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Property, plant and equipment11. 

  Land &   Plant &   Motor  
  buildings   equipment   vehicles   Total 
   £m   £m   £m    £m 

Cost       

At 1 January 2008   193.1   77.6   233.8      504.5 

Additions   14.5   12.8   124.9      152.2 

Exchange adjustments  7.0   1.6   0.3   8.9 

Disposal of businesses   (2.6)  (2.0)  (3.1)     (7.7)

Other disposals  (8.0)  (17.4)  (154.7)   (180.1)

Classifi ed as non-current assets held for sale  (7.9)  -     -     (7.9)

At 31 December 2008  196.1   72.6   201.2    469.9 

At 1 January 2009  196.1   72.6   201.2    469.9 

Additions  3.5   6.9   91.6   102.0 

Exchange adjustments  (3.0)  (0.7)  (0.1)  (3.8)

Disposal of businesses   (0.4)  -     -     (0.4)

Other disposals  (2.0)  (7.6)  (123.6)  (133.2)

Classifi ed as non-current assets held for sale  (1.8)  -     -     (1.8)

Reinstated from non-current assets held for sale  9.7   -     -     9.7 

At 31 December 2009  202.1   71.2   169.1   442.4 

Depreciation      

At 1 January 2008  9.4   40.0   70.0   119.4 

Exchange adjustments  0.7   1.0   0.1   1.8 

Charge for the year  3.6   11.1   40.9   55.6 

Impairment  8.5   0.4   6.3   15.2 

Disposal of businesses  (0.2)  (1.1)  (2.1)  (3.4)

Other disposals  (0.9)  (8.5)  (45.6)  (55.0)

At 31 December 2008  21.1   42.9   69.6   133.6 

At 1 January 2009  21.1   42.9   69.6   133.6 

Exchange adjustments  (0.3)  (0.4)  -     (0.7)

Charge for the year   3.7   7.9   35.5    47.1 

Impairment  0.8   -     -     0.8 

Disposals   (2.0)  (1.8)  (44.7)  (48.5)

Classifi ed as non-current assets held for sale   (0.4)  -     -     (0.4)

Reinstated from non-current assets held for sale  2.7   -     -     2.7 

At 31 December 2009   25.6   48.6   60.4   134.6 

Carrying amounts      

At 1 January 2008   183.7   37.6   163.8   385.1 

At 31 December 2008  175.0   29.7   131.6   336.3 

At 1 January 2009  175.0   29.7   131.6   336.3 

At 31 December 2009  176.5   22.6   108.7   307.8  
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Property, plant and equipment (continued)  11. cont

Included in the amounts for plant, equipment and motor vehicles above are the following amounts relating to leased assets and assets acquired 

under hire purchase contracts:        
 
    Land &   Motor   
    buildings   vehicles  Total 
     £m   £m   £m 

Depreciation      

Charge for the year   -     1.3   1.3 

Carrying amounts      

At 31 December 2008   0.3   6.1   6.4 

At 31 December 2009   0.3   3.2   3.5 

Cumulative interest charges of £0.5m (2008 : £0.5m) have been capitalised as construction costs and included in land and buildings.

Land and buildings include £4.5m (2008 : £4.4m) in respect of building projects currently under construction for which no depreciation has been 

charged during the year.

Future capital expenditure which has been contracted for but not yet provided in the fi nancial statements amounted to £0.7m (2008 : £1.4m).  

This is in respect of property development and refurbishment.

    2009   2008 
    £m   £m   

Non-current assets     266.7   266.7 

Current assets     12.4   11.1 

Current liabilities    (332.0)  (334.3)

Net liabilities of joint venture company    (52.9)  (56.5)

Interest in joint venture

The Group has a 51% ordinary share capital interest in a joint venture PPH0 Limited, a company that is incorporated and trading in the United 

Kingdom, whose principal activity is that of a property company.   The joint venture is accounted for under the equity accounting method.  

The directors made a full provision of £6.2m against the carrying value of the investment in 2008. As at the balance sheet date the value of 

the investment was assessed to still be substantially impaired due to the diffi culties faced by PPH0 Limited in adhering to its existing fi nancing 

covenants.

The Group, whilst holding a 51% holding in the ordinary share capital of PPH0 Limited, holds by way of a contractual agreement 50% of the voting 

rights attaching to that company, thereby giving the Group joint control.

The net liabilities of the joint venture company, not adjusted for the percentage owned by the Group are:

12. 



    2009   2008 
    £m   £m   

Income     25.1   24.9 

Expenses     (20.9)  (20.7)

Income tax expense     (0.6)  0.1 

Profi t after tax    3.6  4.3 

Provision for impairment of non-current assets     -     (103.9)

    3.6   (99.6)

Interest in joint venture (continued)

The non-current assets shown above relate to properties held at their market value assessed as at 31 December 2008.  This valuation resulted in 

a write down of £103.9m in the fi nancial statements of PPH0 Limited (the joint venture holding company) for the year ended 31 December 2008.  

In 2008 the joint venture bankers informed PPH0 Limited  that it was in default of the bank facility loan to value covenant due to the fall in value 

of the properties and therefore in 2008 the Group’s investment in the joint venture was fully impaired to £nil.  An indicative valuation performed 

on these properties at 31 December 2009 indicated that the value of these properties was £272.8m.  Accordingly the directors of PPH0 Limited 

have concluded that as at 31 December 2009 the carrying value of the properties continue to be impaired, although the fi nancial statements in 

respect of the year ended 31 December 2009 are yet to be fi nalised.  The carrying value of the Group’s investment in the joint venture remains 

impaired at 31 December 2009 on the grounds that the directors consider the investment to be impaired due to the diffi culties faced by the 

joint venture in adhering to its existing fi nancing covenants.   For this reason no further profi t or loss is recognised in these fi nancial statements in 

respect of the trading result of the joint venture for the year ended 31 December 2009.     

 

Revenues and expenses of the joint venture, not adjusted for the percentage attributable to the Group are:

12. cont 
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PPH0 Limited has borrowings secured on its land and buildings.

At 31 December 2009 PPH0 Limited has no contractual capital commitments.

    2009   2008 
    £m   £m   

New and used vehicles    376.9   517.5 

Consignment vehicles    33.4   96.2 

Vehicle parts and other inventories    34.9   42.1 

    445.2   655.8 

Inventories recognised as an expense during the year    2,660.2   3,553.2 

Inventories stated at net realisable value    52.3   237.8 

Carrying value of inventories subject to retention of title clauses   359.3   564.8 

Inventories13.  

During the year £11.3m was recognised as a credit in respect of the write down of inventories (2008 : £25.1m expense).   

          

Movements in consignment vehicle inventory and its corresponding liability within trade and other payables are not included within movements of 

inventories and payables as stated in the consolidated cash fl ow statement as no cash fl ows arise in respect of these transactions until the vehicle 

is either sold or purchased at which point it is reclassifi ed within new and used vehicle inventory.
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Trade and other receivables14. 

    2009   2008 
    £m   £m   

Trade receivables    46.7   64.9 

Allowance for doubtful debts    (0.5)  (1.0)

     46.2   63.9 

Other receivables     50.8   57.3 

Prepayments    10.4   12.4 

     107.4   133.6

All amounts are due within one year.  

Total trade receivables held by the Group at 31 December 2009 was £46.2m (2008 : £63.9m).  No trade receivables have been classifi ed as held 

for sale (2008 : £nil).         

         

The average credit period taken on sales of goods is 29 days (2008 : 29 days).  No interest is charged on trade receivables.  The Group makes an 

impairment provision for all debts that are considered unlikely to be collected plus a proportion of all debts over 120 days past their due date.  At 

31 December 2009 trade receivables are shown net of an allowance for impairment of £0.5m (2008 : £1.0m).  An expense has been recognised 

in respect of impairment losses during the year of £nil (2008 : £0.6m).       

Before granting any new customer credit terms the Group uses external credit scoring systems to assess the potential new customer's credit 

quality and defi nes credit limits by customer.  These limits and credit worthiness are regularly reviewed and use is made of monitoring alerts 

provided by the providers of the credit scoring systems.  The Group has no customer that represents more than 5% of the total balance of trade 

receivables.             

         

           Trade Other Trade Other
  receivables receivables receivables receivables
The ageing of trade and other receivables at the reporting date was:  2009   2009  2008   2008 
  £m   £m   £m   £m  

Not past due  32.5   45.5  37.0   50.1 

Past due 0-30 days  10.8   3.0   19.2   2.0 

Past due 31-120 days  2.7   2.3   6.6   5.2 

Past due 120+ days subject to impairment  0.7   -     2.1   -   

  46.7   50.8   64.9   57.3 

Impairment  (0.5)  -     (1.0)  -   

  46.2   50.8   63.9   57.3 

The movement in the allowance for impairment in respect of trade receivables during the year was as follows: 2009   2008 
    £m   £m   

Balance at 1 January     1.0   0.5 

Utilisation     (0.5)  (0.1)

Expense recognised     -     0.6 

Balance at 31 December    0.5   1.0 

The directors consider that the carrying amount of trade and other receivables approximates their fair value.



     restated*
    2009   2008 
    £m   £m   

Trade payables    502.1   639.4 

Consignment vehicle liabilities    33.4   96.2 

Payments received on account    10.8   8.2 

Other taxation and social security     13.8   9.3 

Accruals    131.5   162.8 

    691.6   915.9 

Trade and other payables

     

15.  
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* see note 1(c)

    2009   2008 
    £m   £m   

Non-current liabilities      

Unsecured bank loans      -     314.7 

Secured bank loans     226.1   -   

Unsecured loan notes      0.2   148.9 

Secured loan notes     129.7   -   

Finance lease liabilities (see note 25)    2.6   4.6 

     358.6   468.2 

Current liabilities      

Unsecured bank loans      -     78.9 

Secured bank loans      64.7   -   

Finance lease liabilities (see note 25)     2.2   3.3 

     66.9   82.2 

Interest bearing loans and borrowings     16.  

Note 17 sets out the maturity profi le of non-current liabilities.

Trade and other payables are held at amortised cost and their contracted cashfl ows are expected to mature within 12 months of the balance 

sheet date.
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Financial instruments and derivatives 

Financial risk management 

The Group is exposed to the following risks from its use of fi nancial instruments: 

Funding and liquidity risk - the risk that the Group will not be able to meet its fi nancial obligations as they fall due 

Credit risk - the risk of fi nancial loss to the Group on the failure of a customer or counterparty to meet its obligations to the Group as they fall 

due 

Market risk - the risk that changes in market prices, such as interest rates and foreign exchange rates, have on the Group’s fi nancial performance 

 The Group’s quantitative exposure to these risks is explained throughout these fi nancial statements whilst the Group’s objectives and management 

of these risks is set out below. 

Treasury policy and procedures 

Group treasury matters are managed within policy guidelines set by the Board with prime areas of focus being liquidity, interest rate and foreign 

exchange exposure. Management of these areas is the responsibility of the Group’s central treasury function.  Derivative fi nancial instruments 

are utilised to reduce exposure to movements in foreign exchange rates and interest rates.  The Board does not permit the speculative use of 

derivatives. 

Funding and liquidity management 

The Group is fi nanced primarily by loan notes, bank loans, vehicle stocking credit lines and operating cash fl ow.  Committed facilities have a range 

of maturities, are maintained at levels in excess of planned requirements and are in addition to short term uncommitted facilities that are also 

available to the Group. 

Each business within the Group is responsible for its own day to day cash management and the overall cash position is monitored on a daily basis 

by the group treasury department.  Where our overseas subsidiaries borrow to fund their businesses they do so independently of and without 

recourse to the UK parent company.  

Interest rate risk management 

The objective of the Group’s interest rate policy is to minimise interest costs whilst protecting the Group from adverse movements in interest 

rates.  Borrowings issued at variable rates expose the Group to cash-fl ow interest rate risk whereas borrowings issued at fi xed rates expose the 

Group to fair value interest rate risk.  The Group does not actively manage cash fl ow interest rate risk as the Board believes that the retail sector in 

which the Group operates provides a natural hedge against interest rate movements.  Consequently, it is group policy to borrow on a fl oating rate 

basis and all fair value interest rate risk arising from fi xed rate borrowings entered into by the Group are managed by swaps into fl oating rate. 

Interest rate risk sensitivity analysis 

As all of the Group’s borrowings and vehicle stocking credit lines, after taking into account the effect of swaps, are fl oating rate instruments they 

therefore have a sensitivity to changes in market rates of interest.  The table below shows the effect of a 100 basis points change in interest rates 

for fl oating rate instruments outstanding at the period end, showing how profi t or loss would have varied in the period on the assumption that 

the instruments at the period end were outstanding for the entire period. 

17. 

    Profi t / (loss) Profi t / (loss)
    2009   2008 
    £m   £m   

100 bps increase    (5.6)  (7.5)

Tax effect    1.6   2.1 

Effect on net assets    (4.0)  (5.4)

100 bps decrease    5.6   7.5 

Tax effect     (1.6)  (2.1)

Effect on net assets    4.0   5.4 
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Financial instruments and derivatives (continued) 

Foreign exchange risk management 

The Group faces currency risk in respect of its net assets denominated in currencies other than sterling.  On translation into sterling movements 

in currency will affect the value of these assets.  The Group’s policy is therefore to match, where possible, net assets in overseas subsidiaries which 

are denominated in a foreign currency with borrowings in the same currency.  The Group has therefore borrowed USD 25.0m (2008: USD 50.0m) 

against its net assets held in overseas subsidiaries. 

Where the Group borrows in a foreign currency to fi nance assets denominated in sterling the Group would generally seek to swap borrowings 

into sterling. Prior to refi nancing in April 2009,  the Group had taken out hedges to effectively swap all of its fi xed rate loan notes denominated 

in US dollars into fl oating rate sterling.  The refi nancing saw an increase in the coupon rates and the Group maintained the previous derivatives it 

had in place, with the following hedge designations: 

17. cont 

 Hedged item

9.310% USD 110m loan notes 2012 Principal and underlying changes in interest rates, excluding changes due to credit quality

9.310% USD 67m loan notes 2014  Principal and underlying changes in interest rates, excluding changes due to credit quality

9.834% GBP 17m loan notes 2014  Principal and underlying changes in interest rates, excluding changes due to credit quality

Foreign exchange rate risk sensitivity analysis  

The effect of the above hedging strategy is to leave “unhedged” the additional coupon payable consequent to the refi nancing.  The only unhedged 

exposure is therefore the additional USD coupon payable. It is the Group’s current intention to settle these liabilities at spot rate when they fall 

due.  The Group is therefore exposed to risk in respect of exchange rate movements affecting the sterling value of settling the coupon.  The table 

below shows the effect of a 10% change in the GBP/USD exchange rate showing how profi t or loss would have varied in the period on the 

assumption that the full additional coupon was payable for the entire period and settled at the average GBP/USD exchange rate prevailing for 

the period. 

     Profi t / (loss) 
     2009  
      £m 

10% increase     0.4 

Tax effect      (0.1)

Effect on net assets      0.3 

10% decrease      (0.4)

Tax effect     0.1 

Effect on net assets      (0.3)

Credit risk management 

The Group is exposed to credit risk primarily in respect of its trade receivables and fi nancial assets.  Trade receivables are stated net of provision 

for estimated impairment losses. Exposure to credit risk in respect of trade receivables is mitigated by the Group’s policy of only granting credit 

to certain customers after an appropriate evaluation of credit risk.  Credit risk arises in respect of amounts due from vehicle manufacturers in 

relation to bonuses and warranty receivables.  This risk is mitigated by the range of manufacturers dealt with, the Group’s procedures in effecting 

timely collection of amounts due and management’s belief that it does not expect any manufacturer to fail to meet its obligations. Financial 

assets comprise cash balances and assets arising from transactions involving derivative fi nancial instruments.  The counterparties are banks and 

management does not expect any counterparty to fail to meet its obligations.  The maximum exposure to credit risk is represented by the carrying 

amount of each fi nancial asset, including derivative fi nancial instruments, in the balance sheet. 
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Financial instruments and derivatives (continued)

Capital management 

The Board’s policy is to maintain a strong capital base to maintain market confi dence and to sustain the development of the business, whilst 

maximising the return on capital to the Group’s shareholders.  Under normal conditions, the Group seeks to achieve an increase in earnings per 

share growth of RPI + 10% per annum and increase dividends each year.  The Group attempts to maintain an optimal balance between borrowings 

and equity and seeks a debt/equity ratio of between 70% and 100% under normal trading conditions. Due to the extreme changes in economic 

climate, the Group has been unable to achieve all of these objectives for 2009. Earnings per share growth of over 100% exceeded the Group’s 

annual target of RPI+10%, albeit from a relatively low base in 2008. Similarly, the Group’s debt/equity ratio improved from 314.2% at 31 December 

2008 to 297.8% at 31 December 2009. During the continuing depressed economic conditions, the Board intends to reduce debt by applying any 

surplus cash against its borrowings rather than to buy back shares or pay dividends. 

The Group has from time to time repurchased its own shares in the market and cancelled them.  There is no predetermined plan for doing this 

although the Group has permission from shareholders to buy back up to 10% of its equity at any one time.  The Group has in the past used profi ts 

made on surplus property sales to purchase its own shares and cancel them in order to promote growth in earnings per share. In the near term, 

the Group expects not to follow this strategy but instead to use proceeds from the sales of surplus properties to either reinvest in the business 

or to reduce debt. The Group may also issue shares or purchase them in the market to satisfy share incentives issued to employees of the Group.  

The Group encourages employees to be shareholders of the Group with the group wide provision of a sharesave scheme being one example. 

Certain of the Company’s subsidiaries are required to maintain issued share capital at levels to support capital adequacy under Financial Services 

Authority (FSA) requirements.  The Group ensures these requirements are met by injections of equity to the subsidiaries in question, when 

required. 

Following the Group’s refi nancing, the Group changed its approach to capital management in the year by placing increasing emphasis on debt 

reduction, as explained above.  There were no other changes to capital management in the year. 

Accounting for derivative fi nancial instruments and hedging activities 

The Group holds derivative fi nancial instruments to hedge currency and interest risks arising from its activities.  Derivative fi nancial instruments 

are measured at fair value at each balance sheet date.  Where a derivative fi nancial instrument hedges the changes in fair value of recognised 

assets or liabilities, any gain or loss is recognised in the income statement.  The hedged item is also stated, separately from the derivative, at fair 

value in respect of the risk being hedged with any gain or loss also recognised in the income statement.   This will result in variations in the balance 

sheet values of the hedged item and the offsetting derivatives as the market value fl uctuates.  The fair value of derivatives and hedged items is the 

estimated amount receivable or payable to terminate the contract determined by reference to calculations provided by certain fi nancial institutions 

utilising market prices prevailing at the balance sheet date. 

Hedges 

Fair value hedges of interest rate and currency risk 

The Group classifi es its interest rate and currency swaps as fair value hedges and states them at fair value.  The net fair value of swaps used as 

hedges of the Group’s USD and GBP loan notes is set out below: 

17. cont 

   Assets   Liabilities  Assets  Liabilities 
   carrying   carrying   carrying   carrying 
   value &   value &   value &   value & 
  fair value fair value  fair value   fair value 
   2009   2009   2008   2008 
Fair value hedge  £m  £m   £m   £m 

Currency and interest swap (USD 110m / GBP : fi xed rate to fl oating rate) expiring 2011 12.7   -     21.6   -   

Currency and interest swap (USD 67m / GBP : fi xed rate to fl oating rate) expiring 2014 9.4   -     15.5   -   

Interest swap (GBP 17m : fi xed rate to fl oating rate) expiring 2014 1.2   -     1.4   -   

Total  23.3   -     38.5   -   
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Financial instruments and derivatives (continued) 

All derivative fi nancial instrument assets and liabilities are non-current. The critical terms of the derivative fi nancial instrument and the hedged item 

match (i.e. currency, notional amount, and timing of rate resets and payments) and therefore changes in the fair value attributable to the risk being 

hedged are expected to be offset by the hedging derivative fi nancial instrument.  Changes in the fair value of the risk being hedged, being changes 

in the fair value of the loan notes, amounted to £16.0m (2008 : £44.0m), which was offset by changes in the fair value of the hedging derivative 

fi nancial instrument of £15.2m (2008 : £44.1m), giving a net fair value gain of £0.8m disclosed as fi nance income in note 7 (2008 : fair value expense 

of £0.1m disclosed in fi nance expense in note 6).       

   

Hedges of net investments in overseas operations      

Included within bank borrowings are balances denominated in US dollar which are designated as a hedge of the net investment in the Group’s US 

subsidiaries.  The aggregate fair value of these borrowings was £15.5m at 31 December 2009.  Foreign exchange gains of £2.7m on translation of 

the borrowings to sterling at the balance sheet date are recognised within the translation differences reserve in equity, net of exchange losses of 

£1.6m in respect of the net investments being hedged.      

Cash and cash equivalents      

Bank balances and bank overdrafts set out below are stated net of legal rights of set-off resulting from pooling arrangements operated by individual 

banks.      

   

17. cont 

     Carrying  Carrying 
     value &   value & 
     fair value   fair value  
    2009   2008 
    £m   £m   

Bank balances and cash equivalents    86.8   154.6 

   Carrying    Carrying  
   value    Fair value   value    Fair value   
  2009   2009  2008   2008 
  £m   £m   £m   £m  

Non-current:       

Bank borrowings  226.1   224.4   314.7   280.1 

5.65% USD 110m loan notes 2011  -     -     79.2   79.2 

5.95% USD 67m loan notes 2014  -     -     51.0   51.0 

6.66% GBP 17m loan notes 2014  -     -     18.5   18.5 

9.310% USD 110m loan notes 2012  68.7   76.5   -     -   

9.310% USD 67m loan notes 2014  43.2   51.9   -     -   

9.834% GBP 17m loan notes 2014  17.8   21.3   -     -   

Other loan notes  0.2   0.2   0.2   0.2 

Finance leases   2.6   2.6   4.6   4.6 

Total non-current  358.6   376.9   468.2   433.6 

Current:       

Bank borrowings  64.7   64.7   78.9   70.2 

Finance leases  2.2   2.2   3.3   3.3 

Total borrowings  425.5   443.8   550.4   507.1 

Borrowings
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Financial instruments and derivatives (continued)

Fair value hierarchy      

Financial instruments carried at fair value are required to be measured by reference to the following levels:    

Level 1: quoted prices in active markets for identical assets or liabilities      

 Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or 

indirectly (i.e. derived from prices)      

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).    

   

All fi nancial instruments carried at fair value have been measured by a Level 2 valuation method.     

The effective interest rates for all borrowings after taking into account derivative fi nancial instruments are all based on LIBOR for the relevant 

currency.  Finance leases are effectively held at fi xed rates of interest within the range set out below.  Information regarding classifi cation of balances 

and interest,  the range of interest rates applied in the year to 31 December 2009 and repricing periods, is set out in the table below:  

 

17. cont 

     Effect of    
     interest rate Swapped
 Carrying   Interest Interest and currency interest rate Repricing
 value   Classifi cation   classifi cation   rate range   swaps   range  periods  
 £m         

Bank balances and cash equivalents  86.8   Amortised cost   Floating GBP  0.50% - 0.85% N/A N/A 6 months or less

Borrowings         

Non-current:         

Bank borrowings  210.6   Amortised cost   Floating GBP  1.50% - 4.83% N/A N/A 6 months or less

Bank borrowings  15.5   Amortised cost   Floating USD  1.28% - 3.57% N/A N/A 6 months or less

9.310% USD 110m loan notes 2012 68.7   Amortised cost*   Fixed USD  9.31%  Floating GBP   4.76% - 8.43%  6 months or less

9.310% USD 67m loan notes 2014 43.2   Amortised cost*   Fixed USD  9.31%  Floating GBP   4.53% - 8.20%  6 months or less

9.834% GBP 17m loan notes 2014  17.8  Amortised cost*   Fixed GBP  9.83%  Floating GBP   4.88% - 8.56%  6 months or less

Other loan notes 0.2   Amortised cost   Fixed GBP  12.50% N/A N/A N/A

Finance leases 2.6   Amortised cost   Fixed GBP  5.29% - 7.15% N/A N/A see note 25

Total non-current 358.6        

Current:         

Bank borrowings 55.4   Amortised cost   Floating GBP  1.50% - 4.83% N/A N/A 6 months or less

Bank borrowings  9.3   Amortised cost Floating USD 1.70% - 3.92% N/A N/A 6 months or less

Finance leases 2.2   Amortised cost   Fixed GBP  5.29% - 7.15% N/A N/A see note 25

Total borrowings  425.5        

    2009   2008 
    £m   £m   

Pound sterling    400.7   501.8 

US dollar    24.8   48.6 

    425.5   550.4 

The carrying amounts of the Group's borrowings are denominated in the following currencies:

* The classifi cation of these items is at amortised cost with a fair value basis adjustment, i.e. the carrying amount has been adjusted for fair value 

changes attributable to the hedged risk.
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Financial instruments and derivatives (continued) 17. cont 

    2009   2008 
The maturity of non-current borrowings is as follows:    £m   £m   

Between 1 and 2 years     41.0   314.7 

Between 2 and 5 years     315.9   80.9 

Over 5 years    1.7   72.6 

    358.6   468.2 

Maturities include amounts drawn under revolving credit facilities which are contractually repayble generally within a month of the year end but 

which may be redrawn at the Group’s option.  The maturities above therefore represent the fi nal repayment dates for these facilities. If the amounts 

drawn at the year end were redrawn at the Group's usual practice of monthly drawings, the total cash outfl ows associated with all borrowings, 

assuming interest rates remain at the same rates as at the year end, are estimated on a undiscounted basis as follows:

 Carrying Contractual Within 6
 amount   cashfl ows   months  6 - 12 months   1-2 years   2-5 years   over 5 years    

Bank borrowings 290.8   332.6   56.3   26.4   66.0   183.9   -   

Loan notes  129.9   157.8   3.7   3.7   7.3   142.9   0.2 

Finance leases 4.8   10.3   -     2.6   0.8   0.7   6.2 

  425.5   500.7   60.0   32.7   74.1   327.5   6.4 

    2009   2008 
    £m   £m   

Expiring in more than one year but not more than two years    -     155.4 

Expiring in more than two years     117.1   -   

     117.1   155.4 

The holders of the 2014 loan notes have an option to require repayment in April 2012 and accordingly this date has been used as the fi nal 

contractual maturity date for the maturity analysis provided above.

The Group has the following undrawn borrowing facilities:    

Refi nancing terms         

         

The Group was refi nanced in April 2009. The impact of the refi nancing during 2009 and the balance sheet position at 31 December 2009 are set 

out below:          

As at 31 December 2009, the Group has a £380m credit facility, expiring as set out below:        

   
 
Term loan    Expiry date  £m 

    June 2010 20.0

    December 2010 20.0

    June 2011 20.0

    December 2011 20.0

    April 2012 90.0

Total term loan     170.0

Revolving credit facility    April 2012 210.0

     380.0
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Financial instruments and derivatives (continued)

The Group also has the following expiry dates for its loan notes:

17. cont 

Loan notes Expiry date

9.31% USD 110m loan notes 2012 April 2012

9.31% USD 67m loan notes 2014 February 2014

9.834% GBP 17m loan notes 2014 February 2014

The holders of the 2014 loan notes have an option to require repayment in April 2012 and accordingly this date has been used as the fi nal 

contractual maturity date for the maturity analysis provided above.

      

Loan arrangements which were in place prior to April 2009 were extinguished in full as part of the Group's refi nancing. Costs of £22.7m have 

been expensed during 2009 in line with IAS 39: Financial Instruments; recognition and measurement, as more fully explained below. The new 

loan fi nance at inception has been recognised at fair value and is subsequently measured at amortised cost, being the amount measured at initial 

recognition (at fair value) plus the cumulative amortisation using the effective interest method of the difference between that amount and the 

amount at maturity. 

  

Finance terms        

        

Margin        

Term loan and revolving credit facility: 3.25%, an increase of 2.35% over the margin that was payable up until April 2009.  A commitment fee in 

respect of undrawn amounts is payable at 1.625% of the undrawn amounts.  USD denominated loan notes: a new coupon of 9.310% with effect 

from April 2009, an increase over the coupons that were payable up until that date of between 3.36% and 3.66%.  GBP denominated loan notes: a 

new coupon of 9.834% from April 2009, an increase in the coupon that was payable up until that date of 3.17%.  Both of these new coupon rates 

refl ect a blended increase in margin over that payable up until April 2009 of 2.50% after taking into account the new maturities.    

Restructuring fee        

        

1% of the total commitments (term loan, revolving credit facility and loan notes) was paid in April 2009, amounting to £5.5m.    

This amount was expensed during the year in line with IAS 39: Financial Instruments: recognition and measurement, following extinguishment of 

the previous loan arrangements.

Warrants        

        

Warrants over 5% of the issued share capital at 30 April 2009 were issued in May 2009 and further warrants over 2.5% of the issued share capital 

at 30 April 2009 were issued in June 2009.         

        

The total charge to profi t and loss in respect of the issue of these warrants is £8.0m, which has been expensed in full during the year in line with 

IAS 39: Financial Instruments: recognition and measurement, following extinguishment of the previous loan arrangements.  

Success and stabilisation fee        

        

At each anniversary of the facility agreements (30 April),  a fee of 1% of the commitments at that date, is payable in cash or shares of the Company, 

or 1.25% if settlement is deferred.  At repayment or maturity, a fee of 1% of the commitments at that date is payable pro-rata for the period of time 

elapsed between the most recent anniversary and the date of repayment or maturity, payable in cash or shares of the Company.  The total amount 

expensed during 2009 is £3.1m, which also represents the total accrual at 31 December 2009.  At maturity or repayment, a fee of 2.50% of the 

commitments at that date is payable in cash or shares of the Company. The total amount expensed during 2009 is £2.3m, which also represents 

the total accrual at 31 December 2009.        

        

The total estimated cost of the restructuring fee, warrants and success and stabilisation fee amounts to £29.7m. Of this, £18.9m has been charged 

to profi t and loss during the year.    
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Financial instruments and derivatives (continued) 

Covenants      

The term loan, revolving credit facility and loan notes are subject to covenants with respect to debt/EBITDA, absolute EBITDA, fi xed charge cover 

and net capital expenditure.      

Security      

The Group has granted security over certain of its assets, not subject to any other arrangements, mainly comprising property, plant and equipment 

of £199.1m, trade and other receivables of £97.0m and certain vehicle inventories of £8.6m.     

 

Professional fees and other items expensed      

Professional fees of the refi nancing of £1.7m were expensed in 2008 as a non-underlying item.  In addition, during the previous year the Group 

incurred a fee of £2.9m in respect of deferral of covenant measurments. Additional professional fees of £9.2m were incurred during 2009 in 

arranging the new fi nancing.

Summary of refi nancing costs and accounting treatment

17. cont 

    To accrue  
  Expensed  Accrued at  in future
 Total  in 2009  31.12.09  periods 
 £m  £m  £m  £m Accounting treatment

Restructuring fee  5.5   5.5   -     -    IAS 39; expensed in full on extinguishment of previous fi nancing

Warrants 8.0   8.0   -     -    IAS 39; expensed in full on extinguishment of previous fi nancing

Professional fees  9.2   9.2   -     -    Fees incurred in 2009 in arranging new facilities

Total initial costs of refi nancing 22.7   22.7   -     -    

Success and stabilisation fee  16.2   5.4   5.4   10.8  

 38.9  28.1   5.4   10.8  

Financing of overseas businesses

Current bank borrowings shown above include the following facilities used to fund our overseas businesses. 

  Currency Amount Expiry date Margin

Netherlands  Floating GBP £20.8m Earlier of April 2012 or on demand 3.25%

USA  Floating USD $18.0m Earlier of December 2010 or on demand 3.50%

On refi nancing in April 2009, the facility in respect of the Netherlands was £23.5m.   An arrangement fee of 1% of the commitment £0.2m was 

paid in April 2009. This amount has been capitalised and is amortised over the expected term to maturity. The total amount expensed during 

2009 was £0.05m and the remaining amount left to amortise at 31 December 2009 is £0.15m.  A fee of 5% of the average outstanding commit-

ment over the term is payable at maturity or repayment of the facility.  The total amount expensed during 2009 is £0.3m, which also represents 

the total accrual at 31 December 2009.  £2.8m of the facility was repaid in December 2009 out of the proceeds of sale of property.

At inception in April 2009, the USA facility expired on the earlier of June 2010 or on demand. In December 2009 the expiry date was amended 

to the earlier of December 2010 or on demand upon payment of a fee of $0.09m.  An arrangement fee of 1% of the commitment was paid in 

April 2009 ($0.2m).  This amount has been capitalised and is amortised over the expected term to maturity.  The total amount expensed during 

2009 at the prevailing exchange rate was £0.06m and the remaining amount left to amortise at 31 December 2009 is £0.14m.    

Both facilities are not subject to covenants but security over assets has been granted, mainly comprising property, receivables and certain vehicle 

inventories.
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Net Borrowings18.  

    2009   2008 
    £m   £m   

Cash and cash equivalents     86.8   154.6 

Current interest bearing loans and borrowings    (66.9)  (82.2)

Non-current interest bearing loans and borrowings    (358.6)  (468.2)

Derivative fi nancial instruments     23.3   38.5 

     (315.4)  (357.3)

   Warranty   
  service  Vacant   VAT  
  provision  property   assessment  Total
   £m   £m   £m   £m  

At 31 December 2008  7.4   5.8   26.8   40.0 

Provisions made during the year  3.9   4.0   -     7.9 

Provisions used during the year   (5.3)  (0.7)  -     (6.0)

Provisions reversed during the year   -     -     (16.2)  (16.2)

At 31 December 2009  6.0   9.1   10.6   25.7 

Non-current  2.4   5.5   -     7.9 

Current  3.6   3.6   10.6   17.8 

  6.0   9.1   10.6   25.7  

Provisions

The movements in provisions for the year are as follows:

19.  

The provision on warranty service contracts relates to future repair costs expected against income received in advance, on products sold during 

the last three years.  It is expected this expenditure will be incurred within three years of the balance sheet date. 

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

value of future lease commitments is calculated using a 5% discount rate and assumes that any sub-let properties will remain so until the end of 

the sub-lease.  It is expected that the majority of this expenditure will be incurred over the next three years.

At 31 December 2008 the Group had made provision of £26.8m in respect of assessments raised by HM Revenue and Customs over the 

VAT treatment of sales of vehicles to certain disabled customers and the VAT treatment of partial exemption within our fi nance and insurance 

operations.   The latter issue has been resolved during the year with HM Revenue and Customs conceding the case.  As a consequence of this the 

provision in respect of this matter of £16.2m has been released.    

The Group is in continuing discussions with HM Revenue and Customs over the VAT treatment of sales of vehicles to certain disabled customers.  

We have received VAT assessments in respect of this issue and received advice that it is possible that the Group will not be successful defending 

the claim though we will continue to defend our position.  The total provision for VAT assessments relating to these two issues has therefore 

decreased to £10.6m at 31 December 2009.
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Capital and reserves

Ordinary share capital

20.  

    Number  £m    

Authorised shares of 5p each at 31 December 2008 and at 31 December 2009  800,000,000   40.0 

Allotted, called up and fully paid shares of 5p each at 31 December 2008    656,027,350   32.8 

Issued during the year    5,950,367   0.3 

Allotted, called up and fully paid shares of 5p each at 31 December 2009    661,977,717   33.1 

During the year 5,950,367 ordinary shares were issued pursuant to the exercise of warrants granted in connection with the Group’s refi nancing. 

The consideration received on allotment of these shares was in the form of a cancellation of a specifi c number of warrants determined on the 

basis of the open market value of the Company’s ordinary shares at the time of exercise and to apply that sum cancelled in satisfaction of the 

exercise price of the remaining warrants.  The number of warrants cancelled under this arrangement was 891,447 in settlement of consideration 

of £0.3m.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at meetings 

of the Company.  All shares rank equally with regard to the Company’s residual assets.

Warrants

During the year as part of the Group refi nancing 49,202,040 warrants were issued with an exercise price of 5.00p as described in note 17.  

Movements in the outstanding warrants are shown on the table below:

   Exercise      At 31 December  
   price per   Granted   Exercised   Lapsed   2009 
Exercise period  Date of grant  share  Number   Number   Number   Number 

15 May 2009  to 14 May 2012  15 May 2009 5.00  32,801,360   (3,966,912)  (594,297)  28,240,151 

26 June 2009  to 25 May 2012  26 June 2009 5.00  16,400,680   (1,983,455)  (297,150)  14,120,075 

     49,202,040   (5,950,367)  (891,447)  42,360,226

The total charge to profi t and loss in respect of the issue of these warrants is £8.0m, which has been expensed in full during the year in line with 

IAS 39: Financial instruments; recognition and measurement, following extinguishment of the previous loan arrangements.   

The warrants outstanding at 31 December 2009 all have an exercise price of 5.00 pence and a weighted contractual life of 3.0 years.  All share 

warrants are settled in equity.         

         

The average assumptions input into the models for warrants granted were as follows:      

   

 2009 

Number of share warrants granted in year  49,202,040 

Weighted average share price (pence) 19.7 

Weighted average exercise price (pence) 5.00 

Weighted average fair value (pence) 16.2 

Expected volatility (%) 84.1%

Expected life (years) 3.0 

Risk free rate (%) 3.75%

Expected dividend yield (%) 0%
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The fair value of the services received in return for share warrants is measured by reference to the fair value of the warrants granted.  The estimate 

of the fair value of the services received in respect of share warrants is measured using the Black-Scholes option pricing model.  The weighted 

average fair value of the warrants at the date of grant for those that are outstanding at 31 December 2009 is 16.2 pence.    

Capital redemption reserve      

 The capital redemption reserve has arisen following the purchase by the Company of its own shares and comprises the amount by which 

distributable profi ts were reduced on these transactions in accordance with s733 of the Companies Act 2006.     

Other reserves      

Other reserves comprise the amount of demerger reserve arising on the demerger of the Company from Williams Holdings PLC in 1989.  

The market value of the investment in the Company’s own shares at 31 December 2009 was £4.4m (2008 : £0.3m), being 19.1m (2008 : 19.8m) 

shares with a nominal value of 5p each, acquired at an average cost of £0.40 each (2008 : £0.40).  The amounts deducted from retained earnings 

for shares held by ESOP trusts at 31 December 2009 was £8.0m (2008 : £8.0m).  The investment in own shares represents shares in the Company 

held by Pendragon Quest Trustees Limited and Investec Trust Guernsey Limited (employee share ownership trusts) which may subsequently 

be awarded to Executive Directors and employees under the Pendragon 1999 Approved Executive Share Option Scheme, Pendragon 1999 

Unapproved Executive Share Option Scheme and the 1998 Pendragon Sharesave Scheme.  Details of the plans are given in the Directors’ 

Remuneration Report on pages 28 to 37.      

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

waived. All expenses incurred by the trusts are settled directly by Pendragon PLC and charged in the accounts as incurred.   

The trusts are regarded as quasi subsidiaries and their assets and results are consolidated into the fi nancial statements of the Group.  

Translation reserve      

   

The translation reserve comprises all foreign exchange differences arising from the translation of the net investment in foreign operations as well 

as from the translation of liabilities held to hedge the respective net investment in foreign operations.    

     

      

   

20. cont  

Dividends21.  

    2009   2008 
    £m   £m   

Ordinary shares      

Final dividend in respect of 2008 of nil p per share (2007 : 2.00p)    -     12.7 

Interim dividend in respect of 2009 of nil p per share (2008 : 0.50p)   -     3.2 

     -     15.9 

The Board are not recommending a fi nal dividend for 2009.

Dividends on the 19.1m shares held by Pendragon Quest Trustees Limited and Investec Trust Guernsey Limited are waived.
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Business combinations

There were no business combinations made during the year and during the previous period.

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

22.  

Business disposals

Net assets at date of disposal

23.  

 Net book value 
 £m 

Property, plant and equipment 0.4 

Inventories 0.1 

 0.5 

Profi t on sale of businesses 0.1 

Proceeds on sale satisfi ed by cash and cash equivalents  0.6 

No cash was disposed as part of any business disposal during the year.

Proceeds on sale satisfi ed by cash and cash equivalents for the previous period was £7.7m.

Cash and cash equivalents24.  

    2009   2008 
    £m   £m   

Bank balances and cash equivalents     86.8   154.6 

Cash and cash equivalents in the statement of cash fl ows   86.8   154.6 

   Present value of 
         Minimum minimum 
           lease payments lease payments 
   2009   2008   2009   2008    
  £m   £m   £m   £m  

Amounts payable under fi nance leases:       

Within one year   2.6   3.7   2.2   3.3 

In the second to fi fth years inclusive   1.5   3.8   1.3   3.3 

After fi ve years  6.2   6.3   1.3   1.3 

   10.3   13.8   4.8   7.9 

Less: future fi nance charges   (5.5)  (5.9)  -     -   

Present value of lease obligations   4.8   7.9   4.8   7.9 

Amount due for settlement within one year    2.2   3.3 

Amount due for settlement in over one year    2.6   4.6 

    4.8   7.9 

Obligations under fi nance leases25.  

The Group's obligations under fi nance leases comprise certain items of plant and equipment, the average lease term of which is 2 to 3 years and 

two properties on long term leases with a lease term of between 58 and 83 years.  The effective interest rates are shown in note 17 above.  The 

Group's obligations under fi nance leases are secured by the lessors' charges over the leased assets.      

        

All leases are on a fi xed repayment basis and no arrangements have been entered into for contingent rental payments.   
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Operating lease arrangements

The Group as lessee

At the balance sheet date, the Group had outstanding commitments for future minimum lease payments under non-cancellable operating leases, 

which fall due as follows:

26. 

    2009   2008 
    £m   £m   

Within one year    43.6   43.3 

In the second to fi fth years inclusive    159.0   165.5 

After fi ve years     549.8   692.9 

    752.4  901.7 

The Group leases a number of properties, the majority of which are motor vehicle showrooms with workshop and parts retail facilities, with 

varying lease periods.  None of the leases includes contingent rentals.  In addition there are other leases in respect of items of plant and equipment 

which includes the rental of motor vehicles hired for short term usage typically as courtesy cars.      

    

The Group as lessor

Property rental income earned during the year was £1.5m (2008 : £0.9m).  No contingent rents were recognised in income (2008 : £nil).  The 

Group currently receives rental income on 13 properties on short term leases.

At the balance sheet date, the Group had contracted with tenants for the following future minimum lease payments:   

    2009   2008 
    £m   £m   

Within one year    1.4   1.2 

In the second to fi fth years inclusive     5.8   4.7 

After fi ve years     7.7   6.4 

    14.9   12.3 

In addition, the Group is a lessor in respect of vehicle sales with committed repurchase terms.  There are no future minimum lease payments 

outstanding.

Employee benefi ts

Share Schemes

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

27. 

    Weighted   Number   Weighted   Number 
   average   of   average   of 
   exercise    options   exercise    options 
   price  millions  price  millions
   2009   2009   2008   2008  

Outstanding at beginning of period  38.85p  15.9  60.43p  17.6 

Lapsed during the period  73.51p  (2.6) 66.34p  (7.3)

Exercised during the period  -     -    23.47p  (0.8)

Granted during the period  24.67p  15.8  10.39p  6.4 

Outstanding at the end of the period  28.09p  29.1  38.85p  15.9 

Exercisable at the end of the period  42.97p  6.2  42.60p  6.3   

The options outstanding at 31 December 2009 have an exercise price in the range of 10.39 pence to 130.6 pence and a weighted contractual life 

of 4.4 years.  All share options are settled in equity.
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Employee benefi ts (continued)

Movements in the number of options to acquire ordinary shares under the Group’s various share option schemes, together with exercise prices 

and the outstanding position at 31 December 2009 were as follows:      

   

27. cont 

    At 31   At 31
    Exercise   December    December  
  Scheme  price per   2008   Granted    Lapsed   2009 
Exercise period Date of grant description share   Number   Number    Number   Number 

21 June 2002  to 20 June 2009 21 June 1999 1999 Executive Scheme  13.0p  12,500   - (12,500)  -   

9 March 2004 to 8 March 2011 9 March 2001 1999 Executive Scheme  18.7p  349,995   -      -     349,995 

24 March 2006 to 23 March 2013 24 March 2003 1999 Executive Scheme  23.4p  493,900   -     -        493,900 

24 March 2008 to 23 March 2013 24 March 2003 1999 Executive Scheme  23.4p  1,749,995   -     -        1,749,995 

1 July 2008  to 31 December 2008 1 July 2003 1998 Sharesave Scheme  24.6p  53,495   -     (53,495)  -   

1 July 2010  to 31 December 2010 1 July 2003 1998 Sharesave Scheme  24.6p  213,845   -    (46,235)  167,610 

30 September 2006 to 29 September 2013 30 September 2003 1999 Executive Scheme  40.2p  598,370   -    (75,000)  523,370 

20 September 2009 to 19 September 2014 20 September 2004 1999 Executive Scheme  60.2p  3,075,000   -     -     3,075,000 

1 July 2008  to 31 December 2008 1 July 2005 1998 Sharesave Scheme  60.4p  72,725   -       (72,725)  -   

1 July 2010  to 31 December 2010 1 July 2005 1998 Sharesave Scheme  60.4p  1,249,285   -      (282,240)  967,045 

1 July 2012  to 31 December 2012 1 July 2005 1998 Sharesave Scheme  60.4p  282,830   -       (110,055)  172,775 

1 July 2009  to 31 December 2009 1 July 2006 1998 Sharesave Scheme  130.6p  654,155   -     (645,580)  8,575 

1 July 2011  to 31 December 2011 1 July 2006 1998 Sharesave Scheme  130.6p  582,015   -     (330,705)  251,310 

1 July 2013  to 31 December 2013 1 July 2006 1998 Sharesave Scheme  130.6p  128,765   -      (70,675)  58,090 

19 September 2011 to 18 September 2018 19 September 2008 1999 Executive Scheme  10.39p  6,345,000   -       (215,000)  6,130,000 

1 August 2012  to 31 January 2013 13 July 2009 1998 Sharesave Scheme  24.67p  -     15,792,291   (654,763)  15,137,528 

     15,861,875   15,792,291     (2,568,973)  29,085,193

The share option arrangements scheduled above include a number of arrangements granted before 7 November 2002.  The recognition and 

measurement principles in IFRS 2 have not been applied to those grants in accordance with the transitional provisions of IFRS 1 and IFRS 2. 

On 13 July 2009 options over 15,792,291 ordinary shares of 5p were granted pursuant to the 1998 Sharesave scheme at an exercise price of 

24.67p per share.         

         

The grants of share options under the 1999 Scheme prescribed an earnings per share performance criterion.  It is a pre-condition to the exercise 

of grants made under the 1999 Scheme that the growth in the Company’s earnings per share over the prescribed three year period must exceed 

by at least 3 percent per annum compound the annual rate of infl ation as shown by the RPI Index.      

There were no exercises of share options during the year. The weighted average share price at the date of exercise for share options exercised 

during the previous year was 34.4 pence.         

         

The vesting conditions attaching to the 1998 Pendragon Sharesave schemes are that the option holder must contribute monthly from the scheme 

and be employed by the Group on the date of exercise.          

All options are settled by physical delivery of shares.         

The fair value of the services received in return for share options is measured by reference to the fair value of the options granted.  The estimate 

of the fair value of the services received in respect of share option and share save schemes is measured using the Black-Scholes option pricing 

model. The estimate of the fair value of services received in respect of the Long Term Incentive Plan (LTIP) (see Directors’ Remuneration 

report) is measured using a stochastic model which incorporates the discount factor required for the total shareholder return performance 

condition.  The weighted average fair value of the options at the date of grant for those that are outstanding at 31 December 2009 is 12.1 pence                        

(2008 : 18.1 pence).          
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There were no executive scheme share options granted during 2009 to any team members.  The average assumptions input into the models for 

options granted under the sharesave schemes and LTIP in each year were as follows:     

27. cont 

          1999 Executive Scheme Sharesave Scheme 
   2009   2008   2009   2008    

Number of share options granted in year  -     6,375,000   15,792,291   -   

Weighted average share price (pence)  -     10.39   24.67   -   

Weighted average exercise price (pence)  -     10.39   24.67   -   

Weighted average fair value (pence)  -     3.83   14.02  

Expected volatility (%)   -    57.6% 84.1%  -   

Expected life (years)   -     3.0   3.0   -   

Risk free rate (%)   -    3.81% 3.75%  -   

Expected dividend yield (%)  -    5.0% 0%  -   

Expected volatility was determined by calculating the historical volatility of the Group's share price over the corresponding historical period with 

an adjustment made to exclude the abnormal period during the refi nancing.  The expected life used in the model has been adjusted, based on 

management's best estimate, for the effects of exercise restrictions and team member turnover.     

         

The Group recognised a total net expense of £0.5m as an employee benefi t cost in respect of equity-settled share based payment transactions 

(2008 : £0.2m) included within administration costs.         

Pension obligations         

The Group operates six defi ned benefi t pension schemes (one of which has a defi ned contribution section) which closed to future benefi ts on 30 

September 2006 and employees were offered membership of a stakeholder pension arrangement.  The asset values shown do not include those 

of the defi ned contribution sections.  Actuarial gains and losses are immediately recognised directly in equity.  Actuarial gains and losses are the 

differences between actual and expected returns on scheme assets during the year, experience losses on scheme liabilities and the impact of any 

changes in assumptions.  Details of the last independent statutory actuarial valuation and assumptions are set out below by scheme.   

Four of the schemes have had formal actuarial valuations as at April 2006 and two at April 2007.  All the actuarial valuations have been issued 

under the UK Government’s new Scheme Specifi c Funding arrangements.  The Group has agreed recovery plans with the six schemes which aim 

to eliminate the current defi cits over a fi ve year period.  

 

Pendragon Pension Plan         

The Pendragon Pension Plan is a funded defi ned benefi t scheme with a defi ned contribution section.  The last actuarial valuation of the Plan was 

carried out as at 5 April 2006 using the projected unit credit method.  At this date the market value of the Plan’s assets relating to the defi ned 

benefi t section was £100.4m; these assets represented 71.8% of the value of technical provisions (excluding defi ned contribution assets). The 

main assumptions used for this valuation were that the annual rate of return on existing investments would be 5% and the annual rate of pension 

increases would be between 2.5% - 3%.         

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

The employer contributions paid to the defi ned benefi t section of the Plan during the year were £3.9m, based upon actuarial advice.  
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Employee benefi ts (continued)

CD Bramall Pension Scheme      

 The CD Bramall Pension Scheme is a funded defi ned benefi t scheme.  The last actuarial valuation was carried out as at 5 April 2006 using the 

projected unit credit method.  At the valuation date, the market value of assets was £22.6m; these assets represented 70.5% of the value of 

technical provisions.  The main assumptions used for this valuation were that the annual rate of return on existing investments would be 5% and 

the annual rate of pension increases would be between 2.5% - 3%.         

   

The employer contributions paid to the Scheme during the year were £1.3m, based upon actuarial advice.    

     

CD Bramall Dealerships Limited Pension Scheme      

The CD Bramall Dealerships Limited Pension Scheme is a funded defi ned benefi t scheme.  The last actuarial valuation was carried out as at 5 April 

2006 using the projected unit credit method.  At the valuation date, the market value of assets was £23.5m; these assets represented 65.5% of the 

value of accrued liabilities.  The main assumptions used for this valuation were that the annual rate of return on existing investments would be 5% 

and the annual rate of pension increases would be between 2.5% - 3%.          

 

The employer contributions paid to the Scheme during the year were £1.3m, based upon actuarial advice.  

CD Bramall Retirement Benefi ts Scheme      

The CD Bramall Retirement Benefi ts Scheme is a funded defi ned benefi t scheme.  The defi ned contribution section has been wound up.  The last 

actuarial valuation was carried out as at 31 March 2006 using the projected unit credit method.  At the valuation date, the market value of assets 

relating to the defi ned benefi t section was £5.2m; these assets represented 67.2% of the value of the technical provisions (excluding defi ned 

contribution assets).  The main assumptions used for this valuation were that the annual rate of return on existing investments would be 5% and 

the annual rate of pension increases would be between 2.5% - 3%.      

 

The employer contributions paid to the Scheme during the year were £0.3m, based upon actuarial advice.

Quicks Pension Scheme      

The Quicks Pension scheme is a funded defi ned benefi t scheme.  The last actuarial valuation was carried out as at 5 April 2007 using the projected 

unit credit method.  At the valuation date, the market value of assets was £74.5m; these assets represented 79% of the value of the technical 

provisions. The main assumptions used for this valuation were that the annual rate of return on existing investments would be 5.5% and the annual 

rate of pension increases would be between 3.2% - 3.6%.       

   

The employer contributions paid to the Scheme during the year were £4.3m, based upon actuarial advice.    

Reg Vardy Retirement Scheme      

   

The Reg Vardy Retirement Scheme is a funded defi ned benefi t scheme.  The last actuarial valuation was carried out as at 30 April 2007 using the 

projected unit credit method.  At the valuation date, the market value of assets was £40.4m; these assets represented 81% of the value of the 

technical provisions.  The main assumptions used for this valuation were that the annual rate of return on existing investments would be 5.4% and 

the annual rate of pension increases would be between 2.0% - 3.0%.      

   

The employer contributions paid to the Scheme during the year were £1.6m, based upon actuarial advice.    

Stakeholder arrangements      

   

With effect from April 2006, new contributions to the defi ned contribution sections of the schemes ceased.  For the employees affected the 

Group offered to pay contributions to a new stakeholder arrangement with Friends Provident.  This arrangement was also made available to the 

employees affected by the closure of the defi ned benefi t sections of the schemes on 30 September 2006.  Total contributions paid by the Group 

in 2009 to the Stakeholder arrangement were £3.7m.      

   

      

   

      

      

    

27. cont 
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Employee benefi ts (continued)

IAS19 assumptions

The principal assumptions used by the independent qualifi ed actuaries for the purposes of IAS19 for all schemes were:   

 

27. cont 

  2009   2008   2007  

Infl ation 3.50% 3.00% 3.20%

Rate of increase in salaries n/a n/a n/a

Rate of increase to pensions in payment 3.37%* 3.20% 3.20%

Discount rate 5.70% 6.30% 6.00%

Mortality table assumption 115% PNMA00 / 110% PNFA00 115% PNMA00 / 110% PNFA00 PA92YOB**

 YOB** mc min 1% imp YOB** mc min 1% imp  

*   A full breakdown of the assumptions for the rates of increase to pensions in payment for the 31 December 2009 valuation is as follows: 

  

RPI to max 5%  3.50%

RPI to max 3%  2.90%

RPI to min 3% to max 5%  3.70%

The sensitivities regarding the principal assumptions used to measure scheme liabilities are set out below:  

Assumption Change in assumption Impact on scheme liabilities 

Discount rate Increase / decrease by 0.1% Decrease / increase of £7.1m 

Rate of infl ation Increase / decrease by 0.1% Increase / decrease of £5.8m 

The expected long term rates of return on the main asset classes were:

   2009   2008   2007  

Equities  7.50% 7.90% 8.30%

Bonds  5.70% 4.20% 4.80%

Gilts  4.50% 4.20% 4.80%

Cash  0.50% 2.00% 5.00%

The weighted average expected long term rates of return were:

   2009   2008   2007  

  6.32% 6.18% 7.35%

The overall expected return on assets refl ects the directors’ long term view of future returns taking into account market conditions at the year 

end and asset allocation of the schemes.         

         

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions which, due to the timescale 

covered, may not necessarily be borne out in practice.  The IAS assumptions have been updated at 31 December 2009 and differ from those used 

for the earlier independent statutory actuarial valuations explained above. 

**  The mortality table assumption implies the following expected future lifetime from age 65:
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Employee benefi ts (continued)27. cont 

   2009   2008   2007
  years years years  

Males aged 45  23.0   22.9   21.0 

Females aged 45   25.8   25.7   24.0 

Males aged 65  21.1   21.0   19.7 

Females aged 65  23.9   23.8   22.7 

The fair value of the schemes’ assets which are not intended to be realised in the short term and may be subject to signifi cant change before they 

are realised, and the value of the schemes’ liabilities, which is derived from cash fl ow projections over long periods and thus inherently uncertain, 

are: 

Scheme assets and liabilities   2009   2008   2007
  £m £m £m  

Equities  182.2   140.8   223.0 

Bonds   13.0   100.3   73.8 

Gilts  95.9   -     -   

Cash  5.4   10.2   10.5 

Fair value of scheme assets  296.5  251.3   307.3 

Present value of funded defi ned benefi t obligations   (378.3)  (313.8)  (321.1)

   (81.8)  (62.5)  (13.8)

Adjustment in respect of minimum funding requirement and non-recognition of surplus   -     (2.9)  (45.0)

Net liability on the balance sheet   (81.8)  (65.4)  (58.8)

Movements in the net liability for defi ned benefi t obligations recognised in the balance sheet    

    2009   2008 
    £m   £m   

Net liability for defi ned benefi t obligations at 1 January    (65.4)  (58.8)

Contributions received    12.7   19.0 

(Expense) / income recognised in the income statement   (3.8)  4.0 

Actuarial gains and losses recognised in equity     (28.2)  (71.7)

Adjustment in respect of minimum funding requirement and non-recognition of surplus  2.9   42.1 

Net liability for defi ned benefi t obligations at 31 December    (81.8)  (65.4)

    2009   2008 
    £m   £m   

Actual return on assets     44.6   (58.7)

Expected contributions in following year    15.8   19.0 
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27. cont 

Total expense / (income) recognised in the income statement    2009   2008 
    £m   £m   

Interest on obligation     19.4   18.7 

Expected return on assets     (15.6)  (22.7)

    3.8   (4.0)

The expense / (income) is recognised in the following line items in the income statement:  2009   2008 
    £m   £m   

Finance costs    19.4   18.7 

Finance income     (15.6)  (22.7)

    3.8   (4.0)

Actuarial gains and losses recognised directly in equity    2009   2008 
    £m   £m   

Cumulative amount at 1 January    (44.3)  27.4 

Recognised during the period     (28.2)  (71.7)

Cumulative amount at 31 December    (72.5)  (44.3)

Actuarial gains and losses recognised directly in equity    2009   2008 
    £m   £m   

Difference between actual and expected return on scheme assets   29.0   (81.4)

Experience loss on scheme liabilities    (0.1)  (1.6)

Changes in assumptions underlying the present value of scheme obligations   (57.1)  11.3 

     (28.2)  (71.7)

Adjustment in respect of minimum funding requirement and non-recognition of surplus  2.9   42.1 

     (25.3)  (29.6)

Changes in the present value of the defi ned benefi t obligation    2009   2008 
    £m   £m   

Opening present value of defi ned benefi t obligation   313.8   321.1 

Interest cost    19.4   18.7 

Actuarial losses / (gains)    57.2   (9.7)

Less benefi ts paid    (12.1)  (16.3)

Closing present value of defi ned benefi t obligation   378.3   313.8 

Changes in the present value of the defi ned benefi t obligation    2009   2008 
    £m   £m   

Opening fair value of assets    251.3   307.3 

Expected return on assets    15.6   22.7 

Actuarial gains / (losses) on assets    29.0   (81.4)

Contributions by employer      12.7   19.0 

Less benefi ts paid     (12.1)  (16.3)

End of period     296.5   251.3 
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History of experience adjustments   2009   2008   2007 2006 2005
  £m £m £m   £m £m

Present value of defi ned benefi t obligation  378.3 313.8   321.1   349.0   300.9 

Fair value of scheme assets  296.5   251.3   307.3   283.8   210.5 

Adjustment in respect of minimum funding requirement 
and non-recognition of surplus  -     (2.9)  (45.0)  (12.5)  -   

Defi cit in schemes  81.8   65.4   58.8   77.7   90.4 

Experience adjustments on scheme liabilities        

Amount  57.2   (9.7)  (37.6)  (8.0)  38.5 

Percentage of scheme liabilities (%)  15.1% (3.1)% (11.7)% (2.3)% 12.8%

Experience adjustments on scheme assets        

Amount  29.0   (81.4)  (9.3)  10.1   21.4 

Percentage of scheme liabilities (%)  7.7% (25.9)% (2.9)% 2.9% 7.1%

Related party transactions

Subsidiaries      

The Group’s ultimate parent company is Pendragon PLC.  A listing of all principal trading subsidiaries is shown within the fi nancial statements of 

the Company on page 104.      

Joint venture      

The Group has a 51% ordinary share capital interest in a joint venture PPH0 Limited, whose principal activity is that of a property company.   The 

Group occupies properties owned by PPH0 Limited and its group on short term leases.

28.  

During the year the Group entered into transactions with its related party and has balances outstanding at 31 December as follows:  

    

    2009   2008 
    £m   £m   

Rent paid to related party    24.1   23.5 

Management fee received from related party    0.3   0.3  

Amounts owed to related party     -     -   

Amounts owed from related party    0.2   -   
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Related party transactions (continued)

Transactions with key management personnel

The key management personnel of the Group comprise the executive and non-executive directors.  The details of the remuneration, long term 

incentive plans, shareholdings, share option and pension entitlements of individual directors are included in the Directors’ Remuneration Report 

on pages 28 to 37.          

             

Directors of the Company and their immediate relatives control 5.35% of the ordinary shares of the Company.    

         

During the year key management personnel compensation was as follows:       

  

   

28. cont 

    2009   2008 
    £m   £m   

Short term employee benefi ts    2.7   1.4 

Post-employment benefi ts     0.2   0.3 

    2.9   1.7 

Deferred Income

The Group entered into a sale and leaseback arrangement in December 2006 with its joint venture Company PPH0 Limited, in which a number 

of properties were disposed of generating total proceeds of £250.1m.  The arrangement entitles PPH0 Limited to lease back those properties to 

the Group over a period of 25 years, a factor resulting in the Group receiving a consideration in excess of the deemed fair value as at the date 

of disposal, when measured under an open market valuation in accordance with IFRS.  The proceeds received were estimated to be greater than 

the fair value of the properties by £17.8m and as required by IAS 17 ‘Leases’ this excess over fair value is deferred and will be amortised over the 

period of the leases.  At 31 December 2009 the unamortised amount of the deferred income was £13.9m, all shown within non-current liabilities.  

In addition, the leases include fi xed rental increases.  Deferred income also includes £5.9m in this respect, which is recorded within non-current 

liabilities (2008 total deferred revenue : £19.7m, all non-current).   

29.  

Non-current assets classifi ed as held for sale

The Group holds a number of freehold properties that are currently being marketed for sale which are expected to be disposed of during 2010. 

   

During the year impairment losses of £1.4m on the remeasurement of these assets to the lower of their carrying amount and their value less costs 

to sell were recognised in the income statement within Operating expenses (2008 : £11.9m).        

   

During the year non-current assets classifi ed as held for sale disposed of realised a profi t of £0.9m which is included on the income statement 

under Other income - gains on the sale of businesses and property (2008 : loss of  £1.6m).     

   

Four properties previously classifi ed as held for sale have now been de-classifi ed following a decision to re-utilise three as motor vehicle retail sites 

and one has been let on a short term lease.  These assets have been re-classifi ed as property, plant and equipment at their original carrying amount 

after adjusting for £0.3m depreciation that would have been charged had the asset not been classifi ed as held for sale.  In addition, on assessment 

of the recoverable value of each property impairment charges of £1.3m have been reversed and credited to the income statement.  The reversal 

of impairment and depreciation reinstatement are shown with administration expenses and are presented as a non-underlying item.   

These properties form part of central segment assets.

30.  
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31.  Accounting estimates and judgements      

 

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations of future 

events that are believed to be reasonable under the circumstances.      

Critical accounting judgements when applying the Group’s accounting policies      

Certain critical accounting judgements in applying the Group’s accounting policies are described below:    

Property valuation      

Properties held for sale are stated at the lower of cost and fair value less costs to sell.  Properties are valued using a combination of external 

qualifi ed valuers and in-house experts.  Due to the nature of the market, especially in light of current economic conditions a property may 

ultimately realise proceeds that vary from those valuations applied.       

Goodwill impairment      

The carrying value of goodwill is tested annually for impairment by using cash fl ow projections for each cash generating unit.  These projections are 

based upon planned results for the next four years and cash fl ows then projected into perpetuity.   An average discount rate of 13.8% is used. 

Consignment inventories      

Consignment vehicles are regarded as being effectively under the control of the Group and are included within inventories on the balance sheet 

as the Group has the signifi cant risks and rewards of ownership even though legal title has not yet passed.  The corresponding liability is included 

in trade and other payables. 

  

Inventory valuation      

Motor vehicle inventories are stated at the lower of cost and fair value less costs to sell.  Fair values are assessed using reputable industry valuation 

data which is based upon recent industry activity and forecasts.  Whilst this data is deemed representative of current values it is possible that 

ultimate sales values can vary from those applied. 

Repurchase commitments      

The Group enters into leasing arrangements whereby it agrees to repurchase vehicles from lessees or providers of lease fi nance at the end of the 

lease agreement, typically two to four years in the future.  The repurchase price is determined at the time the agreement is entered into based on 

the then estimate of a vehicle’s future residual value.  The actual value of the vehicles at the end of the lease contract, and therefore the proceeds 

that can be realised from eventual sale, can vary materially from these estimates.  Annual reviews are undertaken to reappraise residual values and 

to recognise impairment write downs where necessary.         

Employee post retirement benefi t obligations      

The Group has six defi ned benefi t pension plans.  The obligations under these plans are recognised in the balance sheet and represent the present 

value of the obligation calculated by independent actuaries, with input from management.  These actuarial valuations include assumptions such 

as discount rates, return on assets and mortality rates.  These assumptions vary from time to time according to prevailing economic conditions.  

Details of assumptions used are provided in note 27.      

Deferred tax      

Deferred tax assets and liabilities require management judgement in determining the amounts to be recognised.  In particular, judgement is used 

when assessing the extent to which deferred tax assets should be recognised with consideration given to the timing and level of future taxable 

income.       
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Accounting estimates and judgements (continued)

Income tax      

 The actual tax on the Group’s profi ts is determined according to complex laws and regulations.  Where the effect of these laws and regulations is 

unclear, estimates are used in determining the liability for the tax to be paid on past profi ts which are recognised in the fi nancial statements.  The 

Group considers the estimates, assumptions and judgements to be reasonable but this can involve complex issues which may take a number of 

years to resolve.  The fi nal determination of prior year tax liabilities could be different from the estimates refl ected in the fi nancial statements. 

   

Value Added Tax      

The Group is in discussion with HM Revenue and Customs over a number of issues arising from recent developments in case law and the VAT 

treatment of sales of vehicles to certain disabled customers.  Whilst the outcome of these issues have still to be resolved, management have made 

an assessment as to the potential liabilities that may arise in the future. 

31. cont 

Contingent liabilities 

The Group is in discussion with HM Revenue and Customs over issues which may result in additional liabilities to be recognised in future periods 

and although these liabilities, if any, could potentially be signifi cant, it is not possible at present to quantify them.  Accordingly no amounts have been 

included in the 2009 fi nancial statements in respect of these issues.

32.  
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     restated*
    2009   2008 
   Note £m   £m   

Fixed assets      

Investments   5 850.6   850.6 

Loans to subsidiary undertakings    90.0   90.0 

     940.6   940.6 

Current assets      

Debtors   6  32.2   55.9 

Cash at bank and in hand     26.3   26.0 

     58.5   81.9 

Creditors: amounts falling due within one year   7  (576.4)  (474.0)

Net current liabilities     (517.9)  (392.1)

Total assets less current liabilities     422.7   548.5 

Creditors: amounts falling due after more than one year  8  (355.8)  (463.4)

Net assets     66.9   85.1 

    

Capital and reserves

Called up share capital   11  33.1   32.8 

Share premium account   12  56.8   56.8 

Capital redemption reserve   12  2.5  2.5 

Other reserves   12  13.9   13.9 

Profi t and loss account   12  (39.4)  (20.9)

Equity shareholders’ funds    66.9   85.1 

* see note 1(k)

Approved by the Board of Directors on 12 March 2010 and signed on its behalf by:

T G Finn

Chief Executive

T P Holden

Finance Director

Registered Company Number: 2304195

The notes on pages 101 to 109 form part of these fi nancial statements



NOTES TO THE FINANCIAL STATEMENTS 
OF THE COMPANY

Accounting policies

(a) Accounting convention  The fi nancial statements have been prepared in accordance with applicable UK accounting standards using the historical 

cost convention except for certain fi nancial instruments which are stated at their fair value.  The fi nancial statements have been prepared on a 

going concern basis.      

(b) Deferred taxation  Full provision is made for deferred taxation on all timing differences which have arisen but have not reversed at the balance 

sheet date, except as follows:      

 

 (i) tax payable on the future remittance of the past earnings of subsidiaries is provided only to the extent that dividends have been accrued as 

receivable or a binding agreement to distribute all past earnings exists;      

(ii) deferred tax assets are recognised only to the extent that it is more likely than not that they will be recovered.   

   

Deferred tax is measured on a non discounted basis at the tax rates that are expected to apply in the periods in which the timing differences 

reverse, based on tax rates and laws substantively enacted at the balance sheet date.      
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RECONCILIATION OF MOVEMENTS IN 
SHAREHOLDERS’ FUNDS year ended 31 December 2009

     restated*
    2009   2008 
   Note £m   £m   

Loss for the fi nancial year     (26.2)  (41.2)

Dividends paid   4  -     (15.9)

     (26.2)  (57.1)

Purchase of own shares in share trusts    -     0.1 

Share based payments    8.0   -   

Net reduction to shareholders’ funds    (18.2)  (57.0)

Opening shareholders’ funds    85.1   142.1 

Closing shareholders’ funds     66.9   85.1 

The notes on pages 101 to 109 form part of these fi nancial statements

* see note 1(k)

1.  
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1.  cont Accounting policies (continued)      

 

(c) Financial instruments  The Company holds derivative fi nancial instruments to hedge currency and interest risks arising from its activities.  

Derivative fi nancial instruments are recognised at fair value.  Any gain or loss on remeasurement is recognised in the profi t and loss account.  

However, the treatment of gains or losses arising from derivatives which qualify for hedge accounting depends on the nature of the hedged item 

itself.  The fair value of derivatives is the estimated amount receivable or payable to terminate the contract determined by reference to the market 

prices prevailing at the balance sheet date.      

 

In accordance with its treasury policy, the Company has swapped its fi xed rate USD liabilities into fl oating rate GBP liabilities by utilising cross 

currency interest rate swaps.      

Fair value hedges      

Where a derivative fi nancial instrument hedges the changes in fair value of recognised assets or liabilities, any gain or loss is recognised in profi t 

and loss.  The hedged item is also stated, separately from the derivative, at fair value in respect of the risk being hedged with any gain or loss also 

recognised in profi t and loss.  This will result in variations in the balance sheet values of the gross debt and the offsetting derivatives as the market 

value fl uctuates. 

(d) Investments   Investments held as fi xed assets are stated at cost less any impairment losses.     

(e) Employee benefi ts – Share based payments  The Company operates a number of employee share option schemes. The fair value at the date at 

which the share options are granted is recognised in profi t and loss on a straight line basis over the vesting period, taking into account the number 

of options that are expected to vest. The number of options that are expected to become exercisable is reviewed at each balance sheet date and 

if necessary estimates are revised.  In accordance with the transitional provisions of FRS 20, no profi t and loss expenses are recorded in respect of 

grants of share options made prior to 7 November 2002.      

(f) Pensions  The Company participates in a group wide defi ned contribution pension scheme.  The assets of the scheme are held separately from 

those of the Company in an independently administered fund.  The amount charged to the profi t and loss account represents the contributions 

payable to the scheme in respect of the accounting period.      

The Company participates in a group wide pension scheme providing benefi ts based on fi nal pensionable pay.  The assets of the scheme are 

held separately from those of the Company.  The Company is unable to identify its share of the underlying assets and liabilities of the scheme 

on a consistent and reasonable basis and therefore, as required by FRS 17 ‘Retirement benefi ts’, accounts for the scheme as if it were a defi ned 

contribution scheme.  As a result, the amount charged to the profi t and loss account represents the contributions payable to the scheme in respect 

of the accounting period.      

  

(g) Related parties  Under FRS 8 the Company has relied upon the exemption not to disclose related party transactions with other Group 

undertakings as they are all included in the Pendragon PLC consolidated fi nancial statements.     

(h) Dividends  Dividends proposed by the Board and unpaid at the end of the year are not recognised in the fi nancial statements until they have 

been approved by the shareholders at the Annual General Meeting.  Interim dividends are recognised when they are paid.    

 

(i) Own shares held by ESOP trust  Transactions of the Group-sponsored ESOP trust are included in the Company fi nancial statements.  In 

particular, the trust’s purchases and sales of shares in the Company are debited and credited directly to equity.    

  

 (j) Contingent liabilities  Where Pendragon PLC, the Company enters into fi nancial guarantee contracts to guarantee the indebtedness of other 

companies within its Group, the Company considers these to be insurance arrangements, and accounts for them as such.  In this respect, the 

Company treats the guarantee contract as a contingent liability until such time as it becomes probable that the Company will be required to make 

a payment under the guarantee. 

NOTES TO THE FINANCIAL STATEMENTS 
OF THE COMPANY CONTINUED
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(k) Prior year adjustments  In preparing the accounts for the year ended 31 December 2009 and as a result of ongoing discussions with the 

Financial Reporting Review Panel, the directors have reconsidered and adjusted the accounting for certain matters in the prior period.   

At 31 December 2008, the Company accrued £6.6m of professional fees, which comprised the lender’s own professional fees that the Company 

had by that date agreed to reimburse and fees for professional services provided directly to the Company in relation to the refi nancing.   Although 

the professional services were performed in 2009, the directors took the view that these costs were unavoidable at 31 December 2008 and 

accrued for them accordingly at that date.  However, having examined the accounting in more detail, the directors have concluded that these 

costs should not have been accrued in last year’s accounts because the service had not been provided at that date.  Instead they have now been 

expensed in the year ended 31 December 2009.  Consequential adjustments have also been made in respect of the tax effect of these amounts.  

The amounts impacted in the fi nancial statements are summarised below:

NOTES TO THE FINANCIAL STATEMENTS 
OF THE COMPANY CONTINUED

       2008 
Profi t and loss account     £m

Decrease in loss for the year      4.8 

       2008 
Balance sheet:     £m

Decrease in amounts due to subsidiary undertakings and current liabilities    6.6 

Decrease in deferred tax asset      (1.8)

Increase in net assets      4.8 

Profi t and loss account of the Company

In accordance with the exemption allowed by Section 408 of the Companies Act 2006, the profi t and loss account of the Company is not 

presented. The loss after taxation attributable to the Company dealt with in its own accounts for the year ended 31 December 2009 is £26.2m 

(2008 : £41.2m as restated). 

During the year the Company has renewed its borrowing facilities, the majority of which now expire in 2012.  A summary of the costs and fees 

incurred by the Company and included in its loss for the year is presented in note 17 of the consolidated fi nancial statements on page 84.  

Directors

Total emoluments of directors (including pension contributions) amounted to £2.9m (2008 : £1.7m).

Information relating to directors’ emoluments, share options and pension entitlements is set out in the Directors’ Remuneration Report on pages 

28 to 37.

The directors are the only employees of the Company.

Dividends

2.  

3.  

    2009   2008 
    £m   £m   

Ordinary shares      

Final dividend in respect of 2008 of nil p per share (2007 : 2.00p)    -     12.7 

Interim dividend in respect of 2009 of nil p per share (2008 : 0.50p)    -     3.2 

     -     15.9 

4.  

The Board are not recommending a fi nal dividend for 2009.
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5.  Investments     

NOTES TO THE FINANCIAL STATEMENTS 
OF THE COMPANY CONTINUED

   Shares in    Shares in    Total 
   joint  subsidiary    
  venture   undertakings    
  £m   £m   £m   

At 31 December 2008 and 31 December 2009  -     850.6   850.6

Shares in jointly controlled undertakings represent a 51 percent holding of the issued ordinary share capital of PPH0 Limited, a property Company 

incorporated and trading in the United Kingdom.         

The investment in PPH0 Limited was fully impaired in 2008 as a result of the circumstances described in note 12 of the Group fi nancial statements.  

An impairment charge of £58.6 was also recognised in 2008 in respect of shares in subsidiary undertakings as a result of business units pending 

closure and current trading conditions.  There were no further impairments made in 2009.     

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

the following principal subsidiaries.          

Name Activity

Incorporated in Great Britain :  

  

Alloy Racing Equipment Limited Motor vehicle dealer

Bramall Quicks Dealerships Limited Motor vehicle dealer 

CD Bramall Dealerships Limited Motor vehicle dealer 

CD Bramall Motors Limited Motor vehicle dealer 

Chatfi eld Martin Walters Limited Motor vehicle dealer 

Derwent Vehicles Limited Motor vehicle dealer

National Fleet Solutions Limited Motor vehicle dealer 

Pendragon Contracts Limited Contract hire & fl eet management

Pendragon Finance & Insurance Limited Motor vehicle fi nance and insurance services

Pendragon Javelin Limited Motor vehicle dealer

Pendragon Management Services Limited Management services

Pendragon Motor Group Limited  Motor vehicle dealer 

Pendragon Motorcycles Limited  Motor vehicle dealer 

Pendragon Orient Limited Motor vehicle dealer 

Pendragon Premier Limited Motor vehicle dealer 

Pendragon Property Holdings Limited Property holdings

Pendragon Sabre Limited Motor vehicle dealer 

Pinewood Technologies PLC * Computer systems and services

Reg Vardy (MML) Limited Motor vehicle repairs 

Reg Vardy (VMC) Limited ** Motor vehicle dealer 

Reg Vardy Limited * Motor vehicle dealer 

Stripestar Limited Motor vehicle dealer 

Vardy Marketing Limited Marketing services

Victoria (Bavaria) Limited Motor vehicle dealer

*  Direct subsidiary of Pendragon PLC

** Pendragon PLC owns 95% of the issued ordinary share capital



5.  cont Investments (continued)     

NOTES TO THE FINANCIAL STATEMENTS 
OF THE COMPANY CONTINUED

Name Activity

Incorporated in the United States of America :    

Bauer Motors Inc. Motor vehicle dealer

Penegon West Inc. Motor vehicle dealer

Penegon Mission Viejo Inc. Motor vehicle dealer

Penegon Newport Beach Inc. Motor vehicle dealer
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Debtors

     restated*
    2009   2008 
    £m   £m   

Amounts due within one year :      

Corporation tax    -   10.6 

Other debtors     0.2   0.2 

     0.2  10.8 

Amounts due after more than one year :      

Deferred tax (see note 9)     8.7   6.6 

Derivative fi nancial instruments     23.3   38.5 

     32.0   45.1 

    32.2   55.9 

6.  

* see note 1(k)

Details of valuation techniques and fair values of derivative fi nancial instruments are given above in note 17 to the consolidated fi nancial statements 

on pages 79 and 80 in the section headed ‘Fair value hedges of interest rate and currency risk’.

Creditors: amounts falling due within one year 

     restated*
    2009   2008 
    £m   £m   

Bank loans    34.6   40.0 

Amounts due to subsidiary undertakings    534.2   434.0 

Corporation tax    1.3 -

Other creditors and accruals    6.3   -   

    576.4   474.0 

7.  

* see note 1(k)
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8.  Creditors: amounts falling due after more than one year     

NOTES TO THE FINANCIAL STATEMENTS 
OF THE COMPANY CONTINUED

    2009   2008 
    £m   £m   

Bank loans (repayable between one and two years)   40.0   40.0 

Bank loans (repayable between two and fi ve years)    186.1   274.7 

5.65% USD 110m loan notes 2011 (repayable between two and fi ve years)    -     79.2 

9.310% USD 110m loan notes 2012 (repayable between two and fi ve years)   68.7   -   

9.310% USD 67m loan notes 2014 (repayable between two and fi ve years)   43.2   -   

9.834% GBP 17m loan notes 2014 (repayable between two and fi ve years)   17.8   -  

Loan notes (repayable after fi ve years)    -   69.5 

    355.8   463.4 

Loan notes (repayable after fi ve years) comprise:    2009   2008 
    £m   £m   

5.95% USD 67m loan notes 2014     -     51.0 

6.66% GBP 17m loan notes 2014    -     18.5 

    -   69.5 

Full details of the Company's borrowings including security and maturity are given in note 17 to the consolidated fi nancial statements.

9.  Deferred tax     

The movements in the deferred tax asset for the year are as follows:       restated*
         Deferred tax 
         £m 

At 31 December 2008         6.6

Profi t and loss account          2.1 

At 31 December 2009          8.7

Deferred tax asset is shown within debtors (see note 6).

The amount of deferred tax asset in the fi nancial statements is as follows:

     restated*
    2009   2008 
    £m   £m   

Losses    8.1  5.9 

Other timing differences     0.6  0.7 

     8.7   6.6 

* see note 1(k)

A deferred tax asset has been recognised in respect of tax losses carried forward at 31 December 2009 as it is expected that the Company will 

generate suffi cient taxable profi ts in the foreseable future for these tax losses to be utilised against.     

     

          



10.   Share based payments

During the year as part of the refi nancing of the Pendragon Group 49,202,040 share warrants were issued with an exercise price of 5.00p as 

described in note 17 to the consolidated fi nancial statements.  Movements in the outstanding warrants are shown on the table below:

NOTES TO THE FINANCIAL STATEMENTS 
OF THE COMPANY CONTINUED
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   Exercise     At 31 December  
  price per   Granted   Exercised   Lapsed   2009 
Exercise period Date of grant share  Number   Number   Number   Number 

15 May 2009  to 14 May 2012 15 May 2009 5.00 32,801,360   (3,966,912)  (594,297)  28,240,151 

26 June 2009  to 25 May 2012 26 June 2009 5.00  16,400,680   (1,983,455)  (297,150)  14,120,075   

    49,202,040   (5,950,367)  (891,447)  42,360,226 

The total charge to profi t and loss in respect of the issue of these warrants is £8.0m, which has been expensed in full during the year in line with 

FRS26: Financial instruments; recognition and measurement, following extinguishment of the previous loan arrangements.   

The warrants outstanding at 31 December 2009 all have an exercise price of 5.00 pence and a weighted contractual life of 3.0 years.  All share 

warrants are settled in equity.         

         

The average assumptions input into the models for warrants granted were as follows:      

   
     2009 
     £m  

Number of share warrants granted in year     49,202,040 

Weighted average share price (pence)     19.7 

Weighted average exercise price (pence)     5.00 

Weighted average fair value (pence)      16.2 

Expected volatility (%)     84.1%

Expected life (years)      3.0 

Risk free rate (%)     3.75%

Expected dividend yield (%)     0%

The fair value of the services received in return for share warrants is measured by reference to the fair value of the warrants granted.  The estimate 

of the fair value of the services received in respect of share warrants is measured using the Black-Scholes option pricing model.  The weighted 

average fair value of the warrants at the date of grant for those that are outstanding at 31 December 2009 is 16.2 pence. 
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NOTES TO THE FINANCIAL STATEMENTS 
OF THE COMPANY CONTINUED

11.   Called up share capital

    Number   £m   

Authorised shares of 5p each at 31 December 2008 and at 31 December 2009  800,000,000   40.0 

Allotted, called up and fully paid shares of 5p each at 31 December 2008   656,027,350  32.8 

Issued during the year    5,950,367  0.3 

Allotted, called up and fully paid shares of 5p each at 31 December 2009   661,977,717  33.1 

During the year 5,950,367 ordinary shares were issued pursuant to the exercise of warrants granted in connection with the Group’s refi nancing. 

The consideration received on allotment of these shares was in the form of a cancellation of a specifi c number of warrants determined on the 

basis of the open market value of the Company’s ordinary shares at the time of exercise and to apply that sum cancelled in satisfaction of the 

exercise price of the remaining warrants.  The number of warrants cancelled under this arrangement was 891,447 in settlement of consideration 

of £0.3m.

Movements in the number of options to acquire ordinary shares under the Group’s various share option schemes, together with exercise prices 

and the outstanding position at 31 December 2009 are fully disclosed above on page 90 of this report.

    Share Capital  Profi t
   premium redemption Other  and loss
   account reserve reserves account
    £m   £m   £m   £m 

At 31 December 2008 as previously stated    56.8   2.5   13.9   (25.7)

Prior year adjustment    -     -     -     4.8 

At 31 December 2008 as restated    56.8   2.5   13.9   (20.9)

Loss for the fi nancial year    -     -     -     (26.2)

On issue of shares    -     -     -     (0.3)

Share based payments    -     -     -     8.0 

At 31 December 2009    56.8   2.5   13.9   (39.4)  

12.   Reserves

The market value of the investment in the Company’s own shares at 31 December 2009 was £4.4m (2008 : £0.3m), being 19.1m (2008 : 19.8m) 

shares with a nominal value of 5p each, acquired at an average cost of £0.40 each (2008 : £0.40).  The amounts deducted from retained earnings 

for shares held by ESOP trusts at 31 December 2009 was £8.0m (2008 : £8.0m).  The investment in own shares represents shares in the Company 

held by Pendragon Quest Trustees Limited and Investec Trust Guernsey Limited (employee share ownership trusts) which may subsequently 

be awarded to Executive Directors and employees under the Pendragon 1999 Approved Executive Share Option Scheme, Pendragon 1999 

Unapproved Executive Share Option Scheme and the 1998 Pendragon Sharesave Scheme.  Details of the plans are given in the Directors’ 

Remuneration Report on pages 28 to 37.          

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

waived. All expenses incurred by the trusts are settled directly by Pendragon PLC and charged in the accounts as incurred.   

       

          



13.   Financial instruments and derivatives 
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    2009   2008 
    £m   £m   

Changes in fair value charged to profi t and loss     0.8   0.1 

Details of valuation techniques and fair values of each category of fi nancial instruments are given above in note 17 to the consolidated fi nancial 

statements on pages 79 and 80 in the section headed  ‘Fair value hedges of interest rate and currency risk’.    

     

Pensions          

The Company is a member of a funded Group wide pension scheme (Pendragon Pension Plan) providing benefi ts based on fi nal pensionable pay.  

The Company is unable to identify its share of the scheme assets and liabilities on a consistent and reasonable basis and as permitted by FRS 17 

‘Retirement Benefi ts’, the scheme has been accounted for in these fi nancial statements as if the scheme was a defi ned contribution scheme.  At 31 

December 2009 the scheme had a defi cit on an FRS 17 basis of £40.2m (2008 : £27.2m).     

The latest full actuarial valuation was carried out at 5 April 2006 and was updated for FRS 17 purposes to 31 December 2009 by a qualifi ed 

independent actuary.           

          

The Company has no outstanding pension contributions (2008 : £nil).       

Related party transactions          

          

Identity of related parties          

          

The Company has related party relationships with its subsidiaries, its joint venture (see note 12 to the consolidated fi nancial statements on page 

73), and with its key management personnel.          

Transactions with related parties          

          

The transaction with directors of the Company and the joint venture PPH0 Limited are set out in note 28 to the consolidated Financial Statements 

on page 96 above.          

Contingent liabilities          

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

subsidiary undertakings.          

(b) The Company has given performance guarantees in the normal course of business in respect of subsidiary undertaking obligations.  

        

14.   

15.   

16.   



Stock classifi cation  The ordinary shares of the company are traded on the London Stock Exchange.  Information concerning the day to day movement of 

the share price can be found on the London Stock Exchange’s website under the code PDG.  Users of GlobalTOPIC Trader and Reuters can identify the 

stock by the code PDG.L, and Bloomberg users by the code PDG LN.

Share dealing service   The following companies offer private investors a quick and easy telephone share dealing service for dealings in the company’s 

shares.  

Barclays Stockbrokers Limited will purchase and sell shares at the following commission rates plus stamp duty and PTM Levy of £1 where applicable, subject 

to the minimum dealing charge of £15 per transaction.  

1.5% commission on fi rst £5,000

0.85% commission on the next £5,000

0.15% commission thereafter

Barclays Stockbrokers can offer this service to you and can be contacted on 0845 702 3021*

*Calls made to 0845 numbers are free for BT residential customers as part of their inclusive call package; otherwise calls will cost no more than 4p per 

minute plus 8p call set-up fee (current as at February 2010).  The price on non-BT phone lines may vary; please check with your service provider.  You 

can only use these numbers if you are calling from within the UK.  Calls may be recorded to monitor the quality of service, to check instructions and for 

security purposes.

Barclays Stockbrokers is the group name for the businesses of: Barclays Stockbroker Limited, a member of the London Stock Exchange and PLUS. 

Registered No. 1986161; Barclays Sharedealing, Registered No. 20941; and Barclays Bank Trust Company Limited, Registered No. 920880.  All companies 

are registered in England and the registered address is: 1 Churchill Place, London, E14 5HP.  All companies are authorised and regulated by the Financial 

Services Authority.

Capita Registrars, a Trading Division of Capita IRG Trustees Limited, will purchase and sell shares at the following commission rates plus stamp duty and PTM 

Levy where applicable.  Online (via www.capitadeal.com) at commission of 1% of the value of the trade, minimum £20/maximum £75 dealing charge, or by 

telephone on 0871 664 0454* at commission of 1.5% of the value of the trade, minimum £25/maximum £102.50 dealing charge.

Further details of the services including full Terms and Conditions may be obtained by telephoning 0871 664 0454 (*calls cost 10p per minute plus network 

extras, lines are open Monday-Friday 8am-4.30pm).

In so far as this statement constitutes a fi nancial promotion it has been approved for the purpose of Section 21 (2) (b) of the Financial Services and Markets 

Act 2000 only by Capita IRG Trustees Limited who are authorised and regulated by the Financial Services Authority (www.fsa.gov.uk/register Register 

Number 184113).

This is not a recommendation to buy, sell or hold shares in Pendragon PLC.  If you are unsure of what action to take, you should contact a fi nancial advisor 

authorised under the Financial Services and Markets Act 2000. Please note that share values may go down as well as up, which may result in you receiving 

less than the amount originally invested.

Where the document containing this Shareholder Information on share dealing services has been received in a country where the provision of such a 

service would be contrary to local laws or regulations, this should be treated as for information only.

SHAREHOLDER INFORMATION
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