babilities can only be established
provisionally then these values are used  Any adjustments to these values made within 12 months of the acquisibon date are taken as adjustments to
goodwill

(u} Internally generated intangible assets relate to development actvities that nvolve the development of dealer management software by the Group's
Pmewood dvision Development expenditure 1s capitabsed only if development costs can be measured rebably, the product ts techmeally and commerecially
feasible future economic benefits are probable and the Group wmtends to and has sufficient resources to complete development and to use or sell the
asset. The expenditure caputabsed mcludes the costs of labour and overhead costs that are directly attributable to preparing the asset for its ntended use

Capitabsed development expenditure 1s measured at cost less accumutated amor isation

() Intangible assets other than goodwill are stated at cost less zccumulated amor usation and any inparment losses This category of asset includes
purchased computer soltware and mternally generated mtangble assets which are amortised by equal istalments over four years and the far value of

the benefit of forward sales orders assumed on acqution which 15 amorused by reference to when those orders are delvered

{w) Subsequent expenditure on capitabsed intangible assets is capitahsed only when 1t increases the future economic benelits embodied in the specific
asset 10 which it relates. All other expenditure 15 expensed as incurred.

Intangible assets arising on an acquission are recogmised separately from goodwill if the far value of the asset can be :dentfied separately and
measured rehably Amorusation 15 calculated on a straight line basis over the esumated useful iife of the ntangible asset. Amorusauon methods

and useful lives are reviewed annually and adjusted f approprate
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1 Accounting policies {continued)

(g) Property plant and equipment Freehold land s not deprecated Deprecianon is provided to write off the cost less the estmated residual value of
other assets by equal instalments over thewr esomated useful economuc bves Ou transiton to [FRS as at 1 January 2004 all fand and buidings were restated
to fair value as permutted by IFRS1, which s then treated as the deemed tost  All ather assets are mally measured and recorded at tost

Deprecation rates are as follows'

Freehold buldings - 2% per annum

Leasehold property improvements - 2% per antum or over the period of the lease if less than 50 years
Fixtures fitings and office equpment - 10 - 20% per annum

Plant and machinery - 10 - 33% per annum

Motor vehicles - 20 - 25% per annum

Motor vehicles held for contract hire are depreciated to thewr residual value over the period of therr tease

The residual value of all assets depreciation methods and useful economec ves, I signuficant. are reassessed annually

The Group recogmises m the carrying amount of an item of property plant and equpment the cost of replacing part of such an item when that cost 1s
wcurred f it 15 possible that the future economuc benefits embodied with the item will fow to the Group and the cost of the item can be measured relably

All other costs are recogmsed i the ncome statement as an expense as mewrred

{h} Non-current assets held for sale Non current assets that are expected to be recovered pnimanly through sale rather than through contmuing use are
classified as held for sale Immediately before classiicanon as held for sale the assets are remeasured 1n accordance with the Group's accounting pobcies.
Thereafter the assets are measured at the lower of their carrying amount and farr value less costs to sell Imparment losses on remeasurement are
recogmised in the mcome statement. Gaims are not recogused m excess of any cumualuve imparment loss  Non-current assets classified as held for sale
are available for inmediate sale and a resultant dsposat is hughly probable within one year

(1) Impairment The carrying amounts of the Group's assets, ather than mventories (see accounting polcy |) and deferred tax assets (see accounting policy
0}, are reviewed at each balance sheet date to determne whether there s any mdicaton of imparment. If any such mdicabon exsts, the asset’s recoverable
amount 15 estmated

For goodwill the recoverable amount 15 estinated at each balance sheet date The recoverable amount s the igher of far value less costs to sell and
value m use In assessing value m use the esumated future cash Bows are dscounted to therr present value usmg a pre tax discount rate that reflects current
market assessments of the ume value of money and the rsks specific to the asset for which the estmates of future cash flows have not been adjusted

An imparment Joss 1s recogrused whenever the carrymg amount of an asset or its cash generating unut exceeds its recoverable amount. Impairment losses
are recogised n the ncome statement.

Impairment losscs recogused m cespect of cash-generating wts are allocated first to reduce the carrying amourt of any goodwall allocated to cash generating
units and then, to seduce the carrying amount of the other assets 1 the umit on a pro tata basis
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i Accounung policies (continued}

The recoverable amount of assets s the greater of thewr farr value less costs to sell and value i use In assessmg value in use, the estimated future cash
flows are discounted to thewr present value using a pre-tax discount rate that reflects current market assessments of the ume value of money and the
nisks specific to the asset. For an asset that does not generate largely iIndependent inflows, the recoverable amount s determmed for the cash-generatng
unit to which the asset beloags

An imparrment loss in respect of goodwll s not reversed
In respect of other assets, an imparment loss s reversed if there has been a change 1 the estinates used to deternune the recoverable amount.

Animparment loss s reversed only to the extent that the asset's carrying amount does not exceed the carrymng amount that would have been determined
net of depreciaion or amorusation if no imparment loss had been recogmsed

() Inventones
(} Consignment vehicles are regarded as being effectively under the control of the Group and are ncluded withm inventores on the balance sheet as the
Croup has the significant nisks and rewards of ownership even though legal tde bas not yet passed The corresponding bability s mcluded w trade and
ather payables

(1) Motor vetucles (including consignment and demonstrator vehucles) and parts mventanes are stated at the lower of cost and Far vatue less costs to sell
Parts inventones are based on an average purchase cost principle and are written down to net realisable value by providing for obsolescense on a ume in

stock based formula approach

{k) Trade and other receivables Trade and other recevables are recogmsed imually at far value and are subsequently stated at amorused cost using the
effective mterest method, less any impairment losses

() Trade and other payables Trade and other payables are recogrused tially at farr value and are subsequently stated at amortsed cost using the effecuve
mterest method, less any smpainment losses,

(m) Cash and cash equivalents For the purposes of the cash flow statement, cash and cash equivalents compnise deposits with bartks and financaal
msututions bank and cash balances and Iqud myestments, net of bank overdrafts Bank overdrafts that are repayable on demand and form an integral
part of the Group's cash management are mcluded as a component of cash and cash equivalents for the purpose of the statement of cash flows In the

balance sheet, bank overdrafis are included i current borrowmngs,

{n) Provisions A provision is recogiused of as a resuli of a past event the Group has a present legal or constructive obliganon that can be esumated rebably
and 1t 1s probable that an outflow of economic benelits will be requred to setde the obbgation Prowisions are determmed by discounting the expected
future cash flows at a pre tax rate that reflects current market assessments of the ume value of money and the risks speaific to the babiity -

(1) Warranty service provision. A provision for warranues 1s recogrused when the warranty service 18 sold The prowision 1s based on hustorical warranty
data and a weighting of all possible outcomes against their associated probabilives

(u) Vacant property provision A provision for vacant propertes 1s recogused when the expected benefits to be derned by the Group from 2 contract
are lower than the unavoidable cost of meeting us obligauon under the contract The provision s measured at the present value of the lower of the

expected cost of termunatmg the contract and the expected net cost of conumnng with the contract.
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1 Accounting policies (continued)
{0) Income tax Income tax compnses current and deferred tax. Income tax is recogmsed wn the mcome statement except to the extent that it relates to

items recogmsed directly i equity m which case it 1s recognsed in equity

Current tax 1s the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the balance sheet date
and any adjustment to tax payable n respect of previous years

Deferred tax i recogmsed using the balance sheet habiity method, recognising temporary differences between the carrying amounts of assets and labdites
for financial reporung purposes and the amounts used for taxation purposes The following temporary differences are not recognised titial recogmiion
of goodwill, the inal recognition of assets or habilties in a transacton that 1s not a business combmaton that affect neither accounung nor taxable profit,
and differences relaung to mvestments n subsidianes to the extent that they will probably not reverse i the foreseeable future The amount of deferred
tax recognised 15 based on the expected manner of realisation or settlement of the carrymg amount of assets and habilives using tax rates enacted or
substantively enacted at the bafance sheet date

A deferred tax asset 1s recognised only to the extent that it 15 probable that future taxzble profits will be avalable agamst which the asset can be utilised.

Deferred tax assets are reduced to the extent that it s no longer probable that the related tax benefit wall be realised
Additional income taxes that arse from the distnbution of dmdends are recogmsed at the same time as the bability to pay the related dividend

(p) Discontinued operations A disconttnued operation 1s a component of the Group’s business that represents a separate major lne of business or
geographucal area of operations that has been disposed of Classificaion as a disconunueed operation occurs upon disposal or when the operaton meets
the criteria ta be classified as held for sale f earler When an operauon 1s classified as a discontmued operaton, the comparative Income statement 1s re

prescated as f the operation had been disconunued from the start of the comparative penod

(q) Earrungs per share The Group presents basic and diluted earmings per share (eps) data for its ordmnary shares Basic eps ss calculated by dwding the
profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares outstanding during the period
Diluted eps 1s determuined by adjusting the profit and loss atinbutable to ordinary shareholders and the weighted average number of ordinary shares

outstanding for the effects of all dilutive potential ordinary shares which compnse of share options granted to employees

{r) Foreign currencies

(1) Foreign currency transactions Transactions i foreign currencies are translated to the respective functional currency of Group entities at the foreign
exchange rate ruling at the date of the transacuon. Monetary assets and labiites denonunated in foreign currences at the balance sheet date are transiated
to the funcuonal currency at the foreign exchange rate ruling at that date Non monetary assets and babibes that are measured i terms of histoncal
cost In a foreign currency are transtated using the exchange rate at the date of the transacton Non-monetary assets and babiities denommated in foresgn
currencies that are stated at far value are translated to sterling at foreign exchange rates ruling at the dates the far value was determmned. Foreggn currency

differences anising on retranslation are recogmised i profit or loss

(1) Financal statements of foregn operavons The assets and liabihties of foreign operations, including goodwill and farr value adjustments arising on
consolidatian are translated to sterlng at foreign exchange rates ruling at the balance sheet date The revenues and expenses of foreign operations are

translated to sterling at rates approximatng ta the foreign exchange rates ruling at the dates of the transacuons

() Net investment 1n foreign operations Foreign currency differences arsing on the retranslauon of a financial bablity designated as a hedge of a net
imvestment 1n a foreign operauon are recogised directly i equity, in the foreign currency translation reserve, to the extent the hedge is effecuve To the
extent the hedge 15 meflective, such differences are recognised i profit or loss. When the hedged net mvestment 15 disposed of, the cumulative amount

m equity s transferred to profit and loss on disposal

In respect of all foreign operations, any differences that have arisen after 1 January 2004, the date of transiban to [FRS, are presented as a separate component
of equity
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I Accounting pohicies {continued)

(s) Financial instruments The Group holds denvative financial instruments (o hedge currency and mterest nsks ansing from its acuviues
Derwative financal mstruments are recognised at far value Any gain or loss on remeasurement 1s recogmsed in the income statement. However the
treatment of gams or losses ansing from derivatives which qualify for hedge accounting depends on the type of hedge arrangement. The farr value of
dervatives 1s the estimated amount recervable or payable to termunate the contract determmed by reference to the market prices prevaling at the balance
sheet date

Hedging
(i) Farr value hedges

Where a dervauve financial instrument hedges the changes n far value of recogmised assets or habihues, any gan or loss is recogmised within
finance costs or finance mcome, as appropniate m the mncome statement The hedged item 1s also stated, separately from the dervative, at far value in
respect of the sk bemng hedged with any gam or loss also recogmsed within finance costs or finance income as approprate in the mcome statement.
This wall result in varsations in the balance sheet values of the gross debt and the offsetting dervatives as the market value fluctuates.

(u) Hedges of net investments i overseas operations
A gain or loss i respect of an eflective hedge of a net investment m an overseas operaton s recognised directly m equity Any effective poruon of the
hedge 15 recogmsed m the ncome statement.

Non dernivative financial instraments
Non dernvative financial instruments comprise mvestments n equity and debt secunties trade and other recewvables cash and cash equivalents, loans
and borrowmngs and trade and other payables

Non-dervative financral mstruments are recogmsed mtially at far value Subsequent to mibal recogrution non-denvatve financial instruments are measured
as described below

A financial mstrument 1s recogused if the Group becomes a party to the contractual provisions of the nstrument. Finanoal assets are derecognssed if the
Group's contractual nights to the cash flows from the financial asset expre financal babilities are derecogmsed (f the Group's oblgatrons speafied 1n the

contract expire or are discharged and canceBed

(t) Interest-beanng borrowings [nterest-beaning borrowings are recogmsed mmtally at far value less attributable transacuion costs  Subsequent to
imual recogmuion, mterest beanng borrowangs are stated at amortised cost with any difference between cost and redemption value bemg recogmsed n

the income statement over the period of the borrowings on an effective interest basis

(u} Employee benefits - Pension obhgauons The Group operates a number of defined benefit and defined contrbuvion plans the assets of which
are held m mdependent erustee admunstered funds  Penston accounung costs for defined benefit plans are assessed by determining the pension obigation
using the projected unit credit method after ncludmg a credut for the expected return on plan assets. Under ths method 1 accordance with the advice
of qualified actuanes the amounts charged in respect of employee benefits reflect the cost of benefits accrung in the year and the cost of financing historical

accrued benefits. The Group recogmnises all actuanal gams and losses ansig from defined benefit plans directly n equity immediately

The present value of pension obligations 15 measured by reference to market yields on high quality corporate bonds which have terms to matunty
approximaung to the terms of the related pension babidty Plan assets are measused at far value The Groups total contnbutions relaung to the defined

contribution plans are charged to the ncome statement 1n the year to which they relate

{v) Employee benelits - Share based payments The Group operates a number of employee share option schemes The far value at the date
at which the share options are granted s recogmsed u the meome statement on a straight tne basis over the vesting penod, taking mto zccount the number
of opuons that are expected to vest. The far value of the options granted 15 measured using an opuon pricng model, takmg into account the erms and
condiions upon which the opuons were granted The number of opuons that are expected to become exercisable 1s reviewed at each balance sheet
date and f necessary estimates are revised. In accordance with the transiwonal provisions of IFRSZ, no mcome statement expenses are recorded m respect

of grants of share opuons made prios to 7 November 2002
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1 Accounung policies (conunued)
(w) Leases Leases are classified as finance leases wherever the lease transfers substanually all the risks and rewards of ownership to the Group

All other [eases are treated as operatng leases.

Assets held under finance leases are recorded at incepuon at the lower of the far value of the asset and the present value of the muumum payments
requred to be made under the lease The corresponding bability 1s recorded as a finance lease obligauon. The finance charge element of rentals paid
under these leases 15 expensed so as ta give a constant rate of finance charge on the remamnder of the obligaion. Finance charges are expensed in

the wicome statement and the capitalised leased asset is depreciated over the shorter of the lease term and the asset’s useful economic Ufe

Rentals pad under operating leases are charged directly to the imncome statement on a straight line basis over the period of the lease Leases subject to
predetermined fixed rental uphfis have their rentals accounted for on a straight bne basis recogmsed over the fe of the lease  Lease incentives received

and paid are recogused in the ncome statement as an integral part of the total lease expense over the term of the lease

(x) Dividends Final dvidends proposed by the Board and unpad at the end of the year are not recognised 1n the financial statements until they have
been approved by the shareholders at the AGM Interim dmdends are recognised when they are pad

(y) Capitahisavon of finance costs Gross finance costs dwectly attnbutable to the construcuon of property plant and equpment are capitabsed as

part of the cost of those assets until such a ime as the assets are substantially ready for thewr intended use or sale

(z) Segment reporing A busmess segment 15 a group of assets and operauons engaged in providing products or services that are subject to risks and
returns that are different from those of other business segments A geographic segment 15 engaged n providing products or services within a parucular

economic environment that are subject to nisks and returns that are different from those of segments operating in other economic environments

(aa) Own shares held by ESOP trust Transactions of the Group-sponsored ESOP trust are ncluded w the Group finzncat statements In

particular the trusts purchases / szles of shares in the company are debited / credited directly to equty

{ab) Adopuon of new and revised standards and new standards and interpretations not yet adopted In the cutrent year, the Group has adopted IFRS 7
‘Financial mstruments Disclosures’ whuch s effective for annual reporung periods begnnng on or after 1 January 2007 and the related amendments to
1AS 1 "Presentation of Financial Statements  The impact of the adoption of IFRS 7 and the changes to [AS 1 has been to expand the disdosures provided
in these financial statements regarding the Group's financial nstruments and management of capital (see note 18) Four interpretabons ssued by the
International Financial Reportng Interpretations Comnuttee are effective for the current penod. These are [FRIC 7 "Applying the Restatement Approach
under IAS 29 Financial Reportng in Hypennilauonary Economies” IFRIC 8 Scope of IFRS 2* [FRICO 'Reassessment of Embedded Derwvatives', and IFRIC

10 ‘Intersm Financial Reporting and lmparment' The adoption of these Interpretatons has not led to any changes i the Group's accounting polcies

The following Standards and Interpretations have been published endorsed by the EU, and are avalable for early adoption but have not yet been appled
by the Group i these fnancial statements. -

IFRS 8 'Operaung segments' introduces the 'management approach' to segment reportng. This will require the discosure of segmental mformation based
on the mternal reports regularly reviewed by the Board i order (o assess each segment’s performance and allocate resources to them. [FRS 8 becomes

effective for the Group's 2009 financial statements and no fundamental changes are anuapated (o current disclosures.
The following have been publshed but have not yet been endorsed by the EU
IAS 23 Revsed Borrowing costs' removes the opton to expense borrowmg costs and requires that an entity capitalse borrowng costs directly atinbutable

to the acquisition, constructien or producaon of a qualifying asset as a cost of that asset. The revised {AS 23 will become mandatory for the Group's 2009
Brancial statements The Group already capitabse borrowing costs as descnbed above i (y)

Pendragon PLC_Annual Re port 2007
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1 Accounting policies (conunued)

IFRIC 11 "IFRS 2 Group and Treasury Share Transacuons' requures a share-based payment arrangement i which an entity receises goods ar services as
consideration for 1ts own equity nstruments to be accounted for as an equity-settled share-based payment transaction. IFRIC 11 will become effective
for the Group's 2008 financial statements, with retrospective applicztion requred [t 15 not expected to have any impact on the consobdated financial
statements

IFRIC 12 "Servce Concession Arrangements’ provides gusdance on certan recogruuon and measurement ssues that anse m accounting for public-to-pvate
service concession arrangements [FRIC 12 which becomes mandatory for the Group's 2008 finanaal statements s not expected to have any wnpact on
the consolidated financial statements

IERIC 13 'Customer Loyalty Programmes’ addresses the accounting by entiies wha operate customer loyalty programmes with therr customers which
offer free or discounted goods on redemption of credits. IFRIC 13 which becomes mandatory for the Graup’s 2009 financal statements s not expected
to have any impact on the consolidated financial statements.

IFRIC 14 "1AS 19The Limut on a Defined Benefit Asset, Miimum Funding Requirements and therr Interaction’ clanfies when refunds or reductions m future
contnbutons  relation to defined benefit assets should be regarded as avalable and provides gudance on the mpact of ruumum funding requrements
{MFR) on such asseis. [t also addresses when a MFR mught give rise to a habity 1FRIC 14 wil become mandatory for the Group's 2008 fnancal statements,
with retrospective application required. The Group has not yet determmed the potential effect of the mterpretation.

2 Segmental analysis

Segment mformation 1s presented i respect of the Group's busmess and geographical segments The prmary format, business segments s based on the

Group's management and mternal reporung structure

Segment results assets and babiites include iems directly attributable to a segment as well as those that can be allocated on a reasonable bass Central

stems comprise of mamly corporate assets and expenses, loans and borrowings

Inter-segment transfers and transactions are entered mto under normal commercial terms and conditons that would also be avalable to unrelated third

parties

Segment capital expenditure 15 the total cost mcurred dunng the period to acquire segment assets that are expected to be used for more than one period
Pnmary reporting format - Business segments

The Group comprises the folowing mam business segments.

Stratstone This segment comprises the Group's luxury car brand encompassing the sale of new and used motor cars and motorbikes together with
associated aftersales actmies of service body reparr and parts sales The operation in the United States of America and the discontinued operation in

Germany are both reported within the Stratstone segment,

Evans Halshaw This segment comprises the Group's volume car brand encompassing the sale of new and used motor cars, together with associated
aftersales actvities of service body repar and parts sales

Chatfields. Ths segment comprises the Group's truck and commercial vans brand encompassing the sale of new and used trecks and commeraal vehucles,
together with associated aftersales actvities of service body reparr and parts sales.

Contracts This segment compnises the Group's contract hure actmbes
Parts. This segment comprises the Group's parts distribution businesses which trade under the Quickco name

Technology This segment comprises the Group's actvties as a dealer management systern provider and shared service centre
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2 Segmental an'alys:s {continued)
Secondary reporung format - Geographtc segments

The Group s business segments operate m two man geographical areas and are managed on a worlddwide basis. These segments are the UK and Overseas.
The Overseas segment includes US and German operatons which are combined on the basis of matenality Of the Overseas segment, the German

operation was discontinued during the year

Actmvues n the UK compnse all operaung segments. Overseas aperauons compnse motor activies only

Revenue
2007 2007 2007 2006 2006 2006
Less Germany Continuzing Less Germany Continumng
Consobdated  (Discontmued) Operations Consolidated  (Discontinued) Operavons
£m £m fm £m fm fm
UK 418799 - 48799 48437 48437
Overseas 2006 (203) 1803 2573 (425) 2148
Revenue from external customers 50805 (203) 50602 51010 425) 50585
Revenue 15 allocated based on the country m which the customer (s located
Gross assels
2007 2007 2007 2006 2006 2006
Less Germany Continumng Less Germany Continuing
Consoldated  (Discontmued} Operations Consobdated  (Discontinued) Operations
£m fm £m £m fm £m
UK 18032 - 1,8032 19001 - 19001
Qverseas 633 (29) 604 1050 (171 879
18665 (29) 18636 20051 (171) 1,988 0
Jowt venture 40 - 40 30 - 30
18705 29) 1,867 6 20081 (171) 19310
Total assets are based on where the asset 15 located
Caputal expenditure
2007 2007 2007 2006 2006 2006
Less Germany Conumng Less Germany Contining
Consobdated  (Discontnued) Operations Consobdated  (Discontnued) Ohperations
£m £fm Em £m £m £m
UK 1598 - 1598 1681 _ 1681
Overseas 56 (06) 50 58 02} 56
1654 (06) 1648 1739 {02 1737

Capital expenditure s based on where the asset s located
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3 Net operaung expenses and exceptional items

2007 2006
fm £m
Net operaung expenses
Distrbution costs (3639 (364 3}
Admunstrative expenses {222 0) {197 8)
Rents received 05 05
(3854) (561 6)

Expenses and income meurred or recewed dunng the year which due to therr size and nature of being wtems that are typically non recurring, are drawn
out for separate disclosure as exceptional tems. Dunng the year exceptional costs were £6 8m m respect of imparment of goodwil (see note 11}

Exceptional costs mcurred in the previous penod were £59m which comprised £4 0m m respect of closure and integration costs ansing following the
acquisiion of Reg Vardy plc £1 Om 1n respect of the abortive acquissbon costs incurred in the unsuccessful bid for Lookers ple and £0 Sm impatrment of
goodwil An exceptional net gan of £3 9m was made dunng the pror year on curtalment of the defined benefit pension schemes In all respects these
costs are ncluded In operatng expenses

Other income being the profit on disposal of businesses and property comprses £1 Im profit on the disposal of motor velude dealerships (2006 £0 1m)
and £17 4m profit on sale of properues (2006 £24 2m after deducung £4 Om mmparment losses on non cwrrent assets held for sale)

Continuing Disconunued

The following items have been charged to the mcome statement operatons operations Total
as operating expenses dunng the year 2007 2006 2007 2006 2007 2006
£m £m fm fm £m £m
Deprecauon of property plant and cquipment owned 558 596 02 03 560 599
held under finance leases 25 21 - - 25 21
Amortisation of intemnally generated miangble assets 01 - - - 01 -
Amortisation of other mtangble assets a7 3t - - 07 31
[mpairment of goodwalt 68 09 - - 68 09
Operating lease rentals payable ture of plant and machmery 33 44 - - 313 44
property rentals 446 274 05 10 451 284
2007 2006
Auditors remunerahon £000 1000
Audit of these financial statements 1943 1850

Amounts recervable by the auditors and their assodates in respect of

Audit of financial statements of subsidianes pursuant o legslauon 2254 3495
Other services relating 10 taxauon ~ 106 9 855
Pension valuation and actuanal seraces 5752 7120
Services relaung to corporate finance transactons entered nto - 8383
All other services 878 745
1,189 6 22448

Of the above £nl (2006 £552,000) w relavon to the corporate finance transachions entered into has been capitalised as part of the costs relating to these
transactions.
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4 Employees
The average number of peaple emplayed by the Group in the following areas was.
2007 2006
Number Number
Sales 5062 5327
Aftersales 8359 8864
Admmnstration 2326 2408
15 747 16598
Costs meurred m respect of these employees were
2007 2006
£m im
Wages and salanes 346 1 3520
Soaal secunty costs 330 31
Contnbutons to defined contnbution plans 53 10
Decrease m kabdity for defined benefit plans 42 67
Share based payments - 09
3802 3833

5 Directors

Total emoluments of directors (ncluding pension contnbutions) amounted to £2 0m (2006 £20m)

Information relaung to directors emoluments, share options and pension entitlements 1s set out in the Directors Remuneration Report on pages 29 to
36

6 Results of discontinued operation
On 30 June 2007 the Group sold the trading assets of all its German based motor vehicle dealersups  The German division was not a discontnued
operatan or dassiied as held for sale as at 31 December 2006 and therefore the comparative mcome statement has been re presented to show the

discontinued operation separately from contnuing operations (see note 1p)

Results of discontinzed operation 2007 2006

£m £m
Revenue 203 425
Expenses 219 438)
Results from operaung actvities (18) 13
Income tax expense - -
Results from operating actvibes net of mcome tax (16 (13)
Loss on sale of discontinued operation (05) -
Loss for the penod N @1 {13)

Dunng the year the German operation contnbuted a cash outflow of £2 9m to the Group s net operating cash flows (2006 mow £0 2m) and contnbuted

£52m (2006 pad £0 Im) m respect of mvestng actvites. There were no financing cash flows in the current or pnor years,
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7 Finance expense

2007 2006
Recogmsed m profit and loss im im
Interest payable on bank borrowings 191 283
Interest payable on loan notes 94 95
Debt ssuance costs 11 10
Vehicle stocking plan interest 324 253
[nterest payable on finance leases 06 04
[nterest on pension scheme obligatons 179 165
Less nterest capitabsed 01) (03)
Total interest expense 809 807
Farr value losses - interest rate swaps 01 10
Unwinding of discounts i contract bure residuat vafues 25 27
Total finance expense 835 844
Interest expense in respect of financial habibues held at amortised cost 715 712
Interest expense in respect of inancal labidities held at far value 94 95
Fair value losses - interest rate swaps 01 10
Unwinding of discounts n contract ture residual values 25 27
Total finance expense 835 844
Interest of £0 1m (2006 £03m) has been capitalsed dunng the year at an average rate of 6 52% (2006 5 75%) on assets under constructon.
8 Finance mcome
2007 2006
Recogmsed in profit and loss im £m
Interest recervable on bank deposits 13 08
Interest on pension scheme assets 221 169
Total finance income 234 177
9 Taxaton
2007 2006
fm £m
UK corporaton tax.
Current tax on income for the year 95 201
Adjustments 1n respect of prior penods (t07) (36)
(12) 165
Overseas taxation
Current tax on mcome for the year 04 14
Adjustments in respect of pnor penods - 04
04 13
Total cutrent tax expense {0 8) 183
Delerred tax expense
Ongnauon and reversal of temporary differences 41 106
33 289
The total aggregate tax chasges recognsed in the mcome statement are analysed as: 2007 2008
£m £m
Cusrent tax 08 183
Deferred tax 11 106
Total ncome tax cxpense m the mcome statement 33 289
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9 Taxaton (contiued)

Factors affecting the tax charge for the period

The tax assessed ts different than the standard rate of corporation tax m the UK (30%) 2007 2006
The differences are explaned below im fm
Profit / (toss) belore taxabon
Contnuing operauons 465 977
Discontinued operatons 2 (13)
444 964
Tax on profit at UK rate of 30% (2006 30%) 133 289
Ddferences
Tax effect of share of results from joint venture 02} -
Accountng deprecation for wiuch no tax relef 5 due 01 03
Difference between accounts profits and taxable profits on capstal asset disposals (14) {10)
Other disallowables 04 10
Unrecognused losses 07 07
Tax rate differential on overseas income 01 03
Movement i rolled over and held over chargeable gains - 04
Asset imparment charge z1 03
Impact of Finance Act 2007 changes 77 -
Adjustments to tax charge m respect of previous penods @n t2)
Total tax charge 33 289
2007 2006
‘The impact of the Finance Act 2007 changes are fm fm
Removal of balancing adjustments on disposal of industnial buddings 37 -
Reducton m the tax rate from Apnl 2008 onwards from 30% to 28% (see factors alfecting Ruture tax charge below) 40 .
17 -
Deferred tax (expense) / credit recogrused directly in equity 2007 2008
fm £m
Relaung to share based payments 20 15
Actuanal gans and losses (85) {54)
(10 5) (39)

Factors affecung the future tax charge

it has been announced that the corporation tax rate applicable 10 the Company 15 to change from 30% to 28% with effect from 1 Apnl 2008 The deferred
tax liabifity has been calculated at 28% as it s expected that tmng diferences will reverse after 1 Apnl 2008. The benefit of this decrease in rate s eshmated
to be £4 Om and s reflected as a reduction  the deferred tax expense for the penod Although the UK tax rate m future will be lower, the effecuve
rate of tax on the Group's trading profits 15 expected to be lugher than the standard rate as the Group operates i the USA where the tax rates are lugher
compared to the UK and, as s common i the motor retad mdustry the Group also incurs a sigmficant level of other expenses which are not tax deducuble

{manly depreciation on showrooms and other non deductible expenditure)
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9 Taxaton {conunued)

Unrecogrused deferred tax assets

There are unutlised tax losses wathin the Group of £17 9m (2006 £15 5m) relatmg 10 overseas busmesses for which no deferred 1ax asset has been
recogmsed pending clanty of the avalabiity of intra-EU losses

Deferred tax assets / (babilizes)
Deferred income tax assets and babiities are offset when there 15 a legally enforceable nght to offset current tax assets aganst current tax babiues and

when the deferred income taxes relate to the same fiscal authonty ‘The offset amounts are as follows:

2007 2006
fm fm
Deferred tax assets 60 265
Deferred tax Labiibes {62 6) (68 5)
{56 6) (420}
The movements m temporary differences for the year are as follows
Charged /
(credited) to
Atl consoldated At 31
January On meome  Credited Charged to Exchange  December
2006 acquswon statement  to equity investment differences 2006
£m fm fm fm £m fm im
Property, plant and equipment 313 197 18 - 59 1) 586
Rolled over and held over gams 59 44 JUE} - - - 99
Intangible assets - 06 {06) - - - -
Retrement benefit obligations 290) 46) 57 54 - - 22 5)
Share based payments 49 - 44 15) - - 20
Financial mstruments 01 - {03) - - - 02)
Provisions (14) 04} - - - - {18)
Tax habihuies / (assets) 20 197 106 39 59 {1L2)] 420
Charged /
(credited} to
At consobdated At31
January Cn ncome Credited Charged to Exchange  December
2007 acqusiton statement  to equiy wmnvestment differences 2007
fm fm fm fm £m £m fm
Property plant and equipment 586 88) - - - 498
Rolled over and held over gams 99 - 29 - - - 128
Reurement benefit oblgatons (225) - 96 85 - - {44)
Share based payments 20 - - 20 - - -
Financial mstruments 02 - - - - - (02)
Provisions (18 - 04 - - - (14)
Tax Labiities 420 - 41 105 - - 566
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10 Eamngs per share

2007- 2607 2006 2006
Earmungs per Earmungs Earmungs per Earnmngs
share Total share Total
pence fm pence fm
Basic earmings per share - continung operations 68 432 109 638
Basic earnmgs per share - discontinued operations 03) (z1) 02) 13
Basic earungs per share 65 411 107 675
Adjusung items:
Profit on business and property disposals (2 8} (18 0) (39) (243}
Goodwilt impairment 11 68 a1 08
Abartive acqusition costs - - 0z 10
Gan on curtalment of defined benefit pension schemes - - {16) 99
Gperaung exceptional costs - - 06 19
Exceptional deferred tax credit {see note 9) {12) (77 -
Tax effect of adjusiing ttems 05 40 14 g1
Adjusted earnings per share 41 262 73 473
Diluted earnings per share - contnuing operations 67 432 108 688
Diuted earnungs per share total 64 4t 1 106 675
Diluted earmungs per share adjusted 41 262 74 473
The calculation of basic, adjusted and diuted earmngs per share 15 hased an the folowutg number of shares m issue {millions)
2007 2006
Number Number
Weghted average number of ordary shares mssue 635 2 6290
Weighted average number of diutve shares under opton 66 107
Weghted average number of shares in issue taking account of applcable outstanding share opuons 6418 6397

The dwectors constder that the adjusted earnings per share figure provides a better measure of comparatne performance

The weighted average number of shares used m the calculavon of the diuted earrungs per share for the year to 31 December 2007 excludes 3 0m potental

shares {2006 6 1m) as these were non dilutive n accordance with 1AS 33 'Earmings Per Share’
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11 Intangible assets

Other
Goodwd tangibles Total
im fm fm

Cost
At 1 January 2006 1693 93 1788
Addinons through business combmations 2725 32 2757
Other additions - 05 05
Exchange adjustments {15) - (13)
Disposals ©9) {05) (L4)
Classified 25 non-current assets held for sale (17} - an
At 31 December 2006 4377 127 450 4
At 1 January 2007 4377 127 450 4
Addwons through business combinations 13 13
Other additions - 19 19
Exchange adjustments ©02) ©2)
Disposals {09) (04) (1 3)
At 31 December 2007 4379 142 452 1
Amartisation
At 1 January 2006 30 83 113
Amortised dunng the year - 31 31
Impairment 09 09
Disposals 0D 1)
At 31 December 2006 39 113 152
At 1 January 2007 39 113 152
Amortised dunng the year - 08 08
[mparment 68 - 68
At 31 December 2007 107 121 228
Carmying amounts
At 1 January 2006 1663 12 167 5
At 31 December 2006 4338 14 4352
At 1 January 2007 4338 14 4352
At 31 December 2007 4272 21 4293

The amornsauon charge in respect of ather intangibles s recogmised withun operaung expenses i the mcome statement. Development costs are amortised
over a penod of 5 years Software 1s amorused over a penod of 4 years

Impasment losses of £6 8m of goodwl attaching to business units pendimg closure where the future cash flows from these are not expected to recover
the goodwill carrying value are recognised within operating expenses m the mcome statement {2006 £09m)

Goodwill s allocated across multiple cash-generatng units and consequently a consistent approach in assessing the carryng value of this amount 15 taken.
This value was determined by discountmg the future cash flows generated from the continuing use of the umt and was based on the foliowing key
assumptions’

Cash flows were projected based on actual operating results and the current business plan as approved by management, with regard to the long term
strategy of the Group in terms of business representation. These were extrapolated over a 20 year penod Management believes that this forecast penod
was ustified due to the long term outlook for the wdustry and the Group s domunant posibon i the market place.

Whist 1t 15 antaipated that the units will grow revenues in the future, for the purpose of the impawment testng, no growth has been assumed.

A pre-tax discount rate of 8 5% was appbed mn determuung the recoverable zmount of the units which the Group have estmated to be the approximate
weighted average cost of capital of the Group
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11 Intangble assets {conunued)

Goodwill by segment 2007 2006
fm fm

Stratstone 156 5 1588
Evans Halshaw 2333 2367
Chatfields 120 129
Support 09 09
Contract Hire 245 245

4272 4338
12 Property plant and equipment

Land & Plant & Mator
buldings equipment vehcles Total
£m fm £m £m

Cost
At 1 January 2006 2535 511 1821 4867
Additons through busmess combinauons 198 8 110 462 2560
Other addittons 286 138 1315 1739
Exchange adjustments (16) {04) 01 21
Disposal of busmesses (04} 04) - ©8)
Other disposals (212 4) 98) (1436) (365 8)
Classified as non-current assets held for sale (314) 02) - {31 6)
At 31 December 2006 2351 651 2161 5163
At 1 January 2007 2351 651 2161 5163
Addibons through business combinations 68 10 . 78
Other additons 178 165 1312 1655
Exchange adjustments 0z 0l - 03
Disposal of busmesses an (14) - (51)
Other disposals f211) 37 1135 (1383)
Classified as non current assets held for sale 420 - - (420)
At 31 December 2007 1931 776 2338 5045
Depreciation
At 1 january 2006 73 267 587 927
Exchange adjustments 02 03) - 05)
Charge for the year 44 113 463 620
Disposal of businesses 03) - ©3)
Other disposals (24) (74) 473) (57 1)
Classified as non current assets held for sale 09 - 9
At 31 December 2006 82 300 571 359
At 1 January 2007 82 300 577 959
Exchange adjustments 0l 01 . 02
Charge lor the year 36 127 422 585
Disposal of businesses o7 {13) - 20
Other disposals 03 (15} (299 (311
Classfied as non-current assets held for sale 21 - (21)
At 31 December 2007 94 400 700 1194
Camrying amounts
At 1 January 2006 2462 244 1234 3940
At 31 December 2006 2269 351 1584 4204
At 1 January 2007 2269 351 1584 4204
At 31 December 2007 1837 376 1638 3851
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12 Property, plant and equipment {coninued)
Included m the amounts for plant, equpment and motor vehicles above are the following amounts relating to leased assets and assets acquired under
lure purchase contracts:

Land & Plant & Motor
buldings equipment vehicles Total
fm £m £m £m
Depreciation
Charge for the year - 25 25
Carrying amounts
At 31 December 2006 06 - 82 88
At 31 December 2007 06 - 70 16

Interest of £0 1m has been capitalised dunng the year at an average rate of 6 52% on assets under construction.
Cumulative mterest charges of £0 5m (2006 £0 4m) have been capualsed as construction costs and included in land and buildings

Land and buldmngs mclude £2 6m (2006 £4 5m) m respect of buldng projects curreatly under construction for which no depreciation has been charged
dunng the year

Future capital expenditure which has been contracted for but not yet provided 1n the financial statements amounted to £4 7m (2006 £2 9m}

13 Interest w joint venture

The Group has a 51% ordinary share capual meerest n a jont venture PPHO Limited, a company that s incorporated and trading m the United Kingdom,
whose prnapal acuvity 1s that of a property company The jomt venture 1s accounted for under the equity accounting method and included m the
consolidated financtal statements as a non current asset of £4 Om (2006 £3 Om) that represents the Group's interests i the assets and babilues of the

jomt venture which & analysed below The Group s share of revenues and expenses of the jomt venture indluded 1 the mcome statement s also presented

The Group, whist holding 2 51% holding m the ordinary share capital of PPHO Limited holds by way of a contractual agreement 50% of the voting nghts
attaching to that company, thereby gwng the Group jomt control

2007 2006

fm fm

Non current assets 1850 1622
Current assets 57 239
Non-current labilties (166 2) (166 0)
Current labiiues ¢ (24 5) (17 hH
10 30

Income 118 37
Expenses (10 6) 32
Income tax expense 04 1
08 04

Reconciliation of movement 1n mterest n joint venture fm
Interest 1n joint venture at 31 December 2006 30
Share of profit after mcome tax expense 08
Subscription mn shares 1n joint venture company 02
Interest wn jount venture at 31 December 2007 40

PPHO Lumted has borrowangs secured on s land and buldings At 31 December 2007 PPHO Limsted has no contractual capital commitments.
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14 inventones

2007 2006

fm £m

New and used velndes 5923 6719
Consignment vehices 1417 1247
Velucle parts and other nventones 525 536
786 5 8502

Inventones recognised as an expense dunng the year 43141 43210
[nventories stated at far value less costs to sell 07 32
Carrying value of inventones subject to retention of ttle clauses 600 8 6371

Dunng the year £0 4m was recogiused as a net credit to expenses i respect of the write down of vetude parts inventones due to the reduction i allowance
for wnpawrment (2006 £0 Lm credut)

15 Trade and other receivables

2007 2006

fm fm

Trade recervables 1158 1408
Other recevables 778 1102
Prepayments 123 98
2059 2609

Al amounts are due within one year

Of the trade recewvables, 69% is not past due payment date (2006 72%) The majonty of trade recevable beyond due date s aged between 0 and 120
days The Group makes an impairment provision for all debts that are considered unlikely to be collected plus a proportion of all debts over 120 days
past their due date At 31 December 2007 trade recevables are shown net of an allowance for immpairment of £0 5m (2006 £1 4m) The expense
recogmised for imparment losses dunng the year was £0 2m (2006 £0 5m)

Belore granting any new customer credit terms the Group uses external credit sconng systems to assess the potential new customer's credit qualty and
defines credit bnuts by customer  These bonts and credi worthuness are regularly reviewed and use s made of momtormg alerts provided by the provnders
of the credit sconng systems, The Group has no customer that represents more that 5% of the total balance of trade receivables

16 Trade and other payables

2007 2006

£m fm

Trade payables - 7233 8108
Consignment vetucle habdties 7 1247
Payments received on account 150 159
Other taxation and social secunty 115 263
Accruals 1897 1941
10812 11718

As at 31 December 2007 the cutstanding commitment to purchase ex-contract vehicles that were not suppled by the company amounted to £7 6m
(2006 £155m) Expected losses in respect of these commutments of £2 6m (2006 £3 Om) are included i accruals
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17 Interest beanng loans and borrowings

2007 2006
fm £m

Non-current habiliies
Unsecured bank loans 1852 2620
{nsecured loan notes 1050 1025
Finance lease babiities (see note 26} 70 65
2972 jio

Current kabiliies

Unsecured bank loans 751 -
Unsecused other loans 40 40
Unsecured loan notes - 13
Finance lease babilities (see note 26) 27 51
818 104

Note 18 sets out the matunty profile of non current babilives.

18 Funancial instruments and denvatives

Fmancial nsk management

The Group 1s exposed to the lollowing nsks from its use of financial nstruments.

Funding and bquidity nsk  the nsk that the Group will nat be able to meet its finanaal obkgations as they fall due
Credit nsk - the nsk of financal loss to the Group on the falure of a customer or counterparty to meet its obligations to the Group as they fall due
Market nsk - the risk that changes m market pnces such as mterest rates and foreign exchange rates, have on the Group's financia! performance

The Group's quantitative expasure to these nsks 1s explamed throughout these financial statements whilst the Group’s objectives and management of

these nsks 15 set out below

Treasury policy and procedures

Group treasury matters are managed within policy gwdehnes set by the Board with prme areas of focus beng hquidity, interest rate and foreign exchange
exposure  Management of these areas is the responsibility of the Group's central treasury functon  Denvatwe financial mstruments are utilsed to reduce
exposure (o movements 10 foretgn exchange rates and interest rates The Board does not pertut the speculative use of denvatives

Funding and hquidity management

The Group i financed pnmarily by loan notes, bank loans, vehicle stocking credit lnes and operating cash flow Commtted facilives have a range of
matunties are mantamed at levels in excess of planned requrements and are m addion to short term uncommitted facdities that are also available to
the Group.

Each business within the Group 1 responsible for its own day to day cash management and the overall cash posiion ts momstored on 2 daily basis by the
Group treasury department. Where our overseas subsidianes bomrow to fund ther businesses they do so mdependently of and without recourse to the
UK parent company
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18 Financial instruments and denvatives (continued)

Interest rate nsk management

The objective of the Group s interest rate policy 15 to mmimuse interest costs whilst protectung the Group from adverse movements 1 interest rates
Barrowings 1ssued at vanable rates expose the Group to cash flow interest rate nsk whereas borrowings issued at fixed rates expose the Group to far
value interest rate nsk. The Board bebeves that the retal sector in which the Group operates provides a natural hedge aganst interest rate movements.
Consequently, it 15 Group policy to borrow on a floating rate basis and alt far value nterest rate nisk arsing from fixed rate borrowings entered into by

the Group are inanaged by swaps nto Ooating rate

Interest rate nsk sensitvity analysis

As all of the Group's borrowings and velucle stocking credit bnes, after taking nto account the effect of swaps, are floating rate mstruments they therelore
have a sensiivity to changes in market rates of interest. The table below shows the effect of a 100 hasis points change in interest rates for floating rate
nstruments outstanding at the penod end showing how profit or loss would have vaned m the penod on the assumption that the mstruments at the
penod end were outstanding for the entre penod

Profit / (loss) Prafit / (Joss)

2007 2006

£m £m

100 bps mcrease {102 80
Tax effect 31 24
Effect on net assets (71) (56)
100 bps decrease 102 80
Tax effect (35 24)
Effect on net assets 71 56

Foreign exchange nsk management

The Group faces currency nsk in respect of its net assets denomunated in currencies other than sterhing  On translation mto sterling movements o currency
wll affect the value of these assets The Groups policy 1s therefore to match, where possible, net assets in overseas subsidianes wiuch are denomunated
m a foresgn currency with borrowings m the same currency Simiarly, where the Group borows 1n a foreign currency to finance assets denomunated in
sterlng the borrowings are swapped into sterling, In lne with these policies the Group has swapped all of its fixed rate loan notes denommated in US
dollars mto floating rate sterlng and has borrowed USD 500m (2006 USD 49 {(tm) aganst its net assets held m overseas subsidianes. The Group’s German
operations were disposed of dunng the year and all cash ansing from the disposal denonunated un euro was immedaatcely converted to stering Consequently

there was o requrement to borrow n Euro at 31 December 2007 10 hedge exposure to nsk in movement of ewro exchange rates (2006 eurc 100m)

Credit nsk management

The Group 15 exposed to credit nsk primanly i respect of ats trade recevables and financiat assets Trade recervables are stated net of provision for
estimated imparment losses Exposure to credit nsk in respect of trade receivables s mitigated by the Group's policy of only granting credit to certamn
customers after an appropiate evaluation of credit nsk. Credit nsk anses in respect of amounts due from manufacturers m relation to bonuses and warranty
recevables This nsk 15 mitigated by the range of manufacturers dealt with the Group's procedures in effecung umely collection of amounts due and
management's belef that it does not expect any manufacturer to fal to meet 1ts cbligations. Financial assets compnse cash balances and assets ansing
from transacuons mvomng denvatve financial mstruments The counterpartes are banks wath sound credit ratings and management does not expect any
counterparty to fad to meet its obhgauons The maximum exposure to credit risk is represented by the carrying amount of each financial asset, mcluding
denvative financial mstruments m the balance sheet
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18 Fipancial instruments and denvauves (conunued)

Capital management

The Board's pobcy 15 to mantan a strong capital base to mantam market confidence and to sustam the development of the business, whilst maxmusing
the return on capital to the Group's shareholders. The Group seeks to achieve an mcrease in earmings per share growth of RPI + 10% per annum and
mnerease dvdends each year The Group attempts to mamiam an optnal balance between borrowings and equty and seeks a debt f equity ratio of berween
70% and 100% under normal trading condiions  After tax return on equity for 2007 was 127%

The Group has from tume 1o ume repurchased its own shares 1n the market and cancelled them There 15 no predetermmed plan for dong this although
the Group has permussion from shareholders to buy back up to 10% of its equity at any one ume The Group may use profits made on surplus property
sales to purchase its own shares and cancel them 1 order (o promote growth m earmings per share or to sabisfy share incentives issued to employees of

the Group. The Group encourages its employees 10 be shareholders of the Group with the group wide provision of a sharesave scheme bemng one example.

Certan of the company's subsidianes are required to mantain issued share capital at levels to support capital adequacy under Financial Services Authonity
(FSA) requrements, The Group ensures these requrements are met by iyecuons of equity to the subsidianes i question when required

There were no changes in the approach to the Group's capital management i1n the year

Accounting for denvatve financial instruments and hedging actmties

The Group holds denvative financial mstruments to hedge cwrrency and mnterest nsks ansing from its actmaes. Denvatve fnancal mstryments are measured
at fair value at each balance sheet date Where a denvate Gnancial imstrument hedges the changes in fair value of recogmsed assets or labilities, any
gamn or 10ss 1s recognised m the meome statement  The hedged item 15 also stated, separately from the dervative at fawr value m respect of the nsk beng
hedged wath any gam or loss also recogrised in the mcome statement  This will result in variations n the balance sheet values of the hedged item and
the offsetting denvatives as the market value ftuctuates The falr value of denvatives and hedged items 1s the estimated amount receivable or payable 10
termunate the coatract determned by reference to calculations provided by financal nstitutions utlising market prices prevalling at the balance sheet date

Hedges
Faur value hedges of interest rate and currency nsk

The Group classifies its mterest rate and currency swaps as far value hedges and states them at fair value The net far value of swaps used as hedges of
the Group's USD and GBP Joan notes 15 set out below

Assets Liabilittes Assets Liabilites

canrying carrying carryng camymng

value & value & value & value &

fair value fair value farr value farr value

2007 2007 2006 20086

Fair value hedge fm im im fm
Currency and interest swap (USD 110m / GBP fixed rate to floatng rate) expuing 2011 - (34 48
Currency and mnterest swap (USD §7m [ GBP fixed rate to floanng rate) expinng 2014 - 21) - 29
Interest swap (GBP 17m  fixed rate to floating rate) expiring 2014 - 01) - 03
Total - (56) - (80)

All denvative financial mstrument assets and labiibies are non current. The entical terms of the denvative financial mstrument and the hedged item match
(te currency notional amount, and ummg of rate resets and payments) and therefore changes w the fair value attnbutable to the nsk being hedged are
expecied to be offset by the hedging denvative financial instrument




Notes to the Financial Statements contnued

Pendragon PLC_Anoual Repare 2007

18 Financial instruments and denvatives (conttnued)
Hedpes of net tivesuments w averseas operations

Included withm bank borrowings are balances denominated m US doliar and ewro which are each designated as hedges of the net investment m the Group's
US and German subsidianes respectively The aggregate far value of these borrowings was £40 1m at 31 December 2007 Foreign exchange gans of
£03m on translation of the borrowngs to sterlng at the balance sheet date are recogmised withm the translation differences reserve i equity net of

exchange losses of £04m in respect of the net nvestments bemg hedged

Cash and cash equivalents

Bank balances and bank overdrafts set out below are stated net of legal nghts of set-off resulung from pooling arrangements aperated by individual banks

Carmying Carmying
value & value &
farr value far value
2007 2006
fin fm
Bank balances and cash equvalents 526 197
Borrowings Carmying Carrying
value & value &
fair value farr value
2007 2006
fm £m

Non-current
Bank borrowings 1852 2620
565% USD 110 milon loan notes 2011 546 532
595% USD 67 milon loan notes 2014 333 324
595% GBP 17 mibon loan notes 2014 169 167
Other loan notes 02 0z
Finance leases 70 65
Total non current 2972 3710

Current

Bank borrowings 751 -
QOther loan notes - 13
Finance leases 27 51
Other loans 10 40
3730 3814

Total borrowings

The effecuve mterest rates for all borrowngs alter taking nto account denvauve Bnancal mstruments are all based on LIBOR for the relevant currency

Finance leases are effectvely held at fixed rates of nterest with a weighted average rate of 6 09% Informauon regarding classificatton of balances and

mnterest, the range of interest rates appked n the year to 31 December 2007 and repnong penods s set out in the table overleal
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18 Financial instruments and denvatives {continued)

Carmping Effect of
value & far mterest rate Swapped
value Interest  Interest rate  and currency nterest rate Repnicing
fm Classificaion  classificanon range swaps range periods
Bank balances and cash equivalents 526 Amortsed cost Floatng GBP  500% - 575% NfA N/A 6 months or less
Bank overdrafts - Amorused cost Foaung GBF 600% - 675% NIA N/A 6 months or less
526
Borrawings
Non current
Bank borrowings 1600 Amortsed cost  Floaung GBP 6 35% - 765% N/A N/A 6 months or less
Bank borrowings 252 Amorused cost Floatng USD  558% - 602% N/A N/A 6 months or less
565% USD 110 milion loan notes 2011 546 Farr value Fieed USD 565% Floatng GBP 695% - 843% & months or less
5 85% USD) 67 mdlon loan notes 2014 333 Farr value Fixed USD 595% HRoaong GBP 673% - 820% 6 months or less
595% GBP 17 mulbon loan notes 2014 169 Far value Fixed CBP 595% Floatng GBP 673% - 820% 6 months or less
Other loan notes 02 Amortsed cost  Floaung GBP 12 50% N/A N/A N/A
Finance leases 70  Amortsed cost Fixed GBP  529%-715% N/A N/A Sec note 26
Total noa-current 2972
Current.
Bank borrowings 650 Amorused cost Floatng GBP  635% - 781% N/A N/A 6 months or less
Bank borrowings 101 Amortsed cost Foatmg USD  754% - 8 00% N/A N/A 6 months or less
Finance leases 27 Amortsed cost Fixed GBP  529% - 715% N/A N/A See note 26
Unsecured other loans 40 Amortsed cost Floatmp GBP 532% - 781% N/A N/A 6 months or less
Total borrowings 37190

In addition included within trade payables s £39 1m (2006 £45 Tm) mn respect of contract hire vehicle lease labibties  These are stated at amortised
cost with fixed interest rates that average 6 0%.

The carrying amounts of the Group's borrowings are denommated in the folowing currencies

2007 2006
£m £m
Pound sterling 3338 3395
US dollar 252 352
Euro - - 67
3790 3814

The matunty of non current borrowings 1 as follows
2007 2006
fm £m
Between | and 2 years 400 567
Between 2 and 5 years 2550 2118
Over 5 years 22 1025

2972 3710
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18 Financral instruments and denvatives (conunued)

The group has the foowing undrawn borrowng fachues

2007 2006

fm £m

Expining 1n one year or less - -
Expinng in more than one year but not more than two years -

Expuming in more than two years 2948 268 2

2948 2682

The group has a £550m credit faciity expinng as set out below and USD and GBP loan notes expinng 2011/2014  Both are subject to covenants with

respect to debt / EBITDA and fixed charge coverage

Term loan Expiry date fm
June 2008 200
December 2008 200
June 2009 200
December 2009 200
June 2010 200
December 2010 100 0
Total term loan 2000
Revolving credit faciity December 2010 3500
5500
19 Provistons
The movements m provisions for the year are as follows Warranty
semice Vacant
provision property Total
£m fm fm
At 31 December 2006 102 17 119
Provisions made dunng the year 61 19 B0
Provisions used dunng the year 67 (03) (70
Provisions reversed dunng the year - {02) 02)
At 31 December 2007 96 31 127
Non current 64 28 92
Current 32 03 35
96 31 127

The provision on warranty serice contracts relates to future reparr costs expected aganst ncome recewved in advance on products sold dunng the last

three years It s expected thus expenditure will be incurred within three years of the balance sheer date

The vacant property provision i1s compnsed of the future costs of vacated properties being predomunantly future lease commitments The present value
of future lease commutments s calculated using an 8 5% discount rate and assumes that any sub-let properties will remam so untd the end of the

sub lease

70




Notes to the Financial Statements conunes R e

)7 4

71

20 Called up share capital

Number im
Authonsed shares of 5p each at 31 December 2006 and 31 December 2007 800 000,000 400
Allotted, called up and fully paid shares of 5p each at 31 December 2006 and 31 December 2007 656,027 350 328

No ordinary shares were sssued dunng the year Dunng the previous year 18,750 ordinary shares at an aggregate nominal value of £938 were issued for
a total cash consideration of £1 905 pursuant to the 1989 Executive Share Option Scheme

The holders of ordmary shares are enttled to recerve dvidends as dectared from ume to tme and are enttled to one vote per share at meetings of the
Company Al shares rank equally with regard to the Company's residual assets

21 Capital and reserves

Reconcibation of movement in capital and reserves

Capntal
Share Share redemption Other Translabon  Retamed
capital  premwum reserve reserves reserve earmings Total
fm £m fm fm fm £m fm
Balance at 1 January 2006 328 568 25 126 ©1) 1347 2393
Tatal recogrused ncome and expense for 2006 - - - 02) 802 BOO
Dividends - . - - - (17 4) (17 4)
Share based payments - - - - - 24 24
Disposa) of own shares in share trust - - - 17 17
Balance at 31 December 2006 328 56 8 25 126 {03) 2016 3060
Balance at 1 January 2007 328 568 25 126 (03) 2016 06 0
Total recognised income and expense far 2007 - . 1) 609 608
Dividends - - - (25 4) 254
Share based payments* - - - (16} (16}
Disposal of own shares in share trust B - - - 10 10
Acqusinen of own shares i share trusts - - - - (12) (12)
Balance at 31 December 2007 328 568 25 i26 {04) 2353 3396

* Share based payments inchides a £2 0m deferred tax charge (see note 9}

Capiial redemption resenve
The capital redempuion reserve has arsen following the purchase by the Company of its own shares and compnises the amount by which distnbutable
profits were reduced on these transacoons 1n accordance with Chapter VIl of Part V of the Companes Act 1985

Qther reserves

Other reserves compnse the amount of demerger reserve ansing on the demerger of the Company from Wilbams Holdings PLC m 1989

The market value of the nvestment  the Company’s own shares at 31 December 2007 was £7 2m (2006 £21 0m} bemg 20 4m (2006 21 0m) shares
with a nomunal value of 5p each, acqured at an average cost of £0 44 each (2006 £039) The amounts deducted from retaned earmings for shares held
by ESOP trusts at 31 December 2007 was £8 1m (2006 £7 9m} The mnvestment m own shares represents shares n the Company held by Pendragon
Quest Trustees Limited and Investec Trust Guernsey Limited {employee share ownership trusts) which may subsequently be awarded to Executve Directors
and empleyees under the Pendragon 1999 Approved Executive Share Option Scheme, Pendragon 1999 Unapproved Executive Share Option Scheme
and the 1998 Pendragon Sharesave Scheme Details of the plans are gven m the Drectors’ Remuneraton Report on pages 29 to 36
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21 Capital and reserves {continued)

Dmidends on the shares owned by the trusts, the purchase of which were funded by interest free loans to the trusts from Pendragon PLC ae waved

All expenses ncurred by the trusts are settled directly by Pendragon PLC and charged i the accounts as mcurred

The trusts are regarded as quasi subsidianes and thewr assets and results are consolidated into the financial statements of the Group

Translation reserve

The translaton reserve compnses all foreign exchange differences ansing from the translauon of the net investment in foregn operations as well as from

the wanslaton of labiiwes held to hedge the respectve et investment m foreign operauons

22 Divadends

2007 2006
fm im

Ordnary shares
Final divdend in respect of 2006 of 200p per share (2005 132p) 127 82
Interim dividend 1n respect of 2007 of 2 00p per share (2006 145p) 127 a2
2514 174

A final dmidend in respect of 2007 of 2 00p (2006 2 00p) per share amountmg to a total of £12 7m (2006 £12 7m) 15 proposed by the Board The

dmidend proposed wil not be accounted for unul it has been approved at the Annual General Meeting

Dwdends on the 20 4m shares held by Pendragon Quest Trustees Limited and Investec Trust Guernsey Linuted are waved

23 Busmess combinations
Dwons

On 2 August 2007 the Group acquired the trade and certan assets and iabiites of 19 retal motor vehicle dealerships from the hqudators of Dixon Motor

Group Limuited
in the period from acquisison to 31 December 2007 the businesses contributed a loss of £1 3m

Net farr value of the identfiable assets, labilites and contingent babilues at date of acquisiion

Book Far value Fatr

value adustments value

Em £m fm

Property plant and equipmtent 79 (01} 78
Inventones 79 {04) 75
Trade and other payables - ©3) 03)
158 08) 150

Goodwil 13
Consideraton {mcdudmg costs) 163
Consideration satisfied by cash and cash equivalents 158
Costs of acquisition 05
Far value of consideration pad 163

Net cash outflow arsing on acquisiuons from the previous penod was £466 Om.

If the acquisiions had occurred on 1 January 2007 Group revenues would have been £5,130 0m and the profit for the year atnbutable (o equity holders

of the parent would have been £40 1m.
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23 Buswness combinauons (conunued)

Goodwil ansing in the year through business combinauons represents the value attnibuted to the future profitability of the acquured businesses together

with the associated benefits from economees of scale faciitated by the business combmation and franchise arrangements, which cannot be separatety

dentfied or measured

No business combinations have been made between the balance sheet date and the date of this report.

24 Busmess disposals

Net assets at date of dsposal .

Net book value

£m

Property, plant and equpment 31
Intangble assets - goodwil 09
Non current assets classified as held for sale 90
Inventories 81
‘Trade and other payables tR)]
200

Profit on sale of businesses 11
Loss on sale of discontnued operation {©5)
Proceeds on sale satisfied by cash and cash equvalents 206

No cash was disposed as part of 2 business disposal dunng the year Proceeds on sale sausfied by cash and cash equvalents for previous period was £23 Im.

25 Cash and cash equivalents

2007 2006
fm im
Bank balances and cash equivalents 526 197
Cash and cash equivalents i the statement of cash flows 526 197

26 Obligatiens under finance leases Present value

Mimumum of muumum

lease payments lease payments
2007 2006 2007 2006
fm fm im £m

Amounts payable under finance leases

Within one year 34 54 27 51
In the second to fifth years mclusive 65 58 36 49
Afier live years 83 85 14 16
182 198 97 116
Less future finance charges {85) 82) - -
Present value of lease obligatons 97 i16 97 116
Amount due for setilement within one year 27 51
Amount due for settlement 1 over one year 70 6.5
97 il6

The Group's obhgations under finance leases compnse certan items of plant and equpment, the average lease term of which s 2 1o 3 years and three

propertes on long term leases with a lease term of between 60 and 85 years The effective mnterest rates were mn the range of 4 71% to 6 36%
(2006 4 71% to 636%) The Group's obligabons under finance leases are secured by the lessors' charges over the leased assets.

All leases are on 2 fixed repayment basis and no arrangements have been entered mto for contngent rental payments.
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27 Operating lease arrangements
The group as lessee

At the balance sheet date, the group had outstanding commutments for future mumum lease payments under non cancellable aperatng leases whuch fall

due as follows.

2007 2006

£m fm

Within one year 485 695
[n the second to ffth years wclusive 177 1770
After five years 3671 5107
7873 7572

The group leases a number of properues the majonty of which are motor vehicle showrooms with workshop and parts retal faclities, with varying lease

perods. None of these [eases mciudes contingent rentals In addiwon there are other leases i respect of ttems of plant and equipment wiuch includes

the rental of motor vetucles hired for short term usage typically as courtesy cars

The group as lessar

Property rental mcome earmed during the year was £0 5m (2006 £05m) No contngent rents were recognised m income (2006 £ni)

At the balance sheet date the group had contracted wath tenants for the following future muumum lease payments.

2007 2006

fm fm

Within one year 07 09
In the second to £fth years nclusive 20 31
Alter five years 21 56
48 96

In addition, the group s a lessor in respect of vehicle sales with commutted repurchase terms There are no future muumum lease payments outstanding

28 Employee benefits
Share schemes

The number and weighted average exercise prices of share options 15 as follows

Werghted Number Weighted Number
average of average of
exercise options exercise options

price miikons price mifions

2007 2007 2006 2006
Outstanding at beginmng of peniod 66 87p 243 n70p - 383
Lapsed dunng the penod 99 92p (53) 3833 (50)
Exercsed dunng the peniod 2T 43p a7 24 T0p (16 0)
Granted during the penod - - 130 60p 70
Quistanding at the end of the period 60 43p 173 66 87p 243
Exercisable at the end of the penoed 25 84p 41 28 00p 51

The opuions outstanding at 31 December 2007 have an exercise price i the range of 9 1 pence to 1306 pence and a weighted contractual bfe of 27

years. All share opuons are settled n equity
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28 Employee benefits (conunued)

Movements n the number of aptions to acquire ordinary shares under the Groups vanous share opuon schemes, together with exeraise poces and the
outstanding positron at 31 December 2007 were as follows:

At 31 At 31
Exerase December December
Scheme pnce per 2006 Granted  Exercsed Lapsed 2007
Exercse period Date of grant Description share Number  Number Number Number Number
£7 March 2001 to 16 March Z008 17 March 1998 1989 Executive Scheme Z46p 106 250 - 106,250
9 Qctober 2001 to 8 October 2008* 9 October 1998 1989 Executive Scheme 102p 106 250 - - 106.250
21 June 2002 to 20 June 2009 21 June 1999 1999 Executive Scheme 130p 12500 - - 12,500
1 July 2007 to 31 December 2007 1 fuly 2000 1998 Sharesave Scheme 91ip 602,930 (602.930) -
9 March 2004 to § March 2011 9 March 2001 1989 Executive Stheme 187p 151545 - {38050} 112 495
I july 2008 to 31 December 2008 Ljuly 2091 1998 Sharesave Scheme 180p 68955 - - - 68955
24 March 2006 1o 23 March 2013 24 March 2003 1999 Execotrve Scheme 234p 3149450 (128053) 3,021 395
1 July 2006 to 31 December 2006 1 July 2003 1998 Sharesave Scheme 246p 25510 - (25510) -
I July 2008 to 31 December 2008 1july 2003 1998 Sharesave Scheme 246p 1508600 . - {125720) 1382880
1 july 2010 to 3t December 2010 1 July 2003 1998 Sharesave Scheme 246p 508635 . {89 555) 419040
30 September 2006 to 29 September 2013 30 September 2003 1999 Executive Scheme 402p 1499555 - (803 420) - 696135
200 Seprember 2009 1o 19 September 2014 20 September 2004 1999 Executne Scheme §0Zp 3625000 - - {125000) 3500000
1 july 2008 to 31 December 2008 1 July 2005 1998 Sharesave Scheme 604p 3984715 - (32891) (9934490 2958375
1 July 201010 31 December 2010 I July 2005 1998 Sharesave Scheme 604p 2307855 - (18,074)  {772866) 1516915
1 July 2012 to 31 December 2012 I July 2005 1998 Sharesave Scheme 604p 591320 - (805}  (121895) 468620
1 July 2009 to 31 December 2009 I fuly 2006 1998 Sharesave Scheme 1306p 2683415 - (229) (1283641) 1399545
1 july 2011 to 31 December 2011 I July 2006 1998 Sharesave Scheme  1306p 2621 585 - (1350523 1271060
1 July 2013 to 31 December 2013 I July 2006 1998 Sharesave Scheme 1306p 793485 - (488373) 305110
24347555 + (1630964} (3331066) 17,345,523

* Parallel grant

The share option arrangements scheduled above include a number of arrangements granted before 7 November 2002 The recognition and measurement
principles in {FRS 2 have not been apphed to those grants in accordance wath the transibonal provisions of IFRS 1 and IFRS 2

The grants of share apuons under the 1989 and 1999 Schemes prescribed an earmungs per share performance criteron. It 15 a pre-condibon to the exercse
of grants made under the 1989 and 1999 Schemes that the growth in the Company's earmngs per share over the prescnbed three year penod must exceed
by at least 3 percent per annum (for 1999 scheme) and 2 percent per annum (for the 1989 scheme) compound the annual rate of mflaton as shown by
the RPi Index.

The weighted average share price at the date of exercise for share options exercsed in the year was 98 0 pence (2006 1099 pence)

The vesting conditions attaching to the 1998 Pendragon Sharesave schemes are that the option holder must be employed by the Group on the date of
exercse

All options are settled by physical delnery of shares
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28 Employee benefits (continued)

The farr value of services receved m return for share options 18 measured by reference to the far value of the opuons granted The esumate of the far
value of the services receved 1n respect of share option and share save schemes 1s measured using the Black-Scholes option pnang model The estimate
of the farr value of services receved n respect of the Long Term Incentive Plan (LTIP) (see Directors Remuneraton Report) s measured using a stochastic
model which incorporates the discount factor required for the total sharcholder return performance condiwon The weighted average far value of the
options at the date of grant for those that are outstanding at 31 December 2007 1s 25 7 pence (2006 192 pence}

There were no sharesave share options granted during 2007 to any team members The average assumptons mput mnto the models for optons granted
under the share save schemes and LTIP m each year were as [ollows

Share save Long term
scheme meentve plan

2007 2006 2007 2006
Number of share options granted i year - 6973750 1,330 109 1502 525
Weighted average share price (pence) - 1306 1103 1210
Weighted average exercise price (pence) - 1306 - -
Expected volatiity (%) - 328% 328% 335%
Expected lfe (years) - 44 3o 30
Risk free rate (%) - 47% 52% 17%
Expected dwvidend yeld (%) - 26% - 22%

Expected volatdity was determuned by calculating the historical volatiity of the Group's share price over the corresponding lustorical period The expected
kfe used n the mode] has been adjusted based on management's best esumate for the effects of exercse restrictions and team member turnover

The Group recogrused a total net expense of £ml {2006 £09m) related to equity settled share based payment transactions of which a credit of £0 3m
{2006 £03m) was n respect of the LTIP

Pension obligations

The Group operates s defined benefit pension schemes (two of wiuch have defined contnbution sections) wiuch closed to future benefits on 30 September
2006 and employees were offered membership of a stakeholder pension arrangement. The asset values shown do not include those of the defined
contnbution sections. Actuanal gans and losses are immediately recognised directly n equity Actuarial gans and losses are the differences between actual
and expected returns on scheme assets during the year experience losses on scheme liabiities and the impact of any changes w assumptions. Detals of

the last independent statutory actuarial valuation and assumptions are set out below by scheme

The Group increased 1t's level of contnibutions to all of the schemes. Four of the schemes have had formal actuanal valuations as at Apnl 2006 and one
al April 2007, Reg Vardy Retrement Scheme actuarial valuaton as at 5 Aprt 2007 15 i the process of beng fnalsed All the actuarsal valuatons have been
issued under the UK Government's new Scheme Specific Funding arrangements. The Group has agreed recovery plans with the six schemes whuch aim

to elmunate the current deficits over a five year penod.

Pendragon Pension Plan

The Pendragon Pension Plan 15 a funded defined benefit scheme wath a defined contrbuuan secuon the defined contributon section s n the process of
being wound up The last actuarial valuation of the Plan was carried out as at 5 April 2006 using the defined accrued benefit method At this date the
market value of the Plan's assets relatng to the defined benefit section was £100 4m, these assets represented 71.8% of the value of technical prowisions
(exclueding defined contribution assets) The mamn assumptions used for this valuation were that the annual rate of return on existing mvestments would
be 5% and the annual rate of pension increases would be between 2 5% - 3%

The Pendragon Pension Plan assumed all assets and obbgations of the Stripestar Pension Scheme after it was merged on 6 April 2007

The employer contnbutions pad to the defined benefit secuon of the Plan dunng the year were £5 5m, based upon actuanal advice
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28 Employee benefits (continued)

Stnpestar Pension Scheme (closed)

The Stripestar Penston Scheme was merged wnto the Pendragon Pension Plan on 6 April 2007 by way of a bulk transfer of assets and benefits Al members
of the Stripestar Pension Scheme are now members of the Pendragon Pension Plan and have identical benefits to those held under the Stripestar Pension
Scheme

The employer contnbutions paid to the defined benefit sccuon of the Scheme durning the year were £0 2m prior to its transfer to the Pendragon Pension
Plan, based upon actuarial advice

CD Bramall Pension Scheme

The CD Bramall Pension Scheme 1s a funded defined benefit scheme The last actuarial valuation was carned out as at 5 Aprit 2006 usmg the defined
accrued benefit method At the valuauon date, the market value of assets was £22 6m, these assets represented 70 5% of the value of techrucal prowsions.
The man assumpuons used for this valuauon were that the annual rate of return on exisung mvesiments would be 5% and the annual rate of pension

ncreases would be between 25% 3%
The employer contnbutions pad to the Scheme dunng the year were £19m based upon actuarial advice

CD Bramall Deaterships Limuted Pension Scheme

The CD Bramall Dealerships Linuted Pension Scheme is a funded delined benefit scheme The last actuanal valuation was carried out as at 5 Aprt 2006
using the defined accrued benefit method At the valuation date the market value of assets was £23 5m, these assets represented 65 5% of the value of
techmucal provisions. The main assumptions used for this valuation were that the annual rate of return on existing investments would be 5% and the annual

rate of pension mcreases would be between 2 5% - 3%.
The employer contributions pad to the Scheme dunmng the year were £1 Sm based upon actuarial advice

CD Bramall Retrement Benefits Scheme

The CD Bramall Reurement Benefits Scheme 15 a funded defined benefit scheme with a defined contnbution section, the defined contrbution secuon is
n the process of being wound up The fast actuanal valuation was carried out as at 31 March 2006 using the defined accrued benefit method At the
valuation date, the market value of assets relaung to the defined benefit secton was £52m these assets represented 67 2% of the value of the technical
provistons (excludmg defined contnbution assets) The mam assumpuons used for this valuation were that the annual rate of return on exstng mvestments

would be 5% and the annual rate of pension increases would be between 2 5% - 3%,
The employer contributions paid to the Scheme during the year were £05m based upon actuanal advice

Quicks Pension Scheme

The Quicks Pension scheme s a funded defined benefit scheme The last actuanal valuation was carned out as at 5 Aprd 2007 using the defined accrved
benelit method At the valuation date the market value of assets was £74 5m these assets represented 79% of the value of the techmical provisions. The
mamn assumptions used for ths vahianon were that the annual rate of return on exsting nvestments would be 55% and the annual rate of pension mereases
would be between 3 2% - 36%.

The employer contnbutions pad to the Scheme durng the year were £6 5m based upon actuanal advice

Reg Vardy Retirement Scheme

The Reg Vardy Retrement Scheme 15 a funded defined benefit scheme An actuanal valuation was performed as at 30 Aprl 2004 and used the projected
unit method The main actuanal assumptions were an wvestment return of 6 6% per annum, salary increases of 3% per annum, a yield of 5 5% underlying

the capualisavon of pensions from and durmg retrement, and Limyted Price ndexation pension ncreases of 2 5% per annum.

The employer contributons pad to the Scheme dunag the year were £2 4m based upon actuanal advice
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28 Employee benefits {contnued}

Stakehalder amrangements

With effect from April 2006, new contribuuons to the defined contnbution sections of the schemes ceased. For the employees affected the group offered
to pay contributions to a new stakeholder arrangement with Friends Provident. This arrangement was also made avarlable to the employees affected by
the closure of the defined benefit secuons of the schemes on 30 September 2006 Total cantributons pad by the group 1n 2007 to the Stakeholder
arrangement were £5 1m,

IAS19 assumptions

The principal assumptions used by the mdependent quakfied actuanies for the purposes of LAS19 for all schemes were

2007 2006 2005
Inflation 320% 290% 2 80%
Rate of increase in salaries nfa wa 410%
Rate of increase to pensions m payment 320%° 290% 280% |
Discount rate 6 00% 520% 480% ‘
Mortabity 1able assumption PAS2YDB** PA92YOB**  PAS2C2005°" i

™ a full breakdown of the assumpuouts for the rates of mcrease to pensions w payment for the 31 December 2007 valuaton 15 as follows.
RPI to max 5% 320%
RPLto max 3% 230%
RPl to min 3% to max 5% 370%

‘The expected long term rates of return on the man asset classes were

2007 2006 2005
kquities 8 30% 860% 810%
Bonds 480% 470% 450% ‘
Cash 5 00% 460% 410%
The weighted average expected long term rates of return were 2007 2006 2005
735% 766% 732%

The overall expected return on assets reflects the Directors long term view of future returns taking mto account market conditions at the year end and
asset allocanon of the schemes

The assumpuons used by the actuary are the best esumates chosen from a range of possible actuarial assumpuons which due to the umescale covered,
may not necessardy be borne out m practice  The IAS assumptons have been updated at 31 December 2007 and differ from those used for the earler

ndependent statutory actuanal valuatons explaned abme

** The mortalty table assumption imphes the folowing expected future Wfetme from age 65

2007 2008 2005
years years years
Males aged 45 210 209 185
Females aged 45 240 239 215
Males aged 65 187 196 185
Females aged 65 227 227 215

The far 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
realsed, and the value of the schemes’ kabilities which 15 derrved from cash flow projections over long periods and thus inherently uncer tam, are.
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28 Employee benefits (continued)

Scheme assets and labiktes
2007 2006 2005
£m £m fm
Equities 2230 2159 1658
Bonds 738 599 390
Cash 105 80 57
Farr value of scheme assets 3073 2838 2105
Present value of funded defined benefit obligatons (321 1) (3490} (3009}
Net Iiability on the balance sheet (138) {652) (90 4)
Movements m the net lability for defined benefit obligations recogrised in the balance sheet
2007 2006
im fm
Net bahility for defined benefit oblgations at 1 january 652 (90 4)
Contributions recewved 189 163
Expense recogmised in the imcome statement 42 67
Actuanial gams and losses recogrsed i equity 283 181
Deficit assumed 1n a business combmatan - (159
Net bability for defined benefit obbgauons at 31 December (138 (652}
2007 2006
£m £m
Actual return on assets 129 270
Expected contributions n followmng year 185 186
Total expense recogused in the income statement
2007 2006
fm fm
Current service cost - 36
Interest on obligaton 179 165
Expected return on assets @21 (169)
Gans on curtalments - 99)
@3 67)
The expense 15 recognised 1n the following kne items 1 the income siatement
2007 2006
fm Em
Admmustrative expenses - (63}
Finance costs 179 165
Finance mcome {221} (169)
42 67
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28 Employee benefits {conunued)
Actuanal gams and losses recogrused directly n equity

2007 2006
£m £m
Cumulative amount at 1 January 09 (190}
Recogused during the period 283 181
Cumulative amount at 3t December 274 (09)
Amounts recogmsed in the statemen of recogmsed ncome and expense
2007 2006
£m £m
Difference between actuzl and expected return on scheme assets 93} 101
Experience loss on scheme babilities o (123)
Changes in assumptions underlying the present value of scheme oblgations 386 203
283 181
Changes in the present value of the defined benefit obligation
2007 2006
fm £m
Openung present value of defined benefit obligation 3490 3009
Current service cost - 36
Interest cost 179 165
Actuanial gains (376) B0)
Gans on curtalments - (99)
Liabilities assumed mn a business combimnaton - 533
Employee element of service cost - 1
Less benefits paid 82 (85)
Closing present value of defined benefit obhgation 2 3490
Movement in fair value of scheme assets duning the penod
2007 2006
£m £m
Opening far value of assets 283 8 2105
Expected return on assets 221 169
Actuanal (fosses) / gains on assets 83 101
Contnibutions by employer 189 163
Assets acqu:red mn 2 business combmaton - 174
Employee contributons - 11
Less benelits paxd (82) (85)
End of pertod 3073 2838
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28 Employee benefits (continued)
History of expenience adjusiments

2007 2006 2005 2004
fm £m £m £m

Present value of defined benefit oblgation 3211 3490 3009 2496
Farr value of scheme assets 3073 2838 2105 169 4
Deficit i schemes 138 652 904 802
Expertence adjustments on scheme babiities
Amount (376) 80) 385 101
Percentage of scheme babilibes (%} (11 7%) {2 3%) 128% 40%
Expenence adjustments on scheme assets
Amount (93) 101 214 33
Percentage of scheme labilives (%) (2 9%) 29% 71% 33%

29 Related party transacuons

Subsidanes

The Groups ulbmate parent company is Pendragon PLC A bsung of all principal trading subsidanes is shown wathun the financial statements of the Company
on pages 87 and 88

Joint venture
The group has a 51% ordinary share capital interest m a jont venture PPHO Limited, whose principal actvity 1s that of a property company The Group

occupies praperties owned by PPHO Limited and its group on short term leases

Dunng the year the Group entered mto transacuons with s related party and has balances outstanding at 31 December zs follows:

2007 2006

fm £m

Rent pad to related party 231 72
Preceeds of property sold o related parry 21 2622
Management fee recerved from related party 02 01
Amounts owed to related party - i0
Amounts owed from refated party - 270

Transactions with key management personnel
The key management persanne] of the group compnse the executive and non executive drectors The details of the remuneraton, long term mcentve
plans shareholdings, share option and pension enutements of mdwmdual drectors are included i the Directors Remuneraton Report on pages 29 to 36

Directors of the company and their immmediate relatves control 6 1% of the ordnary shares of the Company

During the year the key management personnel compensation was as follows

2007 2006

fm £m

Short term employee benefits 17 18
Post-employment benefits 03 02
Share based payments - 04
20 24
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30 Deferred Income

The Group entered into a sale and leaseback arrangement m December 2006 with s jomt venture company PPHO Lumited, m wiuch a number of propertes
were disposed of generaung total proceeds of £250 Im. The arrangement enntles PPHO Limited to Jease back those properties to the Group over a penod
of 25 years a factor resultng n the Group recenng a consideration in excess of the deemed far value as at the date of disposal, when measured under
an open market valuatron m accordance with IFRS The proceeds recerved were esumated to be greater than the far value of the properues by £22 0m
and as required by IAS 17 'Leases’ this excess over far value 1s deferred and will be amorused over the penod of the leases At 31 December the
unamer tised amount of the deferred ncome was £21 1m (2006 £220m)

31 Non-current assets classified as held for sale
The Group holds a number of freehold propertes that are currently bemg marketed for sale which are expected to be disposed of during 2008

During the previous year imparment losses of £40m on the remeasurement of these assets to the lower of their carrying amount and therr value less
costs to sell were recogused i the income statement within Other meome - gans on the sale of businesses and property There were no such imparments
n the current year

During the year non current assets classifed as held for sale disposed of realised a profit of £6 8m which 15 included on the income statement under ‘Other
uncome gans on the sale of businesses and property

These propertes form part of central segment assets

32 Accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience and other factors, mcluding expectations of future events that
are believed to be reasonable under the crcumstances.

Cntical accounung judgements when applying the Group's accounting policies

Certam cnucal accounting judgements in applying the Group's accounung pobaes are deseribed below

Goadwill impairment
The carrying value of goodwill 15 tested annually for imparment by using cash flow projections for each cash generating unit These projections are based
upon actual and short term planned resulis extrapolated over a 20 year period. A discount rate of 8 5% 15 used,

Intangible: assets
Management undertook a review of intangible assets that are pertment to the motor busimess This included consideration of customer ksts, franchise
nghts brands and other intangible assets The review concluded that for acquimuons undertaken since 1 January 2004 no intangible assets or nghts had

been acqured with the excepton of the value attainng to the order book that existed at the pount of acquisiion.

Repurchase commitments

The Group enters mto leasing arrangements whereby it agrees to repurchase velucles from lessees or providers of lease Enance at the end of the lease
agreement, typically two (o four years n the future The repurchase price 15 determuned at the tme the agreement s entered mto based on the then
estunate of a vehucle s future residual value The actual value of the velucles at the end of the lease contract, and therefore the proceeds that can be realised
from eventual sale can vary materially from these estimates Annual reviews are undertaken to reapprase residual values.

Employee post retirement benefit obhigations

The Group has six defined benefit pension plans The obligauons under these plans are recogmsed i the balance sheet and represent the present value
of the obligaton calculated by independent actuaries, with mput from management. These actuanal valuabons include assumpbons such as discount rates,
return on assets and morlabty rates. These assumptions vary from time to tme according to prevating economuc condiuons. Detadls of assumptons used

are provided m note 28

Deferred tax
Deferred tax assets and babthtes requre management judgement i determmuning the amounts to be recogmused In particular, judgement s used when
assessng the extent to which deferred tax assets should be recogmsed with consideration gven to the oming and level of future taxable mncome
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32 Accounung esumates and judgements (contmued)

Income tax

The actual tax on the Group's profits 15 determined accordmg to complex laws and regulaions. Where the effect of these laws and regulations © unclear,
estimates are used n determunng the babity for the tax to be paid on past profits which are recogmsed m the fnancial statements. The Group considers
the estimates, assumptons and judgements to be reasanable but this can imvolve complex issues which may take a number of years to resolve The final
deternunation of prior year tax habilities could be different from the estimates reflected w the financial statements.

33 Contingent Liabiliues

Value Added Tax

The Group s tn discussion with HM Revenue and Customs over a number of issues ansing from recent developments in case law, the treatment of partal
exempton within the companes supphing fnance and nsurance services and the VAT treatment of sales of vehucles 10 certan disabled customers

Addtional amounts of VAT recevable and payable may be recogrused mn future penods n relation to these outstanding matters, and although these amounts,

1l any, could potentially be significant it 1s not possible at present to quanufy them Accordingly, no gam or loss has been ncluded in the 2007 financial
statements
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2007 2008
Notes £m £m
Fixed assets *
Investments 5 9308 9305
Loans to subsidiary undertakings 900 900
1,0209 1,0205

Current assets
Debtors ] 234 81
Cash at bank and in hand 328 940

562 1021
Creditors amounts fallng due withn one year 7 {639 4) (5733)
Net current bhabihties (583 2) (4712}
Total assels less current habilities 4377 5493
Crediiors amounts faling due after more than one year 8 (295 6) (362 1)
Net assets 142 1 1872
Caprtal and reserves
Called up share capital 9 328 328
Share premwm account 10 568 568
Capital redemption reserve 10 25 25
Qther reserves 10 139 139
Profit and loss account 10 361 812
Equity sharcholders' funds 142 { 1872

Approved by the Board of Dwrectors on 20 February 2008 and signed on its behall by

Chief Executiv: \

D R Forsyth
Finance Duector &

The notes on pages 85 to 90 form part of these financil satements.
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2007 2006

Notes fm £m

(Loss) / profit for the financsal year 2 (19 5) 572

Dividends 4 254 (174)
449 198

Share based payments - 16
Purchase of own sharcs in share trusts 10 -
Disposal of own shares m share trusts nz 17
Net (reducuon) / additon to sharcholders funds “sn 431
Openng shareholders funds 1872 1441
Closing shareholders funds 142 1 1872

Notes to the Financial Statements of the Company
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1 Accounting pohcies
(a} Accounting convention The financial statements have been prepared i accordance with applicable UK accounting standards using the historical cost
convention The financil statements have been prepared on a gomng concern basis.

{b) Deferred taxation Full provision s made for deferred taxauon on all urung differences which have arnisen but have not reversed at the balance sheet
date, except as follows
() tax payable on the future remittance of the past earmngs of subsidianes 1s provided only to the extent that dmdends have been accrued as recewvable
or a binding agreement to distribute all past earnings exsts
{u) deferred tax assets are recognised only to the extent that it s more likely than not that they will be recovered
Deferred tax s measured on a non discounted basis at the tax rates that are expected to apply w the penods u which the umng differences reverse,
based on tax rates and laws substantively enacted at the balance sheet date

(c) Financial mstruments The Company holds denvauve financia) struments to hedge currency and mterest risks ansing from its actmties  Dervative
financial instruments are recogmsed at far value Any gawe or loss on remeasurement s recogmused in the profit and loss account. However, the treatment
of gams or losses arsing from denvatives which qualfy for hedge accounung depends on the nature of the hedged item itseli. The far value of denvatives
15 the estunated amount recewvable or payable to termmate the contract determmned by reference to the market prices prevading at the balance sheet
date

In accordance with its treasury policy. the Company has swapped us fixed rate USD habiiues into floaung rate GBP labisues by utilsing cross curreney
intesest tate swaps

As permitted by Financal Repor ting Standard 26 ‘Financial Instruments Measurement these polices were adopted on | January 2005

Far value hedges

Where a denvauve financial mstrument hedges the changes in farr value of recogmused assets or Labibties any gan or loss 1 recogrused i profit and loss.
The hedged item is also stated, separately from the dervative at far value m respect of the nsk being hedged with any gam or loss also recognsed n profit

and loss This will result in variations in the balance sheet values of the gross debt and the offsetting dervatves as the market value fuctuates

{d) Invesiments Investments held as fixed assets are stated at cost less any imparment Josses.
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1 Accounting policies {contuiued)

(¢} Employee benefits - Share based payments The Company operates a number of employee share opton schemes. The far value at the date at which
the share options are granted 15 recogmsed in profit and loss on a straght lne basis over the vesting period taking mto account the number of options
that are expected to vest The number of opnons that are expected to become exerasable s reviewed at each balance sheet date and f necessary eshmates
are revised In accordance with the transiwonal provisions of FRS 20 no profit and loss expenses are recorded m respect of grants of share options made
prior to 7 November 2002

(} Cash flow statement As the ulimate holding company of the Pendragon Group, the Company has reled upon the exemption in FRS 1 {revised) and

has not included a cash Row statement as part of 1ts own financial statements.

(g) Pensions The Campany participates i a Group wide defined contribution pension scheme The assets of the scheme are held separately from those
of the Company in an wtdependently admunustered fund The amount charged to the profit and loss account represents the contributions payable to the
scheme 1n respect of the accountung penod

The Company paricipates m 2 Group wide pension scheme prowding benefits based on final pensionable pay The assets of the scheme are held separately
from those of the Company The Company 1s unable to wentfy uts share of the underlying assets and Labilibes of the scheme on a conssstent and reasonable
basis and therefore as requred by FRS 17 ‘Retrement benefits’ accounts for the scheme as o ut were a defincd contribution scheme  As a resuft, the

amount charged to the profit and loss account represents the contributions payable to the scheme m respect of the accountng penod

(h) Related parties Under FRS & the company has relied upon the exemption not to disclose related party transactions with other Group undertakings
as they are all ncluded m the Pendragon PLC consolidated financial statements

() Dividends  Dividends proposed by the Board and unpad at the end of the year are not recogsed m the Enancial statements untd they have been
approved by the shareholders at the Annual General Meeting Interim dividends are recognsed when they are pad.

{1} Own shares held by ESOF trust Transactions of the Group sponsored ESOP trust are included in the Company financial statements In particular the
trusts purchases and sales of shares in the Companty are debited and credited dwrectly to equity

(k) Conungent hatnhues Where Pendragon PLC the Company enters o financial guarasitee contracts to guarantee the indebtedness of other companies
within its Group, the Company considers these to be msurance arrangements and accounts for them as such  In thus respect, the company treats the
guarantee contract as a contingent kabity until such ume as & becomes probable that the Company will be required o make: a payment under the guarantec

2 Profit and loss account of the Company
In accordance with the exempton allowed by Secuon 230 (4) of the Companies Act 1985, the profit and loss account of the Company 1 not presented
The loss after taxation attnbutable to the Company dealt with in its own accounts for the year ended 31 December 2007 5 £19 5m (2006 profit £57 2m)

3 Directors
Total emoluments of directors (ncluding pension contributions) amounted to £2 0m (2006 £20m) Informaton relaung to drrectors’ emoluments, share )
optons and pension entitlements s set out 1 the Directors’ Remuneraton Report on pages 29 to 36 The dwectars are the only employees of the

Company
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4 Drvidends
2607 2006
fm £m
Ordinary shares
Final dividend i respect of 2006 of 2 00p per share (2005 132p) 127 82
[ntenm dividend m respect of 2007 of 2 00p per share (2006 1 45p) 127 92
234 174

A final dwidend in respect of 2007 of 200p (2006 2 00p) per share amountng to a total of £12 7m {2006 £12 7m) 5 proposed by the Board The
dmvidend proposed will not be accounted for unul # has been approved at the Annual General Meeting

5 Investments

Shares n Shares

jount subsidiary
venture  undertakings Total
fm £m £m
At 31 December 2006 216 9089 9305
Addinons 01 03 04
At 31 December 2007 217 3082 9309

Shares n jomntly controlled undertakings represent a 5t per cent holding of the issued ordinary share capital of PPHO Limuted, a property holdng company
mcorporated and trading n the Unuted Kingdom

Shares n subsidiary undertalungs are stated at cost Pendragon PLC owns directly or indirectly 100 percent of the ssued ordinary share capital of the
following principal subsidanes

Pendragon PLC_Anaual Repart 2007

Name

Incorporated n Great Batain
Alloy Racing Equipment Limited
Andre Baldet Limuted

Bramall Contracts Limuted

Bramall Quicks Dealershups Limited
Bridgegate Limited

Car Fleet Control Limuted

CD Bramall (York} Limuted

CD Bramall Dealerstups Limied
CD Bramall Motors Limited
Charles Sidney Holdings Linuted
Chatfield Marun Walters Limited
Derwent Vehicles Limited

Evans Hakhaw (Chesham) Limited
Evans Halshaw Motors Limuted
Executive Motors Linuted

Extra Leasing Linuted

Pendragon Contracts Limited

Pendragon Finance and Insurance Limited

Pendragon Javeln Limited

Pendragon Management Services Limited

Pendragon Motor Group Limited
Pendragon Motorcycles Limited
Pendragon Onent Limited

Pendragon Premier Limited

Activity

Motor vehicle dealer

Motor vehucle dealer

Contract hure and feet management
Motor vehucle dealer

Motor velucle dealer

Computer systems and services
Motor vehicle dealer

Motar vehicle dealer

Motor velucle dealer

Motor vehicle dealer

Motor vehicle dealer

Motor velucle dealer

Motor vehicle dealer

Motor vehicle dealer

Motoar velucle dealer

Plant leasing and rentals

Contract lure and fleet management
Motor vehicle Enance and insurance services
Motor velucle dealer

Management services

Motor vehicle dealer

Motor velucle dealer

Motor vehcle dealer

Motor vehicle dealer
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5 Investments (continued)
Name

Incorporated i Great Britain
Pendragon Property Holdings Limited
Pendragon Sabre Limited

Pendragon Vilang Limsted

Petrogate Limuted

Pinewood Technologes PLC *

Reg Vardy (AMC) Limited

Reg Vardy (Fleet) Limited

Reg Vardy (MML) Linuted

Reg Vardy (Property Management} Lirited
Reg Vardy (TMC) Limited

Reg Vardy (VMC) Limited

Reg Vardy Limuted *

Stratstone Speaaltst Limited
Stripestar Linuted

Trust Properties Limited

Vardy {Continental} Limuted

Vardy Marketng Linuted

Vertcell Limited

Victonia {Bavana) Limited

Incorporated in the Uruted States of America
Bauer Motors [nc

Penegon West Inc

Penegon Mission Vigjo Inc

Penegon Newport Beach Inc

Activity

Property holdings
Motor vehucle dealer
Motor vehucle dealer

Property holdings

Computer systems and services

Motor vehlucle dealer
Motor vehicle dealer
Motor vehucle repaurs

Property holdings
Motor vehucle dealer
Motor vehicle dealer
Mator vehicle dealer
Motor vehicle dealer
Motor vehucle dealer

Property hotdings
Motor vehicle dealer

Marketng services

Motor vehucle parts distnbution

Motor vehicle dealer

Motor vehucle dealer
Motor vehicle dealer
Motor vehucle dealer
Motor vehicle dealer

* Direct subsidiary of Pendragon PLC
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6 Debtors
2007 2006
fm £m
Amounts due withm one year
Corporation tax 209 51
Other debtors 25 30
234 81
7 Creditors amounts falling due within one year
2007 2006
£m £m
Unsecured loan notes - 13
Unsecured bank loans 400 -
Amounts due to subsidiary under takings 599 4 5699
Other creditors and accruals - 21
639 4 5733
8 Creditors amounts falling due afier more than one year
2007 2006
fm £m
Unsecured bank loans {repayable between one and two years) 100 400
Unsecured bank loans (repayable between two and five years) 1452 2118
Unsecured loan notes (repayable between two and five years) 546 -
Unsecured loan notes {repayable after five years) 502 1023
Denvatve financeal instruments 56 840
2956 3621
Unsecured loan notes (repayable after five years) compnse. 2007 2006
im Lm
§65% USD 110 mudlion Joan notes 2011 - 532
595% USD 67 milkion loan notes 2014 333 324
595% GBP 17 mulhon loan notes 2014 159 157
502 1023
8 Called up share capital
_ Number fm
Authonsed shares of 5p each at 31 December 2006 and at 31 December 2007 800,000 000 400
Allotted, cafled up and fully pad shares of 5p each at 31 December 2006 and 2t 31 December 2007 656 027,350 328

Movements in the number of options to acquire ordinary shares under the Groups various share optron schemes, together with exercise prices and the
outstanding posiion at 31 December 2007 are fully disclosed above on page 75 of this report.
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10 Reserves

Share Capital Profit

preqmuum redempuion Other and loss

account reserve reserves account

im im £m fm

At 31 December 2006 568 25 139 812
Retaned profit for the year - - 449)
Disposal of own shares in share trusts - - - 10
Acqusition of own shares in share trusts . - - (12)
At 31 December 2007 568 25 139 361

The market value of the investment in the Company's own shares at 31 December 2007 was £7 2m (2006 £210m) bewng 20 4m (2006 210m) shares
with a nomunal value of 5p each acqured at an average cost of £0 44 each {2006 £039) The amounts deducted from retamned earrungs for shares held
by ESOP trusts at 31 December 2007 was £8 1m (2006 £7 9m) The investment m own shares represents shares 1n the Company held by Pendragon
Quest Trustees Limited and Investec Trust Guernsey limited (employee share ownership trusts) which may subsequently be awarded to Executive Directors
and employees under the Pendragon 1999 Approved Executive Share Option Scheme Pendragon 1999 Unapproved Executve Share Option Scheme
and the 1998 Pendragon Sharesave Scheme Details of the plans are given in the Directors’ Remuneration Report on pages 29 to 36

Dmdends on the shares owned by the trusts, the purchase of which were funded by interest Iree loans to the trusts from Pendragon PLC, are waived
AB expenses incurred by the trusts are settled direcdy by Pendragon PLC and charged i the accounts as ncurred.

11 Financial instruments and denvauves

2007 2006
m £m
Changes i far value charged to profit and loss 01) 10}

Details of valuation techruques and farr values of each category of financial mstruments are given above in note 18 to the consoldated financial statements

on page 65 n the section headed ‘Farr value hedges of interest rate and currency nsk

12 Pensions

The Company 15 2 member of a funded group wide pension scheme (Pendragon Pension Plan) providing benefits based on final pensionable pay The
Company 5 unable to identify its share of the scheme assets and habites on a consistent and reasonable basis and as permutted by FRS 17 'Retirement
Benefits', the scheme has been accounted for m these financial statements as f the scheme was 2 defined contnbution scheme At 31 December 2007
the scheme had a deficit on an FRS 17 basis of £3 8m (2006 £19 8m)

The latest full actuarial valuation was carried out at 5 Aprd 2006 and was updated for FRS 17 purposes to 31 December 2007 by a qualiied mdependent

aciuary

The Company has no ouistanding pension contributions (2006 £nif)
13 Contingent habilites
{a) The Company has entered mio cross guarantees with its bankers whereby 1t guarantees payment of bank borrowings n respect of UR subsidiary

undertakings
{b) The Company has given performance guarantees in the normal course of business in respect of subsidiary undertaking oblgations.
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Stock classification The ordinary shares of the company are traded on the London Stock Exchange Information concerming the day to day movement
of the share price can be found on the London Stock Exchange s website under the code PDG  Users of GlobalTOPIC Trader and Reuters can :denufy
the stock by the code PDG L, and Bloomberg users by the code PDG LN

Financial calendar

Ex dmidend date for 2007 propased final dvdend 2 Apri 2008
Record Date for 2007 proposed final dwdend 4 April 2008
Annual General Meeting 25 Aprit 2008
Payment date for 2007 proposed final dwvdend 7 May 2008
Intenm results for 2008 announced August 2008
interim dwidend [or 2008 payable October 2008
Final results for 2008 announced February 2009
Final dividend for 2008 payable May 2009

Share dealing service The following compames offer private mvestors a quick and easy telephone share dealing service for dealings n the companys shares.
Barclays Stockbrokers Linuted will purchase and sell shares at the following commussion rates plus stamp duty and PTM Levy of £1 where applicable, subject
to the mummum dealing charge of £15 00 per transaction

135% commussion on first £5 000

085% comnussion on the next £5 000

0 15% commssion thereafter

Detals of the service may be obtamed by telephoming 9845 702 3021 0845 calls will cost no more than 4p per minute mummum call charge 5 Sp for BT
customers. The price on non-BT phone knes may be diflerent. For your protection to check instructions and to mantam high standards, Barclays Stockbrokers
may record and momitor calls made to or fram them.

Capita Share Dealing Services, a tradmg dvision of Capita IRG Trustees Limuted, will purchase and sell shares at the followmng commussion rates plus stamp
duty and PTM Levy where applcable Online {wia} at commission of 1% of the value of the trade muumum £17 50/maximum £50 dealing charge or by
telephone on 0871 664 0454 at commussion of § 5% of the value of the rade mumumum £22 5¢/maxamum £100 00 dealng charge An addinonal compliance
charge of £2 50 15 apphed to each trade

Further details of the services including full Terms and Conditons may be obtaned by telephoming 0871 664 0454 (calls charged at national rates)

[n so {ar as this statement consututes a financial promotion it has been approved for the purpose of Section 21 {2) {b) of the Financal Services and Markets
Act 2000 only by Capita IRG Trustees Limited who are authorsed and regulated by the Financial Services Authonty (Regstered Number 184113}

This 1s not a recommendation to buy, sell or hold shares in Pendragon PLC f you are unsure of what acuon to take, you should contact a fnancial advisor
authorised under the Financial Services and Markets Act 2000 Please note that share values may go down as weli as up which may result i you recemng
less than the amount ongmnally mvested

Where the document contaming this Sharehelder information on share dealing services has been recerved n a country where the provision of such a
service would be contrary to local laws or regulations thus should be treated as for nformation only




