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Revenue (noie o} 4,162.4 50602 50585 32474 EARYE:]

) Orov: prelit tnote 6) 543.2 AFLT TOi3 4625 4455

| Operatng fowd / t before other ngame note 8 (130.9) §7.3 1397 S75 819
(1083 £ profn before tasation {rote 6} £200.6) 465 577 bt B
Mel assels (nowe 93 1089 3072 850 2393 2891
Nat bontawings (ngie 7) 357.3 3320 3697 1770 255
Other financial information
Grogs margin {nole 6} 13.1% 13.3% 1372% 14 17 40 %
Toral operabng margin (note | and o) {3.1)% 1.7% 25% 30% 1%
Afler 1ax rern on equity {nowe ) T7.0)% 1.7% 24.8% 158% 227%
Basic ezrrungs per share {rote 3) 25.2)p 6.5 10 7p 70p 74p
Adiusted earnings per share (note 43 (3.0)p 500 hp 0ip .l
Dirvidends per share (note 5) 0.50p 100p 245p 2oelp 24p
hvidend cover {times) (10.1) 16 31 25 37
Interest cover (lirmas) {nota 6) {2.3) 1.8 24 25 34
Gearing (note B and ) I28.1% 108.1% 120.8% 71 0% 1iln%
Businass development summary
Murnber of franchines 3m 354 390 239 144

note | Totat operating margm s calodated afier adding back goodwill snpamentiamor sation and axcephional iems. and exclurding other income
mote & Feturn on cquity s profit for the year as 2 percontage of average sharcholcers funds.

note 3 Bawc eamings per share has been restated for the impact of the 2006 subdimion of e crdinary shares of 25p gach inte five new ordinary shares of g eadh

mate 4 Busic canungs per share adusted to ehmisaie the effects of norerecurming operaurs and 1ar reme, tee nate 10 of the financial statements. it has Teen restated for the
ienpact of the 2006 subdiis.on of the ardinary shares of 25p each inic lve new crdinary shares of 3p each,
aote §

Cadends per share are based on the mterim dividend pard andt final deidena declamd for the year Dradends par share nas been restated for the mpacy of e 2006
subdivirion of the ordinary shares of 15p eich inte five now ordinary shares of Sp cach.

note t Al comparatve amounts have been adiosted 10 eliminate tne resubts of the dscontnued operation (ser rote & of the linarcial statenems).

nowe 7 Net borrovwangs comprise ierest beanag loans and borowangs. Cash and cash etuvalents and derivate financial nstruments.

neie B Geariog s calodlated 33 net borrowings s 4 percentize of net asse's.

acie 9 wassess have been adusied tor the mpact of the adeption of IFRIC 14 4=

¢ neie fad)
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OPERATIONAL & BUSINESS REVIEW

Introduction

The Group s faced the most chalienging market conditions since 1he

netiss. Tha severa markei conditons have resulted 1n the Group
making an adiucted lose hefore tax of £23.4 millon (2007 adjusied prof
£92.0 mullion), After non recurring largely non-cash items. Lhis increased Lo
alows betore 1y of 220000 millkon for e year 2007 profit £46.5 millicn).
Ca

hogeneraied fioe operations was £53 & milkon (3007 11600 nalion).
Pard-apan senftly and decsively reduced its cost base and closed Iocations
which zesied o be askle wading powils yizlding wnnual savings of £o0

resilhers

[Daspite the savere markat conaitions, the Group has negotiated a rew thres

¥ea0 »ecured inanuing package with s lenders in the sum of £530 muthon,

Trne congpal terms of ths secured finanang package are as follaws:
b 5 i

Financial performance summary

- {hrae year finanong package indluding the eatension of the Dank facltes
and loan notas 13 Aprt 2002

+ the new bank fagilit has a margin of 325% sbove UBEOR, up from 05%

above LIBOR under the previous arrangsmsnts

.

warrants granied to e lenger group amounting 1 7.5% of the emre
1ssued share cepital

¢« a 1% fee onongrng and a fee theoughout the three year perad of

petaesan 133 ang 5 | desending o certan conditinns
« govenants are atlevals that prowde sufficent headroom and flesbility for

the Group for the rext Lree years

The implementauon of the cost reduction measlies, saving £o0 milhon
annuahy, ard the Group's refinancing mean that s now well placed o take
adwantage o mark 2t when they recover and is currently trading in ine with

our expectalions  Further information is sel out below.

om 2008 208 2007 2007

Before Total Bafore Total

non- non-
recurring FBCUTING

Revenue 40255 4,162.4 50241 50602
Underlying operating profit 25.8 25.8 1G1.3 1013
Non recuning cperating kerms - {156.7) . {140
Operating {loss} / profit before ather income 25.8 {130.9) 1013 §7.3
Crther income - {loss) / gain o szle of property and businesses - 5.2 - 185
Operating (loss) / profit 258 (136.1) 013 1058
Finance costs (57.6) {57.6) (el {80.7)
Mlon recurning finance costs - 2.9 - -
Share of joint venture profit { {loss} 22 {4.0) 08 [oF]
{Loss) / profit betore tax {29.6) (200.6) 420 A5
Tax 10.4 40.5 2.0 %
Oeeantinued opearation - - B [a)
{Lass) / profit after tax (19.2) {160.1) 328 411
Earnings per share ~ basic - (25.2)p . .50
Earmungs per share - adjusied B.0p (3.0p 50p S50p
Dradend per share 0.5p 0.5p +0p 40p

Primarily as a consequence of pocr wading conditions and dealarship
closures, revenues fell 1o 42 billion in 2008 fiom £5.10 bilkon i 2067
QF ¢

wa chosed in the year with the bDalance baing due manly to the overall

recduction, approximately {300 milion related 19 busingsses which

reduction in the new car marker Undetang operating profits were £25.8

mihon compared 10 L1613 millicn n 2007 and each of our operating

deas:ons remangd proftable at ths level other than Stratstone wi

rmade a small loss. The reduction i these tradirg profits 15 manly gue 1 a
reduced volume of new car sales and lower marging in wed car sales After
financing costs we rrade a loss before tax ana nan recurming sterms of £27.6
million compared to 2 profit of £42.0 milhon befare tax and non recuming
tems in 2007
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OPERATIONAL & BUSINESS REVIEW

Nan recurring items

W have 1ecopnised a2 number of one off impairmeants and exceptional

costs in 2008 These have ariser primanky due to the downtum in ine UY

Continued

assets and of potental future liabilibes when assessing the level of provisions

requirad in the curreint economic cimate

sconamy We have taken an approgriately prudent view on the valuation of
2008 o007
£m Loy
Gomdwll inpairment (58.1} (.8
Irmpsarment of Joint Yanure 6.2)
Freg assetimpairment 2nd dnposal (lesses) 7 profn (32.3) 5.5

Closed buiinesses and redundancy costs

{25.1)

—
=
)

s

Irl'vﬁi‘:l[)f ¥ e do‘-\‘i‘.

{24.9) X

Rafinancing related fees

{127)

VAT refund

15.1 -
VAL proasion (26.8) -
Total {n.o 45

Yy are reporung net non racurring Coits before tax of 17 1.0 milkon fos

N8, These mclude £2

19 miflion of provisions relaung to new and used

slock, 1797 milsan of josses on closed businesses and £54 million of

radundancy €esis. We have inpairad gocdwill by £58.1 milkon and writlen
off the 1ol nvestment of £5.2 millon in our property |oint venture. We
hava impared the carrying value of assets held for reszle, mainly property;
by £119 mulhon, recorded an impairment charge for other fised assets
of £15.2 eilhion and waurred losses on disposal of i ed assets of £52

rillion. In addition, we have mourred costs of £127 million refiung to the

Dividend

Anonterm dividend of 0.5 pence was paid in October 2008 and no final
diviciend i propased. This compares with 4.0 pence paid in respact of

refinancing of our borrowings. We have taken 2 cautious view relaung ©
open¥AT issues and made a provigon of £265 million aganst thems. Duning
the veir we receved 2 VAT refund of £15.01 mllion in relation Lo <laims

which we had made for prior vears. Afler net non recuiving costs the

Group made pre ax losses of £200.6 milhon. In 2007 the Insses en dosed
husinasses wera pot Lreated as non recurring costs. Thie 2007 comparatie
has been disclosed as a non recurming £ost his year 10 ensure consistent
presentation.

2007, In the near term managament will be focussed on consacvation of

cash and reduction of bonowings.
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OPERATIONAL & BUSINESS REVIEW

Strategy

Perd

on has become the largest independent operator of {ranchised

Mot ca dealerships in the UK, mainky as a result of acquisitions, akbough

there has alss bean substantial invesiment in greenticld sites. The Group now

tes 297 Irs

OPArE chses i the UK As a result of iy es parsion Pardragon

sells 2 bioad range of new and wsed moor ars and commer cal vehicles

and has a substantial oresence in the WY vehicle leasing, wholesale parts and

dealarshin managemant soflware markets. Pendragon has developed and

=g e Mctor Gt franchises in Californi,

G

atagy has been 1o

franchices we operate

¢ manufacturer brands, This has enabled us

angd hava soal2 wath selecd

o reduce fized overneads relxied o operating car franciuses and realise

benefas of coonamies of scale. The scale of our business has also enatled

us 1o raaman a Jeersified partfoho of franchises representing both volume

antd eury brards, These are sold through Evans Halshaw and Stratstons

respeclively.

Tha

anchise portfolio is constantly 1eviewee and dealerships that

Our markets

Qur prncipal rarket iy in the UK and splits into Lhree mam areas:

v
vehicle sales, used vehicle cales ang after sales service. The UK new car
market 1w spht in half between retail and fleet. Fleet business tends to be
high volume and lew margin, Whilst the Group does wome llect business

we are highly selective a5 10 which business w2 transact. In addition: 1o

brang iow margin. flioot business 15 higher sk than retal and conwumes
a disproportionats armourt of working capital compared to the profis it
generates. In 2008 the Group reduced its activity in thus arma for those
reasons, The prisary focus of the Group in the new car market is on retail

sales,

On average ovar the last five years, the markat for new cars i the UK has
been 2.4 milion. In 2008 the total number of new car regists ations in the
WK was 21 million, a recuction of 11.3% front 2007, In the brands that. we

represent the Uk registrations were dovwen 12.2% year on yeas Like for like

cur new unit sales wers down [448% year on year The reducion in new
car sales volume is expected ta conunue in 2009 with mdusty estimates
ranging between 16 million and 1.9 mifhon new vehicke registrations
Pendragon sold 158,000 new vehicles in 2008, which equates to 6.4% of
the total market. This proportion 15 down on 2007 where Pendragon sales

2002

werg 6.5% of the market

Volumes of used cars sold i the UK have been around 7.5 million pers
annurn aver the last frie years, In 2008 the Group sold 123000 wsed cany
woiha UV which was appro<imately 2% of the market. The Group has
tradisonally operated in only part of the mark et and retak used gars up to
tree or four years ofd. Over the past 18 ronths we have Deen mowrg
ko re olcer used car market and see this as strengthening the used car

sabes part of our business,

The towal number of cars on the read in the UK has increased each yaar for

the last fve vears and now ~tands at 2pprovimately 32 million, The size of

Conrtinued

are determined 1o be unacanomical are dosed or sokd, or the location
refranchised, This strategy has led 10 a number of dosurss durng the last
Lo years it remans our intention Lo reprecent a broad range of vehicle
manufacturers and have meeaningful scale with them ¥Where we believe
the long term prospects [or 2 particulr franchise are poor we vall exit that

franchize a3 s0on a5 15 practcable

G stralepy o grow the business hay led 1o competitive advan

srsaller rivals 11 a number of anzas. for example, through the Groug's shard

services centre. central marketng, IT capaoility and through its buying power
The crmscal mass of the Group alio drives profiatle funcucnal integraron
i conitract hire, wholesale parts distribution 2nd dealership managament

syslems,

eMains cur

Ve have on established platiorm of businesses in Caliornia, 1

wmtention 1o grow this part of the Group when there s an epportunity 10

the markat for after sales has grawa in ine with the car parc in ths UK and
tends 1o be less affacled by econamic cycles as motor cars reguie regular

maintenance and repair for both safety and perforrmance reasans

Trie Group also operates in certam ancilliry markets. Ve operats A vehi
leasing and cantract hire business m the LK. 0 ihe near term due 1o the
recent unpracedentedc fall in Lsed car values we espart the profitabiny of
the leasing business to be lower Profits are gencrated when we sell the
used car after it 1 relurned Lo us at the end of the lease period Within the
nest twa years v expect the profitabiity of cur leasing busingss to ratum

to more normal fevels as the used car markat becontes more slable,

Wa are a sigrificar operator i the commersal van and truck market m

the UK which bas a market size of around 0.3 milhon new unis per annuat
dewn 10.7% on the prior year The key aren in this markst 15 after sales

service which rerpained strong in 2008

I the UK we have continued 1o build a presence in the markal for deier
maragement sofiware systems. The market for these systems is primarly
ik £¢ 1o the number of franchised dealers and & served by a ralatvely small
number of providers. We mainty sell inte the U¥ and we sze thas a5 a yood
growth area for our business,

We operate a small division in Califormia with Lang Rover. Jaguar and Aston

Harun franchises. The USA 1otal car rmarket was 13.2 milhon units in 2008,
dovaen by 18% on 2007, Land Rover volumes fell by 40% haang been more

ugrelizantly afected by consumer confidence and volatle fuel paces, The
Jaguar brand was supported by the new AF model fzunched in Apnl 2058

and as 2 consequence the decrease n Jaguar volumes of 3% was welt ahead

all market Althouzh a low volure brand. Aston Martin unit cales

mereased by 33% 0 the vear,
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OPERATIONAL & BUSINESS REVIEW

Operational Review

Gur Group & structuren operationally to reflect the range of business

SCIVILICS W U

he: and we have five disinct rading dewisiens. The core
wehizle retall Dusiiess consisls of two dietions. Siratetane and Evans Halshaw

Support businesses corsist of beasing, parts wholesale and softwars.

Duning (e yar menagement Nas taken auon 9 3 nomber of areas to
red
L

Lo the cost base of the butness 15 reficct the downtum which has

an phrer (2 mprket, The princpal actions thal we rave taken pave
been 1 dnge Igss mading dealershigi. educe smployee numbers oomanty
1 the core business and reduce the levels of vehicle stock held by 1n

Group. Managemant will cortinue 10 lake action on the cost base of the

besiness Guer the foming year 1o mantam L in line with espected acuvily

lewels

it a dynamic area of managament wnich 18 suppertad by our

techoclogy platform and management information systems,

The annualised estimated benefit 10 cperanng profit acrods the business
ol actions already (aben to address the cost base of the business is in the

rezon of L60 million.

In termis of dealership closures we completed the programme which we
arnuneed i 2007 and wdentified for closure additional busingsses which
had hecome unviable in the cument economic dimate, in total in the vear
we chosed or sold 53 dealerships which had combined oparatng lossas
and ciosure costs of £19.7 milhon in 2008, We have also idenufied soven
dealerships which will be closed in 2009, When deciding upon dealership

closuras maragement consid

3 the level of losses which will be elinvinated,
the amount of Business which will megrate to adgcernt Group awned
deaierships and the costs of dosure which will primarily be stock disposal.
redundancy and property cotts.

I dizht of the falling market for new and used cars in 2008 a headcount

reduction exercise was initiated sarky n the yearn As a corsequence there

£m

Continued

has been a 2.736 reduction s job roles on & lke for like basis theough
a compulsory redundancy pregramme and through naturcal attrtion and
3.712 overall ncluding job roles relauing to closed businesses. The b losses
have bear spraad accoss alf areas of the busimess. Resouree levels continus
to be monitored Lo ensure 1hat the correct level is in place for the axsting
and projected adiaty levels. The annualised cost saang of Vs esercie 15
astemated at £49 milkon. The one off redundancy cast was £54 milhon,

A key dvnamic in e used ca market has been the unprecadented fl
in wholesale used car prices. A number of wndustry leading sources have
calculated the average 1all in med Sar prices during 2008 and thew analyses
range from a 15% 1o a 25% R The impact on tie 4wl and preniem
sectors has been snificantty more and hence has impatted our Stratstone
brand Lo a greater degree than our volume business. Evans Halshaw, in
2008, The Lrend of falling prices appears 10 have run its course, with 4

strengthening of the market m sarly 2009,

A reports a [6% fall in whalesale prices between Dacamber 2007 and
Dlecember 2008, Importantly; we have seen a recovery and stabilisation in

whaolasale prices in 2009, with prices fang by 15%

In erder o mitigate the impact of the falling prices in 2008 we emb-rckerd
on & signifant steck reduction programme. Our lovel of used stocks nthe
UK was reduced by nearly £100ny in 2008 comparad Lo the pries yeanwath
£73m of e reductcn achieved from June 2002 10 December 2008 in
addition, vehicles registersd lor our owan use were reduced by £23m over
the prior year These stock reductions have been a key area of focus for
local management whe have been able to incresse average used car stk
turn in the second hall of the yean

Revenues and operaning prefits by dresion are summansed Below.

2008 2007

Revenue  Operating Peverue  Operating

(loss) / profit prof

Stratstons 1,3572.7 (2.5) 1.88%.2 323
uans Halshaw 2Nz 6.1 20665 iné
Chatfields 174.8 3.6 1955 50
Support businessas 1423 17.2 1608 2318
USA 1489 14 1803 -Le
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OPERATIONAL & BUSINESS REVIEW

Stratstone

Cru Siratstone brand is e UN's leading lowury sotor 2ar retaiter wath 133

franchise point:

b location <ells nevy ured vehicles and undertakes

after sales corvice and parts sales Stralstone holds franchises 10 sell and

service Asion Martn, MW Cadillag, Cinrysler Jeep, Corvetie, Dodge. Ferrars,

Honda, Jayuar Land Rove

Lotus, Masoray, Mercodes-8enz ML Porsche,

Stratstone also hekls we metorcycle fanchises.

auenay the markat for new vehicle registrations for brands we venresent

o g fu

F3.0%, The overall reauction aisguises some g

rovemenie in individua) brands. For example Jaguar was up 8.6% year on

yean, refloriing the impact of the new <F model. By cantrast, Land Pover

regstration: were down 3005 whilst BMW and Mercedes-Benz were

2008

Continuad

. e A LW
{ouai our nevy car volumee were 1467

dewen 5% and 0% raspective
down oo 2007 on a like for fike Dass sithough our gross marging wae
25% yp o 2007, The wsed car rmarket acrew all Brands was wery difficult,
especially n the second hall due to symificant (alls in wholesale prices. L2
for live wokimes were down by 0.2 on 2007 and grass marging doan by
6 3%, vear on year, Qur afler sakes aclivily continued 1o periorm well andits

nroporticn of Stratstone’s total gross profit increased by 10%.

The splt of activities within the Stratstane brang is detailad belowe to show
the respeciive shares of revenus, gross profit and the gross margns acheved,
PPU is the margin achieved an sales beflore overhaads and inchudss ncome

from finance and imsurance products.

i -
55% ) _53% -
-_ L)
0% 7 gl )
a1 43% o
41% - -
40% wa o -
3% " 5%
- __ e
3I0% BT e twe T b T
[ LV S AP
25% . -
Gross Margin % 2008 207
20%
5% New 10.0% a7
15% —
11% isod 58% b 2%
10% —
5% Aftersaies 599%  cLUe
7] e AP A E s 18 13
] - {4%) TradeMoleinke Pa%) HI0
! T U 1 GrossMargin (%) BO% 128%
%) — .
o Hew Used AHersales wiholesale/Trade Now & Used Units '000) 4% 00
Il Reverue [] Gross Prof PPU (£} 1,527 1.803
Peariue Gross Gross  Operauny  Operatng
Profit Margin (Loss) 7 Margin
profi
&m £m % i P
Essting 1.336.7 1754 134 {G.1} on
[rsposed 210 14 59 (2 (r3
Total 2008 1,357.7 176.8 13.0 2.9) 0.3
Textal 2007 13892 241.3 128 323 1.7

The relauve proporucn of yross profit yenerated by actwaty has changsd
in hne wath the market in 2008, A& higher sroportion of profits have been
peneratad by the after sales funclion & 1L i less snpacted by a dewntum,
“Trade™ represonts €ars sent 1o auction which dic nat fit the Group's sales
profile. Trace sales marging were dewn in ne wiih the general marh et for
wsed (ars anc inoreased losses were made pardy at & consequance of the

ageressiva reduction of stock 9 the bist quarter,

Revenue at our esdsing dealershins was down y2ar on

year by £333
raullicn mainly due 1o a reduction in the volume of new cars sold. The g

margin was up due 1o alter sales activity representing a largar proparucn of

total Stratstone gross, profits than in Z0
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OPERATIONAL & BUSINESS REVIEW

Stratstone operating profit bridge

Conrtinued

im 7
80m
50m
4om £%
AT
E
30m
Am
10m
0. 2.9)
. T T T T T T T -
N Bericeton Rechrlion in LT 3 idew ['FLY 068
(10m)J Opr sftersaes goss trade gross proft It IMpact ez
Prey proft Pty

The impact of the reduction in vaivme of new cars sold was £27.5 mdlion.

Oy our faguar brar

antribated mare unit sales this year than dast. Land
Faower wias hardest hitwith a unit sales reduction of 40.6% on 2007, However
rrancfaciurer incentress mear that profit par unit far neve cars was in ne
with the previcus year Used car vokemes ware down wath a profit impact
of £3.3 millian and prefit per uni was down sgnificantly resuiting in lower
profits by £72 mithon, Afier sales revenues and profits for retal customers
were marginally behind last year as consumears initially delayed the servicing
of ther wehicles at the heght of the econemic slowdown. Within the

overall afler sales performance retal service sales were marginally down.

by 2%, which agair demonstrates the resihence of our zfier sales busines
n penads of cconormig decine. The reductions In profits waere mitigaied

oy reducing the operating costs in the dasion by £29.0 million, principalty

consisting of lowar advertising casts and fewer team mambes,
29 dealerships were closed or sold dung the year and incarrad operating
lgsses of L2 mithon This ingli

[lh

indacdual G55 making dealerchipe,

deed seven Volvo

ips, threa BITWY/

| dealerseins in ine lews peofitable Mome Counues area and other
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OPERATIONAL & BUSINESS REVIEW

Evans Halshaw

Our Euars Habshaw brang is ihe UK's lezding volume motor car retailer,

wath 138 lranciuse points,

Fvans Halhaw holds {ranchises o sall and

service Chavraler, Citrpen. Fiat, Ford. Hyund:d, Kia, Nissan, Peugeot, Renauht

andVauxhall

Nzlicnally the rrarket for new veiicle regislerations for brands we represent

w this wolkime cector fell by 119% The overall reduction disguises some

hig minversert: i ondiacual brands. Foo gxampls Ford ana Vaurnalt weare

a9 mspadively & enauli wds down By 254%. In

55% 7
5% T

45% T
4%
35%
0%

Continued

Lotal our new car wolumas wars 9.7% dawn on 2007 on a like for live basis

and our gross margne were -£5% cown on 2007 on a like for ke basis,

The weed car market acas; all brands was move zompetitve. Like for lee
volumes were down by 13.2% an 2007 and gross margns down by 0%

sear on vear reflecting the sgrificant reduction @ used car prices dunng

2008, Afer sale: revenuas and profits for retal customers were margnalty

bahind last year as consumers indially defayed the serviang of thew vehicles

al the naight of the econorric slowdowsn.

%,
™"
"
Marny
e g e A
[ TV TR

Groas Margin % 2008 07
e 527%  NO%
Uzad 14.1% 1565
Afersaios 51.1% SS9

4

Tragefwholezale

(24%) (7%

T 1
(5%) — Grosy Margin (%) 11.6% 12 4%

Hew Usnd Aftersales Whtiesates Srade New & Used Units {'000) 2188 154

2 Reverue [ Gross Proft PP} (E) 684 765

Ravenue Gross Grose  Operating  Operating

Profit Hargin (Loss) 7 Margn

profit

fm £m % fm 7

Eristing 22364 2605 [RE) 6.7 03
Disposed 245 P 1G9 (0.6} {2.2)
Total 2608 2271.2 263.1 11.6 6.1 03
Total 2007 256865 3318 124 EEE 13

Cifficult. market toncmions caused new and used marging ta a3l and
incraasad the fosses we suffered on rade cars. which represant cars sent 12

auczien which do nat fit the Groop's sales profile.

After sales increased s proporton of the 1otal gross prafit and revenue.
[Motor vehicles are regularly serviced and repared Lo ensure safety and

parfarmance standards and, enportartly, 1o protect their resale value,

After cales therefore plays an inportant role in miligating the effect of the

2ConoNRC rycls.

Fevenue at our axstng dealarships was down year on year by (2910
mriilion, mainky due (o aredurtion in the volume of new cars <oid. The ress

margin was down primanly due w the irnpact of faling used car prices
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OPERATIONAL & BUSINESS REVIEW

Continued

Evans Halshaw operating profit bridge

BGm

60m

30m T

19m

Regat mnan
operhing Costa

Pedicen e LT
Aarsales gross  trade gress proft
prohi

{10m)

Tha impace of the reduchion in volume of new care sald was £108 million.
All our brands were impacled in line with the markel. However, the
markat detenocation in our kay Forgd and YVaos hall franchises was less than
in franchises such ay Criroen and Renaut, A rededion in profit per urit for

now

cirnpacted profits by £4.0 milken which iz a relatvely small arnourt
due to incenbives from manclacturers which helped mamtan new car

rrargins. Used carvolumes were down with a pro

impact of £16.5 milan.
Frofit per unit was down ugmiizantly due to whelesale price redutuons
resubting n profits fower by £15.3 aslian,

Atter sales revenues and profits for retadl customers were marpinally betund

last year ac consumers initially delayed the servizing of ther vetucles at the

Lsed voiume

MfrIct

[RECARCH

User PG e Fega ['PLE 208
gt Mpact patt

Profit

height of the 2canoaie siawdown, However our retail servce sales were

marginlly down by 3% on the prior year which llustrates the resiliznce of

our after sales b 5 the econormic stowdown. This was migated by

a £1.6 mullion improvement o warranty service sales. laternal work et

S

a resul of lower wied volumes. particulacly in the second hall of the vear
The reducusns in prefits aere rritigated by reducing the operating tosts in
the ¢

sicn by £32.2 mllion which conaisted principally of lower achvertising

wosts and fewer leam members

22 dealersiups were closed during the yess and ircurred operating losses

al £0.6 reathon, The closed dealers wers largely in the non cove franchises

and arher indwidual 105 making dealerstups,
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OPERATIONAL & BUSINESS REVIEW

Chatfields

Under our Chathiclds brand we selt and service commerciai vans and trocks
inthe UK wih 21 ranchise ponts. Chatfielas halds franchises 12 sell and

0 AR and LDV

SCIVILE §

The rmarket for cew truck sales in 2008 veas up by 1317 overall whereas

the wan rnarkel was down by 1438, The van market has been affected

by the oo dovwnturn as customiers defer purchases and the general

2008

75% 7] %
70%
85%
50% 3
3
55% 7
50%
g
45% 3
40% 3
35% !

15%

4%
E A

Contnued

Mearly thce quarters of gross profits in thes division are derved frem
the after sales actwity. This 1ends to be a fugher proporuen than i the

motor car Gisians becy

of the shorter semace inlervals required for

commeral vehicles and the operatan of overmight secviang in many of the

locations, Gross margms ‘or ne

whicles ware in ine with 2007 and uced

margnt were wgnficantly down

Ji.

o e e
Gross Margin % 2008 007

Mewy 5.2% 5.
[N 5.6% 9%
At | BT
Tradedwhoieeale 7.5%) SER
Gross Margin (%} 13.7% 133%

(2%)

T "1™ New & Ussd Units ('000)} LA 52
%
%) Kew Used Aftersales Whalesaie/Trade PRU () 1487 1519
3 Revenue [ Gross Proft
Revenue Gross Gross  Operaung  Operaung
Profit Margin profit Margin
im £m % £m %

Total 2008

1746 239 13.7 36 21

Total 2007

1955 54 135 50 it

The operating proft w down £1.4 millien. This is manly due to the
retuction 1 ngw van volumes, The resulis for the wudh s division have been

satishacton y aithough the market for new and ueed trucks has weakened

agnificantly and we ¢ port it 1o reman subdued for the rea 15 memas,

However the after wales busness 15 el to conunue Lo be resibent.

10
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OPERATIONAL & BUSINESS REVIEW

Continuad

Leasing

Ir: 008 wee consolidatad the three separate brands of Pendiagon Contiacts,  The flest gze reduced due 0 greater price compaution within the contract

ail Contracts and Yargy Contract Motarng undar the gmbrella and ture sectar in the sscord halt of 2008. The wmpact of lower used car values
of Pendragon Contracts Lionled. The leasng businsss offers a mamge of o the latter stages of 2008 sgnificantly reduced ur underlying profts fram

producis and services mainky 1o the small corparate and fieet mar

ot for vehicle disposals.

up iz L GGO vehighos.

Pavanue Gross Gross Qperanry,  Sparating

Proft farain profit Margny

) ] im % im %

Total 2008 155 39.6 1.2 284 8.7 09

Teral 2007 17.6 472 130 275 10.3 27
Quickeo

L

s our Quickeo brand we operate 4o independant genuine parts Current

(% of revanues come from Fosd relatad buaness, in 2008 Ford

wehnlesale businese serung wholesale and dezler customers throughout the rolled out a new distribution network Tor then OEM parts ramed 30 and
UK. Cnockea operates seven different manufactrer ranchises, from ten this reduced the orofit of the Quickae dision in 2008, Locking forvard,

degoty across the country, with a fleet of 190 vany making in ercess of  we have replaced an element of e lost Ford income by axpanding our

60.000 delveries per month on a ret day or sarne day basis, product range and have pull on aur ciber Tanchise refationships.
Revenue Gross Grose  Operatng Operating
Provit Margn profit Marg:
m m “, o

Total 2008 76.8 163 24 15 19

Total 2007 Al 202 249 5

5.1 wé

Pinewaod

Finewoad is one of three man Deaer Management System (DMS) The rollout of the Pumade DMS syslerr into the Bvans Halshaw: and

supphers m the UK and its Pinnacle product has proneerad the delivery  Siratstone dealers was completed garly 2008 The proporuan of Pinnack:

of Software as a Service (53a%) in the moter industry. Pinewcod's main BM3 profit generated from Pendragon deglers has reduced 1o arousd

£

product i Pirnacte’, a browser based, web delivered DMS which manages  50% of tolal DMYS revenues a3 sales o estemal dealers has zonlinued to

and reparts on most aspecss of a franchised motor dealer’s busimess, increase, A the 2nd of 2008 Pinnacle systems were supphed 1o araund

K Mranchised car deatarships

Ravenue Gross Gross Operatimg  Operating

Profi Margin profit Margn

fro fm %, fin b4

Total 2008 25.9 159 614 7.0 27.0
otal 20607 315 173 30 A pile
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OPERATIONAL & BUSINESS REVIEW

California

Contirnad

Al the erd of the year the divsion consisied of nine franchises in Southern Califorma whic operate Jaguan Land Rever and Aston Marun brards.

2008

TO% 7

Afzorsalos

Gross Margin % 2008 A7
I oo 16.9% 1] Cfan
sdiad 104% 5%

528%  Sii%

oA Pelasale {3.8%) {14%)
Gross Margin (%) 175% 1605
(5%) ~ i
%) New Used Aftersales Wholesale/Trade Nevi & Used tnits {000) 45 &0
PPU 2610 2457
i reenuie EH Gross Profic ® !
Reverue Grisss Grose Operaung Opearating
Profit Hargin {Loss)/ Margn
nrofie
m £ “ £m %%
Eristing 14710 BLE RS S It
Disposed | ¥ 03 133 {2 (0%
Total 2008 1489 26.1 17.5 14 1.0
Teral 2007 180.3 38 160 RN 6

The reduction in vevenue < alributed Doth ©© market conditions adversely

allecting unit seles and to the reduced number of locations  In 2008, we
sold aur remaning %aab deafership i Sama Monica and we closed the loss

riaking Satum store

The reduction in grass profi i the net effrat of lower vehidle sales and the

wcresse n alter sales marging at Newport Beach follewing the complelion

Shared services centre
Our seale allows s Loonvest innformation technology solutions and 1o
use 3 shared carvices business model, The Group cperates on the Pinnacle

systermnt which has been dewsloped by Finewnod  Qur shaed services

of the: develspmant. project in the summar of 2008, Our new car volumes

have declined by 35%4 i the year although rmarging have been maintained a
a result of the new Jaguar M7 moded The busiess has abo been disrupted
during 2008 by the redavelopment of the Newport Beach dealer ship vwiich

Brings the redevelopments to a close

centre Aow has a tearn of 456, down by 24% on last vean reflecting the
reduction in the ievel of acity 1n the Group overall. The costs of the

centre are borme progcitonaiely by the operating divisions,

12
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OPERATIONAL & BUSINESS REVIEW

Property

o g

folie 15 an important aspect of o Frsingss which we

SRy (R

saet 1z utilise 1 the st cost effecive mancer We cparate tfrom both

Izasahold and freehold propertes, In addibon, through steategc invesiment

roe=s and e

decmon 1o dose some dealerstips, we b
Az the oz

and we held

-
7

wacant property assets which are held for zale

.
L1750 millon of properues on e balance sheet plus £37.3 milkon of

s hedd for sa

L RS

Tl OUl CINL VEBIUE property Cortpany, we have

v e value down Fom £6.2 mmillicn 1o £ad. Tis s 23 2 conseguence

ing proparty values and the jomt venture company being i breach
ol its barking covenants. The strugiure € non seccurse o the Groun and

inarelors wa have no obligations 13 the [oint venlure gihes than as tenants

e rents #nd as service prwlm_r Lo manage the property :.‘ort"ﬂ

Cash flow

Our borowings as at 31 Decermber 2008 were £357.3 million compared to

2220 milkar at the eng of 2007 mainty due 10 the decrease in profitability

of the Group. We reviswed our tash management processes during the

year and inliated a vade range of debl managenient actions which are
continging in 2009, These have included new procedures on wehicle stock
rgnagement. elirnmating discreuonary capityl espendilure, more rigorous
deot collecton prosesses and &

reducian in the ameunt of fleet busimess.

e & number of

Coniinued

in 2005 wee disposed of eight properties wiich were operaticrally surplus

1o recuremnents. This rsullad m proceeds of £13.3 rmidfion and losses of
£6 mithen, which mcludes wite offs of leasehold impravements for which
no proceeds ware recered.  Gien the rapid decline i the commercal
property markel we Rave reviewed all of our property
held to

million aga

ety which ame

sale and we have deaded W record animparment thargs of 119

st thesn assets

W have sold one property for £1.9 milkon

=ngd al asorosimataly Baok valus and currsatly haea surplus

since the

propartias under offer with esircated proceeds of £4.9 millon and & book

value ef £3.7 milhzn,

has alic Deen

nderlaaen on

AN imoainmeant review SUr speraional

freenald pGCCI‘L"f sessment of all fixed asset values.

Animpan ment charge of £2.72 million nas been reconded in this respact.

We have sezn the impact of the "eredit crunch™ through ehanged behaviour

frorr both cur suppliers and customers @, everybody 1S 1o conserve

cash, This hay Piself in shon tee credit tarms offered to us and 4

need for v o conuider nisk more Carefully whan dealing on cradit terms

with customers.

Tng cash flows of the business are summarined as fllows:

2008 2007

£m fm

Cash genarated from operations 536 1600
Net interest paid {64.1) {32}
Tax 15.0 (1.8}
Replacernant capital expenditure {18.3) (5.7
Free cash flaw {13.8) ERE]
ACUBItIONS (14.5) (3172}
Disposals 2.0 583
Oragand (15.9) {254
Onhar 23) {38
{Increase) / reduction in net debt 25.3) 377

Cash flow generated rorn eperations was £536 aullon, which compares
weith L1600 milhen generated in 2007,

Trs s made up of two key
compenents: operaing proft and working caprtal movements.  The
operating profit clement after adding back deprociation, intangitte charge,
and preperty profits was £22

>3 mithon, down £130.3 mition from the

L1520 mithann 2007 This includes the impact of 3 reducion n adjusted

operating proft of £73.5 milkon ang £52.8 mullion of non recurring casts in

2008 compared te £7.2 million in 2007, In respect of working capital there

wiad a net vaduction of £31.3 milben ny 2008, and this 15 stated after £190
radhion cash payrnants made 10 reduce the defict n our penuion schemes,
In 2007

wa mduced waorking capital by £7.4 milhon

et interest paid ingluder the Benelfiz of £8.3 million nterest recawed in

cennecuon with o VAT refund in relausn (o dermnonstraiar vehicles which
1t eated a5 an excephional, non recuning interest tem m the income

stazement, The small increase in underbang, net interest charge reflects the

impact of the slightly higher barrowng levels dunng the vear

Replacerent capital e.pendilure was 2183 milion wivch mdudes plant

and machintry fxtures and fTunge anc mMoTor v £5%.7

million),  Expenditure on plarm and machinery and fistures and fitungs was
£25 rmalhen (2007: £15.8

milhon {2007; £43.5 milkon} i on respect of motor vehicles used zither for

milhant. Tha balance of the expenditure of £158

our congract here leet o for sorvice Inan cars for our customers,

Refunds of taxation paymants made i achance in prevous penods vex

nts made i 207 of £4.8

m

£45.0 milhon 0 comparison Lo taE6on paym
milhg

7 nullion in 2008 {2007
related to the sale of fve dealerships and the Enra Leas-ng business
3 milion {2007: £

Businzss dispesals raised £7 £20.6 madtiony, which

Surplus procerty disposabs raised £133 2 milhizng
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OPERATIONAL & BUSINESS REVIEW

Year end financing

Aspart of our costieduction programme i 2008 we tarpeted the reducuon

ol wehicle storks during the second half of the year to reduce haiding costs
We

and vericles regulerad for cur own use which gensrally seaong i not

arvd lrade losses. were vory succassiul i reducing wsed car steck

urer related finance compeanics. Thes caicgory of steck

wany veducad by L1852 million in the sacond half of the year Plew vebucia

stock, are taditiorally Rarder 1o contral a5 stock levels we often oked to

rrarnfzetgrer galey tarpets Last year ovder conaitments vere made well

Continued

in the sacond hali Actens in gonjunclion with wwhice manulaciurers fave

meen taken dusnng the second half of 2008 and are continuing in 2009 w

address the swerall new SLGos position

when considenng

hicle stacks from a funding risk view point we 3pit the

funding inte Lthat which 1s funded by the ranufactuar through thair related

financr arm and that funged Sy cursehves through stock firance facilies and

bank Do Firanang for st

NS, ¢k other than through bank borreras

0 adyanre of tha 5 iR e marvet in the sacond hail wath s shown i trage craditont in the balance sheet. The breakdown of funding
the consequence that averall new car stock held by the Group increased at the year end was a3 follows:

2008 W07

£m im

Steck finance 134.1 4ol
Bani 3484 1203
Non manufacturer funding 4835 568.3
Manufacture finance arm 486.4 Ab37
Total funding 969.9 a82.0

Qur curremt. agn manofacturer stogv finance faclity s from Lombard.

Manufacturess’ fmance amms tond o vary the level of finance facihtes

offered dependent on the amount of stocks ther manufactucer wishes 1o

pul s the network, and this vanes depending on the time of year and the

New borrowing facilities

Over Lhe last < months we have undertaken a rigorous review of the

financing stricture of the businass and conseiered dispasals of a5sets such
as o Pineweoad software company, a share placing or nghis issug and a
resiructuring of our debt lacilities. The purpose of the review was te 2nsur=
that, the Group’s financing structure 15 approprate dunng a period when
we expect the economic environmient for trading 1o be dificull We have
putin place i new three year debt facility. In the fight of this the Group has

decided &

1at an equity ISLe 15 NOL necassary

W have successfully negataled & new £530 mithion threa yzar borrowing
facility, providing s with much improved headroom on covenants and
esending ow refinanuing umescale, The new arrangerments comprise a
ravobing faclity of £210 million repayable in three y2are and a termn facility
vahuch is curvently £210 mithon and armortses by £20 milion in june and
[ecember each year with the balance remaining repayable in three years.
Ve have abo changed the matuniy profile on owr £1 1D million of joan
notes to mature in April 2002,

As expected. in order 10 secura this new

levrl of sroduction. Although stodk financed By the mandiacturers inante

arms has increassd durmg Lhe yaaras a comsequence of falling demand and
continung -su;npiy prior to manufacturers reducing produciicn, we ane now

seeing rmanufaciurer financed slocks reduaing as supphs 1s consiraned,

financing deal we have had to pay consderably mare o fees and wncreased

margin than beftre the “credit Crunch”

Thic new faality has threg fir

comply that provide suflicient headreom and flesibiity for the next thiee

nancal covenants vath whach the Group must

sears, The first 15 the raba of net debt 10 EBITCA and the second 15 fixed
charge cover bana the ratio of interec and rent. cost to EEITDA 2xchuding
rent cosls. These two are tested at June and Decernber each y2ar and
nave Deen et an 2 ratchet bass 1o reflect impriovements in orofitabibty
and debt pay dowr. The third covenant is EBITDA which has bean st

against our downsde profit projections aver the nevt three vears and 15
Lested quarterly. The covenanis are caiculated afler making adiustments for
stocking ntzrest and ovarseas businesses. certain non cash sters and ather
adiustrments 12 ouwr ERITDA figure tuch as excluding cortan fees on the
naw laciities. Ve have alse negotiated new bank lacilitie: for cur overseas

busimesses in an amount of approaimately £36 millior.

14
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OPERATIONAL & BUSINESS REVIEW

Pensions

The Gro

P operetes six final salary semsion schemes which are aft closed

200E ducic a

future accroals, The schames’ deilot narcased dur

reduetion i the fair value of scheme aseets mainly 95 a result of falling

iy praocs. As part of the refinanaing of the Groug we have agreed

o oallow the ponsion o

<13 1o partcipate n the secunty offered 1o the

mroe A Lt companies i he indusy

@ Crousp 15 0 dISCUssIon

e

ZUL0MS OVEr 2 NUMIDEr G Ssues AR from recent

warh HM e

devaloprents m case w, the trealment of partial @wemption wilhin gur

finance and imsyrance operations and the VAT treaiment of sales of vehicles

LG rertaimn ¢ fed custormers
Qutlook

In 2008 we continued with our cost reduction programme which we

smbarkes upon e 2807, This has yedded over £80 rrillion of savings

mually and we have closed loss making dealerships. We have put in pl

new foan facilies o take ws through 1o 2012, We antizipate a stabilisation
N the used Car market this year which 1€ a key area for us gaing forward.

We anpect he iz car markal 10 remain subdued for the next 12 months

T (o A

TREVOR FINN
CHIEF EXECUTIVE
30 APRIL 2009

Continued

sther lenders 1o the Groug. We sought and were gven clearznce by the
Pension Pagidaior far the ar angements entared into with the lenders and
the Pension Trustees. Contnbutions (o the schemes walt be st a reduced

level for a penod of teelve onths and =oeds which

were 219 mmillion per annum.

Additioral anourts of VAT recerable and payable may e recognised in

future panods 0 relation 10 the

fing matters. and although these

amunts, ol any, coud

D potentally be sigraficant s dificull at present o
quantdy them e in hght of the uncertanty sumounding possinle

e

vl 208 miflicn

future pavinents we hove decded o maka a prov

which i shown wnder N0 mourring iems in this years accounis

and then we belizve a gradual imp:ovement vall be seen W hive taken

achions which gt us confidente that we wall improve the performance of
the Group in 2009 despire the difficult markes anticipated. The Group s
now well placed (o take adeanlage of markets when they recover and 1

currenty trading 15 in ne with o expestations.
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DIRECTORS AND ADVISORS

Sir Nigel Rudd (62)

Non-executive Chairman (N) (R)*

Aaporitad non-exscutive chairman of Pendragon in Qoiober 1979 He
15 charman of 344 Limited. deputy chainman and chairrman designate of
lvenays Ple end a non-exgcutive director of BAE Systems PLC and Sapp

Linuted. Sir Nigal chairs the Compan,’s Nonunation Commitlee.

Jahn Holt {69)

Non-executive Director
fored P
& Lvhra

in the North of England. Mr Holt & the senior nan-2 «ecutive dirgclor and

() (N) (R}

r 1999 He was preaously head o Coopers

PricevalerhouseCoopers) compuler assurance practice
chairman of the Audit (Zommittee,

Mike Davies (61)

Non-executive Director (A) (N) (R}

Jowned Pandragon in Octeber 200H. M Davies 5 non-executive chanman
of the Rayal Mint Marshals FLC and Manchesier Airparts Group PLC as
wedl as A non-axecutive Srantor of TaglorWirnpey PLC. He s the chairman

of the Remwunerstion Cormmittes

David Joyce {61)
Non-executive Director

Jeined Pendrapon on i

(A} (M) (R)*
March 2006, He is a ol engineer and chief
eperatng ofcer of Vina PLC (formarty Nomwest olst Graup PLO).

Malcofm Le May (51}
Non-gxecutive Director (A} (N) (R)

joirsd Pendragon on | March 2000, [r Le [ay is alie a non-esecutive
director of Roval & Sun Alance Insurance Group Fc.

Secretary
ilary Sybes

Registered Office

Londey Howse, 2 Oabwood Court, Uittle Oak Drwe
Arnesley, Nottingham NG15 0DR

Telephane Q1633 725000

Facsimile (314623 735015

Registered number
2304195

fAegistrars
Capita IRG Fiz
Harthern Howse \Woodsame Park, Fenay Brdge, Huddersfield

YWast York shire, HD8 0GA

Trevor Finn (51)
Chief Executive
Joined the vehicle drason of Williavs PLC in 1982 and subsequantly
became divsional managing direclon He was appointed chiel execuive of

Perdragon prior to the demarger frarn Wilams,

Martin Casha {49)

Chief Operating Officer

Joined the vehic divison of Willams PLC in 1982 and subseguentl
becams a group genaral managen Ha was apporitzd operations dirstlor
of Pendragon in September 1995 and chiel operating sffices in T lovember
2061,

David Forsyth (53}
Finanee Director
Jowned Fendrapon in Octobar 1987 from Lenrho PLC where. since | 980, he

held a numter of servor finance postiens. He is 2 chartered accountant.

Hijary Sykes {48}

Corporate Services Director

Hilary Syhes is a solicitor 2nd prior to jGing Pandeagon. advised the
company as a corporate laveyer with Geidarde 1P She joned Pandragon

in 19%4 a3 cornpany secraiary and becarme a direcior in April 1999,

(A Mernber of the Audit Committes

(N} Mamber of the Nominaton Commistes

{Ry Member of the Remuneration Comrnities

1 retres annually at the AGM, proposed for re-election

' reurng by rotaben at the AGM. proposed for re-elechon

Bankers

Bardlays: Bark PLC

Uey:ds TSE Bank plc

Royal Bark of Scotand ple

Stackbrokers
Arden Pariners Plg
Ciugroup Global Markets Linited

Auditors
KFMG tudit Ple

Solicitors

CMS Camercn Mckenna LLP
Geldards LLP

Osborne Clarke LLP
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REPORT OF THE DIRECTORS

The dreetars present thor annual report and the audned financial statements for the year ended 31 December 2008,

Results and dividends

The resulis of the Group for the vear are set outin the fnangial statements
o pages 12 1 L An ntenm deadend of 05 paice per shara was paid to
Board & ko

wse 1ts free cash flow to reduge the Group's indeibtedness, and therefore the

arabiclders on 3 Qctober 2008, The current Intenucn of &

Board doss not imtand 10 pay any dvidends in the near

ryoncluding the
firal dvidend for the year ended 31 December 2008 The total dwvidond
Review of operatigns

A detaled roview of the Group's actrities and future developmante is

praserted in e Operauonal end Business Review on pages 1w 15 The

for the year was 05 perce per share. The Board’s intention € to focws on

conservation of tash and reduction of borrowings. Accordin

138

Fis

wlend 1 pay any deadands dusing 2009 Total diwdends amount 10
lfien, leaning a retaned loss lor the year of £1780 millon. Movernents m

rescrves are o6 out in ngie 7 1o the (inancial staterments,

foliowing businesses were deposed of during the year endead 31§
2008

Cate
Business Locatian Franchuse 20CE
Evans Haishaw Daichester Feordd
Evans Halshawe Pocle Ford February
Evans Halshaws Reading Fard March
Exlra Leasiy Oerliy Contract hire june
ratetone Tring My July
Stratstore Miltan Kevnes BIMWA Seplember

Draring the course of 2008, dealsiships which wers determined to be uneconomical were closed. sold or the location refranchined. The fellowing table

summianses deaership chasures by franchse during 2008

Franehise Closures Franchise Closuras
B 3 Lotus |
Cadillac/Corvetle 3 Miri 3
Ciuosn ! Peugeot i
Ferrariffaseral Renault 4
Fiat 2 SAAR 2
Ford 6 Saturn I
Hyundai 2 Sumuk [
laguar 2 Vaunhall |
JeepiCodpe 4 Voko 7
Fia 5 Touz 53
Land Rover 2

Business review

Certain information recured by the Companies Act 2006 to be included in
the Directors' Report is comtained in the Operatonal and Business Review
Fenort on pages 2 to |5, The Operatianal and Business Rewew principally
covers the development and pevormnance of Lhe business and the astamal

grvaronman. Qther requisite disclosuras ana contained within tha Diractors

Principal risks and uncertainties

Ve have set out below cartain sk [actors thal we believe tould cause
our actual frture Groun resufts to differ materially from especied resuhs.
However, other factors could also adversely affect the Group resulis.
Accardingly. the factors set out balow are not intended 1o represent

ar eshaustive bst of alt potantial sk and uncertanties, The risk factors

Report, which includes the prncipal neks and uncertainties affecing the
business and corporate social resporsibilily issues. Tna Company has ot
diclased certain speaific non financial Key Performance Indicators in the
absence of relzvant measures tial have bean rnonitared consistently over

the past three years.

outlned should ba considered 1In connection vath the staternent oninternal
control and risk management in the Corporate Governanze Report on
pages 2+ to 29. Health end safety 15 addressed wilhin the Corporate Socud
Responsibility Report on pages 3010 31,
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REPORT OF THE DIRECTORS

Conlinued

Business conditions

Tre proftabidty of Pendragen’s businesses is nfluenced by the econamic

ervrgarent in the Lmsled Fingdony, where owar min2ly pear canl of its

revenues we penerated and eould be adversely affected by a worsening

of gensrdl ercnonu: condions. Faaors such as unemploymient, the
lewel and volatlty of equty markets, consumer confidence. the level of

distrenonary spending, fuel prices, mzerest rates inilabon. action taken by

the UK Govermment o the tavaton of engine emissions Or fued fex care

and the avalaiikty and cost of oedit could signficanly atffect the markel

for the sale of new

ad uged vehicles, An adverse movemant in any one,
or 4 comairaunn of these (actonrs could have a rratenal negatve impact on

Fendragon® tradmyg, fnancal poston and prospedis.

Profitability can be significantly affected by the level of new vehicle production

Aosignficart proparuon of 1he Grougs ncome 15 gererated from vehicle

manufaclurers v the fonm of sales ncenlvization programmes. These ar
tepically structurad tosnciude a fis od paymient onee a ore-determmined target
lewnl of new cars froee a certan manufacturer is registered by a dealership
or dealaship group. in se manufactu

recent years, the

r sales targets had

21 peen adusted downward 12 reflect cecrung demand levels, This, in

wirn, raquirsd <dealers 1o reduce prices andfor pre-regster news vehicles m

Vehicle manufacturer dependencies

e depend on the vemcle mandfacturere finanoal condition. markeoting,

vehicle  desgn,  production and  distribution  capabilities.  reputation.

aragement and ndustial relatons. Although we do not depend an any

e venicle manufacturer a falure by a manufacturer in the areas noled

could kead to sgnificant losses cspecally w the case of the insolvency of

Changes to manutacturers’ incentive programmes

We depend on the manufactirers for sales incenties, warranties and
ather programmes that are intended Lo promote and support rew vehicle
sales 4t cur dealerships, Some of these programmes include custorner
rebates on neve wehicles, dealer incontives on new vehicles, special financoing

o Imacing Larmms, warranties on new and used vehicles and sponsosship

Used car prices, angd therefore profit margins, can decline significantly

Used car prices can dechne sigrificantly. As a sigrificant proporian of our
basiness comprises used car sales. these declings can have: a material impact

an our businass. The impact of declings in used car prices mamilests iteell not

Franchise agreements

Wwe aperate franchised motor vehicle dealerships. Franchises ar awarded
Lz us by the vebude ranufeciurers. Failure {0 continue 1o hold francheses

could result i a significant reduction n the profits of the Group as this

Liquidity and financing
|

required by the Group 1o rade on a day to day basis, We have twa main

sundity and linancing ricks relate to our ability 1o pay for goods and services

sources of fmanang faaliies. {1) frarm banks by wav of cornrited barrovang

Regulatory comgliance risk

The Group is subject to regulatory complhance sk which can arse from a

wre 1 carmply fulky vath the applicable laws, repulations or ¢odes, Mon-

order 1o mest the sales targe eAsing neve G prices alsa nogitvely
impacts prices and profit reargns for veed cars. Although manufacrurers

have recenthy. i general, reduced tharr wales targzis 10 levels more readily

achievable by o cdes Merd cor be no asturanee thal these reductions

wall be suflicent 1o offset the dedding in demand %1 new cars or that these

sales targets will not be increased m the futwre.

& manufacturer. Vehicle manutsciuress provide sales incentve. wamanty

and other programmes that ara intended o momoie new vehicle sales

Aowathdraeal or reduction i these progranmmes would have an adverse

IMPACL BN SUr Busingis,

of ueed vahucles sales. Manufacturers have historicaly made changes o

their incentive programmes duning each yean I manufucturers reduce or

discantime incentive progranimes. this coukd have an ad

e impact on

cur business.

only through reduced prafits on saley, tut alse through related vrite-downe

in the value of s used o reentary

would end s rights to source mew vehacle stock directly to sell 1o parferm

wearranty repairs and drplay vehicle manulicwrer trade roac s,

faclivzs, and (i) from supphers Dy way of wade cradit A withdrawal of
financing facluies or & falure to renaw them as they e-prre could fead o 2

significant reduction in the trading abiliy of the Group.

complance can icad to fires cessation of cortain busness actnviug: or

pubic reprimard.

18
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REPORT OF THE DIRECTORS

Continued

Competition

W compete wiih olhar franchised vehiecle dealershpe, private buyers and
sellers, miernai Dased g2alery, independent serve and repar shops and
vehicle manulicturers who have enered the regal marksl We compete
for the sale of new and wsed vehickas, Lhe performuance of warranty repans,

NG wArranty repans, rodling maintenance busingss and lor the provison

of spare pare The prinapal competitve factors o secvice and parls sales

Reliance on certzin members of management and staff

The Gronp s depandent on membars of JE L2mdy Managenient ieam and
shdiled personnel and the uture financal well-being of the Group could
de

unnd per

=ndd i piart o0 our atality 12 atract and retan highly skilled managemeant

nnel Trs [oss of the service of 4 number of such indmduals coukd

Faiture of information systems

Curr bninesses are dependent on the efficent and unimerrupted

peahns of our wlormation technalogy and computer systens winch ae

Wi

erabile Lo da

Ape orinterruplon from powar lows. elacommunications

fadure, cabotage, vandalum o7 simidar misconduct Whist we have put n

fieliance on the use of significant estimates
Tiwe Compary exarciees judgement ovar certan orizcal accounting matiers
in respect of goodvall impairment.ntangitle assets. consignment invenitonas,

repurthaie commitments, erployer post-retremenm benelt oblgations,

Legislative changes in relation 1o the distribertion and sales of vehicles
Legislatve changes in relation 10 the distritation and sales ol vehles could
have a matenal irmpact on the operations and financial performance of
the Group. Pursuant to the Motor Vehicke Block Exemption Repulation
(Comnussion Regulanon BC 140002002 ) ("MVBER™ |, franchise agreaments
in the motor vehude franchine sector are regulated by a speafic EU
compettion law regime. The MVBER permits the suspencion of the usual
competiion rules in order 1o allow eflicert well-equippes pan-European
networks of specialised distributors and repairers o be set up. Such a
wespension i justified by the relatively high value and technical complexaty
af a rotor vehicle.

Directors

The directors of the Company are lsted on page 16 Detals of the
terms of apponitrnent and notice penod of each of the cument directors,

cgether with their respeclive interests in the Company's shares, appear

in the Remuneration Peport on pages 32 0 33 The Combined Code
and Lhe Company's Aclicles of Association require directors Lo retive by
rotaien o, n the case of direciors whe have served more than nine years,
annually. The arcular 1o shareholders describes the business of the Annual
Ganeral Meeting and wcludes datals of the directors propased for election
or re-elecusn. Follovang the perforrrance evaluaton of individual directors,

the Board has confirmed that the non-exafuine directors standing for re-

elechon at this y “GM ontinue 1o perform effectively and demonsteate

e uthsation of custoren databaces, familiarily with 8 ancfacturer’s

brands and models and the quality of customer servce, We also compete
with a range of inancal nststions i arranging finance for vehicls purchases,

Sarne of our cornpatitors may haws preater resources and lower overhesd

and sales costs. This cauld lead 1o our fadure to be able to compeie and

result = a reduchion i cur profitzoility.

nave a matenal acverse sffect on the ousiness. Addionally, if we &l w

recruil and retam sikilled stall iU may rot be possible (o continuse 1 grow

the Group's Dusinesses.

place contingency and recovery olans i order 1o mitigate the impact of

such falures ¢ can never be certain that these plare could cover every

eventlily o situation

deferred tas and income tax Ary sigiificant vananta in these accounting

wedgemient: could be matenal 1o the finanoal posuon of the Group.

Any modificasion of the MYEER could potentally bave an adverse effcct en
the Gimup's busness operatons. in 2018 the MVYBER exprres. and 1L i not
vet clear whether it will be renewed {in its curremt, or & madified form) or

whather metor distrivuticn and repair «will be Brought under the parallel

regine covering apreements for disliibutions of all types of poods and
services, known as the Vertical Agreemaente Block Esemption Regulation
(Commussion: Fegulation BC 2790/15991, 2 wimplilicanon winch the EC has
consstently workad wwards, The final pownon 5 unbkely 12 be known antdl

Awtamn 2009,

Mr ] F Rl and M DA L Jorce, each of whom, being ehgible, will stand
for re-election Each of the non-executive directors. Sir Migel Rudd, Mr | H
Holt, Me D A L Joyce, Mr M1 Davias and Mr M | Le May considers that he

nag suffioant nme 12 commxt 1o the Company's affairs nogw

sancing he

ather business comemtrnents, and nas ne confcing nterests,

AL NG tme during ar did any of the directors have an interest

n any

contract with the Group. The interests of the directors in the share capital

of the Compary. other than with respsct (o oplvns 10 acguire ardinary
shares (which are detaileg i the Directors’ Remuneration Report) wese

2% ol
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REPORT OF THE DIRECTORS

Continued

Directors (conbnued)

Qrdivary Sharas of

Nature of hoiding

31 Diecemnber 2005

3t Derember 2007

Sp Shares Shares
TG Bene figial 17,384,434 16514956
ECR Beneficial 11200650 | EOGH 300
M S Casha Benefical 5191972 5101572

O K Forwth
H C wykes
MT Casies
} b bial;

O & L joyee
1) Le blay

we diracters hold in
2006, 007 and 2008 awarde

i fur ther doetails of whick appear in the Oireclors’ Remuneration Report),

These sharss mclude the invastmant shares the exac

006 Leng Term incentive Plan ("LTIP™

Appointment and replacement of the Campany's directors
Tha rules for the appomument and replacement of the Cornpany’s

dires

s are detailed in the contpany's Articles of Association. Dirsclors
are appointed by ordinary reselution at a general mseting of holders of

ordinary sharcs or by the Board erther te il a vacancy or as an addition to

Powers of the Company's directers

Subyzct to the Company's Memorandum ardd Artcles of Association, relevant
legislation and any directions given by special resclution. the Cormpany and
its Growp is managed by its Board of directors. The directors nave been
authorsed 1o allot and issug ordinary shares. olfer and allot ordinary shares

in lieu of come or all of the Gvidends 2nd 1o make markert purchases of the

Directors’ indemnitias

The Company’s Asticles of Asscoation permit the Board 10 grant the
directors indemnities in relation to ther dulies as drectars in respact
of fiabilibes incurred by them in connectitn with any neghpence. default,

breach of duty or breach of trust i relabcn W the Company. In line with

Compensatien for loss of office

In the event of an executra direclor’s employment with the Company bairg
tarminated as 3 result of a take-over offer or cthorwise S0% or more of
the Cornpany’s issued share capital being acquired, he 13 entitled (0 receive
from the Company 4 sum equvalent to 0.75 tmes his salary which apphed
imnediziely pefore the take-over 2vent. .75 unes his available bonus and
& sum equal 1o that proportion of the available bonug which the expired
part of the measurement penod for anrual bonws bears o the whole of

SUCh Measurenent pernad,

Benefical

1855,439

1865429

Benciical | 844,662
Benaizial 150,600
Beneiicial 172513063
Beneficial L0500
Beneficial 19000 19,000

Trare were no changes 1o the directors’ mteresis shown Detwasn 31

December 2008 ang the date of this report

the existing Board. The 2opeintment of non-execuive drectars is on Lhe
racommendataan of the Nomination Committee: the procadure is detailed

in the Corporate Governanee Report on page 26.

Company’s ordinary sharss. These powers are exercised under suthonty of
resolutions of the Campany passed at its Annal General Meetng, Further
details of resclutions the Company is seeking are cet out in the explanatory

notes o e notce of Annual General Meeting

market practice, cach director has the boneftt of 2 deed of indernity
which ndudes provisions in relation to duties as dwectors of an associted
company, qualifving third party indemnity provisions and proteciion agarst

derivative actions.

Ins the event of 2 non-executive diracta’s employmant with the Company

being terminated as a resubk of a take-ovar offer or otherwmse 50% or mare

of the Cormpany’s issued share capilal being acquired, he 13 entitied o one
umes his annual direcior’s fees at the rate prevailing immedately beiore the
take-over event In addition, where a nor-e,ecutive director has elected o
racere part of his fee in the form of vehucle proviaon, he will be entitlad
to receive one times the annuat cost of the provision and one umes the
annual cost of the nsurance and road ta« for such vehichs prvasion in the

event of 3 take-over

20
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REPORT OF THE DIRECTORS

Continued

Significant direct or indirect shareholdings

AL Apnl 2005 the durectors had been advised of the isllowing interests in ine shares of the Compariy-

Sharahiolder

Shares

Trefick Liveted

[
Pl

el =g

stment flanagenient

Bary

SBC
AAA Tvesiient Manapers UY Limiled
Parclays 1L

Fdediny Tt fationgd Lamited

Share capital

Asoat 31 December 2008, the nsued share capilal of the Company
romprised a sngle <lass of share capital which is divided wlo ordinary

shines of 5 pance each, Details of the share capital of the Campany are

aut m note 20 1o the accounts on pag2 81 The Company ssued no

Rights and ahlipaticns aftaching to shares

Subject 1w applicable statutes and other shareholders rghts, shares may be

wsued with 3

zhis and restnctons as the Company may by Wy
resolution cende, on il no resoluion has been passed o0 o far a5 the
resehubian does nat make spechic provisan. as the Board {as defined in the

Artcles) may deade,

Holders of ardinary shares are entitled 1o attend and speak al zeneral

Voting rights, restrictions on voting rights and deadlines for voting rights
Shareholders (othar thar any who, under the provisions of the Articles o the

terms of the shares they hold, are not entitled 1o recene such notices from the

Compay) and the Company's auditars haees the right to receive notice of, and
10 attend and i the cace of shareholders to vote at all general meetngs of the
Compary A resolution put to the vote Jl any general mesting is 1o be decided
an a show of hands unless (berore or an the declaranen of the result of the
shiowe OF hands o on the withdraal of ary other demand for 2 polf} a poll &

properly deTanged.

bvery member present i person at 3 general meeuny has upon a show ¢

hands, one vate *or every Sp nonunal ameurd o <hare capital o7 which he is the

holdar In the case of joint holders of a share, the vote of the member whose

rame standhs first in the regster of merabers iy accepted 1o the exclusion of any

wote lendered by any other ot holder: Unless the Board <lecides otherwise, a

sharehoider may not “Ote at any generd oF tlazs Masung or exerdse any rights

i reltion 10 mestings white any amount oF money reating 16 his shares remains

utstanding,

o

A memnber s ertitled 10 appoInt a pro sy to exercise all or any of ther nghits

to atiend and spesk s the vote on their behy

1" a1 & general sneetng, Further

details regarding voung, at the Anrual Seneral Heanng can e ound In the notes

1y the notce of the Anrwdl General Mesting Detoks of the exercize of voung

rights atwached 1o the ordinary shares held 5y the Empicyee Bonefit Trust are

81433220
7391053 27
58.005.855 8.84

53.837.724 a2l
31038550 473

700590 32
24200040 30%

shares dunng the period under review. The pligations altaching

to the Cormpany’s ordinary shares are set out n the Company’s Arlicles of

Assocabior, copies of which zan be sbtamed fom Companies House o the

UK or by writing 1o the Company Seoetary

mealings of the Company Lo appeint one or mors proses (and, o they

Are COrPOralns, SOrparate representliven) and to exsrcse voling rights,

Holders of ordinary shares are entded to receve 2 dividend. Ordnary
sharenolders ars entitld 10 recene a copy of the Company’s annual report
ang accounts. Subject to meeling cenain thresholds, holders of ercinary
shares may requisition a gereral meeling of the Company o the roposal

of resolulions 4t Annual General Maetings.

set out i the section enbitied "Shares hakd by the Pendragon Employce Benefit

Truet’ on page 220 None of the ordinary shares. mcduding those held oy the
Emplayes Beaelit Trust. carTy any special woting rights with regard Lo controd of

the Compariy:

To be effartive. slecironic and paper prosy appeantmants and voung instrulions

st be recerved by the Company's reastars not later thzn 48 hours be

general v

TN,

There are no vesirictiens en the iransier of ordinary shares in the Cempany

other than certan restnctions which may be imposed pursiant 1o the Arngles

of fssociation of the Compary, certain restrictions which may irom ume to tme

be imposed Dy laws and reguiations (for example in relation 16 ngder dealing),

restractions prrsunt 10 the Companys share dedling code wharety, directore
and ceriain emplosaes of the Compary recure prnior epproval 1o deal in the
Company's shares, and whers a parson nas been served with 4 dicloiurs notice
and has fuled 10 prownds the Company with micrnaticn concerning the intarests

in those chares.

The Company i not aware of any arrangements &1 agreem=nts hetwean
sharehoiders that may resut In restrictons on the transfer of ordmary shires

or 0n veting rghts.
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REPORT OF THE DIRECTORS

Continued

Repurchase of shares

Details of movements in the Company’s share <apral are given in note 26

1o the finanoa

taternents, The Comaany has not repurchased any of s

Ot SR e Juning the year, The authority to pu

ne Compary

Team member sharesave scheme

The Company cantinues 1o encourig? empleyea share ownarship thy cugh
the provision of A save as you earn (SATE) wheme, adrministered oy the

e

i 1978 Sharzsave Seieme ). The

SATE Selhoma e vanaveed At the 2008 AGM s al 31 December 2008,

23m members,

saresenting 6218% of Lotal team membars participat-ad

Shares held by the Pendragon Employee Benefit Trust

estabished an Employee Beneft Trost in June 1999 with
lnvesiee Trust (Guernsey) Limited. A3 at the 31 Decernper 2008, the
trissi2s held 19844, 141 sharag, rapresenting 302% of the total issued share
capial At that date, which ame usad 1o satsfy opions under the Perdragan
F99% Apmroved Esecutive Share Option Scherna. the Pandragen 19499

ed Erecutive Share Option Scheme and the Pendragon 1998

Linapprow

Sharesave Scherme,  The voling i i relation to these shares ae

Artigles of Association

The Compawt axsting Articles of Association were adoptad by spedial
resclition at the Annual General Meeting held on 25 April 2008 These new
Acticles of Assodiation included 4 provision allowing general meenngs of the

Compary 1o be called on the minimum nolice penod provided for in the

Comparies Act 2000 For meetings other than an AGM this s currently a
period of 14 days. The Companies Act 2006 provisions relating Lo mestings

are Jdue 10 be armended with effect from August 2009, as a resuk of the

Significant agreements

The Company has entered into a number of significant agreements which

ordinarily would be lerminable upon 3 change of contral of the Conmparny.

+ Franchise Agreements - our deslerships operate under franchised
new vehicle dealer agreernents and authorised repairer agreemants
with various vehicle manufacturers and importers, Without a franchise
agreemant, iL is not generalty possible 10 obtain new vehicles from a
rasufactieer or dsplay vehicle manufacurer trade marke, VWhilst scme
ol the franchise agreements conlain provisions enlitling the vehicle
manufacturars 1o terminate in the event of 1 change of contred, this
antitteme:

iz crcumnseribed by the appheatde EC Regulation 140072002
{eommondy known as the motor vehicle Block E<emption).n the event of
a changs of control, a vahide manufacturer is unable to terminale either
the franchise agreernents or aihorized rapairar agreements held by tha
Group f the new controlling enlity alveady holds that manufacturer’s
prand of iranthise.

- A Faclues Agreement dated 3 Decernber 2005 {az subsequently

anended and cupplemented Dy amendment fetters datad 3 Febraary

shares 1 exarcised onf il the drectars expest i 1o result in an incraase in

earning; per shave,

i the schense Share oplions are axercisable by participant wearm members

upon ey of either a 3.5 or 7 year savings contract, 3t a pre-datermined

option price. Full detaits of oplicns ramairng under

found 1n note 28 to the financial staternents on page 24,

walvec and

ordinarily exarceable by the trustee: however these rights ;

the trustee does not vore the shares held.

Dunng the year, 836,335 shares with & nominal value of &4H 81675 were
wranslerred to bensficanes of the Sharosave Scheme, the 159% Approved

£ recutive Share Opucn Scheme and the 1999 Unaporoved Share Option

Sehome by the trustees of the Employee Benefit Trust.

implementation of the EL) Shareholder Rizhts Directive. The Board believes
trat it should ensure that the minimum peried for nolice of meetngs of the
Company can resain 2t 14 days afier Auguet 2009, and a special resolutien
will be pul 10 sharshokiers o approve 14 day: as the minimum penod

cf ngtice for all gereral meetngs of the Company cther than AGHs. Fuli

datails of this resalution are contained m the grcular to shiveholdars.

2066, 8 February 2006, 41 February 2006 and 17 Febiruary 2006 an
amendiment and restatemant agreement dated 8 iarch 2006 and an
override agraenent dated 30 Aprit 2009 between the Company and ns
subsidiaries and the Royal Bank of Scotland ple and others under which
the Rayal Bank. of Scotland agread to rmake available term and revohing

facities 1o Pendragon up 1o an aggregate sum of £330 millicn - in the

event of a changs of control, the lenders under this lachly are able o
cancel the faclity and dedlare all outstanding together wath alt accrued

Interesl conutission and other amounts imrnadiat2ly due and payabile,

* A Loan Hote Purchase Agreemant dated 25 February 2004 in refauion
12 LS §110.000.000 5.65% Guarantzed Senior Loan Motes Senes A aus
inApril 2G12 and US $67.000,000 5.95% Guarantesd Semor Loan Notes
Seres B due in Apeil 2012 subsequently amendad and supplemantad by

ar erarride agresment dated 30 Apeil 2009, In the event of a change of

canirol, the Corpany must offer 1o prepay all cusstanding loan not2s no
aiore than %0 days and not less than 50 days frony the Jate of the change

of control event
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REPORT OF THE DIRECTORS

Continued

Corporate sociat respensibility
The Campare's appraach 1 corporate social resporsibility 15 get out on

pagas 30 i 31 No poltial denatiors were rade (2007 £ nl) and the

Payments to suppliers
The Grouns policy 15 16 ettde the terms of payment te ns suppliers
when agreaing the termg of the rancaction and 1o abide by thass lerms,

praaded s saushiod that the suppher ha

ovided the gaods or seraces
In acesrodanse o

hthe ageead e and condiicis, The Group ras not
Auditors

FEG Audin Pl has moicated ite willngness 1o continug a5 indepandent

auditor and o resolilon concerming I reapoomirent will be proposed at

wiel eneral Meating.

The direciors wha held ofice al the date of approval of this direciors’

By order of the Boa
HC Sykes
Secretary
30 April 2009

Company does not intend the Company or any member of the group 10

make any such donratons

adopted any spenific code or standard on payment pracuce. The number
of dayt’ purchases sutslending for payment oy the Group at 31 Decamber

008 was 6F days (200755 days). The Company had ne trade creditor.

regort tonfirm that, so far as they are cach aware, thers 1s no relevant audic

nformation of which the Group’s audilors are unaware; and esch director

has 1aken dll T sleps Lhat they Ought Lo Bave taken 20 a direcior 1o make

nermselves awalt y relevant audilniormation and to establish that the

Groups auditors arg aware of that informiaion
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CORPORATE GOVERNANCE REPORT

Compliance

Pengrrgon PLC 5 comimitted 1o maintaining high standards of corporate

powananc, 0 ne wath e UK Lisung Authonty hstng + and ity Board

sutports e pondples of the Combined Code on Corporaie Governance
wsued By the Franogl Reporung Coundl (Mthe Coda™ Trus statement,
ogethes vt the Pemuneraton Report on pages 32 10 39 below. explaing

how the Compgany has appled the pnnciples and complied with the

Rirectors

The Conpany &

ils Group 15 managed hy ns board of drectors {Mhe

Baasd™). The Beoand is 1esponsibie for overall group su

22y, AQUISTICN

and divestment palicy. approval of major capital erpenditure proects and

consderason of -gneficant finanaing matters. Thiough the Comgany's

divimional structure, tha Board reviews the strategic direstion of individual

iradicg  businesses. their annual budgels and ther progress towards
achievement of those budgets. The Boaryd also takes < of the

Corepany® standards i matiers of corporate governance and policy
matiers affectng the Company’s stakehelders. The Board has overall
responubiliy

the Group's system of internal contrel, scluding finangial
ronteal and risk managernent and the Group's record on matiers of health
and! safety and enaccanental complianca, IUs also responsible for approving
appointments 1o the Board and of the company secretary and approving
policies refating to directory’ remunerauon and severance, All mattars of an

op2ratioral nature and within the exscutive direciars’

apital 2«penditine
authority are dealt with by the executive directors. Certan of the Board's
duties are detegatad o commitiees of the Board vhose responsibiliies and
COMposition are set aut on pagas Zo o 27 of this Report.

prowiskens of the Code. The Board regufarly reviews cyporale goverrance
matiers, taking o sccount both gudance issued by Liodies representing
stitytional shareholders and indmidual nstitutional shareholgers” polices
and feedback, wogether with appropnate best pracuce  The Company has
complied with the Code throughout the year

Trei e s a thear separetion of the lunctions of chairrran and chiel exacutie,
recorded & witten stalement reviewed anaually by the Board and
published an the Pendragan PLC website. This statemers 1 also availaole
lor sharsholders inspection at the Apnual General Meeting and a1 any ume

fram the company (eaelary upon request.

The Boarrd operates 1o 1 standing agenda which enspres that :

resgrved foe s dacision are deall with i an approosate marner and

matiers requanng regular or annual mvieve rerceive adequate sarutnty and

debate. Belween mestngs, nforrration packs containing key performancs

data are crcudated 1o diveciore. The chairman holds meeungs vath the
non-asendive direglors without the execulves preszal when he ceemsil
approprite. in addition o formal meetngs of the Board. inforimal meetngs

1 familariee with particular operations or address stralegic matiers ae

rald as dictated by the requirements of the Company’s business and any
new developments. The attendance of direciors at meetings of the Board
and (where apelicablz) s commitieas durng the year s set out in the

table helove

Director Board Audit  Remuneration Total
Sir Nige) Rudd (™. R) 17132 na 445 15717
J HHolt (A, N, Ry 11412 55 5/5 21422
MT Davies (A N.R) 117E2 545 5% 222
DAL Joyce (A MR} 12412 55 S/5 2222
MJLe May (A NF) 10752 45 55 15712
TG Finn 12 a nla 12412
M 5 Casha 932 nia nla G2
0 R Forsyth 12412 nia iy 12412
H C Sykes 12482 nfa n/a 13412

L8] Aty Comunqies meaner TR TGt on Snrnstes nenier (8) Apragrrauon

Tre 1 lamnation Cormmittee 4 nol nest d aneg e wpar

*Anenddince 5 deplied theettd he numbsr of LSeTngs Tahded ML 6! 1he 1013 dre10r s wars aadbee tooatiend 627

The rames. briel icgraphical details and commitlee apponumnants of sach
of the directars appear on page 6. The Company has nat dentified ary
wndnddual a3 deputy charman, The semicr non-executive direclor has met
wath the other non-erecutive direciars wihout ihe chavman present, to
conduct the annual appraisal of the chairmans peiformance dunng the

yaar. Directors have the opportunity at each meeting of the Board, and

infarimally beteween meatings, to mise any concerns they may have regarding
the way the Company is being ron or eny proposad course of acion, Any

such cuncerns, f voied at a meetng of the Board or any of its commiitees.

would be recorded in the minutes, Mo sch congens have been raised

Aurng the vesr

reedne 3ot o the 27 apetnge ned were anieade L

The Company tuppoarts the prinaples of the Code reparding bosrg
palance ard e ability of board merrbers 1D bring to bear an indepandent
sudgement on the matters put before them, For 2008, the Board comprsed
fow: exsculive dirsctors and four non-erscutve direciors. all of whom are
conadered by the Code to be independent, and the chairman. £ach of
the Audit and Remuneration Conwvittees is composed antirzly of non-

evecutve directors treated by e Code as independent.

24
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Independence
I the wave of the Soard, avary non-executive director sering, during the

yea' Ry dernoanciraied e reguirsd degre of 2. both m

iapandenc

hal aeter al

dgement, Liang ino scccunt all the retevant croumistances

AL least half the Board, excluding the charman. corsesls of non-2.ecutie

3 deterriced by the Board 1o be wdependent. Due o the

Ble presumpbion e the Corde that a director whe has servad on

dent, Mr ] b Folt would

ihe Board for more than nine years & nol indeps

CU"-‘I‘OL': the yearn

Board compasition and efectiveness

The Board reviews anngalk: the composiion of the Board and s conemittess

and the respective contnbutions of sach diecar The affeciveness of the

Board and comnuttes structure is considered, tayether with the adequacy

teness of the ckill set of the Board, taking nto account any

new developirents s the Companys business or strategy, and the range
of expertes, bnowledpe and 2 -perience reprasented. The latest of these
reviews conclhuded that the Board and its committess were operaling
effectively and thit in parbcular the clear demarcation of the respeciive

responsibilites of the individual directors, the commitzeas and the Boarg

contributed surongly (o ther effective operation The Board z2ko concladad
that the shills and erperience pratent are appropriate (o the Company’s
busines; activives and prowide adequate oversight of the assessment and
rmanagement. of risk

All direciors seek eleclion o tha Board at

the Annual Gerearal Meeting

iollowing their appaintrnent. I accordanca with tne Company's Artiches
of Azsocation, all directors saek re-alecton by rotaton Al fsast once every

hree years,

For the year under review, the Board has evaluated the performance of

sach director, The

erecative directors. led by the senior non-executive
directar and assisted Dy the chief exacutive have revewed the performance
of the other e-ecutive directors, the non-axecutives have révswsad the
pedarmance of the chiefl enecutive, and the Board hat reviewed the

perormancs of the non-e<ecutie direciors

tnformation and advice
The qirectors regdlarly recerve naraal and ether infarmation concerning
e Greups activities, pians and performaence. Eagh dirertar is enialed

on Tequest 10 recere from the Corspany inlormation to enable bim to
make nformed judgements and adeguately Lo dischaige his duties and has
atcess to the advice and services of the company sacretary on all matters
of Board procedures and <orpurate governance. The tompany secretary

abser provides advice and support Lo 2a

ch of the Boards comrnitieas and,

Continued

the Company continued to regatd M | H Holt as mcependent, The onby
matter relevant for consideration in relations to M} H Holt s the dursuorn
af g appomtiment as a dirscton which comnenced in 19929, The Board
consuders thal, nobwathstanding bs kenglh af serace, throughout the vean
Mr Holt remained independent in character and judgement and continued

Les be comrmtied Lo his role. There are no relatinnships O drcumstances in

refation 1 any director which are segarded by the Company s having the

1o affecl big everciming ndependent judiement.

Each non-executne 2

cter’s perormance in furtherng the Companys

ohjactives was assessed. together with his contribution n his areas of

expertise, reflectad n his carnmitiee work, participaton in Board discussion
and.whare applicable, familiarisation wisits, Atlendance al meetings wis e
considered.

ealiation of the non-ereculive directors also addressed  thew

capability. time cemmitment and, whare applicable, efzctivengss in the roie

of conmitize chairman. The assessmaent. of exacutive direciors coveies
wo aspects of performiance the directors indraduil contnibaon lowards
achigverent of the Company’s goals, and the achieverent of indiaos
or her rofe,

cbjectves spproprate 1o his

The performance review of the chainman was conductad by the non-

erecutive direciors led by ihe s@muor non-exs diracion

considered the respensibilities af the role as set out o the Code, including

vapahility. firne rcmn*nme-ﬂ effectiveness and sharehclder caman,

The chairrran’s annapal commitmenis ouside the Compary at at 30

Al 2009 veere a5, deputy chairman and chairman dJesgrate of invengys

PLC. non-exacuve diemetar of BAE Systerns PLC and § e, non-

waecutive chairman of BAA Limited and charnan of the Saardroom lssues

Group of the Confederation of Briush Industry. The Board i saushied that
the charmnan and 2ach non-gxecuiive dirgrtor is able 1o amvote the amount
of urme required 10 attend to the Companys aflwrs and fis Cuses as 2

Board memban

it particuian 10 the chaimman on all corporate governance maiters. The
directors’ enms of appointment afse permit them, al the Compary®
expense, 10 ke ndapendent professionat advice in connechon with thar
Juties,

In line with common prasiice, the Company MANWNS iNsUrznce cover in

respect of the labi

ty of s directors and officers to third partes,
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CORPORATE GOVERNANCE REPORT

Professional development

The Bomd ncludes indiiduals from warious biackgrounds with many years’
esperente of senion positons 2aber in listed companeas or professional lif2.
in carrying cut ther duties, the directors are expecied & bong to bear an
mdepzndent judpernsnt on ssues of strategy, pedforrrance, resource and

standards of conduct. New Board members recerve an induction taloied

ta ther needs Arnducuon informmation pack, carmpl

sing constitutional
documents, terms of veference and histoncal and accounting mformation i<

prowdec and operdlicnl wlz vislle arg undgertaken 10 enabde farmdiarization

e the

LUFT businiew, ¥Where appropriate, noth o

b appoiniment

and subnaguent

formal waming

Y external providers £ miatiers suc

Board committees
The Baard

which oper

ertain matiers Lo commitiens of the Board, each of
I

deleate

Undar wenthan byt of veferancs

hase, together with the

Nomination Committee
The Commiitee is camposed of the pon-execulive directorss, and s
chairman is Sir Nigel Rudd. The Committes did not meet in 2008, The

Commiitee 15 respomsible for leading the procass for appontments 1

d. The Committes and the Board aperate (o a protacal for the
selection and appomtment of exeodtive and non-execuuve deectars. This
ncludes a sic stage pracess, rom the entfication of the vacancy to the
making of 4 recommendation o the Boad for an apoointment. Having
wdermilied a vacanzy, the Carnmittee assesses the current, sklls profle of the
Eoard and produces a skills prefile for the vacant position, with the aim of

Remuneration Committee

The Chairman of ke Remurecation Committee, Mr M T Davias, s an

independent non-exeautive director The Commitiee s composed of
nan-es.ecutive directors considared by the Code Lo be independent, and

the chawman, and mcets at least once a yean In 2008 it met five times,

The Comrmtiee has responsibility for determining the remuneration
packagas of the 2vecutve direttors i the contaxt of the policy adopted

Ly the Board It ko hases with the Mominaton Comaties 10 e

re
tha remuneraton packages sel ior new exacutive directors are conssient
with the Company’s everall remuneration palicy. |t sets the targets for any

performance related pay schemes applicable 1o erecutive dirsciors and

Audit Committee

The Committee is chaired by Mr ] H Holt who s alse the serior nen-
asecutive direston (Lis composed of the non-azeciiive diractons of the

Cornpany (e, cepl the charman), The Committee is comprised enurely of

non-executive direntors considered by the Code to be ndependent

f-r | b Helt 2 regarded by the Board as haang recent and relevant

financal expenence, due o his longihy career i zccountangy. with

Continued

the duties of direaiors, pensien trusteeship and corporate governande 15
arranged. All direclors are 2ncouraged 16 MAINLAIN an awarenass of new
developrments in the areas of the Groups prinapal actidties and attend
appropriate briefings on indradual aspects of 1he Groups busmess or new
developments. Whers necessary. directors have access 16 profassional
trawing refaung 1o ther Boarc or correnitte functions. Durng the year,
the chairmen of the Autht and Resnuneration Committess have attended
spectalint brefings on issues rdevant 10 ther prafesaional development and

the business of thair cornmitkass

committees’ reembersiup, cin e found on the Pendragon PLC website, al

WAL PEnOrag)

strengthenig and erhancg the skills, knowledie base ad 2-perence of
the Board. The nead 1o adveribe the vacansy or engage erecune search
advisors 15 consicderad.  Interwses with shortdisted candidates Toliow.,

condh

ted Dy an appropriately corstituted panel of direciors. comprsing
2 mawrily of non-execuive dirertors and esckuding direciors with any
personal or business connectiong 1o the candidates. All Board memibers
are giver the opportunily 1o meel 2 recommended candidate belfore

nemination is put to the Board,

determings the policy for and scope of pension agreerranls, temination
packages, and compenzaton commitments for the executive directors. It

15 also responsible for ensuring that due regard 15 grven Lo besl praclice m

matters of executve remuneration and that the Campany comphies with all

applicable repulations relating 1o execulive remuraration

The Dwectars Remuneraticn Report 3 considered by the Remuneralicn
Coromitl2e, bul adopted by the Beand 25 2 whole. That Report 1s set out

on pages 32w 3%

PricevaterhouseCoopers. and as a result of his regular atandance &t
appropriate contnung professonal development seminars  eeungs of
Lha Audt Commitize are held of least four mes 4 year and are att2nded,

by irwitation, by the finance direcion the head of the internal audit funceon

and representatives of the company’s external auditors, au the chairmans

disgrenon. The Comenittes et five tmes in 2002,

26
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Audit Committee activilies

The mee

< i Apad ad August take place inadvance of the prelminary
and intering tesults anpauncemants. Al Lase nieetngs. the Commities

cansders the araft fnantal staternents and the prebminary and interim

results ennauncements, 1L also considars the report of Lhe external auditors

on the full-year sedit, conceraratng onssuse of judgement and audit foous

wdenufied e ihe audt plan. Adduonal mes neld in June and I bvember

arned pomarily with the review of the business risy management
e auicornes from vk conteod visrs, ang the sifectrenass of the
i, 48 well e external audit plan for the year the
audit fee and other wgnificant carporate governance issues, such as tose

with Fisangial Services rezulaton impheations.

At gach: meehng atanded by the external auditors, the marsbers of the
Corrnitize have the opporiunity for discussion vath the auditors without

the linance director or head of nternal audit baing sresent. This permits

Ary Bsues 1o be reviewed with, and assurances 1o be sought irom, the

external audiors independent

of executive reanagement irvclvement,

~

The chairman of the Committes also makes himsel! availzble o maeetings
wath the head of the Companys intemal audit function Lo allow issues

concaraing contrals and, i partic

the working and resourang of
the ilernal 2udit funchion. to be reviawed. The Committegs s of
refar

e are published on the Pendragon PLC webale and m summary,

nclude responsiolity for: monmitoring the integrity of the Company’s financial
staternants and any formal announcemant ralating te the Company's
finanal perfermance: making recommendanens 1o the Board in relation
o e appsintnent and rermoval of the exterral audilers, reviewing the
exernal auditors independence and ebjectaty and the effectveness of
the audit process and developing and smplementing the Company’s policy
n the engagemant of the axternal auditor 10 provide non-audit services.
The Commitige 5 alio responsible (or meviewing the Company's intarnal
finantial controly and systern of atenal control and sk management,
monitonng and reviewang the effectieness of the Companys internal audit

Company’s systams of contrel as they relate to activities regulated by the
Financial Services Authority arz adequate and funclicning properly and are
adequatebs resourced.

The revicw of the arrangements for amgloyees 10 rane, n confidence,
concerns about passible impropneties n relaton 10 inancial reporung or
other matters ako falis within the Audit Committzes respensibiities. The
Committee reviews at least twice annualty the Companys whistlebloveng
policy wgelher with any follow up action taken, and #5 procedures for ths
roparting and recording of suspacted fraud and dishonest acts. Thase items
alses formn part 6f the Cornmittee’s standing agenda. As parl of s regular

manitonng activities dunng the year the Committee reviewed and approved

anendments 1o the Company’s procadures. in partcudar regulated activties

n tha the areas of ganeral insurance mediation regulated by the FSA An

Fraud, Theft and Corvuption, whistleblovan

3

and Ani-Money Laundering,

Continued

Tre Company’s Ani-Fraud, Tneit and Carrupuon Polizy and Anu-Money

Launcenng Policy are available on the Company’s websit2.

Durig the year the Committes chairtnan has carred out an avaluation of
the mdependance of the Company's exemal suditor PPMG Audit Plc and
reviewad (he effeciveness of the eatarmal audit procaess, Malters addressed
n the evaluation included an assessment of the quality of communication
pepecen the external auditor end e Audit Tompiltee, the mannar n
wauch the relavonship between the auditor and the Company 15 managed
and the ability of the auditor to challenge pracuces and proceduray and 1o
communicate appropriately with the Company on any significant control

waakness dincovered o the course of thew awdil work, Alse conudersa

wers the level of non-audit services prowrded by the external auditor and

tre potenal this may have 1o impair the mdependance of the audit. The

sffactivensss of the mbarmal audit luncion Bas also been formally assessed.
The vews of management and of the external auditor have been taken
nto gccount in the review of the internal audit furclion and the views of
management hava been taken into account 18 the ravew of the extemal
auditer.  Zach review concluded thal the functions were performung

aflectvely.

The Corminitles has considerad the policy in ralation 1o the supply of non-
audit services by the Compary's auditor during the year The Company's
policy 13 not 1o exclude ik auditor from underiabing non-audit vork, bul
o permit the supply of such services in areas where, n the opinion of
the Commitles, il i appropnate W do so. The opjectve of the policy
is 1o ensure that non-audit, work 8 camed out n 2 way that affiords full
value for maoney, whilst oblainng 2 service that best serves the imerasts of
the Company. Conlracis for non-audit wark are not tharefers awarded

to the CTompany's auditor where there s 2 percenved conflict of mterest.

Ahare aporopriate. the provision of non-audit servces is fonmally rnarket
tested through a tender process. The Committes has duning the year
reviewad the independ2nice and obyachivity of the axiernal audion taking
Imte consideration relevant professional and regulatory requrements with
the aim of establishing thal these are nolimpaed by the proveion Lo ths

Zompany of nomn-audit services,

Agpon Actuaral Seraces (part of the Scoutish fouitable Flo zroup of

companies) continue to act as adwisors and actuary for the Company's

occupational pension schemes. hading heen seleclzd by compabtive

{ericer

A full statement of the faes paid to KPMG Auait Pic ard KPMG LLP for audit
and non-aud, services s prowided in nate 3 to the finanaal statements on
page 6 1. The Committee has concluded that the proviacn of theee services

has nolirnpaired audit indanendence.
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Systemns of internal control
The Board is u

witareal ¢oniroi 2

ately responsible for maraming a sound system of

for reviewnng its effeciiveness. The Board has adoptad

ased appircach woestablishing a sound system of internal control.

o of contral has baca i place throughout the year High leval

rh assessmrent Geours M one meeting of the Board during the year in the

conle Lelihe Corepany's annual stratepic review, Oparaucnal management
T4 :

16 Cha

ol with mesponsibilty for dentifving and avaluaung risks faong the

Groun’s busnegsies onoa Jday-do-day Dass 0 estatishmg ard mamtaming

vl wsierna conal sne Board has paid due regard (o

the Turnbull Guidarces ¢n risk management and interral conyols.

Tive Boarvis

ol intzreal contzol rebes o atsurancs hom e-ecuive managernant with

wrocess for watisfing isell of the effectiveness of the system

regaitd to lhe destgn, communicaion and implementaon of conteols
anel provison of menitonng informaton: and assurande drom the Acdit

Crtrimitiea on the repular monitor

of the system and rormection of any

rateral conwrol falures. The system is designed to manage rather than

ciinunate rise of falure 10 achieve business objectives, and can provide

onby reguonable and nol absolute assurance against materal missiatement
o ioss. The Board has during the year reviewed alt relevant risk arsas
and the systamn of inlernal controls 2nd received reports on new risks and

5 10 Lhe @visbing rises, based on the following broad areas:

= financal .

50CIC-2CONOMIC
= physical » political and regulatory
v tramsactiena * reputatienal

+ tezhanlogical

Operational management i3 supported in its rofe by a mult-dhseiplinary
Lteam, kncwn as the Risk Control Group. This group is Tormed from senior
representatives of the central finance, miternal audd, information technology,
tagak and insurance funcucns,is chared by the finance director and usually
meels at least twige 2 yearThe group met twics during 2008, It is atiended

Ly imtation by the chairman of the Audit Cormrities and reprasentalives

of the = «1arnal auditon al the discretion of the chairman. s responsibliti
nclude the repular review and raung of nsks together with rating of the

lrelihood of the risk otcurving and s petential impact on the Group, the

idenufication of the need for corraspanding contraly and the monitaring
of the design. cornrrumication and implementation of new contrels and
adaptation of encting controls 1o improve their effectiveness The Ruk
Control Group has a reporting line direct to the Board. The internal audit
function reports on ratters of finanzial contral cach menth directly to the
Board.

Major commerozl, technological and fimancial risks zre assessed at the
Beardl's annual planning mesting, which reviews the Company's pringipal
areas of busiess and considers any adaptation 1o the Company’s business

strategy reguired to meet speaifiy coramangal and ather nsks or thegas,

Tha conclusions are incorporated in the Company’s busingss stirategy and

iormaity adopted by the Board.

Continued

Tre Boad bat esabliehed 5 stong controf framevwork within wiuc

Group operates. This cor he follzaing elements:

Management structure

Pendragon is 4 targe A

i-franchise retader of moter vehicles ang analary

services, which operats (hrough @ divsional siructure The Group consists
vincipal Gperating divisions, Bvans Halthaw for volume franchises
I

of two

and Stratstors vl

ises and four suppart dvsicns finformetion

Technology, Parts Supply & Distribuuion, Fin surance angd Con

Hirey eaxch b

aed vy & Drausnal Managing Direcinn Each Divi

Maragenz Lirsclor pais

ipries in 3 monthly oparational poard meetng,

—

chaired by the Theef Operating Cfficer Best pracure mectngs for cadh

drasion, al swhich rey

operatng cortrol and imprreaments o thar

implementatian are J
Dhivisional Ma

scussed, are generally held monthly, chaired by each

e

Communication

There i5 an em

ded cuttvre of opennacs of commuenication Delwesn

maragement and the Board on matters relating 1o risk andd control, Fs

1o-face and wideo-conferancing meatings of all oparationa teams ocour
regulart, Processes are remforted at operational meetngs and via tha

Company‘s inranat angd vides communicalions

Financial reporting
The Group cperaies o comprehensive management reporting disciphees
whuch ivolve th

praratics of financal plans by all cperating units, The

plans are revizvaad by arecuive managemeant and are subsequently passed
to the Board for approvel. Monthly actoal results are reported against Lhe

approved plans.

Investment appraisal

Tne Group has a dearly defined framowordk for capital expengiure

induding 2ppropnata suthorisation levels, beyond which such 2spenciture
requires the approval of Lhe ereculve directors and. for larger capital

proects, saquisitions and disposals. the Bowrd, Thers g a presorbad {ormat

for capilal expenditure apphications which places neavy emphasis on the

commercial strategic ioge for the ivestmient and demands a detaled

financal presertanon of the buyingss casc,

Functicnal reporting
The Group has denvfied a rumber o7 key areas which are sulyect to cencde

reporting 1 tha Board. These aeas are given particular emphasis throuzh

the oparaunn of aporapriately comsbtuled teams which meet vegularly. and
repart to ihe Board wa a desgnated execuive direcion Thess inchxde
the allowing central fusctions. group finance, treasury, orporate tax, value
added tax, haalth and safety, human r2sources nformation systans, intenal

audit, nsurance, legal. payroll properiy and braining

Risk Control
Tha work of the Risk Conlol Groun i describied above. Ks remitincludes

the identilication and assessment of new nsks 1acing the Group's busingsses,
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System of internal gontrol (Contnued)

Busness contmuly  glanning and  the estanlishiient of policies and

pracedures far sk control for implementatien o the Grougp's buunasses.

It nas the power o Lo-opt represantatives rom the Groug's operating

Brsniesss 1o asaist in the o

sign of new controls and Lhe improvement of

nasting ores A taeceytarly review of the Risk Contral Group's work is

iclude A Boged's aganda,

Frocasses, resnenbiligs and monilonng mectanisms and lrequencies are
Aefined and cormmunizaiag to the drectors and e ecutves concerned and
a repulsn pattern of mgetings and reporung requirements established to
onsw ¢ that the Board s sufficemly mformed of rgk management measw es
wroenanle thern L raview the ellectiveness of the Groups systams of

nternal conred,

Going concern
The diredtors are satsfied that the Group 1 n a sound finandial pesiion
with adeguate msources O continge 11 operalion for the forssesable

future. I forming ths vievs the diectors have re

wed budgets and ol
fimanoal information, The finanaal statements of the Group have therefore
been prepared on the basis thal the Group is 3 gong concern. For lurther
information concerning the Groups liquidity and finanang risk, see page

15 of the Report of Drectars and note |8 1o the Finanoial $tatements,

iogether with the directors assassment of

goIng (OnCern.

Shareholder relations

he Baard as a whole lakes responsibility for ensuring that the Compzany
15 enpaged in dizlogue with shareholders which i construclive and fostars
rractual understanding of the Company’s and sharsholders’ objectives,

The Board's statement concerping Lhe respective roles of chalman and

Business at the Annual General Meeting

As wiell as dealing with formal business, Lhe Company takes the opportunity
afforded ar the AGM 1o provide up-to-date information abow e
Companys trading position and Lo invite &nd answer guestions from
shaehaiders on its policies amd busnes, At the AGM 3 <eparate retaluton
15 being proposed for each subslantive mattar The Company’s annual

Continued

chief exscutive aiso deals with the Company’s appioach Lo

communication and s avalsble

the Fendragon PLC website
executive, Mr T G Fina, s responsible # wvpiementation of the stratagy
set by the Board. Arnong [is dubies 15 the conduct of commurnciations with

shareholders on the Company’s perfarmance. He must ensure thal myor

shareholders have the opparlunity for regular dialogue with the Campany

on issues of congarn to them and i particulas that any changss s policy o

evlated U shareholdars i the man, sharenaldar

3

legy are effectry
commimiciion i b ward mieetngs wadh sha=holders et ey poinin
the finangal reportng yeanTnese are conducted by the chiel executive and
the finance directonrather than the nar-exetutsve Chantran, In this respect

the Company oadn 1z not compliant wath the Code, Tha direciors

believe this ¢ © d efficient way of zonmumicating

an matters 4

ay stratege deecvon,

cal performznce. unleriang
market condinons and apersticnal issaes. Issues raised by sharehclders on
ard fed back to the Board, and, where
nan for further discussion s arranged. Each

these oocasions are carefully Acie

ADPropndte, access

of the chairmian and the semor nor-ecetulve diredior alse holds sl
available at all umes tor contact weth sharchaldess,

requasted U3 part

Linless speahically

atid

e in disquEsion, o to provide micrmaton and
explarations, 2ach ol them will, howser reler er

wiries he receives to the

chiel erecutive. I the ma

o Concern s ;lll'."ﬂanrﬁ rENIUNEralion O

rerforrrance o other mattar wath which it 5 nappropriale for bm

1o deal. it s refarred o the senicr non-a<acutre2 directer The Board is
abeiays willing, where practicable, to antar into dialogue wath shareholders
baged on mutud understandings of ther respactive obectives and being
mundful of the Company's chiatione under the listing rules, The resg

chairmen of the Audic Commiiea, the Nommation Commitiee an

Remuneration Commutine are available 1o answer shareholders

at the Annual General Mesung ("AGM™).

repart and linancal statements are ce:patened 1o sharenolders, iogether
with the Metce T AGM, grang the recuasite period of notice. The buanes,
being proposad at the AGM will be sumrmarned 1 the Nouce of AGM, o

follow ceparately to this repart.
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CORPORATE SOCIAL RESPONSIBILITY REPORT

Philosophy

O cullure i about ihe w

we behave 5 an organisation. As a large

emnploy=r anct proader of goeds and ¢ &5 1 Ay thousands of

customers, Pandragen FLC and its group tauch the lves of many. As the

ol fwndreds of business prermise: and o cuslomer of a wade range

of busnicsses rouz berefus from and contributes 1 relanorsbgs voth

shers and communities, Pendragen beheves thatlorg Larm success

S S iF gredlly echanced ty valuing and developng relationsnips with
Vatues

The Compeny has adopted value statements which refiect the stakeholder
groups For each, Pendragon’s vision s to be “the Number Onae Choice™.
k

e pression TtEam mermber” s used for al those workang within the Graup's

wloyes are encovragad 1o see themselbes ag part of a team, hence the

The Pendragon Vision

1o e e Humber One Choige”

Our Customers

ey stahehet e

rare values, which secognise the broad need

Aq 3 rompany we operaic within a frameworx of

ang

ASpHTANGNE wiknin =ach

2 the foundation of aur ¢ulture and by ensunng
= that the:
be applied by team mambers acrest all degions and at 2l levels of dhe

v

refationshup, Trese values

that these waiues are bnowen ond understood. we can en

organisaiicn.

sinesses. Team members are inrodured o the Pendragon wision anc

&3 the

values on painng and through reputs ication, which 1

Company's philosophy an<d anproach.

wa Drovide o goeod valus, personalised service 1o ewsung and potential customers

Qur Manufaciurers

vt provade Quahly, brand focussed representation, meeung mictual asprabions of customer retention 30 sales &

Our Suppliers

Our Team Members

")

barme

€

we provide leng tarm, profitable partnarstips in return for quality service and competitive pricing

we provade secine, satisfying emplovment, recognising the contribution of each individual 10 the suzcase of cur business

Our Shareholders

wo provide the bast carnisgs per share performance over a rolling five year view aganst defined sec

Involvement and development

The Group recognises the importance of good communications and
relations with ity teany members, as it abdily to meeat the needs of its
customers i & profitable and compeutve roanner depends on the
contribution of team membears throughowt the Group. Tean members
are encouraged o develop ther contribution to the business, wherever

they work, In many areas ongoing pragramimes, focused on quality and

Pension trusteeship

Team member involement also exends to the boards of trustees af the
Company's vanous oooupational pensicn wchemes, details of which appear
on page 33 within the Dirertors’ Remuneration Reporl. A total of eight

Share schemes and incentives

Jeam memibers finanzial partcipaton 1 encouragnd through the Company’s
Sharesave scheme. which attracte mermibership from alf levels wathin the
Greups business. A variety of bonus schemes provide team members

with

wwards linked to the growth and prosperity of the business, AL 3|

O LOMpetSn

customer sarace, provde an opportunily for evervone to be invelved
i roaking improvements and in devetoping theis own sidlls 10 that end

The Company has been swarded Invesiors in People accreditation, firat

achieved in 199% and rerewed it I000. The Company's well-established
practices in encouraging ieant member dewvelopment and involvemant

preside substantal suppoit fon the renewal of this avara.

ereployse represeniatives, sroacly reflect the busnenes from swiuch

eme beneliciares omgnate, served ather directls aw trusices of as

directors of the schemes’ corporate trustees during the year

Decemnbar 2008 5 total of {703 eam members (15.72%) partcipated
N owrership of shares andior schames hnked w the Compary's sihare

performance.
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CORPORATE SOCIAL RESPONSIBILITY REPORT

Communication

The challenges sesented by the size of the Group znd the importance
of conusensy dnve tha Compary 1o dewse and implemant ever more
innovaie and el means of commumicauos Vides, imemal welsite
ImeEstaging ardd fate (o (e presentations are used Lo keeap tean mambes
up-lo-date with the Compary's strategy and parformance. Tie feadership of

e Groun @ busnesses are a particular [agus for char 2 Commun alions

Gommunity

L predominaatly relad operaton the Groups community

rivibenient 15 g aed by by local businestes, which contribul 1o thair

le>

cal are

g3 n A vaniety of wave, At & natonal leved, predormnantly throug)

1

ve Tipeos
115 airat

stane brand, the group as been a Ley sponsee and fundiraser of

Sparks, the childrens medical research charity.  Local sehools, hospitals

Environment

Although not generally regarded as 2 high ervarosmental impact secion.

rsetor vetailing and ils assoorled alter sales service actvitiss carries wath

of responabalities relating 1o protection of the environment.

The Companys pelicy is @ promele and operal2 processes and

foesdures which, s far as < reasonably practicable, avoid or misumise the

contanunation

e ar o tha ground, and to manage responsibly tne
Health and safety

The Compariy recognises its resporsibility 1o all tzam members and
athers working in or wsiting its fgilivies 10 provide. so far as is reasonably

praclicable, o er

wirorment which is szle @id without risk to their health,
The Campany’s pelicy s 1o identfy 2l potertial hazards and assess the
r:hs presented by ns actrties and to provide systems and procedures
which allow team members at 2l levels to take responsible decsions

\heir day to day work ey relauon o their own and others' health and safety.

The Cornpa

y's health and safety policy 15 a-ailable on the Pendragon PLC

weDsite,

Disabled pecple

The Group recognises its responsibilities n employving and traning people

wNo are dissbled. not all of whom are formally registered disabled pers

i UK tarms. i any team member becomes

rvabled i s standard praciice,

Equal apportunities

Thea quality of the Company's relationships wath (s stakeholders wif, in large
measre, determing ils success. Critical 10 those relaticonships 15 1ts ability
3 3UAC motivare and retain the bes: team mambers. The Company's
poficy 5 10 ensure that team members achieve ther full potential wathin
tn2 businass and that &l ensployment decisions, from the adverisement of

A A

7 trough 1o e offer of develapment opportumities and further

ancement, ara taken without reference to any larm of discruminatery

Continued

and regular brefings for all team members at cach locabion provice a forum

for sharing Boih cerporate and local information. Tre Comparry promotes
a number o intermnal publications based on its dvsicnal structurs which aim
parucularly Lo recognize ihe achieventents of indiadual team mernbers and

celebrate outstanding business parfarmance.

and medical charties as well a3 Comie Relief and the BBC'e Children in
Need Appeal have 2l been benchicares of chariy everis arganend by
teary mambers. The Company supports and encourages these activilies

and welcomes the oppariunives they present for team-building within the

busmesses and relats

snship-tralding with 1he commurniuies they serve.

by-products of our activities, such as noise, wasta packagng and subslances

and wehichy raoverrents. Durng the vear the Company has registered

with the Deparument of the Enviroament, Food and Rural Affairs’ carbon

reducbon commitmeny scheme The Corrpany's slaternent of ensiromimeant

pelicy is avalable on the Pandragon PLC webate.

Inmatiersof h=alth and safely thae Company promaoies avareneass of potentid
nsks and hazards and iniplementation of corresponding proventative or
remedial aclions rcugh ils on-line healdy anc safety systerns, operabions
manuals and regular communication on topical wsues. A clear lierarchy
of resporstilivs is published Lo teem members and reinforced through
ezular anssite monitoring. Team members are supported in discharang
ther responsiidties by speciaiiet guidance from the Company™s health and

safeiy funclion and an-lire ramng tool

inn all but the mast extreme aroumstances. 1o offer an altematwe job or

tthe eusling job and provide retraming where neces

crteria. The Company's equal oppertunites poley is avalitle on the
Fendragon PLC websie. Vacances are Drst advertsed sarnally on the
Pendragon imtranet to maximise the opportunity for carser progressian
within the Group. The Company’s bonus and ncentive programmes are
careblly resesrched and dasigned 10 ersure they are Likxed o matel
rewarc to pedormance and recognie outstanding, contributions 1o the

Groun'y nusiness,
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DIRECTORS' REMUNERATION REPORT

Remumneration Commitiee

The remuneration policy 15 detenmised by ard and 12 descrbed

beley At 31 ecemper 2008, the Rerutier

uan Corvnbiee of the Board

W {ie nen-axecuive direciors MM T Dades (chairman),
M) Le Py, Mr D A L Joyee and Sl hgsl Rudd, who

reseiced e Comimitiee in February 2008 (the”

v composed of
Mr

e | M Hal

nmites”).

The Gz

inee recommands 16 the Board the speafic rernuncration
Advisors

Dranng 2008, S Mgel Fudd and MrT G finn. proviced internal adwice 1o

the Comnmiliee bul notin

espert of their gwn pay The secretary (o the

Remuneration pelicy

cachages for esecuthve direciars and ihe charman, atthough he b oot
sarsy 1o any dscussions i refation Ly s own remuneration Al of iy

recommendations made 1o the Board dung the yesr were accepted.
The Commitiee meets as often a5 necessary 1o discharpe its duties, which
dunng 2008 -aas five umes. Detals of members” attendance are set outin
the Corporate Govarnance repoct on page 24, Tre terms of veferance of

the Connittze are available on the Company's websita.

Committes is Richard Maloney, the Group Solictor

A summiary of 1ne Comntiee’s conclusions and pohaes implemented during the year wera:

+ Bonus targets for 2008 were sot at the begnning of the yearn It was
considered hat the perdormancs target structie e, onginally set in 2007,
remained appropnate, and should continue unchanged. This is made up
of three clements: () adpsted PBT: () gearing and fin} flfilment of

personal obectives, I the event, the 2008 targets have not Been met

and therefore Donus 1s not payable 10 executive directors.

* Executne Jirectors basg s

v levels should remain unchanged from
thewr

levets, Mo Increases in basic pay were made

+ LongTerm Incenuve Plan awards were rmade usesd the same performance
measura stuclure as those adopted in 2006, as this was considered o

be appropriate tor 2008,

+ harc options were awarded to briow board lovel or ecutives under the
Pendragon 1999 Approved and Unapproved Share Oplion Schernes and
these schemes snould ba renewed upon ther exspiry in Apnl 2009,

Non-execulive directars remuneration policy

The Companys policy on non-execulive  direclors remunaration

revievwsd annuatly by the Board, Remuneration for non-execulive directors
5 confined 13 fees alane, without a performance related clement. MNon-
ar¢Culive directors may elect o receive all or part of their fees in the
form af benefiss in hund, typically the provisicn of a metor vehicle for ther

use. The Company cereiders that the remuneration of the non-executive

Executive directors remusneration palicy

The Company’s policy i respect of ereculve director’s
recogmses the need 1o

remuneralicn
atract and r2lan diwectors with levels of
remuneranon that are arnved at responsbly and refiect their individual

centributics and walle o the canipany

The remuneraion policy places great emphasis on ensunng that the
enecutive direQlors incerive arrangements have the potential 1o prowvde
a4 prestel

reward Whan base salary  Corabined with an apprcach thal

requires ail Incentve arrangements 1o te hnked directly 10 busingss speafi

MEALLNRE,

ernures that rewards will be based on the conbinued reation
of sharaholder value.

The Comnuttee concluded in earh, 2008 that ns rerruneration policy,

« The exceptoral wreumstances presentng during 2009 and Dkely Lo

pravad during 2009 requre a broad range of incentive schemas 12 ba

avalabie 10 mobvate and retan execulive disciors and below board
evecuives and the Company shiould hoth seek renewal of ts existing
exacuiive share opuon schemes upon ther expiry in 2009 and approsal
of an additional share cwnership avard scneme known as the Ex50F
witeh is a shared ewnership share plan discussed m more detall on page
3é.

« The Committee should consider awards to exedutive directors under
any combination of he avadable share mcenuve schemes, subedt Lo

apprapriale and robust performance targets ang vesting canditon:,

direciors is cansistent with the Ume comantnients associated with indradus
positions and wider market pracuice among companies of a comparable
size. As such, rensuneraton for the charmanship of Bcard commiticos, and
the foos pavable to the commitice charman, iyt introguced in 2007 wern

considered 1o rerman appropriate for 2008,

first mtroduced in February 2007, remains acpropnate and suppors

tha corporai= strategy  For 2008 the remuneration policy 1emarmat as

follows:

« Annual bonus linked with corperate performance targets. and capped 21
10097 of salary for ercepuonal perfortnance;

v Ayards under the Long Tarm Incertree Plan, first ieaduced o 2008,
vaith @ matching elenent of share based ncenuves,

+ Gong forward, it 1s considered desirable to broaden the range of equrty
incentives available for retention and incentive purposes. by once again

nclading executive share cpuocn

ards and 2 new plin mtended 10
rescard the creaucn of shareholder value and share price prowth, detaled
further under Equity incentrées below.
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DIRECTORS REMUNERATION REPORT

Importance of share ownership
Tha Compary recagnices the importance 2nd value of having executive

dwectars who are significant shareholders in the Company

To promale s goa

for e rest gererauon of &x@tuive diadlors,

in 2005, tha Compa

=
z

s adopied share ownership suidelres. Thesa guidebnes
ervoyrags =<ecutive directors to hold sharss costing 100% of salary
Base salary

Base salares are caviavead anaually and 2re sai by refts encs 10 the mamdual's

shill. axpenence and contrbution. For 2008, it was not feft appropnate

gren the prevaling economic cimale 19 increase the base salanes of the

Benetits

Life dnurance, poivate health cover, peafessional subscriptions. contrbution

1o horne 1elephone costy and the provision of two cars, ene of which 15 fulky

Pensions

Fhe ¢cecunve directors did not recena any penuon benefits durng the
year under revigw. Hislorically, they participated in the Pendragon Peruion
Flan. a defined benafs pension scheme prowding a pension of up 10 two
thadds of fimal salary on retirement. Cortain executive directors remain
enitlad to a deferred pension, calculated up 1o the date of leaving the Plan

Details of ther entitlements are set out on page 38

Annual bonus
The erecutive directors can earny up to 100% of salary in any one ysar on
2 shding scale with 50% beng awarded for achieving expected results and a

fisrther SO%, lor outstanding, performancs,

Al the start of 2007, the Commutiee concluded that the exerutive disectary’
annual bonus potential of 100% of salary would be pased on three separate
meatures of pedormance, The measures were as fllows: adjusted profit

pefore tax (weighied at 40%), gearing (weighlad at 309%) and a personal

£quity incerntives

The edraordinary market and economic zonditions n 2008 render the
performance condilions for ali LTIP awards made Lo date unattainzble.
Dietaits of aviards are sel out en page 35, "Whilst this does net necessarily
12ad 10 the conclusion that the LTIP structure has becoma inappropriate.
these circamstances have led the Commillee (0 reviewy the range of equity
incentives available to the Company for award to executive diractors and
below board executives. it has concluded that, subject to suitably stretching
performance measures, the Company should mairtain the e bility to
make incentive awards o esecutive dineClors under execulivg schemes
of the kind it has traditonafly operated, and under any newly introduced
scheme, 35 may be appropriate in the circumstances of a performance
vear Detals of the equity incentives. both axsting and proposed, and the

Continued

(2055 of salary for the chiel siecuive) within theee years of being

appsimitad to the Beard,

Crtals of the current cwedtory benchicial sversst in sharas i displayed n

the table on nasa X of the Repart of the Srecors.

mxacutive directors. e Camonties thertlore remamad satisfied with both

the salary level z2ng the caastng balance between lixed and vanable pay

expersed,

The a-ecutive dhrar

S OAUNUE 1D recaive A naymient in e of pension

contribution, which iz cicca 283 of salary for erecutve direclors  Tra

oayment = ot consalidatad ina the base salary for the purpose of future

annigl bonus payments or the CTR but will be monitored as 4 percentage

of base salary

objeciives for each eaecutive (aeighted at 3030, s2t by the chiel exetutve

or in the case of the chief enecutive, the charman. Bonus

highest availaple percanlage of salay are miads onfy upon achievement of

sutstanding perfurmanie, iBes 4re not pansionable The boras palicy

-

selin 2007 remaned n place for the 2008 bonus wwards. For the 2008

performance perad, the

cateutize concladed thai, given tha prevatling

ecenomic, dimate, no Bonuses would be awarded.

Company's approach (o thens wie, are et out below, Approval of Lthe
Replacerment Sxaculra Schemes and adopbon of the ExS5CR wall aliord
the Compary a rangs of equity-based mcentives from which to select the

approprata reward suucturs, Perdcranance conditions wall continue 0

pe set at the time of award and will ncorporate a mix of earnings per

share {"EPS") grosah and, wArera considered appropriate. total shareholder
returs (TSR, measures. [t s mtended that when awards, whatevar ther

combination, are rmade Lo execulive directors, the curmulative potentsl

reveard will reman proportionaie in the context of the total rmawneranon

of the indwidual director and the balance of s fixed and -arable pay.
and the vesting condmon: will ot disproportionaiely concentrate the

crystaficauon of reward ints any on2 year
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DIRECTORS REMUNERATION REPORT

Lang Term Incentive Plan (“LTIP")

Tha 2504 Penid

The | ev feiilures of

a LR arel
exeruine dirgctars may choose 10 ro-invest
thew annudl bonus n purcel

ng Perdragon

shares ar buy shares from their own personal
resources of an amount up to 100% of sdary

(raterrect 10 as”

eavestmient Shares™) which il

tren be mualched with an award over tharss
with the samie pre-Lic value as the mones

weed W Duy the dares;

EPS gronah per annum

+ Matching Share Awards are an award over
a fived pumber of shares that "rratches™ the
grose number Of Investrient Shares that the
directors have chosen 1o purchase using Ltheir

anrual bonus. Tre execiihve divector

s each

nvesied e wolal net bonus for 2005, 2005

Y
2

a
N

(007 1n Pendragon shares, at purchase
prices of £1.34, £1107 and £033 pence per

shara 1espacinely.

Contirued

~ Long Term incentive Plan ¢ LTIF"} aperated cuning 2009 a5 the sole discretionary long teem incentive plan (o executive dirgctort.

HMatching Share Aweards will vest on the thire
anrwearsary of thew grant date {a} presaded Lhe
axecutive is siill employed by Pencragan: (k) o
the aalent that a performance condiuon hay
been saushed, anvd (€} 1o the eent that the

riviestrent Shares puethezed by the erecutne

have Leen rerained for the thras yaars

lagy than RPE 4 4%,

RP+ 4%

RPE+ 105 or more

batwesn RPI + 4% and REL + 10%

il

(5

(oY)

0% and 100%

adjusied EPS has baen used Decause 15 a ey internal measurz of lang term company performance

addiionalty, under 1ne LTIP the erecutive may
be granled parformance share awards worth
up to 1O0% of base salary per annum:

+ the vesung of Ferformance Share Aviards will

arcur on the third annvarsary of the grant
date. prowded that the erecutive 15 still
amployed by the Company and the same
performance conditions 23 described above
have been satsfied and

Datails of awarels made to the incumbent executive direclors are sel cut on pags 35,

« The adusted EPS growth targets for 2009

are underpirnad Dy 2 requirement thal the
Compary's tolal shareholder returns {"T5R"}
£ O350 1ol

indes over the parformance paniod, with

outpedorme  the

TOR calculstions beirg; averaged over a three
monthly periad prisr o both the beginning

and end of e performance pen
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DIRECTORS REMUNERATION REPORT

Continued
Directors' LTIP Awards
Detalle of the condinonal awards made 1o the executive drectar under the LTI are s2t out below.
Interests  Awarded  Exercised Lapsed Total Dateof  Total of all
under LT on interests Award  Investment
a0 02 310308 undar LTIP Shares
at 314208 Purchased as
2 31I0H et
TG Finn
- 33nd28 - - 336222 310358 O 310342
| 419 440 1432440 3103488 nfa 30342
Maiching Shares 2007 175332 - - - 176272 150307 297001 150349
Performance Shares 2007 12580 - - $19.580 1S03.07 a i503.18
Matching Share: 2006 329000 - - 329400 520580 196,270 U 0505
Ferformance Shares 2006 359,020 - - - 399,020 (50508 na 090505
M S Casha
Maithirg Shares 200% {87,129 - 177,129 31.03 105,122
Fedarmance Shares 2008 - 755.689 - - 799,689 310308 i
I-latching Shares 2007 97901 97501 150387 153,787
Pesformance Shaves 2007 233100 - - 2331400 |503.07 nfa 150310
Matching Shares 2006 162,355 - 162,355 39055 6825 50509
Perforrance Shares 2006 199.255 - - - 199,355 050504 néa 9.0509
D R Forsyth
Matching Shares 2008 130991 - - 130591 310308 74,286 3032
Parfarmance Sharas 2008 559,782 - - 559782 310358 nia EIRSRN D
Mazching Shares 2007 62,530 - - - 63,530 150307 115063 1503.10
Pertormance Shares 2007 162170 - - - 153170 15.0387 néa 150310
Malching Shares 2006 127250 - B 127250 050508 75890 050509
Perfarmance Shares 2006 138620 - - - 139620 090500 na 05.05 5%
H C Sykes
Matching Shares 2008 - 93546 - - 293566 310308 53062 310342
Parformance Shares 2008 - 399844 - 199544 31.03.08 nia 310382
Matchinig Shares 2007 48,950 - - - 48550 150347 FRAT 150318
Performance Shares 2007 16,550 - - - 116550 15.0307 nia 1503 1)
Matching Shares 2006 8£.000 - - - 86000 090504 51.290 090509
Parformance Shares 2000 Q9725 - - - q99.725 060580 nia (0504

The detss of the perionmance targets applying to all matching share and perfcrmance shae awards under the LTI are set out on page 34,

Share options

Exacutive directors have histencally pardopsted in the Pendragon 1999
Approved Enecutive Share Option Scienme, which 15 an HM Revenue
and Customs approved scheme. and the Pendragor 1999 Unapproved
Evecutive Share Opticn Scherne (the "Execuive Schemes”), each of which
was approved at the Company’s 1999 Anpugl Gereral Meetngz. Options

become eaercinable Detween three and ten vears after grant subjecl o
Llfdment of the performance conditions winch requie the Company'c
adusted earnings por share over the thete consecutve financial years
pegnnng with the fingnaal year n which the opucn ¢ granted exceeding

by 3L Dest 3 percent pa annum compound the ncrease in the Retal

Price Index guer the same pericd. Mo vartation has Dosn made durng
the financial vear i the terms and condmons of the snare options or the
Executive Scharnas. Mo ywards were made 1o 2<ecutive diveciors under
the Executive Schemes during the year under review. The Commitles
considers the abdity to make awards under schemes of Lthis typa an
inpsrtant feaiure of the Company’s overall portfoho of avaitable ncentizes,
both at er eCulive director and below board level At its forthcoming annual
senzral meeting the Company 1 seesing sharsholders approval to renew
e Expiing Schernas on substantalhy the same terms but updated in e

with market pracrice. Further detalls are provided on page 35.
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DIRECTORS' REMUNERATION REPORT

Continued
Direclors' share options {audited information)
AL Wumberol  Number ol Pumbar of Al E-ercine Exaross
Q10108 opuens Sptons aptiong 3108 nisce period
lapsed  erercisad granted {pence)
curng year  dunng year  during vear

G 27358 - - - 27355 0.4 0107 16t 311210
1% Casha 3 - - - 27353 5301 D107 0w 300210
[ R Foretr - - - 11450 2450 0HO7101 301250
"l 88 - TTIEED 04 Cl07.2010 311D

I'rtal 51000 91040

MNore of the dineclors exercised share spuens dunng 2008 and nons were exercizsable.

There have been no changes n directors’ share optiong outstanding or exarcsad ance 31 December 2008

* Sharesavs options granted under the Pendragon 1998 Sharesave Scherne that have no performance canditions.

Praposed new share plan

Pendragon 2009 Executive Shared Ownership Plan {“Plan” or “ExSGP") It
15 propesed 16 Adopt a new sxacutiv share plan, in addivon 1o the reneval
of ihe Expiring Schernes, Thisis a seloctive share nzentive plan estling the

v

reapient of an award acquiring, jaintly vath an emplageas’ rrust, erdinary

snares in the Compasy and benelting fram growth in the marke: value of
the ontly-owned shares Vesting of the Plan shares may, and, in the case of
axecutne directors, will be.made subject to performance condions relating
1o a minururn e year penod, The E2SOP differs rom an executive share
ophior: in that, from the outset the participant holds & restricted nterest,

a3 ol owner in Plan b

25 A parlicipant pays @ nominal amount 1o
acquire such interest, rather than paving an cption exercse price at time of
acquisition of the opuon shares. The Company's approach i perforrnance
1argets is expected to be broadiy the same as for the Company's expinng
exacutive share oplion schemes, through the adoption of EPS growth, and,
where considersd appropnate, TS meaasures, These will be datarawned

and set when avards are made. A detalled desanpuon of the EX50F will

A 10 sharsholdars accom

be provided in the g wing the Matce of

Annual General Meating, but in suremay the ey features are;

wdnadual participants may boinvited 1@ acquice (for a nominal pasment),
aintly with an emiployes benefm grust, the beneficial mterest «n a nurrber

of shares under the terms of 2 "joint ownership agreement”,

parncipatng team memners benefit from any growth : the value of
Plan shares that erzeeds the markel value at the tme of asarg, less a
contnpution towands the cost of funding the inal acquisition of tha Plan

shares (“zamying cosl”’) deterrmned by

the Cempany. andd expected to
be the aquealent of ne micre than 5% pes annum sirple, accruing over

a lhree year period:

+ spoeai gerformance targets relaong to a minimum three year penod,
and other vesting condiions, wll be determined at the lime of any award.
relative 1o role and senionty of the intended redipient and will take into
account the cunmwtatees effect of poleniial rewards be may receie under
awards made 1o him under cther Company equity-related schenies in

respect of the same parformance period.

Proposed Replacement Share Plans: The Pendragon 2009 Approved
Executive Share Option Scheme and the Pendragon 2009 Unapproved
Executive Share Option Scheme {“Replacement Executive Schemes”)

Propased replacaments for the Pendra; 1998 Anprowad Exacubie

Share Cpton Scheme (the Company's exsting HM Pevenue and Customs
approved exeruiive share option scheme} and the Pendragon 1999
Unapprovad Esecutive Share Option Schema (tagether the “Expirng

Schemes™.

The Committee proposes that a new HM Revenue and Custens approved
exaculive share option scheme and an new wnaoproved exacutive share
option scheme (logether "Peplacament Execulive Schemes™), substantally
on the same termis a5 the Exoring Schemes. be adopred. A detaiind
dascripnon of the Replacement Eweclive Schemes will be provided in
the orclar o shareholders accompanying the Netice of Annual Ganeral
Meeting. However thew terms and feaiures are substantally similar o
these of the Expining Schernes, detals of whirh 2re set sut on page 34
Both executive direciars znd belows Board exerutives will be eliziple o

parucipate in the Replacement Execulive Schenies,

Atihouzh the Cornpany has no carent proposeh 1 male award: to

avecutive directors ether under the Ex5CP or the Replacement £

Sehemes, it is inlended thal going forward, awards under any or all of
them may be made to executive directars as well as 1o below Board

level erecutives. Where awards are proposed to be made 1o exstulive

directors, under aither tha £ <SOP ar Replacemant Execy chemes, ke

Cempany intends to consult, shareholders as o the appropriateress of the
perforimance conditicns to be adopted.

The ncumbent directors’ benefical interests in shares are displaved in the wable on page 23 of the Feport of the Directors,

36
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DIRECTORS REMUNERATION REPORT

Share price information and performance (~c! subject (o audi)
Th::

s dwecton s are ehioinle ouiside of thove detaded abire2. The rrugdiz

e 32 g other share 2pues o long e incentve schemes for which

Direclors' servite contracis

Al fowe of 1he 2 ceaitve direciors hiave ardis contracis that commeancad

o 200 December 1999 and do not !

&
x
{1

an espiry dale bul can be

terrnatad on grang one wsars nobice, The apportment o the Board of

any further anecutive drectsrs would be expecied W be on sinular ternms

Corny.

o al offiee 1 Cetaled

"

Non-executive directars

fach non-eccoutng Jirector has 4 fixed two vear comtract renewable
upon ey &t the Company’s disarstion When making a deassn on

reapponinient the Board raviews the non-exacuing dirsstiors allendance

Mamne

Contirved

market price of Pendragon PLC ordeary snares at 31 December 2008 was

| 65 perg=

w3 the pangs dureg the year was L4 pence 10 -LLTS penre

Each of the execuln2 dieciors comrant incledes protecuon for the

director in the e

Thess are naoee |

Tre Company tomtin.gs 1o beleve (hat t

Copes of the ndmdual contract: of appoiniment arg avalable for inzpection

by <hareholdar s at the AGM

and perfarmiance at meetlngs and the compesition and shills of the Boand
S Al

Aole. Individual details of contraqs are;

TOCNE DT

oy Jnespuend
Term {months)

nation atsing, om a change of conunl
s detated in Lhe Report of Direclors on page 20,

EIOMISICNS Are ABRIOP A,

S Nigel i3
) H Haly

T avies

O AL Jere
M| Le May

it 120G {0
311209 g
31200 Ll
3h1e0e 5
01008 JRI209 g

Carsistenit with the policy for executive directors, the contracts inclode a
pravision that the non-a<ecutive dirsctor will be entiled to & year’s 1otal

fecs and nenefits f the contract i teoranated by aither party following a

Fees fram external directorship

None of tha aqective direciors holds non-e<ecutive directorships at
other companies other than voluntary or hororary (hat n.unpaid) offices.
Accordingt; no formal policy has been adopted to deal with whethsr or

change of contred Copies of the individual conbracts of appamtment &

3

avilabile for inspacton by shareholders at the AGM,

not the 2<ecutiee direcior would b2 enuthad 10 retain the faes from any

such position
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DIRECTORS' REMUNERATION REPORT

Directors’' emoluments for the year to 31 December 2008 (audied inforrmation)

SalaryiFees  Committes Sanuy Benefitaz Salary Total
Chair Feas supplameant ernokuments Smolul
n lies of 2008

Pension
Canl bution
£000 £000 108 4 £O00 £000 X0 000

Eracutece Jisectors

e i . 5) 171 26 710
M5 Lo 253 . . 2 o7 29 05
O R Foreh 156 . - 7 47 253 293
HL e 129 - . 16 13 178 207
MNom-eracutese Jdiractors

S Flgpet Ruced 160 - - - R a6 )

| H il 35 [0 - - 45 15

MT Draves 35 e - - - 40 A0
DALy 35 - . - . 35 35
ML May 35 - - - - 3% 35

Total 1,331 15 - HI7 58 17310 195G

§ Benelits nclude e a:suvance. private health cover, professional subsenptions, contribution to home teleshone costs and the proviion o two cars, one
of which s fully expenced.
ey relabon to chairmanship of Audit Committes (£7.500) ard senior nor-#,ecutive director (L2500},

* i ralauen Lo chairmanship of the Remuneration Cammitlas,

Fersion contributions pad in 2008 ware £0 (2007 £0). Each exacutiva director withdrew freny the Pendragon Pension Flan during 2006

Directors’ pension entitlements (rudiL2d informition)

Pensions  The assets of the Fendragan Pension Plan, established for the

benefit of the Group's efigible employees. are held by trustees separatciy

from those of the Group. The Plan operaies through a trustee company of the Plan, Mr Casha and Miss Svke: ramam entitled 10 a deferved persion,

which Mrw W Rhodes. a lormier ron-2 «ecutre diractor of the Campany. s calculated up to the date of leaving the Plan The non-eseculive direcion
the charman. The managerment of the Plans assats is defegated o spacialin. ere nol gligble 1o partpate m the Pendragon Pension Plan

£000 TGFinn MS Casha DR Forth HO Sykes
Totat annual accrued pension entterrant gl 311257 (pa) 352 134 o2 RE
Totat annuel aconued pension entitiercant at 31.12.08(pa) - 141 * 14
Increase i accrued penson dunng the vear ecluding inflaton {p.a} iy g O it
Incraase in accrued pension duning the year including inflaton ip.a) a S Q 2
Transfer value of inzrease excluding inflation a a J v
Trancter value of accrued beneitt at 311207 7130 2059 A% 338
Transfer value of accrued benefn at 31,1208 - 1920 - 30
Increase in wransfer value over the year néa {11 n/a {36

The pens:on benzfits shoven are those which weould be paid annually on

The trarsfar values have been calculaled an the base of actuanal advics in

retraiment. based on service up untll the date the direcior withdrewe from  accordance with actuarial advice and eacluce diractors coninbutions. All

the Plgr. The benefts allow for any retamed benefis which the dirsctors the above pension bensfits exclude any 3ddinonal pension purchased by

153y Rave relating 16 previous employmaent. addiional voluntary contrbutions.
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Total shareholder return (not subjecl Lo audii;
The

s aph below

ws the growth in ol shareholder return on the pariod in the market pnce of the shares, assunung that any dradends pad are
Hnpanys shares i companson e the FISE 330 inde« (2<diuding

resnvested, The relevant ganod is the fve years ending 31 Decerber 2008,

wwesteent comparees, For the purpases of the graoh. ol shareholder A more detaled desaiption of thae total sharehelder mtorn calautation i

set out i the Notes,

HRISES

20 =
1) =

81 -

o~
)
I

[ ]
=3
|

2005 2006 2007 2008 ]
© 7 Pendragon PLC FTSE3ZS0 indax Srwnrel

wrenn Ttalastrean

. This reporl s required, pursuant 1o the Pegulations, to contan this graph as a visual interpretation of the share price performance agamst a corparator
stock market index.

2

. Total Sharcholger Feturn (TSR 15 calcudated over the period of frao years ended on 31 Decomber 2008 and refiects the theorencal grovesh in the

value of a sharebolding over that pesod, assuming dvidends are rainvested in shares in the Company, The prica at wAuch ne dividends ara renvvestad
i assumed to be the amount agueal 1o the clasing price of the shares on the es-dividend date ol

r

the gross ameunt of annual deaderd. The cakulation
ignores tax and reinvesiment charges. For each company in the indes tre TSR daintics are normalised (o0 4 ¢common start pont. i

1 gives Lhe

equivalant 1o imvesting the sanie amcunt of rronay in each company at that time. The percantage growth inTSR is measured over the cheser pened. To

obtam the TSR growth of the relevant index over the chosen period. the weghiad average TSR growth for all the companies 1 the indes s ¢ ted.
ting 15 by refarence 1o tha marker rapialisation

of each company in the index in proportion e the tolal market capitalization of all the companies in the incer at the end of Lhe ¢h

In this case, it s the FTSE350 Index {2«cluding investment companies) as 2«planed n Mote 3 The «

211 MMEeZIUrement

Lad

. The FT5E 357 Index nas been selected as n reprosents the eguily market in which the Cornpany was a constiuent member for the maorty of the (e
vear percd

Whilsk reporting on remuneration issyes.t am pleased 10 advise that below

threughaut the Company, In addition as at 31 Decavber 2008, 15.72%
Board fe

Z1% of the Company's costs of employing its team members  of 1

= Company's team members wers participants in one or more of 1

refatesd 1o 1wam incentives, reflecting the performance culure that crists share bzsed mcentve plans.

Mike Davies
Chairman of the Remuneration Committee
30 April 2009

39
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STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT
OF THE ANNUAL REPORT AND THE FINANCIAL STATEMENTS

The direcis

T are respanside for preparing the Annual Repart and the

group and parent corppany financal statements in accaerdance with

appheadie b and tegulation

arpany law re

res the Jiractons 1o prepare group and paranl company
fmanzial staterments for cach finanaal yean Under that law «f

oy ara required
1o prepare the group financal statements in accordance with 15FRSs a3
adupied byahe BU and applicable Jaw and have elected o prepare the parant

carnpany finanaal statoments in

ordance with UK Accaunting Standarcs

Atie laee (U Gereratly Accepted Accounting Practice).

Ihe group §

ancal statements are required oy law and IFRZ; as adopted

by the U (o presem farly the Ninancial position and the performance of

the Growp. The Compamias Act 1983 provides » relation to

such firancial

statements that references m the relevart part of that At o Ninanoal

statements Sving a troe and B value are raferercas 1o thar achiewng a

fair pregenlauon,
The parent company financial statements are required by law 1o gve a true

arwd fan view of the stale ol affairs of the parent company,

parmg sach of the group and parent carapany financiel statements

e O ealors are required

+ sclea suntacle accounting polices and thea apply thent consisiorily:

rmake Judgemeants and estimates that are reasonable and prudent;

firang:al

Eraun statements,

state whether they have broen
preparad 0 eccordance wath IFRS: as adopted by the ELL

+ for he paremi Lomipany finanaal stasoments, state whether applicable

Accourtng Swnderds nave been followed. subject 1o any maienal
departures disdosee and explancd in the parest company financial

statemants, aivd

+ prepare the financal statements on the somg concern basis unless £1s
wappropriale Lo presume that the group and the parent carmpany will
CONUNLE N Dusness

The directors ars ) nsible for keeping proper accounting records thal

able acturaty

disclose wath re ary tme the finangial posmion of the

narent (ompany and 2rable thern to ensure that e linzecal
285,

sly open Lo them o saleg)

SEleMEnLE

comply with the Companies A They have a general responamility

for Laking such st2ps & reAIon

adard the assels

of the Group and 10 prevant and detecl frad

| other rrepulacities.

Undar 2pph lae and regulations, the directors are also responsble

e

for pregarng a i Peport, Dirscters’ Rewuneration Peport and

Corpe: ate Governanca Statzment that camply wath that faw and those

regulations.

The diectars are e

the mainiznance and integily of the
corporate and lnancal informanon included on the Company’s website.

Legislation i the UE zoverning the preparabion and dissenination of

financal staternents rmay differ from legizlanuen in other jursdicuons,
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PENDRAGON PLC

vve nave audted the group and parent company financal statements (the

“finangaal statemients™) of Pendragon FLO for the year ended 31 Decernber

-

008 whuch comprine Cansohdated income Statement, the Consclidated

d Parent Company Balance Sheets.the Comsolidutzd Cash Flow Staterrant.

the Comaidaiad Statement of Recognised Incuma and Experse and the
relsted notes. These financial staternems haws bean prepared under the

aceouning polices st aut tharein, YWe bave ko audiad the mlorrrancn

[In}

L is descnbed as hd

e Duectors Remuneraton Report ny beer

auchted.

This report g made solely 1o the Corppany’s resmbers, a5 o body n
accordance wath sectian 215 of the Companes Act 1985, Cur audit veork

his bren underial en se that we might state to the Company’s members

5w are recured 10 Hatz 12 them i an audiiors report and

for ne other purpose. T the fullest erlent permitted by law, we do not

Campany's membars as a pody, for cur audit work, for the report, or for

e opnions we have formed,
Respective responsibilities of directors and auditers

Thie

e group financial watements in aceordance with apphicable law and

direciors” respomsibilities for preparing the Anngal Repeet angd

Inzgnational Financial Reporting Standards (FRSs) as adopisd by the
EUL and tor prepaning the parent company finanoial stazcments and the
Dwectors’ Remuneration Report in accordance with applicable law and
UK Accourting Standards (UK Generally Accepted Accounting Practicei
are sel oul in the Statoment of Dhrectors’ Responsibifues on page 40,
Cur responsibility 15 0 audit the financial staiements and the part of the
Directors’ Remunseration Report to be audited in accordance with ralevant
gl and rezulatory requirarnents and Internastional Standards on Audi
(LK and lreland).

WAE report 1o yau our opinion as ta whather the financial statemends gve
1 wue and far wew and whether the finanoal statements and the part of
the Directors’ Remuna ation Peport to be audined have been propery
prepared in accordance with the Cornpanies Act 1985 and, a3 repards the
graup fnancial siatements. Articie 4 of the 1A% Regulation, We also report

te

o you whether in our opinion the information given in the Direclors’

Feport s convstent with the financal dtatements. The inforrration given
i the Directors’ Reportinchedes that specic ivfarmation presented in the
Operatwanal and Bus

ess Peview that iz cross referred from the Busimass
Rewnew secuon of the Diecters Report,

In addition we report 1o you il in our opimon. the Company has not kept
e atcounting recands, Fwe bave not received all the information and
coplananonsy we require 3 our audit, or o information specdied by law

reparding dirsctors remuneration and other transacuons is not disclosed.

e reviewy whether the Carparate Governance Statement refllects the

Lonpa

comphiancz with the rase provivons of the 2006 Combined
Cace seeofied for our reviewe Oy the Lsting Fuies of the Finanaal Serviees

Authoriy and we report if it does nol W are not requirad 1o consider

whether the boards statements on itemal control cover all risks and
contrals. or forrn an opirion on the effectiveness of the Group's corporate

ovRrnance procedaras or its nsk and control proceduras

We read the sther nformation comamed i the Arnual Report and

congder whether 1w consistent wizh the audited financal watornents.
We considar the implications (o our report if we become aware of any
apparent rmisstaternents or material nconsstenans with e financal

siatements. Ow raspenabilives do not 2asng 1 any other infermaticn.

Basis of audi{ opinion

WWa ronducled cur augit in accordance with Intemationat Standards on

Audiing (UK and Treland) ssued by the Auditing Fracices Board. An audit

mcludes exarmmation, on a Lest basis, of evidence relevant w the amounts

and disclosures 1 the finandial statereris and the part of the Directary

sament of

aT

Permuneration Report o be auditad. it alse includae an 2
the sgniicant estmates and judgment: made Yy the directors n the
preparation of the financial statements, and of whether the 2ccounting

policies arg apprepriate 1o the Groups and Cownpany’s creumsian

consistently applied and adeguately disclosed.

We plannad and performed our audiy 5 as 1o obtain all the informauan and

asplanaucrs which we considered necessary wi order w provde us wath
sutficient ewidence 1o give reasonable assurance that the fnanaial statements
and the part of the Directors' Renwneration Reporl 1o be audited are free

fron material misstalerranl whi

e Cal

ed by frauc or other regularity
arerror In forming our opinion wa also evaluated the overall adequacy of
the presentancn of infarmaucn v the inanai statements and the pari of
the Directzors’ Renwnerabon Report (o be audiled.
Opinion

Iy o Spsnion:

+ the group finangial statements give a trug and fair vicws, in accordance with
IFRSs as adopled by the EU. of the stats of the group's affars a5 at 31

Dacerchar 2008 and of ite loss for the year then ended;

.

the greup hrancial statements have been property prepared in accordance

with the Companies Act | 985 and Arucle 4 of the 1A% Regulation;

.

the parent company fmancial statements give @ trut and far v
accordance vwih UK Generaliy Accepted Accounung Practice, of the state
of the parent company’s affars as at 31 Decernber 2008,

» the parent company financial statements and the part of the Directory
Remureration Report 10 be audited have been properhy prepared in
atcordance with the Compames Act 1985 and

the informanon even i the Directors’ Feport « conastent with the

financial staternents,

KPMG Audit Ptc
Chartersd Accountants, 2 Cornwall Street, Birninghamn, B3 2DL

s, bolid Pl
-

Pegistersd Auditor
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CONSOLIDATED INCOME STATEMENT

Year Ended 31 December 2008

Befora Relora
non- i-lon- ne- Mon-
rECLITING recuiTing 2008 recuming PRCUITING 2007
fm im £m £m im m

Revenue 40255 1309 4,162.4 50241 38 £ G2
1Z09) o zales {34958; 1234y (3619.2) {43549 {310y (AETY
Gross profit 5297 EM 543.2 0696 31 AT
Operating expanses {503 {1703 {674.1) (548.3; (7Y {5854
Operating (loss) / profit before other income 58 {1567} {130.9) i0r3 {1413} 873
Uthen mromee - (asses) £ gaing onthe wale of Dusnesses
and properly (5.0 (5.2) - 185 185
Cperating {loss) / profit 3Le {1619 (136.1) 1013 B HAR
Frrance enpense (83 {112} (94.2) 235 - {815
Firance incorns PER ®3 3.7 234 . 234
Pet Ninance costs 157.6) (2.5} {60.5) {504 - (e0.0)
Share of {luss) £ eeofit before tax froum joint venture 2.2 {h.2) 4.0 12 - L2
Share af ncome tax expense fom jont venture - 04) - (h
Share of post tax prafit from jaint werture 22 {6l 4.0} a8 . 05
{Loss) / profit before taxation {298} (171.0 {200.6) 420 45 165
Income tax credit / (2vpense) 104 0. 40.5 2.2) 59 33
{Loss) / profit from continuing operations 119.2) {1409 (160.1) 328 104 432
Diséonﬁnued operation
Loss from diszontmued operation {nat of income tax) - (313

{Loss) / prafit for the year

{160.1) A1)

Eamings per share
Basic

Diluted

Eamings per share continuing operations
Basic
Dilited

(25.2)p 655
5.2p G4

(25.2)p iE)
25.2)p &7n

The aates on dages 3 ta 71 farr part of ere Taacal sadesrens
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CONSOLIDATED BALANCE SHEET

at 31 December 2008

restatent ©

2008 27
fm om

Non-current assets
& v plant and equinnient 336.3 385.1
Goroatwol 3722 4472
Gther intangible assers 2.4 2
Dremvatwvs Ginancial msteuments 38.5 -
Osterred tax atoly 5.1 -
Imeslesient s jsint venturs - 10
Total non-current assets 774.5 Blgt
Current assets
frvenlones 655.8 7865
Trade and gther recervables 133.6 258
Cash and cash eguvalents 154.6 5345
Mon-curient assets dassified as held o sale 373 597
Total current assets 9813 LGS
Total assets 1,755.8 RAKH
Current liabilities
Interest bearing Joans and borrawings (82.2) (818}
Trade and other payables (822.5) {10812
Deferred income - {0
Current tax payable {19.8) {133}
Provisions {33.4) 5
Total current liabilities (1,057.9) (11809
Nen-current liabilities
Interest bearing loans and borrovanas {468.2) (297.2)
Derwative finzncal instruments - 5.6}
Deferred incomea {19.7) (3023
Oeferred tax habililies {29.1} H0)
Renrmment benefit obligations (65.4) (588
Provigions (6.6} 9.2

Total non-current liahilities {589.0} {4350
Total liabifities {1,646.9) {l.0155)
Net assets 108.9 3072

Capital and reserves

Called up sham capital 328 3ZE

Share prarmium accouns 56.8 568

Zapital redemption reserve 25 25

COther reserves 126 124

Trarslation reserve 1.7) [k
fetained garnings 5.9 2009

Total equity atiributable to equity shareholders of the Company 1089 3072

Approved by the Board of directans on 30 Apnl 2009 and sizned on s benalf by .

TG Finn

Chiel Exacutre

- o

s

FESR A AR A (3723 T, A
Tre scles 57 pagss 1€ 40 P part ol

- frgnoal vatementy




CONSOLIDATED CASH FLOW STATEMENT

Year Ended 31 December 2008

(223
e
[ 4 s
P
a o
= O
s 2
e
[
]
e e
a C
a

2008 07
Plates Em £m

Cash fiows from operating activities

{iasn) £ pre (160.1) A
Adpustment for ioss £ ancome) from joint venture 440 1073
Adusknent for laxauon (40.5) 33
ASUsient for net irancing expense 60.5 508
{136.1) 1045
Daprecntgn and amestisation 56.3 553
Shaee bhased panments 0.2 -
Lossf{prafit) on cale of busnesses and property 5.2 {120
lreparmznt of property, plant énd equipment 15.2
Impairment of asets held for sale 11.8 -
Goedwill imparment 58.1 6.8
Changes In inveniories 770 261
Changas in trade and other receivatibes 68.1 550
Changes n trade and other payables {110.6) (H9.6)
Cranges i rewrement benefit ebhgations 19.0) {188
Changes in provisions 273 o8
Cash generatad from operatiors 53.8 &0
Taxzhion refunds receved / faxation pand) 15.0 {48)
Imerast recemed 110 1.3
Irierest prd {75.1) (64.5)
Net cash from operating activities 4.5 G0
Cash fiows from investing activities
23 Busmess acquisiions, net of cash acquired - (1463
21 Proceeds from sale of businesses .7 204
13 Purchase of ivesiment in joint venture - 0]
Furchase of property, plant, equipment and ntzngible assets (150.1) (1638)
Procesds from sale of proparty plant and ecuipmen: 130.6 1344
Payments for wreestments - 12
Paceipts from sates of investments 0.1 10
Net cash used In investing activilies .7 ac3
Cash flows from financing activities
Fayrent of capral eloment of finance lcase rentals 4.1) 15.4)
Repayment of smecured bank loans {44.0} {200)
Repaymnient of loar nates . [ H
Proceeds from issue of unsecurad leans 169.4 250
22 Dradends paid to sharehekders {15.9) {254
Net cash inflow / {(outflow) from financing activities 1054 {33m
Effecis «f exchange rate changes on cash held 38 {¥9a)
Net nernase i ¢ash and cash equivalents 102.0 329
Carh and cash equivalents 1 ) Janeary 52.6 157
35 Cashdng rash aquivalents at 31 Dacamrber 154.6 526

Tre noter ar ouges 4o 1o 4 e pw L of rove frgnal natere e
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CONSOLIDATED STATEMENT OF RECOGNISED

|NCOME AND EXPENSE Year Ended 31 December 2008

resatad ¥

2008 2007

£m £

Forerr ercrunge ramslation differences {1.3) )
[rehned benefn plan actuanal gaing and losses mM.n QB3

Adasinent i respect of punimurn funding regquiement on defined beneln plans 42.1 (325)
[3< oroncosne amd 2-pema recognised directly n 2quiy a3 04

Ingocme and expense iecognized directly i aguity (22.6} 2%
leasd / proht fon the yoar {160.1} 401
Total recognised income ang expense for the period attributable to equity holders of the Company (182.7) 372

wee e L peeouanng pohicy - rete ad
Tre role’ or pges 4 10 S4B o of these Trangd materrent
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NOTES TO THE FINANCIAL STATEMENTS

Accounting policies

Ferd

LOMEri

nPlisa

ompaniy damicled i the: United Kingdom, The consohdated finanaal statarments of the Group o the year ended 31 Decenbe

the Company ana ite wosidiares and the Group's niarest in jointly controlied entites.

(a) Statement of compliance The Group financial statements have been prepared and appraved by the dneors @ ateerdancs with International Finangial
Feporung Standards as adopted oy the L {"adepted IFR5%}

N GAAF these are preserted on pages 35w {02

The Campany has clected o prepare ds parent company Minencal staternents in accordance wath U

(b) Basis of preparatioﬂ The finan
under the Ristennia

al statements are prosented i millicns of UK pounds. rounded 1o the nearest £0millan, They have been preparad

SMLention e« opt far cortain fnancal mstruments which are staicd at tharr fa salue. |6 2ddiuen non-current asseis held %o 2

ava siated at the low ch*.nr‘.; arneunt and e value less costs 1o sell.

The financal siatemerts have been prepared on & gong concern base, In determining the approprate basis of preparation of the financal statements. the

are requiced L consider whether the Group can continug in operationd eristence for Lhe foreseeable future,

ot

15 set oulin the Operational and Busines: Feview an pages 210 15

crmation i relaton 1o the Group's business aclnities, together with the factors likely 1o affect 45 future developrasat perforrrance and posilion

A described i the drectors’ repart on page 17 the current econamic enviranment s challenging ana the Group has reporied an operating 16ss for the

year: The directors consider that the outlosk presents significant challengss in tenms of sales volume and pricing 25 well as input costs and the directon
have instiuled sigruficant measures 1 reduce operaung costs and preserve cash.

The financal posion of the Group. sts cashiiows, kqudity pesition and borrowing facktes are descnbed in the Operational and Butiness Reviews, Inac
Mote 181 the Minand

staternents includes the Groun's sbyectives, policies and processes for managing its Zapital s financaal sk managernent obyectves,
detals of s financial imstruments and hadging actraties and s exposures 1c credt, rearket and liquidiey nsk, Further detady of the Groug™ cash balance:
and Dorrowangs art ncluded in Notos 1718 and 25 of the financial statements,

quirements

On 30 Apcl 2000, the Group conduded faclity negotiations with its lenders. as et out below. The directors have anessed the future funding res

of Lhe Greup and the Compary and compared thern to the level of commitled available borrawing facdities. The assessment included a detailed o
of financial forecasts. financial instrurents and hedging arrangemients for the 1+ months from the balance sheet date and a revicw of group cash Nlow
projacticns 1o December 2012 Fecognismg thal a number of industries and esperially the automative secior continue o be affected by a sharp dedline
n gemand, the directors considared a range of patenbal scenarios wathin the by ms

ats the Group serves and how thase night impact on the Grouns

cash flow. faclity headroem and banhing covenznt., The directors also conudered what mitizating actorns the Group <ould take 1o Fmt any adverse
consequencas. The Group's forecasts and projactions. taking account of reasonably possible scerands, show that the Group should be able 10 operale
wathie the devel of it

srrovens facitives for the foreseable future

Having

drdertaken this work, the deectors ara of the apinion that the Company and the Grouy have adeguate resources 1o con

ue N GPeA

eritence for the reieeable future, Acgordingly they continue Lo adept the going concern basis in preparing the anrwal report and atcounts.

The preparabion of fmancial staterents in conformity with adopled iFRSs requires the wse of esumates and assumnptons that aflect the reported amounts of
ansets and labilitics &

the date of the inanaial stazements and the reported amounts of revenues and axpenses during the reporting yean Akhough these

ssimates are based o0 management’s bast bnowlecge of the amount. events or actions, actual results ultimatel may differ from those esumates

The estrmaltes and underlying

ions are reviewed on an ongoing basis. Revisions to accounting estimates are recopnised in the pencd i which the

an affacis arly that paned, orin the peried of the revwision and future periads if the revision affects both cunent and fiture

ing oolizies that have sigmificans offect on the finanaal statemonts and estmates with 2

Judgem

sl cars aisk of mazenal adstment n e nz ar ar2 droussed in note 32,

1s nade by the dreciors n e apoication of 3
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1. cont

NOTES TO THE FINANCIAL STATEMENTS

Comtinued

Accounting policies {continued)

(c) Basis of consolidation The cansolkiated financal staterrants include the financal statements of Pendragon PLZ. all s subuidiary undertaiongs and the
Graups share of 15 ont venture under the equity accounting method, Conaistent accounting policies have been applied in the preparation of all such
frannal staterments ncduding those of tre joart venture.

i Subsidienss

Subschancy are entities controlled by the Groug, Control c.asts when the Groug has the power directly or indirecths to gavern the financial and operaung

pobaies of an enity 45 as o obian benefits from ts actmties. In assessing contrel, sotenual voung nghts that presently are exerasable o comvertible 20¢
taven wmo aceTu, The firanca statemernts of supscanes are included n the consghdated finanaial statemants fram the date that coniral ommences

untl the date that conuol cease

1

(i) Joint vermures

Jant veniures are those entitizs over whose activiies the Grour has joint control. 2stablished by cont

ctual agreement and requising UNaNIFOLS Consent,

for srratewc, finzncal and eperaing deasns, The consclidaiad financial statements include the Group's propartionate snare of the enbities’ net astets and

profis after ta., on an eauty accounted basis. from the date paint contrel commencas until the date that ont conitrol ceases.

(i} Transactions elirmnatad on consohdation
intragroup balanzes and any cnrealeed gane or losses or income and expenses areng from ntragroup ansacions, ara ehminated in preparing the
consolidated

ancal staternents. Unrealsed gans and 15sses anving from transaciions wath jairt ventures are elimnated agamst the wwestment o the

aqent of the Group's nterest in the entiy.

(d) Accounting for business combinations and disposals Thz resulis of companies and businesses acqured or dispased of during ihe year are ncluded

from the effective date of acquisiticn or up Lo e elfertive date of disponal using the acquisiton method of accounting. The purchase consideration 15

allocated @ assets and labilivas on the basis af fair value at the date of acquisition.

(e) Revenue Revenue from the sals of goods i recogmed i the incame staternent, ney of discounts, when the significant rsks and rewards of swnershp
have been wansferred 10 the buyer In general this aoows when vehicles or parts have been supphed or when service has bean complated. Raverwe from
services rendered 5 recognised in the come stalement in proportion to the slage of completion of the transaclion at the reporting dale. The stage of
campletion is assassed by referance to time expended on services that are chargad on labour rate bass,

where vehicles are supphad to 4 leasing company for contract hire purposes and the Group undertakes 1o repurchase the vehicle at a predetarnined daie
and value the wenificant nsks and rewards, of swnarship are deemed not o have translerred outside the Group and conseguantly no 1ale s recognned. Ay
a resubt the accounung for the arrangement reflects the Sroup's retention of the asset to generate future rentals and, in accordance with 145 17'Leases’. the
Group is baing consicerad 1o be an operzting lessor for all anangements in place. The initial amounts recerved in considesation lroim the leasing compiny

are held as deferred incoma aliccated batween tha present value of the repurchase commitment and  residual amount of deferrad revenus, to

v arnounts
being beld within trade and other payables, A finance charge 1s accrued against the present value of the repurchase commitment and recarded as a
finance expense i the incorme statement. The remaining deferred revenue, which offectively rapresents rendals recerved in advance, s taken to the ncome
stalement on 3 straight line basie over the related lease term. N additional diclosures are made under A5 17 as thera are no fiture rentals 1 ecervable
These vehicles are held as plant and equipment at their cost Lo the Group and are depreciated o their residual values over the terrns of the leases. Pe
Al COMPsCs commissions receivatie for amanging vehicle firance.

Profit :n respect of wanranty policies adminsstered by the Group 1s recognised ooty on cropiry of a policy as orion e ths the dwestorns Considor it aporapy

1o defar mcome agunst the future warranty service costs of those policies

{f) Non-recurring itemns [ lon-recurning items are these nerms that are unusual necause of ther $7e, nature or ncidence. The Groups rmanagemant consider

that these ilems should be disclosed separataly 1o enable a full understanding of the Group's rasults.
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1, cont

NOTES TO THE FINANCIAL STATEMENTS

Continued

Accounting policies {continued)

(g} Intangible assets and goodwill

fiy Al business combinations are accounted for by applving the purchase methog, Goodwill represents the exczss of the cost of acguision ove

the net fan
alue of e denufiztle assets. kablmes and conungent hashues of the zcquired wbsdiary undertzang: at the effecine daze of acqusiuen and s included

i Use balanee sheet under the heading of ntangble assets. The gondyil is aliocaied 1o cath generaung

1L and A pnparment tast is performed annually.

will 15 then hell i the b

ce sheat b cosl lesy any accumulated imparment losses

AL Slaizn.ent

Adjustaients ars

ed 10 bring the accountng pobicies of the acquied businesses nio alignnient wait

these of the Group, The costs assoaatsd with
|&;:rjzl\.n|','ir;:‘1 or rachuclunng ae

marped to the post acgquistion inconw siatament For thosa atqusiuons made prior 1o ! January 2004, goodwedl is
recarded on the bass of 1ts desmed cost which reprasented it carrying waluz as at | January 2004 under UK GAAR . Fam value agustments are made n
respect of acqu

mons. I at the balance shaet date the fair value of the acquiree’s identifiatle assets labilizes and contngent kabilites gan only be establishea
provsicially ther these valugs are wsed. Any adjustments to these values made within 12 monins Gf the acgusition dab2 are laken as adusiments (o

acodwill

() Irternally cenerated intangiile assets relate 10 development activities that involve the davelopmant of dealer managament seftware by the Group’s

L
Finewood divi

i Devalopment expenditurs s capitalised onty il developmenl costs tan be measurad reliably the oroduct o tachnically and cormmercially
feasble. future economuc benefits are probable and he Group ntends 1o 2nd has sufficicnt resouress 1o complete development and to wse or sell the assel,
The expenditure capitalised includes the costs of labowur and overhead costs that are direclly atinbuiable 1o praparing the 2sset (oo g intended use.

Capitalised deve

cpment expendiure is measured 21 cost less accumnuatad amortication and acoumalated imsairment losses,
P P i

(i) Intangible assats other han goodwill are stated at cost less acoumudated amo:

saten and any wmpanment logses This categary of asset inchades
purchazed computer soltwara and int=rmally gereraled intargible assels whch are amar

sed by equal rstal
benefit of forward sales orders assumed on acquisidon, which 15 amortised Dy reference 1o when those orders are defivered,

5 ot our years and the fair valee of the

(iv) Subscquent expendturc on capitalised umtangible a,scis 15 capitalised only when it increasas the future coanomic benetits cmbodied o the spearfic asset
tor which ot relales. All other exgendilure 5 expensed ag incurred.

intangble atsets ariyng on an acquistion are recoynness separataly from goodwill if the fair value of the asset can be wientified separately and measured
refiatly. Armortsauon s calculated on & straight line basic over the estimated useful Ble of the mtingible assel Areorusation methods and useful hoas are
teviewad annualty and adjusied il appropriate.

{h} Praperty, plant and equipment Fraehold land 1s not depreciated. Depreciation 1s orovided 1o wite off the cost less the esumated residual wabue of other

< 251 G

agsets by equal instalments over their

<tatad o

timatad usefil economic lives. On Lransition to FRS as at | |4

04 all bkl and buidings wwere v
faie value as germitted by IFRS | which is then treated a5 the deemed cost. All othar assets are mitiathe measured and recordad at cost,

Dlepradiaton rates ave as follows:

Freehald buildings - 2% per annum

Leasehold pioperty immprovenents - 2% per annum or over the penad of the lease i less than 50 years
Fitures, fitings and office equpment — 1§ = 20% per annum

Flant and machmery 10 33% per annum

Motor veticlas ~ 20 - 25% per arnum

Moter vehicles held for contract hire depreciated o thew residual value cver the panad »f their lsase.

Thr: residual value of all aseets, depre:

ion methads and useful economic lres, f ugrlicant, are reatseseed aravally.

49
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1. cont

NOTES TO THE FINANCIAL STATEMENTS

Continued

Accounting policies {continued)

Tha Gronp racogres n the carvving amount of an am of proparty. plant and equipment the rost of replaang part of sueh an nem when that o5 s

incurend if s passide that the future ecencerss benefits embodied with the tem will flov 1o the Graup and the 205t of the tem can be maasured relabh:

All other coste wie recognised in the incamea stalement gs an expanse as incurred.

Gans ans losses on disposal of an ke of property. plant and equigment are determinad by comoansg the progeeds from disposal with the Gerang

k)

cunt 2f propar by plant and equipment and are recagnised net within 'other incoma’in the income statement.

{l} Non-current assets held for sale iNcrecunent assets that are expacted to be recover:d

dlasuiiad 4 nid for sale.

)
%,

prreatidy thro

hozale rather than through conlinang wse are

mediately before dasalication as held for sale. the assets are femeasurss In A

rdance with the Group's accounting pokaes.,

Tharealtar e assels are measured at the lower of thel camying amount and fair value fess o

s 1 sl IFMearment logses on remed

230 Ars

FECOETISTL i

he incame statement. Gains are not recognised it excass of any cumulzine mparment s Non-current assets claysifiec as hiclo for sale

g avaiable i rmmediate sale and a resultant disposal is hughby probable within one vear

G} Impairment The carr ving amounts of the Group's assels olher than mventoriss (see acCourting Bohey kb and defarrad ta ¢ assels (322 accounting policy
ate

phare teviewved at each balance sheet d

13 detarming whether there is any indcation of mpameest, 3 any sush indization @xists, the asget’s recoverable

AUl 15 sstirnated

For gouocwil the recosrable amount s esumated al each balance sieet dale. The recoverabile arount 1z the higher of far value less costs 1o sell and value

value i use. the esumated future cash flows are discounted to their prasent valua veny a pre-tax discount rate that rellects current

market aswossments of the ime value of money and 1he risks speaific 10 the assat for which the esumates of future cash fiowm have net been agusted.

For the purpose of impairment testing, assets are prouped together Inte the smakiest group of assets that generatey cash nflows Fom continung use that
are largely ndependent of the tash inflowss frem ather groups of assets ('tha cash generating unit). The poedwall acquired in a busnass comomauon, far
the purpose of imparment testing is allocated to cash generating unts. Management have Jetermined that the cash generating units of the Group are the

motor ranchise zroups and other business divisions.

Anampairrnent loss is recopnised whensver the Carrying amount of an asset o Us Cash-generaung urid 2<ceeds its recoverable amount Impairment fosies
areecognized in the mcome statement.

Impairment lesses recogrsed i rospect of cash-generaung units are allocated first 10 reduce the caroang amount of any gocdwill allocated 1o cadh-
pereraling urils and then. 1o reduce the canying amount of the other assets i the unit on 4 pro-rata bases.

The recoverable amount of assets is the greater of ther faw value less costs Lo sell and value n us

435233

w2 ovadse inouse, the estimated future cash
fiorws are dhscounted to ther present value usng & pre-tax discount rate that reflects current market ascssnrents of the ume value of money and the

soecific o the asset. For an azset that does not gencerate largely independent infiows, the roeoverasle amount « determined for the cash-genaratng und
Lo which the asset helongs.

Animpairment loss in respect of goodwill 15 nol reversed,

In r2spect of olher assels, an impairnent loys s reversad f thers has been 2 change i be estirrates dsad W detzrmung Lhe recoverable amaunt,

Avimparment loss is reve

sad only 10 the extent that the assal’s carrying amount, dues not excesd e carrying amount Lhat would have been determined,
nel of deprecaton or amorbsation, if ne mparrmant loss had been recognisad.

The mipact of the current y2ar impairment review can be seen innots {1,
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1.cont  Accounting policies (continued)

(K} Inventories

{1} Conmgrmant vehuches are regardad 23 being effectively under the control of the Group and are inchuded with inventones on the balance sheet as the

Sreun has the

ant risks anc rewards of Ganer<ig even though kegal ude has not yet passsd. The coresponding iabiity 1 included @ trace and
other p

{iiy Motor senitles (includmg consgrment and demonsi ator vehicles) and parts iveraories are stated A the lower of cost and fan value less £o5ts 1o sell

Parig mveniee

on an average purchase cost pandiole and are waitten down 10 net reahsal

olesCens® Gn s

y prosading for sbe

stork naged formla appn

(1) Trade and other receivables Trade and cihar recervables ara recogmised mnitally at fair value and are subsequently slaie

arnertied cost using the
effactuve nlerest method, less any npairmeant Josses.

{m) Trade and other payables Trude and other payables are recogrised inti

nterast rnathod, fess any imparment kosses,

{n} Cash and cash equivalents For the purposes of the cash flow statement, ca:h and cash equivalents comprise deposts wath banks and [

inssitctions, bank and cash balances. and liquid investments, nat of bank ovardrafis. Bank overdrafis that are 1epayable on demand and form an int

of the Group’s cash management are included as a cormponert of cash and cach agurvalents for the purpuse of the statement of cash 1 the balance

sheet. bank overdiafis are included in current borrowings.

(¢) Provisions A provision is recogrised if as a result of a past event the Group has a present fegal or constructive sbligation 1hat can pe esumatad refiably
and it is probable that an outfiow of economic benefrns will be required to settle the obligaven, Pravisions are determined by discounuing the expected

future cash

s at a pre-tax rate that reflects curront market assessments of the ume value of money and the nisks speaific 1o the liakikty,

() “Warranly service provision: A provision for warranlies is recognised when the warvanty s2rvica is sold. The presizion is based on histoncal waranty data

and a wenghting of all passibie cutcomes aganst their associsted probabilities.
(1} Yacant property provisiom A provision for vacant properties s recogrised when the expreted Benefits 10 be denved by the Group from a contradt an
lower than the unavoidable cost of maeting its obligaten urndar the contract. The provision 15 measured at the presant value of the lower of the expecled

cost of ermnating the contract and the 2xpeaed net cost of conunuing with the contrac,

(p} Income tax Income 1ax comprizes currant and deferved 1. Income tac<is recogised I the mcome staternent e-c2pd 10 the extent that it elates 1o
ems recopnsed directly in equity s which case s recopnised in equity.

Current tar 1 the erpectend Lis payable on the tasable income lor the year using Lan rates enacted or substantively enacted ot the palance sheet date. and
any adpstment 1 tax payable in raspect of previous vears,

De=ferred tax s recognised using the balance sheet liability methad, recognising temporary differences between Lhe car

1w arnounis of assets and habilibes
for hrangml reparuing purposes and the amounts used for anon purposes, The following temporary differences are not recogmsed: ninial recognition
of gocdwall, the intal recaznition of astets or habiliues in 3 wransacton that 5 ot a buziness combinauon that affect neither accounting nor taxable profi,
and differences relating to investrents in subsidianes (o the eqent that they <l probably not reverse in the fareseeable future. The amount of deterrad
v recogrised 15 based on the evpected manner of realsation or settlement of the carrying amount of assels and habilties. using - rates eracted o
substanuvely enacted at the Dalancs sheet daie,

A defarred 12 asset s recognised only 1o the e ent that ibis probatde that future ta <able profits wall be available aganst which the asset can be uhsed,
Defarvad tax avscts are reduced 1o the axtent 1hat 1118 o fonger probable thzt tre refatedd sar nenefit wall be realeed.

Additional income tases that arise from tne distribution of dradends are razogmeed at the same time as the lability © pay the related dindend.

60
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NOTES TO THE FINANCIAL STATEMENTS

Contineed

Accounting policies (continued)

(q) Discontinued operatlnns A disconunued oparalion it 4 component of e Groups Dusness that repres2nls a eparats M ine of business

a of operations that has been disposed. Jlassificaueon as a discontinued operation ury upon dispasal or when the aperaton meets,

e crirena 1o be classified as hald for sale, [ earlier, ¥When an operatieo s claxsifizd as @ ducontnusd SoLranen, ne (omparative INComs stalament f re-

presented as f the aperation had besn decontized from the start of the comparative penod

(r) Earnings per share Tre Group presents basic and diuted earmings per share (eps) data for 0 orarary shares. Basc eps i< calculated oy driding the
profis o dosy al

o

Sited eps s doturrminad by adusting the proiit and loss artnbu'cab!c 10 ordinary

ifritanie 1 ardinary shareholders of the “Zomoany by the weighied average sumber of ordinary shaces outstan

pareholders and the waighted average numbeor of ordinary shares

outstanding tor the effecis of all diftuve potential ordinary shires, which comprise of share options granted 1o employees,

() Foreign currencies

(i) Foragn currency wansactions. Transactions in foraign currenass are transiatad o e respective funcucnal carrency of Group entities at the Joregn

enchange cate ruhng at the date of the transscton, Monetary assets and labiliges deronimated in foreign currencies &t Lhe balance sheet date are tramslated

o the luncbenal currency @t Lhe fo oremn & change rate ruling at that date. Monmanetary assels ard habihues that ars measursd i lerms of histoncal

~o3t i a foraign currency are translated wusing the exchange rate at the date of the trancacusn. Non-ry ry asse abilities denomirated in foreign
carrgnoes thal are stated at fair value ar= transhated Lo sterling at foregn exchange rates w'uiln_q al the dates the fair valus was deterrined. Foregn currency

differnrces anung Gnorcwansiatien are recognised in arefit or loss.

i Franaal statements of foreign operations. The assels and Habilives of foreign operations. including goodwill and fair value adjustments ans

camselidation, o translated to sterling at foreign erchange rates ruling at the balance sheet date. The revenues and expenses of fareign operations are

2 sterling at rates ap imating 1o the Toreign exchanga rates ruling at the dates of the vansactons,

Ty Net investmient in foreign operations. Forewn currency differences ansing on the retranslzion of 2 lmancial bablty desgnated as a hedge of a aet

myestment m 2 foregn operation are recognised diectly in equity; in the foreign currency wanst raserve, 10 the extent the hedpe is effiective. To the

extent the hedge v ineflective, such differences are recagrised in profit or loss. VWhen the hadged net inves tvent 5 dispased of the cunwdaine amount i

cequity Is transicrmd 1o profit and loss on disposal.

Ir respect of Al foreign operavons, any dillerences that have arisen after | fanuary 2004, the date of transition to IFRS, are precented as a separae
LOmpor

et of equity,

(t) Financial instruments The Group holds dervative linancial instruments 16 hadge currency and mtarest msbs ansing from s activitios,
Derrvatree finanzial nstruments are meaznised at far value, Any gain or oss on remcasarermnant s recogresed o the income staternent. Howewer the

weatment ol gains or losses arising from derratives which qualify for hedge accounting depence on the wype of hadge arrangement, The fair value of
derwatives 15 the 2stimatad amount receivable o payable 1o Larminate the comiract determmad by reference 1o the market prcas prevaifing 4t the balance

shest date.

Hedang
{1 Fair value hedges
wWhere a dorwative financal instrument hedges the changes in fair value of recosmsed assets o Fabilinice, any sain or Joss 1§ recognised vathin finance coso

or fimance mcome, as appropriate, in the income statement, The hedgad riem 1s also stated, separately fom the dervatve, at fair value i respect of the
risk seng hedged wath any gain or loss alse recognised wathen finance costs or finance income. as appropniate, in the ncome staiement. This wall result in
vanatians in the Halance sheet velues of the gross debt and the offeetting derivativers as the marker valug fluctuates. If the hedging instrument no konger

he2is the <ritenz for hedge accounting o s terminaied then hedge accounting is discontinued prospectmeh:

o) Hedges of nel investments in averseas oparations
A yain o loss in respect of an effecive hedge of 3 nat investment i an owerseas operation is recognized cireclly in equity Any nelfeclve portien of the
heuze s recognined in the ncome statemant.




=]
b ]
a&
=
S
=)
=
=]
=
&£

x
=
-
Q
a
o
=4
=
3
=4
=
<
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Accounting policies (continued)

M- stve financial msruments

Noa-gerwztve financial Wsiruments CompAse INVELUment in equity and debt securtes, trade and other recerables, 2ash andd cash cquesalents, loans anc
borrowings. and trade and other payadles.

tlon-gernea

¢ hnancaal nstruments are recognised intially az fair valus, Subsequent to mual rcoyntion non-der

45 deseribed below

ative Tinancial instruments are measurad

daf the Group vecomes 2 pars

3 the contractual provisions of the instrument. Financial assets are derecognised of the

Sroup's contaztual rehts 1o the cash Nows from the linanoal asset evpies. Fngneal kebilaies are derccogmeed if the Group's obligations speafied in the

ronteact expiie or are dis

harged and cancelled. Sae also palicy {n) and () at

Cash and cash equialents cormprisa cash on hand and demand deposits, and ather short-ierm highly haud imvestiments that are reackty convertibla to s

bagwn amaunt of cash and are subject to an insgnificant risk of changes in valuc,

{u) Interest-bearing horrowings Interest-besring borrowings are recognised iritially at fair value fess attributable transaction costs. Subsequent 1o initiaf

recagration, nierest-beanng borrowings are stxied st amortsed cost witdh any difference batween cost and recenyplion value bein

; recoprised in the

Income statament over the pericd of the borrowings on an effective 1nterest basis. The effective ntarest basi is a method of calculating the amortisec cost
of a financial hability and of allocating imerest, payments over

< relevant period. The efftctive imerest rate 15 the rate thay e actly discours estimated

ure cash payrments throueh the expecied bte of the inanaial kabildy, or where aporoprate, a shorter penod,

(v} Finance income and expense Tirance income comprises interest ncams on funds nvested and gains o hedging Instruments (that ave recogrised n

profit and loss. Interest income is recogmised as iz acerues in profit and foss, using the effective rate method.

Finance expenie ComMErse INterest exoonse on berravangs, unwinding of the discaunt on provisions and losses on hedging instrumients recogised in profi
and loss, Al Dorrosving cGsts are recogmised 1t orofit and loss using the effecuve wtersst rmethod,

(w) Employee banefits - pension obligations The Group operates a nurmber of deflined benefit and deflined contribution plans, the assets of which are held

i indepencent rustes adminezered funds. Pension aczountng costs for defined berefit plans are assessed by determining the pension obliganen uaing

the projected unit credit method afier induding a credil for the expecied return on plan assets separataly for 2ach plan, Under this method.in accordance
with the adwice of qualified actuarics. the amounts charged n respect of employae benefits reflect the cost of benefits accruing in the year and the cost of
financing historical accrued benefits, The Group recognises all actuanial gans and lasses anisng rom defined benefit plans i the statiemert of recognsd
income and expanse wnmadiataly

The present vatue of pension oblipations 15 reasured by relerence Lo market wields on high guality corporata bonds which have lerms Lo matunty
zpproximating 1o the terms of the related pension hability Flan assets are mcasured at fair value. V

an the caleulation results in a benefit o the Group,
the recognised aseet s bmited to the 1otal of the present value of economic beneii: avalable in the form of any future refunds from the plar or reductions
in fture contnbuticns 10 1he plan. An cconomic benefit 15 avadable o the Group 1 1s realisable during the Ife of the plan, or on sedtlement of the plan
haiilities.

A delined benefit comnibution plan 15 cne under whech the Group says fued contrpicns and has no legal or constructve oblgauon 1o pay further
arnourits. Oblgas

ans for contnbuuons 16 defined contnbation pension plang ar2 cacognsed as an emplayee benelit e/penee n the mcarne statement
when they are due.

oluscs in schemes are recagnised as assets only 1if they represent uncondiisnal econonug benefits avallable 1o the Group in the future, Provision s rmade
lor Tuture unrecognisable surpluses that will arise as a rasuk of regulato:y funding requirements. Movernents in unrecogrised surpluses we included in the
siaternent of recognined incornz and expense. If the far valuz of the assets exceeds the present value of the defined benefit abhgatan then the surplus will
anly be recognized I the nature of (he arrangements under the trust deed, and funding arrangenents between the Uustee and tha Company support the
avatlabilisy of refunds or recoverability tnrcugh agreed reductions in future contnbutions. In addidan. f there is a cansecubive oblization for the Comozny
7 oay defict funding, this s also meogrised.
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Accounting policies (continued)

(x) Employee benefits — Share based payments Tr= Groun operales o number of emplovee share opion schemes. The far value at tne date al which Lhe

share opuons & franted iz 1ecognised inthe Incoms statement on 2 suraight hoe basis over the vesting pencd, Wkmg into accourt the number of opuions

that are anpeciad 1 vest. The fa value of the opuons granted s measured using an oplon pricng model, wling inte account the terims and conditions
upon which the options were aranted. The numbar of options that are expaciad 1o Dacome exerasable is 1eviewad 4t aach balance sheet date and of
RECESAY ASUMAtas ars revised. In acconiance wath tha transiigsal prsvaans of IFRS 2, o income statemenl expenses are recorded in resped of grants

2ptions made prior 1o 7 idovemper 20007

{y) Leases Lcases are dlasaiicg as finance Icases wherever the lease transfors substantially all the misks and rewards of ownershin to the Group, All other
) i

leasas are: realed a5 operiting leases.

Avet held under finance leases are recorded at incaption at the lower of the far value of the asee? and the present value of the minmurm paymens

a

I

od 1o be made undar the lease. Subzequent o initial recosnition, the 2mset i accounted for n accordance with the accounting pobcy applicable
at gsset

The corresponding habddy w recorded as a linance lease obligaton. The linance charpe element of rentals paid under these leases s @ pensed w0
a5 1o give a conmant rate of finance charge o0 the remander of the oblgation, Firance charges are cscensed i the incomge staternent and the capraleed
leased asset 1w deprecialed over the shorter of the lsase tarm and the asset’s usaful economic life,

Rentals paid under operating leases are rharged directly Lo the mcome stalement on g siraght bne basis cver the penod of the lezse. Leas

5 subect o
predeterrained fired rental updifts have their rentals accounied for on a sbraght lne basis recogrised cver the life of the lease. Lease meentives reneived

and pand are recognised in the income statement as an integral part of the il lease expense over the term of the lease.

(z) Dividends Final dradends proposed by the Board and unpaid a1 the end of the year are not recognised m the financial statements umiil they have been
appraved by the shareholders at the AGM. Interim Ghvidends are racogrised when they are paid.

(aa) Capitalisation of finance costs Gross finance costs drettly atinburable 1o the constructon of property. plant and ecuiprnent are capralised as part of
the cost of thosa assets unti such a time as the asters are substantially ready for thelr mtended use or sale.

(ah} Segmenl reparting A busmess segrent is a group of assets and operations engaged in providing producte o services that are subject to ks and
relurns Lhat are dilferent from thase of other business segments. A geogra

¢ segment s enzaged in providing products or services within a particular
economic emrarcnment that are subpart 1o rsks and returps that are differant from these of segments operatng in other econcanc erwironments. The
Groups primary format for segmental reparting is based on business segments, determined based on the Group's mzragement and ntarnal reporting
struchure,

{ac} Dwn shares held by ESOP trust Tramsactians of the Group-sponscred ESOF trust are included 0 the group financal statements. In particular, the
trust's purchases £ sales of shares in the Campany which are classified as own shares are debited / credited directly to eguity, When gwn shares are sold or
re-ssued, the amaount received 18 recognised as an Ingrease in equity and the resulting surplus or deficr on the transactan s transferred e / from retained
BTG,

(ad) Adaption of new and revised standards and new standards and interpretations not yet adopted in the current vear the Group has adooted tha
following new standards and interpeetations:

IFREZ T wehich refers 10 IFRS 2 Group and Treasury Share Transactions which requires a share-based payment arrangement in which an entity recewes

209dk or services as consideration for g5 owr: equity iNstruments 10 be accountad for as an equity-cetiled share-basad payment wransacton, There b

been nn impact upon the financial statements,

IERIC 1 3 "Customer Loyahy Programmes’ agdresses the acounting by entities who oparate custenier loyalty progranimes with then customers which offer

frae or dulounted goods on redempton of cradits, HPIC 13 has net bad any impact on the consohaaed financal siatement:.

1A% 23 Revised Bormowng costs removes (he aplion Lo expanse borrowing costs and requres that an entity capilabise borrgwing costs directly atwnbutable

8
1 the acquistion, constructian or producion of @ quaklng 255et as 4 cos of that asset The Group already capiatise borroveng coste as descnbed above

n {5}
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NOTES TO THE FINANCIAL STATEMENTS

Cortinued

Accounting policies (continued)

F

13 The Lirt on a Defined Benefit Ssset, I inimgny Funding Pequs ar Interacoon clanfies whaen refunds o reductisns in fuiiure
contributans  rlanon 1o defined bonefi assers shauld be regarded as avalable and pravides guidance on the impact of minimum funding reguirerments

(4FR) on o such assets. It akso addrgsses when a b

i 1 liabilily The adopton of iFRIC 14 reguired reunspective recognilion and

comparatives Rave been restated accordingly

The adaption of IFRIZ 14 had the following impact on these financal staternents,

Comalidatzd Slatement of Recognsed intome and Exnense 2008

2007
£m imn
Ircranse 7 {decrease) i nel income recaynned directly in 2gui 363 {£38)
Increase [ idecreawa) 0 lotal recoenised ncome and expense for the vear 303 (236)
Consalidsted Babange Shee: 2008 2007 e
£m im fm
Cornulative deorease n reurement benefd oblizaucns {2.9) {4509 {125}
Currnlatece merease i deferrsd tax asset 0.8 1i6 7
Cumulative decranse in retamed earmings (2.1) (324; 2.8

Ther= 1s no mpact ¢

the Consolidated ircome Slatement and conrequently no impact on =arfngs par shale measurements.

The adection of these interpretations has led to a change in the Group'’s accounting palices i respect of emplayes benefits - penaon obligations ceferred

to ot policy (W) abxve.

The folloang standards and interyrretations have besn published. 2ndoersed by the EUL and are avalable for 2arhy adontion but have not yel bean apphed
by the Group in thase financial statemerns:

IFRS 8'Operating segments’ mtroduces

management approach’ to segment reporting, Tris will requare the disclosure of segmental information based
on the Internal 1zports regularly reviewed by the board in order to assess each segment’s performince and allocate resources o thern IFRS 8 becomes
cffective for the Group’s 2009 financial statements. The standard amends the reguirements for disclosure of segmental performance and will not have 2oy
effect on the Group's averall reporied results.

IFRS 8 requires ~nuites ta adopt the ‘management apprsach’ 1o reporting the financiat performance of s operating segments similar to the regurenreris
e

= Llhe US standard 9FAS 131 Disciosures about Segreents of an Emerpuise and Related inforrraton’. The amount of each operating segment dem
Lo be mparted i« the meas

: reparted Lo the chiel operating dedsion makar, which in samie rstanges wall b

WPOHFRS Banll recune the Group
1 previde an explanauon of the basis on which the segment miormaton is prepared and 2 reconahation 1o the amount Mesgmsad n the Groun’

conzohdated financial statements, The Group « currently assessing the impact of these amendments on s presenigtion of the financial staternents.
Revised IAS | 'Presentation of Finanaal Statements (2007) intraducas the termn wotal comprehensive incame, which represents changes i squity during a
pericd other than those changes resuling from transactions with Gwners in then capacity as ownere, The new statement of comprehe
be
1eCagn:

Ve INCOME Ny
corrbines the requirements of the exisiing income staterment, and statement of

presented as ather a single stalerment of comprehensive income wh

income and expanse, or in an in

ome statement and 4 separate statement ol comprehensive Incorne. Ravised IAS ! which becomes mandatory
for the Groups 200% consofidated financial statements, 5 e/pected 1o have an impact on the presentation of the comsolidated financial staterments. The
Crnup has yel 1o decide on whether Lo present combined or separate statarnents,

Amendiment to IFRS 2 Share-tased Payrment - vesting Conditons and Cancellations’ clanfies the defiution of vesting conditions, mtroduces the concept
of ron-iesting conditsans, requrres aon-uesting condmens 10 be mflecied i grant date fr value and provides the accountng treatment ©r non-vasung
conditinns and canceflaucns, The amendments to IFRS 2 will become mandatory for the Group's 2009 consolidated finznaial staternents, with retrospective

ication. The Gronp has yet to determice the potential effact of the anvendment,

The following have been published bt bave not yat been endorsed by the ELL

IFRIC | 2" Serace Concassion Amangements provdes guidance on cartan recognibon and measurament issues that anse in accounting for public-to-pre:ale
..

Qg Concession amangemants. There wall be Ao impact upon the finanaat stazemens.
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1. cont

NOTES TO THE FINANCIAL STATEMENTS ‘

Continued

Accounting policies (continuad)

IFRIC 1é M

of a Net Investmient in a Forcign Oparabion”. Thers will be narmpact upen the firancal stazements,

Amendmenis 1o 145 32 Francial Instruments - Presentatan’ and 145 1 Prasentation of Financial Statements - Putiable Finanaial Insteunsents anc Obligations
Angng on Liguidation requiras puttable insiuments, and nstruments that impose on the enlity an obligation 1o delver 1o anather on 4 pro rata »hara of
ine net anet of the entity only on kaudation, to be dasified 2y equity If certan condiions are met, The amendrments, which becorne randatory for the
Greup's 2067 consslidated financal siatements are not ospeaitd 1o have any impact on the consolidated finanaal statemicnts,

Peised RS 3 Buanes. Combmatons (2008)' incorporates cartain changes that amend the Group's current sccounting poliaies in respact of busingss

P

combinations, he main thange being that Lransazbion costs, other than share and dest issua costs, will be expensed as mcurved  Revised IFRS 3 bacomes

rrandatory for the Groug's 2010 consalidated financial statements and will be applied prospectively

Amendment 1o 1AL

27 Consoldated and Separata Financial Stataments {2008) addrases changes in cwmacship interests i subsiciaries oy the Group. The

amendrments to W5 27 bacomes mandatory for the Group™ 010 consalidated finanoial statcments are not expected t have a signilicant irmpact 2n the

wonsohdated fnancal daternerts,

Amendment 1o 145 37 Finanoal lostrornents : Recagnion and [Measurement’ perrmts recassification of non-denvate financal assets out of the far value

thrcugh profit o loss category in particulas arumstances. This amendment & not experted 0 have & ugnificant impact on the consobdated financial

statements,
Segmental analysis

Segment infor mation is presented in respect of the Groups busmess and geographical segorents. Tha primary lormat, business segiments, s based on Lhe

Gimup’s managernent and internal reporting struciure.

Seproenl resulls, assets and labiliies include ilems directly altribulable to a segment as welf as those can be allocated on ¢ reasonable 5. Centrad

itams campnse of mainly corporate assets and expanses. loans and borravangs.

Inter-segrent transfers and transactions are emered inte under nermal commercial terms and conditions that would alse be avaiable 10 unrslatad third
parties,

Sepment capilal axpenditure 15 the total cost incurred during the penod to acquire segment assots thal ae expeciad to be wed for more than one

period.

Primary reporting format - business segments

The Group comprises the following main business segments:

Stretstonz. Thie segrrent compiises the Group's lurury car brand encoimpassng the sale of nesy and used moter cars and metorbites, topeiher wath
ass0tialed allersales acliities of semace, brndy repar and parts sales Tha cperatian in the United States of Amenca and the dsconunued operation i

Germany are both reparied within the Stratslone sagmenl.

Evans Habhaw. This segment comprises the Group's volume car band engampassing the sale of news ard used motor <ars, together vath assoniated

aftersales activits of terace. body repar and parts sales.

Chatlields. Ths segroent comprises the Group's truck and commerdial vans brand encompassing 1ne sale of new znd uwsed trudks and cemmercial verucles,

tegethar with associated aftersales actiatias of cervice, bady repar and parts sales
Contracte. This segment comprises the Groun's contract hire T

Parts T, sepment comprisgs 1he Graups pats dhirbuiion businessas which rrace under the Quickeo name.

lechnology: The sapment comprisss Lhe Gooun’s actrdlies as a dealer managarrent system provider and shared seriice centre.
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NOTES TO THE FINANCIAL STATEMENTS

Continued
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2.comt  Accounting policies (continued)
Secondary reporting format - geegraphic segments

The Group’s busingss segroents oparate 11 Lwo man geographical areas and are rranaged on 2 worlduace baws These segments arz the UK and the USA,

Do 1o the mmatenal natuee of the opaiations it the USA no further analysis i provided

3 Net operating expenses and nen-recumning items
2008 007
£m fm
mf‘lf.ﬂ o) )l’f"&’\l\".‘:i‘- ADENSE:

Distrsniticn cois {295.5) 303y
Ackisleatieg capenses (386.3) (2220}
E<ceptional VAT relund 6.8 -
Reits recered 09 Qa5

{674.1) (585.4)

Erpences and incorne incurred or receved dunng the vear, which due to therr size and nature of beng iwerns that are wypically non-recurring, are drawn out
for saparate dieclosure as non-recurring items.

2608 0

£m £m
WWilhin operaling < «penses:
Goodwil emparment (58.1) (5.8)
Impatrment of property, plant and equipment {15.2) -
Operaling fosees meurred on closed businesses (18.7) 172
lrpanment of assats hald for sals (11.9)
Fedurdancy cosis (5.4) -
Inventory watle donwn {24.9) -
Professional fees (1.9
VAT assessment provision (26.8) -
E«ceplional VAT refund - net of costs 6.8 -

{156.7) (1405

VWithin other inceme - (losses) / gains on the sale of businesses and property:
Gaing on the sale of buunesses 09 b
{i.osses) / gains on the sale of property {6.1) 174

(5.2) 185

Witten finance c.pense:

Refinanuing related professional costs and bank waiver fees {11.2) -

Voithe ingnee incame:

|nterast recesad anVAT refund B3

wWithin share of {loss} 7 profit before ta< from ot venture:

Impairment of imeestrnant i jomt venturs (8.2
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3. cont

NOTES TO THE FINANCIAL STATEMENTS

Continued

Net operating expenses and non-recuming items {continued)

The fallowing amounts have Deen presented as non-recurnng itenys in these financiat stateme s

Goodwill rapered durng the year was £58.1m (2007: L6.8m) [see nole |

Group tangble frod aseets and assets held e sale have been reviewed for posuble imparments i the lignt of econcrmic condivsns, @ partcular the

zee, A5 a result of this review an imparient charge of £2.9m hay been recagnised against tangible: fi ed assets

(2007 Cril) aed £11 9 agair sseis held fow sl (2067, Enil)y.

Losers neurred an the glosurg of businass amounied to £197m (2007: £7 2m) These tosts mnclude wad down enpenses, losses on assets, redundancy

and varant property Geiupancy Cosis.

The Group alse uncertash 2 sgrificant programime of redundanties in . core pusnesses in lght 3T rmarckes conduions as 2 result of

2 LUrmEnt eCOnomic

sitnaton, resulting i nen-recurring paymente of £54m (2007 £nl).

< of £6.8m nat of costs in respect of VAT cverpaid on demonstrator vehicles over the pencd 1973 1o 1996 was received durng the vear

Aasotated interest recened of £3.3m ¢ disclosed within &

dNVCE INCOMmeA,

The Groug ¢ m conmtnung discassion with Hi% Fevenue and Customs over the treatment of parval exernpuon within our finance and insurance operausns

ang the VAT Deatment of sales of vehicles o cartain disablad customars We have recerned VAT ascesamants i respact of these iksues, and received

advice that it is possible that the Group will not be succcessful defending these daims Whilst we are continuing o defend owr pesitien vigorausly we have

recogrised 4 provisin of £268m for cur begt astimate of arnounts payable in respact of these two nsues. inclieding potential interast and penalties.

DCrarmg 2008, parucularts the second hali’ of the year, values of used cars fell dramatically resulting o cevtain stock, suflernng an exceptional toss in valug

compared to s reaksable value, I addion, given the dramane fall in demand for cortain types of news Cars which resy

2 in signsficantly higner stodik lovele,
the cost of this stack was isher (nan il reatisaple vatue, This fall in value is unprecedentad and v nob e, peclad Lo recur A stock provissan of £24 9m gy
therefore been recognised n respect of these issues and presented as 2 non-recurting item. These conditions have ako had a kock-on impact in our
Contract Hire busingss whers the repurchase carmemuments in respect of vehicies at Lhe end ol the contract life has resubied inthe need for en imparment
prevision of £6,3m in rospedt of the vohidles which are classified in ficed assots.

During 2058 as previously announcad we invesligated the potential disposal of Pirewsod,

dispasal process did not procead o completion and the
prafessional costs of £1.5m of the exertise have been writlen off as a non-recurring iem.

Crherincome, baing the profit on disposal of businesses and property comprises £0.9m prole on the disposal
and a Lo less on sale of croperties (2007 £17.4m profil),

motar vehicle dealershps (2007 £1.1my)

Durng the year the Group has incurred a fee of £2.9m m respect of deferral of covenart, measuraments a3 the year end zs pert of the baric refinanty

ncgotatans, Under 125 39, thiy amoum shoula be treated as modification of terims of the Joar and s »uch be amorised over the i of the Joan usine the

effectve intarest rate method. {1anagernent conuder there n ro future econernic penefit derred from T payment as it velates onty 1o the deferral of
covenant, measurements at December 2008 and a3 such have recorded this amount dirsctly in the imcame statement as a non-racurring item. In addieon

the non-recurnng professional fees and costs of £8.3m in respect of the refinancng of the Group have been espenscd i the vear and preserts

ne

(OD-rECUrTING Jt2m.
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3. cont

NOTES TO THE FINANCIAL STATEMENTS

Continuedd
Net operating expenses and non-recurring items (continued)
Contining Disconriied
operations Operaticss: Total
The follswang e have been charged to the wmoome stazament 2007 2008 7 2008 2007
X5 GRETEING Sapenses dunng the vear: £m fm £m £ £m im
[aprecation of property. plant and equipment - awned 53.9 558 - [sX 539 Soi
- held under finance feases 1.7 25 - 1.7 25

Impairment of property plast and equipment

ment of assels beld for sale

Irep
Amortsation of ntarnally generated ntangble assets
Aenorlisation of other intangible assets

Impairment 6 poodwil

Cost of irentones recognied 4s an 2.pense
[Raszacch and development costs

COperatng 12

rerlal; payabde

- propertly rentals

- ture of plart and machinery

15.2 . - -
14 - - -
0.3 0.l . ;
04 07 .
58.1 63 - -
35632 43141 - 178
07 03 - .
2.4 i3 - .
438 418 ~ ns

152
119
0.3

04
58.1
3,5532
07

24
438

ALALGES remuriss et

£000

2007
£000

Audic of these financial staterments

Amicunts 1ecerable by the auditors and their assogates in respact of:
Audit of firancat statements of subudianies pursuant to legislation
Oher services supphed pursuant 1o such leplation

Ciner services relating 10 taration

Perzion waluatios and actuanal serwices

Services relating to corporate finance transactions entered inte (including debt refinancing)

Al other sarviges

287.2

298.8
300
289.6

1,844.8

1653

2,750.4

11895

O the above, Cnil (20071 £a) in relavon 10 the corporate finance transactions cnzered mio has been zapitalised as part of the Cosws relaung 10 these

tranvactions, £450.000 of corporate finance tranzactions were contracied for az the year ond,

Employees

The average number of people #mployed by the Group in the folfovang areas way

2008

2007

Number MNumber

Sales 3760 /__1:_
Aftersales 5,742 7iudn
Administation 3177 3.995%
12,619 ENA

Coste inzurred i raspedt of these amployees were

2008
£m

2007
£m

Wages and salaries
Social security €oils
Coamabutons to celined costnbution clans
Cregrease in habdiy far defined benele olars

Share bazed paymenis

2919
28.0
44
4.0}
0.2

3151

L
[EE]
W O

3802
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Directors

Total smcluments of directocs {including persion contbutions] ameunted te £1 7m (2007 1 £20m).

Information rakating 1o directars’ emeluments. shae opiions and pension entitlements is sel cut in the Directars Pamuneraton Report on pages 3

w39

Aesults ot discontinsed operation

2008 2007

£m im

Reverue - 263

Expences - 1219

Fesuhs from aperating activities - L&)
Income tax expense - -

Revults fram ogerating activties net of Income ta- - {15

Loss on sale of dseonunusd operation - @

Lass, for the parag - i21)

During the presious year on 33 June 2007 the Group sold the trading assets of all itt German based motor vehicle dealerstips. The German operauon

sontibuted & cash o £ £290m 3o the Groups et operating cash flows and contrbuted £53m in respact of investing adtvities duning 2007, There

weert o finanoing

Finance expense

2008 2007
Rerognised in prafit and loss £m fm
Imerest payable on bank borrovngs 204 16
Irlerest pavable on loan notes 9.6 54
Debt issuance costs 0.9 I
Reflinanang related professional costs and bank waver foes 11.2 -
Vehicle stockag plan interest 285 228
Interest payable on finance leases 05 0&
Interest on pension scheme oblipations 18.7 179
Less: interest capitalised (0.1) {0
Tolal interest erpense a7 aa»
Fair vaiue Josses - interest rate swaps 0.1 Ot
Unwinding of discounts in contracl hre resdual vakues 4.4 5
Tonal finanes Capense 942 £35
Interest expense in respect of financial labikucs held at amertised cost 80.1 715
Interest e pense in respect of financial Fabilties held at far value 8.6 G4
Far value losses - mterest rate swaps 0.1 0.i
Urwanding of discounts in contract birg residual values 44 25
Tatal finance expense 94.2 835

fnlerest of £0.1m {2007 £0.1m) has been capiabsed during the year ot an averape rate of 5-19% (2007: 552%) on assets under construztion,
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NOTES TO THE FINANCIAL STATEMENTS

Finance income

Continued

2008 2007
Fecogrized in prefit and loss £m £m
Inierast moarable on kank depouts 27 13
Inierest GN penaon schame 235els 2.7 0
Excepunnal interast incoime on VAT refund fnote 3 83 -
Total finance meome n7 234
Taxation
2008 2007
fm £
UK comporaisn Loy
Current tae on {foss) [r for the year {5.1) 95
Adjustiments in respect of prior periods (3.7) {107)
{8.8) )]
Oroarseas Lasatisn,
Current tax on nwcame for the year - 04
- 0
Tertal current tas credi 8.8) NE)]
Dleferred Lo (credil) / eapense:
Ongination and reversat of terporary differances (10.2) 41
Benefit of tax l2sses recognised (21.5)
(40.5) 33
2008 P
The towl aggregale tax {credits) / charges recognised in the income statement are analsed as: £m m
Cierant ta« {8.8) (0A)
Defermd vax (31.7) L
Tewal inconme tax {credd} / expense in the income tlatement (40.5) 33
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9. cont

NOTES TO THE FINANCIAL STATEMENTS

Continued

Taxation (continued)

Factars affecting the tax (credity / charge for the period:

Tha tar aserssad o differers from the standard «ate of corporauan tax in the UK 28

5 (2007 30%);

The aifferane 25 are exnlaned bele: £m im

Lass £ ipealit} before taxation

Contmuing operations (200.6) 6.5

Discontrusd opeations - 20
i {200.6) 441
Tacon flast) ¢ profit an Ul rate of 285% (2067 20} (57.2) 133
Difference::
Tav effect of stare of results from jont ventures 1.1 {€2)
Accounting depreriaiion [or which no tax relief is due 06 [0
Difference betwaen accounts profits and 1asable profits on captal aisel duposals 0.3 e
Othar disallowables 13 0.4
Unrecogrised losses 0.2 07
Tar rate diffrential on gverseas income {0.2) Ui
Maovement in raliad over and held aver chargaable gains {0.1)
Asset impanmrent charge 16.6 2.
Impact of Finarce Act 2007 changes 0.6
Adjustents to wax charge n respect of previcus periods (3.7} Ay
Total tax (credit) 7 chargs (40.5) 33

2008 2007
The rmpact of the Financa Act 2007 changss are: £m <

Femaoval of balancing adjusiments on dsposal of Indusinal Buildings - 37

Reducton in the tar rate from Apeil 2008 onwards from 309 to 28%
(see faciors aflfecting future tax charge below) 0.5 40

(0.6) i

Deferred 1ax (expense) / credit recognised directly in equity

restatad ®
2008 plvvd
£m £m

Relaung to chare based payinents - 20

Acluarial gans and losses 83 D4

83 {Lel

Tax rate
The standard rate of corporation lax changed from 30% o 28% with effect from | Apnil 2008, Accardingly, the averags rate UK corporaion s rat
appheabla for thie accounting periad 15 285% However the deferved taz cradit e

ot of thee Group's losses for thie accounting period has bean
calgulazad uang the future applicable rate of 28%,

Factors affecting the future tax charge

The tax credit/ charpe 1 ncreased / decreased by the release of prior vear proviaons relating o LY 13, returns and zertan capial allcwances that are

wraated as permanent differences. The tar credil / charge is decceased £ increasad by non-deducible ospenees including the imparmeant of googwill and

non-gualifang dapreaation.




NOTES TO THE FINANCIAL STATEMENTS

Continued
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9.cont  Taxation (continued)

Unrecognised geferred tax assets
There are ur

alised ax losses wittan the group of C1%.6m (2007 £17.50) relating 1¢ ovarseas budnesees for which no deferred ax asset has been
recognised pending clarty of the availabity of intra-EU losses.

Deferred 1ax assets / (liadilities)
Defened incarns tax amels and habaliie: are offsel when thare is 4 lagally enforeable right to offset current tar assets aganst cunent 12> labilives and when
(R & &t

the doferred scame taves relate to the same fozal authorey, The offtet amounts are 3 feliows.

restaing ™

2008 3007

£m Zm

Delerrod tax assets 39 -
Dreferved tar labihue. (29.1) [dEie)
(4.0) 1%

A defenied tie assel has bean racognised in respect ol tar loses carried forsard at 31 Dacember 2008 as it is especled that the Group will generats
«uffioent tarable profics in the forezeable faure for these tax losses to be unhsed againgt,

The movements in Larnporary diffzrences for the year are as follows

Chargad /

{rredited) Lo restaled”

At consolidated At31

| Jaruary income Credited  December

2007 satement o Bguity 2007

£m m im £m

Property. plart ad equipment a6 {3.8) - 498
Rolled over and hetd ovar paing 929 19 - 128
Retirement bene it obligations 26.2) 5.4 (GRS (17.8)

Share based payments o . 20 -
Firancial msn-uments [(oFa] - - 0.2)
Provisions {1.8) (4 - {1.4)
3

Tax liabities 38. 41 .6 44.0

The movemenis in temporary differeaces for the year are as iolloves:

Charged /
icrednadiwo

A3 consolidated A131

1 January NCCATe Credited  December

2008 statement Lo SOULy 2008

m m £m £m

Froperty, plant 2ng soupment 498 {158) - 330
Redled over and Feld over gaine 122 REQ) - L E:;
Retirernznt kenefit abligations {178 2 (835 (18.5)
Fimancial instruments {072} - - (0.2)
Provisions [§RE V] - (0.8}
Losses - (215} - (21.5)
Tan hakshlies / {assets) 440 310 (8.3 40

Mmoo Fge Gl el 1 ey nate o,




NOTES TO THE FINANCIAL STATEMENTS
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fael
o
[ 3 I
- =

Q
n‘ﬂ
E &L
g =
5 3
:C

i=
& <

10. Eamings per share
2008 2009 2007 2007
Eamnings per  Eamings Earrings per Earning
share Totat shara Total
pence £m pepee im
Basiz earnmngs pea shara - continuing cperations (25.2) {160.1} 63 43.2
Basic earrargs per share - dngeninued operations . - ©.3) {z1)

Basic 2arin

2 per share {25.2} (160.1) 65 AL

Adstng ltams

Gaccwil inpawannt 481 58.1 il R]
Irpairament of ivvestment n joind venture 1.0 6.2 - -
Imsparmant of property, plant 2nd aoqupment. 24 15.2 - -
lreparment of assais held for sale 19 118 .
Losses moured on dosed businesses 3.1 19.7 it 72
Redundancy cosls 08 54 - -
Ercepticnal VAT refund {1.1} {6.8) - -
fit} on sugness and proserty disposals 0.8 5.2 {19 (1E0)
Refinanong related professional costs and bank waiver fees 18 1.2 - -
Frofessonal fues 2 1.5 - -
VAT AT3ESIMENt Lrovmunn 4.2 268 -
livveatary write down 39 249 - -
Intarest received on VAT refund (1.3} (8.3) - -
Ezceptional defarrad ta« credit {see notar 9) - - (e {2
Tar effect of adjusting fems 4.7 (30.1) c3 18
Adpustad earnings per share {3.0) {19.2) 54 E1 I
Dduted anngs par share - CONLRLING Gperations (25.2) {160.1) &7 132
Diuted =arrungs per share - {clal {25.2) {160.1} [ 41
[Huted eamings per share - adjusted 3.0) {18.2) 540 12
Tha calculation of basic. adjusted and diluted earnings per share i 2008 2007
based o the fotiowing nurnber of shares in ssue (milhcns) Number INumbar
Weighted average number of ordimary shares in Issue 636.1 0353
Weighted average number of dilutiva shares undar option - 6
Weighted average number of shares i issue taking account of applicable outstanding share options 638.1 6418

The diractars consicer that the adiusted garmngs per share figure provides a better measure of carnparative performance.

Thare are 3.0m shares under option (2007 3.0m) that are non dilutive in accordance with JAS 33 'Earmings Par Share”,
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&< Continued
1. intangible assets
Gooot s e Total
£m im im £m

127 450.4
I3 . - 13
11 oX:] 1.8
Cruhange sdusiments (N - - 0.2}
Doispersals l)! - (ch (£.3)
£ 31 December 2007 1379 il 13.1 452.1
AL January 2008 4379 [ 3.1 452.%
Other adarion: - 08 o 11
E«changs acpsirnens 18 - - 48
Disposal of busnesses {0.6) - - {0.6)
Ol disposals {G.3) - Rk 0.7}
Ar 31 Decernber 2002 4415 19 130 456.7
Amortisation
AL faruary 2007 34 - H3 152
Amortised during the year - Ot 07 08
Impairment ] 6.8
At 31 December 2007 107 0. 120} 228
A January 2008 107 ol 120 228
Amortized during the year - 0.3 0.4 07
Evcnange adjustrents ¢8 6.8
Imgzai ment 58.1 - - 58.1
Chzpozals - - 103 (0.3
At 31 December 2008 626 0 121 821
Carrying amounts
AL January 2007 4338 - [ 435.2
AL 31 Gecember 2007 4272 10 1.1 4293
AL | January 2008 427.2 1.0 b 4282
At 31 December 2008 3722 15 38 3746
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NOTES TO THE FINANCIAL STATEMENTS

Contnued

Intangible assets (continued)}

The amerosaion chargs in respect of other imiangbles is recognised within operating 2<penses m the income statement.

V

Development (ot are amartised over 2 period of five years. These canstiute expenditure on develapmene of the Group's scilware products that s
I . I

caphtzheed 28 incuw

ad. SGiware © amortised over 4 penad of four years,

lmnparment Josses of £14.3m of goodwill attaching 10 business units pending closure where the fuiure cash flows from these are not expected 10 recover

ghnatdan fiows

alug are recognsed vatin Gperating eapenias in the neame statement {2007 £8.8my. In adduen, on rewew of the future cas

of tise busine s

wi pamarily due to the current perfcemanc of the Group. the directars do not expact Lo racover the Ga = walue of the goodwali

atlacied to a number of CGUs {cash generating urits). Thersfore an impanment chape of £43.2m was recoprised within operaling expenses i the income

statenent (2007 £nily,

Gaodwil s allocated azross imuluple cash generating urits which are franchise groups and other busingss unile and consequenily 4 consictent anproach in
assesung the carrying value of tivs amount 1 taken, This value was determined by decounting the futare cash flows gererated from the continuing uie of

tre unit ard wiss bazed on the iolowng Xey assumplion:.

Future cash flows were projected nto perpeiuty based on actual operating results and

o current buuness plan as approved by the directors, with regad

10 the long 1erm strategy of the Group in terms of busness representation. The busimess plan has been preparad based on detailed plans prepared by

eiach CGU. The delailed plans wers fonnulated based on vehude manufaclurer forecasts and other 2. ternal sources of automouve dustry forecasis. the
zypericnze of the imaact of previous recessions and subsequent recovery In the avtomative ndustry and consequent oxpedtatians for arafit per urt

perfarmance. The cash flow projecicns included the bencfic of cont saving actions already mglernented.

Whilst 1t 1s anticipated that the tnits vl grow revenues in the future, for the purpose of the impairment testing, no growth has been assuned beyond the
business plan,

A pre-tax discount rate of 13.3% {2007 5.8%) was applied in determining the recoverable anmcunt of the units which tha Group has 2stinaled to be the
approximate veaighted average cost of caprtal of the Group. The discount rate used reflects the best eswmaic by the dirccrors of the rate eflective of the
risks specific 1o all cash generaung units for which the future cash estmates rave not been adjusted. A key assumption made By the deedtors hes i the
discount rate usad, an ingrease in the pre-tax discount rate of 1% would cause an increase in the inpairment by £7.2m.

Gogdwill by segrrent 2008 2007

Em £m
Stratetone 126.5 1565
Evans Habshaw 210.7 2275
Chatfields 12.0 178
Support 1.8 Q9
Contract Hee 0 245

32 1272
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12.

NOTES TO THE FINANCIAL STATEMENTS

Contiued
Praperty, ptant and equipment
Land & Plant & Motor
bulldings  eguipment vehicles Total
£m Lm fm 1]
2354 551 2wl 516.3
0 Busness COMMInatons 53 1 - 78
i78 In5 1347 165.5
iment. ol S 0.3
Disposal of busingssas (37 (1.4 &1
Oither disposal 201 (37 {H13.5) {138.3)
Class:fied as non-current assats held for sale 420 - (42.0)
At 31 Dzeamber 2007 1931 Tie 2338 504.5
AL | Jaruary 2008 193, 776 2338 5045
Crirer addtions 145 122 12:49 152.2
Exchange adjusiments 741 [ 0.3 89
Disposal of nusinesses (2.5) 2m (3.3 an
Other disposals (B0} (7 (F517) {180.1)
Classficd a¢ non-current assess beld fur sale (] - {1.9)
At 31 Decembe- 2008 196.1 s w2 469.9
Depreciation
AL Jenuary 2007 az 300 527 959
Exchange adjustments G 0.1 02
Charge for the year 36 127 432 58.5
Disposal of businesses 07 {1.3) 2.0)
Olrer disposals 03 {15) (2953 (31.1}
Clasified as non-current assets held for sale (213 - - {21}
~4 31 December 2007 9.t (Ol 700 119.4
At 1 Jaruary 3008 94 -G 704 1194
Exchange adusiments 07 13 ¢l 18
Charge for the vear 3é {1 409 8556
Irepairment 2.5 0.4 £ 15.2
Disposal of businesses {00 {1.1) (3.1} (3.4)
QOther disposals {03} (25 (45.6) (55.0)
At 31 December 2008 20 129 %0 1336
Carrying amounts
At 1 January 2007 2269 351 1584 4204
&t 31 Decermber 2007 1437 376 1638 385.1
AL} fanuary 2008 1837 e 1538 385.1
AL 31 [acamber 2008 1730 87 Fii6 36.3
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13.

NOTES TO THE FINANCIAL STATEMENTS

Contirued

Praperty, plant and equipment (continued)

Inchuciad in the armauns for plant, 2qunment and motor vehicles abova are the lollawing arnol ing 10 k2ased assets and awmels accuired under hire

PUPENASE CONLracts,
Land & Plant & Metor
buildings  equipment vahicles Total
£m £ £m £m

Depreciation
Charge oribe yeq L7 1.7
Garrying amounts
A 21 Decemnber 2007 Co - 7.0 76
£L 31 December 20 73 - 61 6.4

Cumulative merest charges of £0.5m (2007, Z65m} have been canitalised a3 construction ¢osts and included in land and Duldings.

Land and builkdings nclude £-5<4m (3007 £Z20m) n raspea of bulding projects currantly under construction for which no depreciation has baen charged
during the vear

Future capial expenditure which has been contracted for but not yet provided i the financial statemerizs amounted w £1 4m (2007, £4.7m).

Intgrest in joint venture

The Group has a 51% ordinary share capital interest in a jou vemure PPHO Limited. a company that is incorporated and trading in the United Kingders,
whiose principal aclvily is that of a property company. The joint venture is account=d for under the eguily accounting methed. The direclors have made 2
iull provison against the carrying value of the mvestment, as at the balance sheet date the value of the mvestimeant was assessad (0 have bean substantially

imparred due 1o the dillicultees faced by PPHO Limied in adhering 10 s exsting finanding covenants,

The Group. whilst helding a 51% hokding in the ordinary share capital of PPHO Linwiled, holds

ol a contraclual agreamant 50% of the voling nghis
attaching to that company, thereby giving the Grisup joint control.

2008 007
£m £m

MNon-current assets 189.0 185G
Current assets 6.7 57
Current liatuliues (189.5) {1907
Share of net astets 6.2 445
Provision for impairmient {6.2)

The Group's share of revenuss and w<perses of the jort venture 2008 HY©7
incfuded in the income stalament s presented: €m m
inzome 12.7 1.8
Erpences [10.5) {10%
Prowsion for impairment {6.2)

Inzome 1as evperse - {014y

(4.0) 08

Reconciliation of movement in interest in jeint venture

Em
Interest in ol venture at 31 December 2007 440
Srare of profit aker incoma tax expense 22
Proemann formparrment (6.2)
Intzrest i joint venture at 31 December 2008 -

70
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Interest in joint venture (continued)

The man-cuarant asiats shown above relate 10 propa tas beld at original cost Lo the jot venture, An indicative valuation performed oni th2se properies n
Apnil 2008 indizated that at that date the value of these properues o the Group was £173.6 million. At that tme the joint verturs bankers informed PPHO

Linvied {the ot venture holding company that it was in cefauly of this bank facility 1oan Lo value ¢

evenant and on s basis the entire banking debl has been

st 25 current in 2008 and 0 the comparative yearn

The disciors of PPHG Limned have conduded ihat as a1 31 Decentber 2008 the canying vakie of the properties shown abave 15 mpared howaear no

sument n respact of this smpairment has yet bean finally agreed or adjusted for i these accourts. The directors of PPHO Limited have decrded 1o fingbez

e ancounung entnes for the jont venturs at the relevant ume when finalisng discussions wath 1ts bankers to resobe the toverant default,

v e caneyving value of the Groups investment m thie joint venture has basn fully inpairad in 2008 on the grounds that the direclors <

IeLnent 1o Ze imoaired due to the difficulues faced by the ot venture 11 adhering 1o s €aisting Bnancing covenants and a uch the actual booking of

ary imparment within the joint venture acsounts will have nc fiarther impact on the Group financal sistements,

FPHG Limied

barrevangs secured onoits land and buldings

At 24 Decambes 2008 PPHU Limited has no coniractual capital commnme

Inventories
2008 207
£m Lm
New and used vehicles 5175 5923
Cerignment veficles 96.2 417
Vehicle parts and other imeentones 421 523
655.8 7BeS
Inventones recognised as an expense during the year 3,553.2 43141
Ivventonies stalad at net realisable value 2318 07
Canrrying value of invenionies subject to retention of ttle clauces 564.8 408
Diving the year £25 Im was recegrised as an expense in respert of the write down of invenlones (2007 £0-4m credit).
Trade and other receivables
2008 007
£m £m
Trade recewablas 649 1153
Adlowance lor doubtisd debls {1.0) {0.5)
63.9 1158
Other receivables 57.3 778
Frepaymeants 124 123
1336 2059

A anounts are due within one year

20

2t trade recenablos held by the Group 2t 21 Derember 2008 was £43.9m (2007 £115.8m). o trade recenvables rave been lassficd a¢ freld far sale

G7 il

The average credit penod taken on sales of gocds 15 29 days (2007 124 days) Plo meerestis charged on tade receivables. The Group makes an impairment
prosdsicn for alf debis that are considered unlibly 1o b2 collecied plus a proparucn of 2l debts over 120 days past their due date. At 3| December 2008
wrade receivables ars

hown net of an allowance S impairment of £ Jm {2007 £0.5m). The expense recagmised for impairment losses during the year
weay LA (2007 £02m).
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Trade and other receivables (continued)

Fezlcire grarim v Ny customar crechit terms 1he Droupn uses extermal cradiv sconng svilem secs ihe potential new custesmers oredit qualiy

gefines credi bty by custorren These bmids and crodit weriness are regulardy reviesed ang use 1s made of monivenng zlerts prowded oy the prowders

of the crean s

yetens, The Group has 0o customer that represents maore that 53 of the il salance of rrade receivables.

The agere ol trade recenables at the reportng Jdate was 2008 007
£m £m

Mol past due 370 84

Fast dun 030 dre 149.2 251

O
Paul due 31120 days, 86 100

Pastdue 120+ daye subject 1o impainment 21 09

64.9 [RE¥]

Ivpanmsra 1.0} 05)

63.9 1158

in the allyyancs formpairmanl in respect of rade recrvables 2008 Y
weas a5 follows, £m £m
Ralarce a1 | January 0.5 3

Uuhsation 0.1)

Expranse recocmised 08 02
Balance at 31 December 1.0 05

The directors conuder that the carrying amount of trade and other receivables approsmates (heir far vaive

Trade and other payables

Trade pavables 639.4 7333

Consgniment vehicle habilities 96.2 ey
Favreasts recerqed on aceount 8.2 150
Cther taaion and 5004 security 93 HI

Aceruals 169.4 1997

Asat 31 December 2008, the autstanding commitment to purchase ex-contract vehicles thal were not supphed by the Company amaunited 1 £l
(2007 £7 6} Expected losses i respect of thes2 commitments of £nil {2007 . £2 6 includad in accrsads)

Interest bearing loans and borrowings

MNon-current liabilities

Usezured bank feans 3147 1852
Lnsecurad loan notes 148.9 1050
Frsance lease liabiliies (see note 26} 486 70

Current liabilities

nsecurad bank loans 789 5.1
Unsstured other loans - 40
Finance lease lizpdtties (ses note 26} 33 27

822 A8

Flate 18 sets oot

he maturty prefile of non-current laltes,

72




Pendragon PLC

73

Annual Reporl 08

18.

NOTES TO THE FINANCIAL STATEMENTS

Continued

Financial instruments and derivatives

Financial risk management

The Group i e/pssed 10 the fllowang riks from e wse o inandal nstruments.

Funding and hauidty msk - the risk that the Group waill not be able to meet its financial abligatians as they fall due.

Credit risk - the mek of financal loss 1 the Group on the falure of 3 customer or Counitrparts 10 meet 15 ehligatans 1o the Group as they &l due.
N

FMaikCl nev - The MIsk that changes i market prices. such as interest rates and fercign eschange rates, have on the Groap's firancial perfermance,

Crue w3 sigmificant changes in the ecenormic chimate expenenced in the vear the Group has increased s %ocus on managng credit and hquidity visk, The

raain actons the Group has taken have been to reduce credit tenms 1o customers. reduce stecke of vebicles and therefore the related payment obligation

and increasec focus on working capial manggement, The Group's quasttative exposurs 10 these risks 18 explained througheut these fmancial statemernts

wilsl the Group's obectves and management of these risks 1 set out balow,

Treasury policy and procedures

Group treasury rmatters zre managed within policy puidelnes set by the Board with prime areas of focus being liguidity, interest rate and foreign exchange

nanaal instranents are wubsed o reduce

2eposure. Management of these areas s the responsibibity of the Group's central treasury function, Dervanve

erposure 1o movenents in forewn exhange rates and interest rates. The Boad does rol permil the speculative use of dervatives.

Funding and liguidity management

The Group s financed pamarily by loan notes. bank loans. vehicle stocking aredit Iines and operaung cath flow. Committed facliwes have a range of
maturitias, are mamtaned al levels in excess of planned requirements and ae n addition 1o short term uncominitted facilities that are also awailable o the
Grougs,

Fach business sithin the Group is responsible Tor 15 own day 1o day cash management and the overall cash positcn 15 monitored on a daily basis |

Group Ueasury department. Where our overseas subsidianies borrow 192 fund their Dusinesses they do so independsntly o7 and withnut recourse Lo the
UK parent cornpany. Liquedity rsh of the Group has sigmificantly increased i the current ecanarmie cimate and, consequently the Group has refinanced 15
sel out below undter "past balance sheet events” and in the operational and business review on pages 21 15,

Interest rate risk management

The objective of the Group’s interest rate policy is 12 mininmise interest costs whilst protecting the Group rom adverse moverments in interest rates.
Borrevangs 1ssund at variable rates 2xpose the Group to cash-fiow interest rate risk whercas borrowangs 1ssued at lixed rates ¢ <pose the Group 1o far
value interest rate risk, Tne Group does not actively manage cash flows interest rate rek an e Board ehieves that the retall sector in wheh the Goougs
operates provides a natural hedge aganst nterest rate movemerdts, Conseguenty. it s Group policy to borrow on a flatng rate pass and all far value

intcrest rate risk arisng from fixed rate borrawings entered nto by the Group s managed by wwaps imo floating rate,

Interest rata risk sensitivity analysis
As al of the Group's borvowings and veincle stocking credit lines, after taking inte account the effect of swaps, are fllsating rate instrumerts they nave 2
sornttivity to changes in rrarket rates of imterest, The table belows showe the effect of a 100 bass ponts change moimtarest rates for floating rate instruments

autstanding at the coriod end, shovang how profit or [oss would have vaned in the penod on the assumpton that 12 instrurnent: at

penod end were
outstanding for the entirs penod. Although this sensitivity anatuses is merely illustaties 1t should be noted that interest rates varied duning 3008 by 15 much
as 350 basis ponts
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NOTES TO THE FINANCIAL STATEMENTS

Contnued
Financial instruments and derivatives (continued)
Profit / (loss}) Frofr /
2008
£m
104 brs mirease (7.5}

2.1 1

(5.4) G

140 bips dec 15 163
Tan (2.1) {3h
Effest on nat asets 64 71

Foreign exchange risk management

The Group faces currancy sk in respect of B8 net 4ssets denominatad i currencies other than siering. On iranslauson inte sterling move 310 CUITRNCY
The Group faces currancy 1 aspecl of ks net gsset ominatad 0 currencies other than siering, On iranshibion inte sterling movenents in carrancy

wall value of Uese assets The Group's policy is therefore to match, where possible. net assels in overseis subsidianes which are denonvnated na

foreign currency with borrowings in the same curreney, Smilarly whiers the Group borraws in z foragn currengy to inance assets denorminated i sterling
the borrowings are swapped ime sterding, I fine with these poticies the Group has swapped all of ds fixed rate lean nosen deaominated in US dellars imo

floating rate sterfing and has borrowed USD 5G.0rn {3007, USD 50.0m} against s net ass=ts held n overseas subsidiaries,

Credit risk management

The Group s exposed to crodit risk primacily n respect of ts trade receivables and finanoal assets, Trade recenvables are stated net of provision for

esumzled impairment loss=s Esposura 1o credit sk in respect of rade receivablas is miligated by the Group's policy of anly pranting credit o certwn

customers atter an approprate evaluation of oredit risk. Credit nsk arises in raspect of ameounts due from vehicla manufacturars i relation to bon and

warranty receiaables. This risk is mitigated by the range of manuizciurers deahl with, the Gioup’s procedures i effecting umels collection: of amcunts dus

and managemeant’s behel that it does not ax<pect any manulacturar (e il to meaet its obligatiors, Financial assets comprise cash balancas and assets ansing

fromn transactions involving derivatrve financial mstruments, The counterpartics are banbs and,

23pite the current econonud cadmans. managernenit docs

not e <pect any counteroarty 1o faid 1o meet #4s obhgations, The maarnum 2xposurt 1o credn sk 1s regresented by the carmang amount of cach fimancal

asset, including derwvative finandial nstrurnents,in the balance sheet

Capital management

The Boards pohcy s 1o maintain a strong caprial base to mantan narket confidence and to sustan the development of the business. whist masersing the
retsn on capital 1 the Company’s shareholders. Under normal conditions, the Group seeks to achieve 2n mncreacs in eamings per share giowth of RP +
H¥% per annum and increase dividends each y2ar. The Group atlernpls 1o mainlein an oplimal balance between borrowings and equily and seebs a deblf

2auny rata of between 70% and 100% under normal rading condiiens. Due 1o the ectreme changes in economic cimate. the Group has Dees unable

W achieve these objectives far 2008, After tax return on equiy for 1008 was (70.0)% (2007: 12.7%). Durmg a dovnrtan in the UK ecanomy the Board

mnitercis 10 racuce debt by applying any surplus cash against 15 borrowangs rathar than to buy back shares or pay dividends.

The Company has Irom time o time repurchased its own shares it the markal and cancalied them. There is no predetarmined flan for dong b

aithGugh

the Company has pormission fram sharchelders 10 buy back up to 10% of its equity at any one time. The Company may use profits made ¢n surplus

property sdles 1o purchase its own shares and cancel therm in order to promete growth in earnings per share, or to satisfy share ncenuves ssued

employnes of the Group. The Company ancourages ds employeas to be shareholders of the Company with the provison of a sharesave schame as an

ali-employee share scherne Lo being one example.

Certan of the Company's subsidianss are required to reaintain issusd share capital ol leveds 10 support capial adequacy under Firandial Services Authonty

(F5A) requiements The Company ensures thase requiramients ars mes by inertions of equity 16 the subskiianes in question, when requirsg.

Fhere wene no changes in the approach 1o the Group's capital managemant in tha yaar
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148. cont

NOTES TO THE FINANCIAL STATEMENTS

Continued

Financial instruments and derivatives (continued)

Accounting for derivative tinancial instruments and hedging activities

The Grous nolds deavative financial instruments 1o hedge currency and nterest vishs arsing from s acernies. Denvatvr financial nsy uments are measurtd

At far value at each balance sheel date. Where a derivaive financal mstrurnest hedges the changes m far value of recagnised assets or habilities, any gan

o loss s revogrisad n the income slazement. The hedged tem is akso dated, separatsly ram the decvative, 2t far valug in respect of ihe nsk baing heages

G3s also 1ecognsed in the income statement. This will result n variations n the balance sheet veluae o7 the nedyed stens and the clfsetting
devratives as the market value fuctustes. The fax

valug of denvatives and hedied sems 1s the estirmated amount recenvable or payable (o 1erminate the

contrazt deterrmned by reference 1o caleelations provided by financial instnutions ushang marset pnces prevailing at the balance sheet date,

Hedges

Fair value hedges of interest rate and currency risk

The Group classifies it rderest rate and Currency swps as fair value hedges and states thein at far v

ke net far value of swaps used as hedges of
e Group's LS and GBP loan notes 15 et out below:

Assets  Liabilities Assels

carrying carrying CATYINg
value & value & value & 3
fairvalue  fairvalue  far value  farvalue
2008 2008 2007 2007
Faiv value hauige £m £m £m im
Currency and mterest ewap (USD | 10m / GBP. lined rate to fioaung ratg) expinng 2011 218 - - {34)
Currengy ana imerest swap (USD 67/ GEP:Ni-ed rate to floating rate} e pirng 2014 15.5 - - [OA))]
Interest vvap (OBP 17rm: fned rate 1o Noating rate} oxpinng 2014 14 - - [{UAB]
Tortad iss - - (56)

All derwative finandial instrument assets and habikbies are non-current. The cntical terms of the derrvative financial nstrument and the hedged cem match
{re. currency notionad amount, and tuning of rate resets and payrments and therefore changes it the Tan value attributable 1o the risk being hedged ae
erpected 1o be offuct by the hedging dervatee financial instrunient, Changes in the faw value of the risk being hedged. boing <hanges n the faw value of the
laan notes, amaunted 1o £43.9m, which was offset by changes in the fair value of the hedging derivany

- Franoal imstrument of £44 1m,

Hedges of net investments in overseas operations

Included within bank barrowings are balances denominated in US dollar which are designated as a ne

2 of the net mvestment in the Compary's US
sibsidiaries. The agaregate fzw value of thess borrowings was £34.7m at 31 Decamber 2006, Foreign exchange losces of £2.5m on wanslanen of the

borrewings Lo sterling al the balarce sheel date are recognised within the transtation diffarences reserve in sguily, net of 2 .

ge gains of £8.2rnin respect
of Ihe net nvesiments being hedged,

Cash and cash equivalenis

Bank Lalances 2nd bank overdrafis set out below are stated net of legal nights of set-off resulting from posleg zrrarqements operated by indmdual barts

Carrying
value &
fair value [ value
2008 2007

Em m

Bank halarces and cdash equivalents 154.6 518
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NOTES TO THE FINANCIAL STATEMENTS

Continued
Financial instruments and derivatives (continued)
Borrowings -
\_.as'\';-mg
Carrying Fair walue &
vatug value  farvalue
2008 2008 it ol
£m £m Im
INoe-currant.
Bank bor cwings 147 280.1 185.2
505 WSO HD millica loan notes 2011 792 8.2 544
5.95% USD 67 mullion loan notes 2014 51.0 51.0 133
5 95%% GRP 1T millon loan notes 2014 185 185 169
foan notes 0.2 0.2 0z
Finance Ieases 4.8 48 70
Teatal pon-curent 468.2 4336 2972
Cunvent,
Bank horrowinzs 789 70.2 75
Finance leases 33 33 27
Crher inane - - 10
Total borrowings 550.4 507.1 3750

In arder 10 calulate the fair value of the floating rate herowings the affective interest rate 5f the rencgotated bark borrgwings {see post balance sheet

cvents below} has been applied 1 discount the cashilows of the borrewings esisting at the year end. it has been aysumed that the efecuve interest rate

of the rencgotiated bank borrowing would not be sgnificanly dfforent if negotiauons had been compleie at the year end, The effective interest rates for

all borrowngs after taking Inte accourt dervatree Nnanaial mstrumenss are all based on LIBOR. for the relevant currency, France feases are effectrcly helg

at fized rates of «

wterest within the range set out Below, Infornsation regarding classification of balances and interest, the range of mterest raies apphed in
the year 1o 31 Deacernber 2008 and repricing pericds, is sel out in e table below:

76




[*23
(=
o
5
=Q.
8
n_
=
B
o =
a <t

18. cont

77

NOTES TO THE FINANCIAL STATEMENTS

Financial instruments and derivatives {continued)}

Camying
value
£m

Casefation

Interest
zlasafication

Interast rate
range

Continued

Effect of
e s DR

Rapricing
perod

Bank palanca:

Barih ¢riards

el Cash equealents 1546

Arngrirad cost

Arncetserd cont

zisd
L

Floatirg

-~
hS
Floating G2P

£00% - 5.50%

20075 - 650%

6 rnonthe o less

A mongs o lass

1545

Borrowings

Ploan-cunent.

Bank tronrorsargs 200
Bark borrenadngs uz
Aeb2 LIS HID milion loan rotes 2011 782
otes 2014 510

L85 GEF T milen loan notes 2011 185

BS54 USD A7 mulhon doan

Otherigan notes 02
Finange loases 45

Armnarirad fout
Arnctised o5t
Fai vatlue
Fair value
Fairvalue
Amcrtised cost

Amortised cost

Fleatng GEP
Foaurg LSD
Fixed LSO
Fined USD
Fived GEP
Flaatog GAP
Fixed GBP

L6 - Fbd
28455 -0 15%
565%

585%

H0570

1250%

529%-7.15%

and cuvency nterest raie
LwaEPs range

ma VA

Wi na

niz ¥4

Wi ria

Floating GBP H52% - 943%
Fleating GBP 8300 - 9205

Flesating GEB&* 2 - B
i wa
nfa na

6 rnoniths o kesy
& montns or less
& months or less
b ronths o kesg

& rponiths O less

K]

e A

Total Fon-cursant 4682

Cuerenit.

Bk o twings 5.0
Bank Dorrowirsgs 138
Faance leases i3

Arnertised cost

Armortivad cost

Armartised cost

Floating (GBP
Floatng LSO
Fived G2P

166% - 78 1%
330% - 695%

549% - 7.15%

na wa
A (]

s Months 3

S rranths o

Toatid borow

8604

The carrying zmounts of the Group's Borrowings sre denominated in the following currenciss:

2008
£m

Pound starting

501.8

LS dollar 438 2532
550.4 37990

The maturty of non-cument bomowings 1, z2s lollows:

Batween ane and two yrare
Betwean twe and five years

Orver frve yrars

3147
80.9
726

488.2
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NOTES TO THE FINANCIAL STATEMENTS

Contirued
Finangial instruments and derivatives (continued)
has tha Moflowing undrasn borrewing faglities 2008
£m
Expirimg in mare than one year bul not mcre than teo veirs 155.4
Enpiring i mione than two years - 294,

]
155.4 2943

The Group mas a £510m cradit faahty, 2/pning as 2ot out delow and U0 and GBP loan actes espinng 301 1201+ Both are subect 10 coenants vk

respecl 10 ceptf EBITCA and fined charge coverage.

Term Lsan Eniry £m
June 2009 200

December 2009 20.0

Juna 2010 206

Cecamber 301G 1006

Toral wenm loan 160.0
Revolang cred December 2010 350.0

5100

Post balance sheet events

[

& 1o the abnormal trading conditicns experiencad it the year covenants due 1o be measured at 31 December 2008 in relabon o the £500 million
cradit facility and USD and GBP Inan notes were deferred at a cost of £29m.The ful £25m should undar 185 39 be capitalsed and amortsed over

the semaining life of the Toan wsing the effectve mterest rate method but has been crpensed in the current year mcome statement given the refinanding

vithes undertaken as desaribed below,

The tOroup has unce besn refinanced and on 30 Apnl 2609 new lozn agreemerits restructunng the exsting loans and loan notes have been made a:

fCllorers:
Term lean Expiy date £m
Jura 2009 200
Decamber 2009 200
Jure 2030 200
Cecember 2010 200
Jume 2011 200
Deacember 2011 200
Aol 2012 0.0
Total term Woen 200
Farealdng credit Bacility Aort 2043 2100
4200
Fair vaiue net
Fair value at of swaps at
Lizan nod2s Expiry date 31 December 2008 31 December 2008
5 65% US0 HO milhon loan nates 201 | Aol 2012 792 576
57 raillion loan noes 2014 February 2014 51.0 35.5
535% GBP 17 million loan notes 2014 February 2014 185 17.1

148.7 110.2

The nolders of the 2014 loan netas have an opugn (o require payment in Aprll 2012,
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Financial instruments and derivatives (continued)
Terms of refinancing

Margin

calving credit faalily, 3.25%, an increase of 2 35% over the margn currenty payalis.
ynEted loan notes: a new coupon of 3.310%.
EF denominaied lnan notes. a newy covpon of 9.2858%,

Botn of these now coupon rates reflect a blended increass n margn over that currently payable of 2.50% after talung into account the new mMatu

ATOITLTEnt

ae i respect of undrawn anounts s payadle at 1.625% of the undraan amount

Restructuring fee
1% of he total conumitments (term loan. revebang credit fadility and loan notes).
Warrants

5% af the 1seued share capiial a1 30 Apedl 2009 phos a turther 259 consaquent on shareholder approwal (or ot

equivalen:

e earher of rmatarly or repayment of facilities),
Success and siabilisation fee

AL sach anniversary of the faclity agreernents, 1% o the commitments al that date. pavable in cash ar shares of the Compary, or L25% 0f setdement
deferred.

AL repayment or maiurmy. e of the commitments at that date pro-rata for the perad of ume elapsed between the linal arniversary and she date of
repayrment or malunty, pa

able in2ash or shares in the Compary:

A matuty or veparmens, 250% of the, conantments at that date, payable in cash or dhares i the Campany.

The estimated cost of the restructuring fee, varrants and success and stabilisation fee wall be capitalized from Apnl 2009 as part of the fadility batince and

are 1o be amoriised over the life of the loan using the ellfective interest rate. Total estirmated fess capitalised at April 2007 are £35m.
Covenants
The new fanihoes are subjest to covenants with respect 10 debt 7 EBITDA, abenlute 281704 and (red charje over

Security

Lan

The Groug has granted secunty over certain of s assets, not subject to any other arrangements. manly comprising property dedtors and certain vehicle

stocks. if secunty over thess assals had been granted at 31 Decembper 2008, the balarce sheei value of those assels would have bear £5-0m,

Professignal fees and other items expensed

Tenal profesucnal fecs of the refinanong were £8.3m whith have been expersed in 2003 as a non-recurnng e, Busting loan arrangements which ware
in glace ac at 31 Decemnter 008 have been ¢xtingushed in 1ull as part of ths refinancing exerosing, The effect of this on the 2009 flinanaigl statements

10
wall be iz

weogrise aloss n e income stitement in respect of all previcasly uramorined e, amountng to £1.5m

Financing of overseas businesses

Current pank barmowings shonvn sbove indivde a £23m faalty o

finance cur property nokding compan

worizrds and a LUSD 20m faclity useq

5
5
8]
_Z
q
5

Lo fund cur LIS usesses.
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Financial instruments and derivatives (continued)

#35 part of the refinancing, the follawng facibtes have been agreed

Currency Amaunt Espiry date Margn
Ilathesiands Fioatng GBS Earliar of Apeil 2012 or en demand 125%
() Flaating USD Earlier of Jub; 2010 or on demand 3.50%

The refinanced Tetherfands faclty resuls e annrezsed raren over that torvently pavable of 1.75%. An anangerren fee of |'s of tne commitrrarit s

L

s comrnidnent cven the ke, payalils aumatueity or repayiment of the taohite

3

preceanle b Aonl 2203 1oeath ol 5% of the yerage oulst

The vefinarced USA faclity results i an increase in margn over that currently payable of 115%, An arrangement fee of 19 of the commitment 15 aleo
rayablz at Apsl 20032,

Both facililizs are not subject 10 covenants bl secuaily Gvar aseels has been granted, mainly compnsing property, deblors and certain vehicle slocks

iincludad within the £540m guoated above).

Provisions

The: micvaments in pravisons [or the year ara as follows: Warranty B
service Vacant VAT
prewisIon  property  assesument Total
£m £m im £m
AL 31 December 2007 9.6 3! - 127
Irnpact of changes in discount rav2 - Q.1 - 0.1
Frowisicns made during the year 14 28 68 350
Preadsions used during the year (6.6} (12) - {1.8)
At 3| December 2008 74 52 2686 40.0
Nor-current 25 4 - 6.6
Current 4.9 b7 268 334

7.1 5.8

It
o
oo

40.0

The provisicn an warranty serdce contiacts selales to future reparr costs 27pectad agamst income recenad 1 advance, on products sold dunng the fast

o

three years. 1t is expected this expenditure wall be incurced within three years of the balance sheet date.

The vacant property provision s comprsed of the fulere cosis of vacated propertes. being pradomnantly future tease sommitments The prasent value of

future lease commitments s cakoulated using an 5%

iscount rate and assurnes that any sub-let properues will reman 5¢ umtil Lthe end of the sib-lease, it
15 expected thal the majority of this expenditure will be incurred over the nexa three years.

The provision ion VAT {ollows discugsions with HIM Revenue and Customs cver a number of isues ansing from the reatment of partal exempuicn with
he compares acguired wath Pep Vardy PLO supplying finance and insurance services and the VAT treatment of sales of vehides 1o certan disablec
custorners. The directors conmider that wll provision aeainst these VAT assessments is prudent. The tribunal for each case 1s evpected to be heard within

the ness twelve months (see alie note 3).
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NOTES TO THE FINANCIAL STATEMENTS

Continued
Called up share capital
Number £€m
Autivansaa chares of 5peach at 31 December 2607 and at 31 December 2008 800,000,000 40.0
Alloted. called up and fully paid shares of 5p sach at 31 December 2007 and 31 December 2008 5£56,027.350 28

e arainary shares wers wsued dunng the year

e nolder s of ordinary shares are eottled Lo recsive divid

sads as declared fom lre Lo bme and are enutded 1o on

Coompany, Allshares rany squilly with regard o Lhe Cormpany’s residual assets
Capital and reserves

Foeonciiation of mowmoment in capital e reserves

1@ par share at meetngs of the

Capitad ‘ restaled & reswated ¥
Share Share redemplion Otrer Trarslanon Retamed

captal  prenuoem resnrye SANINgS Total

irm im tm £m im £m

Balance at 1 January 2007 328 L68 25 Fim a3 2016 3080

al recognised income and expernse lor 2007 - - - (0.5 A0S 80.8
Diviclends, - . - . . (25.4)
Share ased paaneants - - - - - (i.0} {1.6)

Disposal of own chares in share (rusts - - - - - 10 1.0
Acopunsition of own shares in share trusts - - . . - (1.2} (1.2}

Balznce at 31 December 2007 as previously stated 38 56.8 25 124 (VB! 2353 396
Elfect of changs in accounting palicy on adopton of IFRIC 14 = - - - - (3243 (32.4)

Balance al 31 December 2007 as restated 322 555 25 124 {Q.4) 2009 307.2

Batance at 1 January 2008 328 568 25 128 (- 028 307.2
Total recognised income and expenss lor 2008 - - - - {1.3) (1814 (182.7)
Diadends, - - - - - (15 (15.9)
Share bazed payments - - - o2 0.2

[iepasal of v thares in share trusts - - - - - Q1 0.1

Batance at 31 December 2008 328 568 25 124 (1.7 59

108.9

¥ Sea change of accounting pehey - naie lac.

Capital redemption reserve

The capital redemption reserve has ansen followang the purchase by the Company of 17 own shares and comprises the anicont by which disinbutable

profits were reduced on these transactions = accordance wih Chapter Yl of PartV of the Companies Act 1985
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Called up share capital

Other reserves

Crber resarees compaze the zmount of demerger reserve ansing on the demergen of the Company from Williams PLC in 1989,

]

at 31 Decemnber 2008 was £0.3m (3057, £7 2m), being 1980

The mariat walue of the invesiment in the Company ' gvn sh

{2007 304m) shares with

a normnal vikee of Sp each, acquired at an average cost of L0040 exch (2007 1 £0.44). The amounts

romn retained eamings Br shares held by

ESOFP wrosty v 3 December 2008 was £5.0m (Z007: £8.Im). The invesiment in own haras repre.e 2 lh Company held by Pandragon Quest

Trustes: Lemited and lvestec Trusl Gueinsey Limiled {emplovee share ownérstup trustsd which ray subsequently be awarded to executive directors and

cu—vyxlr-vpts'J
SIDCYLe

a

ke Pandh agon TH5% Approved Execotve Share Jotion Scheme, Pendragon 1999 Unapproved Executive Share Option Scherra and the
drapon Shares

r—
1958 P

2 shares gwned by the trusts, the purchase of which were fundad by wierest iree loans 16 the trusts from Pendragon PLC, are waved, Al

ey penses maated by the tusts are settled divectly by Pendragon PLC and charged in the ace a5 ncurred,

The trusts are regarded ax quast subsidianes and thewr assety and results are comelidated into the financal staternents of the Group,

Translation reserve

The wanalation resecve cormprisas all foreign e«change dilferences ansing liem the mransfaticn of the nelinve

enl i foreign oparations as well as from

e ranslabion of

iliies held to hedge the respective nel investment in foreign operaticns.

Dividends

Em £m
Ordirzry shares a
Final dividend in respect of 2007 of 2.00p per share (3006: 200p) 12.7 137
Interirm dividend in respect of 2008 of 050p per share {2007 2.00p) 3.2 127

15.9 254

The Board is not recommending a Ninal dividend for 2508,

Dividends on the 19.8m shares held by Pendragon Quest Trustees Linvted and wvestec Trust Guernsey Limited are warced,

Business combinations

There weare no business combinations made during the year

Dwring tha previous year Busness cornbmation: were made with a net cash outliow equalling the far valug o conaideration of £16.3m.

Fo business combinations have baen mada batween the balance sheet date and the date of this repers.
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NOTES TO THE AINANCIAL STATEMENTS

Continued
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24, Business disposals

MNel assais at date of disposal Net book valua
£m

.Pr e 43

ant wd eguips

i€ Assets - soodwl 08
Irveesionies il
Trade and ctrer ecayablog 0

ade and L pavables @3

Frofi om sabe of b 9

Prezecds on sale sausfied by <ash and cash squivalents 77

o cash

disposed as part of any business disposal during the year

Frooe

noale saushicd by <ash and cash e lents for the previous pensd was £20.600,

25, Cash and cash eguivaients

Em fm

Bank.

ancas and cash eguval

5 154.6 P

Cash and cash equralents in the statenien: of cash flows 154.6

26. Ohligations under finance leases

Minieviin
Yense payinBNG
2007
£m Zm

Areounts payable under finance leases:

Within one yesr 37 34 33 27
a3 5
13 i4

In the second 1o Db voars indusive 38

o~

After five years 6.3

138 8.2 73 9.7

Aire finance charges (5.9) (B.5) -

esent value of lease oblgations 18 g7 73 g7

Amount dus lor seltlemertt within one year 33 27
Amouri dug for settlerment in over one year 4.6 70

78 g7

shligaticns under finance leases comprise certain items of plant and equipment, the awrage lease term of whuch it to three vears and

vt propecties on long term leases with z lnace tarm of between 59 and 24 vears. The effective interast rates are shown in note 13 above. The Group's
oblz,

ons under finarce Jeases are secured Dy the lessors’ charges over eased assets.

All teases are on a fixed repayrnent nasis and no anangements have been entered inio for contingznt renal paymeris.
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28.

NOTES TO THE FINANCIAL STATEMENTS

Contimued

Operating lease arrangements

The Group as lessee

Althe Balanre sheet date, the Group ad cutstanding commitments for e minmum lease payments under non-canceilable operaung leases, which ik

due as folloss,

2008 2087
£m L

433 483

In the secona to fith vears inclusie 165.58 1z

Aoy Mve e 6929 &

6
0.7 7873

The Group fexes 2 sumber of properties. the majority of which are motor vehizle showicoms wth werksho

d parts retanl facilities, vith varyng lease

pencds. Mone of the leases nclude conlingart rertals, in addition there ara other leases

respect of item

lant and equiprent which includas the
rental of motor vehicles hired for short Lerm usage tepically as courtesy ors.

The Group as lessor

Properyy ven

wome earned during Lhe year was Z09m (2007: Z05m). Mo continge

ware recognised noneome (3007 i), Tre Grixup

currently receives rantal income on 2ight proper ties on chort tarm leasas.

A the bala

: sheet date, the Group had contractad vath tenants for the ollowing future mins

11 leane payme

Em Im

Within one year 1.2 07
In the second 1o fifth years inclusive 47 w0
Atter five yoars 6.4 il

2
123 15

I addition, the Group s a leasor in respect of vahicle sales with committed rapurchase termsa, Thers are no luture niinimurm l2ase paymeants outstanding

Employee henefits

Share Schemes
The number and weighted average exarcise pnces of share options is ac fofiows:
Weighted Number Wesmpited iNumbser

average of average of

axercise options ExRCER options

price millions milliars

2008 2008 2007

OQrstanding at beginning of perod §0.43p 176 &887p 3
Lapsed dunng ihe pariod 66.34p 7.3 99.32p {5

Exercned during the periad 23.47p (0.8) FA3p {1.7
Grarae diring the penod 10.39p 8.4 - -

Ouastanding ai the end of the period 38.85p 159 043 174
Exerosable at the end of the penad 42.60p 6.3 2584p il

The opticns autslanding at 31 Cecernber 2008 have an exeraise price i the range of 102 pence to 15016 pence and 2 waighted contractuat life ol siv and
ahalf vears Adlshave ephions are sattlad in equity

Flaemznts e the murber of oplicns o acquie ordinary shares under the Group's varous share cpuon schernas, Logether with 2 rercise pricas and the

autstanding posion at 3 December 2008 were & follows:
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NOTES TO THE FINANCIAL STATEMENTS

Continued
Employee benelits (continued)
At H
Dixcernber
Schorne w007 Granted Evorrred Lapirad
I orone per [ate of gract denerpion Tdureben Mumiar M lumiar Ihunber
T March 2HE wa 1& Madh Had 17 bty 1992 Eracutve Stherre t0p 237 -
pl T Im e NI 2 Crfidrr 1935 16250 - - {106,250
T une TOB2 16 ) une SR 21 e (7Y 1997 Execilee el 13¢p | 250
2 March 2= 12 3 Hharth 231 S lasch o 1T Eoout o ohome 187p 244995 . - . ESE R
|y D kG 30 D eerber MK by 2063 1993 Sharesree Shemre P30y 63958 - - eB.Y%5; -
4 Mt TO05 1o, T Marrin JGER 2 Mach 30653 1902 Expcutan Scharz Iiep LLIR U
U= iy BER o 3 Hank 249 Mareh 2003 1973 fmcutae Shente F34p TS -
1 SO0E 10 3 Dt TURE | Jury U3 1598 sharazave Soterre 4kp 1382880 . . (1.379.345)
Il 2310 40 31 Drereboer 20043 | July #X33 1993 St Sheroes 246p 19,540 - (234855 {ERL3S
33 Septemles Juue 10 D9 saptomber JUET U Saptarrter M0 1992 Bxpotve Schem BN 424,125 - - {4778
i 1 1Y feptonber 2615 septurhaer S0 1933 Exertae Schema &ip } - - [EXEIRL U]
S errbec 102 ! Jury 205 1533 Shapesare Sherne 00t 1932375 . - (2.885.630;
Cievorrber 203 Ululy 245, 1993 Shinpsras Sohong Airdp 1516515 - - {16650 [
I uly 20170 10 3 el X312 | July X¥35 [398 Sharesaen Schense &0ip AEREDD - . {185.70) SRR
1ty 2005 1 3 Doacerrber HKQ | juy 2006 1930 Shars.ave here )3 hp 1343545 . - A
! Cecerrber 201} ity W06 1998 Sharmave Sherre 1306 13710400 : . 1ERH5)
G 31 Degendber )13 Pty 2% 1993 Shacesit: Sohen 1306y 500G - - {176.345; 18755
plember 200 10 19 September 3003 1% Saplamber 200E 1999 Exputyes St 1637 - £375 508 - {3000

[GECEETE)

* Faratiel grant

The share option aangzments scheduled above inciude a number of arrange:

5 granled belore 7 November 2002, The recogmtion and measurement

princigdes in RS 7 have not been applied to those gra

3 in accordanc: waith the ransthiomat proviaons of IFRS | and IFRS 2

O 19 Seprember 2008 options over 6,375,000 ordinary shares of bp were grasted pursuant 10 the 1999 Executive Option Schema at an exerqse rnice
ol 10.3%0 per share

The grants of share options under the |999 Scheme preccribed an earnings per shaie parformance enterion, 1is a pre-condition 1o the e-ercise of grants
made under the 1999 Scheme that the growth n the Company's eamings per share over the prescribed three year pened must exczed by at lsast 3 percent
por annum compound the annual rate of inflatien as shown Dy the RPI Indes,

(hER:

htad aeerage share price al the date of asercisa for share oplions exarcsed in the vear was 314 pence (2007950 penge).

The vesing condibong attaching to the 1998 Peraragon Sharesave schemes are that the option hokder myst be employed by the Group on the dats of

exardise.

All options are setlled by phsical defivery of shares.

The fair value of the sarvices received n return for share options 15 measursd by re

o the fair value of Lha options granted. The asumale of the far

vAlun

@ Seraces recaved in respect of share option and share save schemes s measured usmg the Black-Scholes optien prnong micdel The estimate of

we of servicss recened m respect of the Long Tertn Incentive Plan (LTIF txee Diaciors’ Remuneration Paport) is measured uwng 3 stochasbc

i;(om:_)r:,lm the diecount factor requred for the total shareholder retum performance condiion. The weighted average fair value of the

fate of gramt for those that ars outstanding at 31 Decembar 2008 11 | 4.1 pence (2007257 pence).
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Employee benefits {continued)

There viare nc sharesave options granied duning 2008 to any team membars The average assumiptians mput inte the models for aptions granted under

tha sk

resave schemag and LTIP wy each year were as follows:

1999 Executive Sharesave
Schemea Scheme
2008 007 2008 2007
MNumbar of share optons granted n year 6,375,000 - - -
G averags share price (pence) 10.39 - - - - H10330

AETADE BEAQTCISE PIRE

10.39 - - - - -
§7.6% - - - - 318w
30 - - - - 34

ted voletihty (%)

Lapacted his

Fusi free rate %) 3.81% - - - - 575
Expecied drdend yvield (%) 50% - - - - -

Expaciad:

olatdity weas detenmined by caloulating the histoncalvolatlity of the Company s hare price aver the cormasponding nictorical period. The expe
We used in the m

ccel has been adjusted, based on rranageament’s Dest gstimals, for (e elfects of waertise restricion: and Leam member urnover

Tha Group recopnized a wolal net espance of £0.2m related o equity-settled share based payment transactions (2007: £nil af which 2 credit of £0.3m was

s regpact

Pension obligations

The Group operates s« defined benefit pension schemes (ane of which has a defined contribunon section) which ¢losed 1o future benefits on 30
Saptembe:

2406 and employeas were offered membership of a stakeholder persion arrangement, The asset valies shown do not include those of the
defined contribution sectons, Actuaral gans and Iosses are immediately racognised directly i equrty: Actuanal gans and fosses are the difierences between

tails

actual and expected retusns on scheme assets during the year, erperience losses on scheme Habilities and the impact of any changes in assumpnians.
of the last independent statutory 2ctuarial valuation and assumplions are set out below by scheme.

screased its level of conlributions to all of the schemes. Four of tha schames have had formal actuarial valustions as at Aprk 2006 and two at

CAlthe ac

The Group i
& e actuaral valuations have bean ssuad under the UK Governmient's new Scheme Speaific Funding arrangemants. The Group has agreed

A 2

recovery plans wath e sir schemes whnch am o ebrminate the curent defioss over a five year period.

Pendragon Pension Plan

The Pendragon Penwon Plan « a funded defined benefit scheme with a defined cantrbution section. The last actuarial vakuation of the Plan was carnnd
out as at 5 Apnt 2005 using the proertad umt creds method, A2 this date the market value of the Plar's awsets relaung to the defined benefit section
way £1004m; these assets represented 71.8% of the value of technical prowsions (cecluding defined contribution assets). The main assumpnons used
for this valuation wers that the ann

2.5%-3%,

rate of return on e-isbing investments would be 5% and he annual rate of persion increases would be betwean

The Pendragen Pension Plar aswurned all assets and obligations of the Stripestar Paasion Scheme after it was merged on 6 Apnl 3007

The empleyer contributions paid to the delined penefit secuon of the Plan during the year were £5.8m. Based upon actuanal adwce,
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Employee benefits (continued)
CD Bramal Pension Scheme

ervion Stherne s a funded defined 3-:{';55}'( scheme, The last

al valustion wad <arned cut as at 5 Apnk 2006 using the projeced

At the valuation date, the m

as £27.6mthese assets represented 70.5% o vahze of tachrigal prowgsns. The

2 used for th

valuation wers

et on esisting nwestments would be 5% angd il rdle of penson moeases

2O

The ersphavar conty

juring the year were £1.9m. based upon act

Al

CD Bramall Dealerships Limited Pension Scheme

scheme. The actualal wal

The T3 Bramali Dealerships Lirmitad Fersion Scheme s a funded defined bane

Ao was o

viod outas at 5 A

.

e 65.57% of the value of accrued

using the rolected unit credit meathod. At the valuaton date, the market value of astels was £23 5y thase 2esats rep

o Ahis valualion were Lthal the annual rate of return on ex and the annud

SUPRPUONE uoe

1 INVesLeNts

zases waould be between

rplayar conteibutions pand 1o the Schema du

2 the year were £1 9m based upon ack

CI Bramall Retirement Benefits Scheme

mant Benefts Scheme 13 a funded define

0 has boes

market valus of assets

aCtuana

rimihesn gael

2 i the

ng defined comriunon avets] The

on was camed out as at 31 March 2005 using the prajected unit credit method, on date

delined berelit section was £5.2m; these assets represerted  87.2% of the value of the tac NS (€7

e 5% and the annua

2 of pension indg

onvere that the anrual rate of return on exshing inwe

The emplover comrinubions paid Lo Lhe Schame dunag the year were £0.5m, based uposn

advice

Quicks Pension Scheme

Thie Quizks Penton scheme = a funded defined penefit scheme. The last actuaral vak

an was carried out as at 3 Apd 2007 wing the projected unit

30 ad

esantad T of

wthod. AL the valuation date, the rmarket value of amets was £745m:t

2 3358l value of the techaca

Fais

ments would be Wi the annual rate of pensien incr

L Assumptions wsed for ths valuation were that the annual rate of raturn an existing inve

would be betweaen 3.2%-3.6%

Fhe eraplover contribulions paid to the Scheme during the year were £5.5m, based upon acluarial advice

Reg Vardy Retirement Scheme

7

30 Agal 2007 wung the projeriec

st aciuanial valuation was carricd

crecit mathod, At the valuatio

Jate, the market value of assets was L4040 thase

~hnical

| 51% of tha valie of the e

A bo

2LS rapues

FIAASIONS.

The mar assumpliens wsed for this val

ion were that the annual rate of return on exising invastimants wo 2% and tie zrrudl raie of persion

neresses would be betwsen 20%.

rivutons paid o the Scheme dunng the year were £24m, based upon actuarial advice
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Employee benefils (continued)

Stakeholder arrangements

2006, new Corerbunions 1o the defined con

ceetions of the schemes ceased. For the employess affecied the Group offernd
I

cantribuusns paid by the Groy 1062 10 the Stakenoldsr

i pdy conlrbutior

arrangement with Friends Provident. This arrangement was also made available 10 the smployees affectec by

=i

5 of the schemes on 30 September 24006,

arranwernant wers A,

IAS19 assumptions

weees af TAG 19 for all sohn e wes

2008

3.00%

n/a nia nia

gathl 3.20% * 120% 2.90%
6.30% 6007 5.20%

115% PNMAOD / 110% PRFAGD
YOB** me min 1% imp

IYOB < PASYC

* A full brea

e rates of increase 10 pensions in payment for the 31 Decernber 2008 valuation i as illows:

RPI to max 5%
RPIter rmax 3%

RPI to min 3% to max 5%

The sensith

h)

regarding the principal assumptions used w measure scheme halalties are set out below:

Assurnption Change in assumplion Impact on scherne liabilities
Discount rate Increass / decraase by 01%
Fate of infiation Increase f decrease by 0,15
The expectad lorg term rates of returs on the main assel dazses were: 2008 200

Equities 7.80%
Bonds §.20%
Cash 2.00% 5 00% 4.60%

The weaighted average espacted long term rates of return we

2008 2007 2306

6.18% 735% 7 66%

The overail expacted return Gn assets reflocts the directors’ long term vicw of

assal allocalion of the schemes,

o

The assumplions used by the actary are the best estimates chosen from a range of possible aciuarial assumpucns which, due 1o the umescale covered,

MY NG RR0ess

arily D2 Dorne out in pracice. The 1AS assumptions have been updated at 31 Decermber 2008 and differ from those used for the sarlisr

ndependent statutory acluarial valuations explained above.
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Employee benefits (continued)
= The marahiy table assumption implies the lolirsang expecied futur2 lifeime from age 63

2008 2007 2000

Years Tears Years
Malee aged 45 29 218 208
Fernales aged 45 25.7 240 239
Males agay 65 210 19.7 194
Feavales apsa &5 23.8 287 7

The tar value of the schemes assets which are not imended @ be reabsed in the short term and may e cupect 1o sigilicant change befare they are

reghived. and the value of the scharmes’ liabiliues, which 15 derved frorn cash flows projecuions over leng penods and thus inherently uncert

Scheme assets and liabilities

restated restated
2008 2007 06
£m £m m
Equilies 140.8 2330 2159
Bonds 100.3 738 589
Cash 10.2 105 20
Fair vakze of scheme assats 251.3 3073 25248
Progant value of funded defined benefit obligations {313.8) (3214 (3190}
{62.5) (138) (552
Adwssimant in respect ol minimun lunding reauicemant and ror-recognition of surpiug (2.9) (430 (i23)
Net liabilily on the balarice sheet {65.4} (588} (717
Mavements in the net {iability for defined benefit obligations recognised in the balance sheet
rectarad
2008 2057
£m £m
Net Hakility for defined benefit obligations at | January (53.8) VFET
Contribuuons recened 19.0 159
Income yecognised in the income staterment 4.0 42
Actuanial gars and kosses recognised in equity (n.n 183
Adjustment in respect of minimem funding requirement and non-recognition of surplus 421 (325)
I let habality for defined bonefit obligauons at 31 Decernber {65.4) {58.8)
2008 2007
£m £m
Actual return on assets {58.n 129
scied contributions in follewing year 19.0 185
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NOTES TO THE FINANCIAL STATEMENTS

Continued
Employee benefits (continued)
Total expense recognised in the income stalement
2008 2007
£m im
Currant sarace cont -
Intersst on 18.7 ¥}
Eepecied iets 22.n 2201
(4.0) (423
Thea 2-pensa s recogrused in the following line lems in U income statement:
2008
£m
Fimaree costs 18.7 178
Firancs income (22.7} (z2.0)
(4.0 4 2)
Actuarial gains and losses recagnised directly in equity
2008 007
£m £m
Cumulative amaount at | Jarnuary 21.4 {04
Fecognised during the panod n.n B3
Curnulative: arpount al 31 Decembar (44.3) 274
Amounts recognised in the statement of recagnised incame and expense {
2008 i
£m £m
Dilference between actual and erpecied returm on schame assets (81.4) {33)
E«perience loss on scheme labilnies {1.6) [{E¢)
Changes in assurnptions underlang the present value of scheme obligations 1.3 326
{n.n 283
Adustment in respet of ninimum funding requirement and nan-recognition of surplus 4.1 {325)
{29.8) (1.2
Changes in the present vatue of the defined henefit ohligation
2008 2007
£m £m
Openng present vilue of defines henefit abligation k74 R| 3490
Interast cost 18.7 178
Actuanal gans 9.n (374
Lass benefis pard {16.3} 18.2)
Closing present value of defined beneft abliganon 3138 3200

90
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28, cont

NOTES TO THE FINANCIAL STATEMENTS

Contnued

Emgloyee benetits (continued)

Movement in fair value of scheme assets during the period

Opermg far value of ass2ls
Evpeciad retam on wsets
Acianal losses on asets
antrioutons by employer

Loss henefits paird

307.3
2.7 220
{81.4)
19.0 189
16.3)

Evd of paricd

251.3 3073

History of eéxperience adjustments

restated

rasulec

2008 2007 2008 2005 e
£m m £m im £

Present value of defined berefi ooligation 38 320, 3490 3009 2455
Fair value of schems assats 2513 3073 2838 2165 In24
Adpustment n respect of minimurn funding reguirement and nonwecognition of surplus {2.9) {15.9; (125) - -
Dreliatin sehemes 65.4 588 777 204 802
Expenance adisstmients on scheme liabilines
Agmount 9.0 (37.6) (8 385 10
Percentage of :chema liabitities (%) {3.1)% RN (237% 1 2.5% A0%

Expenence adiustments on scheme assets

Amount

(81.4) (5.5 101 A &3
Perzentage of scheme labitities {%) {26.9)% (29% 2.9% 7% ERE

Related party transactions

Subsidiaries

The Group's ultimate parent compary is Pendragon PLC. A listing of all prinapal trading subudianes s shown watin ¢

Company an pages 98 and 89

Joini venture

The Grous has a 51% ordinary share capital 1terast in a joint venture PPHO Limited, whose prinapat activity « that of 2 praperty company

orcupies groperties cwned by PPHO Uimted and 15 group on short termn lzases.

During the year the

he finanuial statemenits of the

Tre Group

STOUR entered Mo transactions with it relaled party and fas bakinces outstanding at 31 December as folloves.

2008 2007
£m £

Rent paid (o related party
Proceeds of property <eld Lo related party

[anagzment fee received from relaied party

Amicunts owed 1o related party

Amieunts owed from related party

235 23

~

0.3

o
i
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NOTES TO THE FINANCIAL STATEMENTS

Continued

Related party fransactions {(continued)

Transactions with key management personnel

The key managen

wnl personnel of the Group comprise the executive and non-erecutive divectors. The details o the remuneration, long, term ncentve

plans. shareholdings, share option and pension enbiienients of ndmcual directors are in<luded in the Directors Remuneration Report on pages 32 to 3%,

Drreclors of the Company and their immeadials relatives control 5.72% of the crdinary shares of the Company.

Dunng the yezr kay munagement personnel compenzaucn was as follows:

2008 2007

£m £

Short wem emplayes benefits 1.4 17
Past-emplovmrent banefrs 0.3 e
1.7

Deferved Income

The Group =

zred Intd A sile and lsaseback amangament in Dacerrbar 2006 vath its |oint vanture Company

HO Limitend. in wihich a number of
properties were disposed of generating iowl proceeds of L2500t m. The arrangement eniities PPHD Linuled 10 lease back those properties to the Group

over g penod of 25 vears, & facior resulting in tha G

ol when

poreceiving a consderation in excess of the deemad fair value as al the date of dis

maeasured under an apen mar

% valuation i accordance with IFRS. The proceeds received were estimated 1o be greater than the far value of the
praperties by £17.8m and a5 required by 1AS 17 'Leases’ s axcess over fair value 1 defzmad and will be amortised over the pencd of the leases At 31

December 2068 the unamorused amount of the deferred incamie was £15.1m, all shown wathin nar-current basshtics, In addition, the leases include fired

rental increases Delerred income includes £-1.6m m this respect which s recorded wathin non-current habilities (2007 1olal deterved revenue: £21 im,
£0.9m rurvent. £20. 2 non-currens)

Nen-current assets classified as held for sale

The Group halds a number of freehcld properties that are currently being marketed lov sale which are erpecied to be disposed of during 2009,

[Clunng the year imparmeant losses of £11.9m on the remeasuremient of thase assets 1o the lower of ther camrying amount and theis value less costs to <l
were recognised in he ncame siatement within opeizting expenses (2007 £nil).

During the year non-cunent aseets classfied a3 held for sale diposed of realised a loss of £1.6m which s includeg on the income staterment under Othar
INCOME - yains on the: saie of businesses and propecty (2007: orofit of £6.8m),

These propariies form part of central sagment assets.

Accounting estimates and judgements

Estirnates and judgements are contnually evaluated and are based on historical exparmnce and othar lactors, in
e heheved

g expactalions of fulure averits thal

& 0e reasenabie under the croumstanies,
Critical accounting judgements when applying the Group’s accounting policies

Certam crivical accouniing |

errants n appiymg the Group’s accounting polices are described below:

Goodwill impatrment

The carrying vaiue of goodwll s 12

tzd annaally for mmpaement by using casn flow prowetmons for each cash generaing unit, These projecuons are dased
upon planned resulis for the next four yeas and cash fiows then projedted into perpetuty. An average discount rate of 13.3% 15 used.

92
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NOTES TO THE FINANCIAL STATEMENTS

Cortinued

Accounting estimales and judgements

intangible assets

Management undartool a review of Inlangiole ass=is

3t are partnent Lo the motor busness This i

fed consderation of custornar hisls, franchise rights,

trand, and cire inlangibie assets. The review concluced that for acquisitions undertiken ance | lanuary 2004 no imanaible acsets or rights had been

arouireed watl

Lhe encaplion & the value attaining to the order boak that ~asied at the point of acauisk

o,

Consignment inventories

Lensgnenans vehicles are regarded 35 baing aeflectively under the contral of the Greup and are included within wwentsnes on the balance she
2 B € ,

161 as the

Repurchase commitments

The Group enters into leasing arrangements wheredy it agrees o reparchase vericies fom lessees or provaders of lease firance st the end of the lease

2 -

agreamient, typically two 1o four years in the future. The repurchase price 15 determined at the time :

2 agraerment i< entared into based on th

13

estmate of a vehicles luture residual value. The actual value of the vehicles st the end of the lease rontraci, and Iherefore (he proceeds hat can be realr

!

frioim mventual sale, can vary materally from these astimates. Annual reviaws are undertaken 10 reappraise resdual valses and 1o recopnise imparment

wrle downs where necassary

Employee post retirement benefit abligations

The Groun has s defined benefit pension plans. The cbligations under these plare are rezognised i the balance shoer and represent the present walue
of the obiigaton calculated by indzpendent actuaries, with input from managenent, These actuarial valuations mglude assumptions such ¢ discount rates,

return on assets and mortality rates, These assumptions vary fom ume 1o time accarding 1o prevaling economic conditions. T 8]

Al of assumptions w

are provided in note 28,

Deferred tax

Deferrea vy assets and liabilies requare management judgement n determining the amournts 1o be recognised 0 particalan judgement s used when

ucl

assessing the extent Lo which deferved L1, assets should be recognised with consideration given 1o the tmmg and level of Lture ta, 2ble incoma,

Income tax

The actual tar on the Group's profits 15 determined according 10 complex lzws and regulations. Where the offect of these laws and regulavons n undiear,
esumates are used i determining the laoilty for the tax 1o be pad on past profite which are recopnised n the financial statements. The Group considers
the psumaies, assurmpticns and judgements ta be reasonable bt this aan invalve complex issues which may ke a number of vears 10 rgsole, The finzl

datarminaton of pror year ta< kabiiines could be different from the cstmates reflecied 1n the Minsncial staiernonts.

Value Added Tax

Tha Group i in discussion with Hi4 Revenue and Customs over a number of suss asising rom recent devrlopments in cine lrw, the treatmet of p

szl
eXEMELoN within the companes supphang finance and insurance seraces and the VAT trealment of sales of vehiclos 1o certam duabled custamers, Whilzt

the oulceme of these issues have still 1o be resolved. management have made an assessment as 1o the potendal fabilives thal may adse in the future.
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NOTES TO THE FINANCIAL STATEMENTS

Contnued

Subsequent events

Due to the abvcrmal trading conditions 2<perienced i the year covenants due Lo be measured at 21 Decem

facility aped UST

e 2008 in relaven te the £510m cradit
P GBP oan notes ware deferred at a <ost of £2.9m.The full £2.9m shoulC under IAS 3¢ be cag

sed and amertised over the remaning
life o the loan but hay been expersed in the current vear ncore statement yiven the refinancaing acteatias undertaxen as described below.

~mm

The Group has wince been refinanced and on 30 Agnl 2008 new loan agresments restruct

2 the espting Inany and loan notes have been made a5
follyas:

Tarms byan

Expiry date £m

june 2009 200

Deacernber 2009 20.0

fune 2010 200

Cecernber 2010 200

Juiz 200 2040

Decamber 2041 20.0

Ageit 2N 1 90.0

Totat term Io;':_ 210.0
Revokding cred fazility 2100
4200

Fair vatue at  Fair value net of swaps
Lcan notes

Expiry data 31 December 2008 at 3t December 2608
5.65% USD G million loan notes 2011 Apnl 20142 79.2 57.6
S.95% LSD &7 milion loan notas 2614 Agril 20312 51.0 355
5952 GBP 17 million loan rotes 2014 Apnl 2617 185 171

148.7 10.2

The terms of the refinancng are shown in detall in note 15,

Contingent liahilities

The Groug is in discussion with HM Revenue and Customs over issuss which may msult in addh

ional lapdiies 1o be recognised in future penads and
although these habilites, If any, could patentally be significant, L s not posaibiz at present to quarzilfy thern, Acsordingly nG amounts have baer ncluded

the 2008 fimanaal statements in respect, of these ssues,
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COMPANY BALANCE SHEET

at 31 December 2008

2008 07
£m £m
Fixed assets
IFfvestTests 850.6 9308
Lian 1o wibadiary undertakings 90.0 260
940.6 10209
Current assets
[abtge 57.7 234
Cash at bank and 1y hargd 26.0 325
a7 542
Creditors: amounts faling due withn gne vear (480.6) {23240
Net current Jiabilities {386.9) {5832)
Total assets less current lizhilities 543.7 4377
Creditors: srmounie {aling due after more than one yea {463.4) {29%m)
Net assets 80.3 IS
Capital and reserves
Called up share capivat 328 318
Share premurn account 56.8 368
Capital redernption reserve 25 15
Orthar reserves 139 139
Profit and koss azcount (25.7) 351
Equity shareholders’ funds B80.3 1421

Approved by the Board of Directors on 30 April 2009 and signed on s behall by:

T R

R

T G Finn

Chief Erecutive

0 R Forsyth
Firance Director

“re ~otes o

e e to $07 ‘20 part of wece Tranaad vatenenss




RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Year ended 31 December 2008

og
L]
(1 )
)

o
T 4
1A
Es
£ c
o <

Motes 2008 007
Em Zm

Loss for the Bnancal year {46.0) (195}

4 Deadends pad {15.9) (250

{61.9} {449}

Fuschase ol cran shires n shars trusts 0.1 10
B “O!J:ll Ol- W ghapes n shars osts

- [
Met redunciion (o shareholdars funds {61.8} (451}

Opening sharehalders” funds

1421 |H74
Clasing sharehalders’ funds

80.3 1424

“he coiec Or vk, o

oro cart of tnese
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1. Accounting policies

{a) Accounting convention The financial staternents have been prepared in accordance with applicatde | accounting standards using the histencal rost
coriention. The financial staternents have been prepared on a gong concern bass.

{b} Deterred taxatien Full provision 13 mada for deferrad tavation on Al timing differences which have ark
dale except as icllows:

v bt hava not revecsed at the balance sheet

(i} v payable on the fulure rermitte

ol the past eanings of subsidiaries 5 provided only W the extent that deadends fave been accrued as recevable
or 3 binding ayreement to distribute alt past aarmings exists:

(4} deferred tax assets are recognised only Lo the extent that it is mors tikely Lhan not that they wall be resovered.

YOI

Delaired tar is measured on a non dicounted Lasis at the tax rates that are expected 16 apoly 1 the periocs 10 whith the tmmg differences reverse, baged
o Lax rates and lavs substantively enacted at the balance sheat data,

{c) Financial instruments The Conpany hold: dermvative finanzial instruments to hadge currancy and merest risis ansng from its actvues, Denvatve
firancral instrurnents are recognised at far value, Any gain or loss on remeasurement is recognsed in the profic and 103s account. However the treatment
of gams or lo

sses arsing from derfvatives which qualify for hedge accounting depends on Lhe nalure of the hedged itarn itsell” The fair value of derwatives 1
the estimated amount receivable or payable 10 terminate the contract determined by reterenca to the m

arkel prices presailing at the balance sheet dale
I aceordance with s treasury policy, the Comparey has swapped iis fived rate USD fabilites it §)

ioztng rate GBP laultics by utilsing cross curency
iFLErest rate swaps.

Az permitted by Firandial Reparung Standasd 26 ‘Financal Instrurnents: Measurement’ these pelicies ware adopled or | Jancary 2005

sl hedges

here a dervative linancial nstruraent hedges the changes in fair value of recognised assats or habiktias, any gain or 1355 is recognised in profit and less.

The hedged item s alsa stated, separately from the denvatve. at far value in mospect of the sk beny hrdged with any gain or loss also recegrned n profe
and dogs, This will result in variat

s i the batance sheet values of1he gross debr anc the offseting dervatives ay the market value Muctuates.
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1.cont

NOTES TO THE FINANCIAL STATEMENTS OF THE COMPANY

Continued

Accounting policies {continued)

(d} Investments  Investvients held zs Ni-ed assets are st

st less any imparment lassas,

(e} Employee benefits - Share based payments The Compeny opaiates @ number of errpluyee shars opucn schernes The la value al the date at which
the hare sptand a

¢ arn gramied i recognised 10 profit and loss on a straight bne basis over the vesting penad, taking inte azcount the numder of Spucns tat

are expecied [0 v

CThe pumber of options that ars expected 10 bacome exsrosable is raviewed at each balance shest date ad if necessary astimal2s
are rewised. In azcgraance wath the ransitional provisions of FRS 24, no profit and loss erpenses are recarded in rospect of grants of shace options mare
price o 7 November 2002,

{f) Peasions Tre Company partapates n a Group wide dalined contribunion persion schemea. The assets of the scheme are held separately from thase
of the Company in an ndependently admnitered fund, The amount charged 1o the proft and loss account represents the contributions payable to the
scherne inrespect o the accounting perad.

The Company particpates in a Group wide pension scheme providing benefits based on final pensionable pay. Tre 3ssats of the schame are held separatcly

to 1dentily 15 share of the underlying as:

from those of the Company, The Company is un,

15 and hzbilives of the scheme on 2 conmstent and seasonable
basy and tharefare, as required by FRS 17 Revrement benefits', soogunts for the scheme as f aowere & delinea contribution: schemo, A a result, the amount
chargzd to he profit and lows actount represens the contributions payable 10 the scheme m respect of e agcounting pernd.

() Related parties Lnder FRS 8 the Cormpany has relied upon Lhe esemption set to disclose relaled party ranzactcns with othies Group urvdertakings
25 they are all mcluded in the Pendragon PLC consoldaied fnancial siatements,

{h) Dividends Trwadlends proposed by the Board and unpad i the end of the year are not recogrised in the financial statements untl they have been

approved by the shareholders at the Annual General Meeung, Intenim dradernds are recogrised when they are pad

(i) Own shares held by ESOP trust Transaction: of the Group-spornared ESOP trust are included i the Cempany financal staternents, In particutar, the
wrust’s purthases and sales of shares i the Company are debited and cradited directly Lo equity

(i) Contingent liabilities “~/here Pendragon PLC the Company enters into finangial guaranies contracis to guaranies the ndebtednes: of other companes

within its Group, the Company considars these 10 be insurance amrangements. and accounts for them as such. i this respect, the Company rests the

puaranies ¢ontract a3 a contmgent habalily untif such time as it becomes probable that the Company will be required o make a p

wyrrent undler Lhe
Quarantee,

Pratit and loss account of the Company

In aczerdance with the exemption zllowed by Secuon 230 (4 of the Comparues Act 1985, the profi and loss account of the Company 15 not presentesd,

The tose after taxation attributable 1o the Company deall with in its own accounis [or the year ended 31 Decermber 2008 is 400 (2007, 219 5enj.

(R

Directors

Total ernoluments of drectors (inciuding pansion contributens) amcuynted 1o £

m (2007 £2.0m). Infermation ralaiing to directors’ emaluments, share
oplons and pecucn entitlernents 15 set oul in the Direciors Remuneralion Repaort on pages 32 10 33,

The drectars are the orly employees of the Campany.
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NOTES TO THE FINANCIAL STATEMENTS OF THE COMPANY

Centinued

Dividends
2008 2067
£m m
Oirdingry sha
Feal dracen: 12.7 127
Interm dradend n - 200p) 32 1.7
159 250
Aot rreamimending a Noal desdend for 20035,
Investments
Shar=s in Sharss in
et subsidiary
wnture undertakings Total
im £m fm
AL 31 Dacember 2007 L7 2082 9309
Provisken for impairment (207 (58.5) {80.3)
A1 31 December 2008 - K504 850.6

Shares in janitly conlrolled undertabings represent ¢ 51 percent holding of the issued ord

sy share cagital of PPHO Limited, a proper iy Company
ngorporated

¢ trading w1 the Unmted Kingdem.

The investrent in PPHO Limited has been fully impared as a result of the decumstances descnibed 1n note 13 of the group financal statements. An
impairment charge of £58.6m fas bean recognisad in respect of shares in subsidiary undertakings as 4 result of busiress units pending closure and cunrent
wading conditions.

i

hary undertakings are statad at cost. Peandragen PLE owns directly v indirecily 100 percent of the 1ssued o

LR aH

bhares in subs

are canital of the

fellowang principal subsidanes.

Name Activity
Incorporated in Great Britain:

Allay Racmg Equipment Limited Moter vercle dealer

Andre Batdat Limited Maotor vedicle dealer

Bramall Contracts Limied Contract wre 3 flect management
Bramall Quicks Dealerships Limited

Bridgeygate Linuted

Moo vehicle deater

Mater venicle dealer
Car Feet Control Limited

CD Bramall {Yewd) Lamited

Comptar systems and services

icke dealsr

Maotar «

CD Bramall Daaler ships Limited Mol vehicle dealer

CL Bramall Motars Limitad

Flowr venile deiler

Charles Sdney Holdings Limited
Chatfield:-Marun VWwakter Urrized
Darwoent Vehicles Limited

Moler vencle degler

Mater venicle gealer
Motor vehicle deaker
Evang Halshass (Chasham) Limaed Fotor vekaele dealar

Evans Halshavs Motors Limitag Motor vericle deaker

Execulve IHlotors Ernined Molar venicle dealer

National Fleet Solutions Limited Motor vehicle dealer

Fendragon Contracts Limuted Zontract hwe & fleet rmanagement

Perdragon E/uwa Limited Pant leasing and rantals

Pencragan Finance and Inturance Limnes

Meior venicle finance and msuranca serites

Pandragon Javelin Limited Motor vahicie dealer

Fandrapon anagement Services Linited Managernent serace;
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NOTES TO THE FINANCIAL STATEMENTS OF THE COMPANY

Continued
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5. cont investments (continued)

Hame Activity

Incorporated in Great Britain;
Pa

Fe

cn Moter Group Limited

agon Motoreyclas Lanived

11 Orieng Lar
20N Pravisr Lirnited

on Property Holdngs Limilad Property hol

w11 Salre Lenited Motor veincke Jealsr

Lamtad felotor
Progert, noldin

Pinewnod Tachnologies PLC * ErCEs

Lop Vardy (AMMCY Limited Motor vehicle dealer

(S ek

y MM Linsted

Reg Vardy Linijed *

hrratstong Spec Linited

Strpestar Lim
Trust P
Vardy (Cortinental) Lirnited

Lirmited

Motar vehicle dealer
Vardy Marketing Limiteg

Verteell Dmuted

Victora (Bavaria) Linited

Incorporated in the United States of America;
Paver Motes

S ing. Moter ve!

Panepon West Ing, Moler

wele draler

Penegon Mission Viegs Inc. Maitar velicle Cealer

Fenegon Newport Beach ine, Moter vehicle dealer

sct subsidiary of Pendragen PLC
1

" Pendragon PLC owns 25% of the issued ordinary shave capital and operates the cornpany under an sgreermnant with Whe s
" Pendragon PLC awns 25% of the issued ordinary sh tat and t rrpa o o1 Loty Lng ma

[ Debtors

£m {m

Corporation ta, 10.6 209

Othar de 0.2 L5

10.8 234

Ameunts due afier mare than one ye

Defaired wax (see note 9) 8.4

Dervaative financial instrumenis 385 -
46.9
51.7 234
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& 5 Conunued
1. Creditors : amounts falling due within one year
2008 2007
m fm
Unsecured bank foans 4040 400
Amousts due 1o wbaidiary undertabing, 440.6 5994
480.6 5314
8. Creditors : amounts falling due after more than one year
2008 2007
£m £m
Unsecured bank loans (repayabie belweer one and two years) 400
Unsezured bank loany, {repavable between two and fve years) 747
Unsecurad foan nates (repayable between two and five years) 9.2 Sta
Uriecured loan notes (repayable afior Nve vears) 69.5 50.2
Derivatve firancial mstrumerrts - 5.0
4634 3956
Unsecured loan notes (repayable after five vears) comerse: 2008
£m .
5.95% USD 67 million Inan nates 2014 51.0 333
595%% GBP 17 millien Ioan ngtes 2014 185 S
69.5
9, Deterred tax
The movements ins the deferred 14 asset for the year are as lollows: Deferred
tax
£m
AL 31 December 2007 -
Profit and loss account B4
AL3| Bacamber 2608 84
Deferved tax asset is shown within debiors {see note &)
The amount of deferred tax asse in the finandial statements is as follows:
2008 T
Em £
Losses 1.7
Othare tming differences 0.7
B84 -

A deferred lar asset has been recognsed i respect of te< losses carried lorward at 31 Decernper 2008 a5 it is erpected thal the Company will generatz

sufficent tasable profits in the fareseable future for these tax losses to he utlised against.
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1.

12

13.

NOTES TO THE FINANCIAL STATEMENTS OF THE COMPANY

Continued
Called up share capital

Numle: £m
007 and a1 31 Decernber 2008 B00.G00000

Authorised 5

Alietted, calle

flly paict shares of 5p each at 31 December 2007 and at 31 December 2003

e

S0 Al E O

dinary shares under the Group’s

a4
VRl

.|“‘;‘ abo 85
Resetves
Profi
Other aned koss
rERErYES aLLount
fm Loy
119 3ol

200%

value of the investmeant in

) (Z'ompaﬂy's Gwn shares at 31 December

= of Sp each, &
2at 3
Trustees Lirnitad and lnvastec Toust Guerize

amployees under the Pe

Guired at

ost of {0 1u each (2007 5-344}
December 2008 was

ted \employee s eriong an

s and the

ragon |999 Approved Executive Share Optien Scheme, Fend

9% Pendragon Sharesave Scheme. Details of the plans are given in th

Divvidends ©

the shares ovned by the trusts. the

sthase of which were funded Dy inieres
expense; incured by the trusts are settled directly by Pendragon PLC and chary

ech, All

i the acn

Financial instrumenis and derivatives

2008 007
m {m

[

Cr\.angcs "ozt ‘-r’alLiQ <

ged ofit aod oss

0.1 Gh

Company s unable to identify 1s share of the sche

Eerelity’ the stheme has been accounted forin these financial statemerts as o tha scheme was 2
SChErmes

The fatest il

The Comparsy bas

Dataids of valuabon techniques and far values of cach

y category of finandal instrumenzs are

nopage 75 the section headed Fair valbe bedges of interest rate and currency risk’,

gren asoue m note 1812 th

ated finzncial statements

Pensions

e 1 O'ﬂDBI’W

a rrember of 3 funded Group wade penuen scheme {Pendragon Pengon P

benefits based on nal pensionable pay. The
schame assels and liabilites on a consist

3 as permitted by FRS 17 Retrenient

ed comribution scheme, At 31 Deocernber 2008 the

S17 basisofl £

2on (20G7: £3.5m).

tuarial valuation was carncd

as £

out at 5 April 2006 and was updated for

17 purpeses to 31 Docember 2008 by a qualfied independcent

SUTS

anging pension contrbutions (2007 £ni}.
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15,

NOTES TO THE FINANCIAL STATEMENTS OF THE COMPANY

Continued

Contingent liabilities

13} The Corrpany has entered mita cross-guarantess with s barkers wheraby it guaraniees payment of bank borrowangs in respect of UK subsidiary
undertabings

(b3 Tre Compare has given performance guaraniees m Whe normal course of business in respect of subsidiary undertakng sbligations.

Post balance sheet event

Due 1o the abncrmal tradng conditions arperienced 1 the vear covenanis due to be measured at 21 December 2005 10 mlanan 15 the 75 Hm cradu
facility and USE and GBP loan notes were deferred al a cost of £29%m,

The Carnpany has since been refinanced and on 30 Aprit 2009 new loan agrearnents restrocturng the cesng laans and loan nodes have been rrade
fedlowes:

Term loan £

Fomry date fm

Jure 2003 200

December 2009 20.0

June 204G 20,0

Cecember 2010 200

june 2014 200

209

Apil 2012 20,0

Tatal term loan 2100
Rewvoking credil, feility April 2012 210.0

420.0

Fair value at  Fair value net of swaps
Loan notes

Espury date 31 December 2008 at 31 Decemher 2008

5.65% 1SS0 110 milhen lozn notes 301t | April 2012 79.2 57.6
5.25% WS &7 million lean notes 2049 February 2014 51.0 35.5
5.55% GBY 17 mullion loan notes 2014 February 2014 18.5 171
148.7 110.2

The holders of the 2014 loan notes have an option to require repayment in Aprl 2012

The: terms of the refinanaing are shown in et i note |8 to the consolidated financal statements on pagn 79,
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SHAREHOLDER INFORMATION

Stock cfassification Tre ordinary shares of the Company are aded on ithe Londen Stock Exchange. Informatan concsrming the 3 movernant

of the share price can be found on the London Stack Exchange’s webete uider the eode PDAG. Usars o Giobal TOPIC Trader aned Reuters can idenbiy the
stack Dy the code PDGL and Blooimbarg u

Dy 12 code POIG LI

Share dealing service Tha foliowing contpanies offer private mvestors 2 Guic

lefephone share dealing service for dealings 1y the Cornprany’s
shares

Barclays Stackbro

L

to the ronmore deating charge of 21500 par rany:

s Limited will purehase and sall shares at the foliovang commission rates plus stamp duty and PTH Lawy of 21 whare 2

tlatilalel

1.5 commission on { 5000

mpssen on the nesy 25000

s son thereaitar

Zalls rnade to 0845 numbers are free for BT residential customers part of their inclusive call package; ctherwise calls will cost no mora than dp per mincie
plus 8p call e

-up fee (current as at February 2009). The pnce on non-BT phone lines may vary; please cheek with your
wse these nurnber sl vou are calling Fom within the UK Calls may be recorded 1o monitor the guality of servce, 1o chegk instructions

PuUrposes.

rvice providen You can anly

v {or secunty

Barclays Stockbiokers i3 the group name for the businesses of Barclays Stockbrover Limited, 3 member of the London Stock Exchange and PLLE.
Rewstered No 19856161 Bardays Sharadealing, Registerad No, 20941, and Barclays Bank Trust Cornpany Limited, Repistered No. 920880, All companies
are registered in Ergland and the registered address . 1 Churchill Place, London, E14 5HE Al comparies are authonsed and rezulated by the Financial
Services Authorty.

Capita Regiirars, aTrading Division of Capita IRG Trustess Limited, will purchase and s2ll shares al the follawing commission rates plos stamp duty and PTH
Levy where

pplicable. Online (via wanw tapitadeal com) at ¢commission of 1% of the value of the trade, minimum £2
by Lelephone on 08

imaamum L5250 Grahng chargs. or

71 661 0364* at comrusacn of 1.5% of the value of the trade. minimum £25/mammum £102.50 dealing charge.

Further details of the serwces including tull Terms and Conditions

be obtaned by telephoning 0871 664 0304 {* calls charged at navcnal ratesh

in 5o far as this statement constitutes a financial promouon it has becn approved far the purpose of Section 21 (2) ib) of the Fnancal Services ana Markets

\

At 2000 only by Capila IRG Trusiees Limited whe are authorised and repulated by the Financial Services Authority www fsa
Number 18411 3).

sovkfregisier Pegisier

This i« not a recommendation to buy, sell or hold shares i Peadragon PLZ. I your arg unsure of what action 10 Lere, you shoukd contact a fimancial adwisar
authorised under the Finandial Services and Markets Ac 2000, Please note that share values may g down aswell as up, which may resolon you recahang
|

than the amount orginally invesied,

Whess the document containing this Srareholder infarmanon on share dealing services has been received n a counlry where the provisian of such i

Slat i)

service would be contrary to local frws or regulations, this should be treated as lor information only.
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