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Group Review

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

Revenue (note 7) 5,060.2 50585 32474 31328 1,797.0
Gross profit (note 7) 672.7 701.3 462.5 445.5 259.7
Operating profit before other income (note 7) 87.3 139.7 97.5 84.9 504
Profit before taxation (note 7) 46.5 97.7 66.4 70.1 47.1
Net assets 339.6 306.0 2393 219.1 [47.1
Net borrowings (note 8) 332.0 369.7 177.0 246.8 96.7
Other financial information
Gross margin (note 7) 13.3 % 13.7 % 4.1 % 4.1 % 4.1 %
Total operating margin (note 2 and 7) 1.7% 28 % 30 % 2.7 % 28 %
After tax return on equity (note 3) 12.7 % 24.8 % 15.8 % 22.7 % 21.2 %
Basic earnings per share (note 4) 6.5 p 10.7 p 70 p 74 p 49 p
Adjusted earnings per share (note 5) 41 p 75 p 67 p 60 p 4.1 p
Dividends per share (note 6) 4.00 p 345 p 264 p 204 p .52 p
Dividend cover (times) 1.6 3.1 2.6 37 32
Interest cover (times) (note 7) 1.8 2.4 2.6 29 4.5
Gearing ( note 9) 97.8 % 120.8 % 74.0 % [12.6 % 65.8 %
Business development summary
Number of franchises 354 390 289 244 139
note | The amounts disclosed for 2003 are stated on the basis of UK GAAP. It is not practicable to restate amounts for periods prior to the date of transition to IFRS.
note2  Total operating margin is calculated after adding back goodwill impairment/amortisation and exceptional items, and excluding other income
note3  Return on equity is profit for the year as a percentage of average shareholders' funds
note4  Basic eamings per share has been restated for the impact of the 2003 bonus issue and the 2006 subdivision of the ordinary shares of 25p each into five new ordinary shares of 5p each.
note5  Basic earnings per share adjusted to eliminate the effects of goodwill impairment/amortisation and exceptional operating and tax items, see note 10 of the financial statements.

It has been restated for the impact of the 2003 bonus issue and the 2006 subdivision of the ordinary shares of 25p each into five new ordinary shares of 5p each.

note 6 Dividends per share are based on the interim dividend paid and final dividend declared for the year. Dividends per share has been restated for the impact of the 2003 bonus issue and the
2006 subdivision of the ordinary shares of 25p each into five new ordinary shares of 5p each.

note 7 All comparative amounts have been adjusted to eliminate the results of the discontinued operation (see note 6 of the financial statements).
note 8 Net borrowings comprise interest bearing loans and borrowings, cash and cash equivalents and derivate financial instruments. It excludes unamortised debt issuance costs.

note 9 Gearing is calculated as net borrowings as a percentage of net assets.



Operational and Business Review

Introduction

In the face of challenging market conditions, Pendragon has maintained
revenues at £5.| billion in 2007. We first highlighted the growing competitiveness
of the new car market in April 2007. When transaction prices for new cars
started to fall it had a negative effect on the used car market, especially on
the nearly new market, causing margins to reduce as dealers sought to
maintain volume. For the full year, profits before tax and exceptionals were
£34.8 million, compared to £69.4 million in 2006. The 2007 figure includes
£9.2 million of losses incurred on dealerships sold or closed. These losses
were incurred as part of the programme we announced at our April 2007
AGM.

In August we acquired |9 dealerships from the administrator of Dixons for
£16.3 million and these have, as we indicated they would at the time, made
losses in 2007, including acquisition funding costs, of £1.8 million. We expect

a positive contribution in 2008.

Financial performance summary

We made exceptional profits of £18.5 million principally from the sale of
surplus properties. This was offset by goodwill impairments on closed
businesses giving a net exceptional profit in the year of £1 .7 million. Including
these exceptionals, profit before tax was £46.5 million compared to £97.7
million for 2006 and basic earnings per share were 6.5 pence compared to
10.7 pence for 2006.

We have achieved good results in our aftersales and Support and Technology
businesses. We have largely completed the changeover of our [T systems
to Pinnacle, our new in house system, which enables us to move forward in

2008 with all our dealerships on a common software platform.

Overall we have made good progress to improve the quality of the business.
The changes we have made to our physical footprint and the changes to
our customer proposition, focusing on lower priced used cars, leave us better

placed for the type of market we expect in 2008.

2007 2006
£m £m
Revenue 5,060.2 5,058.5
Underlying operating profit 94.1 135.7
Exceptional operating items (6.8) 4.0
Operating profit before other income 87.3 139.7
Other income - gain on sale of property and business 18.5 243
Operating profit 105.8 164.0
Finance costs (60.1) (66.7)
Share of joint venture profit 0.8 0.4
Profit before tax 46.5 977
Tax (3.3) (289)
Discontinued operation (2.1) (1.3)
Profit after tax 4.1 67.5
Earnings per share - basic 6.5 p 10.7 p
Earnings per share - adjusted 41 p 75p
Dividend per share 40 p 345 p

Dividend

The final dividend proposed is 2.0 pence per share, which together with the
interim dividend of 2.0 pence gives a full year dividend of 4.0 pence per

share, an increase of 15.9% over last year.

Strategy

Pendragon is the largest independent operator of franchised motor car
dealerships in the UK, operating 343 franchises. We also operate | | motor
car franchises in California. Pendragon sells a broad range of motor cars and
commercial vehicles and has a substantial presence in the UK vehicle leasing,

wholesale parts and dealership management software markets.

The UK franchised car market remains very fragmented with the largest ten
dealer groups owning only 20% of the total franchised dealers in the UK.
Our strategy is to grow the business through acquisitions which in turn
enables us to reduce the fixed overheads related to operating car franchises
and take the benefit of economies of scale. In line with this strategy we

acquired |9 franchised dealerships from the administrators of Dixons.
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Operational and Business Review contined

We explained in our AGM statement in April 2007 that the financial benefit
of holding a new car franchise in smaller secondary retail locations is
outweighed by the cost and complexity of its operation. Consequently, as
part of our strategy, we closed a number of our franchised locations during
the year and, in most instances, transferred the business to one of our larger
adjacent sites. The effect of this is to reduce the number of stand alone new
car franchise points and reduce our fixed overheads. Of the programme we
set out last April we have ceased operating at 2| of the 26 sites we had
identified at that time as being marginal. The remaining businesses will be
closed or sold in 2008. In the second half of the year we have also sold our

Dundee Ford operation and rationalised our Cadillac network.

Our markets

We said in last year's statement that we saw the used car market as a major
growth area for us. The used car market in the UK is roughly three times
the size of the new car market. In the second half of the year we started
to roll out changes to our used car offer across the Group. Broadly speaking
the main changes relate to moving our price banding to encompass older;

lower value cars.

Our strategy of reducing the number of retail sites or moving to lower cost
locations resulted in us being able to sell 2| surplus properties with cash
proceeds of £48.2 million and profits of £17.4 million. Over the past three
years we have realised £100.9 million of proceeds and made profits of £30.0

million from the sale of surplus properties.

The UK vehicle retailing market is our principal one. Changes to new car
franchising rules in 2003 have freed up the market for franchised dealer
acquisitions and consolidation. Pendragon is the leading player in this
consolidation. The total motor car parc in the UK now stands at around 30
million with annual sales of new and used motor cars of around |0 million
units. In 2007 the total number of new car registrations in the UK was 2.4
million which was an increase of 2.5% over 2006. We believe that in order
to have achieved that growth in new car registrations manufacturers have
forced product into the market with the knock on effect that the nearly new
used car market has suffered. The size of the market for aftersales has grown
in line with the car parc in the UK and tends to be less affected by economic
cycles as motor cars require regular maintenance and repair for both safety
and performance reasons. In 2007 the group sold 338,000 new and used
cars. Like for like our unit sales were in line with 2006; new unit sales were

down 0.9% and used were up |.1%.

We operate a vehicle leasing and contract hire business in the UK. The
market became more price competitive for new business contracts in 2007.

Our residual value policy ensures we take a very cautious approach to future

Operational review

used car values and that has enabled us to maintain margins in 2007 although

our fleet size did fall.

We are a large player in the commercial van and truck market in the UK
which has enjoyed a period of growth in line with the UK economy over the
past few years and is around 0.4 million new units per annum. The key area

in this market is aftersales service which remained strong in 2007.

In the UK we have continued to build a presence in the market for dealer
management systems. The market for these systems is primarily linked to
the number of franchised dealers and is served by a relatively small number
of providers. We mainly sell into the UK although we see other countries
such as North America and South Africa being additional markets for our

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

We operate a niche division in California. The USA car market was 6.2
million units in 2007, down 2.5% on 2006. The brands we represent had a
mixed year. Land Rover, helped by the introduction of the new Freelander
increased sales by 3.7%. Jaguar units fell by 24.29% and SAAB fell by 10.0%.

Our Group is structured operationally to reflect the range of business activities
we undertake and we have five distinct trading divisions. Support businesses

consist of leasing, parts wholesale and software.

A summary of revenues and operating profits by division is summarised below:

2007 2006

Revenue Operating Profit Revenue Operating Profit

£m £m £m £m

Stratstone 1,898.7 30.3 1,927.5 49.5
Evans Halshaw 2,690.6 30.6 2,624.5 53.6
Chatfields 197.9 4.8 2004 6.1
Support Businesses 160.9 23.8 148.9 20.0
California 180.3 4.6 214.8 6.5
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Operational and Business Review contined

Stratstone

Under our Stratstone brand we are the UK’s
leading luxury motor car retailer with 161 retail
franchise points. Each location retails new and
used vehicles and undertakes aftersales service
and parts sales. Stratstone holds franchises to
sell and service Aston Martin, BMW, Cadillac,
Chrysler Jeep, Corvette, Dodge, Ferrari, Honda,
Jaguar, Land Rover, Lotus, Maserati, MINI, Saab,

Mercedes-Benz and Volvo.

Nationally the market for new vehicle registrations
for brands we represent in this luxury sector
increased by 4.3%. The overall improvement
disguises some big movements in individual brands.
For example Jaguar was down almost 20% year
on year which has a disproportional adverse effect
as Stratstone has around 26% of new Jaguar sales
in the UK. In total our new car volumes were
5.9 % down on 2006 and our gross margins were
4.0% down on 2006 on a like for like basis. The used car market across all
brands was more competitive. Our like for like volumes were up by 1.5%

on 2006 and gross margins down by 13.9% year on year. The aftersales

Stratstone Honda

Doncaster

market continued to perform well, and we managed to maintain gross margins

in this area.

The split of activities within the Stratstone brand is detailed below showing the respective share of revenue, gross profit and the gross margins achieved.

2007

47% 48%

New

Used
Il Revenue [ Gross Profit

Aftersales

2006

55% —
50% —
45% —

%0 New Used
M Revenue [ Gross Profit

Aftersales

Wholesale/Trade
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Gross Margin % 2007 2006
New 9.7% 10.1%
Used 6.2% 7.2%
Aftersales 61.8% 61.2%
Trade/Wholesale (3.6%)  (12%)
Gross Margin (%) 12.7% 13.3%
Wholesale/Trade New & Used Units ('000) 70.2 723
PPU (£) 1,301 1,944

The relative proportion of gross profit generated by activity in 2007 was in
line with last year. Aftersales continued to contribute just under half of the
total gross profits. Trade sales represents cars sent to auction which did not
fit the Group's sales profile. Trade sales margins were down in line with the

general market.

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

from finance and insurance products.



Operational and Business Review contined

Revenue Gross Gross Operating Operating

Profit Margin Profit Margin

£m £m % £m %

Existing 1,874.4 2393 12.8 334 1.8
Disposed 243 2.6 10.6 3. (12.7)
Total 2007 1,898.7 241.9 12.7 30.3 1.6
Total 2006 1,927.5 255.6 133 49.5 2.6

Revenue at our existing dealerships was in line with the prior year: The full
year effect of owning the ex-Vardy dealerships added £13.3 million whereas
the revenue from the dealers closed or sold fell £44.5 million. The lower
revenue reduced gross profit by £3.8 million. Like for like new and used car

sales were down by 2.2%.

The gross margin was lower in 2007 which resulted in gross profit being

down by almost £10.0 million. The main factors were the lower margins

achieved on new and used car sales as already discussed. Margins in aftersales

remained strong.

Operating profit fell by £19.2 million. Over half of this arose from the lower
gross profit with the remainder principally consisting of the increased rent
of £5.3 million and the operating losses incurred at the closed dealers. The
closed dealers incurred operating losses of £3.1 million compared

to a breakeven performance in 2006.

Stratstone

quality with style

Our Story

Stratstone has a proud heritage dating back to 1921. Motor enthusiasts Undecimus
Stratton and Emnest Instone established the company to offer unrivalled personalised
service to its customers.

Stratton-Instone Limited formed in 1921

Mssrs Stratton and Instone went into partnership and assumed control of
the Daimler Company's London premises. This heralded the arrival of the
motor distribution system as we know it today.

Joseph Mackle assumes control in 1929
When our founders passed away Joseph Mackle, a former engineer with
Daimler, took control and renamed the company Stratstone Limited.

Business booms in Stratstone style

Business surged following the launch of the Light |5 Daimlers. Stratstone
extended its operations in England and Stratstone style became very much
what it is today.

Number 27 Pall Mall, London became a popular rendezvous for the growing
list of wealthy and famous customers, particularly as a butler served
champagne at a given time each morming.

The Stratstone Royal Connection
The Royal Warrant, first gained in 1921 was held by Stratstone until a
change of ownership in 1982.

In the thirties’ slump in England the government considered that national
interest in cars might be stimulated if the King had a new fleet. Stratstone
was commissioned to supply six new limousines to King George V.

Stratstone acquired by the Thomas Tilling Group in 1938

Following its acquisition and with war becoming likely, the leases on the
Pall Mall and Euston Road Premises were not renewed and the head office
was relocated to Berkeley Street.

Stratstone change of venue during the war

During the war the Berkeley Street showroom was requisitioned by the
Royal Air Force. As no cars were being manufactured, there was urgent
demand for large cars that could be converted to ambulances. The company
undertook these conversions, while smaller cars were sold to the police.

Stratstone expand in 1971
Stratstone expanded taking over a London service depot at Willsden,
providing a specialist service north of the river.
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Now as the UK's leading luxury automotive retailer, Stratstone upholds the values
of its founders and prides itself on providing the very highest standards of quality
service in Stratstone style.

James Smillie takes the helm

Throughout the 1970s rapidly rising inflation in England took its toll and
tough measures had to be taken to cope with its effect on Stratstone. A
fleet sales department was set up in 1973 to supply limousines to top
companies, embassies and foreign governments together with the special
requests of the funeral profession.

James Smillie the Managing Director successfully acquired the equity and
in 1982 Stratstone Limited became a private company after a break of 46
years.

Stratstone sets the standard

1988 saw the largest and most advanced service centre in Britain open at
Grays Inn Road, London WCI. There were 24 work bays covering an area
of 279 square metres and occupying two floors, with a retail and trade
counter.

Stratstone commenced work to completely refurbish the Berkeley Street
showroom. The décor reflected the elegance of bygone days and at the
same time complemented the image of the high quality modern products
it represented; this Stratstone style has been an aspect of the brand that
has been maintained to this day.

Stratstone has national coverage
In 1992 Stratstone grew through acquisition to become the largest luxury
retailer in the UK.

Stratstone today

The Stratstone brand sits proudly alongside over 20 of the world’s premium
automotive manufacturers. Stratstone delivers fantastic products and
outstanding service in our unique Stratstone style showroom environments.

Stratstone has national coverage and this scale affords the group great
opportunities to share its best practice and expertise of the luxury and
specialist car markets and offer the Stratstone experience countrywide.
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Operational and Business Review contined

Evans Halshaw

Under our Evans Halshaw brand we are the UK's
leading volume motor car retailer with 6]
franchise points. Evans Halshaw holds franchises
to sell and service Chevrolet, Citroen, Fiat, Ford,
Hyundai, Kia, Nissan, Peugeot, Renault, Suzuki and

Vauxhall.

National new vehicle registrations for brands we
represent in the volume sector increased by 1.9%.
Our principal brands, Vauxhall and Ford, saw
registrations increase by 9.8% and 1.3% respectively.

The aftersales market performed satisfactorily.

The mix of business was reasonably stable year

on year. Difficult market conditions caused new

Vauxhall East Kilbride

and used margins to fall and it increased the losses
Evans Halshaw dealer of the year

we suffered on trade cars which represent cars

sent to auction which do not fit the Group's sales
profile.
and performance standards and importantly to protect their resale value.

Aftersales continues to contribute a significant proportion of gross profit and ~ Aftersales therefore plays an important role in mitigating the effect of the

margins. Motor vehicles are regularly serviced and repaired to ensure safety ~ economic cycle.

The split of activities within the Evans Halshaw brand is detailed below showing the respective share of revenue, gross profit and the gross margins achieved.

2007 2006

55%

60% —  58%

5%) - New Used Aftersales Wholesale/Trade
M Revenue | Gross Profit

Gross Margin % 2007 2006
New 5.5% 6.0%
Used 15.5% 16.0%
Aftersales 55.6%  54.0%
Trade/Wholesale (2.0%)  (0.6%)
Gross Margin (%) 12.4% 13.2%
(5%) New Used Aftersales Wholesale/Trade New & Used Units ('000) 2566 2460
M Revenue |1 Gross Profit PPU (£) 764 824
Revenue Gross Gross Operating Operating
Profit Margin Profit Margin
£m £m % £m %
Existing 2,5735 3194 12.4 37.8 [.5
Acquired 52.6 8.7 16.6 (1.3) 24)
Disposed 64.5 59 9.1 (5.9) 9.2)
Total 2007 2,690.6 334.0 12.4 30.6 1.1
Total 2006 2,624.5 346.0 13.2 53.6 20




Operational and Business Review contined

In the existing business, excluding those acquired in 2006, we increased
revenue by £50.4 million, mainly within our Ford and Vauxhall dealerships.
The additions we made to our dealership portfolio in 2006 have contributed
a further £97.6 million of revenue which has been offset by the reduction
in sales of £135.5 million from the year on year impact of disposals and
closures. The acquired businesses revenue in 2007 adds £52.6 million which
consist of ex-Dixons sites. The additional revenue added £8.7 million to
gross profit. Like for like new and used vehicle sales were up 0.6%.
Gross margin reduced by 0.8%, equivalent to a gross profit reduction of
£20.7 million. The main factor was the lower margins achieved on new and

used car sales.

1920’s
Evans Halshaw began life as two separate companies; P ] Evans and the Halshaw Group.

P ] Evans was founded by the man of the same name in 1927. The midlands-based
group quickly established a strong partnership with Jaguar and Sir William Lyons in the
1920's.

When Evans was tragically killed in an aeroplane accident in 1952, two of his former
associates, Steeley and Rodway, took over the running of the company.

1940’s

In 1945 and after the disruption of the Second World War, Steeley and Rodway acquired
Broad Street Motors and with it a Rolls Royce and Bentley franchise. In 1947 they
became listed on the Birmingham stock exchange.

1960’s
P ] Evans businesses flourished in the post-war years and this led to some small but
significant acquisitions in and around the midlands area during the 1960's. The Jaguar

businesses in particular were thriving in the post-war boom.

1970’s

By now P ] Evans was very successful but also a relatively small company, and after
courtship by several other automotive retailers, the company was finally acquired by
LCP (a midlands-based property and coal distribution conglomerate.) Further expansion
occurred in 1977, when the group acquired its first Ford dealership in Gwent, followed
by a further four Ford sites. In 1978 perhaps the most important milestone in the
history of the group occurred; the Halshaw Group, a private automotive retailer, was

purchased, prompting a change in the company’s name to Evans Halshaw.

Operating profit fell by £23.0 million. The reduction in gross profit accounts
for just over half of the movement in operating profit. The remainder arises
from higher rents incurred in the Evans Halshaw division, the dilutive impact
of acquiring the ex-Dixon businesses and the impact of the closures we have
made. These increases in costs have been offset by the savings we have
achieved through the combination of the Pendragon and Vardy structures.

The closed dealers generated losses of £5.9 million in 2007.

Evans Halshaw brand recognition has increased significantly during the year
and is now the most popular dealership internet site for new and used car
enquiries. In the last twelve months there have been nearly four million visits

to the website.

Halshaw

Every Day Low Prices

\Evans

1980’s

The early 1980's was dogged by recession and was a difficult time for the British motor
trade, but Evans Halshaw kept on expanding; the group now had a £100 million a year
turnover and had taken on Vauxhall franchises to add to the Ford, Rolls Royce and
Bentley brands. In 1985, amidst a backdrop of mounting debt and ever more difficult
trading conditions, LCP were looking for a way out of the British motor industry. A
management buyout was launched by Peter Green, Geoff Dale and Anthony Archer
for £9 million. In the late 1980's the group acquired two Peugeot outlets, several lveco

truck dealerships and yet more Ford franchises.

1990’s

Throughout the 1990's the UK motoring industry was going through a period of mass
consolidation and it was during this period that Pendragon PLC acquired the group for
£83.7m, creating the largest automotive retailer. As a result of further acquisitions
Pendragon had significant representation nationwide of all the leading volume manufacturers
and decided that the well established Evans Halshaw brand would enhance the choice
and value customers had grown to expect. In the last decade Evans Halshaw has grown
through further acquisitions and the strengthening of long term relationships with its

chosen manufacturers.

Today
The Evans Halshaw brand now has national coverage and this scale affords the group
great opportunities to share its best practice and expertise countrywide.

Today, PJ Evans would surely be proud that the company he started in 1927 has
prospered. Evans Halshaw continues to deliver what customers want by providing a

unique personalised service with exceptional choice and value.

Evanshalshaw.com
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Operational and Business Review contined

Chatfields

Under our Chatfields brand we sell and service commercial vans and trucks
in the UK with 21 franchise points. Chatfields holds franchises to sell and
service lveco, DAF and LDV.

The market for new truck sales in 2007 was down by 8.7% overall whereas

the van market was up 3.2%. The truck market was affected by supply
shortages during the year due to high worldwide demand for heavy trucks.
Order books remain strong which would suggest buoyant commercial vehicle
demand this year although we expect that supply constraints will remain an

issue.

The split of activities within the Chatfields brand is detailed below showing the respective share of revenue, gross profit and the gross margins achieved.

2007

75% —

70% _| 70%

65% —
60% —
55% —
50% —
45% —
40% —|
35% —

Used
M Revenue [l Gross Profit

Aftersales Wholesale/Trade
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30% Gross Margin % 2007 2006
25% —
New 5.0% 5.6%
20% —
Used 9.6% 13.3%
15% —|
1 Aftersales 38.0% 37.6%
oo % Trade/Wholesale 6.8% 3.1%
- 0
L ke Gross Margin (%) 135%  139%
I 1
(5%) —! New Used Aftersales Wholesale/Trade New & Used Units ('000) 5.2 55
M Revenue M Gross Profit PPU (£) 1,533 1,620
Revenue Gross Gross Operating Operating
Profit Margin Profit Margin
£m £m % £m %
Existing 194.2 26.1 134 5.0 26
Disposed 37 0.7 19.6 0.2) (5.2)
Total 2007 197.9 26.8 135 48 24
Total 2006 200.4 27.8 13.9 6.1 3.1

Over two thirds of gross profits in this division are derived from the aftersales
activity. This tends to be a higher proportion than in the motor car divisions
because of the shorter service intervals required for commercial vehicles
and the use of overnight servicing in many of the locations. Gross margins
for new and used vehicles were down on 2006, reflecting a higher van mix

plus the impact of the disposal of our two MAN ERF sites.

The results for the trucks division have been satisfactory afthough truck sales
were down due to supply constraints. In total like for like sales are in line

with last year with increased van sales, although this has diluted gross margin.

The operating profit is down £1.3 million. This is due to the reduction in

gross profit and the dilution caused by the two disposals.



Operational and Business Review contined

Leasing

We operate under three separate brands for vehicle leasing and contract
hire. The brands are Pendragon Contracts, Bramall Contracts and Vardy
Contract Motoring. Each offers a range of leasing and contract hire products

mainly to the small corporate and fleet market and to local authorities.

The market in which we operate is predominantly fleet sizes of up to 1,000

The existing vehicle fleet reduced slightly to 7,600 units with an average
lease period of 30 months. Profits are mainly generated through the sale
of the vehicles at the end of the rental period and have improved on last
year as we have reduced our exposure to |2 month contract business, which

has historically had lower returns.

vehicles.
Revenue Gross Gross Operating Operating Fleet
Profit Margin Profit Margin numbers
£m £m % £m % 000's
Total 2007 47.2 13.0 215 10.3 21.7 17.6
Total 2006 4AL3 [2.1 273 9.6 21.7 18.2
Quickco

The market for parts sales via the independent wholesaler has been significantly
improved by changes to the franchising laws in the UK whereby franchised
dealers need no longer source all their parts from the franchisor. Under our
Quickeco brand we operate an independent genuine parts wholesale business.
Quickco has a national business with a fleet of 180 vans making 60,000

deliveries per month on a next day or same day basis.

reduce the profit of the Quickco division in 2008. Looking forward, we aim
to replace the Ford business by expanding our product range and build on

our other franchise relationships.

We are pleased with the results of Quickco, which despite a fall in gross

margin has increased its operating profit through good control of operating

costs.

Currently 75% of revenues come from Ford related business. Ford is currently

rolling out a new distribution network for their OEM parts and this will
Revenue Gross Gross Operating Operating
Profit Margin Profit Margin
£m £m % £m %
Total 2007 81.1 20.2 24.9 5.4 6.6
Total 2006 792 20.2 25.6 50 64
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Operational and Business Review contined

Pinewood

Under our Pinewood brand we are the UK’s
third largest provider of software solutions to
the retail motor industry. The principal product
is Pinnacle which is a web enabled dealer
management system designed with manufacturer
interface and modules for vehicle sales and
marketing, aftersales and bookkeeping and
accounts generation. The market for technology
solutions in the industry continues to grow
especially for software packages which are simple

to deploy and require minimal training.

Under the CFC brand other products are sold
which include fleet and workshop management

solutions. Currently CFC has customers in over

20 countries. - Pinewood -'J

Training Room

 ~—

Revenue Gross Gross Operating Operating

Profit Margin Profit Margin

£m £m % £m %

Total 2007 325 17.3 53.0 8.1 25.0
Total 2006 254 152 59.8 53 210

The operating profit of Pinewood has increased to £8.1 million. The increase  Our first overseas installation in South Africa is now complete.

in revenue reflects the further roll out of Pinnacle across the Group. At the

end of 2007 we had over 13,000 Pinnacle user licenses in place, up from  We have a development team of 40 which is actively working on existing
7,000 at the end of 2006, in over 600 dealerships in the UK. About 40% of  and new products. One of these new products, Contract Manager 4, is an
the licenses have been sold to third party dealers with the balance being  updated product designed for the Contract Hire market and was launched
used by the Group. The Pinnacle product was launched four years ago and  during the year.

sales are continuing to gather momentum.
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California

At the end of the year the California business
consisted of | | franchises in Southern California
which operate franchises for Jaguar, Land Rover,

Aston Martin, Saturn and Saab sales points.

California
Land Rover and Jaguar Mission Viejo

The split of activities within the Califorina market is detailed below showing the respective share of revenue, gross profit and the gross margins achieved.

2007 2006
0% 66%
65% —
60% —
70% — 55% |
66% so%-1
65% — ]
40% |
60% — 35% —
30% —
55% 2%
20% —
50% — -
45% — 5%:
o/ | (