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Auto Trader Group plc

Company number: (9439967

Leading the way

A strategy to succeed in
today’s digital
automotive marketplace




Auto Trader Group plc is a 100% digital business having
successfully completed the transition from a print title

in 2013. Auto Trader sits at the heart of the UK’s vehicle

buying and selling processes and operates the UK'’s
largest digital automotive marketplace.
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In our first complete year since listing
on the London Stock Exchange in 2015,
Auto Trader has continued to build on
its position as the UK’s largest digital
automotive marketplace.

Firmly at the heart of the UK vehicle
automotive ecosystem, Auto Trader
is leading the way in all that we do.
Our strategic goals and operating
priorties enable us to offer value-adding
solutions to all of our customer groups.
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Leading the way
by hamessing
consumer insight

Read more on
pages 10 and 11

Leading the way
by leveraging the
power of our data
and valuations

Read more on
pages 12 and 13



Business at a glance

In the first full year as a listed company, Auto Trader has
achieved strong growth across all three of its revenue
streams and recorded the highest level of both audience
visits and engagement online, which in turn has delivered

additional value to Its customers

Financial highlights

£281.6m

Revenue up 10%
{2015' £255 9 million)

12.67p

Basic eamings per share
from operations
(2015 0 85p)

1.5p

Total dwvidend per share
{interim 0 5p plus final 1 Op)

Operational highlights

X6

Larger consumer audience
compared to nearest competitor?

13,514

Nurnber of retaller forecourts
advertising on Auto Trader®
{2015 13,452}

£171.3m

Undertying operating profit up 19%?
(2015 £144 1 milhon)

£177.0m

Operating cash flow up 30%°
{2015 £135 8 mullion)

97%

Operating cash conversion®
(2015 87%)

£1,384

Average Revenue per Retaler
forecourt (ARPR) per month up 10 5%°
{2015 £1,252)

243 m

Advert views? per month
increased by 7 5%°%
{2015 226 milkion)
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£169.6m

Reported operating profit up 27%
{2015 £1331 milion}

£135.3m

Reduction in net external debt
{o £392 6 million*
{March 2015 £527 9 million)

2.2X

Leverage®
(March 2015 3 4x)

Thea comparative 2015 references the year

endad 29 March 2015 unless otherwise stated
QOperating profit befora share-based payments and
associated natonal insurance { NI § management
incentive plans and excaptional itermns

Adusted underlying EBITDA adusted for
moverments in working capital, exceptional items
and capital expenditure

Gross external indebtedness not including shareholder
lsan notes, less cash and cash equnvalents

Operating cash flow as a percentage of Adjustad
underlying EBITDA (earrungs before interest, taxation
depreciation and amertisation, share-based payments
and associated NI, management incentive plans
and excephonal tems, less capitalsed devetopment
spend (exciudng expenditure incurred on budding the
SingleView order-to-cash billing system))

Nat extarnal debt as a multiple of Adjusted
undertying EBITDA

Audience measured by cross platform visits

to the markeiplace by comScore mmx

Company measure of the number of inspactons

of indrddual vehicle advertisements on the

UK marketplace

Average number dunng the yaar
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Revenue streams

Strategic report

Our three revenue streams are:

Trade

Revenue from retailers and
home traders advertising
therr vehicles and utlising
Auto Trader’s products

Revenue performance

£236.4m

Up 10%
(2015 £214 8 milhon)

Percentage of business

84

Where we operate

Auto Trader sits at the heart of the
UK’s vehicle buying process and
operates the UK's largest digital
automotive marketplace

In addition to its business in the
UK, the Group operates a similar
business in lreland through its
website carzone ie

Consumer services

Revenue from private sellers
who can place an advert for
a fee on the marketplace
and from our partners who

provide services to consumers

Revenue performance

£30.3m

Up 4%
{2015 £29 0 million)

Percentage of business

11,

03

Read more

Chief Executive's statement

14

Our business model

18

Financal review

28

Display advertising

Revenue from manufacturers
or therr advertising agencies
who advertise ther brand or
services on the marketplace

Revenue performance

£14.9m

Up 23%
{2015 £12 1 million}

Percentage of business

5%
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The last 12 months have been
ones of consideraple success
for Auto Trader. These results
are our strongest yet. Ve grew
revenue by 10% year-on-year
to £281.6 million.”

Ed Williams

Chairman

£281.6m

Revenue up 10%
(2015 £255 9m)

£171.3m

Undenrying operating profit
up 19%
{2015 £1441m)




The year

The last 12 months have been ones of
considerable success for Auto Trader
These resuits are our strongest yet

Wa grew revenue by 10% year-on-year fo
£281 6 million Underlying operating profit
was £171 3 milion, representing an Increase
of 19% over the previous year From the
growtn in value we have provided to both
retalers and manufacturers, to the increase
N our consumer engagement and audence
metncs, Auto Trader continues to lead the
way In the digital automotive classified sector

Life as a public company

This was Auto Trader’s first year as a
public company The transition has been
relativaly srmooth and s, In effect, complste
Fortunately, as the results Indicate, 1t has
not distracted the business from its facus
on driving value for our custiomers

Our Board

Since our stock market flotation in March
2015, we have appointed three Independent
Non-Executive Directors to our Board

We welcome them all and appreciate the
contnbution they have already mads Dawvid
Keens, formerly Group Finance Director of
NEXT plc, has taken on the roles of Servor
Independent Director and Audit Committee
Chaman Jil Easterbrook, unti recently

a senior executive at Tesco plc, has taken
on the role of Remuneration Committse
Charman Jent Mundy, a senior executive
at Vodafone Group plc, completes our new
Board, bringing a huge depth of knowledge
of the fast changing mobile data environment
Al three serve on our Audit, Remuneration
and Nomination commitiees

Tom Hall and Nick Hartman rasigned from
the Board in March 2016 under the terms of
the relationship agreement with our previous
major shareholder The Board would like to
acknowledge the major contnbution they
have made to the Auto Trader business, not
least in migrating Auto Trader from a pnmanly
print based business io an entirely digital
business At a personal level, Tom and Nick
have been oulstanding Board members and
will be rissed

Strategic report

Chip Perry, Independent Non-Executive
Director, resigned from the Board in March
2016 Chip has returned to a full-tme
CEO role at TrueCar Inc Regrettably,

he feft that the responsibilties of a CEQ

of a pubkc company based in Calfornia
ware incompatible with the obligations of
consistently attending Board mestings in
the UK However, he has kindly agresd 1o
give us access to his unparalleled industry
knowledge by continueng 1o help us In an
advisory capacrty

The composition of the Board 1s now
fully compliant with the UK Corporate
Governance Code

Capirtal structure

As indicated at the tme of our stock market
flotation, we commenced payng a dwvidend
in the year, with surplus cash being used to
pay down debt iowards a two times debt
leverage target Most of the cash generated

this year has been used to pursue that goal,

which we have achieved following the end
of tha financial year

Shareholders can anticipate a significant
Increase in the dvidend during the coming
financial year in lne with our prior gudance
and the Board ams promptly to return to
shareholders the maonty of the surplus
cash generated by way of a share buyback
programme, with some surplus cash bang
used to further reduce indsbtedness

Employee contribution

I'would Iike to 1ake this opportunity 0 express
my thanks o all the employees of Auto Trader
for what has been an extramely busy, as well

as successful, year

Ed Wilhlams
Chairman
9 June 2016

05

Governance

At 27 March 2016 and to the
date of this report, the Board
composition ts fully compliant
with the UK Corporate
Governance Code

Ed Wilbams
Chairman

Trevor Mather
Chief Executive

Sean Giithero
Finance Direclor and
Comparny Secretary

David Keens
Senior Independent Non-Executive
Director and Audit Committee Chairman

Jill Easterbrook
Independent Non-Executive Director and
Remuneration Committee Chairman

Jenmt Mundy
Independent Non-Executive Director

Read more on page 44
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Market overview

The automotive market today

The UK automotive market continues to grow modestly
New car registrations mantain strong levels which is feeding used car growth

UK economy and associated
macroeconomic conditions

The UK automotive market 1s intnnsically
linked with the wider UK economy

The UK remans one of the fastest growing
developed economies, with GDP growth for
Q4 of 2015 ahead of expectations at 0 6%
and annual GDP growth for 2015 of 2 2%

In 2016, the economy has returned to its
pre-recession size and the IMF expects
economic growth rates of consistently above
2% over the next few years However, the
service sector s growing at a subdued rats
ard other sectors, such as manufactunng,
are strugghng The UK alse has a growing
current account deficit, which 1s an indication
of the vulnerability of the economy, and the
uncertainty surrounding Bntain's membership
of the European Union poses nisks for sterling
as well as trade throughout Europe

Nenetheless, 2015 saw the retum of consumer
confidence, and retaill sales in 2016 are
growing strongly as househeolds benefit from
continued low interest rates and inflation

Low unemployment, nsing eamings growth
and alow ol pnee are also boosting spending

UK automotive drivers

New and used car sale volumes

Worth approximately £90 bilhon, the new

and used car markets ars a substantial part

of the UK economy In 2015 it was estimated
that there were 34 million ¢ars in the UK,

and 10 millklon car transactions New car
registrations have increased over the last

four years, growing year-on-year for 50 of

the fast 51 months according to the Society

of Motor Manufacturers and Traders {'SMMT")
They reached 2 67 milion units in the 12 month
penod to March 2018, exceeding pre-recession
levels New car transacton growth is translating
into used car transaction velumes, with total
transactions up 6% in the year to March 2016

Opportunities

* [f new car registrations mantain therr existing
levels, this wil mean a good supply of three
to six year old used cars in the coming years,
thus growing the used car market

* Anincreass in the number of used car
transactions generally means that our
customers are performing well, allowing
us the opportunity to provide more
solutions to help them to manage and
grow therr businesses

08

But it’s not just consurmer confidence and
economic recovery that are responsible for
growth in both new and used car markets
The avalability of competitive and dverse
finance options {often heavly incentvised)
has made 1t easier than ever to secura
bespoke and affordable funding arangements
for new or used cars Personal Contract
Purchase {{PCP’) agreements graw again as
predicted, accounting for over three quarters
of consumer new car deals and over a third
of used car deals in 2016, as financing used
cars becomes an increasingly popular model
amongst UK car buyers

34m

cars in the UKin 2015

» With continued low interest rates and more
retalers offering PCPs on used vehicles,
thera 1s the opportunity to increase the
overall frequency of car sales
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Strategic report

Auto Trader 1s uniquely positioned in the market and is well
placed to take advantage of a range of growth opportunities

Digital buying and selling drivers

Automotive advertising dnvers

Changing consumer behaviour

As digital technologes play an aver increasing
role in our day-to-day lives, consumers expect
to access information anywhere, at any time and
on any deviea, and this ncludes researching and
buying acar As the UK’s largest digital automative
marketplace, we are able to cbserve how
consumers research tharr next car onling
Consumers spend on average nearly 11 hours?
choosing the exact vehicle that s night for
thern Thig shift onbne has created a ‘digital
forecourt’, which allows consurmers to make
their car purchase decisions long before they
set foot onto a physical forecourt Our research
tells us that twice as many hours are now
spent researching used cars online as offine'
This n turn leads to fawer forecourts wisited
than seen histoncally, s0 1t 15 key thai retallers
advertise all their stock onling — if it 1s not
online, It s effectively not for sale

70%

customer searches that come
from mobile and tablet devices

11 hours

avarage tme spent by consumers
researching their next car online

The traditional forecourt still has an important
role to play, but it i no konger the pnmary
destination for consumers to conduct their
research — online marketplaces are becoming
the most important part of the purchase
fournay' That research plays & significant
role in which forecourt a consumer might

visit (719 of buyers first visit a forecourt

to test dnve or transact on a specific can

Consumers expect car buying to be like any
other retall business  This demand 15 challenging
the traditicna! way car ‘dealers’ do business
Dealers need to operate as digtal retailers

o adapt to these changes Some already
have, by adopting digital strategies to run
their business Many understand the need

o iImplement multi-channe! approaches,

s0 that the online and offine expenence for
consumers I consistent and meets the needs
of car buyers More prograssive car retallers
also exploit data to run thar businesses —

key to enabling them to buy desirable stock
for their area, at the nght price and sell at
market value

Opportunities

* With the growing UK car automotve market
coupled with consumers conducting the
magority of therr research online, we anticipate

a growth In usage In our consumer valuations

tool, somethung we are focused on embedding
as a benchmark for the industry

* Our research tells us that 64% of new car
buyers wisit Auto Trader*, meaning we are
highly relevant to manufacturers This s an
area we believe we can add increased value
1o through our display advertising propasitions

= There 15 also the opportunity to use our
market positon to continue to davelop
products within and outside of our core
classified offenng to better meet the needs
of consumers and therefore improve
market efficiency

o7
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Advert views

Advert views Increased by 7 5% 1o 2 9 billion
In the year Advert views are chick-throughs
from inrhal search resuft pages and are

the consumer activity measure most
correlated to vehicle transactions between
consumers and retallers This means that
more than 93 vehicles are being virtualty
Inspected every second of every day on
Auto Trader's marketplace

Transtion of automotive advertising
In 2015 it was estimated that 72% of
autornotva classified spand was cnling®
Wa expect this figure to increase further
In the next couple of years 1t1s also worth
noting that the overall automotve classified
expenditura In 2004 was 40% greater
than we see teday {over £500m) so there
15 scope within the existing cost base to
put a greater emphasis back on core
classifieds, particularty with the mare
prominent role being played by digital
Beyond that, we estimate that we account
for only a small proportion of a retaller's
gross profit There 15 scope to grow this
by increasing penetration of products that
meet customers’ needs beyond core
classified advertising, such as -Control

+7.5%

Increase In advert views o
2 9bilhon In the year

The Finance and Leasing Asscciation

10 6 average hours onine vs 4 5 hours
offine for used cars, Annual Buying Behawour
Research Study in conjunction wath GTK
ENDERS, used car marketing outiook
December 2015

Kantar Media The undecided car buyer
research report, 2014
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Market overview continued

Auto Trader’s role in the car marketplace

The automotive marketplace 1s complex and often inefficient,
Auto Trader's am 1s to make it simple and more efficient

UK car marketplace with over 10 million transactions per year
(2 7 milion new registrations and 74 millon used transactions)

Valuations

Enabling an efficient and transparent marketplace Embedding an area of common
The role we play ground between trade and
Through our digital platforms and data consurners around valuationg
wa simplify and speed up the majonty of
the 10 milion transactions to end users

around the markeiplace each year

Managing New car make/model
forecourt page index and editonal
Using data to reviews
optimise stock Offering an improved buying
turn and improve journey with iIncreased new
profitability car content

2.7m

New car registrations

13m Newcarssoldviaretallers New cars dlrect to consumers 1,.2m

New cars Used cars
Manufacturers
Selling
Trad e Get stock in front of as
many buyers as possible
14 Buying (classified advertsing)
m A listings platform
for trade buyers
and seflers to !
nsact H Used car sales
e dueectly 4l6m to consumers
Fleet Trade-to-trade
& lease transactions
customers Part-exchange of used cars
Gommercial buyers
ot new cars
0.1m
Business
Direct car sales
to businesses

Auction Third-parties
B 4 sl making cash
ing and selling
uybyga!r types offers to
of car traders consumers

0B
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Enabling an efficlent and transparent marketplace

National chisplay

A platform for
manufacturers to promote their
brands to the largest and
most engaged automotive
classified audience

Marketing

Powenng retailer wabsites and
offenng a range of display
advertising packages

Part-exchange

Facilitating the most
efficient journey of used cars
directly back to the retailer
from consumers

Used car sales to immediate cash buyers

Strategic report

Consumer motoring
services

A vanety oi services for
consumers offered at the
pont of purchase

Services offered direct
to consumers

Finance
Insurance

Vehicle Check

8.6m

Cars sold to consumers {new and used}

Consumers

2.8m

Consumer-
to-consumer
transactions

Private sales

Ke
Consumers can Y
list their vehicles Used car flow using a
for direct sale to third-party ntermediary
other consumers

New car flow

Trade and consumer
used carflow

Consumer to consumer
used car flow

Squarses represent
Prowiders and
Intarmediaries

Circles rapresent
Vehicle Users

09

Read more

Business model 18

UK car marketplace

There were over 10 millon car transactions in
the year to March 2016 of which 27% were
brand new registrations from the manufacturers
o a combination of cansumers, fleet and lease
companies and direct tobusinesses According
1o IDC!, manufacturers spend £1 5 billion
advertising thetr brand in the UK but only a small
preporton of this 1s online, desprite onfine being
akey influencer in the purchasing decision

New cars are typically traded in after a

threa to four year perod, entenng a cycle
between retalers, consumers and third-party
intermedianes Greater prominence of finance
N new car transachons is reducing the time lag
from new to used These used car transactions
make up 73% of the market and this is where
our rofe 1 currently most prominent

With the largest and most engaged classified
automotive audience, we help anyone listing a
vehicle to connect with potential buyers Our
audience and volume of vehicles and retalers also
meanwa have the largest source of automoive
classified data in the UK, which we bealieve we
can use to better connect buyers and sellers
in a more efficient marketplace

Although the diagram focuses on UK
cars,our other markets (bike, truck, plant,
farm, motorhomes and caravan markets,
and Ireland) cperate in a similar way

Outlook

Despite the continued likehhood of low
interest rates, we note other commentators
who anticipate that new car volumes wil
start to plateau in 2016 now that they have
exceeded pre-recession levels However,
wa expect used car transactons 1o continue
to grow on the back of the new car strength
over the last four years

‘The evovng nature of the consumer buying
Journey, driven by new technologies, continues
to enhance the relevance of digital platforms
Thus creates continued opportunity for us to
develop products and tools for retallers and
innovative solutions for consumers 1o enhance
the car buying and selling expenences and to
increase efficiency and transparency in the
marketplace There s also still a significant
opportunity to prove the value and relevance
of our marketplace with manufacturers who
currently spend only a small proportion of their
annual budgets on digital marketing

1 Intermational Data Corporation {'IDC’) research 2014
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What makes us different

L eading the way
oy harnessing
consumer INsight

Auto Trader receives c 48 million cross
platform visits each month, and lists on
average over 437,000 cars for sale at any
one time, which gives us an unrivalled
view of the automotive marketplace.
We use this data, coupled with insights
denved from regular consumer research
we conduct, to understand how consumer
behaviour impacts the automotive
landscape and therefore what this
means for our retailer customers

Auto Trader Group ple Annua! Report and Financial Stataments 2016

Consumers now spend around

11 hours online researching therr next
vehicle! Aute Trader1s the primary
destination in their search followad by
adealer’s ownwebsite So ths digrtal
forecourt s now key for retalers to
attract consurners to buy ther cars

But how should they do this? What
makes an advert stand out onling?
How can they increase therr stock turn?

0

These and other topics are covered

by our Retaler Education and Insight
tearn who established a programme
dssigned to help retalers navigate the
changing digital autornotive landscape

The Retafler Education and Insight
team's programme compnses videos,
webinars and regional masterclasses,
as well as presenting at industry-wide
conferencas and bespoke retailer
conferences —in 2016 along, the team
reached aver 17,500 representatives
from the retaller community

1 Auto Trader research conducted with
GfKn January 2016 - Annual Buying
Behaviour Report
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Case study

Retailer Education
and Insight
Programme

“I found the course excellent and
very informative The number one
thing | have taken away I1s |ust
how much the game 1s changing
and how much | need to keep on
top of this to be a major player for
now and the future With all this
technology now moving so fast,
you either move with it or clearly
will get left behind Thanks for
an excellent course and | look
forward to more traning and
seeing you and your great team
in the future”

Russell Paul Webborn
PC Autos
attended a masterclass

“Thanks again for today, it really
was a great, informative day
and | believe It has truly nspired
everyone By the time we arnved
back in the office | had more
images of cars which | have
attached for you to take a look ai
(already you can see such a huge
impravement) and | had an email
In my inbox askng for a poster to
be designed offering a free phone
charging point Great to have
everyone on board and with such
enthusiasm which could only
have ever been achieved from
such a fantastic presentation”

Victoria Lyle
SERE Lid
attended a bespoke retaler conference

>80% >17,500

of all minutes spent on representatives from the
automotive classified websites retaler community reached
are spent on Auto Trader by the Retaller Education

and Insight Programme
Read more 1n Our strategy on page 17

1"
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Leading the way by
everaging the power of
our data ana valuations

Qur strategy 1s underpinned by Cur customers cperate ¢ 13,500 Around 13 7 million consumer
leveraging the power of our data to forecourts, over 1,800 of which cumrently  valuations and 30 1 millon trade
improve the process of buying and use products i our Managing Pillar valuations were conducted in the year
selling vehicles through the application 1-Control and Retall Check These are o March 2018 as consumers lock to
of digital technologies, ensuring the data dnven products designed to help find out what thewr caris worthin a
consumer experience Is as smooth retallers buy the nght vehicle at the part-exchange or private sale, as well
as possible and that retailers gain nght price, in order to optimise stock as what pnce 1s required to secure ther
maximum value from the marketplace turn Thus data 1s also a key driver of new car of choice, from either a trade
our consumer valuations tool on site or private seller

12
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Case study
i-Control

I-Control 1s a unique data intelligence
solution that helps retallers take advantage
of the market's most lucrative opportunmes
to sell more cars, by putting retallers in
control of all the relevant data on every
piece of therr used car stock

“This 1s the first time | have used 1-Control
and 'm blown away by it, 1 think 1it's
fantastic At my previous employers,
without -Contral | had to go to Auto Trader,
manually Input my car, search my region,
and check my competitors' prices before
updating my ads Now I am able to filter
independent dealerships out of my search,
allowing me to compare my prices with my
actual competitors’ quickly and effectively”

Matthew Bavin
Pentagon Lincoln

;?,900 13.7m

customers currently valuations conducted by
using 1-Control consumers this year

Read more in Delivering on our priorities
on pages 20 to 23

13
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Chief Executive’s statement

(11
—ven N a culture

that welcomes change
ke Auto Trader’s,

this has been a truly
andmark year.”

Trevor Mather
C cutive

1.5%

Growth in advert views

£1,384

ARPR up 105%
{2015 £1,252)




Even in a culture that welcomes change
ke Auto Trader's, this has been a truly
landmark year. In our first year as a listed
company, we have significantly mcreased
both the consumer audience that visits
our marketplace and their engagement
on our sites We have substantially
increased the value we deliver to vehicle
retailers and contmued the transformation
of the way 1n which we manage our
customer relationships Whilst doing
this, we have delivered an outstanding
performance, Improving our revenue
and Underlying operating profit to levels
that exceeded initial expectations

Summary of operating performance
Our operating results reflect an excellent
year for the business Revenue growth of
10% was achiaved through the positive
contnbution of all three of our revenue
streams trade, consumer services and
display advertising

Trade

In trade, we \ncreasad the value delivered
{o our customers through a greater number
of cross platform wisiis, and hugher levels

of cansumer engagement, resulting n 7 5%
growth in advert views - the equivalent of
an extra six vehicles being viewed avery
second on the marketplace

Strategic report

Consumers gpent over 676 millon minutes
a month on our site (March 2016) compared
to 458 million a year previously Our share
of minutes spent on automotive digital
classifieds rose to 85% (2015 76%)'

Beyond the increased levels of response,
wae have further embadded the use of data
dnven products which aim to improve the
day-to-day operational efficiency within our
retalers' businesses Market conditions were
buoyant, resuling in an ncreasad number

of trangactons This helped to Increase the
number of cars listed on our site as did a
modest growth in average retaler forecourts
1o 13,514 Those coninbuting factors helped
dnve Average Revenue par Retaler (ARPR")
0 5% higher to £1,384 per monith

Consumer services

Growth in consumer services of 4% was
pleasing In light of the increasingly competitive
nature of this sector, aided by our motonng
services products (offared to consumers at
the point of purchase) which saw growth
similar to the previous year

Display advertising

A strong display advertising performance
continued the momentum from the
pravious year, with ravenue up 23%
Improved relatonships with agencies,
combined with new, impraoved advertising
formats, in particular homepage fakeovers,
ware the man dnivers of this growth

15

Operating efficiencies

We seek 1o be as lean as possible and to
enable our teams to be as productive as
they can be, which generally reguires fewer,
but better pard people This year we reduced
our headcount (including contractors) from
915 t0 859

Our marketing spend grew to £157m —an
increase of 2% above last year, well below
our revenue growth of 10% This moderate
Increase enabled us to dnve all of our
brand and audience nitiatives, Including the
continuance of our 2015 brand-led campaign
on TV, video on demand and oniing, and the
introduction of a new marketing campaign
focused on our online valuation tool, new
part-exchange product and discovery search
functionalty {see overieaf for more details)
Cther costs and caprtal expenditure were

In ine with expectations

Revenue growth, coupled with lower costs,
delvered a 5 percentage ponts improvement
in Underlying operating profit margin to 61%

Our strategy

Our strategy 1s to provide the UK and Ireland’s
leading digital autorotive marketplace and
help improve the process of buying and
seling vehicles for consumers and retalers
alke Cntical to this are a smooth online
expenence for consumers and the provision
of data dniven intellgence for vehicle retalers

1 comScore MMX MP March 2016 data
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Chief Executive’s statement continued

Investing ininnovation

Over the past year we have continued to
Innovate, n particular through exposing the
key insights from our massive data sources

There are over 80,000 variations of make
and model of cars avalable to buy in the

UK Even for confident buyers, this1s a
bewilldenng choice To help consumers
decide which car they want to buy, this year
we Introduced a new way of searching for
vehicles — ‘discovery search' — which allows
a buyer to search for cars if they don't know
the make or model they want, e g by the
number of seats, fuel type or on pnce alone
Additicnally we now have over 700 exgpert
reviews of vehicles {an increase of 20%),
which have received over eight milion page
views this year, and over 45,000 owner
reviews on site, helping consumers compare
and choose These innovations have
improved the value we provide to consumers

Part-exchange 1s the most efficient way

for retallers to acquire stock Qur research
shows that 81% of consumers? said they
would be more likely to cansider part-
exchangs If they could get a trusted price
online for therr car befors turning up at the
dealership In order for us to help our retalers
win In the marketplace and ulimately make
the Industry more transparent and mere
efficient, we launched a new part-exchange
tool last year Over 80% of all classified
retaller adverts now feature the part-
exchange tool

Consumers conducted 13 7 millon valuations
on Auto Trader dunng the year, an Increass of
38% from the previous year, recaving a real
time retail valus for therr car There were also
30 1 milion trade valuations conducted (2015
23 8 mullion) as we focus on embedding the
insight we have Into valuations across the
marketplace, so they become the benchmark
for both consumers and retailers

Putting data at the core

We have continued to develop our data

drven products to help retallers manage

their farecourts effectively in order to optimise
ther margin and stock turn, with over 1,900
forecourts now using thern We continue to
develop these tools and believe more retalers
will take advantage of these products

Findings from Auto Trader's Annual Car
Buying Report found that of those consumers
looking at classified sites in the new car buying
process, 85% used Auto Trader and 48%

said Auto Trader was the most influental
source — twice as much as the nearest
website® To capitalise on this opportunity,
we launched new bespoke branded content
solutions so that manufacturers could use
new formais and editonal partnerstips

to reach these car buyers We have also
innovated the format of the advertising we
offer, Including native adverts on mobile
platforms, and have combined these with a
data driven targeting soluticn powered by a
new data management platform, allowing
vehicle manufacturers to put therr brand in
front of the most relevant consumers at every
stage in the car buying journey This, couplad
with our new branded content soluttons and
advertising formats, provides a compelling
proposttion for manufacturers

We focus on assisting media agencies to drve
better retum on investment for therr clients
from therr marketing and on helping to Improve
the effectivenass of therr retaler relationships

2 Auto Trader s Market Report research surveyad 5,000 consumers in December 2015
3 Auto Trader s Annual Buyer Behaviour Report 2016 in conunction with GiK
4 According to Glassdoor, the LIK s fastest growing jobs and recruiting site
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Enhancing our organisational structure
With the transition from print to digitat
complete, the last year has been one of
greater orgarusational continurty than in
previous years Howsaver, we continue to
make significant changes to improve our
relevance 10 our market

Firstly, we brought together our audience
acquistion and brand marketing functions to
ensure that those who were responsible for
growing our audience were also responsible
for ensunng that that audience was engaged

Secondly, we have merged our retailer and
consumer product teams, who now follow an
end-to-end, test and iearn product development
approach Across the business, we release
over 50 software updates every week

Thirdly, we transformed our sales and
service functions, integrating them together,
and implemented a new 'Challenger’ sales
mode! across the arganisation, which we
beleve will help us deliver the strategic
consultancy relationship we strive for with
our retaller custormers

The commitment and enthusiasm of our people
are vital to our continued success, and 97%
of amployees have said that they would
recommend Auto Trader as an employer®

Qutlook

The new financial year has started well
Based upon having the largest consumer
audience, healthy relationships with our
retailers, a robust car buyng market, and

a medest cost base decrease, the Board 1s
confidant of further growth in the coming year

Trevor Mather
Chief Executive
9 June 2016
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Our strategy

Strategic report

Our mission is to lead the digital future
of the UK automotive marketplace

Auto Trader 1s a 100% digtal business and we have a clear focus on
maintaining our market position as the UK and Ireland’s leading digital
automotive marketplace for buying and selling new and used vehicles

Strategic goals

We will smplify our
business and integrate
our assets

Operating priorities

We will continuously
improve and be briliant
at everything that 1s

at our core

We will build a digital
culture that 1s values

driven, customer focused

and data onented

Increase consumer audience,
advert views and use of our
valuation tools

Promote trust and fairness
in the marketplace

Grow ARPR n a balanced,
sustainable way by creating
value for our customers

Extend the penetration
of products outside of our
care classified proposition

Enhance our relevance
and value to manufacturers

Operate a simpler,
leaner and more
data-oriented business

The network effect model calls for the largest and most engaged audience in order to
drive the most advert views and uthmately sales of retallers’ stock Qffering useful services
that help consumers to buy and sell easily, like the valuation tool, 1s essental to keep our
marketplace relevant

A trusted, far and effective marketplace i1s core to the value we deliver to consumers,
customers and manufacturers, who expect us as operator and custodian of the
marketplace to ensure all participants benefit

ARPR 1s our pnmary dniver of revenue growth so the more balanced we can be across
price rises, stock listing growth, product upsell and cross sell, the mora sustainable our
revenue will be In the long term

Leveraging our core business to meet the wider needs of retailers, helping them to remove
nefficiencies and become more profitable, whilst providing Auto Trader with a matenal
source of future revenue growth and a closer relationship with its customers

64% of car buyers use Auta Trader in their search for anew car' Given £1 5 billion 1s
spent on new car advertising by manufacturers? and only a very small portion 15 spent
with Auto Trader, there 1s a huge opporturity to promote the relevance and value of cur
marketplace with this audience

Making our processes and procedures more intuitive and streamlined, together with
hamessing the data from our marketplace which will benefit both our customers and
employees Creating a high-performing, continuously developing bustness will unlock
apportunities and provide a truly digital expenence for all

1 Kantar Media, The undecided car buyer research report 2014
2 International Data Corporation research 2014

Turn over the page
to learn more about our
business model and how
we deliver on our pnonbes
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Our business model

Generating shareholder value

Our leading digital UK automotive marketplace benefits from the network effect model
whereby the largest and most engaged consumer audience generates the most effective
response for our retaler and manufacturer customers who 1N tum provide consumers
with the most comprehensive choice of vehicles

Maintaining the largest
consumer audience through

+ Being a trusted brand
for nearty 40 years

* 92% of UK consumers knowing
the brand and knowing what
wa offer!

* Delrvering the best
consurner experience

» Easy to use web platiorms
that are fully mobile-optimised

« Dolivening angaging contant

* Engaging with consumers at
all stages of the user joumey

Maintaining the largest
stock choice through

* Attracting the greatest choice
of makes and models, with
the most manufacturers listed

* Largest pnce range of cars

Network effect model

We have the largest source of
automotive classified data allowing
consumers visiting our marketplace
to research and search for vehicles

they would like to buy

Largest and
most engaged
consumer
audience

Data

Largest stock
choice for
consumers

1 Acacia Avenus, Independent Quarterly Brand Tracker Report, March 2016
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Most effective
for retailers

Increased
advertising of
stock and greater
marketing spend

Most effective for
retailers through

= Exposuretotheiargest and most
engaged consumer audience

+ Making searching easier forthe
user through more filter options

* Deliverning pages with
classified core specifications

* Providing full page advert
views, allowing further
dialogue between consumers
and retallers

* Access to our retailer portal,
allowing retailers to upload
manage and measure stock
performance

Increased advertising
of stock through

= More listings

* Greater spend to achieve
more prominence on the
marketplace and greater
conversion of leads to sales




Strategic report

Read more
Our strategy 17
Delivenng on our prionties 20

Data driven product
development

We adopt an agile approach to product development, placing the relevant audience at
the heart of the process, and using our data to make informed decistons so that we
can create valuable products and services quickly for our consumers and customers

Qur teams follow this process, “the Auto Trader Way', for everythung which means we can
launch products quickly, improve expeniences and constantly make iterative changes to
ensure we constantly innovate, in fact over 50 scftware releases are made every week

Understand

We start by understanding the
needs of our audience, be that a
consumer, retaller or manufacturer
This may be achieved by visiting
sites, conducting research or

gathenng feedback

Learn

Then, based on the
learmnings, we move back
into the ‘Understand’
phase to assess the next
challenge In the journey

Build

We then build the
expenence or product
based on what might
work or what might make
the experience better and
launch it to a small sample
of the relevant audience

Understand Build
Consumers
Retailers
Manufacturers
Measure
We then measure to
see If the launch 1s
Learn Measure having the impact we
expected and that our
audience expected

19
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Delivering on our priorities

A clear focus on our six operating priorities allows us to monitor

our strategic progress and deliver results, consolidating our position

at the forefront of the UK automotive marketplace

Bringing
buyers
and sellers
together

1 Increase consumer
audience, advert views and
use of our valuations tools

Progress during the last year

» Bx larger than our nearest competitor In terms
of minutes spent on site

* Full page advert views rose 7 5%

* Consumers conducted 13 7 million valuations
n the year to March 2016

20
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Strategic report

Protecting consumers

and customers

Creating value
for customers

3 Grow ARPR in a balanced,
sustainable way by creating
value for our customers

Progress during the last year

 All retatler customers received a price Increase,
Iinked to the value of the products provided

* Increased average stock on site year-on-year

* Sales and service teams better equipped
to upsell more effechvely as a result of
new “Challenger” training approach

21
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2 Promote trust
and fairness in the
marketplace

Progress during the last year

* Forced removal of adverts that
delberately misled consumers

» Mandated disclosure of
category C and D vehicles
In our search results

* Continued to harmonise
retailer pricing structures
towards complete consistency



Delivering on our priorities continued

Be broader 4 Extend the
in our Offering penetration of

products outside
of our core classified
proposition

Progress during the last year

»1-Control penetration to over
1,900 forecourts

* Retailing solutions revenue
growth of 11%

* Launched part-exchange
tool to over 6,600 retallers,
representing ¢ 60% stock listings

* Submitted an application
to the FCA for approved
introducer authonsation

Opportunity 5 Enhance our relevance
for growth and value to manufacturers

Progress during the last year

*{ aunched new creative solutions and advertising formats
to manufacturers

*» Coordinated consistent, locally targeted brand advertising
across manufacturers and franchised networks

* Increased total display spend by manufacturers by 31%

22
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Strategic report

D ata- 6 Operate a simpler, leaner

and more data-oriented business

. Progress during the last year
o rl e n e » Migrated 71% of retailer forecourts onto new billing
system, Singleview
* Develaped the “Auto Trader Way” methodology to
standardise the approach to product development,
placing data at the heart of everything we do
* Re-structured our organisation to ensure our teams

could operate collaboratively, share knowledge and
skills in an agile manner

23
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Key performance indicators

Financial performance KPls

We use the metncs below to track our financial performance

Revenue
£m

+10%

Operating prioriies

00000606

Defimtion

The Group generates revenus from
three different streams trade, consumer
services and display advertising Trade
18 further analysed into three classes
Retailer, Home Trader and Other

Progress

Revenue increased by 10% dnven by a
10% increase In trade revenus, growth
in bath volume and yeld in consumer
services and display advertising revenue
Reter to the Financial review for further
detall on each revenue stream

Risks

00600606

Underlying operating profit
£m

+192%

Operating priorties

00600060

Definition

Underlying operating profit 1s operating
profit before management incentive plans,
share-based payments and associated
NI, exceptional tems and impatrrments

In 2014 Underlying aperating profit was
calculated less capitalised development
spend (excluding expenditure incurred
on bullding the Singleview order to cash
bilhng system)

Progress

Underlying operating profit increased
by 19% reflecting the Group's revenue
growth and close cost contral

Risks

0060060

4

Underlying operating profit
margin
%

+5% pts

Operating pnonties

006060

Definttion

Underlyving operating profit margn
15 Underlying operating profit as a
percentage of ravenue

Progress

The Group’s focus on operating efficiency
and cost contral resulted in a 5 perceniage
poinits increase in underlying operating
profit margin to 61%

Risks

006060
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Leverage
Times (x)

(1.2x)

Operating pnonties

006000600

Defimtion

Leverage 1s net external debt (gross
indebtedness, not Including shareholder
loan notes, less cash and cash
equivalents) as a multiple of Adjusted
underlying EBITDA!

Progress

Due to the Group's operating cash flow
generation combined with reduced
interest charges, £147m of the Group’s
term loan was repaid, which resulted in
leverage decreasing to 2 2x as at

27 March 2016

Risks

00600600

1 Adjustad undertying EBITDA 1s earmings
before interest tax depreciation, amortisation,
managament incentve plans, share-based
payrmeants and associated NI, exceptonal tams
and impaments, less capitalised development
spand {excluding expenditure ncurred
on bulding the Singlessew order to cash
biling system)

Strategic report

Operating cash conversion
%

+102% pts

Operating prionties

0060600600

Definition

Operating cash conversion means
operating cash flow? as a percentage
of Adjusted underlying EBITDA'

Progress

Operating cash conversion of 97%
exceeded expectations as the Group
benefited from the mproved trading
performance and close working
capital management

Risks

00000600

2 Operating cash flow 1z Adjusted undertying
EBITDA adjusted for movarnents in working
capital, exceptional tems and capital
axpenddure
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Operating pnonties relevant to our KPIs

€) Increase consumer audience, advert
views and use of our vajuation tools

€) Promote trust and famess
n the marketplace

€ Grow ARPR In abalanced, sustanable
way by creating value for our customers

o Extend the penetration of products
outside of our core classified proposition

€) Enhance our relevance and value
to manufacturers

0 Operate a simpler, leaner and more
data-onented business

Read more on page 17

Risks relevant to our KPIs

€ Economy, marketand business envirenment
9 Increased competition

€ Brand

@ New or disruptive technologies and
changing consumer behaviours
© T systems

@ Employee retention

Read more on pages 36 to 37
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Key performance indicators continued

Operating KPIs

We use the metnics below to track our operational performance

Number of full-time
employees (‘FTEs’)

Average number (ncluding contractors)

(6.1%)

Operating priorities

900060

Definition

The measure of an FTE 1s the number

of hours worked to constitute working

on a ful-time basis If an employee works
on a parttme basis they are taken as
the pro-rated decimal in trus calculation
Number of FTEs 1s reported mternally
each calendar month, which includes
contractors, with the full year number
being generated from an average of those
12 time perniods

Progress

People are an essential asset and
attracting, retaning and developing that
talent 1s at the core of our operational
thinking We also have a cansistent drive
to operate in a lean and flat structure,
which upholds simplicity over complexity
and has been the reason behind the 6 1%
reducticn in 2016 to 859 {including five
contractors, 2016 17 contractors)

Risks

086860

Advert views
Average number per morith (milhon)

+7.5%

Operating prionties

0260008

Definition

Advert views are click-throughs from
inibial search result pages to see the
more detaled specification of the vehicle
Research has shown that a higher level
of advert views correlates with a higher
number of retaller sales

Progress

7 5% growth in advert views was good
progress against 6 6% in 2015 In the year
we delivered 2 9 billion of these wirtual
Inspections, which means there was

an average of 93 vehicles per second
being viewed through an advert view

Risks

0000060
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Number of retailer forecourts
Average number per month

+0.5%

Operating pnorties

000088

Defimtion

The average number per menth of retaller
forecourts that are advertising vehicles
on the Auto Trader marketplace over the
financial year

Progress

We expected marginal growth in 2016 and
that was largely what wa saw with 0 5%
year-on-yaar uplft Whilst barners to entry
have come down with the evolving ortine
censumer journgy, we have seen where
customers have struggled because of
that evolution There has also been higher
levels of consolidation of ownership in

the franchise segment than seen in the
previous three to four years, although

the impact so far on forecourts has been
neghgible It s worth noting that the 2 5%
growth seenin 2015 was disproportcnate
as the previous method for biling made it
advantageous for customers to combine
sites to receiva a discount, which was
unwound in 2015

Risks

0060008
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Average Revenue per Retailer
(‘ARPR’)

£ per month

+10.5%

Operating prionties

00608606

Definition

Average Revenue per Retaller (ARPR) 1s
the average monthly revenue generated
from retaler forecourts dvided by the
average number of retaller forecourts

In the month

Progress

On the back of the added value we have
drven to our retaillers, we have surpassed
expectations in terms of ARPR growth
which was a key determinant in overall
reverue performance This added value
was reflected in more advert views, more
consumer visits and greater consumer
engagement, which also helped us deliver
our rate changes in a more effecive way
We implemented some changes internally
that helped improve trust and transparency
in the market and changed how we work
with our customers that had a positve
impact on ARPR In conjunction with

our messaging about the importance of
hawving a strong online presence, 2016
also saw a good underlying market that
helped support healthy levels of stock

Risks

000008

Strategic report

Cross platform minutes
Share of automotive classtfied minutes
takan in March

+8.6%

Operating pnontias

006006¢

Definrtion

Share of cross platform average minutes
spent on automotive classified sites

For all three years the companson
includas Motors co uk, RACcars co uk,
ebay Motors UK, Gumtree com motors,
Vcars co uk, Exchangeandmart co uk,
Trusteddealers co uk and Pistonheads com

Progress

This year we have widened the competitor
set so that it includes edrtenal and research
sites?, which 1s an area we're developing
The 2015 comparative has been restated,
however as data was not avallable for
2014, this figure has not been restated
Due to this change, we saw a drop in 2015
but have since seen our share grow and
maintained our goal of exceeding 80% of
that share

Risks

000008

3 In March 2016 wa wadened the compaltor set
to also mciudle Autoaxprass co uk, TopGear com,
Parkars co uk, Whatcar com, Carwow co uk
and cargurus ¢o uk The data s Just taken
far the month of March in the three years
prasentad above Data s prowded by a
thured party, comScors MMX
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Operating priorities relevant to our KPls

o Increase consumer audience, advert
views and use of our valuation tools

@ Pramote trust and fairess
in the marketplace

© Grow ARPR in a balanced, sustanable
way by creating value for our custorners

o Extend the penetration of products
outside of our core classified proposition

€) Enhance our relevance and value
to manufacturers

) Operate a smpler, leaner and more
data-onented business

Read more on page 17

Risks relevant to our KPis

€ Economy, market and business environment
€ Increased competition

€ Brand

O New or disruptive technologies and
changing consumer behaviours

e IT systems
0 Employee retention

Read more on pages 36 to 37
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Financial review

11
2016 saw anotner year

of growth In cash generation
With operating cash flows
from continuing operations
30% higher at £17/70m.”

nnnnnnnnnnnnnn

£177.0m

Operating cash flows
(2015 £135 8m|

£135.3m

Reduction in net external
debt to £392 6m
(2015 re tion of £449 9m to £527 9m)




Revenue

Strategic report

In 2018, revenue grew by 10% to £281 6m (2015 £255 9m} Growth in Retaller revenue
was the main contributor to overall growth aded by continued improvement in Display

advertising revenuse

2016 2015

£m £m Change
Retailer 2245 2021 11%
Home Trader 115 103 12%
Other 04 22 {83%)
Trade 236 4 2148 10%
Consumer services 303 290 4%
Display advertising 149 121 23%
Total 2816 2559 10%

Trade revenue increased by 10% to £236 4m
{2015 £214 8m})with Retaler revenus growing
by 11% year-on-year to £224 5m 2015 £202 1m)
Revenue generated from the Selling Pillar

of classified advertising products increased
11% to £200 0m (2015 £180 1m) representing
89% of total retaller revenue (2015 89%)

The majority of revenue grewth was achieved
through an improvement in monthly ARPR
which rose 10 8% to £1,384 (2015 £1,252)
Next year high single digrt growth in ARPR

15 expecied

Whilst the average number of retaller forecourts
per month was similar to last year at 13,514
(2015 13,452), we havs strengthened

our pasition with franchise groups whilst
consolidating the gains made in the previous
year 1n our ndependent retailer custormer
base This has been achieved aganst a
backdrop of consolidation of ownership In
the industry and therefore we expect retaller
forecourts to remain stable agan next year

The £132 increase in monthly ARPR was
achieved from &lf four of Auto Trader's growth
drivers stock, pnce, cross self and up-sell

Across all vehicle segments the iIncrease N
paid-for stock listngs accounted for 44% of
the ARPR increase, with the average number
of istings of vehicles on autotrader co uk
INcreasing year-on-vear dus to continued
buoyancy in the automotive market, retallers
increasingly recognising the value of advertising
ail of therr vehicles on our marketplace and
operaticnal iImprovemants to help retallers
list their stock of vehicles more easly The
implementation of a new billing system and

a focus on rate harmonisation also helped

to remove past allowances and discounts
between paid-for and listed units of stock

Pnce increases accounted for 31% of the
growth in ARPR as we mplemented rate
changes IInked to the value prowided as

well as continued harmonisation of rates to
address legacy arrangements and anomalies

Cross sell of retailing solhions products
contnbuted £15 to ARPR growth, dituted
shghtly by the decision to termrenate a number
of low margin products where we acted as
areseller Cross sall growth of 11% was
mainly driven by continued ncreases In the
number of retatler forecourts that are using
our data products, now around 1,800 retailler
forecourts (2015 around 1,100)
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Read more

Financial statements 84

Home Trader revenue increased 12% to
£115m (2015 £103m) undempinned by a
buoyant market and launches of a number
of new, higher yielding packages which
resulted n both increased volumes and yeld
QOther revenue fell £2 Om with the closure

of our manufacturer website business,

2™ Byte, In June 2015

Consumer services ravenues incraased 4%
to £303m (2015 £290my Private revenue
grew faster than in previous years despite

an increasingly competive market, growing
4% t0 £23 3m (2015 £22 5m) Whilst we
benefited from a greater proportion of our
customers opting to take higher yielding
premum packages to Increase the prominence
of ther advert, we also saw strong volumes,
particutarly 10 the second half of the year
increased audience growth enabled us to
dehver more leads to our partners resulting

1N an 8% growth in motonng services revenue
to £70m (2015 £6 5my Overall we antcipate
consumer services revenue will continue to
grow moderately

Display advertising revenue increased by
23% 1o £14 9m (2015 £121m) Anincrease in
average yield resulted from a greater demand
for premium and bespoke products, with
manufacturers and thew agencles recognising
the value In reaching our audience Homepage
takeovers increased In volume by over 75%

in the year Premium products accounted

for 69% of revenue, up 3 percentage points
on the previous year Looking ahead to the
opportunites the Group has in this area, the
expeciation 1s for continued revenue growth
at recent levels

Auto Trader Group plc Annual Report and Financia!l Statements 2016




Financial review continued

Underlying operating profit

Underlying operating profit Increased by 19%
to £1713m (2016 £144 1m) with Underlyving
operating profit margn improwng by 5
percentags points to 61% (2015 56%)

The Group reports non-underlying tems in
the income statement to highfight the impact
of one-off and other discrete itemns and to
allow better interpretabon of the underying
performance of the business These include
axceptional tems, IFRS 2 charges in respect
of share-based payments {and associated NI
and costs related to management incentive
schemes linkad to the previous prvate
ownership of the Group

In order to provide comparability of results
from penod te penod, and with listed peer
companies, the Directors consider Underying
operating profit to be the most appropriate
incicator of the performance of the business

Adusted underiying EBITDA was previously
used {o reflect the undertying performance

of the business as it reflected both the mpact
of non-undertying tems and the change in
approach to technology developrment
implarmented in September 2013 This
resutted in less of the Group’s expenditure

on internal development salanes meeting

the requirements for capitaksation As this
approach to technology development has
been consistent 1n both the current and

prior penods, there 1s no need to make an
adjustment for the change In approach to
technology development Adjusted underlying
EBITDA continues to be used to calculate two
of the Group's key performance indicators
cash conversion and leverage, the former in
order to be consistent with past reporting and
the latter to match the definitren of leverage

in the Group’s Senior Facilities Agreement

In its first full year as a listed company, the
Group has mplemented a Share Incentive
Plan ('SIP"), its first Sharesave plan {'SAYE")
and a Performance Share Plan (PSP’) As the
Directors intend to implement additional PSP
schemes In the future, the share-based payment
charge 1s likely to increase year-on-year

until a steady state of three PSP schemes s
reached Therefore, the Directors consider

it appropnate to make an adjustment for

IFRS 2 charges and the assocated national
insurance costs until the steady state Is
reached, most Iikely in 2018

Management ncentive plans and share-based
payment schermes mplsmented under the
previous private ownership have been disclosed
as non-underlying n the prior year

The table below provides a reconciiation
from operating profit to Underlying operating
profit and to Adjusted underiying EBITDA

2016 2015
£m £m

Operating profit 1696 1331
Share-based
payments and
associated NI 25 a7
Management
incentive plans - 19
Exceptional tems {0 B) 54
Undertying
operating profit 1713 1441
Depreciation and
amortisaton 106 125
Adjusted underlying
EBITDA 1819 1566

Underying administrative expenses (dafined
as administrative expenses before share-
based payments and associated national
Insurancs, management incentive plans and
excephonal tems) reduced by 1% to £110 3m
(2015 £111 8m) as the business conunues o
realise operating efficiencies

3o

People costs comprnise staff costs of £51 1m
(2015 £50 3m) and third-party contractor
costs of 20 4m (2015 £14m} Redundancy
and staff related restructunng costs are also
ncluded in people costs, other than those
classified as exceptional items Overall,
people costs decreased by £0 2m to

£51 5m (2015 £51 7m) with the full year
effect of the office cantralisation project
leading fo a €% decrease in average FTEs
(including contractors) io 859 Further large
scala restructunng i1s not expected in the
foreseeable future so changes in FTE levels
will be miore organic and steady rather than
the step changes we have seen in the past
The decrease in people costs resulting from
reduced FTE levels was offset in part by
anincreass n the average cost per FTE

as we continue 1o recognise the mportance
of attracting and retarning high calibre
emplayees who are fluent in digital

Targeted marketing campaigns together
with a shift towards product advertising
contnbuted to audience growth in the year
with cross platform visits up 3% to 479m
supported by marketing spend 2% higher
Howaver, spend as a proportion of revenue
fell in the year to 5 6% (2015 6 0%)

Depreciation and amortisation decreased
by 15% to £10 6m (2015 £12 5m) as past
development costs became fully amortsed
In the year

With our cost base well under control
and further reduction in deprecration and
amortisation, we expect total underying
admistrative expenses to continue to
decline modestly next year and our
Undertying operating profit margin to
improve further
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Share-based payments

The Group has implemented a number

of share schemes dunng the year and,

In accordance with IFRS 2, has recogrised
anon-cash charge of £2 3m National
nsurance costs of £0 2m have been accrued,
where applicable, on the potential employee
gains on share-pased incentives granted

In April 2015, all eligible employeses were
offered free shares under the SIP, valued at
£3,600 each at the tme of the award, and the
Company also mplemented a SAYE schems
for the benefit of Group employees with the
grant made in September 2015 In June 2015,
the Executive Directors and a number of
senior management were granted nil cost
options under the PSP

The mplementation of additonal PSP
schemas in the future, combined with
implementation of the SAYE scheme only
part way through 2016, means that the
charge for share-based payments 1s itkely
to at least double in financial year 2017

Exceptional items

In the previous year, the Group centralised
into two offices and made prowisions for
future lease and dilapidation costs for a
number of offices which were vacated
Following an intiative o extt these properties
early, and to secure cash discounts where
possible, the Group has successfully ended
Its commitment on seven properties in

the penod at a ¢ost below that onginally
anticipated As a result, an exceptional credit
of £0 8 mithon has been recognised in the
income statement following the release of
provisions na konger required

Profit before tax

Profit before tax increased to £155 Om (2015
£10 9mj) reflecting the reported Operating
profit performance whilst net finance cosis
decreased by £107 6m to £14 6m (2015
£122 2m} The substantal reduction in finance
costs was tha result of non-recurrence of a
significant exceptional item and the change
I caprtal structure in the previous year that
allowed the Group to operate with a lower
level of less expensive debt

Strategic report

Taxation

The Group tax charge of £28 3m represents
an effective tax rate of 18% (2015 22%)
which is lower than the average standard
UK rate of 20% (2015 21%) The principal
reason for the difference was the release

of a £2 Om histonc current tax provision
that is no longer requirad

Earnings per share
Basic earnings per shara from continuing
operations was 12 67 pence (2015 0 85 pence)

Adjusted basic earrings per share from
continuing operations increased to 12 86
pence {2015 412 pence) The table below
shows the effect on the Group's earnings
from continuing operations of share-based
payments and associated NI, management
incentive plans and exceptional tems

2016 205
Continuing operations fm £m
Profit from continuing operations 1267 856
Share-based payments and associated NI 25 37
Management inceniive plans - 19
Exceptional tems {08} 54
Exceptional finance cost - 29 4
Tax effect 02 77
Total adjusted profit from continuing operations 128 6 412
Weighted average number of ordinary shares in issue
(assumed to be shares in1ssue at 29 March 2015 year and
for the comparaive pencd) (milions) 1,000 1,000
Adjusted eamings per share from continuing operations 12 86p 412p

Cash flow and net external debt

2016 saw another year of growth in cash generation wath operating cash flows from continuing
operations 30% higher at £1770m (2015 £135 8m), resulting 0 cash conversion of 97%

(2015 87%)
2016 2015
£m £m
Undertying operating profit 1713 1441
Depreciation and amortisation 106 125
Adjusted underlying EBITDA 1819 156 6
Mavement In working capitat 25 (19
Exceptional items {excluding iPO costs) {4 3} @8}
Continuing capital expanditure {31) @
Operating cash flow from continuing operations 1770 1358
Operating cash conversion 7% 87%

n
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Financial review continued

Exceptional cash outflows (excluding

PO costs) decreased by £5 5m to £4 3m
(2015 £9 8m} as the restructunng and office
centralisaton project started in pnor years
were concluded Investrment in capital
expenditure decreased by £6 Om to £3 1m
(2015 £91m), as 2015 required £6 1m

of fit-out costs for the new properties

In Manchester and Lendon

Nat external debt decreased in the year to
£392 6m {2015 £527 9m) whilst our leverage
ratio of net external debt to Adjusted underiving
EBITOA decreased significantly to 2 2x, due
to operating performance, improvemsant In
cash conversion and reduced interest costs,
offset by higher tax payable During the year
£147m of debt repaymenis were made using
excess cash in order to reduce indabtedness
and the cost of servicing debt

Capital structure and dividends

On 29 July 2015, the Company completed

a reduction of capital, whereby the entire
amount cutstanding cn the Company's share
premum account was cancelled and the
nominas value of each issued aordinary share
n the caprtal of the Company was reduced
from £1 50to £0 01 The capital reduction
created significant distnbutable reserves that
are avallable for future dvdends and returns
to shareholders

Ir1 ine with the previously stated policy, the
Drectors are recommending a final dvidend
for the year of 10 pence per ordinary share,
which together with the intenm dvidend makes
atotal dvidend of 15 pence per share,
amounting to £150m  Subject to shareholders'
aporoval at the Annual General Meeting (AGM’)
on 22 September 2016, the final dvdend will
be pard on 30 September 2016 to shareholders
on the register of members at the close of
business on 2 September 2016
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Since the end of the year, the Group has
achieved net external debt leverage of
crrca 2 0x and s0, in line with previous
guidance, we expect to Increase the future
{otal annual dwvidend to circa 1/3 of net
income The Group will continue to invest
in the business but given that our sirategy
15 focused on organic growth, the Board's
intention 15 to use the majonty of surplus
cash, after taking account of dwvdends, to
fund a roling programme of share buy-backs,
starting mminently The expectation 15 that
some surplus cash will be used to further
reducs iIndebtedness

At the 2015 AGM, the Company’s shareholders
generally authcnsed the Company 1o make
market purchases of up to 100,105,169 of its
ordinary shares, subject to mirimum and
maximum price restrictions This authaorty
will expire at the conclusion of the 2016 AGM
and the Directors intend to seek a similar
general authonty from sharsholders at the
2016 AGM The programme will be cngoing
and any purchases of its shares made by
the Company under the programme will be
effected in accordance with the Company's
general authonty to repurchase shares and
Chapter 12 of the UKLA Listing Rules

Sean Glithero
Finance Director
9 June 2016
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Risk management

Strategic report

Understanding and managing
our principal risks and uncertainties

We recognise that effective nsk management is critical to enable us to meet
our strategic objectives and to achieve sustamnable long-term growth

The Board has carried out
arobust assessment of the
principal risks facing the
Company, including those
that would threaten its
business model, future
performance, solvency

or iqguidrty

The Group nsk register was
reviewed by the Board, including
an assessment of the hikelihood
and impact of each risk and the
mitigating achons being taken
Risk levels were modified to
reflect the current view of the
relative significance of each nsk
Recognising the value that our
people bnng to the business,
the nisks associated with the
retention of employees was
elevated this year

The pnncipal nsks and
unceriainties dentified are
detaled on pages 36 to 37

Risk management process

We recogrise that effective nsk management 1s cntical to enable us

to meet our strategic objectives and 10 achieve sustainable long-term
growth The Board's role 15 to consider whether, given the nsk appetite
of the Group, the level of nsk 1s acceptable within its strategy A four-step
process has been adopted to dentify, monitor and manage the nsks to

which the Group 1s exposed

1.
Identify
risks
4, 2.
Monitor Assess and
and review quantify nsks

3.

Respond to,

manage and

rmitigate risks

1 Identify nsks

A top-down and bottom-up approach 1s used to
identify pnncipal nsks across the business Whilst
the Board has overall responsibility for making
sure that internal control and nsk management
are effective, the detailed work is delegated to
the Operational Leadership Team ('QLT")

2 Assess and quantify nsks

Risks and controls are analysed and evaluated
to establish the root causes, financial impact and
lkelihood of occurrence The Group categonses
nsks Into six areas

» Economy, market and business environment
* Financial and compliance nsk

* Assat nisk

* Qperational nsk

» Competiive nsk

* Product specific nsk
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3 Respond to, manage and mitigate risks
The effectiveness and adequacy of controls
inplace 1s assessed If addittonal controls are
required to mitigate identified nsks then these
are implemented and responsibilities assigned

4 Monitor and review

The OLT 1s responstble for monitonng progress
against pnncipal nsks in a continual process
They are assisted by the Group’s internal audit
programme in conjunction with Deloitte

The Board reviews the Group’s nsk register
and assesses the adequacy of the principal
nsks identified and the mitigating controls
and procedures adopted
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Risk management continued

Read more

Principal nsks and uncertaintes

36

Corporate govemance statement

Report of the Audit Committee

g

Our framework

Risks are highlighted through a number of different reviews and culminate in a risk register,
which identifies the rnisk area, the likelhood of the nsk occurnng, the impact if it does occur
and the actions being taken to manage the nsk to the desired level

Risk governance and responsibilities

The Board's responsibilities — Ovarall responsibility for nsk management

The Audit Committee’s - Assess the scope and effectivenass of nsk management processes
responsibilities and intarnat control systems

Operational Leadership Team ~ Identify, assess, monitor, manage and mitigate nsks and exploit opportunities,
responsibilities — Ensure appropnate internal controls are in place,

~ Ensure the nsk register 1s propery mantained, and
— Embed risk management as business as usual

Operational management - Embed and manage internal controls and nsk management day to day
and internal controls as part of business as usual
Oversight functions — Aid in setbng approprate policies, provide guidance, adwice and drection
and internal audit onmplementation of those palicies and monitor the first Iine of defence
Additional line of defence ~ External auditor

34
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Strategic report

Viability statement

In accordance with Provision C 2 2 of the 2014 UK Corporate Governance Code,
the Board has assessed the prospects and viability of the Group.

Assessment of prospects

Auto Traderisthe UK'sleading digital automotrve
marketplace and it 1s the Group's clear focus
to maintain this posibion by relentlessly
focusing on improving the process of buying
and seling vahicles Dunng the year ended
27 March 2016 the Group generated a

profit before tax of £155 Om and was highly
cash generative with operating cash flow
from continuing operations amounting to
£1770m Taking mnto account the Group's
current postion and its pnncipal nsks and
uncertaintas as descnbed on pages 36 to 37,
the Directors have assessed the Group’s
prospects and viability

The strategy and business model as set

out on pages 17 to 19 are central to an
understanding of its prospects These factors
provide a framework for the rolling three-year
plan which 1s developed as part of the annual
budget process and reviewed by the Board
{0 assess the Group's prospects

The three-year timeframe for assessing both
prospects and viability 1s considered to be
appropnate due to the following

e it1s consistent with the Group's rolling
thres-year strategic planning process,

projections looking out further than three
years become significantly less meaningfil
in the context of the fast mowving nature of
the market, and

it reflects reascnable expectations in terms
of the reliability and accuracy of operational
forecasting models

The Group's prospects are assessed
primanty through its strategic planning
precess This process includes an annual
review of the ongoing plan, led by the
CEO through the Operational Leadership
Tearn and all relevant functions are invetved
The Board pariicipates fully in the annual
process ard has the task of considenng
whether the plan continues to take
appropnate account of the external
ermargnment including technological,
social and macroeconomic changes

The output of the annual review process 1s
a set of operational prionties, an analysis of
the nsks that could prevent the plan being
delvered, and the annual financial budget

Detailed financial forecasts that consider
profit, cash flow, funding arrangements

and key financial ratios have been prepared
for the three-year peniod to March 2019

The first year of the financial forecasts form
the Group's 2017 budget and 1s subject to
are-forecast process at the half-year The
second and third years are prepared in detall,
and are flexed based on the actual results in
year one

Assessment of viability

The Board's assessment of the Group's
prospects, as dascnbed above, has been
made with referenca to current market
conditions and known nsk factors The
principal nsks and uncertaintes facing the
Group are outlined on pages 36 to 37

Gven the Group’s financial performance

in 2016 and over recant years, the Board
considers that the key factor which would
prejudice the delivery of the Group's
financial objectives 1s a severe weakening

of Auto Trader's marketplace proposition
and its lsading market position This could
be caused by a loss of audience which
results in a reduction in retallers and the level
of stock listed on the marketplace or by a
reduction in the number of retallers and stock
which could then rasult in a loss of audience

Using the current strategic planas a
base case, dternative forecasts have
been produced to model the effect on
the Group's lquidity and solvency of very
severe combinations of the pnncipal nsks
and uncertainties affecting the business
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The viabdity model assumed a rapid
detenoration in stock and audience over a
short penod of tme  The number of customer
retailer forecourts and the ARPR generated
were significantly degraded in the model,

but expenditure in the areas of marketing,
payrol and technology ware held steady
Revenue and profitability are clearly affected
in this scenario, but the business remains
cash generative

Based on thair assessment of prospects and

viability above, the Directars confirm that they
have a reasonable expectation that the Group
will be able to continue in operation and mest

its liabilities as they fall due over the three-year
period ending March 2019

Going concern

‘The Directors also considered it appropnate
to prepare the financial statements on the
going concern basis, as explaned in the
Basis of preparation paragraph in note 1

to the financial statements
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Principal risks and uncertainties

Identify, evaluate and manage |
risks facing the Group

The principal risks and uncertainties which are considered to have a potentially matenial
impact on the Group’s long-term performance and achievement of strategy are set out
In the followng table External and internal nsk factors have been considered

Additional nsks and uncertainties to the Group, Including those that are not currently known
or that the Group currently deems immiatenal, may individually or cumulatively also have a
maternal effect on the Group’s business, results of operations and/or financial condition

Principal risk Description

Macroeconomic risks

1. Economy, market If the UK car market contracts this could resuft in a reduction In new and used
car transactions which could result in a reduction in the number of retallers or
reduce retallers’ desire to advertise their vehicles in the marketplace |naddition,
a contraction in the UK car market could reduce manufacturers’ spend on
advertising on the marketplace

and business environment

Competitive risks

2. Increased competition Increased competition could mpact the Group's ability to grow revenus due to
the potential loss of audience, trade and consumer advertisers, or demand for
additional services

3. Brand Faillure to maintain and protect the brand or negative publicity surrounding the
Group's products or services could impede the Group's ability to retain or expand
1ts base of retailers, consumers and advertisers or could dminish confidence in
and the use of the Group's services

4. New or disru ptlve Fature to innovate and develop new technclogles or products, to execute product |
- launches and iImprovements or to adapt to changing consumer behawviour towards '
technologles anq Changmg car buying or ownership could lead to the Group's business being adverssly impacted
consumer behaviours

Operational risks

5. 1T systems Fadure in one system as a result of maticious attack, our own fadures or those
of third-party supplers, could disrupt others and could impact the availability
or performance of Group platformis and could cause reputational damage with
consumers and/or customers

6. Emp[oyee retention Our continued success and growth 1s dependent on our ability to attract, recrutt,
retain and motvate our highly skilled workforce Failura to do so could result in the
loss of key talent
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Strategic report

Operating priorities relevant to our nisks

@ Increase consumer audience, advert views and use of our valuation tools
€ Promote trust and faimess in the marketplace
9 Grow ARPR 1n a balanced, sustamnable way by creating value for our customers
o Extend the penetration of products outside of our cors classified proposition
@ Enhance our relevance and value to manufacturers
@ Operate a simpler, leaner and more data-onented business

Read more on page 17

Key mitigations Operating priornties Change

« Begutar raview of market condiions o 9 e 0 @ @ @

* Rasilent business model

* Demonstration of value to customers o @ 0 o@ @ @

= Ragular review of audience data
* Mantain investment in products and n marketing campaigns
* Resilient business model

* Mantain investment i marketing campaigns o 9 e oe @ @

» Clear and opan culturs

* Monitor audience figures and consumer functonality o @ e o 6 @ @

relative to competitors
» Contnuous investment (0 technology
* Focus on retaining key developers and attracting new talent

* Adherence to stnict indusiry standards o 9 e o e @ e

* Internal team focused on miigating secunty ihreat
* Mantenance of a business continuity plan

* Long-term incantive plans for key senior staff @ @ @ o e 6 @

* Active succession planning and career development plans
» Employse engagerment surveys
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Corporate social responsibility

Making a difference

Qur culture is shaped by our
values of determination, reliability,
cunosity, inspiratton and humility
Throughout the organisation,
these values manifest themselves
In our fast-paced and highly
customer-onentated approach,
and in our commitment to

being an exciting, INnovative

and digital-led company

Overview

Across the business, we are 'ed by a sense of
purpose and a set of pnnciples that foster an
environment of irust, within which challenge and
debate are encouraged and talent 1s recognised
and nurtured People are the Group’s most
valuable resource and the succass of the Group
15 to the credit of all its amployees, this helps
drive one of our strategic priorties of bullding

a digital culture that 1s values-driven, customer-
focused and data-onented

Corporate sccial respongibiity ((GCSR) at Auto Trader
15 driven by our values and cutture and 1s focused
on making a difference It compnses employee
engagement, people development, health and
safety, environmental iImpact, sustainability and
energy efficient operations

Auto Trader 1s a responsible employer and we
ars keen 1o give back to the local communities
in which we operate, as well as supporiing
charties and causes that are close to our
employees' haarts

The ways in which wa wish to make a difference
i our community are focused on four areas
employees’ indmdual chantable efforts, customer
chantable causes, local chantable support and
cornmunity engagement through education and
business mentonng Auto Trader views these
responsibiiies as things that should be embedded
In how we operate our business on a daily basis
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Strategic report

Our culture

We have fostered a fast-paced culture that has innovation
at its heart, driven by a committed leadership team that
combines both digital experience with a long average

tenure at the Group.

Values and
value led Purpose
and principles
driven
Driven by
innovation
Based on
trust and Digital
debate and data
dnven
Our values

By adhering to the Group's core values, we believe we
are making a posrtive impact not only on our consumer
audience and customers, but also on our empioyees
and the communmities in which they work and live,

Be determined

Be inspirational

We got where we are today by
being determined And that’s
how we'll continue to succeed

Be reliable

With nearly 40 years of
expenence, Autc Trader Is
a trusted industry voice
We use that voice wisely

Be humble

Qur customers depend on
us, S0 we must always be
there with useful services
that work effortlessly

Be cunous

Asking questions and trying
things out 1s the best way
to stay ahead of changes

n the digital warld
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We need our customers
mare than they need us
Everything we do, we
should do to help them



Corporate social responsibility continued

As at 27 March 2018
Gen der Allemployees

d 2 2 Senior managers (baing the members
|Ve rSI y of the Operational Leadership Team)

Malte Female Total

546 301 847

g 5 14

Directors of Auto Trader Group plc 4 2 6

Employee engagement
and rewards

To help us achieve our mission of leading the
790/0 future of the digiial automotive marketplace,

wa have bullt a fast-paced culture that has
Employee engagement innovation at ns heart and 1s based around
Figure calculated via Culture Amp a strong set of core values Qur teams are
Engagement s defined as ‘The level of focused on continually developing aur sre
connection motivation and commitrment to ensure consumers get a great user
a person feels for the place they work’ expenence as well as developing innovative

products that will add value to our retallers

We value our people and ther opinions
We organise an annual Employes
Conference and hold regular business
updates throughout the year to update
employees on the Group's performance
and operating pnonties as well as gvng
them an opportunity to ask questions
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Followng the all-employee share incentive
plan ('SIP') launched after our stock
market flotation, a share save scheme
{'SAYE') for the benefit of Group employees
was implemented which not only recogrises
and rewards employees, but also promotes
a culture of shared ownership

Thus year the Comparny launched “Incredible
Beneflits”, 2 new way for employees to access
all the benefits offered at Auto Trader in cne
place, enabling them to tailor ther benefits
package to maet therr own specific needs
As well as our Company funded benefits,
we offer a wide range of voluntary benefits,
including childcare vouchers, health cash
plan and cntical liness nsurance, that are
proving popular amongst our employees

In recognition of our commitment to
rewarding our employees, Auto Trader
was votad number 131n the UK for pay
and benefits by Glassdoor, the UK's
fastest growing jobs and recrutment
platfarm The Group continues to focus
on its highly engaged workforee, and on
attracting and retaning the most ialented
individuals in the market As part of the
Group's shift to a digital culture, the Group
has not only been able to reduce its
headcount (March 2016 847 vs March
2015 876) but also retain a more
technology and ideas-focused team
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People

Strategic report

development
and training

Human
rights and
inclusion

Human nghts policy hwving our values
At Auto Trader we aspua ta be the UK’s
most admired digital business and we
want that admiration to come from
employees, suppliers and customers

alke Being admred is not an end in self
But it matters becauss the only way to
deliver the best services for our customers
—and do the nght things by our pecple -
15 1o approach things in the nght way

Whether you're In the workplace or away
from the office on company business we
all must behave professionally, sthucally
and legally, treating people with decency
and respsct

Equal opportunities

The Group 15 committed to treating all of
its employees and job applicants farly and
equally It 1s our policy not to discaminate
on the basis of therr gender, sexual
orientation, mantal or civil partner status,
gender reassignment, race, religion or belisf,
co'our, nationality, ethric or national ongin,
disabilty or age, pregnancy or trade union
membership or the fact that they are a
part-time worker or a fixed-term employee
The equal opporiunties policy operated by
the Group ensures all workers have a duty
to act \in accardance with this

Employees with disabilities

Wo welcome all apphcations for smployment
made by indviduals wath disabilihes Qur
dedicated Auto Trader Resourcing taarn will

maks reasonable adjustments in the recrurtment

process according to the needs of each
indimdual to ensure that they can perform
ther best dunng the assessment stage
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Autto Trader is committed to investing in its
ernployees through extensiva training and
lsadership programmes that are designed
to equip all employees with the necessary
skil's to help them parfarm to the best of
thewr ability as well as 1o foster a cufture of
highly engaged employees committed to
achiaving the Group's mission

We conhnue to deliver our thres-day
induction programme for all new starters
that allows themn to understand the core
values of our business and help achigve
a one team culture at Auto Trader We
have launched a “Learning Hub” which
supports our pacple N dnving ther

own development through a wide
range of learning opportunities using
masterclasses, bitesize sessions and
onling learning

The Graduate, The Practical Pecple
Leader and Leadership Davelopment
Programme operate throughout the
year including external away days that
allow participants to fully appreciate
and utilse each other's strengths and
capabilites no matter where they
operate n the businass

We are also taking part in the “Change 100"
ntemshp programme orgarused by Leonard
Cheshire Disability offenng one talented
student with a disability a summer
placement in our Manchester head office

We are dedicated to supporting
employsss that become disabled dunng
ther smployment with us We recognise
that each indwidual 1s unigue and we
provide support and make reasonable
adjustmenits o ensura they continue
realising ther full potential at work

We continue to offer iraning, career
development and promotion oppertunities
by taking appropnate achon related to the
needs of the indmviduals to allow them to
continue to have a fulfiling career with us
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Corporate social responsibility continued

Making a difference
in the community

Each year we assign a fundraising budget
which allows employees the opportunity

to request funds for causes that are close
to therr hearts This allows us to help a
wide range of organisatrons and offers
employees a vanety of ways to get involved

Donaticns from Auto Trader directly to
charities totalled £44,000 last year and
our emplayees raised additional funds
with fundraising activiies across the year

However, beng a good corporate citizen s
not just about fundraising, our community
nvolverment policy supports employees
who wish to work with communities across
the UK, either as private indivduals or as
employees of Auto Trader Our commurnity
sponsorship programme provides
employees with a bursary to support local
nhiatives or clubs that they are involved
with ft can be not only about malang a
menetary donation but also about cifering
our ime and expertise whilst maximising
the take-up of volunteenng days, one of
our Incredible Benefits

Woe have formed a strategic partnership
with Forever Manchester which will help

us {o make a dfference in the communiies
in which we operate The 2016 Auto Trader
Community Fund will offer sponsorship

of up to £1,000 to many local charies and
community groups amed at really making
a differance in the lives of people across
the region

Leading up to Chnstmas last year
approximately one hundred elderly wisitors
from local community centres near the
Manchester and London offices joined us
to share a Chnstmas dinner and festive
entertainment with some of our employees

Dunng the last year we have also supported
or sponsored Code Club in two schools In

Greater Manchester, teaching young students
how to code We have also been a corporate

partner for HOME, the largest art centre
outside Londan, and the Manchester
International Festival, the wortd's first festival
of onginal, new work and special events

42

Chnstmas lunch at the Londan office for
the St Pancras Community Association

We have formed a strategic
partnership with Forever
Manchester which will help
us to make a difference In
the communities in which
we operate.

Health
and safety

We are committed to maintaining a safe
workplace for our employees, customers,
visttors, contractors and anyone affected
by our business actvties It 1s therefore
our policy that all of the Group’s facilities,
products and services comply with
applicable laws and regulations gaverning
safety and quality

During the year there were no major
imunes reported under the Reporting
of Ijunes, Diseasas and Dangerous
Occurrences Regulations
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Strategic report

Environment

Wea are mindful of the effects of our business
on our envircnment and continue to support
energy efficiency throughout our business
actvties As an ntemet-based Group with
most staff employed in two office locations,
we believe our own environmental footonnt
1s small We encourage our employees to
take steps to address our emaronmental
responsibiites For instance we operate
recycling schemes which were established
with local authorties and recycling partners
There are no wasta bins at desks in our
offices which encourages the amount of

recycling we do

1,297

trees planted by Fruitful Office
on Auto Trader’s behalf

Both offices are graded highly by the
BREEAM standard, spacifically the Kings
Cross offica 1s rated 'Outstanding’ and
the Manchester office 1s rated ‘Excellent’
The Kings Cross office 15 Iinked to the
site-wide distnct heating network This
network will provide close to 100% of
the development's heating and hot water
needs The bulding has been designed
o maximise the environmental benefits
of tis location Orientation, solar shading,
the use of thermal mass for cocling and
passive ventlation systems all coninbute
1o energy efficiency

We use Fruitful Office to deliver fruit to
both offices each week For every frutt
basket our employees receve, the Frurtful
Office plants a fruit tree n Malaw to help
mitigate the effect of global warming,
deforestation and providing an income to
support the local communities This year,
the scheme has planted 1,297 trees on
Auto Trader’s behalf
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Greenhouse
gas emissions
statement

Auto Trader 1s required {0 measure
and report its direct and indirect
greenhouse gas (GHG') emissions by
the Companies Act 2006 (Strategic
Report and Directors' Report)
Regulations 2013

The greenhouse gas reporting penod
1s aigned to the financial reporting year
The methodology used to calculate
our emissions 15 based on tha financial
consclidation approach, as defined

in the Greenhouse Gas Protocol,

A Corporate Accounting and Reporting
Standard (Revised Edition) 2004
Emission factors used are from UK
government (‘DEFRA’} conversion factor
guidance current for the year reported

The report includes the *Scope 1’
{fcombustion of fuel) and 'Scope 2°
(purchased electricty and gas) emissions
associated with our offices We have
chosen to present a revenusa intensity
ratio as this 1$ a relevant Indicator of

our growth and 1s altgned with our
business sirategy The reduction in
100, 18 due to the centralisation of

our offices part way through 2015

2016 2015
Absclute carbon
emissions {{CO,) 445 793
Revenue (£m) 28186 2559
Carbon intensity’ 16 31
Year-on-year
change -49%

1 Absolute carbon emissicns dwvided by
revenus in milions

The Company's Strategic report 1s set
out on pages 2 to 43 Approved by
the Board on 9 June 2016 and signed

on its behalf by 5( g [
Sean Glithero

Company Secretary

8 Juns 2016
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Governance overview

Committed to high standards
of corporate governance

Dear shareholders,

| am gleased to Introduce our corporate
governance report for 2018, which includes
a review of the corporate governance
arrangements in place, and reports from
each of our Board Cammittees

Comphance with Corporate
Governance Code

| can confirm that the Company 1s now

in full complance with all provisions ¢f the
UK Corporate Gaovermance Code 2014
(the 'Code’)

As | reported In 2015, the Company was
Isted immechately before the end of the last
financial year At that ime, the Company
did not comply with alf of the Code’s
pravisions We commutted to take the
necessary steps in order to fully comply
within 12 months of joning the FTSE 250
Index, and we have achieved that goal,
although we were not in comphance with
the provisions surrounding the composition
of the Board and tts Committees for the
whole of the year under review

Directors

As already outhned in rmy Chairmnan's statemant
on page 4, we appointed three new Independent
Non-Executive Directors dunng the year Thera
was a ngorous process for the appointments
as described in the report of the Nominahon
Committee on pages 52 to 53 The new
Directors bring with them significant financial
and commarcial expenence and | am
confident they wil support the executive team
in their mplementation of the Group's strategy

Fellowing the departure of Tom Hall, Nick
Hartrman and Chip Perry, our Board 1s

now at the minumum number of Directors
required to comply with the Code We
betieve that the Board I1s an appropnate
size for the Group, which s relativaly lacking
in complexity However, we will keep this
under continual review

All Directors will offar themselves for elaction

or re-election by the shareholders at the
forthcoming AGM
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Board evaluation

As well as ensunng that the Board includes
the appropnate balance between Executive
and Independent Non-Executive Directors,
we also recognise the need to be effeciive
as a Board We camed out a thorough
intemal evaluation process dunng the year,
which 1s descnbed on page 51

External audit tender

The report of the Audit Committes 1s set
out on pages 54 to 59 This includes a
detaled descnption of the format audit
tender process that was carned out by
the Commuttee during the year, leading
o our recommendation to shareholders
that KPMG LLP should be appointed as
auditors at the next AGM, succeeding PwC

Annual General Meeting

Qur Annual General Meeting will be
held at 10 00am on 22 September 2016
at 1 Tony Wilson Place, Fourth Floar,
Manchester, M15 4FN We expect that
all Directors wil be In attendance

Ed Willams
Chaiman
9 June 2016
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Governance

Cverall authonty for tha Monitonng delivery of
management and conduct business strategy and
of the Group's business, abjectves, responsibilty
strategy, objectives and for any necessary
development comective action
Oversght of operations
Approval of budgets, D including effectivenass
matenal contracts arkd PI'OVldI.I"Ig of systems of internal
Major projects leadership for contrals and nsk
the long-term ranagement
success of the
Group
Approval of changes
Approval of the to the captal, comcrate
dmdend policy and/or management
Approval of the structure of the Group
finanaial statements,
Annual Report
and Accounts,
communications with
shareholders and the
wider investment
Community

Committees of the Board

Read more

Repert of the Noemination Cormmittee 52
Report of the Audit Committee 54
Directors' remuneration report 60

Board responsibilities

The Board has adopted a formal schedute

of matters reserved for its approval and has
delegated other speaific responsibilites to

its Committees This schedule sets out key
aspects of the affarrs of the Company which
the Board does not delegate It 1s reviewed
on an annual basis and 1s availlable wa our
website at about-us autotrader co uk/investors

Board activities in 2016
included:

Appointment of three new Independent
Non-Executive Directors

Investor relations strategy

Simphfication of the corporate structure

Approval of dmdend policy and caprtal structure

Appaintment of new auditars

Approval of strategy, operating pnonties
and 2017 budget

Robust review of nsks and approval
of viability statement

internal Board evaluaton

The Board has delegated authority to its Committees 1o carry out certan tasks on its behalf, allowirig the Board to operate efficiently
and to give the nght level of attention and consideration to relavant matters A summary of the terms of reference of each Committee
1s set out In the table below and the full terms of referance for each Commitiee are avalable on the Gompany’s website at

about-us autotrader co uk/investors

Nomination Committee

Audit Commrttee

Remuneration Committee

Members - EdWillams (Charman) — Dawvid Keens (Chairman) - Jl Easterbrook {Charmany)
- Dawid Keens — Jil Easterbrook - Dawd Keens
- Jil Easterbrook = Jem Mundy - Jen Mundy
- Jam Mundy
Role and terms - Rewviews the structure size and -~ Reviews and reports to the Board on — Responsible for all elements of
of reference composition of the Board and its the Group's financal reporting, Intemal the rernuneration of the Executive
Committees control, whustleblowing, internal Directors and the Chairman,
— Makes appropnate audit and the ndependenceo and and seruor employees
recommendations to the Board effectiveness of the external auditors
Activities m 2016 — Selechon process and — Review of Annual Repaort and first - Targets and structure of first PSP

recommendaton to the
Board to appont three new
Non-Executive Directors

- Qversaw the first internal
Board evaluation

- Reviewed succession planning
for the Board, Executive Directors
and the Sanior Management team

PLC reporting cycle
- Appointment of internal audiors and
apperoval of nsk based programme
~ External audit tender process and
appointment of new auditors

awards and bonus scheme targets
Considenng executive pay
emironment and confirming
current remuneration policy
Design of first Company-wide
share schemes ('SIP’ and ‘SAYE))

(3) Read more on page 52

@ Read more on page 54
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Board of Directors

David Keens
Senior Independent Non-Executive Director

Dawvid was appointed as a Non-Executive
Director on 1 May 2015 Dawnd was

previously Group Finance Duector of NEXT ple
(1991 to 2015) and its Group Treasurer (1986
to 1991) Previous management expenence
includes nine years in the UK and overseas
operations of multinational food manufacturer
Nabtsco (1977 to 1986) and prior to that seven
years In the accountancy profession

Appomted to Board May 2015
Independent Yes
External appointments J Sainsbury plc

Committee memberships
Audit (Chairman), Nomination, Remuneration

Jill Easterbrook
Independent Non-Executive Director

Jill was appointed as a Non-Executive Director
to the Board on 1 July 2015 Jill was previcusly
a member of the executive committee at Tesco
PLC where she was most recently the Group
Business Transformation Director She joined
Tesco In 2001 and held a varniety of strategic
and operational leadership roles She has

run a number of multichannel businesses
within Tesco including UK and ROI Clothing
and the Developing Businesses division

Jill started her career at Marks & Spencer

n buying and merchandising and also spent
time as a management consultant with

Cap Gemiru Ernst & Young

Appointed to Board July 2015
Independent Yes
External appointments None

Comimittee memberships
Remuneration (Chairman}, Normination, Audit
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Trevor Mather
Chief Executive

Trevor joined Auto Trader as Chief Exacutive

in June 2013 Previcusly, Travor was President
and CEO of ThoughtWorks, a global IT and
software consulting company Trevor joined
ThoughtWorks in 2001, to kick-start the

UK branch of the company and then took
responstbility for 2l international operations
before becoming CEQ in 2007 He helped
oversee the business grow from a 300 person
North Amencan company to a 2,200 persen
global business with operations in 29 cities
arpund the world with a particular personal
focus on helping businesses become truly digital
Before his time at ThoughtWorles, Travor spent
almost 10 years at Andersen Consulting (now
Accenture) focusing on e-business solutions
Travor holds an MEng In Aeronautics and
Astronautics from Southampton University

Appointed to Board June 2013
Independent N/A
External appointments None

Committee memberships N/A
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Jem Mundy
Independent Non-Executive Director

Jent was appainted as a Non-Exgcutive Director
on 1 March 2016 Jem s the Enterpnise Product
Management Director for Vodatone Group and I1s
responsible for the strategy, delivery and ifecycle
management of the product pertfolio worldwide
Jeni started her career as a Radio Engineer with
BellSouth in New Zealand and has been with
Vodafone since 1998 Her roles have included
fiva years as Chief Technology Officer { CTO')

n New Zealand managing 1T and the mobile
network, five years as the Vodafone UK CTO and
a year lgading the Northern Europe Sales team
for multi-natronal customers Jen holds an MSc
n Electranic Engineenng from University of Wales

Appointed to Board March 2016
Independent Yes
External appointments None

Committee memberships
Remuneration, Nomination, Audit

Governance

Sean Ghithero
Finance Director and Company Secretary

After qualifying as a chartered accountant with
Ernst & Young, werking within both the audit and
corporate finance departments, Sean warked

1 the telecoms industry and for the FTSE 100
company BPB plc, befcra joining Auto Trader

as Group Financia! Controller in 2006 He has
since held vanous group and divisional roles

in the business, helping the business reshape
through acquisitions and disposals as well as
aiding the transition online through restructuring
and realignment programmes Sean was
appointed Finance Director in September

2012 and has led twa major re-financings and
also has responsibihty for customer secunty,
legal services and procurement Sean holds a
BA {Hons) in Accountancy from Exeter University

Appointed to Board September 2012
Independent N/A
External appointments None

Committee memberships N/A

Ed Willams
Charman

Ed has been a Non-Exscutive Director of

Auto Trader since November 2010 and Chairman
since March 2014 He was the founding Chief
Executrve of Rightmova plc, serving in that
capacity from November 2000 until hus retirermnent
from the business in Apnl 2013 Rightmove plc
was floated on the London Stock Exchange

n February 2006 Pnor to Rightmove, Ed spent
the majonity of his career as a management
consultant with Accenture and McKinsey & Co
Ed holds an MA in Phidosophy, Politics and
Economics from St Anne's College, Oxford

Appointed to Board November 2010
Independent on appomntment Yes
External appointments Ideabsta S A

Committee memberships
Nomination (Chairman)

The dates of appointmant shawn are the dates on which the Directors were first appointed to tha Beard of Auto Trader Group ple or the Group S previous pareni company,

Auto Trader Holding Limited
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Corporate governance statement

Introduction
ThIS Corporate governance statement This statement also includes temns required by the Listing Rules

explains key features of the Company’s and the Disclosura Rules ang Transparancy Rules (DTAS')

The UK Corporate Governance Code (the ‘Code’} 1s avadable
governance structure and how it compltes on the Financial Reporting Council website at frc org uk
with the UK Corporate Governance

H H Comphliance with the 2014 Code
COde pUthhed N 2014 by the Flnanc:al As at the date of this report, the Company is in full comphance with

Reportlng Council the provisions of the 2014 Corporate Governance Cede However,
the Company did not comply with all the provisions {or the whole
penod as explaned below

The Board 15 satisfied that, daspite the non-compliance with these provisions for part of the penod, no Indvidual dorminated its decision-taking,
no undue rellance was placed on particular indviduals, there was sufficient challenge of executive managerment in meetings of the Board or
relevant Committee, and the Board and relevant Commitiees operated effectively throughout the whole pencd

Code provision Detail Explanation of nen-compliance
B12 Until 1 March 2018, less than half of the Beard,  For FTSE 330 Index companies, at lsast haf the Board, excluding the
excluding the Charman, were Independent Chairman, should comprise Independent Non-Executive Directors
Non-Executive Directors The Company became a member of the FTSE 350 Index dunng the
reporting penod

The Company appointed three additicnal Independent Non-Executive
Diractors dunng the penod on 1 May 2015 (David Keans), 1 July 2015
{Jull Easterbrook) and 1 March 2016 {Jeni Mundy), banging the Board
Into full compliance with this provision from that date Furthermore,
the two Non-Executive Directors who were not considered to be
independent (Torn Hall and Nick Hartrnan) resigned from the Board

on 7 March 2016
C31 Until 1 July 2015, the Audit Committes Until 1 May 2015, the Audit Committes was chared by Tom Hall
did not comprise three independent (Non-Executive Director) and s members were Ed Willams
Non-Executive Directors (Charrman) and Chip Perry {Independent Non-Executive Director}

0On 1 May 2015, David Keens was appanted as Audit Committee
Chairman, Torm Hall became a Committee Member and Ed Wiliams
stepped down as a mambar of the Committee

Jil Easterbrook joined the Commuittee on 1 July 2015, and Tom Hall
stepped down as a member of the Committes, and so with effect
from that date, the composition of the Audit Committee was in full
comphance with the Code

D21 Until 1 July 2015, the Remuneration Committee  Until 1 July 2015, the Rermnuneration Committee was chared by
did not compnsa three Independent Non- Ed Willlams (Chairman) and its other member was Chip Perry
Executive Directors (indepandent Non-Exscutive Director) David Keens jained the

Remuneration Committee on his appontment on 3 May 2015

On 1 July 2015, Jill Easterbrook was appointed as an lndependent
Non-Executve Director and Remuneration Committee Chairman,

and kd Willams stepped down from the Remuneration Committes,
and s0 with effact from that date, the composiiion of the Remuneration
Commuttea was in {ull compliance with the Code
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Governance

Board and Committee meetings and attendance

— Leadership and governance of the Board

- Ensunng its effectiveness by creating and
managing constructive relationships between
the Executive and Non-Executive Directors

- Ensunng ongoing and effective
communication between the Beard and its
key sharaholders

- Setting the Board's agenda and ensuring that

adequate time I1s avallable for discussions

Ensunng the Board receves sufiicient,

pertinent, timely and clear information

— Responsible for the day-to-day operations
and results of the Group

- Developing the Group’s objectives and
strategy and, following Board approval,
the successful execution of strategy

— Responsible for the effective and ongoing
communication wath shareholders

- Delegates authonty for the day-to-day
managemant of the business to the
Operatenal Leadership Team (comprising
the Executve Directors and senior
managerment) who have responsibility
for all areas of the business

- Scrutinise and monitor the performance
of management
- Constructively chalenge the
Executive Directors
- Morvor the integnity of financial information,
financial controls and systems
of nsk management

- Acts as a sounding beard for the Chairman

— Available to shareholders If they have
concerns which the normal channels through
the Chairman, Chief Executive or other
Directors have failed to rasolve

— Meets wrth the other Non-Executiva Directors
withaut Executive Directors present

- Leads the annual evaluation of the
Charman’s performance

Board meetings are scheduled to coincide with key events in the Chairman
corporate calendar including the intenm and final results and the
Annual General Mesating {AGM')
All Directors are briefed by the use of comprehensive papers
circulated in advance of Board meetings and by presentations at the
meetings There 1s also a manthly financial update call at which the
Board discusses results with operational management A two-day
strategy meeting 1s also held each year
Board Audit Remuneration Nomination Chief
Number of Executive
scheduled
meegtings held 9 3 4 4
Director
Ed Willams 9/9 na 2/2 4/4
Trevor Mather 9/9 n‘a n/a n‘a
Sean Glithero 9/9 na n/a n/a
Tom Hall! 7/8 11 n/a 3/3
Nick Hartman? &/8 na n‘a rn/a
Victor (Chip) Perry? 8/8 343 3/3 3/3
David Keens?® 8/8 3/3 33 3/3 Non-
Jill Easterbrook® 6/6 272 272 2f2 Executive
Jeni Mundy?® 1/1 0/0 1/1 172l Dwrectors
1 Stepped down from the Audit Commuttee on 1 July 2015 and resigned from the
Beard on 7 March 2016
2 Resigned cn 7 March 2016
3 Appointed on 1 May 2015
4 Apponted on 1 July 2015
5 Appointedon 1 March 2018 Sentor
Independent
Board roles Director
The posttions of Charman and Chief Executive are not exercised by
the same person, ensunng a clear dvision of responsibility at the head
of the Company The dvision ¢f roles and responsibiliies batwaen
the Chairman, Ed Willams, and the Chief Executive, Trevor Mather,
have been agreed by the Board and are set out in writing
Company
Dawd Keens replaced Chip Perry as the Senior Independent Dwector Secretary

on joning the Board on 1 May 2015

All Directors have access to the advice and services of the Company
Secretary, Sean Glithero, who 15 also the Finance Director

- Avaiabte to all Directors io provide advice
and assistance
- Responsible for providing govermnance adwice
- Ensures comphance with the Board's
procedures, and with applicable rules
and regulations
~ Acts as secretary to the Board and
all Committees

Board composition

Af the date of this repont, the Board consists of the Non-Executive
Chairman, three Independent Non-Executive Directors and two
Executive Directors Biographies of all members of the Board appear
on pages 46 and 47

In accordance with main principle B 1 of the Code, the Board and its
Committees have an appropriate balance of skills, expenence and
knowledge of the Group to enable themn to discharge ther respective
duties and responsibilities effectively
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Corporate governance statement continued

Board balance and independence

At 27 March 2016 and to the date of this report, the Company 1s
comphant with the Code provision that at least half the Beard,
excluding the Chairman, should compnse Independent Non-Executive
Directors The Company became compliant with this provision on

1 March 2016 with Jeni Mundy's appointment to the Board

Aliofthecurrent Non-Executive Directors (David Keens, Jil Eastertrook and
Jar Munady), are considered o beindependent in character and judgemert,
and free of any business or other relabonship which could matenalty
influence their judgement. Chip Perry, wha rasigned from the Board on

7 March 2016, was also considered to ba independent for the same
reasons Ed Willams was considered to be independent on appointment

The Charman's fees and the Non-Executive Directors’ fees are
disclosed on page 62, and they received no addtional remuneration
from the Company dunng the year

Until 7 March 2016, the Company had a relabonship agreement

{the ‘Relationship Agreement’) in place with its pnncipal shareholders,
funds adwised by Apax {the ‘Apax Shareholders) While the Relationship
Agreement was in force, the Apax Shareholders were entrtled to appont
two Non-Executive Directors, providing they (and any of thewr respective
associates, when taken together) held voting nghts over 20% or more
of the Company’s issued share capital, and one Non-Executive Director
providing they (and any of therr respective associates, when taken
together) held voting nghts over 10% or more of the Company's

1ssued share capital The two Non-Executive Directors appointed by,
and representing the Apax Sharehoiders were Tom Hall and Nick
Hartman, and they were therefore not considerad to be ndependent

On 26 February 2016, the Apax Shareholders disposed of shares
such that their combined holding fell below 10% of the Company’s
1ssued share capital Tom Hall and Nick Hartrman subsequeritly resigned
from the Board with effect from 7 March 20186, and therefare the
Relationship Agresment was terminated from that date

Appointments to the Board

Non-Executive appaintments to the Board are for an inttial temm of up to
three years Non-Executive Directors are typically expected to serve two
three-year terms, although the Board may invite the Director to serve for
an addiional penod Refer to the Report of the Nomination Commuttee
on page 52 for more information on the appontment process

External directorships

Any external appointments or other significant commitments of

the Directors require the prior approval of the Board Neither of

the Executive Directors have any external directorships as at the
date of this report During the year, Ed Willams was appointed as

a Non-Executive Director of Idealista S A The Board 1s comfortable
that external appointments of the Charman and the Non-Exacutive
Directors do not impact on the time that any Director devotes to
the Company

In accordance with the Comparny's Artclas of Association, the Board
has a formal system in place for Directors io declare conflicts of
interests and for such conflicts to be considered for authonsation
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Letters of appointment

The Charman and the Non-Executive Directors have letters of
appointment which are avalable for inspactian at the registered office
of the Company during normal business hours and at the place of the
AGM from at least 15 minutes before and unt:! the end of the mesting

Induction and development

All newdy appointed Directors receive aninduction bnefing on their
duties and rasponsibiities as Directors of a publicly quoted company,
and mest with key members of senior management i order to
farmiianse themsetves with the Group and its actvties All Directors
are offered the opportunity to mest with customers and take part in
sales calls to understand the business from a customer's parspectve
The Board as a whole 1s updated, as necessary, in ight of any
governance developments as and when they occur Specific
business-related presentations are given to the Board by senior
management and extemal advisors when approprate

As part of the Board svaluation, the Charman met with each Director
to discuss any ndividual training and development needs

During 2015/16 the Board learned more about

* guchence and brand,
* competitive postion,
& ragulatory environment,

* display advertising market,
* network effects and pncing
In two-sided markets,

= tachnology, + new product
s business continuity planning, development, and
« cyber secunty, * our customars’ viewpoint

Information and support available to Directors

Full and timely access to all relevant information 1s given to the Board
For Board mestings, this consists of a formal agenda, minutes of
previous meetings and a comprehensive set of papers iIncluding
regular business progress reports, prowided to Directors in a timely
rmanner in advance of meetings

All the Directors have the night to have theirr cpposition to, or concerns
over, any Board decision noted in the minutes Directors are entitled
to take independent professional advice at the Company's expense
in the furtherance of therr duties, where considered necessary

Election of Directors

The Board can appoint any person to be a Diractor, either to fill a
vacangcy or as an addition to the existing Board Any Director so
appointad by the Board shall hold office only until the next AGM
and shall then be eligble for election by the shareholders
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Board evaluation and effectiveness

A formal nternal evaluation of the Board, Committees and indmdual
Directors has taken place dunng the year This included the completion
of a detalled questonnarre by each of the Board Directors, covenng
the Board's role, knowledge and skills, Board meetings and information
flows, Board composition, succession planning, risk management,
relations with shareholders and each of the Board Commuttees

The resulis were reviewed by the Charman and the principal findings
ware fed back to the Board in March 2016 In addibon, an assessment
of the Chairman's performance was carned out, led by the Senior
Independent Director, and feedback was prowvided to him indmdually

Areas of focus for the coming year include

« reviewing the level of nformation presented in Board papers,
ncreasing exposure between Board members and operational
management outside Board mestings,

formalising the induction process and setting in place formal
Board traning and development plans, and

continuing to increase the Board's understanding of the views
of major sharehoiders

Risk management

The Company does not have a separate Risk Committes, the Board
15 coliectively responsible for determining the nature and extent of the
principal nsks it 1s willing to take in achieving its strategic objectives
The processes in placs for assessment, management and monitornng
of nsks are descnbed in a separate section on pages 33 to 34

Internal control framework

The Board acknowledges its responsibility for establishing and
maintaning the Group's system of internal controls and it receves
regular reports from management identfying, evaluating and managing
the nsks within the business The system of intermal controls 1s designed
o manage, rather than elminate, the nsk of falure to achieve business
ohjectives and can provide only reasonable and not absolute assurance
aganst matenal misstatement or loss The Audit Committee reviews the
system of internal controls through reports recenved from management,
along with others from internal and external auditors Management
continues 1o focus on how Intarmal control and nsk management can
be further embedded into the operations of the business and on how

to deal with areas of iImprovement which comea ta the attention of
management and the Board

The Board, assisted by the Audt Committes, has camad out a review
of the effectivenass of the system of internal controls dunng the year
ended 27 March 2016 and for the penod up to the date of approval

of the consolidated financial statements contained n the Annual
Report The review covered all matenal contrals, including financial,
operational and compliance controls and risk management systems
The Board considered the weaknesses identified and reviewed

the developing actions, plans and programmes that it considered
necessary The Board confirms that no significant weaknesses

or falings were identified as a result of the review of effectivensss
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Retations with shareholders

The Company recognises the smpaoriance of cornmunicating with
its sharsholders to ensure that sis strategy and performance are
understood and that it remans accountable to shareholders

The Company formally updates the market on its financial performance
at least twice a year, at the half year and full year in November and
June respectively These updates are posted on the Group's website
and are avalable to all shareholders These are accompanied by
formal investor roadshows in the UK and overseas There 1s also an
ongoing programme of meetings with institutional investors, fund
managers and analysts and conferences, coverng a wide range of
issues withun the constrants of publicly avalable information, including
strategy, performance and governance

The Board 1s aware that institutional shareholders may be in more
regular contact with the Company than other shareholders, but care 1s
exarcised to ensure that any price-sensitive information 1s released to all
sharsholders, Institutional and private, at the same time, In accordance
with the Financial Conduct Authonty requirements Questons from
individual shareholders are generally dealt with by the Exscutive Directors

All announcements, Investor presentations and the Annual Raport are
on the Company's website (abaut-us autotrader co uk/investors)

The Board receves regular reports on 1ssues relating to share price,
trading actvity and moverments in instrtutional investor sharehaldings
The Board 1s also provided with current analyst opinions, forecasts
and feedback from its jomnt corporate brokers, Bank of Amenca,
Mernll Lynch and Nurmis, on the wviews of instituttonal investors on a
non-attnbuted and attnbuted basis Any major shareholders’ concerns
are communicated to the Beard by the Executive Directors

The Senicr independent Director, David Keens, and other Non-Executve
Drrectors are avalable to meet with shareholders and are offered the
opportunity to attend meetings with major shareholders Arrangements
can be made to meet with them through the Company Secretary

Annual General Meeting

The AGM of the Company will take place at 10 00 am on Thursday

22 Septembar 2016 at the Company's registered office at 1 Tony Wilson
Place, Fourth Floor, Manchester, M15 4FN  All shareholders have the
oppartunity to attend and vote, In person or by proxy, ai the AGM

All proxy votes received In respect of each resolution at the

AGM are counted and the balance for and against, and any

votes withheld, are indicated At the meeting itself, voting on ali the
proposed resolutions 1s conducted on a poll rather than a show of
hands, In line with recommended best practice The Chairman, the
Charr of each of the Committees and both Executive Directors are
present at the AGM and avalable to answer shareholders’ questions

The Notice of the AGM can be found in a booklet which is being
matled out at the same tima as this Report The Netice of the AGM
sets out the business of the mesting and an explanatory note on all
resolutions Separate resolutions are proposed in respect of each
substantve 1ssue Results of resolutions proposed at the AGM will
be published on the Comparny’s website (about-us autotrader co uk/
investors) following the AGM

Auto Trader Group plc Annual Report and Financial Statements 2018




Report of the Nomination Committee

Ed Williams
Chawman of

the Nomination
Committee

¢ Composed of the Chairman and three Independent

Non-Executive Directors
* At least two meetings held per year

+ Meetings are attended by the Chief Executive

and other relevant attendees by invtation

s For more Information on the Comimittee's terms of
reference visit about-us autotrader co uk/investors

Four meetings were held during the year

Meetings attended/ Percentage of
Total meetings held meetings attended
Current members
Ed Willams {Chairman) 4/4 100%
David Keens 33 100%
{joined 1 May 2015)
Jill Easterbraok 212 100%
{oned 1 July 2015)
Jeni Mundy 1A 100%
{joined 1 March 201i6)
Previous members
Tom Hall 3/3 100%
left 7 March 2016)
Victor ‘Chip’ Perry 33 100%
{left 7 March 2016)
Qur progress in 2016
= Selection process and recommendation to the Board

1o appoint three new Non-Executive Directors

¢ Oversaw the first internal Board evaluation

= Reviewed succession planning for the Board, Exectriive Directors

and the senior management team

Dear shareholders,

| am pleased to introduce the report of the Normination Commiitee
for 2016

Role of the Committee
The Commuttee has rasponsibiity for identifying and norminating
candidates for appointment as Directors for approval by the Board

The Committee will also make recommendations {0 the Board
conceming the reappointment of any Non-Executive Director as
he or she reaches the end of the pencd of therr ntial appaintment
(three years), and cn the annual election and re-election of any
Director by shareholders after evaluating the balance of skills,
knowledge and expenance of each Diractor

Actiities during the year

In our first full year as a hsted Company and a membaer of the FTSE
250, the Committee successiully identified and nominated three
candidates to be appointed as independent Non-Executive Directors,
bringing our Board composition and Committee membership into line
with the provisions of the 2014 UK Corporate Governance Code

The procass for identifying candidates was led by the Commirttee

+ Comprehensive candidate search brefs were agreed, including
the required industry and public company shklls, knowledge and
expenance required for new Non-Executive Direciors

* An external executive recruitment consultant, JCA FPartners LLP,
was engaged, with whom the Group has no cther relationship

* The shortlisted candidates each met with members of the Board on
a one-on-one basis before the Committee made its recommendation
of the prefarred candidates to the Board

A formal internal evaluation of the Board, Committees and indmvidual
Directors took place dunng the year, led by the Committee The process
and the outcomes of this are summansed in the Corporate Governance
statement on page 51

Our 2017 priortties

* Follow up on Board evaluation actions

« Focus on diversity at senior management level and deeper into
the organisation

* Kaep the Board and Commuitiee membership under review
to maintain an appropnate mix of skills and expanence
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The Committee also camed out an extensive succession planmng
review, covenng the Charrman, members of the Board, Executive
Directors and the Senior Managernent team, and vanous actions
are being taken o ensure that robust plans are in place

Policy on appointments to the Board

The most important prionty of the Committee has been, and wall
continue o be, ensunng that members of the Board should collectvely
possess the broad range of skills, expertise and ngustry knowledge,
and business and other exparience necessary for the effective
oversight of the Group

Appointments are made on ment, agamnst obyective cntena and with
due regard to the benefits of diversity on the Board The Committee
takes account of a vanety of factors before recommending any new
appointments to the Board, including relevant skills to perfarm the
role, experience, knowledge and diversity

Auto Trader endeavours o achieve appropnate diversity, including
gender diversity, throughout the Company and concurs with the
recommendations of Lord Davies' review We have adopted the
recommended target of female representation on our Board of 25%,
and we have met this target, as two of our six Board members are
formale These appointments were made based on merit, aganst
objective cntena, to snsure we appointed the best indwidual for
sach role

| will be available at the AGM to answer any questions on the work
of the Committee

Ed Wilhams
Chairman of the Nomiation Committee
9 dune 2016
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Report of the Audit Committee

David Keens
Chairman of the
Audit Committea

* Composed of thres Independent Non-Executive Directors
David Keens I1s considered by the Board to have recent and
relavant expenance Other members have a wide range of
husiness expenance
At least three mestings held per year
* Mestings are attended by the Finance Director, Chief Executive,
intemal auditors and external auditors by invitation
* For more information on the Committeg's terms of
reference wvisit about-us autotrader co uk/investors

*

Three meetings were held dunng the year

Meetings attended/ Percentage of
Total meetings held meetings attended

Current members

David Keens (Chairman) 313 100%
(joined 1 May 2015)

Jill Easterbrook 22 100%
joined 1 July 2015)

Jem Mundy 0/0 n/a
(joined 1 March 2016)

Previous members

Tom Hall 11 100%
(left 1 July 2015)

Victor ‘Chip’ Perry 373 100%
(left 7 March 2016)

Our progress 1n 2016

* Annual Report and first PLC reporting cycle

* Intemal audit function and approved
a nsk-based programme

* External audit tender process and recommendation
of appointment of KPMG
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Dear shareholders,
| am pleased to introduce the Audit Committee report for 2016

This has been our first full year as a listed company With the
appontment of two further Independent Non-Executive Directors
to the Cormmittee, and the departure of Tom Hall, who was one

of the Directors nominated by Apax Shareholders, | can report that
the composition of the Audit Commuttes 1s now compliant with the
UK Corporate Governance Code

With the assistance of management and the external auditors,

the Committee has considered the man financial reporting issues,
estimates and judgements, and we beleve that the information in
this Annual Report 1s farr, balanced, understandable and clearly
explains progress against our strategic and operating objectives

We believe that ngorous internal controls and robust risk management
processes are an essential part of delivenng sharsholder value The
Comritiee has assisted the Board in performing a remew of effectveness
of the proceassas and systerns in place This Includes the appointment of
Defortte LLP as our outsourced intemal audit function, who are delivenng
a programme of work focusing on the kay areas of nsk

One of the major decisions we tock dunng the year, following a formal
tender process, was the recommendation to appoint KPMG LLP as
our external audrtors with effsct from the March 2017 audit (subject
to shareholder approval) On behalf of the Committee and the Board,
I would ke to record our thanks to PwC, which has been Auto Trader's
auditor since 2004, and has provided valuable assistance, support
and advice to the Commuittea during therr tenure The transition
process has already begun and we took forward to worksng with
KPMG n the future

David Keens
Chairman of the Audit Commuttee
9 June 2016

Our 2017 pnortties

* Transtion from PwC 10 new extemal auditor

» Continued focus on key areas of udgement, nsk and controls

» Review of effectivenass of external auditors and intemal audit
functon
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Financial reporting

The primary rale of the Cemmittee in relation to financral reporting 1s 1o review and moritor the integnty of the financial statements,
mncluding annual and half-year reports, resuft announcemenis, dividend proposals and any other formal announcement relating to
the Group's financial performance

The Committee assessed the quality and appropnateness of the accounting pnneiples and policies adopted, and whether management
had made appropnate underlying estimates and judgements In doing so, the Committee reviewed management reports in respect af the
main financial reporting 1ssues and judgements made, together with reports prepared by the external auditor on the 2016 half-year statement
and Annual Report 2016

The Committee, with the assistance of management and PwC, rdentified areas of financial statement nsk and judgement as descnbed below

Descnption of focus area Audlt Committee action

Adjusted profit metric .
The Group highlights non-underlying tems in the ncome statement to The Commitiee considered management’s paper explaning the

show the impact of one-off and other discrete tems and to allow better change in Adusted profit metnc and reviewed the timeline over which

interpretation of the underiying performancs of the business the transiton from Adjusted undertying EBITDA 1o Underiying operating

profit would be implemented
Adjusted undertying EBITDA was previously used as it reflected both

the impact of non-underlying tems and the change in accounting for The Committee discussed with management the tems considered to be
technology development that was implemented in 2013 This resulted ‘non-undertying', particulary the inclusion of share based payment charges
in more of the Group's expenditure on internal development salanes

being expensed as they did not meet the requirements for caprtalisation The Committes considered PwC's view of the adjusted profit measure

and consistency with other disclosures in the Annual Report
In order te provide comparability of results from period to perod, and
with listad peer companies, the Directors now consider Undearlying The Committee was satisfied that the disclosure was appropriate
operating profit to be a more appropnate indicator of the performance
of the business Underlying operating prefit for the year {and the
comparative year) 1s defined to be operating profit before exceptional
items, share-based payments and management incentive plans

In its first year as a listed compary, the Board has implemented naw
employee share schemes As the Directors intend to make grants on
an annual basis, the share-based payment charge is likely to increase
sigrficantty year-or-year unl the therd annversary Therefore, the Drectors
consider it appropnate to dentify IFRS 2 charges and the associated
national Insurance costs separately untl 2018

Share-based payments

DBunng the year the Company has mplemented its first employee The Committee reviewed the assumphons made by management

share schemes and assessed the adequacy of the modsls themselves for pricing
such equity Instruments

In April 2015, employees were invited to become shareholders by

joining the all-employee Share Incentive Ptan {'SIP') InJune 2015, The Commuttee reviewed management forecasts for the number
the Group implemantad its first Performance Share Plan ('PSP') for of options that were likely to vest under each scheme

senior management and selected other indviduals In September

2015 the Sharesave scheme (SAYE') was implemented The first The Committee discussed with management the consistency of
grants under the Deferred Annual Bonus Plan (DABP), refating to assumptions used throughout the financial staternents in determuning
the FY16 Annual Bonus, will be made in July 2016 the IFRS 2 charge, particularly in relation to profit forecasts that

determina the proportion of shares granted under the PSP and DABP
All such share-based payment arrangements are accounted for

as equity-settled shara-based payment transactions The Committae reviewed PwC's repart into the adequacy of the
charge and satisfied iself that the share-based payrment accounting
The IFRS 2 charge has been determined using widely accepted 18 appropniate and in accardance with accounting standards
pncing models I
s5

Auto Trader Group plc Annual Report and Financial Statements 2016




Report of the Audit Commiittee continued

Descnption of focus area

Audit Committee action

Viability statement and going concem

The Dwrectors must satisfy themselves as to the Group's viability and The Committee reviewsd management’s schedules supporting and
confirm that they have a reasonable expectation that it will continue to explaning the inputs and process undarpinning the gong concern
operate and meet its kabikties, as they fall due The period over which assessment and viability statements These included the Group

the Diractors have determined 1s appropriate to assess the prospects medium-term plan and cash flow forecasts for tha penod to

of the Group has been dafined as three years March 2019

In addition, the Directors must consider If the going concern assumption The Committee discussed with management as to whether a three-year
1s appropnate If the financial staterments do not appropriately reflect oerod was the most appropnate penod {o cansider

the conclusions on going concern, a significant number of accounts

could be affected

The Committee enquired as to the correlation between the principal nsks
and uncertaintiss as defined within the Group's nsk register and
disclosed on pages 36 and 37 in parucular, the faasibility of mitigating
actions and the potential speed of implementation to achieve any
flexibility required

‘The Committee evaluated the conclusions over going concerm and viability
and the proposed disclosures in the financial statements and satisfied itself
that the financial statements appropnately reflect the conclusions

Far, balanced and understandable
The Committee has reviewed the content of the 2016 Annual Report and considered whether, taken as a whole, in its opinion 1t 1s faur, balanced
and undarstandable and prowdes the information necessary for shareholders to assess the Company's position, performance, businass model

and strategy

The Committes was provided with a draft of the Annual Report in order to assess the strategic direction and key messages being communicated
The Commitige provided feedback highlighting any areas in which they falt that further clanty or information was required and this was then
ncorporated nte the report provided for Audit Committee approva!

When forming its opimion the Committee considered

Is the report fair? -

Is a complete picture presented and has any sensitve rmatenal been ormitied that should have been included?
Are key messages in the narrative aligned with the KPls and are they reflected in the financial reporting?
Are the revenue streams descnbed in the narrative consistent with those used for financial reporting in the
financial statements?

Is the report balanced? -

Is there a good level of consistency between tha reports in the front and the reporting in the back of the
Annual Report?

Do you get the same messages when reading the front end and the back end indapendently?

Is thare an appropnate balance between statutory and adjusted measures and are any adjustments
explaned clearty with appropnate prominence?

Are the key Judgements referred to in the narrative reporting and significant 1ssuss reported in the Report
of the Audit Committee consistent with disclosures of key estimation uncertainties and cntical judgements
set out i the financial statements?

How do these compara with the nsks that PwC are planning to include in ther report?

Is the report -
understandable? -

Is there a clear and coheswe framework for the Annual Report?
Are the important messages highlighted and appropnately themed throughout the document?
Is the report writtan in accessible language and are the messages clearly drawn out?

Following the Committee’s review, the Directors confirm that, in ther apinion, the 2016 Annual Report, taken as a whole, 1s far, balanced and
understandable and prowdes the informaton necessary for shareholders o assess the Company's position and performance, business modael

and strategy
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Risk management and internal contro!
The pnmary role of the Audit Committes in relation to nisk management and internal controls is to review the effectveness of nsk management
systerns and related internal controls to ensure that any issues that have ansen are properly dealt with, and that going forward the systems are

fit for purpose

The Committee performs its duties by

* reviewing annually the Group's system of internal control,

Governance

* receiving reports from the Group's Internal audtt function and ensunng any identified weaknesses are acted on by management, and

* reviewing reports from the external auditors on any issues identified in the course of therr work, Including an internal control report on control
weaknasses, and ensunng that there I1s an appropnate response from management

The Group has in place intemal controls and nsk management systems In relation to its financial reporting process and preparation of
consolidated accounts Thesa systems include policies and procedures ta ensure that adequate accounting records are mantaned and
transactions are recorded accurately and farrly to permit the preparation of financial statements in accordanca with IFRS The intermal control

systems include

Component

Approach

Basis for assurance

Risk management

Risk register 1s mantained by the Operational
Leadership Team ("OLT") and reviewed and approved
by the Board

Updated by the OLT and reviewsd and approved
by the Board twice annually

Financial reporting

Consolidated Group reporting 1s performed on
a monthly basis with a month-end pack being
produced that includes an income statement,
balance sheet and cash flow statement

Results are reviewed sach month by management,
the OLT and the Board Results are compared
against expectations and significant vanances
are explaned by managament

Budgeting and reforecasting

‘The Group producas an annual budget and
a half-year reforecast to which monthly results
are benchmarked

Performed using a bottorn-up approach with reviews
performed Dy the OLT and the Board

Delegation of authority
and approval imits

A documented structure of delegated authonties and
approval for transactions and commitments exists

Reviewed by an independent member of the finance
teamn and appreval imits regarding customer discounts
have been reviewed by the internal auditor

Segregation of duties

Procedures are well defined to segregate duties
over significant transactions Key reconcdations are
raviewed penodically to ensure accurate reporting

Reviewsad by an independent member of the
finance team

Whistleblowing

A whistleblowing pohicy has been adopted which includes access to a whistieblowing telephone service run by an independent orgarusation,
allowng employees to raise concerns on an entirely confidential basis The Committee receves regular reports on the use of the service,
any significant reports that have been receved, the investigations camed out and any actions ansing as a rasult

Internal audit

Tne Committes appointed Deloitte as the Group’s outsourced interal audit function duning the year

The intemal audit function 1s accountable to the Audit Committee and uses a nisk-based approach 10 provide independant assurance over the

adequacy and effectiveness of the control environment The internal aucit work plan for 2016 was approvad by the Audit Committee dunng the
year and covers a broad range of core financial and operational processes and controls, focusing on specific nsk areas as identified n the Group's
nsk register Management actions that are recommended following the audits are tracked to completion and reviewed by the Commitiee to ensure
that identfied nisks are mitigated appropriately
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Report of the Audit Committee continued

External auditors

Ore of the Committea’s roles 1s to oversee the relationship with the external auditor, PwC, and to evaluate the effectivenass of the senvice
provided This assaessment 1s achieved through various means, including approving audit plans, discussing materality assessments in relation
to the financial statements, reviewing the auditor’s reports and seeking feedback frem management an the effactiveness of tha audit process

Dunng the year the Audit Committee reviewed the findings of the external auditor In respect of both the financial stataments for the six-rmonth
penod ending 27 September 2015 and for the year ended 27 March 2016

The Committee met with representatives from PwC without management present and with management without representatives of PwC present,
to ensure that there were no 1ssues in the relationship between management and the external auditor which it should address There were none

The Committee 1s mindful of iis responsibility to ensure that the external auditor mamntains its ndependence and objectity |t has therefore
reviewed, and 1s satsfied with, the ndependence of PwC as the external auditor

Non-audit services provided by the external audritors

The axternal auditors are pnmanly engaged to carry out statutory audit work There may be other services whera the external auditors are
considered to be the most sutable supplier by reference to therr skills and expenence It 1s the Group's practice that i will seek quotes from
several firms, which may include PwC, before engagements for non-audit projects are awarded Contracts are awarded based on indvidual
ments A formal policy 1s in place for the provision of non-audit services by the external auditor, to ensure that the provision of such services
does not impar the external auditor’s independence or objectiity

Audrt-related services directly related to the audit for example, Considered to be approved by the Commritee to a leve! of £100,000
the review of Interm financial staternents, compliance certificates and for each indivdual engagement, and to a maximum aggregate of
raports to regulators £200,000 for each financial year

Acceptable non-audit services including but not imited to Any engagement of the external auditor to provide permittad

tax compliance and advisory services, work related to mergers, services over these Iimits Is subject 1o the specific approval of
acqursition, disposals, foint ventures, or circutars, benchmarking the Audit Committee

services, and corporate governance advice

Prohibited services where the auditor's objectvity and Prohibted
independence may be compromised by the threat of self-interest,

self-review, management, advocacy, famikasnty or intimeciation —

for example, accounting services, internal audit services,

valuation services and financial systems consultancy

Refer to about-us autotrader co ulk/investors for full details of the policy

During the year, PwC charged the Group £0 1m (2015 £2 6m, which included matters relating to the iisting on the London Stock Exchange)
for non-audit services, as outlined in note 4 to the financral statements
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External audrt tender process
A formal tender process was undertaken dunng 2018, in relation to the audit for the year to March 2017 The Commitiee has a formal policy
to tender at least once every 10 years Pw( has been the Group's auditor since 2004 The Commiitee considered the need to undertake a

tender process in 2015 and concluded that, given the short length of time from the PO, it was appropnate to retain PwC for the 2016 financial
yaar end at least

The tender process has since been completed, led by the Committee, with a selection panel appointad to undertake much of the detailed work
Three audtt firms, including the ncumbent auditor, were invited to tender Dunng the process, the tendering firms met with key personnel within
the Group and were provided with detalled mformation about the Group’s operations The procass culminated in written proposals being
submitted and presented to the selection panel

The panel and the Commitiee assessed the proposals against the following pre-defined selsction cntena

¢ Skills, experience and commitment

* Qualty of nteractons and proposal

* Cultural fit

* Industry expenence and understanding
* Service approach and value add

* Understanding of PLC requrements

+ Fees and pnoing

The Committee's recommendation to the Board that KPMG LLP be appointed as external auditor for the financial year ending March 2017 was
accepted, and a resolution to propose the appointment of KPMG LLP as auditors will be put to shareholders at the 2016 AGM

The Statutory Audit Services for Large Companies Market Investigation (Mandatory Use of Competitive Tender Processes and
Audit Commuttee Responsibilities) Order 2014 ~ statement of complhance

The Company confirms that it complied with the provisions of the Competiion and Markets Authonty's Order for the financial year under review,
other than in the timing of the audit tender process which was discussed with the Authorty at the time of the Company's IPO

Dawvid Keens
Chairman of the Audit Committee
9 June 2016
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Directors’ remuneration report

Annual statement by the Chairman
of the Remuneration Committee

Jill Easterbrook
Chairman of

the Remuneration
Committas

¢ Composed of three Independent Non-Executive Directors

At least two meetings held per year

* Meetings are attended by the Chief Executive and other
relevant attendees by invitation — no person 1s present dunng
any discussion relating 10 their own remuneration

* For mere information on the Commuttea's terms of reference
visit about-us autotrader co uk/investors

Four meetings were held during the year:

Meetings attended/ Percentage of
Total meetings held meetings attended

Current members

Jill Easterbrook {Chairman) 2/2 100%
(oined 1 July 2015)

Crawvid Keens 33 100%
{joned 1 May 2015)

Jeni Mundy 11 100%
{joined 1 March 2016)

Previous members

Ed Wilhams 2/2 100%
{lefi 1 July 2015)

Victor ‘Chip’ Perry 3 100%
{left 7 March 2016)

Our activities in 2016

*» Canfirming the performance targets to apply to the 2016
Performance Share Plan (PSP} awards and granting the awards

* Considenng the executive pay envronment and confirming the
current remuneration policy remains appropriate for 2017

* Reviewing the choice of performance metncs for 2017 vanable

pay schemes

Consideration of the 2pproach to equity participation across

the workforce including design of first Cornpany-wade share

schemes ('SIP' and ‘SAYEY)

Considenng the impact of changes to pension tax rules

Congidenng the approach to reporting on the current financial year

Dear shareholders,

| am pleased to present, on behalf of the Board, the report of the
Remuneration Committes {the ‘Commitiee’} In respect of the year
ended 27 March 2018, the Company's first full financial year as a
ksted company

Objectives of the remuneration policy and hink to strategy
The policy approved by shareholders in September 2015 has the
fellowing ams

¢ to attract, retain and motivate high calbre serior management and
structured so as to focus on the dslivery of the Company's strategic
and business objectives in order 1o promote Its long-term success,

the targets for performance refated pay closely inked to the
Company’s main strategic objectives,

to be simple N design, transparent and understandable both to
participants and shareholders,

to achieve a degree of conaistency in terms of approach across the
senior management population to the extent appropriate,

base pay to be set having had due regard to appropnate mid-
market benchmarks with incentive pay structured so as to provide
the opportunity to earn above mid-market benchmarks for the
delivery of challenging performance targets, and

to pramote an ownership culturg, via the encouragement of
widespread equity ownaership across the workforce

Dunng the year it has proved effective in both retaining and mativating
our exgcutive team The policy supports our sirategy through using
performance targets for our vanable pay schemes that target
impravements in our key performance indicators {1 e Underlying
operating profit, audience share, new product inhiatives and total
shareholder retums) As a consequence no changes are proposed
to our policy, or its application, for the current financial year

The work of the Committee during the year

As reported last year, the Remuneration Committee camed out
considerable work pnor to Admussion in ordar to develop our new
remuneraticn palicy As a result, this year has been focused on the
implsmentation of the approved policy for our first full year The key
actmities of the Committes are detaled n the table below

Our 2017 pnortties

+ Confirming targets for and granting the 2017 PSP awards

+ Considenng the ongoing appropnateness of the structure
and design of the existing long-term incentive plans

¢ Continuing to monitor the executive pay environment and
considenng the ongoing appropnateness of the existing policy
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Performance and reward in 2016
Qur first {ull year as a histed company has been very successful

We achieved year-on-year revenue growth of 10% to £281 6m

{2015 £255 9m) wath growth across all of our revenue streams
Undertying operating profit Increased by 18% to £171 3m (2015 £1441m)
with Underlying operating profit margin improving by 5 percentage
points to 61% (2015 56%) Operating cash flows from continuing
operations were 30% higher at £177 Om, a conversion rate of 97%,
allowing £147 0m of debt to be repaid dunng the year Overall, the
results were our best ever

In terms of non-financial performance we continued to achieve our
objective of being the market lsader in what we do {measured based
on our audience share using customer minutes on our site versus our
competitor set) and successfully executed our strategy of growing the
rumber of Managing Piitar products

The level of performance achieved resulted in the maximum bonus
targets set at the start of the year being exceeded both for financial
and non-financial targets Further informatian on the actual targets
set, and our performance aganst them 1s prowdad on page 63

Since the first awards granted under the Company’s Performance Share
Plan took place in June 2015, there were no outstanding awards shgible
1o vest In respect of long-term performance in the year under review

Governance

Approach for 2017

The Committee will continue to operate within the remuneration
policy approved by sharsholders In September 2015 The key
highlights of how we intend to apply this for 2016/17 are

» with effect from 1 Apnl 2016, the salaries of the Executive
Diractors ware increased by 2% which is below the average
INcrease across the wider workforce,

the annual bonus plan will operate similarly to last year, with 75%
heing based cn Underlying operating profit performance and the
remaining 25% beaing based on strategic metncs, and

awards will be made in July 2016 under the PSP at 200% of salary
for Trevor Mather and 150% for Sean Giithero Awards will also
be made to other senior colleagues at this time The
performance condiions applyng to these awards will continue
to be based on the Company's Cumulative Underlying cperating
profit relavant to 75% of awards) and Total Shareholder Return
{TSR'} {relevant to 25% of awards)

Feedback from shareholders

The Remuneration Committes 1s committed to ensunng that we are
responsive o developments in best practice, and wil proactvely consider
the mplamentation of our policy In the ight of this Should you have
any feedback n thvs regard, | shall be avalable at the AGM to answer
any specific queshons that you may have

| hope that you will be supportve of the AGM resolution to approve
our Annual Report on Remuneration

Jill Easterbrook
Chairman of the Remuneration Committee
9 June 2016

This report sets out detals of the remuneration policy for Executive and Non-Executive Directors, descnbes how the remuneration policy 1s
implemented and discloses the amounts pad n the year ended 27 March 2016

This Remuneration Report 15 n three parts The Annual Statement by the Charman of the Remuneration Committee sets out an overview of the year

just ended Thisis {followed by the Annual Report on Remuneration (set out on pages 62 to 69}, which provides greater detail on the amounts paid

and the unplamentation of the policy in 2016 and also includes a hugh level summary of how the remuneration policy 1s intended to be implemanted n

the 2017 financial year Finally, as an Appendix, a summary version of the remuneration policy, which was approved by shareholders at the AGM on
17 September 2015, 15 set out on pages 70 to 73 The iull policy can be viewead on our website at about-us autotrader co uk/investors

The Annual Staternent by the Chairman, together with the Annual Report on Remuneration, wilf be subject o an adwisory vote at the AGM on

22 Septermber 2016

Auto Trader Group ple Annual Report and Financial Statements 2016




Directors’ remuneration report continued

Annual report on remuneration

Single figure of remuneration for the year ended 27 March 2016 (Audited)
The table below shows the aggregate emoluments earned by the Directors of the Company in the year ended 27 March 2016

Long-term
£'000 Salary & fees Benefits'  Annual bonus incentives? Pension? Total
Executive
Travor Mather 525 1 787 - 26 1,339
Sean Glithero 290 1 377 - 14 682
Non-Executive
Ed Willams 170 - - - - 170
David Keens* B85 - - - - 65
Jill Easterbrook® 46 - - - - 46
Jeni Mundy® 4 - - - - 4
Victor A Perry [il” 49 - - - - 49
Tom Hali?® - - - - - -
Mick Hartman™® - - - - - -
The folflowing table shows the aggregate emoluments from the date of Admission to 28 March 2015

Long-term
£'000 Salary & fees Benefits' Annual bonus incentives? Pension® Total
Executive
Trevor Mather 9 - 10 - 1 20
Sean Githero 5 - 2 — - 7
Non-Executive
Ed Willams 2 - - - -
Victor A Perry Il 1 - - - - 1
Tom Hall® - - - - - -
Nick Hartrnan® - - - - - -

Benafits nclude private healthcare, e assurance and income protection insurancs

Thare wers no long-tarm incentives eligible to vest in the year under review

Employer's pension contnbutions of 5% of salary were paid in raspact of Executive Directors No Directors have a beneficial interest in a defined benefit scheme
Appoantaed 1 May 2015

Appointed 1 July 2015

Appanted 1 March 2018

Resigred 7 March 2018

Waved entitlement to recerve a fee

M~ W =
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Annual bonus for the year ended 27 March 2016
The targets applying to the annual benus for the year ended 27 March
2016 were as follows

The bonus targets for the financial year, as set by the Committee at
the start of the year, together with performance aganst these, and
resulting pay-outs are set out in detarl balow

Underlying operating profit (75% of total bonus}

Governance

Level of audience share (12 5% of total bonus)

Audience share {argets ware set based on the number of months in
the ysar under review that the Company's audience share (based on
the share of minutes amongst car buyers using car portals} was in
excess of B0% (representing the Company’s targeted level)

Targets were set as follows, with a graduated scale operating between
the threshold and stretch requirements

Number of months where average
audience share of minutes i1s

more than 80% for that month Pay-out of audience share element

Threshold requirement

Required/actual Percentage payout  Less than 6 months 0% {of the 12 5%)
Level of achievement result(Em) under that element Stretch requirernent
Threshold requirament £156m 20% 10 months or above 100% (of the 12 5%}
Target requirement £164m 0%  Actual achieved 12 out of
Stretch requirement £169m 100% 12 months more than 80% 100%
Actual achieved £171 3m 100%
The level of market share was verified by comScore MMX
Penetration of Managing Pillar products (12 5% of total bonus)
This part of the bonus related to the number of retaller forecourts
adopting Managing Pillar products
Targets were set as follows, with a graduated scale operating between
the threshold and stretch requrements
Number of retaller forecourts
introducing Managing Pillar Pay-out of Managing Pillar element
Threshold requirement
Less than 1,250 0% {of the 12 5%)
Stretch requirernent
1,751 or more 100% {of the 12 5%)
Actual achieved - over 1,900 100%
In hght of the Company’s record performance dunng the year under
review, the Committes was comifortable with tha overall level of annual
bonus pay-out
Half of the bonus eamed will be payable in shares, deferred for two
years under the Deferred Annual Bonus Plan { DABP'} The deferred
shares will vest subject to continued employment, but there are no
further performance targets
63
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Directors’ remuneration report continued

Performance Share Plan (Audited)
The first awards under the PSP were granted as Nil Cost aptions on 19 June 2015 and will normally be eligible to vest in three years from grant
based on parformance over the three years to 31 March 2018 and continucus employment The awards were as follows

% award

Face/maximum vesting at
Number of PSP Multiple of value of awards threshold Performance
Executive Director shares awarded salary atgrantdate' (% maximum) pertod?
Trevor Mather 446,808 200% £1,050,000 25% Concludes
Sean Glithero 185,108 150% £435,000 25% 31 March 2018

1 Faca value/maximum was calculated based on the Offer Price of £2 35 in connecton with the Company's Admigsion to the Official List as detaled in the Company s
Admissicn Prospectus

2 The pertormanca penod for tha Cumulativa Underlying operating profit targat runs for threa years from 1 April 2015, with the performance period for the TSR target running
from the Admission data te 31 March 2018

The performance condiions applying o the 2015 PSP awards were summansed in the Admissicn Prospectus and last year's Directors’
remuneration report and are set out below Each element will be assessed independently of the other

Metnc Percentage of total PSP awards
Cumulative Underlying operating profit 75%
Ralative Total Sharsholder Return 25%

Cumulative Underlying operating profit

Cumulative Underlying operating profit 1s defined as the sum of the Group's Underlying operating profit result over the three consecutive financial
years ending on 31 March 2018 The actual range of Cumulative Undertying operating profit targets for the three years ended 31 March 2018
that are applicable to the awards are as follows

Cumulative Underlying operating profit Proportion of awards subject
performance achieved to Cumulative Underlying operating profit that vest
Balow £510m 0%
Equal to £510m (threshold target) 25%
Equal to or abave £550m (stretch target) 100%

Pro-rata between the threshold and stretch performance targets

Relative Total Shareholder Return

Performance 1s measured for three years from Admissicn and the Company's TSR performance 1s measured from the Offer Prnce (as detaled
in Admission Prospsactus) The TSR of the Company wall be comparad to that of the FTSE 260 Index (excluding Investment Trusts) over the
performance penod, and will vest according to the following schedule

TSR performance relative to the FTSE Proportion of awards
250 Index {excluding investment trusts) subject to TSR that vest
Below Index TSR 0%
Equal to Index TSR {threshold iarget) 26%
Equal to Index TSR plus

25% or above (stretch target) 100%

Pro-rata between tha threshold and stretch performance targets
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Performance graph and CEQO remuneration table

The graph below illustrates the Company's TSR performance relative i0 the constituents of the FTSE 250 Index (excluding investment trusts)
of which the Company 1s a constituent, from the start of conditional share dealing on 18 March 2015 The graph shows performance of a
hypothetical £100 invested and its performance over that period

Total shareholder return
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(== ]

Total shareholder

18 March 2015 27 March 2016
@ Aute Trader Group plc @ FTSE 250 (axcluding Investment Trusts)
Sourca Datastream (Thomson Reuters)

CEO remuneration
The table below sets out the Chief Executive's single figure of total remuneration together with the percentage of maximum annual benus
awarded over the same penod

2016 2018
CEQ total remuneration {£°000) 1339 20
Annual bonus
(% of maximum) 100% n/a?
Share award vesting {% of maximum) n/z* n/a®

1 From the date of Admission in March 2015
2 Private Company when beonus plan implemented in 2015
3 Noawards werg eligible to vest in respect of long term performance ending in 2015 or 2018

Percentage increase in the remuneration of the Chief Executive
The table shows the average Increase In sach component between the Chief Executive and the average employee in the Company from 2015 to 2016

Change in remuneration levels

Chief Average
Gomponent Executive employee
Salary 0%:* +3%
Benefits 0% -7%
Bonus e A%

1 The Chief Exacutive 8 salary was set at Adrmission in March 2015 and has remained unchanged throughout 2016 Refer to page 86 jor the salary increase effectve 1 Apnl 2018
2 Private Company when bonus plan impilemented in 2015

Retative importance on the spend on pay

The following table shows the Group's actual spend on pay for all employees compared 10 distnbutions to shareholders The average number of
employees has aso been included for context Revenus and Undertying operating profit have also been disclosed as these are two key meastres
of Group performance

2016 2015
£m £m % change
Emplayee costs {see note 5 to the consolidated financial staternents) Bi1 503 16%
Average number of employees (see note 5 to the consolidaled financial statements) 854 898 {4 9%)
Revenue (see Consolidaied income statement on page 84} 2816 2559 100%
Underhying operating profit (see page 30 for defintion and reconcihation) 1713 1441 18 9%
Dmdends paid and proposed (see note 25 to the consokdated financal staternents) 150 - n/a

a5
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Directors’ remuneration report continued

Implementation of the remuneration policy for the year ending 31 March 2017
This section sets out how the Committee intends to implement the remuneration policy in the year ending 31 March 2017

Base salary

The Executive Diectors' salaries were reviewed in early 2016 with the changes becoming effective from 1 Apnl 2016, and will next be reviewed
In early 2017, with any changes becoming effective from 1 April 2017 The following table sets out the new salares effective 1 Apnl 2016 (financial
year 2017) compared to those which appled in financial year 2016

Percentage

2017 2016 change

Trevor Mather £535,500 £525,000 +2%
Sean Glithero £295,800 £290,000 +2%

For context, the increase in the salary budget for 2017 for the overall employee group was set at 4% {inclusive of ment and promoticnal
INcreases)

Pension and benefits
Executive Directors will continue to receive a pension contnbution at the rate of 5% of base salary, payable nto the Company pension scheme
or as a cash alternatve  Ancilary benefits are prowided in the form of prvate medical cover, Ife assurance and income protection insurance

Annual bonus
As descrbed in the Policy Report, Trevor Mather's maximum bonus opporturity 1s capped at 150% of base salary whilst Sean Glithero's
1s capped at 130% of base salary Half of any bonus eamed will be payable In shares, deferred for two years under the DABP

The metncs and their weightings for the year ending 31 March 2017 ars

Metric Percentage of total bonus
Underlying operating profit 75%
Strategic objectives 25%

In relztion to the financial target, a challenging graduated scale will operate set around the 2017 business plan For achievement of the threshold
target, 20% of this part of the bonus cpportunity becomes payable with the maximum becoming payabie for outperforring the 2017 business plan

The strategic targets relate to two key performance obiectives for 2017 These are, as per 2016, the level of audience share we achieve versus our
competitors dunng the year which will determine up to 12 5% of the total bonus opporturdty and new product Intatives (the adoption of Managing
Rillar products in the current financial year) which walt also determine up to 12 5% of the total bonus opportunity A financial underpin wil apply to
the strategic targets, such that no benus will be payable If Linderlying operating profit does not exceed the £171 3m achieved in 2016

The specific targsts themselves are commercially sensiive, but the Committee intends to disclose them in the next Annual Repaort on Remuneration
provided they are no longer consideraed to be commercially sensitive at that tme

Performance Share Plan {'PSP’)

The Cemmittee’s policy 1s to award Executive Directors annual PSP awards The Commiitee intends to grant awards in the current financial year
to Trevor Mather and Sean Glithero, at a levet of 200% of salary and 150% of salary respectively The performance metrics and ther waightings
for the award remain unchanged and are set out below

Metric Percentage of total PSP awards
Cumulative Undertying operating profit 75%
Relative Total Shareholder Return 25%

Each element will be assessed independently of the other as detalled opposie
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Cumulative Underlying operating profit
Cumulative Undertying operating prafit will be defined as the sum of the Group’s Underlying operating profit result over the threa consecutive
financial years ending on 31 March 2019

The Committee considered a number of factors when setting the range of targets ncluding intemal planning, market expectations for the future
performance of the Company and market practice in terms of target setting across the constituents of the FTSE 250 Index The actual range of
targets 1s commarcially sensitive, but the Committee intends to disclose thern in the next Annuai Report on Remuneration provided they are no
longer considerad to be commercially sensitive at that tme The awards will vest according to the following schedule

Propeortion of awards subject to

Cumulative Underlying operating profit performance achleved Cumulative Underying operating profit that vest
Below thraghold 0%
Equal to threshold 25%
Stretch or above 100%

Pro-rata between the threshold and stretch performance targets

Relative TSR
The performance condition applying to one quarter of PSP awards will be based on TSR performance over the three financial years ending
31 March 2019

The TSR of the Company will be compared to that of the FTSE 250 Index (excluding invesiment trusts) over the performance penod, and will
vest according to the following schedule

TSR performance relative to the FTSE 250 Index {excluding investment trusts) Praportfon of awards subject to TSR that vest
Below Index TSR 0%
Equal to Index TSR {threshold target) 25%
Equal to Index TSR plus

25% or above (stretch target) 100%

Pro-rata betwaen thrashold and stretch performance targets

Consistent with market practice, a three month averagng penod will normally apply for the purposes of calcutating the start and end values for
the purposes of measuring TSR

Executive Directors will ordinanty be required to retain their net of tax number of vested shares delivered under the PSP for at least two years
from the point of vesting

Fees for the Chairman and Non-Executive Directors
The fee structure and levels were set on Admission The fees were reviewed in early 2016 and were increased by 2% with effect from 1 Apnl 2016
The Chairman and Non-Executive Directors’ fees will next be reviewed in early 2017, with any increase becoming effective from 1 Apnl 2017

A summary of current fees 15 shown below

Percentage
Base fees 2017 2016 change
Charman £173,400 £170,000 +2%
Non-Exacutive Director £53,550 £52,500 +2%
Addrtional fees
Senior Indapendent Director £9,180 £9,000 +2%
Audt Committee Chairman £8,180 £9,000 +2%
Remuneration Committee Chairman £9,180 £09,000 +2%

There i1s no additional fee payable to the Chairman of the Nomination Committee
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Directors’ remuneration report continued

Directors’ shareholding and share interests (Audited)

The Group has adopted formal shareholding gurdelines n order to encourage Executive Directors to maintain a shareholding in the Company
equnvalent m value to 200% of salary for Trevor Mather and 150% of salary for Sean Glithero |f an Execuiive does not meet the guideline, they
will be expected to retain at least half of the net shares vesting under the Company's discreticnary share-based employee incentive schemes
until the guideline 1Ismet Both Executive Directors currently hold well iIn excess of this mit, as set out below

The table below sets out the number of shares held or potentally held by Directors (including therr connected persons where relevant) as at
27 March 2016

Number of awards Target Percentage of
held under the PSP shareholding salary held in
Beneficially conditional on gurdeline shares as at
Director owned shares’ performance? (as a % of satary) 27 March 2016*
Executive Directors
Trevor Mather 19,134,581 448,808 200% 1,421,062%
Sean Glthero 5,197,581 185,108 150% 698,806%
Non-Executive Directors
Ed Wilharms 6,875,444 - N/A N/A
Jill Easterhrook - - N/A N/A
David Keens - - N/A N/A
Jen Mundy - - N/A N/A

1 Includes shares owned by connacted persons Only bensficially owned shares count towards the shareholding guidsina
2 The first PSP awards were granted in June 2015 following the announcement of results
3 Based on mid market price at close of business on 27 March 2018

On 6 Apnl 2018, Trevar Mather disposed of 7,134,581 shares and Sean Glithero disposed of 1,600,000 shares at a price of £3 70 per share
each Following the disposal, as at the date of this report Trevor Mather (and his connected persons) beneficially own 12,000,000 shares and
Sean Glithero beneficially owns 3,597,581 shares, representing 891,200% and 483,689% of salary respectively

External directorships
Neither of the Executive Directors holds any external directorships

Membership of the Committee
Jill Easterbrook 1s the Committee Charman, and its other members are David Keens and Jeni Mundy Refer to page 60 for further detadls of the
membership of the Committee, the terms of reference, the mestings held and activities duning the year

External advisors

New Bndge Street ('NBS?), part of Aon ple, provides independent advice to, and was appointed by, the Committee NBS were selected by the
Committes due to their extensive experience of advising listed companies with respect to remuneration The Committee seeks advice relating
to the remuneration of Executive Directors, the wider senior management population and Non-Executive Directors’ feaes from NBS Neither NBS
nor Aon provide any other services to the Company

The Commuttee 1s satisfied that the adwice receved by NBS in relation to executive remuneration matters dunng the year was objective and
independent Tenms of engagement are avallable on request from the Company Secretary NBS i1s a member of the Remuneration Consultants
Group and abides by the Rernuneration Consuttants Group Code of Conduct, which requires its advice to be objective and impartial The fees
payable to NBS for prowiding advice in relation to executive remuneration over the financial year under review were charged on a tme-spent
basis, and were approximately £57,000

68

Auto Trader Group plc Annyal Report and Financial Statemants 2016




Statement of shareholder voting

Governance

At the AGM in September 2015, we sought shareholder approval for two remunsration related resolutons Firstly, binding a2pproval was sought

for the Remuneration Policy Repeort, and secondly an adwsory approval for the Annual Report on Remuneration

The voting outcomes were as follows

Remuneration policy (binding)

Number of

votes cast % of votes cast
Votas for 797,281,130 98 20
Votes aganst 14,637,737 180
Total votes cast (excluding abstentions) 811,918,867
Abstentions 7,138,212
Total votes (including abstentions) 819,058,079
Annual Report on Remuneration (advisory)

Number of

votes cast % of votes cast
Votes for 799,463,071 97 63
Votes against 19,423,817 237
Total votes cast {excluding abstentions) 818,886,888
Abstentions 171,192
Tetal votes (ncluding abstentions) 819,058,080

Approval
This Directors' remuneration report has been approved by the Board of Directors

Signed on behalf of the Board of Directors

Jill Easterbrook
Chairman of the Remuneration Committee
9 June 2016
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Directors’ remuneration report continued

Appendix: Summary remuneration policy

This part of the Directors’ remuneration repoert sets out a summary of
the full Remuneratbon Policy report that was approved by shareholdears
in Septembar 2015

For the full report, pleasa refer to the 2015 Directors' remuneration report

Policy overview

On Admission In March 2015, a new remuneration policy was adopted
by the Committee This policy 1s structured so as to ensure that the
main elemenits of remuneration are linked to Company strategy, in line
with best practice and aligned with shareholders' interests

The policy I1s designed to reward Executive Directors by offenng
compettive remuneration packages, which are prudently constructed,
sufficiently stretching and linked to long-term profitability In promoting
these objectives, the policy aims to be simple in design, transparent
and structured so as o adhers to the principles of good corporate
governance and appropriate nsk management

A further am of the remuneration policy 1S to encourage a culture of share
ownership by colleagues throughout the Comparty, and n support of this
we have put in place both a SIF, under which an award of free shares
to commemorate the Listing was granted, and an SAYE scheme

The remuneration pohcy for Executive Directors

Qur policy 1s designed to offer compettive, but not excessive,
remuneration structured so that there is a significant wesghting
towards performance-based elements A significant proporiton of
our vanable pay 15 delvered in shares with deferral and holding penods
being mandatory, and with appropriate recovery and withholding
provisions in place to safeguard against cverpayments in the svent

of cartan negative events occumng  The table below provides a full
summary of the palicy glements for the Executive Directors

Purpose and Operation and Maximum Performance
Element link to strategy performance conditions opportunity assessment
Salary To recnut and Salanes are normally reviewed annually There s no prescnbed The Committes reviews the
reward executives with changes effective from 1 April maximum However, the salaries of Executive Directors
of high calibre Committee 1s guided by each year taking due account
Recognises f,ajary rew?vs:]" considor the average annual of all the factors descnbed In
indiviclual’s - g‘g;%’; ypger‘]{g:;ggﬁgé increase of the workforce  how the salary policy operates
éxpenence, — Indmidual’s expenence, and ngher{ra\c rea{se slﬂn
responsibility - increases elsewhere In the Company percentage o sadry
and performance terms) may be awarded
Penodic account of practice In comparable compares  at the discretion of the
in terms of size and complexity will be taken (e g the Commitiee, for example
constituents of the FTSE 250 Index) {but not imuted 10) 1n
The Cormmittee considers the impact of any salary relation o the change In
increase on the iotal remuneration package 5178, scale or scope of an
indmdual s role following
the appointment of a new
exgcutive to bring that
executive s package
n ine wath market over
anumber of years
Benefits To provide Executive Directors are entitled to the following benefits  The value of benefits isnot  N/A
competitive - Ife assurance, cagpped as It 1s determined
benefits to ensure ~ Income protection nsurance, and by the insurance cost to the
the wellbeing of - pnvate medical Insurance Company which may vary
employees However the nature of the
Executive Directors are also eligible ta participate in benefits 1s expected to
all-employea share schemes on the same basis as rernam unchanged
other staff
Pension To provice Directors are eligible 1o raceve employer contnbutions 5% of salary p a NAA
retramant benefits to the Company’s pension plan {which Is a defined
for employees contnbution plan) or a salary supplement in leu of

pension benefits
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Purpose and Operation and Maximum Performance
Elermnent link to strategy performance conditions opportunity assessment
Annuai Toincentvise The annual bonus 15 based predominantly on The Chief Executive's Financial measures will
bonus!2? and raward tha stretching financial and operaticnal objectves as bonus s capped at 150%  normally represent the
achievement set at the beginning of the year and assessed by of salary and the Finance majority of bonus, with
of annual financial the Committee following the year end Director 518 capped at clearty defined non-financial
and operational Haif of any borus eamed 1s subect to deferral in shares 130% of salary annually targets representing the
chjectives which are under the Daferred Annual Bonws Plan ('DABP') typlca]ly balance (if any)
closely inked 10 the 45 4 panod of two years The defermed shares will vest With regards 1o financial
corporale sralegy g yact to contied empkoyment, but there are no further targets, not more than 20%
performance targets of thus part of the bonus will
A dwidend lent | be payable for achieving the
vidend equivalent provision allows the Committee relovant threshold hurdle

to pay dvidends, at the Committee’s discretion, on
vested shares (in cash or shares) at the tme of vesting
and may assume the rervestment of dvdends ona
cumulative basis

Recovery and withhelding provisions apply as descnbed

‘Where non-financial targets
operats, 1t may not always be
prachicable to set targets on a
graduated scale where these
operata not more than 33% will

inncie 1 These provisions apply in the event of matenal be payable for achieving the
misstaternent of results an error in the calculation of threshold target 1ing
bonus outcome or in Instances of ndwidual gross

Measures and weightings may
misconduct

change each year to raflect any
Participation in the banus plan, and all bonus payments, year-on-year changesto
are at the discretion of the Committes business pnontes

Performance To incenivise Awards wil normally be made annually under the PSP,  Normal maximum A blend of performance

Share Plan
(‘PSP =

and recognise
successiul execution
of the business
strategy over the
lenger term

To align the long term
Interests of Executives
with those of
shareholders

and will take the form of nil-cost options or conditional
share awards Participation and indmdual award levels
will be datermined at the discretion of the Commities
within the policy

Awards normally vest after three years subject to the
extent to which the performance conditions specified
for the awards are satisfied, and continued service

Recovery and withholding provisions apply as described
Innote 1 These provisions apply In the event of matenal
misstatemnent of results an error in the calculation

of a vesting result or in instances of Individual gross

of 200% of salary

Exceptonal arcumstances
maximum of 300% of salary

meitrics including financial
and total shareholcter return,
will be used Financial metncs
will compnse a mayorty of
the awards

The metncs and weightings
for each award will be set
out in the Annual Report on
Remuneration The actual
targets will be set out unless
they are considered to be

misconduct commercially sensitrve
As aminimum Exacutive Directors will ordinanly be Na more than 25% of the
required to ratain their net of tax number of vested award vests for achieving
shares delivered under the PSP for at least two years threshold performance
from the point of vesting * 100% of the award vests
A dhadend equvalent provision aflows the Committee to pay for achieving maximum
dvdands at the Committee’s discretion, on vested shares performance
{in cash or shares) at the tme of vesting and may assume
the remvestment of dwidends on a cumulative basis
All-employee To encourage The Company has adopted two all-employee tax Maxirnum perrnitied NAA
Share Plans Group-wide equity advantaged plans, namely a savngs related share savings based on HMRC
SIP & SAYE® Ownershipacrossall  option scheme ("SAYE') and a Share Incentive Plan limits from time to ime
employees, and ( StP') for the benefit of Group employees
create a cutture of The operation of these plans will be at the discretion
ownership of the Commitiee and Executive Directors will be eligible
to participate on a consistent basis to other employees
Share To Increase akgnment  Executive Directors are required to buikt and maintain At least 200% of salary N/A
ownership  Detween executves  aholding of shares in the Company This is to be built for the Chief Executive
guwidehnes and shareholders through retaining a minmum of 50% of the net of tax and at least 150% of salary
vested PSP and DABP shares until the guideline level for the Finance Director
1S et or such higher lsvel as the
Commitiee may determine
from tme to tme

~ o

Recovery and withholding provisions apply to vanatle pay, to enable the Companty ta recover amounts paid under the annual bonus and PSP in the event of the followang negative
events occumng within threa years of tha payment dale a matsnal misstatement or restatemant to the auditad financial statements or other data an arror in the caleutation laading
1o over payment of bonus or indmidual gross misconduct Should such an event be suspected there will be a further two years in which the Committea may nvestigate the event
Tha amount 1o be recovered would ganerally be the excass payment over the amount which would atherwise be paid and recovery may be sabisfied 1 & vanaty ol ways, ncluding
through the reduction of outstanding deferred awards reduchon of the next bonus or PSP vestng and seeking a cash repayment
In order 1o ensure that the remuneraton policy IS capable of achieving its intended aims the Commitiee retans certan discrenons over the operation of the variable pay policy
These include tha abiity to vary the operation of the plans In certain croumstances (such as a change of contrgd, nghts ISSue comorate restctunng events or spedial dradend)
Including the iming and determination of pay-ocuts/vesting and making approprate adiustiments 10 performance targets as necassary to ensure that performance conditions
reman appropnate However, it should be noted that in the event that the measures or targets are vaned for outstand ng awards i the kight of a corporate event, the revised targets
may not ba matenally less ditficult 1o sausfy Should these discretons be used they would be explained in the Annual Report cn Remuneration and may be subject to consultation

with shareholders as appropnata

Annual borws performance measures ara selected annually to raflect the Group's key stratagic nntiatives for the year and reflest both finangial ang non-financial obyactives A majonty |
weighting i1s placed on financ:al performance ncluding a significant elernent beng basad on profit-based metncs, ensunng that pay-outs are dosely lnkad to Company growth

The use of a combination of internal financal performance and total shareholder return measures within the PSP 15 designed to ensure that rewards are inked to long-term

shareholder vatue creation The financial metnes chosen will be the measure or measures considered by the Committee at the tme af each grant 10 ba most Lkaly to support the

Comparny's lang term growth strategy The use of TSA aligns with the Company s focus on sharehalder value creation and rewards management for outperformance of sector peers

In exceptional arcumstances the Comrmittes may in its ciscretion allow participants tosed transfer, assign or dispasa of some or a1 of these shares before the end of the holdng penocd .
Although eigibla the Executve Directors opted out of the offer of Free Shares made to all employees in Apnl 2015
A descrption of how the Company intands to smplemeant the policy set out in this table for 2017 1S set oul 1 the Annual Report on Remuneraton

™
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Directors’ remuneration report continued

Service contracts and policy for payments on loss of office
The senace contracts for the Executive Directors are terminable by
either the Company or the Executwe Director on 12 months’ notice
and make prowvision for early terminaiion by way of payment of a cash
sum equal to 12 months’ salary, and pension

Payment in leu of notice can be paid either as a lump sum or in
equat monthly instalments over the notice panod, with mitigation
The Committee will consider the particular circumstances of each
leaver on an Indvidual basis and retains flexibility as to at what paint,
and the axtent io which, payments are reduced

At the discretion of the Committes, a contnbution {0 reasonable
outplacement costs In the event of termination of employment dus to
redundancy may also be made A payment to the value of 12 months'
contractual benefits may also be made The Committes also retans the
ability to remburse reasonable legal costs incumred in connection with 2
termination of employment and may make a payment for any statutory
entitlerments or to settle or compromise claims in connection with a
termination of any existing or future Executve Director as necessary

Relevant details will be provided in the Annual Report on
Remuneration should such circumstances apply

In summary, the contractual provisions on termination where the
Company elects to make a payrment in keu of notice are as follows

Provision Detailed terms
Notice period 12 months by either party
Termination payments - 100% of salary

over the notice penod - 5% inrespect of pansion contributions

There are no enhanced provisions
on a change of control

Change of control

The Exacutive Directors are subject to annual reappointment at the AGM

Service contracts are avalable for nspection at the Company's
registered office

Annual bonus on termination

There 13 no automatic or contractual nght to bonus payment

At the discretion of the Committee, for certain leavers, a pro-rata
bonus may become payable at the normal payment date for the
penod of employment and based on full year performance Should
the Commities decide to make a payment in such crcumstances, the
rationale would be fully disclosed in the Annual Report on Rermuneration

PSP on termination
Share-based awards are outstde of sarvice contracts

Normally, PSP awards will lapse upon a participant ceasing to

hold employment However, under the Rules of the PSP, In certain
prescnbed circumstancas {namely, death, sale of employing company
from the business or otherwise at the discretion of the Committee),
‘good leaver’ status can be apphed In exercising its discretion

as to whether an Executive Director should be treated as a good
leaver the Committee will take into account the performance of

the indvidual and the reasons for ther departure and, in the event

of this determination being made, will set out its rationale 1n the
following Annual Report on Remuneration

The extent to which PSP awards will vest in good leaver
circumstances will depend on

iy the extent to which the performanca conditions have been satisfied
at tha relevant tms, and

{i) the pro-rating of the award determined by the penod of time
servad in employment dunng the vesting pencd

In such circumstances, PSP awards will usuafly vest on the normal
vesting date The Committee retains the discretion to reduce or
alminate tima pro-rating, if it regards it to be appropnate in particular
circumstances However, if the time pro-rating 1s varied from the
default position under the PSP Rules, an explanation will be set out
In the following Annual Report on Remuneration For the avoidance
of doubt, the application of the performance condiron may not be
wawved, although the Committee may at its discretion alter the date
to which performance 13 measured (e g to the date of cessation of
employment as opposed to over the full performance pencd)

Approach to recruitment and promotions

The recrutment package for a new Director would be sat In accordance
with the temms of the Company’s approved remuneration policy Cumrently,
this would nclude an annual bonus opportunity of up to 150% of salary

and policy PSP award of up to 200% of salary (other than in exceptional
cirgumstances where up to 300% of salary may be made)

On recruitment, salary may {but need not necessarily) be set at a level

below the normal market rate, with phased increases greater than those
recenved by others as the executive gans expenence The rate of salary
should be set 50 as {o reflect the ndmdual's expenence and skills

The Committee recognises that it may be necessary in some
circumstances to compensats for amounts foregone from a previous
employar (using Listing Rule 94 2) Any such compensatory award
would be imited to what 1s felt to be a far estmaie of the value of
remuneration foregcene taking into account the value of the award,
the extent to which performance condriions apply, the form of award
and the time left to vesting
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Governance

For an internal appointment, any vanable pay element awarded in respect of therr prior role would normally be allowed to pay out according to
its outstanding terms In addition, any other ongoing remuneration obligations existing pnor to apportrnent may continue, provided that, if they
are outside the approved policy, they are put to shareholders for approval at the earliest opportunity

For all appointments, the Committee may agree that the Company will mest certain appropnate relocation costs

Policy on external appointments

Sutyect to Board approval, Executive Directors are permitted 1o take on one non-executive position with another company and to retain their
fees in respect of such position Details of cutside directorships held by the Executive Directors and any fees that they receved are provided
in the Annual Report on Remuneration

The remuneration policy for the Chairman and Non-Executive Directors
The Non-Executive Directors do not have service contracts with the Company, but instead have letters of appointment

Purpose and
Element Iink to strategy Operation Maximum opportunity
Fees To attract and retain the Fees are reviewed periodically and approvad by the Board or, There 1s no prescnbed

high-calbre Chairman and

Non-Executive Directors
by cffering a market
competitive fee level

in the ¢ase of the Chairman, by the Remunearation Committes),
with Non-Executive Directors abstaining from any discussion in
relation to ther fees Both the Chairman and the Non-Executive
Directors are pad annual fees and do not participate in any of

maximum annual Increase
nov 1s there a cap on fees

The fee levels are

" ed on a penodic
the Company’s incentive arrangerments, or receive any pension review
provision or other benefits basis, with reference to
the time commitment of
The Charrman recewes a single fee covenng all of his duties the role and market levels in
companies of comparable

Tha Non-Executsve Diractors receive a basic Board fee,
with additonal fees payable for channg the Audt and
Remuneration Committees and for performing the Senior
Independent Director role

size and complaxity

The Charman and Non-Executive Directors shall be enttled
to have reimbursed all expenses that they reasonably micur
n the performance of their duties

Letters of appointment

All Non-Executive Directors have letters of appointment with the Company for an initial penod of three years, subject to annual re-appointment
at the AGM Appontment is terminable on six months' written notice The appointment letters for the Non-Exacutive Directors prowide that no
compensation 1s payable upon termination of employment

Letters of appointment are avalable for nspection at the Company’s registered office
Approach to recruitment

For the appaintment of a new Chairman or Non-Executive Director, the fee arrangement would be set in accordance with the approved
remungration palicy in forca at that time

73
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Directors’ report

The Directors have pleasure in submitting
their Report and the audited financial
statements of Auto Trader Group plc

(the ‘Company’) and its subsidiares
(together the ‘Group’) for the financial
year to 27 March 2016

Statutory information

Information required to be part of the Directors’ report can be found
elsewhere in this document, as indicated in the table below and 1s
incorporated into this Report by reference

Section of Annual Report Page reference

Employee involvesment Strateqic report, comporate social

responsibiity (page 40)

Employees with disabilities Strategic report, corporate social

responsibility {page 41)

Note 2 to the consolidated
financial statements

Financial instruments

Future developments Strategic report (pages 2 1o 43)
of the business
Greenhouse gas emissons Corporate social rasponsibility

{page 43)

Information required by LR 9 8 4 (R)

Information required to be included in the Annual Financial Report
by LR 9 8 4 {R} can be found in this document as indicated i the
table below

Section of Annual Report Page reference

Allotment of shares dunng the year Directors’ report (page 75) and
note 23 to the consolidated

financial statements

Diractors’ interests Remuneration report (page 68)

Significant shareholders Directors’ report (page 76)

Going concem Strategic report (page 35)

Long-term incentive schemes Directors’ remuneration report

{pages 60 10 73)

Powers for the Company Directors’ report (page 79)

to buy back its shares

Significant contracts Directars’ report (page 76)

Significant related party Directors' report (page 76) and

agreements note 30 to the cansolidatad
financial statements

Statement of corporate governance Corporate governance statement
{pages 44 to 73)

Management report

This Directors' report, on pages 74 to 78, together with the Sirategic
report on pages 2 to 43, form the Management Report for the
purposes of DTR 41 5R

The Strategic report

The Strategic report, which can be found on pages 2 to 43, sets out
the Group's strategy, objecirves and business modet, the development,
performance and pasition of the Group's business {including financial
and operating key performance indicaters), a descnption of the
principal nsks and uncertainties, and the main trends and factors
likely to affect the future development, performance and pasition

of the Group's business

UK carporate governance code

The Company’s staiement on corporate governance can be found in
the Corporate governance staterment, the Report of the Nomination
Committes, the Report of the Audit Committee and the Directors’
remuneration report on pages 44 to 73, all of which form part of

this Directors' report and are incorporated into 1t by reference

20116 Annual General Meeting

The Annual General Mesting {{AGM’) will be held at 10 00 am on

22 September 2016 at the Company’s registered office at 4th Floor,
1 Tony Wilson Place, Manchester, M15 4FN The Noiice of Meeting
sets out the resolutions to be proposed and specifies the deadlines
for exercising voting nghts and appointing a proxy or proxies to vote
In refation to resolutions to be passed at the AGM All proxy votes
will be counted and the numbers for, aganst or withheld in relation
to each resolution will be announced at the AGM and published on
the Company's website

Board of Directors

The following indmduals ware Directors of the Company for the
whole of the financial year ending 27 March 2016, and to the date
of approving this report unless otherwise stated

¢ EdWilhams

= Trevar Mather

* Sean Glithero

¢ David Keens (appointed on 1 May 2015}
Jill Easterbrook [apponted on 1 duly 2015}
¢ Jeni Mundy (appointed on 1 March 2016)
Victor Perry lll (resigned on 7 March 2016)
Torn Hall (resigned on 7 March 2016)

Nick Hartman {resigned on 7 March 2016)

All Directors will stand for election or re-slaction at the 2018 AGM 1n
line with the recommendations of the Code

Appointment and replacement of Directors

At each Annual General Meeting each Director then in office shall
retire from office with effect from the conclusion of the maeting
When a Director retires at an Annual General Mesting In accordance
with the Articles of Association of the Company, the Company may,
by ordinary resolution at the meeting, fill the office being vacated by
re-electing the retnng Director In the absence of such a rasolution,
the retinng Director shall neverthaless be deemed to have been
re-elected, except in the cases identified by the Articles
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Lintl 7 March 2016, the Company had a Relationship Agreement
with Crystal A Holdco S arl and Crystal B Holdco Sarl, funds
adwvised by Apax (the ‘Apax Shareholders'), that it may appoint ang
remove two Non-Executive Directors 1o the Board for so long as the
Apax Shareholders {@and/or any of s associates, when taken together)
hold 20% or more of the voting nghts over the Company’s shares,
and one Non-Executve Director to the Board for so long as it {andior
any of its asscciates, when taken together) holds 10% or more but
less than 20% of the voting nghts over the Company's ordinary
shares On 26 February 2016, the Apax Shareholders disposed

of shares such that their combined holding fell below 10% of

the Comipany’s 1ssued share capital Subsequently, the Apax
Non-Executive Directors (Tom Hall and Nick Hartman) resigned
from the Board with effect from 7 March 2016, and therefore the
Relationship Agreement was terminated from that date

Results and dividends
The Group's and Company’s audited financial statements for the year
are set out on pages 84 1o 133

The Company declared an intenm dividend on 13 November 2015
of 0 5 pence per share which was paid on 29 January 2016

The Directors recommend payment of a final dwidend of 10 pence
per share (2015 £NIil) to be paid on 30 September 2016 o shareholders
on the register of members at 2 September 2016, subjsct to approval
at the 2016 AGM

Amendment of the Articles

The Company’s Articles of Association may only be amended

by a special resolution &t a general meeting of shareholders

No amendments are proposed to be made to the existing Articles
of Association at the forthcoming AGM

Authornity to allot shares

Under the 2006 Act, the Directors may only allot shares if authonsed
to do so by shareholders In a general mesting The authorty conferred
on the Directors at the 2015 AGM under section 551 of the 2006 Act
expiras on tha date of the forthcoming AGM, and ordinary resolution
11 sasks a new authority to allow the Directors to allot ordinary shares
up to a maxaimum nominal amount of £6,674,012 (667,401,167 shares,
representing approximately two thirds of the Company's existing share
capital at @ June 2016), of which 333,650,531 shares {representing
approximately one third of the Company's 1ssued crdinary share
caprtal) can only be allotted pursuant t¢ a rights issue The Directors
have no present intention of exercising this authonty which will expire
at the conclusion of the AGM In 2017 or 21 December 2017 1 earlier

Authonty to purchase own shares

As dascribed in the Financial review on page 32, the Directors intend
to commence a share buyback programme in the near future By
rasolutions passed at the 2015 AGM the Company was authonsed to
make market purchases of up to 100,105,169 of its ordinary shares,
subject to minimum and maximum prce restrictions This authonty will
exprre at the conclusian of the farthcoming AGM  As at the date of this
report, the Company has not exercised any powers to purchase the
Company’s ordinary shares The Directors will seek authonty from
shareholders at the forthcoming AGM for the Company to purchase,
In the market, up to a maximum of 100,105,169 of its own ordinary
shares erther to be cancefied or retaned as treasury shares

Governance

Share capital and control

The Company’s 1ssued share capital compnses ordinary shares
of £0 01 each which are listed on the London Stock Exchange
{LSE AUTO L) TheiSIN of the shares 1s GROOBVYVFW23

The issued share caprtal of the Company as at 27 March 2016
and 9 June 2016, compnses 1,001,051,699 of £0 01 each Further
information regarding the Company’s issued share caprtal and
detalls of the movements in 1ssued share capital during the vear
are provided In note 23 to the Group's financial statements All the
information detailed in note 23 forms part of this Directors' report
and 1s incorporated into it by reference

Details of employee share schemes are provided in note 27 to the
financid statements

Capital reduction

During the year, the Company completed a reduction of share capital
whersby the entire amcunt standing to the credit of the Company's
share premium account, being £144,431,628, was cancelled and

the nominal value of each 1ssued ordinary share in the capital of the
Company was reduced from £1 50 to £0 01 The reduction of capital
was necessary in order tc provide the Company with the distnbutable
reserves required to support the dvidend policy

The capital reduction was approved by a special resolution passed
at a general meeting of the Compary on 18 March 2015, and was
formally approved by the High Court of dustice, Chancery Drwvision,
on 29 July 2015 Following registration of the order of the High Court
with Companies Housg, the Gapital Reduction became effective on
29 July 2015

Rights attaching to shares

All shares have the same nghts {including voting and dvidend rights
and nghts on a return of capital) and restnchions as set out In the
Articles, described overleaf Except in relation to dividends which
have been declared and nghts on a hlquidation of the Company, the
shareholders have no nghts to share in the profits of the Company
The Company’s shares are not redeemable However, following any
grant of authonty from shareholders, the Company may purchase

ar contract 1o purchase any of the shares on or off market, subject

to the Companies Act 2006 and the requirements of the Listing Rules

Mo shareholder holds shares in the Company which carry special
nghts wath regard to control of the Company There are no shares
relating to an employvee share scheme which have nghts with regard
1o control of the Company that are not exercisable directly and solely
by the employees, other than in the case of the Auto Trader Group
Share Incentive Plan, where share interests of a participant m such
scheme can be exercised by the personal representatives of 2
deceased partioipant In accordance wrth the Scheme rules
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Directors’ report continued

Voting rights

Each ordinary share entrtles the holder to vote at general meetings

of the Company A resolution put to the vote of the meeting shall be
decided on a show of hands unless a pollis demanded ©On a show
of hands, every member who 1s present In person or by proxy at a
general meeting of the Company shall have one vote On a poll, every
member who 13 prasent 1n person or by proxy shall have one vate for
every share of which they are a holder The Articles provde a deadine
for submission of proxy forms of Not than less than 48 hours before
the tme appointed for the holding of the meeting or adjourned
meseting No member shall be entitled to vote at any general mesting
aither In person or by proxy, In respact of any share held by him,
unless all amounts presently payable by hum in respect of that share
have been pad Save as noted, there ars no restrictions on voting
nghts nar any agreement that may result in such resinctions

Restrictions on transfer of securities

The Articles do not contain any restrictions on the transfer of ordinary
shares in the Company other than the usual restnchons applicable
wherg any amount 1s unpaid on a share Certan restrictions are

also imposed by laws and regulations {such as insider trading and
marketing raquirements relating to close penods) and reguirements
of the Listing Rules whereby Directors and certain employees of the
Company require Board approval to deal in the Company’s securities

On 18 March 2015, the Comgpany entered into an underwriting
agreement {the 'Underwnbing Agreement’) with the Directors,

the Apax Sharehclders, Mernll Lynch International and Deutsche
Bank AG London Branch (the ‘Joint Global Coordinators’} and Mernll
Lynch International, Deutsche Bank AG London Branch, J P Mcrgan
Securnties ple, Morgan Stanley & Co International plc and Numis
Secuntes Limred (the 'Underwnters’), In accordance with which the
Apax Sharsholders agreed not fo dispose of any ordinary shares in
the Company for a penod of 360 days following Admission without
the prior wntten consent of the Joirt Global Coordinators, and each
of the Directars agreed not to dispose of any ordinary shares for

a pened of 360 days following Admission without the prior wntten
consent of the Joint Global Coordinators Each member of the
Operational Leadership Team also agreed with the Company not

to dispose of any ordinary shares in the Compary for a period of
360 days following Admission without the pnor wntten consent

of the Company These agreements expwed on 18 March 2016

All of the above arrangements are or were subyact to certain
cusiomary excephons

Following the disposal of part of ther sharehotding in the Company
on 6 Apnl 2018, Trevor Mather and Sean Glithero each entered into a
deed whereby they agreed not to dispose of any ordinary shares for
a penod of 90 days without the prior wntten consent of the Company,
subject to certain customary exceptions

Change of control

Save In respect of a provision of the Company's share schemes
which may cause options and awards granted to employees

under such schemes to vest on takeover, there are no agreements
between the Company and its Directors or employees providing

for compensation for loss of office or employment {whether through
resignation, purported redundancy or otherwise) because of a
takeover bid

Significant contracts

The only significant agreements to which the Company is a party
that take effect, alter or terminate upon a change of controf of the
Company following a iakeover tbid, and the effect thereof, are the
Term Loan and Revolving Credit Facility agresments, which contan
customary prepayment, cancellahon and default provisions including,
if required by a lendear, mandatory prepayment of all utisations
provided by that lender upon the sale of all or substantally all of

the business and assets of the Group or a change of control

Interests in voting rights

At the year end the Company had been notified, in accordance

with Chapter & of the Financial Conduct Authonty’s Disclosure and
Transparency Rules, of the lollowing significant interest in the 1ssued
ordinary share capital of the Company

At 27 March 2016 At S June 2016
Parcentage of Parcentage of
Number of voting nghts Number of voting nghts
ordinary  over ordinary ordinary  over ordinary
sharesAvoting sharesof  shares/voling sharas of
Shareholder nghts notified £001 sach  nghts notified £001 each
Blackrock Inc 109,081,617 1089% 119,863,385 1197%

Transactions with related parties

Refer to note 30 of the consolidated financial statements for details of
related party transactions in the year The cnly matenal transactons
with related parties dunng the year were

* Relationship Agreement The Relationship Agreement was
entered into on 19 March 2015 between the Apax Shareholders
and the Company, and Its prncipal purpose was to ensure that
the Company was capable at all times of carmying on its business
independently of the Apax Shareholders Subject to a certan
minmum shareholding, the Relationship Agreement detaled
the nghts the Apax Sharshclders had to representation on the
Board and Nominabon Commities, to appoint observers to the
Remuneration and Audit Committees, and to ceriain anti-dilution
nghts The Company had also undertaken to cooperate with
the Apax Shareholders in the event of a sale of the shares by
either of the Apax Shareholders at any time following the PO
This agreement was terminated on 7 March 2016 following the
disposal of shares by the Apax Sharehclders and the subsequent
resignation of the Apax Non-Executive Directors from the Board

e
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Research and development

innovation, specifically in scftware, 1 a cntical element of Auto Trader's
strategy and therefore of the future success of the Group Accordingly,
the majonty of the Group’s research and development expenditure

1s predominantly related to this area Since 30 September 2013,

the Group has changed its approach to technology development
such that the Group now develops its core infrastructure through
small-scale, mantenance-like Incramental improvements, and as a
result the amount of capitalised development costs has decreased as
Jass expenditura meets the requirements of IAS 38 Intangible assets

Indemnities and insurance

The Company mantains apprepnate insurance to cover Directors’
and officers' Liabilty for itself and its subsidianes and such insurance
was in force for the whole of the financial year ending 27 Mach 2018
The Comparty also ndemnifies the Directors under a qualifying ndemnity
for the purposes of saction 236 of the Companies Act 2006 In the
case of the Non-Executiva Direciors in ther respective letters of
appointrment and in the case of the Executive Directors in a separate
deed of ndamnity Such indemnities contain provisions that are
permitted by the Director Liabiity prowvisions of the Companies Act
and the Company’s Articles

Environmental

Information on the Group's greenhouse gas ermissions 1s set out In the
Corporate Social Responsibility section on page 43 and ferms part of
this report by reference

Political donations
During the year, no political donations were made

External branches
The Group had no active registered external branches during the
reporting penad

Financial instruments

Details of the financial nsk management objectives and policies of
the Group, including hedging policies and exposure of the entity
to pnce risk, credit nsk, lquidity nsk and cash flow nsk are given in
note 2 fo the consolidated financial statements

Dhisclosure of information to auditors
Each of the Directors has confirmed that

) so far as the Drector 1s aware, there 1s no relevant audt «formation
of which the Company’s auditors are unaware, and

{iy the Director has taken all the steps that he/she ought to have
taken as a Director to make him/herself aware of any relsvant audit
information and {0 establish that the Company’s auditor 1s awarg
of that information

This confirmation 1s given and should be nterprated in accordance
with the provisions of Section 418 of the Companies Act 2006

7

Governance

Directors' responsibilities statement

The Directors are responsible for prepanng the Annual Report,
the Directors’ remuneration report and the financial statements
In accordance with applicable law and regulations

Company law requires the Directors o prepare financial statements
for each financial year Under that law the Directors have prepared the
Group financial statements in accordance with International Financial
Reporting Standards ('iFRSs’) as adopted by the European Uruon,
and the parent company financial staternents in accordance with
United Kingdom Generally Accepted Accouniing Practice (United
Kingdom Accounting Standards, compnsing Financial Reperting
Standard 102 The Financial Reporting Standard Applicable in the

UK and Repubiic of Ireland (FRS 102) and applicable law) Under
company law the Directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state
of affairs of the Group and the Company and of the profit or loss of
the Group for that perod In prepanng thess financial statements,

the Directors are required to

¢ sglect sutable accounting policies and then apply them consistently,

¢ make judgements and accounting estrmates that are reasonable
and prudent,

* state whether IFRSs as adopted by the European Union and
applcable UK Accounting Standards, compnsing FRS 102, have
besn followed, subject to any matenal depariures disclosed and
explamed in the Group and parent company financial statements
respactively, and

« prepare the financial statements on the going concem basis unless 1t 1s
nappropnate to presume that the Company will continue In business

The Drractors are rasponsible for keeping adequate aceounting records
that are sufficient to show and explan the Company's transactions
and digclose with reasonable accuracy at any time the financial
position of the Company and the Group and enable themn to ensure
that the financial statements and the Directors’ remuneration report
comply with the Companies Act 2006 and, as regards the Group
financial statements, Article 4 of the IAS Regulation They are also
responsible for safeguarding the assets of the Company and the
Group and hence for taking reascnable staps for the prevention and
detection of fraud and other imegulanties

The Directors are responsible for the maintenance and integrity of

the corperate and financial information included on the Company’s
website Legislation in the United Kingdom goveming the preparation
and digsemination of financial statements may differ from legislation in
other Junsdictions
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Directors’ report continued

The Directars consider that the Annual Report and Accounts, taken
as a whole, 1s far, balanced and understandable and provides the
information necessary for shareholders to assess the Company's
performance, business model and strategy

Each of the Directors, whose narmes and functons are listed on page 74,

canfirm that, to the best of therr knowledge

+ the Group financial statements, which have been prepared n
accordance with IFRSs as adopted by the EU, give a true and

far view of the assets, labilities, financial positon and prafit of the
Group, and

the Sirategic report contained on pages 2 to 43 and the Bwrectors’
report contaned on pages 74 to 78 include a fair review of the
development and performance of the business and the position
of the Group, together with a descnption of the principal nsks and
uncertanties that it faces

Approval of Annual Report
The Strategic report and the Corporate governance report were
approved by the Board on 9 June 2016

Approved by the Board and signed on 1its behalf

Sk

Sean Glithero
Company Secretary
9 June 2016
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Financial statements

Independent auditors’ report to the members

of Auto Trader Group plc

Report on the Group financial statements

Our opimion
In our opinion, Auto Trader Group plc's Group financial statements
(the “financial staternents™)

* gve a true and far view of the state of the Group's affairs as at
27 March 2016 and of its profit and cash flows for the 52 week
penod (the “penod”) then ended,

* have been properly prepared mn accordance with International
Financial Reporting Standards (“IFRSs™) as adopted by the
Eurcpean Union, and

* have been prepared In accordance with the requirements of
the Comparues Act 2006 and Article 4 of the 1AS Regulation

What we have audited
The financial statements, included wrthin the Annual Report and
Fnancal Statements (the “Annual Report™), comprise

* the consolidated balance sheet as at 27 March 20185,
the consolidated income statement for the pencd then ended,

the consoldated statement of comprehensve ncome for the perod
then ended,

the consoldated statement of cash flows for the period then ended,
the consolidated statement of changes in equity for the penod then
ended, and

the notes to the financial statements, which include the accounting
polcies and other explanatory information

The financial reporting framework that has been applied in the
preparation of the financial statements 13 IFRSs as adopted by the
European Union, and applicable law

Certain required disclosures have been presented elsewhere n the
Annual Report, rather than in the notes to the financial statements
These are cross referenced from the financial statements and are
identfied as audited

e

Our audrt approach
Overview

* Overall group matenality £7,756,000
which represents 5% of profit before tax

We conducted audit work over

Auto Trader Group plc (the parent
company), Auto Trader Limited

{the Group’s UK trading company}
and Auto Trader Holding Lirited

{the Grroup’s financing company)
which together accounied for over
98% and 95% of Group revenue and
profit before tax respectvely

Accounting for share-based payment
amangements and

Continued implementation of new
customer biling system (Singleview)
and its iImpact on revenue recogniton

The scope of our audit and our areas of focus
We conducted our audit in accordance with Intermnational Standards
on Auditing (UK and Ireland) {“ISAs (UK & Irefand)”)}

We designed our audrt by determining materiatity and assessing the
risks of matenal misstatement in the financial statements In particular,
we looked at where the Directors made subjective jJudgements, for
example in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently
uncertan As in all of our audits we also addressed the risk of
managerment overnde of mtermal controls, ncluding evaluating
whether there was evidence of bias by the Directors that represented
a risk of matenal misstaternent due to fraud

The nsks of material misstatement that bhad the greatest effect on our
audit, ncluding the allocation of our resources and effort, are identified
as “areas of focus” in the table below We have also set out how we
tadored our audit to address these speciic areas in order to provide
an opnion on the financial statements as a whole, and any comments
we make on the results of our procedures should be read in this
context This is not a complete st of all nsks identfied by our audit
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Independent auditors’ report to the members
of Auto Trader Group plc continued

Area of focus

How our audrt addressed the area of focus

Accounting for share-based payment arrangements

Refer to page 55 of the Report of the Audit Committee, page 92 of
the Staterment of Accounting Policies and nota 27 of the Consolidated
Financia) Statements

In the year the Group has iImplemented four share-based payment
schemes for certan members of management and employees, which
are accounted for under IFRS 2 ‘Share-based payment’ {“IFRS 2%)

A share-based payment charge of £2 5m (including associated
national insurance costs) has been recogrused within the consolidated
Income staternent in the year

Determining the far value of awards made under share-based
payment arrangemants 1s complex and requires the Directors to
apply significant jJudgement as the assumptions used are nherently
subjective. The key assurnptions applied in deterrmining the fair value
of awards made In tha year nclude the nsk free rate, the volatity
rate, the expectad lapse rata for potential leavers and the expected
achievement of financial performance measures associated with
awards made

The Group engaged ndependent specialists to calculate the far
value of awards made using the Black-Scholes and Monte Carlo
option pncing models

We focused our work on the key assumptions adopted by
management and the appropnatensss of the valuaton
methodologies applied

We read the scheme nules for each of the four schemes implementad in
the year to understand the terms and condions attached to them, as well
as confirming the number of share options granted and the date of grant,
which were all consistent wath the Directors’ calculations and disclosures

Wa compared the nsk free rate and volatility assumptions to externally denved
data, as well as our own independently formaed assessments in relation to
these key mputs in order to assess whether the assumphons used wera
reasonable Al assumptons applied were inline with our ndependently
formed assessments and within an acceptable range

We compared the expected lapse rate for smployeses leaving the business
to hustoncal trends within the business and consider the assumphions applied
to be reasonable

Wa assessed the Dwactors' assessment of the likelihood of financial
performance measures beaing achieved by comparning the assumptions to
the Group's future trading and cash flow forecasts covenng the relevant
penod, ensuring these wera consistent with the forecasts used by the
Directors in assessing gong concern and in prepanng the wiability statement
No inconsistencies between the forecasts used weredentified and the
assumptions adopted were appropnate

We assessed the appropnatenass of the option pncing models used

to determine the fair valuas by the Group’s independent specialists

Tha Black-Scholes model was applied for schemas, or elements of schemes,
which had only non-market performance conditrons and the Monte Carlo
model was used wharg market based performance conditions wera In place
The use of these prncing models was consistent with our expectations gven
the performance condrions attached to the share awards and accepted
market practices

We considered the appropnateness of the presentatton of the share-based
payment charge as a non-underlying expense We determined that this
presentation was appropnate because the Group plans to make awards
each year between now and 2018, and the Income statement expense

will only reflect a steady state once three years of awards have been made
Accordingly we beheve adusting for the share-based payment chargs in
the ncome statement will provide greater comparability of performance to
the user of the financal staterments

Continued implementation of new customer billing system
{Singleview) and its impact on revenue recognition

The Group began the implementation of a new biling systern,
Singleview, n 2013 and this has continued to be rolled out throughout
the 2016 financial year, with the maonty of the Group's largest
customers being migrated to Singleview in the 2016 financial year

The implementatiorr and roll out of Singleview gives nse to a
hesghtened nsk over the recording of revenue The nsk was identified
A respect of three areas, as follows

+ The nsk that data 1s not accurately migrated between the legacy
syster and Singleview resulting In incorrect customer biling
information,

* The nsk that access to Singleview 1s not appropnately controlled
and rmanaged such that changes to billing data could be made
Inaccurately or in error and

* The nsk that biling data held within Sngleview doas not nterface
completely and accurately with the Group's cther financial reporting
systems

All of these areas of nsk could resuit in misstatements in the recording
of revenues

We performed testing over IT general controls In place over Singleview and
the Group's cther key financial reporting systems which focused on contrals
covenng system changes, systems operations and user access and user
nghts Testing over the controls N operations did not \entify any significant
control deficiencies While we did dentfy some minor contiol deficiencies,
these did not significantly impact our audst plan

We obtaned an understanding of the processes in place and performed
testing over the controls in operation over the migration of data to Singleview
The controls tested included reconcilabions performed by management of
data and biling information between Singlewew and the legacy biling system
and reviews perfomed by management of exception reports from Singleview
designed to identify errors in biling data ansing from data transfer From our
work pertormed no 1ssues were identtfred

Wa performed testing over system interfaces betwesn the Singleview system
and the Group’s other financial reporting system This included reviews of
excepbon reports designed toidentity errors in the automatic transfer of biling
data between the systems and performed detalled testing over the
reconcihiations of revenue between the Singleview system and the Group's
financial reporting systems, with no exceptions beng identified

Wa performed testng over a sample of revenue transactions back to
customer confracts and rats cards which venfied the accuracy of billing
data contaned within Singleview

We found that, following the Implementation of Singleview, the accuracy of
revenue recorded was supported by the evmdence obtaned
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How we tailored the audit scope

We tallored the scope of our audrt to ensure that we performed
enough work to be able to give an opinion on the financsal statements
as a whole, taking into account the geographic structure of the Group,
the accounting processes and controls, and the ndustry n which the
Group operates

The Group comprises the following entities

¢ Auto Trader Lmited and Webzone Limited being the Group's
trading entities which are based in the UK and the Republic of
Ireland respectively,

» Auto Trader Group plc, the parent company of the Group,

¢ Three active holding companies, one based in the UK (Auto Trader
Holding Limited) and two based in the Republic of Ireland, and

¢ 24 UK based dormant holdng companies which are n the process
of being liquidated

The Group audit team in the UK performed an audit of the complete
financial nformation of Auto Trader imited, Auto Trader Group plc
and Auto Trader Holding Limited, which we regarded as financally
significant components of the Group These components accounted
for over 98% and 85% of the Group's revenus and profit before tax
for the penod

Materiahty

The scope of our audt was nfluenced by our application of matenalty
We set certan quanttative thresholds for matenality These, together
with qualtative considerations, helped us to determine the scope of
our audit and the nature, timing and extent of cur audit procedures

on the ndividual financial statement Ine tems and disclosures and

n evaluating the effect of misstatements, both ndividually and on

the financial statements as a whole

Based on our professional judgement, we determined materiality
for the financial statements as a whole as follows

Overall Group £7,756,000

matenality

How we 5% of profit before tax

determined it

Rationale for Profit from contnuing operations before tax is

benchmark apphied  the key measure used both by the Board and
externally by shareholders in evaluating the
performance of the Group

We agreed with the Audit Cormmittee that we would report to them
misstaternents identified during our audit above £388,000 as well
as misstatements below that amount that, in our view, warranted
reporting for quaitative reasons

Financial statements

Going concern

Under the Listing Rules we are required to review the Directors’
statement, set out on page 35, In relation to gong concern We have
nothing to report having performed our review

Under ISAs (UK & Ireland) we are required to report to you f we

have anything material to add or to draw attention to n relation to the
Drectors’ statement about whather they considered it approprate to
adopt the going concern basis In prepanng the financial statements
We have nothing matenal to add or to draw attention to

As noted in the Directors' statement, the Directors have concluded
that it is appropriate to adopt the gong concem basss in prepanng
the financial statements The going concern basis presumes that
the Group has adequate resources to reman in operation, and that
the Directors intend ¢ to do o, for at least one year from the date
the financial statements were signed As part of our audit we have
concluded that the Dirrectors’ use of the going concern basis s
appropriate However, because not all future events or conditions
can be predicted, these statements are not a guarantes as to the
Group's ability to conbnue as a going concem

Other required repoerting

Consistency of other information

Companies Act 2006 opimion

In our opiruon, the information given n the Strategic report and the
Directors' report for the financial period for which the financial
staternents are prepared 1s consistent with the financial statements

ISAs {UK & Ireland) reporting
Under [SAs (UK & Ireland) we are required to report to you o,
IN QL OpINIoN

« information in the Annual Report 1s We have no

- matenally nconsistent with the information n - exceptions to report
the audited finanaial statements, or

— apparently matenally ncorrect based on, or
matenalty inconsistent with, cur knowledge of
the Groug acguired in the course of performing

., ouraudt, or

- otherwise misleading

» the staterment given by the Directors on pages  We have no
55 to 56, in accordance with provision C11 of  exceptions to report
the UK Corporate Govermnance Code {the “Code’},
that they consider the Annual Report taken as a
whole to be tar, balanced and understandable
and provides the mformation necessary for
rmembers to assess the Group's posttion and
performance, business model and strategy 1S
matenally inconsistent with our knowledge of
the Group acquired in the course of performing

our audtt
« the section of the Annual Report on pages We have no
55 and 56 as required by provision C3 8 exceptions to report

of the Code, descnbing the work of the Audrt
Committee does not appropnatety address
rmatters communicated by us to the Audit
Commitiee
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Independent auditors’ report to the members

of Auto Trader Group plc continued

The Directors’ assessment of the prospects of the Group
and of the principal risks that would threaten the solvency
or iquidity of the Group

Under 1SAs (UK & reland) we are required to report to you f we have
anything matenal to add or to draw attention to in refatien to

* the Directors’ confimation on page 33 of the We have nothing
Annual Report, In accordance with provision matenal to add or
C 21 ofthe Code, that theyhavecamed outa  to draw attention to
robust assessment of the principal nsks facing
the Group, mcluding those that would threaten
1ts business model, future performance,
solvency or hiquidity

the disclosures in the Annual Report that We have nothing
describe those nsks and explan how they are  matenal to add or

being managed or mitigated to draw attention fo

» the Directors’ explanation on page 35 of the Wa have ncthing
Annual Report, in accordance with provision matenal to add or to
C 2 2 of the Code, as to how they have draw attenson to

assessed the prospects of the Group, over
what period they have done so and why they
consider that penod to be appropnate, and
thexr statement as to whether they have a
reasonable expectation that the Group will

be able to contnue In operation and meet its
habilties as they fall due over the penod of therr
assessment, including any related disclosures
drawing attention to any necessary
qualfications or assumptions

Under the Listing Rules we are required 1o review the Drrectors
staternent that they have carned out a robust assessment of the
principal nisks facing the Group and the Directors’ statement in relation
to the longer-term wiability of the Group Our review was substantialty
less in scope than an audit and only consisted of making inquires
and considering the Directors’ process supporting ther statements,
checking that the statements are m alignment with the relevant
provisions of the Code, and considenng whether the statements

are consistent with the knowledge acqured by us n the course

of performing our audit We have nothing to report having performed
our review

Adequacy of nformation and explanations recewed

Under the Companies Act 2006 we are required to report to you i, in
our opinien, we have not recenved alf the information and explanations
we requrre for our audit We have no exceptions to report ansing from
this responsibiity

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in
our opinion, certan disclosures of Directors’ remuneration specified
by law are not made We have no exceptions to report ansing from
this responsibility

Coarporate governance statement

Under the Listing Rules we are required to review the part of the
Corporate Governance Statement refating to 10 further provisions

of the Code We have ncthing to report having performed our review

Responsibilities for the financial statements and
the audit

Qur responsibilities and those of the Directors

As explained more fully in the Directors’ responsibilities statement
set out on pages 77 and 78, the Directors are responsible for the
preparation of the financial statements and for being satisfied that
they give a true and farr view

Qur responsbility 1s to audt and express an opinion on the financial
staterments in accordance with applicable law and 1SAs (UK & Ireland)
Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for
the Company’s members as a body in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 and for no other purpose We do
not, In gving these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this report 1s shown or
nto whose hands it may come save where expressly agreed by our
prior consent in writing

What an audit of financial statements involves

An audit involves obtaining ewidence about the amounts and
disclesures in the financial statements sufficient to give reasonable
assurance that the financial staterments are free from materal
misstatement, whether caused by fraud or error This ncludes an
assessment of

= whether the accounting policies are appropnate o the Group's
creumstances and have been consistently apphed and adequately
disclosed,

* the reasonableness of significant accounting estimates made by
the Dwrectors, and

+ the overall presentation of the financial statements
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We primarly focus our work in these areas by assessing the Directors’

judgements aganst avadable evidence, formng our own judgements,
and evaluating the disclosures in the financial statements

We test and examne information, using sampling and other auditing
techmgues, to the extent we consider necessary to provide a
reasonable basts for us to draw conclusions We obtan audit
evidence through testing the effectiveness of contrels, substantive
procedures or a combination of both

In addition, we read all the financial and non-financial nformation N
the Annual Report to identfy matenal nconsistencies with the audited
financial statements and to identify any information that 1s apparently
matenally ncorrect based on, or matenally nconsistent with, the
knowledge acquired by us In the course of performing the audtt

If we become aware of any apparent matenal misstaternents or
nconsistencies we consider the mplications for our repont

Other matter

We have reported separately on the Company financial statements of
Auto Trader Group plc for the 52 week penod ended 27 March 2016
and on the information In the Directors’ remuneration report that 1s
descrbed as having been audited

U WA A

Matthew Hall (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

9 June 2018

Auto Trader Group plc Annual Report and Financial Statements 2016

83

Financial statements



Consolidated income statement
For the year ended 27 March 2016

2016 205
Continuing operations Note £m £m
Revenue 3 2816 2559
Administrative expenses 4 {1120} (1228
Operating profit before share-based payments and associated Ni,
management incentive plans and exceptional items 1713 1441
Share-based payments and associated NI 3,27 (2.5) 237
Management Incertive plans 3 - 19
Exceptional tems 3.4 08 54
Operating profit 4 1696 1331
Finance income 8 - 01
Fnance costs 8 (14 6} (122 3)
Profit before taxation 1550 109
Taxation 9 (28 3} 24
Profit for the year from continuing operations attnbutable to
equrty holders of the parent 1267 85
Discontinued operations
Prafit far the year from discontinued operations attributable to equity holders of the parent 7 - 198
Profit for the year attnbutable to equity holders of the parent 1267 104
Basic eamings per share i0
From continuing operations (pence per share) 1267 085
From discontinued operaticns {pence per share) - 018
From profit for the year {pence per share) 12 67 104
Diluted earmings per share 10
From continuing operations (pence per share) 1265 085
From discontinued operations {pence per share) - g19
From profit for the year {pence per share) 1265 104
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Financial statements

Consolidated statement of comprehensive income
For the year ended 27 March 2016

2016 2015
£m £m
Profit for the year 1267 104
Other comprehensive tncome
Items that wall not be reclassified to profit or loss
IFRS 2 - share-based payments credit - 05
- 05
Items that may be subsequently reclassified to profit or loss
Cash flow hedges, net of tax - 05
Currency translation differences 05 07
05 {02
Other comprehensive iIncome for the year, net of tax 05 03
Total comprehensive income for the year attnbutable to equity holders of the parent 127.2 i07

es
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Consolidated balance sheet
At 27 March 2016

2016 2015
Note £m £m
Assets
Non-current assets
Intangible assets 11 3234 3300
Property, plant and equipment 12 74 85
Deferred taxaton assets 21 43 46
3351 3431
Current assets
Trade and other receivables 15 517 490
Cash and cash equivalents 17 104 221
621 711
Assets of disposal group classified as held for sale 16 03 03
624 714
Total assets 3975 414 5
Equity and liab:lities
Equity attributable to equity holders of the parent
Ordinary shares 23 100 1,5000
Share premium account - 144 4
Retaned earmings 9709 (789 1)
Capital rearganisation reserve (1,060 8} (1,060 8)
ESOT reserve 24 {15) -
Other reserves 299 294
Total equity {51 5) (176 1)
Liabilities
Non-current iabilsties
Borrowings 19 3956 5407
Deferred taxation labilities 21 03 06
Retirement benefit obligations 22 - -
Provisions for other habilties and charges 20 11 23
3970 5436
Current habilities
Trade and other payables 18 366 40 4
Current income tax habilities 149 27
Prowisions for other liabilties and charges 20 05 39
520 470
Total habilities 4490 5806
Total equity and habibties 3975 4145

The financial statements from pages 84 to 123 were approved by the Board of Directors and authonsed for 1ssue

Sean Ghithero 4

Finance Director —

9 June 2016
Auto Trader Group plc Registerad number 09439967
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Financial statements

Consolidated statement of changes in equity
For the year ended 27 March 2016

Share pramium Retained ESOT :eorganclsaaﬁ:ﬁ Cther
Share capital account oamings rasanve reserve raservas  Total equity
Note £m £m | ¥ei] £m em £m £m
Balance at March 2014 1758 15 (1,0232) - - 953 {750 6)
Profit for the year - - 104 - - - 104
Other comprehensive income
Cash flow hedges, net of tax - - 05 - - - 05
IFRS 2 — share-based payments credit - - 05 - - - 05
Currency translation differences - - - - - 07 7
Total comprehensive ncomeAloss), net of tax - - 114 - - 07 107
Transactions with owners
IFRS 2 - share-based payments credit - - 37 - - - 37
Roll-up of preference share dividend prior
1o Group restructure 02 - 02 - - - -
Repurchase and cancellation of ardinary
share capttal {01) - (20 9) - - 01 209
Premiurm on ordinary share capital issued
prior to Group restructure - 11 - - - - 11
Preference share capital 1ssued priar
1o Group restructure 18 - - - - o7 25
Dridends paud prior to Group restructure - - (36) - - - 36)
Capntal transaction — Group restructure,
share-for-share exchange and 1ssue of
Auto Trader Group plc shares 1,322 3 1418 2437 - (1,060 8) 66 0) 5810
Total transactions with owners, recognised
directly In equriy 1,324 2 1429 2227 - (1,060 8} 65 2) 563 8
Balance at March 2015 1,500 0 1444 (789 1) - (1,060 8} 294 {176 1)
Profit for the year - - 1267 - - - 12687
Other comprehensive iIncome
Currency translation differences - - - - — 05 05
Total comprehensive ncome, net of tax - - 1267 - - 05 1272
Transactions with owners
IFRS 2 - share-based payments 27 - - 23 - - - 23
Deferred tax on share-based payments 21 - - 01 - - - 0t
Issue of share capital 23 16 - {16) - - - -
Capital reduction 23 (1,491 6) (144 4) 1,836 0 - - - -
Intenim dndend 25 - ~ (50 - - - (50
Acquisibon of shares by ESOT 24 - - 16 {16) - - -
‘fransfer of shares from ESCOT - - {01) Q1 - - -
Total transactions with owners, recogrised
directly in equity {1,480 0) (144 4) 1,633 3 (15 - - {2 6)
Balance at March 2016 100 - g709 {15) (1,060 8} 299 {51 5}
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Consolidated statement of cash flows

For the year ended 27 March 2016

2016 2015

Note £m £m
Cash flows from operating activities
Cash generated from operations before exceptional operating items 184 4 154 8
Cash flows from exceptional operating items (excluding IPQ fees) — continuing 4 3) 98
Cash flows from exceptional operating items — discontinued - 02
Cash generated from operations 26 1801 144 8
Tax paid {16 0) 47)
Net cash generated from operating activities 164 1 1401
Cash flows from investing activities
Purchases of ntangible assets - financial systems {0 5) 19
Purchases of Intangible assets - cther 03} ]
Purchases of property, plant and equipment — continuing (23) 68
Proceeds from sale of property, plant and equipment 01 -
Proceeds from sale of assets held for sale - discontinued - 385
Bark deposit and other interest receved 01 01
Net cash used in nvesting activities 29) 595
Cash flows from financing activities
Proceeds from issue of ordinary shares following the Group restructure - 460 3
Proceeds from issue of ardinary shares prior 1o the Group restructure - 37
Dwicdends pad to Company's shareholders 25 (50) -
Loan to Company’s sharehalders prar to the Group restructure - (193
Repayment of former Senior and Juror Delot 19 - (990 4)
Drawdown of Syndicated Term Loan 19 - 5500
Repaymant of Syndicated Term Loan 19 (147 0) -
Payment of IPO costs 83 (153
Payment of Syndicated Term Loan arrangement fees 19 - 9 4)
Early repayment fees - (29 4)
Payment of former Senior and Junior Debt refinancing fees - 1
Payment of intarest on borrewings and hedaing instruments {12 6} (73 2)
Net cash used in financing activities {172 9) {125 1}
Net {decrease)/increase in cash and cash equivalents 117 95
Cash and cash equivalents at beginning of year 17 221 126
Cash and cash equivalents at end of year 17 104 221
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Financial statements

Notes to the consolidated financial statements

General information

Auto Trader Group pic 1s a public Imited company which 1 listed on the London Stock Exchange and 1s domiciled and incorporated in the
United Kingdem under the Companies Act 2006 The address of the registered office 1s given on the inside back cover

1. Accounting policies

Basis of preparation

The principal accounting policies apphed In the preparaton of the consalidated financial statements are set cut below These policies have
been consistently applied to all the periods presented, unless otherwise stated The financial nformation presented 15 at and for the 52-week
financial years ended 29 March 2015 and 27 March 2016 Financial year ends have been referrad to as 31 March throughout the consolidated
financial staternents as par the Company’s accounting reference date Financiat years are referred to as 2016 and 2015 in these consclidated
financial statements

On 24 March 2015, the Company obtained control of the entire share capital of Auto Trader Holding 1umited via a share-for-share exchange
There were no changes In nights or proportion of control exercised as a result of this transaction  Afthough the share-for-share exchangse
resulted In a change of lega! ownership, this was a common contrcl transaction and therefore outside the scope of IFRS 3 The comparative
year disclosed in these consolidated financial siatements raflects the continuation of the pre-existing Group, headed by Auto Trader Holding
Limited, and have been prepared applying the pnnciples of predeceassor accounting cwnership

The consoldated financial statements have been prepared in accordance with International Financial Reporting Standards {IFRS’) as adopied
by the European Union (‘EU"), IFRS Interpretation Committee {'IFRS IC'), certain interpretations as adopted by the EU, and the Gompanies Act
2006 applicable to companies reporting under IFRS The consolidated financtal statements have been prepared on the going concern basis
and under the historical cost convention, as medified by the revaluation of certan financia assets and financial habilites (ncluding denvative
instruments) at farr value through profit or loss

Gaing concern

The Directors, after making enquines and on the basis of current financial projections and faciities available, believe that the Group has
adequate financial resources to continue In operation for a penod net less than 12 months from the date of this report For this reasen,
they continue to adopt the going concern basis in prepanng the financial statemeants

Critical accounting estimates and judgements

The preparation of financial statements in conforrmity with IFRS requires the use of certain critical accounting estimates and assumptions

It also requires management to exercise its judgement in the process of applying the Group's accounting policies Estmates and judgements
are continually evaluated and are based on histonical expenence and other factors, ncluding expectations of future events that are beheved
to be reasonable under the circumstances

The accounting estimates believed to require the most difficult, subjective or complex judgements and which are the most criiical to the
reporting of results of operations and financial positions are as follows

s carrying values of goodwill,

= share-based payments, and

+ capitahised development spend

The Group tests annually whether goodwill has suffared any impairment In accordance with the accounting policy stated The recoverable
amounts of cash-generating units have been determined based on value-in-use calculations, which require the use of estrmates, see note 11

Share-based payment arrangements n which the Group recenes goods or services as consideration for its own equity instruments are
accounted for as equity-settied share-based payment transactions The farr value of services received in retumn for share options 1s calculated
with reference to the farr value of the award on the date of grant Black-Scholes and Monte Carlo models have been used where appropnate
to calculate the far value and the Directors have therefore made estimates with regards to the inputs to that model and the pened over which
the share award 1s expected to vest {note 27)

Costs incurred in deveioping new products are capitalised in accordance with the Group's accounting policy for software and website
development costs (note 11) Determining the amounts to be capitahised requires management to maka assumptions and estimates
regarding the expected future cash generation of the software products or websites and the expected penod of benefits to be receved
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Notes to the consolidated financial statements continued

1. Accounting policies continued

New accounting standards and IFRS IC interpretations
The Group has adopted the following new and amended IFRSs in 2016 In the consolidated financial statements There has not been a material
impact to the Group when adopting these new and amended IFRSs

s Annual mprovements 2010-2012 (effectve 1 July 2014) (erdorsed for 1 February 2015)

* Amendment to IAS 19, ‘Employee benefits’, on dafined benefit plans {effective 1 July 2014) fendorsed for 1 February 2015)
* Annual improvemants 2011-2013 {effective 1 July 2014} fendorsed for 1 January 2015)

» [FRIC 21, ‘Levies’ (effective 1 January 2014} (endorsed 17 June 2014)

The followang standards and interpretations were 1ssued by the IASB and IFRS IC, but have not been adopted erther because they were not
endorsed by the EU at 31 March 2016 or they are not yet mandatory and the Group has not chosen to early-adopt them The impagt on the
Group's financial statements of the future standards, amendments and interpretations 1s still under review, but the Group does not expect any
of these changes to have a matenal Impact on the results or the net assets of the Group

Annual improvaments 2012-2014 (effective 1 January 2016)

Amendment to [FRS 11, Joint arrangaments on acquisition of aninterest n a joint operationt, {effective 1 January 2016)

{subject to EU endorsement)

Amendment to IAS 16, 'Property, plant and equipment’ and IAS 38, 'Intangible assets’, on depreciation and amortisation

{sffective 1 January 2016) (subject to EU endorsement)

+ Amendments to IAS 16, ‘Property, plant and equipment’ and IAS 41, ‘Agnculture’ on bearer plants (effective 1 January 2016}
{subject to EU endorsement)

Amendmeants to IAS 27, ‘Separate financial staternents’ on equity accounting leffective 1 January 2016) (subject to EU endorsemant)
Amendments ta IFRS 10, ‘Consclidated financial statements’ and |1AS 28, *Investments in associates and joint veniures' on applying
the consolidation exemption (effective 1 January 2016) subject to EU endorsement

Amendments to IAS 1, *Presentation of financial statements’ disclosure intiative (effective 1 January 2016) (subject to EU endorsement)
IFRS 8, ‘Financial Instruments’ (effective 1 January 2018)

IFRS 15, ‘Revenue from Contracts wrth customers' {effeciive 1 January 2018)

* |FRS 16, 'Leases’ (effective 1 January 2019)
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Basis of consohdation
The Group's consolidated financial statements consolidate the financial statements of Auto Trader Group ple and all of its subsidiary
undertakings

Subsidianes ars all entiies (including structured entities) over which the Group has control The Group controls an entity when the Group is
axposed to, or has nghts to, vanable ratums from its involvermnent with the entity and has the ability to affect those retumns through ris power
over the entity Subsidianes are fully consoihdated from the date on which control 1s transferred to the Group They are de-consolidated from
the date that control ceases

The purchase method of accounting 1S wsed to account for the acquisition of subsidianes by the Group The cost of an acquisition 18
measured as the far value of the assets given, equity Insiruments issued and labilhes incurred or assumed at the date of exchange

Costs drectly atinbutable to the acquisiion are expensed Identifiable assets acquired and habiities and contingent labilities assumed n a
business combination are measured intially at therr far values at the acquisiion date, irespective of the extent of any non-controling interest
The excess of the consideration transferred, the amount of any non-controling interest in the acquiree and the acquisition-date far value

of any previous equity interest in tha acquiree over the farr value of the identifiable net assets acquired is recorded as goodwill If the total

of consideration transferred, non-controlling intarest recognised and prevously held interest measurad 1s less than the farr vafue of the net
assets of the subsidiary acquired in the case of a bargain purchase, the difference 1s recognised directly in the Income staterment

Intercompany transactions and balances between Group companies are eliminated on consolidation

Associates are all entities over which the Group has significant influence but not control, generally accompanying a shareholding of between
20% and 50% of the veting nghts Where significant influence 1s not demonstrated but the shareholding 1s between 20% and 50% the Group
would account for ts interest as an investment All investments are inibally recogrised at cost and the carrying value 1s reviewed for mpairment

Segment reporting

Operating segments are reported n a manner consistent with the iInteral reporting prowded to the chief operating decision-maker The chief
cperating decision-maker, who 1$ responsible for allocating resources and assessing performance of the operating segments, has been
identified as the Operational Leadership Team that makes strategic decisions {note 3).

Revenue recognition
Revenue comprises the far value of the consideration receved or recevabile for the sale of goods and services in the ordinary course of the
Group's activities Revenue 1s stated net of discounts, rebates, returns and valug-added tax

The Group recognises revenue whan the amount of revenue can be reliably measured, itis probable that future economic benefits will flow
to the entity and when specific critenia have been mat for each of the Group's actmties as desenbed below The Group bases its estimates
on historical results, taking into consideration the type of customar, the type of transactions and the specdics of each arrangement

Ravenue comprises
» fees for advertising on the Group's website and web-related activities, which are recognised on a straight-ing basis as the service 1s
prowvided, and

« retaler website buld and hesting subscnption fees, maintenance contracts and other subscription fees, which where invoiced in advance
are deferred and recognised on a straight-line basis over the penod to which they relate

Discontinued operations
The closure of the magazines division in the UK and frefand at the end of June 2613 has been presented as a discontmued operation {ncts 7)

Dwidend distnbution
Dmdend distribution to the Group’s shareholders is recognised as a lability in the Group's financial staternents in the penod
in which the dwvidends are approved by the Group’s shareholders
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Notes to the consolidated financial statements continued

1. Accounting policies continued

Employee benefits
The Group operates several pension schemes and all except one are defined contnbution schemes Within the UK all pension schemes set
up pnor to 2001 have been closed tc new members and cnly one defined contnbution scheme 1s now open to naw employees

a) Defined contribution scheme
The assets of the defined contnbution scheme are held separately from those of the Group in independently administered funds The costs
In raspect of this scheme are charged to the Income statement as incurred

b} Defined benefit scheme

The Group operates cne defined benefit pension scheme that s closed to new members The asset or lability recogrised in the balance sheet
in respect of the dsfined banefit scheme 1s the present value of the defined benefit obligation at the balance shest date less the far value of
the scheme's assets The defined benefit obligation 1s calculated annually by independent actuanes using the projected unit credit method
The present value of the defined benefit abligation is determined by discounting the estimated future cash outflows using nterest rates of
high-quality corporate bonds that are denominated in the currency in which the benafits will be paid, and that have terms to matunty
approximating those of the related pension lliability Remeasuremant gains and losses ansing from expenence adustments and changes

N actuanal assumptions are charged or creditad tc equity in ‘cther cornprehensive income’ in the penod in which they anse Any scheme
surplus {to the extent it can be recovered) or deficit s recogrised in full on the balance sheet

c) Share-based payments

Equity-settled awards are valued at grant date, and the difference between the grant date farr value and the consideration paid by the employee
Is charged as an expensa In the income statement spread over the vesting pencd Far value of the awards are measured using Black-Scholes
and Monte Carlo pricing models The credit side of the entry 1s recorded in equity Cash-settled awards are revalued at each reporting date with
the far value of the award charged to the profit and loss account over the vesting period and the credit side of the entry recognised as a lability
Movemenis in provisions for bad leavers are taken through reservas

Non-underlying items

Significant items of Income and expense that do not relate to the trading of the Group are disclosed as ‘non-underying' Examplas of such items
are exceptional tems, share-based payments and associated NI, managemeni tcentive plans (relating to the change of ownership structure)
and imparrment charges

Exceptional items

Significant non-recurring itemns of Income and expense are disclosed as ‘exceptional items’ Examples of items that may give nse to disclosure
as exceptional itermns include costs of majer restructunng and reorganisation of the business, corporate refinancing and restructunng costs,
gans on the early extinguishment of borrowangs or imparrments of intangible assets, property, plant and equipment, as well as the reversal of
such wrtedowns or mpairments, matenal disposals of property, plant and equipment and itigation settlernents A full analysis of exceptional
itemns i1s provided In note 4 and note 8

Foreign currency translation

a) Functional and presentation currency

ltems included in the financial statements of each of the Group's entities are measured using the currency of the primary economic environment
in which the entity operates The consolidated financial statements are presented in sterling (£), which 1s the Group’s presentation currency,

and rounded to the nearast hundred thousand (£0 1m) except when otherwiss indicated

b) Transactions and balances

Foraign currency transactions are translated into the functional currency using the exchange rates prevaling at the dates of the fransactions
Foreign exchangs gains and losses resutting from the settliement of such transactions and from the iransfatron at the penod end exchange rates
of monetary assets and labilities denominated in foreign cumencies are recogrised in the Income statement within administrative expenses

¢)Group companies

The results and financial position of all Group entities {none of which has the currency of a hyper-inflationary economy) that have a functional
currency othar than sterling are translated into sterling as follows

* assets and habilties for each balance sheet presented are translated at the closing rate at the date of that balance sheet, and

* income and expenses for each income statement are translated at average exchange rates

On the disposal of a foreign operation, the cumulative exchange differences that were recorded in equity are recognised in the Income
statement as part of the gain or loss on sale Goodwill and far value adjustments ansing on the acquistion of a foreign entrty are treated
as assets and labilities of the foreign entity and transtated at the closing rate

o2

Auto Trader Group ple Annual Report and Financial Staterments 2016




Financial statements

Intangible assets

a) Goodwill

Goodwill represents the excess cost of an acquisiion over the farr value of the Group's share of the net (dentfiable assets of the acquired
subsidiary at the date of acguisiion

Goodwill 1s tested annually forimparment and is carried at cost less accumulated impairment losses Imparment losses are charged to the
Income statement and are not raversed The gain or loss on the disposal of an entity includes the carrying amount of goodwill refating to the
entity sold

Goodwall 1s allocated to cash-gensrating units for the purpose of mpairment testing The allocation 1s made to those cash-generating units that
are expected to benefit from the business combination in which the goodwill arose

b} Trademarks, trade names, technology and customer relationships

Separately acquired trademarks, trade names, technology and customer relationships are recognised at histonical cost They have a finite useful
Iife and are carned at cost less accumulated amortisation Amortisation 1s calculated using the straight-line method to allocate the cost over ther
estimated useful Ives of between one and 15 years Trademarks, trade names, technology and customer relationships acquired in a business
combination are recognised at far value at the acausition date and subsequently amortised

c)Software
Acquired computer software 1s caprtalisad at cost, inchuding any costs to bnng it into use, and 1s carned at cost less accumulated amortisation
Amortisation I1s calculated using the straight-line method to allocate the cost over the estimated useful fe of three to five years

d)Software and wehsite development costs and financial systems

Development costs that are directly attributable to the design and testing of identifiable and unique software products, websites and systems
controlled by the Group are recognised as intangible assets when the following cnteria are met

¢ It 15 technically feasible to complete the software product or website so that it will be available for use,

* managemsnt intends to complete the software product or website and use or sellit,

= there s an ability to use or sell the software product or website,

It can be demanstrated how the software product or website will generate probable future economic benefits,

adequate technical, financial and other resources io complete the development and to use or sell the software product or wabsite are
avalable, and

the expenditure atinbutable to the software product or website dunng its development can be relrably measured

Direcily aitnbutable costs that are capitalised as part of the software product, website or system include employee and contractor costs

Other development expenditures that do not meet these cnteria as well as ongoing maintenance and costs associated with routine upgrades
and enhancements are recognised as an expense as incurred

Development costs for software, websites and systems are carned at cost less accumulated amortisation and are amortised over therr useful
Iives {not exceeding five years) at the point in which they come into use

Property, plant and equipment
All property, plant and equipment Is stated at histoncal cost less accumulated depreciation and imparrment losses Historical cost compnses
the purchase pnce of the asset and expendrture direcily atinbutable to the acquistion of the item

Freehold land 15 not depreciated Depreciation on ather assets 1s calculated using the straight-line method 1o allocate ther cost less thesr
estimated residual values over the estmated usefu! Iives as follows

Land, buildings and leasehold improvements

* Freehold buldings 50 years

* Leasehold land and buldngs life of lease
* Leasehold improvemnents iife of lease
+ Plant and equipment 3-10vyears
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Notes to the consolidated financial statements continued

1. Accounting policies contnued

Assets in the course of construction are recorded separately within property, plant and equipment and are transferred o the appropnate
classification when compiete and depreciated from the date they are brought into use

The assets’ residual values and useful ives are reviewed, and adjusted If appropnate, at each balance sheet date The carnying value of assets
I1s reviewed for imparment if events or changes in ¢creumstances suggest that the carrying value may rot be recoverable Assets will be written
down to ther recoverable amount if lower than the carmang value, and any imparment Is charged to the ncome staterment

Gains and losses on disposals are determined by companng the proceeds with the carrying amount and are recognised in the income
statement withun ‘adrministrative expenses’

Impairment of non-financial assets

Assets that have an indefirite useful ife, for example goodwill, are not subjsct to amortisation and are tested annually for impawrment Assets
that are subject to amortisation and depreciataon are reviewed for mparment whenever events or changes In circumstances indicate that

the carrying amount may not be recoverable Animparment loss Is recognised for the amount by which the asset's carrying amount exceeds
its recoverable amount The recoverable amount 1s the higher of an asset's farr value tess costs to sell and value inuse For the purposes of
assessing Imparment, assets are grouped at the lowest levels for which there are separately Identifiable cash flows {cash-generating units)
Nen-financial assets other than goodwill that have suffered an iImpairment are reviewed for possible reversal of the imparment at each
reporting date

In assessing value in use, the estmatad future cash flows are discounted to therr present value using a pre-tax discount rate that reflects current
markei assessments of the time value of money and the nsks specific to the asset For an asset that does not generate largely iIndependent
cash flows, the recoverable amount 1s determined for the cash-generating unit to which the asset belongs

Imparment losses recognised In respect of cash-generating units are allocated first to reduce the carrying amount of any goodwill allocated
to the cash-generating unit {or group of units) and then to reduce the carrying amount of other assets in the unit (or group of units) on a
pro-rata basis

Assets and habilittes (or disposal groups) held for sale

Assets and liabimes {or disposal groups) are classified as held for sale when therr carrying amount 18 to be recovered principally through a sale
transaction and a sale 1s considered highly probable On classification as held for sale, they are stated at the lower of carrying amount and farr
value less costs to sell Imparment losses are included inthe iIncome staterment, as are any gains and 1osses on subsequent re-measurement

Financial assets
The Group classifies its financial asssts In the categones of loans and recevables and at farr value through profit orloss The classification depends
an the purpose for which the financial assets were acquired Management determines the classification of is financial assets at intial recognition

Loans and recewvables are non-darvative financial assets with fixed or determinable payments that are not quoted In an active market They are
included in current assets, except for matuntes greater than 12 months after the balance sheet date which are classified as non-current assets
The Group's loans and receivables compnse trade and cther receivables and cash and cash equivalents in the balance sheet Loans and
recewvables are initially recognised at far value and subsequently carried at amortised cost using the effective interest method

Financial assets measured at far value are those held for trading or designated at fair value through profit or loss Dervatives are categonsed
as held for trading unless they are designated as hedges Assets in this category are classified as current assets Financial assets carned at far
value through the profit or loss account are intially recogmised at fair value, and transaction costs are expensed in the income statement They
are subseqguentty re-measured to far value and gains or losses ansing from changes in the far valug are recognised in the Income statement in
the penod In which they anse

Financial assets and llabilties are offset and the net amount reported in the balance sheet when there 1s a legally eniorceable nght to offset the
recogrised amounts and there 1s an intention to settle on a net basis, or realise the asset and settle the hability smultaneously

The Group assesses at the end of each reporting perod whether there 1s objective evidence that a financial asset or group of financial assets

15 impared A financial asset 1s impared only If there 1s objective ewdence of imparment as a result of ane or more events that occurred after
the irutial recognition of the assat and that this event has an impact on the estimated future cash flows of the financial asset that can be relably
estimated The amount of the loss Is measured as the difference between the asset’s camying amount and the present value of estimated future
cash flows discourtted at the financial asset’s onginal effective interest rate The carrying amount of the asset 1s reduced and the amount of the
loss is recognised in the ncome statement
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If, in 2 subsequent penod, the amount of the impamment loss decreased and the decrease can be related cbjectively to an event occumng
after the impairment was recognised, the revarsal of the previously recognised imparment loss is credited to the income staterment

Denvative financial instruments and hedging

The Group used denvative financial Instruments in the year ended 31 March 2015 to hedge its exposurs to foreign exchange and interest rate
nsks anging fraom operational, finaneing and investment actvities The Group does not use denvalive financial nstruments for speculative
purposes

Danvatives were initially recognised at far value on the contract date and were subsequently re-measured at therr far value Changes in the
far value of instruments that do not qualfy for hedge accounting were recognised in the income statement as they arose

The Group documented at the Inception of the transacticn the relationship between the hedgng instrument and the hedged tem The Group
atso documented its assessment, both at hedge inception and on an ongoing basis, of whether the denvative used in the hedging transactions
was highly effective in offsetting changes in the cash flows of the hedged item

The full far value of a hedging dervative 1s classified as a non-current asset or hability when the remaining maturity of the hedged item 1s more
than 12 months, and a current asset or hability when the remaining matunty of the hadged item s less than 12 months

The effective portion of changes in the farr value of denvatives that are designated and qualify as cash flow hedges are recognised in ‘other
comprenensive Income’ The gain or loss relating to the neffective portion i1s recognised immediately in the ncome statement within ‘finance
costs' Amounts accumulated in equity are recycled in the income statement in the penods when the hedged iiem affects the profit or loss

Trade receivables

Trade recevables are recogrnised initially at fair value and subsequently measured at amortised cost using the effective interest method,
less provision for imparrment A provision for imparment of trads receivables 1s established when there 1s objective evidence thai the Group
will not be able to collect ali amounts due according to the original terms of the recevables

Cash and cash equivalents
Cash and cash egquivalents include cash in hand, short-term deposis held on call with banks and bank overdrafts Bank overdrafts are shown
within borrowings in ‘current labilities' on the balance sheet

Trade payables
Trade and other payables are recognised iniially at far value and subsequently measured at amortised cost using the effective interest method

Borrowings

Boarrowings are recognised initially at fair value, net of transaction costs incurred, and are subsequently carred at amortised cost, with any
difference between the proceeds (net of transaction costs) and the redemption value being recognised in the Income statement over the penod
of the barrowings using the effective nterest method

Finance and 1ssue costs associated with the borrowings are charged 1o the income statement using the effective interest rate method from
the date of Issue over the estimated Iife of the borrowings to which the costs refate

Borrowings are derecognised when the obligation under the hability 1s discharged, cancelled or expired Where an existing financial liability 1s
replaced by another from the same lender on substantially different terms, or the terms of an existing hability are substantially modified, such as
an exchange or modification Is treated as a de-recognition of the ongmnal lability and the recognition of a new hiability, such that the difference
in respectve carrying amounts together with any costs or fees incurred are recogrised in the income statement

The buyback of bank borrowings represents the discharge of the cbligation to repay the debt The difference between the carrying amournit of
the financial hability extinguished and the consideration paid is recognised as an exceptional gain in the income statemient, as it 1s a significant
non-recurmng rtem

Preference shares are treated as borrowings where in substance they have the features of debt instruments, otherwise they are classified
as equity The related dividends are recognised as an interest expense for debt instrumenis and as dnadends for equity Instruments

Borrowings are classified as current babilites unless the Group has an unconditional nght to defer settlement of the Iiability for at least 12 months
after the balance sheet date
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1. Accounting policies continued

Provisions

A provision 1s recognised when a present legal or constructive obligation exists at the balance sheet date as a result of a past event, tt1s
probable that an outflow of resources will be required to settle the obligation and a rekable estmate of that obligation can be made Where
there are a number of similar obligations, the Ikelihood that an outflow will be required in settlement 1s determined by considenng the class |
of obligations as awhole If the effect 1s matenal, provisions are determined by discounting the expected future cash flows at a pre-tax rate I
that reflacts cumrent market assessments of the ime value of money and where appropriate the nsks specific to the obligatien

Contingent labiliies are not recognised but are disclosed unless an outflow of resources is remote Contingent assets are not recognised but
are disclosed where an inflow of economic benefits ts probable

Leases

Leases In which a significant portion of the nsks and rewards of ownership are retained by the lessor are classified as operating leases
Payments made undsr operating leases {net of any incentives received from the lessor} are charged to the income statement on a straxght-lne
basis over the penod of the lease

Taxation

The tax expense for the penod compnses current and deferred taxation Tax 1s recognised in the Income statement, except 1 the extent that ¢
relates to items recognised in ‘other comprehensive Income’ or directly in equity In this case the tax 1s also recognised in ‘other comprehensive
incomeg’ or directly in eguity, respectively Management perodically evaluates positions taken in tax returns with respect to situaticns in which
applicable tax regulation s subject to Interpretation It establishes provisions where appropnate on the basis of amounts expected to be paid

to the tax authonties

Current taxation I1s provided at amounis expected to be paid {or recovered) calculated using the rates of tax and laws that have been enacted |
or substantively enacted at the balance sheet date in the countnies where the Group operates and generates taxable income

Deferred taxation 1s prowvided in full, using the kability method, on temporary differences ansing between the tax base of assets and liabilities
and ther carrying amounts in the consolidated financial statements

Deferred taxation 1s determined using tax rates and laws that have been enacted or substantively enacted by the balance sheet date and are
expected to apply when the related deferred tax asset 15 realised or the deferred tax hability 1s settled

Deferred taxation assets are recognised only to the exient that it 1s probable that future taxable profit will be avalable aganst which the
{emporary differences can be utlised

Deferred taxation 1s provided on temporary differences ansing on investments in subsidianes except where the iIming of the reversal of the
ternporary difference 1s controlled by the Group and it 1s probable that the temporary differance will not reverse in tha foreseeable futurs

Defarred taxation assets and liabilities are offset when there 1s a legally enforceable nght to offset current tax assets against current tax kabilities
and when the deferred taxation assets and labilities refate to taxes levied by the same taxation authonity on either the taxable entity or different
taxable entities where there 1s an intention to settle the balance on a net basis

Share capital

Crdinary shares are classified as equity Preference shares are classified as labihities where in substance they have features of debt instruments,
otherwise they are classified as equity Incremental costs directly attributable to the 1ssue of new shares are shown in eguity as a deduction from
the proceeds

Where the Group purchases its own equity share capital, the consideration paid 1s deducted from equity attnbutable to the Group's
shareholders unti the shares are cancelled or reissued Where such shares are subsequently reissued, any consideration receved is included
In equity attnbutable to the equity holders of the parent company until the shares are cancelled or reissued
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Share premium and other reserves
The amournt subscnbed for the ordinary shares in excess of the nominal value of these new shares I1s recorded In ‘share premium’ The amount
subscribed for the preference shares in excess of the nominal value of thesa new preference shares 1s recorded In ‘other reserves’

Costs that directly relate to the 1ssue of ordinary shares are deducted from share premium net of corporation tax

The capital reorganisation reserve anses on consolidation as a result of the share-for-share exchange on 24 March 2015 |t represents the
difference between the norminal value of shares 1ssued by Auto Trader Group ple in this transaction and the share capital and reserves of
Auto Trader Holding Limited

Earnings per share

The Group presents basic and diluted earnings per share {EPS’) for its ordinary shares Basic EPS 1s calculated by dmding the profit aitnbutable
to ordinary shareholders by the weighted average number of ordinary shares outstanding dunng the penod For diluted EPS, the weighted
average number of ordinary shares 1s adjusted to assume conversion of all dilutive potential ordinary shares

As explaned in the basis of preparation accounting policy, the Group's financial statements reflect the conbnuation of the pre-existing Group
headed by Auto Trader Holding Limited The 2015 weighted average number of shares has been stated as the weighted average number of
shares in the penod from the date of the Group capital recrganisation to the balance sheet date

A reconciliation of the adjusted and alternatrve measure to the statutory measure required by IFRS s given in note 10

Shares held by the Employee Share Option Trust

The Employee Share Option Trust (ESOT") provides for the 1ssue of shares to Group employees pnncipally under share option schemes

The Group has control of the ESOT and therefore cansclidates the ESOT in the Group financial statements Accerdingly, shares in the Company
held by the ESOT are included in the balance sheet at cost as a deduction from equity

2. Financial risk management

a) Financial nsk factors

In the course of its business the Group 15 exposed to market nsk (including foreign exchange nsk and interest rate nsk), credit nsk, iquidity nsk
and technology nsk The Group's overall isk management strategy 1s to minimise potential adverse effects on the financial performance and net
assets of the Group These policies are set and reviewed by senicr finance management and all significant financing transactions are authonsed
by the Board of Directors

Market risk
1 Foreign exchange nsk
The Group has no significant foraign exchange nsk as 98% of the Group’s revenus and 97% of costs are sterling-denominated

The Group cperates in Ireland Foreign-currency-denominated net asssts of overseas operations are not hedged as they represent a relatively
small proportion of the Group's et assets The Group operates a dvdend policy ensuning any surplus cash 1s remitted to the UK and translated
into steriing thereby minimising the iImpact of exchange volatility

u Interest rate nsk

The Group's Interest rata nsk anses from long-term borrowings under the new Syndicated Term Loan subject to floating rates of interest Iinked
to UBOR Pror to the Group restructure in March 2015 the Group also had interest rate nsk from borrowings under the former Syndicated Bank
Loan ('former Senior Debt’), the Goldman Sachs Mezzanine Partners (‘GSMP'} Jursor Debt {former Jurior Debit’) and Shareholder Loan Notes
subject to floating rates of interest inked to LIBOR

Pnor to the Group restructure interest rate nsk on the bank borrowings was managed by using interest rate swaps to convert £335 0m of the
debt from floating to fixed rates Under the interest rate swaps the Group agreed with the other party to exchange on a monthly basts the
difference between the fixed contract rate and the fioating rate interest amounts calculated by reference to the agreed nohonal amounts

The Interest rate swaps held by the Group were settled as part of the Group restructure and were not replaced by any similar arrangements
The Group monitors interest rates on an ongoing basis but does not currently hedge interest rate nsk
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Notes to the consolidated financial statements continued

2. Financial risk management contnued

m Credit nsk

Credit nsk 1 the nsk that financia! loss anses from the falure of 2 customer or counterparty to meet its obligations under a contract The Group
has dedicated standards, poiicies and procedures to control and monitor all such nsks Although the Group 1s potentially exposed to credit
loss in the event of non-performance by counterparties, such credit ask 1s controlled through credit rating reviews of the counterparties and by
Iimiting the tatal amount of exposure to any one party The Group doas not balieve it 1s exposed to any matenal concentrabions of credit nak
As an example, the Group's barrowings ara arranged with a syndicate of major banks and are commutted unul 2020

Credit nsk relating to trade recevables s managed centrally and the credit nsk for new customers Is analysed befere standard payment terms
and conditions are offered Pokcies and procedures exist to ensure that existing customers have an approprate credit history and a significant
numer of balances are prepaid or collected via direct debit Sales to private customers are pnimanty settled using major debrt or credit cards
which reduces the nskn this area Overall, the Group considers ihat it 1s not exposed to a significant amount of either customer cradit or bad
debt nsk, dus to the diversified and fragmented nature of the customer base

The cost of bad debts for the year ended 31 March 2018 was 0 8% of revenue {for the year ended 31 March 2015 0 8%)

w Liquidity nsk

Cash flow forecasting s performed centrally by the Group treasury manager Roling forecasts of the Group's iquidity requirements
are monitored to ensure it has sufficient cash to meet operational needs Such forecasting takes into consideration the Group's debt
financing plans

Surplus cash held by operating entres over and above the balance required for working capital management (s invested centrally in interest-
bearing current accounts and money market deposits with appropnate matunties or sufficient hquidity as required by the above-mentioned
forecasts At the balance sheet date the Group held money market deposits of £NII {2015 £Nil) that are expected to generate cash inflows
for managing quidity nsk

The tables below analyses the Group’'s financial labilittes and undrawn commitments into relevant maturity groupings based on the remaining
perod at the balance sheet date to contractual matunty date Denvative financial instruments are ncluded in the analysis if their contractual
matunties are essential for an understanding of the timing ¢f the cash flows The amounts disclosed in the table are the contractual
undiscounted cash flows, except for denvative financial instruments cash flows

Between Between
Less than 1and2 2and§ Cver
1 year years years Syears
At 31 March 2016 £m £m £m £m
Borrowings - - 4030 -
Trada and other payables 85 - - -
Undrawn revoinng credit and other facilities - - 300 -
Total 85 - 4330 -
Between Betweean
Less than Tand2 2and S Qwvar
1 year years years Syears
At 31 March 2015 £m £m £m £m
Borrowings - - 5500 -
Trade and other payables 64 - - -
Undrawn revotving credit and cther faciliies - - 300 -
Total 64 - 5800 -
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b} Capital nsk management

The Group considers capital to be net debt plus adjusted total equity Net debt is defined as borrowings excluding debt 1ssue costs less cash

and short-term deposits Adjusted total equity 1s defined as total equity excluding the capital reorganisation reserve, as shown in the

consolidated balance sheet

The calculation of total capital 1s shown in the table below

2016 2015

£m Fm

Loans due within one year - -
Loans and overdrafts greater than cne year 4030 5500
Less Cash and cash equivalents {10 4) (22 1)
Total net debt 3926 5279
Total equity {51 5) {176 1)
Less Capital reorgarusation reserve 1,060.8 1,0608
Adjusted total equity 1,009 3 8847
Total capital 1,401 9 14128

The objectives for managing capital are to safeguard the Group's ability to continue as a going concern, in order o provide returns for

sharehelders and benefits for other stakeholders and to maintan an efficient capital structure to optirmise the caost of capital

The margin payable on the new Syndicated Term Loan interest s dependent on the consolidated leverags ratio of Auto Trader Group plc and its
subsidianes and this 1s calculated and reviewed on a semi-annual basis Repayments can be made without penalty under the new Syndicated
Term Loan Agreement and there 1s no requiremant to settle all or part of the new Syndicated Term Loan earlier than its termination date of 2020

c) Fair value estimation
As at 31 March 20186 the Group had no financial instruments held at far value through profit and loss
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3. Segmental information

IFRS 8 Operating segments requires the Group 1o determine its operating segments based on information which 1s prowvided internally Based
on the internal reporting information and management structures within the Group, it has been determined that there 1s only one operating
segment, baing the Group, as the information reported Includes operating results at a consolidated Group level orly This reflects the nature of
the business, where the major cost is to support the IT platforms upon which all of the Group's customers are serviced These ¢osts are borne
centrally and are not attnbutable to any specific customer type or revenue stream There 1s also considered to be only one reporting segment,
which 1s the Group, the results of which are shown in the consolidated income statement

Managemaeant has determined that there 1s one operating and reporting segment based on the reports reviewed by the Operational Leadership
Team (OLT"} which is the chief operating decision-maker {'CODM? The OLT 1s made up of the two Executive Directors and key management
and 1s responsible for the strategic decision-making of the Group

To assist In the analysis of the Group's revenue-generating trends, the OLT reviews revenue from three customer types as detalled below
* Trade revenue from retaler customers and revenue from other products and services provided to retalers and home traders to support
therr online actvities,

* Consumer services revenue from individuals for vehicle advertisements on the Group's websites This category also includes revenus
denved from third-party services directed at consumers relating to their meotoring needs, such as insurance and loan finance, and

* Display advertising revenue from customers and advertising agencies for placing display advertising on the Group's websites

The reporting information provided to the OLT, which presents revenue by customer type, has besn voluntanly disclosed below

2016 2015
Revenue £m £m
Trade 2364 2148
Consumer services 30.3 280
Display advertising 149 121
Total revenue from continuing operations 2816 2659

The revenue from external parties reported to the OLT I1s measured in a manner consistent with that in the iIncome statement

Underlying operating profit
Operating costs, compnsing adminisirative expenses, are managed on a Group basis The OLT measures the overall performance of the
Group by reference to the following non-GAAP measure

* Underlying operating profit which 1s operating profit before share-based payments and associated NI, management incentive plans and
exceptional tems

This adjusted profit measure I1s appled by the OLT to understand the earnings trend of the Group and s considered the most meaningful
measure by which 1o assess the true operating periormance of the Group

Adjusted underlying EBITDA was previously used to reflect the underiying performance of the business as it reflected both the impact of
non-underlying items and the changs in approach to technology development that was implemented in September 2013 and which resulted
1n less of the Group's expenditure on internal development salanes meeting the requirements for capitaksation As this approach to technology
development has been consistent In both the current and prior periods, there is no requirement to make such an adjustment

In addition, in order to prowide comparability of resuits from penod to penod and with listed peer companies the Directors now consider
Underlying operating profit to be a more appropnate indicatar of the undertying performance of the business dunng the penod
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2016 2015

£m £m

Operating profit 1696 1331
- Share-based payments 25 a7
- Management incentive plans - 19
— Exceptional tems 08) 54
Undertying operating profit 1713 1441
- Depreciation 28 25
— Amortisation 78 i00
Adjusted underlying EBITDA 1819 156 6

A reconcilation of the total segment operating profit to the profit before tax and discontinued operations is provided as follows

2016 2015

£fm £m

Total segment operating profit 1696 1331
Finance costs —net {14 6) (122 2)
Profit before tax and discontinued operations 1550 109

The OLT reviews the balance sheet information for the ane operating segment The segment’s assets and liabilities are presented in a manner
consistent with that of thase financial statements

The Group 1s domciled in the UK and the following table details external sales by location of custormers and non-current assets (excluding
deferred tax) by geographic area

2016 2015
£m £m
Revenue
UK 2770 2513
Ireland 46 46
Total continuing operations 2816 2559
Discontinued operaticns - UK - -
Discontinued operations -~ Rest of world - -
Total continuing and discontinued operations 2816 2559
Non-current assets
UK 3265 3332
Iretand 43 53
Total non-current assets 3308 3385

Due to the large number of customers the Group serves, there are no individual customers whaose revenue 1s greater than 10% of the Group's
total revenue in all penods presented in these financial statements
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4, Operating profit

Expenses by nature including exceptional items

2016 2015
Nota fm £m
Staff costs 5 536 584
Contractor costs 04 14
Depreciation of property, plant and equipment 12 28 25
Amortisation of ntangibles 11 78 100
Operating lease payments 28 33
Net foreign exchange losses - 01
Marketing costs 157 154
IT and communication costs 79 78
Other expenses 210 239
Total administrative expenses 1120 1228
Share-based payments and associated NI, management incentive plans and
exceptional items 17 {110}
Total admtnistrative expenses before share-based payments and associated NI,
management incentive plans and exceptional tems 1103 1118
Exceptional items
2016 2015
£m £m
Restructunng of Group operations 0.8 39
IPO costs - 15
Total exceptional tems {0 8) 54

Restructuring of Group operations relates to redundancy, property and other costs for the relocation of offices in the UK and other
reorganisation costs Exceptional income for the year ended 31 March 2016 relates to the reversal of provisions previously made for such
restruciunng costs that are no longer required

Exceptional IPO costs relate to costs associated with the Initial Public Offering (tPO”) of Auto Trader Group plc shares on the London Stock
Excharge on 24 March 2015

Services provided by the Company’s audrtors
During the year, the Group (including overseas subsidianes) obtained the followsng services from the ogerating company's auditors

2016 2015

£m £m

Fees payable for the audit of the Compary and consolidated financial statements o1t 01
Fees payable for cther services

— the audit of the subsidiary undertakings pursuant to legislation 02 02

- tax adwvisory services 01 -

- other assurance services - 18

- other non-audit services - 08

Total 04 29
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5. Employees and Directors

2016 2015

£m £m

Wages and salanes 444 433
Social secunty costs 48 50
Other pension costs (note 22) 19 20
511 503

Share-based payments and associated Nl {note 27) 25 37
Management incentive plans - 19
Restructuring costs - 25
Total 536 584

The average monthly number of employees (including Executive Directors and excluding third-party contractors) employed by the Group was

as follows
216 2015
Number Number
Customer operahions 395 403
Product and technology 295 326
Display 41 36
Corporate 123 133
Total 854 898
6. Directors’ and key management remuneration
The remuneration of Directors was as follows
2016 2015
£m £m
Aggregate Directors’ amoluments 17 18
Share-based payments charge 08 22
Pension coninbutions - 01
Total 2.5 41

Dunng the year ended 31 March 2016 two Directors (2015 two Directors) were members of the Group's defined pension contnbution scherms

The remuneration of the highest paid Director was as follows

2016 2015

£m £€m

Aggregate emoluments 09 04
Share-based paymenis charge 05 19
Pension contribubans - 01
Total 14 24

During the year t¢ 31 March 2018, Trevor Mather and Sean Glithero (2015 Trevor Mather and Sean Glitherc) received remuneration in

respect of their services as Directors of the Company and subsidiary undertakings Ed Wilkams receved remuneration in respect of hus
services as a Director of the Company and, t0 8 January 2016, Auto Trader Holding Uimited, a subsidiary undertaking Chup Perry received
remuneration In respect of his services as a Director of the Company, up to 7 March 2016 and, to 8 January 2016, Auto Trader Holding

Lrmited, a subsidiary undertaking

During the year to 31 March 2018, Tom Hall and Nick Hartman (2015 Tom Hall and Nick Hartman) receved no remuneration in respect of their

services as Directors of the Company and Auto Trader Holding bimited a subsidiary undertaking
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6. Directors’ and key management remuneration continued

Key management compensation
During the year to 31 March 2016, key management compnsed the members of the OLT (2015 OLT} The remuneration of all key management
(including Directors) was as follows

2016 2015

£m £m

Short-term employee benefits 57 65
Share-based payments 14 37
Management incentve plans - 03
Compensation for loss of office 02 -
Pengion ¢contributions g2 03
Total 75 108

7. Discontinued operations

The magazines divsion in the UK/vreland was closed at the end of June 2013 For the purposes of the financial statements, the magazines
dwision has been presented as a discontinued operation In 2015 and 2016

The analysis of the results of discontinued operations 15 as follows

2016 2015
£m £m

Revenue - -
Expenses - 01
Exceptional tems restructuning credit - 05
Exceptional tems profit on disposal of held-for-sale asset - 13
Result/profit before tax of discontinued operations - 19
Taxaton charge - -
Result/profit for the year from discontinued operations - 19
Cash generated irom discontinued operations I1s shown In note 26 of these financial statements
8. Finance income and finance costs

20186 2015

£m £m

Finance income
On bank balances - 01
Total - 01
Finance costs
On bank loans and averdrafts 127 653
On shareholders’ loans - 128
Net losses on dervative financial mstruments - 27
Amortised debt 1ssue costs 19 120
Exceptional early repaymeni premium {note 19) - 262
Exceptional settlement of denvatives - 32
Total 146 1223

The exceptional early repayment premium incurred in 2015 related to the settlement of the former Goldman Sachs Mezzanine Pariners
(GSMP"} Junior Debt The former GSMP Junior Debt was settled in full as part of the Group restructure on 24 March 2015 (note 19)

The Group opted to settle its interest rate swap agreements as part of the Group restructure The Group Incurred a charge as a result of the
transacton which was expensed in full in the year ended 31 March 2015 and classified as an exceptional item
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9, Taxation

2016 2015

£m £m

Current taxation
UK corporation taxation 286 22
Foreign taxation 03 o1
Adjustments in respect of prior years o7 01
Total current taxation 232 24
Deferred taxation
Ornigination and reversal of temporary differences 03) -
Effect of rate changes on deferred taxation a4 -
Total deferred taxation 01 -
Total taxation charge 283 24

The differences between the tatal taxation shown above and the amount caloutated by apphang the standard UK corporation taxation rate to
the profit before taxation on continuing operations are set out below The Group earns its profits pnmanly n the UK, therefora the rate used for

taxation is the standard rate for UK corporation tax

2016 2015
£m £m
Profit before taxation 1550 109
Tax on profit on ordinary actvities at the standard UK corporation tax rate of 209 (2015 21%) 310 23
Non-taxable income - 08
Expenses not deductble for taxaton purposes 03 06
Adustments in respect of foraign tax rates {01) 1)
Cther permanent differences {26} -
Effect of rate changes on deferred taxation 04 -
Adustments in respect of prior years {07} 01
Total taxation charge 283 24

Taxation on items taken directly to equity was a credit of £0 1m relating to deferred tax on share-based payments Taxation on items taken

direcily to equity in 2015 was a credit of £0 4m relating to financial denvatives and IPO costs recognised in share premium

The tax charge for the year 1s based on the effective rate of UK corporation tax for the penod of 20% {2015 2i%) Changss to the UK
corporation tax rates were announced on B July 2015 These changes were substantively enacted as part of tha Finance Bill 2015 on

26 October 2015 and include reductions to the mam rate to 19% from 1 April 2017 and to 18% from 1 Apnl 2020 On 16 March 2016 further
changes to the UK corporation tax rate were announced including a further reduction in the UK corporation tax rate to 17% from 2020, which
supersedes the change enacted on 26 October 2015 However, this further change was not substantively enacted as at 31 March 2016 and

has not therefore been reflected in these financial statements
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10. Earnings per share

a) Basic and diluted earmings per share
Basic earnings per share and diluted earnings per share are calculated by dding profit for the year attnbutable to equity holders of the parent
by the weighted average number of shares n 1ssus

Weighted average Total

number of eamings Pence
Continuing operations ordinary shares £m per share
Year ended 31 March 2016
Basic EPS 1,000,002,803 1267 12 67
Diluted EPS 1,001,394,111 1267 1265
Adjusted basic EPS 1,000,002,803 1286 12 B6
Adjusted diluted EPS 1,001,394,111 1286 1284
Year ended 31 March 2015
Basic and diluted EPS 1,000,000,000 85 085
Adjusted basic and diuted EPS 1,000,000,000 M2 412

Basic and diluted earnings per share for the year ended March 2015 are the same as there was no difference bstween the basic and the
diluted number of shares The waighted average numbaer of shares for the year to March 2015 has been stated as if the Group reorganisation
completed on 24 March 2015 had occurred at the beginning of the 2015 financial year The weighted average number of shares in 1ssue in
the period from 24 March 2015 to the year end was 1,000 millon

The difference between the basic and diluted weighted average number of shares represents the dilutive effect of the Shara Incentive Plan,
Performance Share Plan and the Sharesave scheme Shares 1ssued to satisfy the Share Incentive Plan were subsequently purchased by the
Employee Share Option Trust ({ESOT') and are entitled to dividends under the scheme rules The number of shares in 1ssue at the start of the
yaar 15 reconciled to the basic and diluted weighted average number of shares below

Weighted average

Year ended 31 March 2016 number of shares
Issued ordinary shares at 30 March 2015 1,000,000,000
Weighted effect of 1ssued ordinary shares 991,024
Less weightad effect of shares held by the ESOT (988,221)
Weighted average number of shares for basic EPS 1,000,002,803
Dilutve impact of share options outstanding 1,391,308
Weighted average number of shares for diluted EFPS 1,001,394,111

The average market value of the Group's shares for the purposes of calculating the dilutive effect of share-based incentives was based on
quoted market prices for the pernod dunng which the share-hased incentives were outstanding

b) Adjusted earnings per share

Adjusted EPS 1s calculated before the charge for share-based payments and associated N1, management incentive plans and exceptional items
and net of the tax effect In respect of these items A reconcilizhon of the basic earnings for the penod to the underlying earnings 1s presented
below

2016 2015
Continuing operations £m £m
Eamings for the penod 1267 85
Share-based payments 25 37
Management incentive plans - 19
Exceptional tems (0.8) 54
Exceptional finance cost - 294
Tax effect 02 {7
Adjusted earmings for the pertod 1286 412
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11. Intangible assets

Software and
websita Trade
development Financial Customer names and
Goodwll costs systams refationships Tachnology trademarks Total
£m £m £m £ £m Ern £m
At 31 March 2014 4338 54 1 92 58 56 19 5104
Additions - 04 19 - - - 23
Disposals - 070 - - - - 07
Exchange differonces {06) {01} - - - - 07
At 31 March 2015 433 2 537 111 58 56 19 5113
Additions - 03 05 - - - 08
Exchange differences 04 - - - - - 04
At 31 March 2016 4336 540 116 58 56 19 5125
Accumulated amortisation
and impairments
At 31 March 2014 120.8 421 - 49 32 10 1720
Amartisation charge - 69 17 04 08 02 100
Disposals - {07) - - - - 07)
At 31 March 2015 120.8 483 17 53 40 12 1813
Amortisation charge - 40 25 04 Q7 02 78
At 31 March 2016 120.8 523 42 57 47 14 1891
Net book value at 31 March 2016 3128 17 74 01 09 05 3234
Net book value at 31 March 2015 3124 54 94 05 186 o7 3300
Net book value at 31 March 2014 3130 120 92 09 24 0% 338 4

At 31 March 2016, £0 1m of software and website develepment costs (31 March 2015 £0 1m) represented assets under canstruction
Amortisation of these assets will commence when they are brought into use

For the year to 31 March 2016, the amortisation charge of £7 8m (2015 £10 Om) has been charged to administrative expenses in the income
statement and £NIl (2015 £Nil) has been charged to the results from the discontinued operations

Goodwill, which has an indefinite useful fe, 15 subject to annual imparment testing, or more irequent testing 1f there ars indicators of imparrment

Goodwill 1s allocated to the appropriate cash-ganerating units {CGLUs') based on the smallest identifiable group of assets that generates cash
inflows independently in relation to the speaific goodwill

The recoverable amounits of the CGUs are determined from value-in-use calculations that use cash flow projections from the latest three-year
plan approved by the Directors Following the closure of the magazine business in 2013 all assets have been allocated to the Auto Trader
Digital CGU

Key assumptions in the budgets and plans include future revenue growth rates, associated future tevels of marketing suppart and directly
associated overheads These assumptions are based on histoncal trends and future market expectations Cash flows beyond the three-year
penod are exirapolated using the estmated long-tenm growth rate of 2 0% (2015 2 0%} The pre-tax discount rate which has been appled
In determining value in use for INdividual CGUs for potential impairments 1s 8 0% (2015 8 0%)

Significant headrocom exists in the CGUs that have not been fully impaired There are no reasonable possible changes to the assumptions
presented above that would result in any imparrrment recorded in each of the years presented i these financial statemenis

Intangble assets have a finite useful fe and are camed at cost less accumulated amortisation Amortisation of these intangible assets
15 calculated using the straight-ine method to allocate the cost of the assets aver ther estimated useful lives {three to ifteen years)
The longest estimated useful hfe remaining at 31 March 2016 1s five years
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12. Property, plant and equipment

Land buldings and

Assats under leasehold Plant and
censtruction Impravements equipment Total
£m £m £m

Cost
At 31 March 2014 10 23 155 188
Addtions 61 - 10 71
Reclassification 69 33 36 -
Transfer to disposal group held for sale (note 16) - 08 - {08}
Disposals - {0 6) 43) 49
At 31 March 2015 D2 42 158 202
Addtions - - 20 20
Reclassification 02 -~ 02 -
Transfer to disposal group held for sale (note 16) - 03 - 03}
Disposals - - o1 o1
At 31 March 2016 - 39 179 218
Accumulated depreciation
At 31 March 2014 - 16 129 145
Charge for the year - 02 23 25
Transfer to disposal group held for sale (note 16) - ©5) - 05
Disposals - 05 (43 (48
At 31 March 2015 - 08 109 17
Charge for the year - 03 25 28
Disposals - - 01 {01}
At 31 March 2016 - 11 133 144
Net book value at 31 March 2016 - 28 46 74
Net bock value at 31 March 2015 02 34 49 85
Net bock value at 31 March 2014 10 07 26 43

The depreciation expense of £2 8m for the year to 31 March 2016 and the depreciation expense of £2 5m for the year ended 31 March 2015

have been recorded in adminsstrative expenses
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13. Investments

Shares in other undertakings

Financial statements

£m
Cost
At 31 March 2016 and 31 March 2015 32
Provision for impairment
At 31 March 2016 and 31 March 2015 32

Net book value at 31 March 2016
MNat book value at 31 March 2015

At the balance sheet date the Group holds a 19 4% (2015 19 4%) nterest in the preferred share capital of IAUTOS Company Uimited LAUTOS
Company Limited 1s an intermediate holding company through which are held trading companies incorporated in the People's Republic of
China It1s not considered an associate as the Group does not have significant nfluence over this entity This iInvestment was fully impaied
in the year to 31 March 2014 as the Chinese trading companies are loss-making with forecast future cash outflows

Subsidiary undertakings

At 31 March 2016 the Group's related undertakings were

Percantage Percentage

Country of registration or Class of shares owned by the ownad hy tha

Subsidiary undariakings Incorporation Prncipal actmty held parent Group
Auto Trader Holding Limited Englarnd and Wales Financing company Crdinary 100% 100%
Auto Trader Limited England and Wales Classified lstngs Ordinary - 100%
Trader Licensing Limited England and Wales Oormant company Ordinary - 100%
Trader Mecha Holdings Ireland Limited Republic of freland Holding company Ordinary - 100%
Trader Meda Ireland Republic of ireland Holding company Ordinary - 100%
Webzone Limited Republic of Irgland Holding company Orchnary - 100%
Trader Media Group Holdings Limited* England and Wales Holding company Ordinary - 100%
Trader Media Group (2003) Limited* England and Walas Hofding company Ordinary - 100%
Trader Fnance (2009) Limited” England and Wales Holding company Ordinary - 100%
Trader Media Corporation (2003) Limited* England and Wales Holding company Crdinary - 100%
Trader Media Corporation Linitad™ England and Wales Holding compary Ordinary - 100%
Trader Madia Finance Limited* England and Wales Holding company Ordinary - 100%
Trader Meda Holdings Limited” England and Wales Dormant company Crdinary - 100%
lronglove Limited” England and Wales Dormant company Crdinary - 100%
Trader Meda Property Limited” England and Wales Dormant compary Ordinary - 100%
Trader Meda (Earls Court) Group Limitad® England and Wales Dormant company Crdnary - 100%
Trader Media (Earls Court) Holdings Uimited* England and Wales Dormant comparyy Ordinary - 100%
Midland Auto Trader Limited* England and Wales Dormant company Orchnary - 100%
Auto Trader Holland Limited*® England and Wales Dormant company Ordinary - 100%
Trademad Holdings Limited” England and Wales Dormant company Ordinary - 100%
Autotrade-mail Limited” England and Wales Dormant company Ordinary - 100%
Trader Systemns Limited* England and Wales Dormant company Ordinary - 100%
2nd Byte Lmited* England and Wales Dormant company Ordinary - 100%
Faxpress Limited” England and Wales Dasrniant company Ordinary - 100%
Deltapoint Limited* England and Wales Dormant company Orchinary - 100%
Tradr Media Limited” England and Wales Darmant company Ordinary - 100%
Trader Publishing Limited™ England and Wales Domant company Ordinary - 100%
Hurst ttalia Limited” England and Wales Dormiant company Ordinary - 100%
Trader Media Group Limited* England and Wales Dormant company Ordinary - 100%
Insh Auto Trader Limited* Naorthemn Ireland Doyrnant company Ordinary - 100%

" Asat 31 March 2016 tha denoted comparies were In the process of members voluntary liquidation as part of a Group structuring project As such they are not required to
undertake a statutory audit or prepare ndmdual company financial staterments
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13. Investments continued

A guarantee exists In respect of the three wholly owned subsidiaries that are incorporated in the Republic of lreland and consolidated within
these financial statements They have avalled themsetves of an exemption from filing their indmdual financial statements in accordance with

Section 357 of the Companies (Amendment) Act, 2014, Ireland

14. Financial instruments by category

The accounting policies for financial Instruments have been apphed to the Ine items below

Loans and Non-financial
receivables assets Totat
31 March 2016 £m £m
Financia! assets as per balance shoet
Trade and other recevables 294 223 517
Cash and cash equivalents 104 - 104
Total 398 223 621
Financial habilties
measured at Non-financial
amortised cost habilities Total
31 March 2016 £m £m £m
Financial labilies as per balance sheet
Borrowings {395 6) - (395 6)
Trade and other payables 845 (28 1) {36 6)
Total {404 1) {28 1) (4322
Loans and Non-financia!
receivables assets Total
31 March 2015 £m £m £m
Financial assets as per balance sheet
Trade and other recevables 329 161 490
Cash and cash squivalents 221 - 221
‘Total 550 161 711
Financal habiliues
measured at Non-financia)
amarbsed cost labities Totat
31 March 2015 £m £m m
Financial habilites as per balance sheet
Borrowings (540 7) - (5407)
Trade and other payables {6 4) (34 0 {40 4}
Total (847 1) {34 0) (581 1)

Non-financial assets Include prepayments and accrued iIncome Non-financial labilittes include other taxes and social secunty and accruals and

deferred income
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15 Trade and other receivables

2016 2015
£m £m
Trade recenvables 325 367
Less provision for imparment of trade recevables 32 29
Trada recevables —nat 293 328
Other recevables 01 01
Prepayments and accrued iIncome 23 161
Total 517 490
The ageing analysis of trade recevables Is as foliows
2016 2015
£m £m
Fully performing 213 253
Past due but not smpared
Up to three months 74 69
Impaired 38 35
Total 325 3B7
It was assessed that a portion of the impaired recevables 1s expected to be recovered
Movements on the provision for impairment of trade recevables are as follows
2016 2015
£m £m
At begnning of year 29 26
Provasion for recenables imparment 19 20
Recewables wntten off during the year as uncollectble {16) (17)
Total 32 29

The creation and release of the provision for impared trade recenvables 1s included in administrative expensas In the Income statement

Tha other classes within ‘trade and other recervables’ do not contain iImpaired assets

The maximum exposure to cradit nsk at the reporiing date 1s the carrying value of each class of recevable included within ‘irade and other
recaivables’ The Group does not hold any collateral as security Due to the large number of customers the Group services, the credit quality

of trade recevables s not deemed a significant risk

The carrying amount of the Group's trade receivables 1s denominated in the following currencies

2016 2015

£m £m

Sterling 316 350
Euro 09 07
Total 325 3B7

At 31 March 2016 and 31 March 2015 all other financial recevables are pnmanly denominated in sterling
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16. Assets of disposal group classified as held for sale

Unoccupied properties na longer required by the Group have been placed for sale and are held at cost less accumulated depreciaiion and
any Impairment loss

2016 2015
£m £m
Non-current assets held for sale
Froperty, plant and equipment 03 03
17. Cash and cash equivalents
2016 2015
£m £m
Cash at bank and in hand 104 221

The Group's credrt nsk on cash and cash equvalents 1s imited as the counterparties are well-established banks with high credit ratings
At 31 March 2016 and 31 March 2015, the cash and cash equivalents are pnmanly denominated in sterling

18. Trade and other payables

2016 2015

£m £m

Trade payables 78 53
Qther taxes and social security 109 101
QOther payables 02 06
Accruals and deferred income 17.2 239
Accrued interast payable 05 05
Total 366 404
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19, Borrowings

206 205

Non-current £m £m

Syndicated Term Loan gross of unamortised debt issue costs 4030 5600

Unamortised debt 1ssus costs 74 83

Total 3956 5407
Tha Syndicated Term Loan is repayable as follows

2016 2015

£€m £m

Within two to five years 403 0 5500

Total 4030 5500

The carrying amounts of borrowings approximate therr farr values

Syndicated Term Loan (the debt under the terms of the new Senior Faciities Agreement)

On 24 March 2015, the Company and a subsidiary undertaking, Auto Trader Holding Limited, entered into a £550 Om Senior Faciliies
Agreement as part of the Group resirusture The associated debt transaction costs were £9 4m The first utilisation was made on 24 March
2015 when £550 Om was drawn

Interest on the Syndicated Term Loan 1s charged at LIBOR plus a margin of between 1 5% and 3 25% depending on the consolidated leverage
ratic of the Greup There 1s no requirement to settle all or part of the debt earler than the terminaton date in March 2020

Under the Senior Faciliies Agreement, the lenders also made available to the Company and Auto Tracer Holding Limited a £30 0m revolving
credit facility (the *RCF} Other than an ancillary facility of £0 8m, the RCF was undrawn at 31 March 2016 (2015 undrawn) Cash drawings
under the RCF would incur interest at LIBOR, plus a margin of between 1 25% and 3 0% depending on the consolidated leverage of the Group
{31 March 2015 1 25% and 3 0%) A commitment fee of 35% of the margin applicable to the RCF from time to time 1s payable quarterty In
arvears on the unutihsed amounts of the RCF

During the year to 31 March 2016 the Group repaid £147 0m of the Syndicated Term Loan {2015 £iNif)

Senior Bank Debt {‘former Senior Debt') (the debt under the terms of the former Semor Facilities Agreement)

On 24 March 2015 the Group repaid the full £632 Om of the former Senior Debt {together with accrued interest, break costs and other costs
payable under the terms of the former Senior Facilities Agreement) as part of the overall restructunng of the Group Interest on the former
Senior Debt was charged at UBOR plus a margin of between 4 25% and 4 5% based on the consolidated leverage ratio of Trader Media
Group Holdings Limited, a subsidiary company This calculation encompasses the former GSMP Junior Debt of £358 4m dascnbed below

GSMP Jumior Debt (‘former Junior Debt'’} {the debt under the terms of the former GSMP Junior Debt Agreement})

0On 24 March 2015 the Group repaid the full £358 4m of the former Junior Debt (together with accrued interest, break costs and other costs
payable under the terms of the GSMP Jurior Debt Agreement) as part of the overall restructunng of the Group A premium of £26 2m was
recognised In finance ¢osts in the year to 31 March 2015 (note 8) Interest on the former Junior Debt was charged at LIBOR wath a floor of
1% plus a fixed margn of 8 75%

Series A, B and C Shareholder Loan Notes

On 24 March 2015, as part of the overall Group restructure, the Group settled the full £128 8m of Shareholder Loan Notes in exchange for
ordinary shares in Aute Trader Holding Limited Interest was charged at LIBOR plus a margin of 9% on the Senes A, B and C Shareholder Loan
Notes Interest was payable annually in arrears in June on the anniversary of the issue date, however the intarest was rolled up into the pnncipal
every year since issue

The exposure of the Group's borrowings (excluding debt 1ssue costs) to LIBOR rate changes and the contractual repricing dates at the balance
sheet date are as follows

2016 2015

£m fm

One month or less 4030 5500
Total 4030 5500
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Notes to the consolidated financial statements continued

20. Provisions for other liabilities and charges

Onerous lease Managsment
and dilapidations Rastructunng ncentve plan Holiday pay

provision provision PrOVISION prowvision Total

tm £m £m £m £m

At 31 March 2014 62 486 28 03 129
Charged to the Income statement 02 Q7 19 03 31
Creditad to other comprehensve income - - 05 - {05)
Utilsed In the year (24) 28 38 03 ©3
Released in the year {01) 09 - - (10
At 31 March 2015 39 16 04 03 62
Charged to the income statement o7 - - 03 10
Utilsed in the year 30 {11) 04 ©3 48
Released in the year ()] {03 - - 08
At 31 March 2016 11 02 - 03 16
2016 2015

£m £m

Current 05 3¢
Non-current 11 23
Total 16 62

The onerous lease provision has been provided for future payments under property leases in respect of unoccupied properties no longer
surtable for the Group's use Dilapidations have been provided for all UK and Ireland properties based on the estimate of costs upon exit of

the leases, which expire between Apnl 2016 and February 2029

The restructunng provision relates to redundancy and other costs concerning key relocations and reorgamisations in the UK and 1s expected

to be fully utilsed by March 2017

At 31 March 2015 the management incentive plan prowsion compnsed amounts that are payable to senior management under long-term

managsment incentive plans

The holiday pay provision relates to labiliies for holiday pay 1n retation to the UK and freland operations for leave days accrued and not yet taken

at the end of the financial year
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21. Deferred taxation

Financial statements

The movement in deferred taxation assets and labilities dunng the year, without taking into consideration the offsetting of balances within the

same tax junsdiction, 1s as follows

Accelarated Other
Share-based capital tamporary
payments allowances differences Totad
Deferred taxation assets £m £m £m £m
At 31 March 2014 - 44 04 48
Charged to the incoma statement - 02 - 02
Charged directly to squity - - 04) {0 4)
At 31 March 2015 - 46 - 46
Credted/(charged) to the income statemant 03 02 - 01
Creditad directty to squity 01 - - 01
Effect of rate changes on deferred taxation - 05 - 05
At 31 March 2016 04 39 - 43
Deferred taxation liahilities
At 31 March 2014 - - QB8 08
Credited to the Income staternent - - 02 02
At 31 March 2015 - - 08 08
Credited to the income statement - - 02 02
Effect of rale changes on deferred taxaticn - - ©01) ©1)
At 31 March 2016 - - 03 03

Tne Group has estimated that £Nil of the Group’s net deferred income tax asset will be realised in the next 12 months This is management’s
current best estimate and may not reflect the actual outcome in the next 12 months

22. Retirement benefit obligations

Across the UK and Ireland the Group operates saveral pension schemas All except one are defined contribution schemes Within the UK,
all pension schemes set up pnor to 2001 have been closed to new members and onby one defined contnbution scheme 1s now open to

new employees

In the year to 31 March 2016 the pension coniributtions to the Group defined contribution scheme amounted to £19m (2015 £2 0m) including
the contnbutions related to the discontinued operations At 31 March 2016, there are £0 3m (31 March 2015 £0 3m) of pension contributions
outstanding relating to the Group’s defined contnbution scheme

The defined benefit pension scheme provides benefits based on final pensicnable pay and this scheme was closed to new joiners with effect
from May 2002 New employees after that date have been offered membership of the Group's defined contribution scheme

The most recent actuanal valuation of the defined benefit obligations was performed as at 31 March 2018 by a qualified independent actuary

The amounts recognised in the balance sheet are determined as follows

2016 2015

£m £m

Present value of funded obligations 176 191
Far value of plan assets {18 4} (19 6)
Effect of surplus cap 08 05

Net hability recognised in the balance sheet

The surpluses of £0 9m as at 31 March 2016 and £0 5m as at 31 March 2015 ware not recognised as assets as they were not deemed io be

recoverable by the Group
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22. Retirement benefit obligations continued

The net retirement benefit Income before taxation recogrised in the income statement in respect of the defined benefit schemes 1s summansed

as follows
2016 2015
£m £m
Interest ncome on net defined benefit obligation - -
Administration expenses pad by the scheme - -
Net retirement benefit iIncome before taxation - -
The amounts recogrised I the statement of other comprehensive mcome are as follows
2016 2015
£m £m
Rameasurement gains/{losses} recognised in the yaar {hefore tax) 04 08
Effect of surplus cap (o4} 08
Total - -
The movement n the defined benefit obligations over the year 1s as follows
Present value Far value
of abligation of plan assets Totat
fm £m £m
At 31 March 2014 157 {157) -
Interest expense/{income) ov (00 -
Remeasurements
Loss frem changes in financial assumptions 31 - 31
Return on plan assets, excluding amounts included in interest incormns - 23 23
Benefits pad 04) 04 -
Effect of surplus cap - k) {08)
At 31 March 2015 181 {18 1) -
Interest expense/{income) 06 086 -
Remeasurernants
Gain from changes In financial assumptions (15 - (16)
Return on plan assets, excluding amounts included in interest income - 12 12
Benefits paid 08 06 -
Effect of surplus cap - 04 04
At 31 March 2016 175 {17 8 -

During the year to 31 March 2016, the Group did not contribute to the defined benefit scheme (2015 £Nil) No contnbutions to this scheme are
expected in the next financial year and there are no minimum funding requirements As at 31 March 2018, approximately 65% of the kabilities
(2015 70%) are atinbutable to former employees who have yet to reach retirement and 35% to current pensioners (2015 30%)
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The significant actuanal assumptions were as follows

2016 205
Discount rate 3 55% 330%
Pengion growth rate 215% 220%
Infltation rate {'RPI’) 3 25% 3 30%

Sensitvity to key assumptions has not been disclosed as any reasonable passible changes would not result In a significant change to the
amounts racorded in the financial statements

The Group has assurmed that mortality will be in tne with nationally published mortalty table S1NA related to members' vears of birth with
a long-term rate of mprovement of 1 5% per annum These tables translate into an average life expectancy for a pensioner retinng at age 65
as follows

2018 2015
Male Female Male Fernale
Years Years Years Years
Member aged 65 {current life expectancy) 88 90 88 g0
Member aged 45 (ifa expectancy at age 65) 20 92 20 93
Plan assets are comprsed as follows
2016 2015
£m % £m %
Equities 101 549 108 551
Comorate bonds 74 402 79 403
Feal estate 09 49 Q9 46
Total 184 1000 1886 1000

This defined benefit pension scheme exposes the Group 1o a number of nsks, the most significant of which are

Asset volatility

The scheme liabilities are calculated using a discount rate set with reference to corporate bond yields, if assets underperform this vield, this wall
creata a defict The scheme holds a significant propartion of equities, which are expected to outperform corporate bonds in the long term whils
creating volatiity and nsk in the short term The allocation to eguities 1s monitored ta ensure it remains appropnate given the scheme’s long-term
objectves

Changes in bond yields
A decrease in corporate bond yields will ncrease the scheme habilihies, atthough thus will be partially offset by an increase in the value of the
scheme's bond holdings

Inflation nisk

A propertion of the scheme's benefit obhigations are linked to inflation and higher inflation will lead to higher kabilities (@lthough in most cases
caps on the level of Inflationary increases are in place to protect against extrame inflation) The maonty of the assets are either unaffected by
or only loosely correlated with inflation, mearnng that an increase in inflation will also increase the deficit

Life expectancy
The majonty of the scheme’s ohligations are ta provide henefits for the Ife of the member, so Increases in life expectancy will result in an
Increase In the habilibes

The weighted average duration of the defined benefit obligation 1s 22 years
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Notes to the consolidated financial statements continued

23. Share capital
2016 2015
Number Amount Number Armount
Share capital 000 £m ‘000 354}
Allotted, called-up and fully paid
Ordinary shares of 1p each (2015 £1 50 eachl) 1,001,052 100 1,000,000 1,5000
Total 1,001,052 100 1,000,000 1,5000

On 23 Apnl 2015 the Company issued and alflotted 1,051,699 shares of £1 50 each in connection with the Auto Trader Group plc Share incentive
Plan and these were admitted for trade on the London Stock Exchange on 24 Apnl 2015 The total number of shares in 1ssue at March 2016
was 1,001,051,699

On 29 July 2015 the Company completed a reduction of share caprtal and share premium (the 'Capital Reducton’), whereby the entire amount
outstanding on the Company's share premium account was cancelled and the nominal value of each 1ssued ordinary share in the capital of the
Company was reduced from £1 50 to £0 01 The Capital Reduction has created a significant amount of dstnibutable reserves for the Company

24. Employee Share Option Trust

The ESOT purchases shares to fund the Share Incentive Plan At 31 March 2016, the trust held 1,021,224 (2015 niy ordinary shares with a book
value of £1 5m (2015 €NIl} The market value of these shares as at 31 March 2015 was £4 0m (2015 £Ni} Dunng the year the ESOT purchased
1,051,699 shares of the Company at a cost of £1 6m (2015 £rul) representing 0 1% of issued share capital At 31 March 2016, 1,021,224 shares
relating to the SIP remain in the ESCT with a histoncal cost of £15m

25. Dividends

2016 2015
£m £Em

Armounts recognised as distnbutions to ordinary shareholders in the year compnse
Interim dendend for the year ended 31 March 2016 of 0 5p per ordinary share 50 -
Preposed final dreidend for the year ended 31 March 2016 of 1 0p per ordinary share 100 -

The proposed final dvidend for the year ended 31 March 2016 1s subject to approval by sharehoiders at the Annual General Meeting and hence
has not been included as liabilities in the financial statements at 31 March 2016

Prior to tha Group restruciure on 24 March 2015, ordinary dvidends of £3 6 milion were paid in respect of the year endec March 2015 to the
shareholders of Auto Trader Holding Limited Dividends paid were declared on shares of the Group's previcus parent, Auto Trader Holding
Limited, and were settled wia the waver of amounts due from sharehaolders

The Directors’ policy with regards to future dividends 1s set out in the Strategic report on pages 2 to 43
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26. Cash generated from operations

Financtal statements

2016 2015
£m Em
Profit befare taxation including discontinued operations 1550 128
Ad|ustments for
Depreciation 28 25
Amortisation 78 100
Profit on disposal of property, plant and equipment - 12
Share-based payments charge {excluding associated NI) 23 37
Finance costs 146 1223
Finance ncome - {om)]
IPO costs - 15
Changes in working capital (excluding the effects of disposals and exchange differences on consclidation)
Trade and other recevablas (26) {15)
Trade and other payables 53 23
Provisions {51) {7 5)
Cash generated from operations 1801 1448
The cash flows of discontinued operations are as follows
2016 2015
£m £m
Cash generated from oparations - {01)
Taxation - {01)
Operating cash flows - 02
Investing cash flows - 34
Total cash flows - 32
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27. Share-based payments

Share options are granted to senior executives and other indivduals throughout the organisaticn The Group currently operates four share
schemes and thess ars the Parformance Share Plan, Deferred Annual Bonus Plan, Share Incentive Ptan and the Sharesave scheme The total
charge in the year relaing to the four schemes including associated national nsurance ('NI') charges was £2 5m

All share-based incentives are subject to service conditons Such conditions are not taken into account in the far value of the service received
The far value of services received In refurn for share-based incentives 1s measured by reference to the far value of share-based incentives
granted The estimate of the far value of the share-based incentives 1s measured using aither the Mortte Carlo or Biack-Scholes pneing model!
as 1s most appropnate for each scheme

NI 1s being accrued, where applicable, at a rate of 13 8%, which management expecis to be the prevalling rate when the awards are exercised,
based on the share price at the reporting date Nl for the year ended 31 March 2016 relating to all awards was a charge of £0 2m The Company
NI charge for the year was £01m

Share Incentive Plan

The Group operates a Share Incentive Plan (‘SIP') scheme that was made available to all eligible employees following admission o the
London Stock Exchange in March 2015 On 20 Apnl 2015, all eligible employees were awarded free shares valued at £3,600 each based on
the share pnice at the time of Admission A total of 1,051,692 shares were awarded under the scheme, subject to a three-year service penod
(‘'Vesting Pariod'}

The SIP awards have been valued using the Black-Scholes model and the resulting share-based payments charge spread evenly over the
Vesting Penod The SIP shareholders are entifled to dividends over the Vasting Perniod No performance cntena are appled to the vesting of S
IP shares Farr value at the grant date was measured to be £272

Weighted average
exercise price
Number

Outstanding at 1 Apnl 2015 _ -
Awarded 1,051,699 —
Forfared {107,307 -
Vested {30,475) -
Qutstanding at 31 March 2016 913,917 -

Vested and Outstanding at 31 March 2016 - -

Shares vested relate to those attnbutable to good leavers as defined by the scheme rules

The total charge in the vear, tncluded in operating profit, in relation to these awards was £0 7m (2015 EMNil) The Company charge for the year
was ENit

Performance Share Plan

Tne Group operates a Performance Share Plan {PSP') for Executive Directors and certain key senior executives On 19 June 2015, the Group
awarded 1,641,267 nil cost options under the PSP scheme The extent to which such awards vest will depend upon the Group's performance
over a three-year penod following the award date Tha vesting in March 2018 ('Vasting Date’) of 25% of the 2015 PSP award will be dependent
on a relative TSR performance condition measured over the performance panod and the vesting of the 75% of the 2015 PSP award will be
depandent on the satisfaction of a cumulative Undertving operating profit {UOP') target measured over the performance perod

The PSP awards have been valued using the Monte Carlo model for the TSR element and the Black-Scholes model for the Underlying
operating profit element and the resulting share-based payments charge 1s being spread evenly over the period between the grant date
and the Vesting Date

Share pnce at Exarcise Expoacted Opton Risk frea Dradend  Non-vasting Fair value

grant date price volatility life rate wield condition per option

© i} (%) {yoars) (%) %) (%) €

19 Junae 2015 (TSR dependent) 306 Nil 300 30 08 00 00 208
19 June 2015 {UOP dependent) 306 Nl na 30 09 00 00 306

Expectad volatiity 15 estmated by considenng histone average share pnce volatility at the grant date
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2016

Number

Qutstanding at 1 Apnl 2015 -
Options granted in the year 1,641,267
Qutstanding at 31 March 2016 1,641,267

Exercisable at 31 March 2016 -

Expected volatility 1s estimated by considenng histonc average shara price volatlity at the grant date The share-based payments charge for the
yaar ended 31 March 2016 is £1 2m (2015 £Nil) The Company charge for the year was £07m (2015 £Ni)

Sharesave scheme

The Group operates a Sharesave (‘SAYE') scheme for all employees under which employees are granted an option to purchase ordinary shares
inthe Cormpany at up to 20% less than the market price at nvitation, in three years' time, dependent on their entaring into a contract to make
monthly contributions into a savings account over the relevant peniod Ophions are granted and are Iinked to a savings contract with & term of
three years These funds are used to fund the option exercise No performance cnitena are applied to the exercise of Sharesave options The
assumptions used In the measurement of the far value at grant date of the Sharesave Plan are as follows

Share price at Exercise Expectad Opticn Hisk free Dwcdend  Non-vesiing Far valus

grant date once volatiity Iife rate yield condition per cphion

{£) € (%) (years} (%) (%) (%) (£

23 September 2015 328 284 300 30 10 00 330 096

Expected volatiity 1s estmated by considenng historic average share price volatiity at the grant date The requrement that an employee has te
save In order to purchase shares under the Sharesave Planis a non-vesting condition This feature has been incorporated into the farr value at
grant date by applying & discount to the valuation obtained from the Black-Schcles pricing model

Number Weighted average

of share exercise price
options £
Qutstanding at 1 April 2015 - _
Options granted in the year 1,006,112 2864
Lapsed (35,887 264
QOutstanding at 31 March 2016 1,060,225 264

Exercisable at 31 March 2016 - -

Weighted average
exercise price
Range of pnces Price per share £

31 March 2016 264 264

Number Wetghted average
Weighted average contractual remaining hfe of share options contract term {years)

31 March 2016 1,060,225 27

The share-based payments charge for Sharesave options for the year ended 31 March 2016 1s £01m {2015 ENIl) The Gompany charge for the
year was NIl 2015 ENI

Deferred Annual Bonus Plan ( DABP’)

In June 2015 a DABP scheme was established which allows Executive Directors and other salected senior management the opportunity to earn
abonus determined as a percentage of base salary settled in mit cost deferred shares The award of shares under the plan is contingent on the
satisfaciion of pre-set internal targets relating to fnancial and operational objectives The nght to the shares I1s deferred for twa years from the
date of the award (the “Vesiing Penod’) and potentially forfertable during that penod should the employes leave employment The charge 1s being
spread evenly over the combined Performance Penod and Vesting Period of the shares, being three years

As of 31 March 2016 no options had been awarded for the June 2015 scheme The share-based payments charge for the year in respect of the
Performance Penod 1s £0 3m {2015 £Ni) The Company charge for the year was £0 2m (2015 £Nil)
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Notes to the consolidated financial statements contnued

28. Contingent liabilities and guarantees

A number of the Group's entrties provide guarantees under the Group's Syndicated Term Loan agreement The amount borrowed under this
agreement at 31 March 2016 was £403 Om (2015 £550 0m)

29. Operating lease commitments

At the balance sheet date, the Group had outstanding commitments for future aggregate minimum lease payments under non-cancellable
operating leasas, which fall due as follows

Land and buldings Other
2016 2015 2016 205
£m Em £m £m
No later than one year 11 186 05 04
Later than one year and no later than five years 89 79 10 03
Later than five years 148 173 - -
Total 248 268 15 07

AL 31 March 2016, 14 8m (2015 £17 3m) of future lease payments payable after five years relate to the new Manchester and London
properhes The lease terms on these properties are between 10 and 15 years and both lease agreements are renewable at the end of the
lease penod at market rate

30. Related party transactions

Prior to 24 March 2015 a subsidiary company Auto Trader Holding Limited was jontly controlled by Crystal A Holdco S arl and Crystal B
Holdco S & rl The shareholder companies had made loans to and held preference shares in Auto Trader Holding Lmited  Ed Willams and Chip
Perry, Directors of Auto Trader Helding Limited, had alsc 1ssued Shareholder Loan Notes to and held preference shares in Auto Trader Holding
Limrted

0On 24 March 2015, as part of the overall restructuring of the Group, the Shareholder Loan Notes and related accrued interest, preference
shares, preference share premium and accrued dividends were corverted into share capital of Auto Trader Helding Lmited On 24 March 2015
all shares in Auto Trader Holding Limited were exchanged for shares in Auto Trader Group plc via a share-for-share exchange

The talances at the end of the penod Including accrued interest, dividends payable on these debt and eguity instruments and the premium on
the preference shares are disclosed below

2016 2015

Shareholder loans and accrued interest

Crystal AHoldce Sar! - -
Crystal B Holdeo Sarl - .
Ed Wilams - -
Chip Perry - -

Preference shares, premium and accrued dividends

Crystal AHoldco Sarl - -
Crystal BHoldco Sarl - -
Ed Willams - -
Chip Perry - -

Interest charged to the income statement

Crystal AHoldco S arl - 49
Crystal BHoldco Sarl - 80
Ed Willlams - -
Chip Perry - -
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The annual interest accrued on the Shareholder Loan Notes has been rolled into the pnncipal each year since 1ssue (note 18) Interest accrued
on Shareholder Loan Notes was rolled up into the principal on 24 March 2015 pnor to the Group restructure

Dunng the year ended 31 March 2015 additional loans of £15 7m were made to Crystal B Holdeo S a | These loans were unsecured,
non-interest beanng and repayable on demand The fotal loan balance of £20 9 millon was wawved and released as payment for the
repurchase of A ordinary shares dunng the year ended 31 March 2015

Dunng the year endad 31 March 2015 a subsidiary undertaking, Auto Trader Holding Limited, made loans of £1 4mand £2 2m to Crystal A
Holdco S arl and Crystal B Holdco S & ri respectively These loans were unsacured, non-interast bearing and repayable on demand
On 6 March 2015 the loans were settled through the tssue of a dvidend in kand

Apax Eurgpe VIl GP Co Limited, a fund acivised by Apax Partners LLP, recewved ENI for the provision of Directors' services to the Group dunng
the year (31 March 2015 £01m) The balance outstanding at the end of the year was ENIl {31 March 2015 ENIl)

Prior to 24 March 2015 funds advised by Apax Partners LLP held £15 Om of the former Junior Debt The fund received interest and was subject
to the sams terms of the GSMP Junior Debt Agreement as all other former syndicate members {note 19)

In the year endad 31 March 2015 certain Group companies traded with companies in which the funds advised by Apax Partners LLP have an
interest Trading was in the normal course of operations and on an arm'’s length basis During the year to 31 March 2015 funds adwised by Apax
recharged £0 1m of costs to the Group A balance of NIl was outstanding at 31 March 2015

Transactions with Directors and key management
Loans made on an arm's length basis In a previous year to certain members of key management were fully repaid in the year ended
31 March 2015

On 4 July 2014 Auto Trader Holding Limited gifted 19,838 E Crdinary shares of £0 001 each to certain Directors and members of key
management The nominal value of these shares of £13 84 was fully pad up in cash by a third-party ndmdual

On the same day the following shares were 1ssued to certain Directors and members of key management for aggregate cash consideration of

Aggregate cash

consideration

Number of shares £

E ordinary shares of £0 001 each 11,073 465,665
AZ ordinary sharas of £0 001 each 191 8,032
A2 Preferred ordinary shares of £0 001 each 15,891 668,282
F ordinary shares of £700 each 5 3,500

On 25 February 2015 Auto Trader Holding Limited gifted 196 E ordinary shares of £0 001 sach to certain Birectors and members of key
management The nominal value of these sharaes of £0 20 was fully paid up n cash

On 25 February 2015 Auto Trader Holding Limited 1ssued 398 E ordinary shares of £0 001 each to certain Directors and members of key
management for cash consideration of £16,738 The nominal value of these shares of £0 40 was fully paid up in cash

On 24 March 2015 all Directors and key management exchanged therr shareholding in Auto Trader Holding Limited for shares in Auto Trader
Group plc
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Independent auditors’ report to the members

of Auto Trader Group plc

Report on the Company financial statements

Our opimion
In our opinion, Auta Trader Group plc's Company financial statements
{the “financial statements™)

* gve a true and far view of the state of the Company's affars as at
27 March 2016,

¢ have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice, and

* have been prepared In accardance with the requirements of the
Companies Act 2006

What we have audited
The finanaial statements, included wathin the Annual Report and
Financial Statements {the “Annual Report”), comprise

+ the Company balance sheet as at 27 March 2016, and

* the notes to the financlal statements, which include & summary of
significant accounting pelicies and ather explanatory information

Certain required disclosures have been presented elsewhere In the
Annual Report, rather than in the notes to the financial statements
These are cross referenced from the financiat statements and are
identified as audited

The financtal reporting framework that has been applied in the preparation
of the financral statements is United Kingdom Accounting Standards,
comprising FRS 102 “The Financial Reporting Standard applicable in
the UK and Repubiic of Ireland”, and applicable law (United Kingdom
Generally Accepted Accounting Practics)
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Other required reporting

Consistency of other information

Companies Act 2006 opinion

In our opinion, the iInformation given 1n the Strategic report and

the Drrectors’ report for the financial penod for which the financial
statements are prepared 1s consistent with the financial statements

ISAs (UK & Ireland) reporting

Under International Standards on Auditing (UK and Ireland) (M1SAs
(UK & Ireland)") we are required to report to you if, In our opinion,
information in the Annual Report i1s

» matenally nconsistent with the information in the audited financial
statements, or

* apparently matenally incorrect based on, or matenally inconsistent
with, our knowledge of the Company acquired in the course of
performing our audit, or

* atherwise misleading
We have no exceptions to report ansing from this responsibiity

Adequacy of accounting records and information and
explanations received

Under the Companies Act 2006 we are required to report to you if,
IN Our opINIEN

* we have not recenved all the Informaton and explanations we

require for our audit, or

adequate accounting records have not been kept by the Company,
ar returns adequate for our audit have not bean received from
branches not visited by us, or

the financial statements and the part of the Directors’ remuneration
report to be audied are not In agreement with the accounting
records and retums

We have no exceptions to report ansing from this responsibility

Directors’ remuneration

Directors' remuneration report — Companies Act 2006 opinion

In our opimion, the part of the Directors’ remuneration report to |
be audited has teen properly prepared In accordance with the |
Companies Act 2006

Other Companies Act 2006 reporting

Under the Companies Act 2006 we are required to report 1o you ff,

In our gpimion, certain disclosures of Directors’ remuneration specified
by law are not made We have no exceptions to report ansing from
this respeonsibility
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Responsibilities for the financial statements and
the audit

Our responsibilities and those of the Directors

As explained maore fully n the Directors' responsibilifies staternant
set out on page 77, the Directors are rasponsible for the preparation
of the financial statements and for being satisfied that they give a
true and far view

Qur responsibility is to audit and express an opnion on the financial
staterments in accordance wath apphicable taw and 1SAs (UK & Ireland)
Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

This report, ncluding the opinions, has been prepared for and only for
the Company’s members as a body in accordance with Chapter 3 of
Part 16 of the Comparwes Act 2006 and for no cther purpose We do
nat, In giving these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this report 18 shown or
into whose hands 1t may come save where expressly agreed by our
prior consent In writng

What an audit of financial statements involves

We conducted our audit in aceordance with ISAs (UK & Ireland) An
audit Involves obtaining evidance about the amounts and disclosures
In the financial statements sufficient to give reasonable assurance that
the financial statements are free from matenal misstatement, whether
caused by fraud or error This includes an assessment of

* whether the accounting policies are appropnate o the
Company’s circumstances and have been consistently
appled and adequately disclosed,

* the reasonableness of significant accounting estimates made
by the Directors, and

* the overal presentation of the financial statements
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We primanly focus our work in these areas by assessing the Directors
judgements against available emdence, forming our own judgements,
and evaluating the disclosures in the financial staterenis

Wa tast and examine information, using sampling and other
auditing technigues, o the extent we consider necessary o provide
a reasonable basis for us to draw conclusions We obtain audit
evidence through testing the effectiveness of controls, substantive
procedures or a combination of both

In addition, we read alf the financial and non-financial Information

in the Annual Report to identify matenal Inconsistencies with the
audrted financial statements and to identify any information that 1s
apparently matenally incorrect based on, or matenally nconsistent
with, the knowledges acqguired by us in the course of performing the
audit If we become aware of any apparent matenal misstatements
or inconsistencies we consider the iImglications for our report

Other matter

We have reported separately on the Group financial statements of

Auto Trader Group pic for the 52 wegk penod ended 27 March 2016
s H-uu&

Matthew Hall {Serior Statutory Auditor)

far and on behalf of PncewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
Manchester

9 June 2016
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Company balance sheet
At 27 March 2016

2016 2015
Note £m £m
Fixed assets
Investments in subsidiary undsrtakings 3 1,207 8 1,206 2
1,207 8 1,206 2
Current assets
Debtors 4 4403 4400
Cash at bank and in hand - 95
4403 449 5
Creditors amounts faling due within one year 5 {88) {12 6)
Net current assets 4315 4369
Total assets less current habilities and net assets 1,6393 1,643 1
Capital and reserves
Called-up share capital 8 100 15000
Share premium account - 144 4
Retained earnings/{deficit) 1,629 3 (13)
Total equity 1,6393 1,843 1

The financial statements from pages 126 to 133 were approved by the Board of Directors and authorised for 1ssus

Sl

Sean Glhithero
Finance Director
9 June 2016

Auto Trader Group plc

Auto Trader Group plc Annual Report and Financial Statements 2016

Registered number 09439967
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Company statement of changes in equity

For the year ended 27 March 2016

Financial statements

Share premum Ratamed
Share capital account eamngs/{deficit) Total equity
jag| £m m m
Balance at March 2014 - - - -
Loss for the penod - - (i3 13
Total comprehensive expense, net of tax - - {13) 13
Transactions with owners
Issue of share capital 1,5000 144 4 - 1,644 4
Total transactions with owners, recognised directly n equity 1,5000 144 4 - 1,644 4
Balance at March 2015 1,500 0 1444 (13) 1,6431
Loss for the year - - {11) 1N
Total comprehensive expenss, net of tax - - {11) (11)
Transactions with owners
lssue of share caprtal 16 - (16 -
Reduction in share capital (1,491 6) (144 4) 1,636 0 -
Intenim dividend - - {50 [G1e)]
Share-based payments — - 23 23
Total transactions with owners recognised directly in equity {1,490 0% {144 4) 16317 27
Balance at March 2016 100 - 1,6293 16393
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Company statement of cash flows
For the year ended 27 March 2016

2016 2015
Note £m £m
Cash flows from operating activities
Loss for the year/pencd {11) 13
Share-based payment charge (excluding associated Nl 08 -
PO costs - 13
Decrease in debtors 01 -
Increase in payables 45 -
Net cash generated from operating activities 43 -
Cash flows from financing activities
Proceeds from issue of ordinary shares - 4803
Loans to fellow Group undertakings - {439 9)
Dwidends paid {50} -
Payment of IPO costs (8.8} (109
Net cash used in financing activities (138} 95
Net (decrease)/increase in cash and cash equivalents {9 5) a5
Cash and cash equivalents at beginning of year/penod 95
Cash and cash equivalents at end of year/penod - 95
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Financial statements

Notes to the Company financial statements

1. Accounting policies

Auto Trader Group plc 1s a public imited comparny which 1s listed on the London Stock Exchange and 1s domiciled and incorporated in the
United Kingdem under the Companies Act 2008 The Company was incorporated on 13 February 2015 and adopted FRS 102 from that date

Statement of compliance and basis of preparation

The Company financral statements of Auto Trader Group ple have been prepared in comgliance with United Kingdem Accounting Standards,
including Financial Reperiing Standard 102, ‘The Financial Reporting Standard applicable in the United Kingdom and the Republic of Ireland’
{FRS 102" and the Companes Act 2006 The Company financial statements have been prepared under the hustonc cost convention, as modified
for the revaluation of certain financial assets and labilites through profit or loss The current year financial information presented 1s for the year
ended 27 March 2016 The comparative financial nformaton presented is at and for the 45-day penod ended 29 March 2015 Financial penod
ends have been refarred 1o as 31 March throughout the consolidated financial statements as par the Company’s accounting raference date

The Directors have used the going cencern principle on the basis that the current profitable financial projections and facilties of the consolidated
Group will continue in operation for a penod not less than 12 months from the date of this report

The Company financial statements have been prepared in stering which 1s the functional and presentationa! currency of the Company and have
been prasented i round £m

As permitted by Section 408 of the Companies Act 2006, an entity profit and loss account 1s not meluded as part of the published consolidated
financial statements of Auto Trader Group ple The loss for the financial penod dealt with in the financial statements of the parent company was
£11m (2015 loss of £13m)

Amaunts pad to the Company's audrtors in respect of the statutory audit were £50,000

Estimation technigues

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical accounting estimates [t also requires
managemsnt {0 exercise ther judgement in the process of apphing the Company's accounting policies The areas involving a higher degree
of judgement or complexity, or areas where assumptions and estmates are significant to the financial statements are

= share-based paymenis, and
¢ carrying value of nvestments

Share-based payment arrangements in which the Group recewves goods or services as consideration for its own equity instruments are
accounted for as equity-settled share-bhased payment transactions The accounting policies of such arrangements are disclosed in note 1 of
the Group accounts The far value of services recaved in return for share options 1s calculated with reference to the farr value of the award on
tha date of grant Black-Scholes and Monte Carlo models have baen used where appropnate to calculate the far value and the Directors have
therefore made estmates with regards o the inputs {0 that model and the penod over which the share award 1s expected 1o vest (note 27 of
the consoldated Group financial statermnants)

The Group considers annually whether the carrying value of investrments has suffered any imparrment in accordance with the accounting policy
stated The recoverable amounts of investments have been determined based on value-in-use calculations, which require the use of estimates

Investments in subsidhanes

Investments in subsidianes are held at cost, less any provision for mpairment Annwally, the Directors consider whether any events or
circumstances have cccurred that could Indicate that the carrying amount of fixed asset investments may not be recoverable If such
circumstances do exist, a full mpairment review 1s undertaken to establish whether the carrying amount exceads the higher of net
realisable value or value in use If this 1s the case, an impaiment charge is recorded to reduce the carmyng value of the related invastment

Where equity-settled share-based payments are grantad to the employess of subsidiary cormpanias, the far value of the award is treated
as a capital coninbuticn by the Company and the investments in subsidianes are adjusted to reflect this capital contnbution
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Notes to the Company financial statements continued

1. Accounting policies continued

Taxation and deferred taxation
UK corporation tax is provided at amounts expected to be paid or recovered using the tax rates and laws that have been enacted or
substantively enacted by the balance sheet date

Deferred tax Is recognised in respect of all tming differences that have cnginated but not reversed at the balance sheet date, where transactions
or events that result In an cbligation to pay more tax in the future or a nght to pay less tax in the future have occurred on the balance sheet date

A net deferred tax asset Is regarded as recoverakle and therefore recegrised only when, on the basis of all evidence avallable, it can be
regarded as more likely than not that there will be suttable taxable profits against which to recover carried-forward tax losses and from which
the future revarsal of underlying timing differences can be deducted

Deferred tax 1s measured at the average rates that are expected to apply in the periods in which the timing differences are expected to reverse
based on the tax rates and laws that have been enacted aor substantively enacted by the balance sheet date Deferred tax 1s measurad on an
undiscounted basis

Financial instruments
The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial Instruments

a) Financial assets

Basic financial assets, ncluding trade and cther recevables, cash and bank balances and investments in commercial paper, are intally recognised
at transaction price, unless the arrangement constitutes a financing transaction, where the transaction 1s measured at the present value of the
future receipts discounted at a market rate of Interest Such assets are subsequently carned at amortised cost using the effective Interest method

At the end of each reporting penad financial assets measured at amortised cost are assessed for objective evidence of Impairment If an asset
1s impared the mparrment loss 1s the difference between the carrying amount and the present value of the estimated cash flows discounted at
the asset’s onginal effective Interest rate The impairment foss 1s recognised in profit or loss

If there 1s a decrease in the imparment loss ansing from an event occurnng after the Imparment was recognised, the imparment 1s raversed
The reversal i1s such that the current carrying amount deoes not exceed what the carrying amount would have been had the impairment not
previously been recognised The impairment reversal 1s recagnised in profit cr loss

Such asssts are subsequently carnied at far value and the changes in farr value are recogrised in profit or loss, except that nvestments in equity
instruments that are not publicly traded and whose farr values cannct be mezsured reliably are measured at cost less impairment

Financial assets are derecognised when (a) the contractual nghts to the cash flows from the asset expire or are settled, or (o) substantially all the
nsks and rewards of the ownership of the asset are transferred to another party or {¢) despite having retaned some significant nsks and rewards
of ownership, control of the asset has been transferred to another party who has the practical ability to unilaterally sell the asset to an unrelated
third-party without iImposing additional restrictions

b}Financial habilities

Basic financial liabiires, including trade and other payahles, bank loans, loans from fellow Group companies and preference shares that are
classified as debt, are intially recognised at transaction price, unless the arrangement constitutes a financing transaction, where the debt
instrument 15 measured at the present value of the future receipts discounted at a markst rate of interest Debt instruments are subseguently
carmed at amortised cost, using the effectve Interest rate method

Fees pad on the establishment of loan facilities are recognisad as transaction costs of the loan to the extent that it 1s probable that some or all of
the facility will be drawn down In this case, the fee 1s deferred until the draw-down occurs To the extent thers 1s no evidence that 1t Is probable
that some or all of the facility will be drawn down, the fee 1s capitalised as a prepayment for lquidity services and amortised over the penod of
the facility to which it relates

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from suppliers Accounts
payable are classified as current habilities If payment 1s due within ane year or less If not, they are presented as non-current habiities Trade
payables are recognised intially at transaction prnice and subsequently measured at amortised cost using the effective interest method

Dwvidend distribution
Dimidend distnbution ta the Company's shareholders 1s recagnised as a hability in the Company’s financial statements in the period n which
the drvidends are approved by the Company’s shareholders In respect of intenm dvidends, these are recognised once paid
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2. Directors' emoluments

Financial statements

The Comparny has no employees other than the Directors  Full details of the Directors' remuneration and interests are set out in the Directors'

remuneration report on pages 66 to 73

3. Investments in subsidiaries

2016 2015

£ £m

At beginning of the perod 1,206 2 -
Addtions 16 1,206 2
At end of the period 1,207 8 1,206 2

The addiions in the year relate to equity-settied share-based payments granted to the employees of subsidiary companies The investment
made in the prior year relates o the capital reorganisation of the Group on admission to the London Stock Exchangs on 24 March 2015

Subsidiary undertakings

At 31 March 2016 the Company's related undertakings were

Percentage Percantage

Couniry of ragistration or Class of shares cwned by the owned by the

Subsidiary undertakings incorporahon Pnncipal actvity held parent Group
Auta Trader Holding Limited England and Wales Fnancing comparny Ordinary 100% 100%
Auto Trader Lmited England and Wales Classfied istings Qrdinary - 100%
Trader Licensing Limited England and Wales Dormant comparny Ordinary - 100%
Trader Madia Ho'dings Ireland Limited Hepublic of Ireland Holding company Crdinary 100%
Trader Media Ireland Republic of Ireland Holding company Crdinary - 100%
Wehzone Limnied Republic of Ireland Holding company Crdinary - 100%
Trader Media Group Holdings Limited™ England and Wales Holding company Qrdinary - 100%
Trader Media Group (2003) Limited* England and Wales Holding company Ordinary 100%
Trader Finance {2009) Limited™ England and Wales Heldng company Ordinary - 100%
Trader Media Corporation (2003) Limited* England and Wales Holding company Ordinary - 100%
Trader Media Corporation Limited* England and Wales Holding company Ordinary - 100%
Trader Media Finance Limrted* England and Wales Holding company Ordinary - 100%
Trader Media Holdings Limited* England and Wales Dormant company Ordinary - 100%
Iranglove Limited* England and Wales Dormant company Ordinary - 100%
Trader Media Property Limited” England and Wales Dormant company Ordinary - 100%
Trader Media (Earls Court) Group Limited* England and Wales Dormant company Ordinary - 100%
Trader Media {(Earls Court) Haldings Limited*” England and Wales Dormant company Ordinary - 100%
Midland Auto Trader Limited” England and Wales Dormant corpany Ordinary - 100%
Auto Trader Holland Limited* England and Wales Dormant company Ordinary - 100%
Trademail Holdings Limited” England and Wales Dormant company COrdinary - 100%
Autotrade-mad bimited” England and Wales Dormant company Ordinary - 100%
Trader Systems Limited” England and Wales Cormant company Ordinary - 100%
2nd Byte Lmited* England and Wales Dorrnant company Ordinary - 100%
Faxpress Limited™ England and Wales Dormant company Ordinary - 100%
Deltapoint Limrted* England and Wales Domant company Ordinary - 100%
Tradr Media Limited” England and Wales Dormant company Ordinary - 100%
Trader Publishing Limited* England and Wales Dormant company Orcinary - 100%
Hurst itala Limited* England and Wales Dormant company Ordinary 100%
Trader Media Group Limited* England and Wales Dormant company Ordinary - 100%
Insh Auto Trader Limited” Northern ireland Dormant company Crdinary - 100%

* Asat 31 March 2016 the denoteg companies were in the process of members voluntary hquidation as part of a Group structuring project As such they are not required to
undertake a statutory audit or prepare indwidual company financial statements
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Notes to the Company financial statements continued

4. Debtors
2016 2015
£m £m
Amounts owed by Group undertakings 4400 4399
Defarred tax asset 02 -
Corporation tax recenvable 01 01
440 3 4400
Amounts owed by Group undertakings are non-interest-beanng, unsecured and repayable on demand
5. Creditors: amounts falling due within one year
2016 2015
£m £m
Amounts owed to Group undertakings 83 36
Accruals and deferred income 05 g0
88 126
Amoeunts ewed ta Group companies are unsecurad, non-interest-beanng and have no fixed date of repayment
6. Financial instruments
Financial nstruments utiised by the Company dunng the year ended 31 March 2016 and period ending 31 March 2015 may be analysed
as follows
2016 2015
Financial assets £m £m
Financial assets measured at amortised cost 4400 43849
2018 2015
Financial habilities £m £m
Financial labilties measured at amortised cost 88 126
Current assets and habilities
Financial instruments iIncluded within current assets and labilities (excluding cash and borrowings) are generally short term in nature and
accordingly thewr far values approximate to their book values
7. Dividends
2016 2015
£m £m
Amounts recognised as distnbutions to ordinary shareholders in the year compnse
Intenm dividand for the year ended 31 March 2018 of O 5p per ordinary share 50 -
Proposed final dvidend for the year ended 31 March 2016 of 1 Op per ordinary share 100 -

The proposed final dnadend for the year ended 31 March 2016 1s subject to approval by shareholders at the Annual General Meeting and hence

has not been included as labilites in the financial staternents at 31 March 2016

132

Auto Trader Group plc Annual Report and Financrat Statements 2016




Financial statements

8. Called-up share capital

2016 2015
Number Amount Number Amount
Share capital 000 £m Q00 £m
Allotted, called-up and fully paid
Crdinary shares of 1p each (2015 £1 50 each) 1,001,052 100 1,000,000 1,5000
Total 1,001,052 100 1,000,000 1,5000

On 23 April 2015 the Company issued and allotted 1,051,699 shares of £1 50 each in cornection with the Auto Trader Group plc Share Incentive
Plan and these were admitted for trade on the London Stock Exchange on 24 Aprl 2015 The shares rank pan passu with the existing ordinary
shares of the Gompany The total number of shares in 1Issue at March 2016 was 1,001,051,689

On 29 July 2015 the Company completed a reducton of share capital and share premium (the 'Capital Reduction’), whergby the entire amount
outstanding on the Company’s share premium account was cancelled and the nominal value of each 1ssued ordinary share In the capital of the
Company was reduced from £1 50 to £0 01 The Gaprtal Reduction has created a significant amount of dstnbutable reserves for the Company

9. Employee Share Option Trust

The ESOT purchases shares to fund the Share Incentive Plan At 31 March 20186, the trust held 1,021,224 (2015 nif) ordinary shares with & bock
value of £1 5m (2015 ENIl) The market value of these shares as at 31 March 2015 was £4 Cm (2015 NIl Duning the year the ESOT purchased
1,051,699 shares of the Company at a cost of £1 6m (2015 nil) representing 0 1% of 1ssued share capital At 31 March 2016, 1,021,224 shares
relating to the SIP remamn in the ESOT with a histonical cost of £1 6m

10. Contingent liabilities and guarantees

The Company I1s a guarantor to a borrowing faciity relating to a loan provided to a Group entity The amount borrowed under this agreement
at 31 March 2018 was £403 0m (2015 £550 Om}

11. Related parties

During the year, a management charge of £20m (2015 £nil) was recesved from Auto Trader Ltd in respect of services rendered

At the year end, balances outstanding with other Group undertakings were £440 Om and £8 3m respectively for debtors and creditors
(2015 £439 9m and £3 8m) as set out nnctes 4 and 5
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Shareholder information

Registered office and headguarters
Auto Trader Group plc

1 Tony Wilson Place

Manchester

M15 4FN

United Kingdom

Registered number 09439967

Tel +44 (0) 161 669 9888
Web autotrader co uk
Investor relations Ir@autotrader co uk

Company Secretary
Sean Glithero

Joint stockbrokers

Bank of Amenca Mernlt Lynch
2 King Edward Street
London

EC1A 1HQ

Nurmis Securies Limited

The London Stock Exchange Bulding
10 Paternoster Sguare

London

EC4M 7LT

Independent auditors
PrcewaterhouseCoopers LLP
101 Barbroll Square

Lower Mosley Street
Manchester

M2 3PW

Registrar

Capita Asset Services
The Registry

34 Beckenham Road
Beckenham

Kent

BR3 4TU

Tel UK +44 (0) 871 664 0300

{calls cost 12p per mnute plus natwork extras,
lings are open 9 00am to 5 30pm Monday to Friday
excluding public holidays in England and Wales)

Tel international +44 (0) 371 664 0300
{charged at the appropriate international rate)

Web capritaasssetservices com
Emal shareholder enquines@capita co uk

Financial calendar 2016-2017

Annual General Mesting 22 Septernber 2016
Half-year results 10 November 2016
2017 Full-year resuits June 2017

Shareholder enquiries

QOur registrars will be pleased to deal with any questrons
regarding your shareholdings (see contact detals in the opposite
column) Altemnatively, if you have intemet acceass, you can accass
capitashareportal com where you can view and manage

all aspects of your sharsholding securely including electronic
communications, account enguines ¢r amendment to address

Investor relations website

The investor relations section of our website, about-us autotrader

co uk/investors, provides further information for anyone interested In
Auto Trader In additon to the Annual Report and Financial Staternents,
and share pnce, Company announcements ncluding the fullyear
resulis announcements and assocrated presentations are also
published there

Cautionary note regarding forward-looking statements
Certan statements made in this Report are forward-looking
statements Such statements are based on current expectations and
assumpttons and are subject 1o a number of nsks and uncertainties
that could cause actual events or results to differ matenally from

any expected future events or results expressed or implied in these
forward-looking statements They appear in a number of places
throughout thus Report and include statements regarding the
intentions, beliefs or current expectatcns of the Directors
concerning, amongst other things, the Group's results of operations,
financial cendition, hquidity, prospects, growth, strategies and the
business Persons receiving this Report should not place undue
rellance on forward-looking statements Unless otherwise required
by applicable law, regulation or accounting standard, Auto Trader
Group plc does not undertake to update or revise any forward-
looking statements, whather as a result of new information,

future developments or otherwise
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