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 Unaudited Unaudited
 6 months 6 months
 to 30.06.09 to 30.06.08
 £m £m

Revenue 1,586 2,478

Operating profi t 33.4 41.2

Underlying operating margin 1.9% 1.9%

Profi t before tax 11.4 21.1 

Profi t before tax and non-recurring items 8.7 17.9

Adjusted earnings per share 0.7p 1.5p

Net assets 99.5 308.3 



Our improved fi nancial results for the fi rst six months of the year demonstrate the good progress we have made in cutting costs 

and reducing working capital requirements.  It is pleasing that the actions we have taken have had a positive effect on the Group’s 

performance although we are very aware that the general economic environment in the UK remains tough and that we need to 

remain fi rmly focused on our key objectives.  These are to keep costs in line with activity levels, generate cash to reduce debt and 

now to build unit sales volume, especially in our used car business. 

The market conditions which caused a rapid decline in consumer demand for new and used cars last year have continued into 

the fi rst half of 2009.  National UK new car registrations declined by 25.9% overall in the fi rst half compared to last year.  New 

car registrations in the private sector, which is our principal new car market, have shown a smaller decline of 20.4% in the fi rst six 

months of 2009.  The used car market suffered from an unprecedented drop in prices during the last 12 months of 2008.  June 

2009 wholesale used car values increased for the eighth month in succession.  This has been due to demand outstripping supply and 

has been benefi cial to us in respect of greatly improved used car margins and the discontinuance of the exceptional stock losses 

incurred last year.  Aftersales has continued to be a stable part of the business.  

Against these diffi cult trading conditions we have produced an operating profi t of £33.4 million (2008: £41.2 million), profi t before 

tax and non-recurring items of £8.7 million (2008: £17.9 million) and profi t before tax of £11.4 million (2008: £21.1 million).  We 

are reporting adjusted earnings per share of 0.7 pence for the period compared to 1.5 pence in 2008.  As previously announced, 

management is focused on conservation of cash and reduction of borrowings therefore no interim dividend is proposed (2008: 

0.5 pence per share).

The Group has continued to generate cash which has been used to reduce borrowings by £39.6 million to £317.7 million in the 

fi rst six months.  Cash generated from operations was £73.7 million in the fi rst half which included a £14.8 million reduction in 

working capital.  We have improved the effi ciency of our balance sheet signifi cantly since June 2008 with investment in stocks and 

debtors at around half the level of a year ago.  We will, however, be investing more in used car stock in the second half to take 

advantage of improvements in that part of the market.

The market conditions we face are challenging and, as discussed in the 2008 annual report, we have taken a number of strategic 

actions to improve our competitiveness.  During the fi rst half of the year we have continued to ensure that our headcount and 

stock levels are appropriate for the level of activity we are experiencing.  We have continued to keep our franchise portfolio under 

review and have as a consequence closed a further 14 franchise points in the fi rst half.

CHIEF EXECUTIVE’S OPERATIONAL REVIEW
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CHIEF EXECUTIVE’S OPERATIONAL REVIEW cont.
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RESULTSResults

The results for the six months to 30 June 2009 are summarised as follows:

 2009 2008
 £m £m

Revenue 1,586.4 2,477.6

Underlying operating profi t 29.3 46.3

Non-recurring operating income / (costs) 3.8 (7.2)

Operating profi t before other income 33.1 39.1

Other income - gain on sale of property and businesses 0.3 2.1

Operating profi t 33.4 41.2

Finance costs  (20.6) (28.9)

Exceptional fi nance (costs) / income (1.4) 8.3

Share of joint venture profi t - 0.5

Profi t before tax 11.4 21.1

Tax  (5.4) (8.1)

Profi t after tax 6.0 13.0

Earnings per share - basic 0.9p 2.0p

Earnings per share - adjusted 0.7p 1.5p

Dividend per share  - 0.5p

Revenue is down £715.9 million on a like for like basis excluding support businesses.   This has been caused mainly by the drop off 

in the UK new car market.  Our performance has been in line with the overall retail market for brands where we are represented.  

There has also been a decline in our used car volumes mainly due to constraints on our ability to fund higher levels of stock in the 

early part of the year.  Following the refi nancing of the Group stock funding constraints have eased and our used stock levels are 

now in line with our expected higher activity level in this area.

Underlying operating profi t was £29.3 million compared to £46.3 million in the fi rst half of last year.  The underlying operating profi t 

margin was 1.9% (2008: 1.9%).  We have maintained operating margins at 1.9% due to our successful reduction in operating costs, 

and to an increase in gross margins from 13.0% last year to 15.6% this year.  Gross margins have been improved by action we have 

taken in a number of areas.  These actions include headcount reductions, reducing the amount of low margin fl eet business, and 

selling lower value used cars which typically have a higher margin.  In addition the market for used cars has generally improved in 

the fi rst half of this year with prices recovering strongly. 



Non-recurring items relate to dealership closures and property disposals, professional costs and an adjustment to the VAT provision.  

Goodwill has been impaired by £0.4 million in respect of two Peugeot dealerships and a Vauxhall dealership which have been 

closed in the period to June 2009.  In total we sold or closed 14 franchises in the fi rst half which resulted in total closure costs of 

£6.1 million (2008: £4.5 million).  During the fi rst half we have recognised a net loss on extinguishment of the previous fi nancing 

arrangement and recognition of the new arrangement of £1.4 million.  We have also expensed £1.3 million of professional fees in 

respect of a potential equity raising that was considered as part of the refi nancing process.  In June we were notifi ed by HMRC that 

they had decided to withdraw their challenge in relation to one of the two VAT items for which provision was made at the year end.  

The other item which relates to a challenge by HMRC on the treatment of certain sales to disabled customers is ongoing. We have 

reassessed the provision required and we are able to release a net amount of £11.6 million back to profi ts in the period. 

Other income of £0.3 million includes the disposal of a Ford dealership in Goole.  This disposal generated a profi t of £0.1 million 

and cash proceeds of £0.6 million.  We disposed of two surplus properties during the fi rst half at a profi t of £0.2 million and 

generated cash proceeds of £2.1 million.  We have surplus properties held for sale amounting to £38.9 million which are being 

actively marketed.

Financing costs of £20.6 million, excluding exceptional items are lower than the previous half year cost of £28.9 million.  There 

are two main reasons for this.  Net bank interest reduced from £12.6 million to £10.1 million, mainly as a consequence of lower 

LIBOR rates.  Stocking interest reduced from £15.1 million to £6.7 million, again refl ecting lower LIBOR rates and the successful 

reduction in stock levels.    

Adjusted profi t before tax of £8.7 million (2008: £17.9 million) is underlying operating profi t of £29.3 million (2008: £46.3 million) 

less underlying fi nance costs of £20.6 million (2008: £28.4 million). 

CHIEF EXECUTIVE’S OPERATIONAL REVIEW cont.
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CHIEF EXECUTIVE’S OPERATIONAL REVIEW cont.
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BALANCE SHEET AND CASH FLOWBalance sheet and cash fl ow

 2009 2008
 Revenue Underlying Revenue Underlying 
£m  operating profi t  operating profi t

Stratstone 670.5 9.6 1,070.6 18.8

Evans Halshaw 869.9 11.2 1,348.6 17.6

Support businesses 64.7 8.5 77.0 9.9

We have continued to focus on maintaining strong control over our balance sheet.  We have reduced new car stocks including 

consignment vehicle stock by £235.9 million since the year end.  Used car stocks have been lower than we would have liked in the 

fi rst half due to constraints on funding levels during our negotiations to renew our fi nancing facilities.  These are now complete and 

used car stocks are higher now to enable us to take advantage of the improved used car market.  Trade and vehicle debtors are 

down by £5.6 million from the year end.

Net borrowings have reduced to £317.7 million from the year end fi gure of £357.3 million.  Operating cash infl ow for the fi rst 

six months was £73.7 million, which compares with £94.4 million generated in the same period in 2008.  The operating cash fl ow 

includes a reduction in working capital investment of £14.8 million (2008: £18.3 million). 

Net investment in property, plant and equipment for the six months was £12.1 million (2008: £22.4 million).  This includes 

refurbishments, movements in the contract hire fl eet and loan vehicles provided to aftersales service customers.  Proceeds from 

property disposals were £2.1 million (2008: £5.3 million).  In addition to this, £0.6 million was raised from business disposals (2008: 

£3.1 million).

Our new three year fi nancing facilities are operating smoothly with all covenants comfortably complied with at 30 June 2009.  A 

scheduled repayment of £20 million was also made at the end of June.

A summary of revenues and operating profi ts by division for the six months ended 30 June is shown below:



Our franchised motor retail activities are principally in the UK with a well established small business in the USA.  We currently 

operate 288 franchise points, of which nine are in the USA.  

UK national new car registrations declined by 25.9% in the fi rst six months of this year compared to the fi rst six months of 2008.  

This decline was more marked in the fi rst quarter which was 29.7% back on the prior year.  In comparison, the second quarter’s 

registrations declined by 21.2%.  In July new registrations were up 2.4% on the same month last year.  This is the fi rst growth in 

15 months which we believe, in part, refl ects the impact of the Government scrappage incentive scheme.  Private customer 

registrations declined by 20.4% in the fi rst half whereas fl eet registrations have decreased by 29.3% which accounted for 48.1% 

of total national registrations.  Registrations for manufacturers we represent fell by 26.2% with Stratstone brands down 28.6% and 

Evans Halshaw brands down 25.3%.  

From the start of the year used car prices have recovered strongly leading to an improvement in used car gross margin.  Since 

January this year average used values have increased, according to BCA data, as demand has outstripped the low levels of supply of 

stock in the system.  This data shows that average used car prices have now recovered to levels last seen at the start of 2008.

Up to date information on activity levels nationally in the used car market is not readily available due to the size and diversity of the 

market, which includes private to private sales.  Recently, Experian published fi gures showing that used car volumes were 5% down 

for the fi rst quarter compared to 2008 fi rst quarter but were 17% up compared with the last quarter of 2008.

There has been no marked change in our ability to source fi nance for customers and we have seen income from this source remain 

in line with overall sales volumes although credit underwriting terms have tightened.

In the UK we operate 279 franchised points of which 128 are prestige, branded as Stratstone, 130 are Evans Halshaw volume 

dealerships and 21 are truck dealerships trading under the Chatfi elds brand.  The results are summarised in the tables below.  

Chatfi elds is included in the results of Stratstone.

Stratstone is the UK’s leading prestige motor car retailer and its results for the fi rst six months of this year are as follows:

CHIEF EXECUTIVE’S OPERATIONAL REVIEW cont.
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MOTOR RETAIL BUSINESSMotor Retail Business

6

 Revenue Gross Gross Underlying Underlying Total units Gross 
  profi t margin operating operating sold profi t per
      profi t margin   unit
 £m £m % £m % ’000 £

Existing 670.4 107.3 16.0 10.2 1.5  

Disposed 0.1 - - (0.6) -  

H1 2009 670.5 107.3 16.0 9.6 1.4 25.6 1,908

H1 2008 1,070.6 146.4 13.7 18.8 1.8 40.7 1,844
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CHIEF EXECUTIVE’S OPERATIONAL REVIEW cont.
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MOTOR RETAIL BUSINESSMotor Retail Business (continued)

Revenues were down by 37.4% year on year and down 30.3% on a like for like basis.  Units sold within our Stratstone franchises 

were down 37.1% on last year and on a like for like basis were down 27.3%.  The reduction in overall revenue is principally due to 

the reduction in the new car market which has impacted the prestige brands to a greater extent than the overall market.   Overall 

gross margin has largely improved as a result of strong used car margins.

Like for like aftersales margins are holding up well at 58.4% in the car business and 38.0% in the truck business.  The aftersales 

business has produced just over 51% of the gross profi ts of the division which is marginally ahead of last year.  

Evans Halshaw is the leading volume car retailer in the UK and its results for the fi rst six months of this year are as follows:

 Revenue Gross Gross Underlying Underlying Total units Gross 
  profi t margin operating operating sold  profi t per
      profi t margin   unit
 £m £m % £m % ’000 £

Existing 869.2 123.9 14.3 11.7 1.3  

Disposed 0.7 0.1 19.4 (0.5) (76.3)  

H1 2009 869.9 124.0 14.3 11.2 1.3 83.3 832

H1 2008 1,348.6 154.4 11.5 17.6 1.3 130.3 678

Total sales revenues were down 35.5% with like for like revenues falling by 33.2%.  Total vehicle unit sales volumes were down 36.1% 

and down 33.6% on a like for like basis.  This higher reduction in units over and above the market reduction is due to reduced 

activity on high volume but low margin fl eet activity.  Excluding fl eet sales, our sales volumes were down 29.6% on a like for like basis.  

Gross profi ts have declined by £30.4 million year on year whereas underlying operating profi ts have declined by only £6.4 million.  

This highlights the impact of our cost reduction measures which we started in the fi rst half of 2008 which have helped ensure the 

underlying profi t margins have been maintained.

Like for like aftersales margins are holding up well at 55.7% in the car business.  Aftersales continues to be a core aspect of the 

business contributing over 44.1% of the gross profi ts of the division which is marginally ahead of last year.

   Revenue Gross Gross Underlying Underlying 
    profi t margin operating operating 
        profi t margin 
   £m £m % £m %

H1 2009   64.7 23.2 35.9 8.5 13.2

H1 2008   77.0 27.2 35.4 9.9 12.9

SUPPORT SERVICESSupport Services

Our Support Services provide a broad range of services both to the Pendragon Group and to external customers.  The services 

are provided by a number of specialist businesses which consist of contract hire and leasing, dealership management software 

systems and wholesale parts distribution.

The results for the fi rst half of 2009 are summarised as follows:



Our contract hire and leasing business experienced reduced new contract demand which had been expected in the fi rst half.  

Operating profi t fell £2.9 million to £3.3 million for the fi rst six months due to fewer disposals against last year.  The fl eet size has 

reduced to 13,789 from 14,963 at the beginning of the year.  

Pinewood Technologies, our computer software company, continues to enjoy good demand for its Pinnacle DMS solution.  The roll 

out to the Pendragon Group car dealerships was completed last year and the full rollout to Support Service businesses will be 

completed this year.  Pinewood made £3.9 million operating profi t in the fi rst half of 2009 compared to £3.6 million in the fi rst 

half of 2008.

Quickco experienced signifi cant turnover reduction year on year predominantly in the areas of supply to accident repair centres 

and to Ford main dealers. Reduced volumes to accident repair centres refl ects our decision to move away from providing extended 

credit terms to some customers especially where our margins were already being squeezed.  In the light of reduced volumes year 

on year, the Quickco management team has focused on reducing cost.  Cost reductions in excess of £0.9 million year on year have 

left Quickco in a strong position to improve profi ts going forward.

CHIEF EXECUTIVE’S OPERATIONAL REVIEW cont.
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RISKS AND UNCERTAINTIESRisks and uncertainties

8

SUPPORT SERVICESSupport Services (continued)

We set out in our 2008 annual report the risk factors we believed could cause our actual future group results to differ materially 

from expected results.  The risks identifi ed were: business conditions, the level of new vehicle production, vehicle manufacturer 

dependencies, changes to manufacturers’ incentive programmes, used car prices and profi t margins, franchise agreements, liquidity 

and fi nancing and regulatory compliance risk, competition, reliance on certain members of management staff, failure of information 

systems, reliance on the use of signifi cant estimates, internal control risks and health and safety risks.  These were set out on pages 

17-18, 24-29 and 31 of the 2008 annual report.  The Board has recently reviewed the risk factors and confi rms that they should 

remain valid for the rest of the year.  For the remainder of the year the Board considers the main areas of risk and uncertainty that 

could impact profi tability to be the general economy, used car prices and consumer demand in particular.

CURRENT TRADING AND PROSPECTSCurrent trading and prospects

The year has started off in line with our expectations and this continues to be the case.  Used car margins have improved 

signifi cantly and through further investment in used car stock we anticipate a growth in our sales volumes in the second half.  The 

new car market has risen for the fi rst time year on year in July which gives us reason for some guarded optimism in this area.  We 

expect the aftersales market to continue to perform well.

At this stage we see the rest of the year remaining in line with our expectations with the new car market helped by the scrappage 

scheme, used car prices remaining strong and the benefi ts of our cost reduction programme continuing.

TREVOR FINN

Chief Executive

18 August 2009
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CONDENSED CONSOLIDATED INCOME STATEMENT
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Interim Results
for the six months ended 30 June 2009

 6 Months to 30.06.09 6 Months to 30.06.08 Year to 31.12.08

 Before    Before  Before
 non- Non-  non-  non-
 recurring recurring Total recurring Total recurring Total
 £m £m £m £m £m £m £m

Revenue 1,578.3 8.1 1,586.4 2,461.0 2,477.6 4,025.5 4,162.4

Cost of sales (1,331.3) (7.4) (1,338.7) (2,141.2) (2,156.8) (3,495.8) (3,619.2)

Gross profi t  247.0 0.7 247.7 319.8 320.8 529.7 543.2

Operating expenses (217.7) 3.1 (214.6) (273.5) (281.7) (503.9) (674.1)

Operating profi t / (loss) 
before other income 29.3 3.8 33.1 46.3 39.1 25.8 (130.9)

Other income - gain / (losses) 
on sale of businesses and property - 0.3 0.3 - 2.1 - (5.2)

Operating profi t / (loss) 29.3 4.1 33.4 46.3 41.2 25.8 (136.1)

Finance expenses (29.5) (1.4) (30.9) (41.1) (41.1) (83.0) (94.2)

Finance income 8.9 - 8.9 12.2 20.5 25.4 33.7

Net fi nance costs (20.6) (1.4) (22.0) (28.9) (20.6) (57.6) (60.5)

Share of post tax profi t 
from joint venture - - - 0.5 0.5 2.2 (4.0)

Profi t / (loss) before taxation 8.7 2.7 11.4 17.9 21.1 (29.6) (200.6)

Income tax expense (4.3) (1.1) (5.4) (4.0) (8.1) 10.4 40.5

Profi t / (loss) for the period 4.4 1.6 6.0 13.9 13.0 (19.2) (160.1)

       

Earnings per share       

Basic earnings per ordinary share   0.9p  2.0p  (25.2)p

Diluted earnings per ordinary share   0.9p  2.0p  (25.2)p

Notes

8

9

10

12

12

All amounts are unaudited
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CONDENSED CONSOLIDATED STATEMENT 
OF COMPREHENSIVE INCOME

     6 Months to 6 Months to 12 Months to
     30.06.09 30.06.08* 31.12.08
     £m £m £m

Profi t / (loss) for the period     6.0 13.0 (160.1)

   

Foreign currency translation differences for foreign operations   1.2 (0.1) (1.3)

Effective portion of changes in fair value of cash fl ow hedges   - 1.4 -

Defi ned benefi t plan actuarial gains and losses    (26.8) (5.2) (71.7)

Income tax relating to defi ned benefi t plan actuarial gains and losses  7.5 1.4 20.1

Adjustment in respect of minimum funding requirement on defi ned benefi t plans  2.9 4.2 42.1

Income tax relating to adjustment in respect of minimum funding requirement on 
defi ned benefi t plans     (0.8) (1.2) (11.8)

Other comprehensive income for the period, net of tax   (16.0) 0.5 (22.6)

Total comprehensive income for the period    (10.0) 13.5 (182.7)

* See change of accounting policy note 3.
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CONDENSED STATEMENT OF CHANGES IN EQUITY
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  Share  Share  Other  Translation  Retained 
  capital  premium  reserves differences earnings Total
  £m £m £m £m £m £m

Balance at 1 January 2008  32.8 56.8 15.1 (0.4) 202.9 307.2

Total comprehensive income for 2008  - - - (1.3) (181.4) (182.7)

Dividends  - - - - (15.9) (15.9)

Share based payments  - - - - 0.2 0.2

Disposal of own shares in share trusts  - - - - 0.1 0.1

Balance at 31 December 2008  32.8 56.8 15.1 (1.7) 5.9 108.9

      

Balance at 1 January 2009  32.8 56.8 15.1 (1.7) 5.9 108.9 

Total comprehensive income for 6 months 
to 30 June 2009  - - - 1.2 (11.2) (10.0)

Share based payments  - - - - 0.5 0.5

Issue of ordinary shares  0.1 - - - - 0.1

Balance at 30 June 2009  32.9 56.8 15.1 (0.5) (4.8) 99.5

The loss included in retained earnings for 2008 of £181.4 million represents a loss attributable to owners of the parent of £160.1 

million and actuarial losses and minimum funding adjustments on defi ned benefi t pension plans of £21.3 million (£29.6 million less 

tax £8.3 million).

The loss included in retained earnings for six month period to 30 June 2009 of £11.2 million represents a profi t attributable to 

owners of the parent of £6.0 million and actuarial losses and minimum funding adjustments on defi ned benefi t pension plans of 

£17.2 million (£23.9 million less tax £6.7 million).
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      restated *
     30.06.09 30.06.08 31.12.08
     £m £m £m

Non-current assets   

Property, plant and equipment     319.3 376.5 336.3

Goodwill     371.8 419.8 372.2

Other intangible assets     2.7 2.0 2.4

Derivative fi nancial instruments     20.6 - 38.5

Investment in joint venture     - 5.9 -

Total non-current assets     714.4 804.2 749.4

Current assets   

Inventories     413.2 842.7 655.8

Trade and other receivables     134.8 248.3 133.6

Cash and cash equivalents     92.8 71.5 154.6

Non-current assets classifi ed as held for sale    38.9 55.7 37.3 

Total current assets     679.7 1,218.2 981.3

Total assets     1,394.1 2,022.4 1,730.7

Current liabilities

Interest bearing loans and borrowings     (81.1) (27.4) (82.2)

Trade and other payables     (709.7) (1,208.4) (922.5)

Deferred income     - (0.9) -

Current tax payable     (19.7) (20.7) (19.8)

Provisions     (21.5) (3.5) (33.4)

Total current liabilities     (832.0) (1,260.9) (1,057.9)

Non-current liabilities   

Interest bearing loans and borrowings     (350.0) (326.7) (468.2)

Derivative fi nancial instruments     - (5.0) -

Deferred income     (19.8) (19.8) (19.7)

Deferred tax liabilities     (2.7) (44.6) (4.0)

Retirement benefi t obligations     (83.4) (49.1) (65.4)

Provisions     (6.7) (8.0) (6.6) 

Total non-current liabilities     (462.6) (453.2) (563.9) 

Total liabilities     (1,294.6) (1,714.1) (1,621.8) 

Net assets     99.5 308.3 108.9

   

Capital and reserves   

Called up share capital     32.9 32.8 32.8

Share premium account     56.8 56.8 56.8

Capital redemption reserve     2.5 2.5 2.5

Hedging reserve     - 1.4 -

Other reserves     12.6 12.6 12.6

Translation reserve     (0.5) (0.5) (1.7)

Retained earnings     (4.8) 202.7 5.9

 Total equity attributable to equity shareholders of the Company   99.5 308.3 108.9

CONDENSED CONSOLIDATED BALANCE SHEET 

* see note 3 
All amounts are unaudited
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
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     6 Months to 6 Months to 12 Months to
     30.06.09 30.06.08 31.12.08
     £m £m £m

Cash fl ows from operating activities    

Profi t / (loss) for the period     6.0 13.0 (160.1)

Adjustment for income from joint venture    - (0.5) 4.0

Adjustment for net fi nancing expense     22.0 20.6 60.5

Adjustment for taxation     5.4 8.1 (40.5)

     33.4 41.2 (136.1)

(Profi t) / loss on sale of businesses and property    (0.3) (2.1) 5.2

Depreciation and amortisation     24.9 30.0 56.3

Share based payments     0.5 0.2 0.2

Impairment of property, plant and equipment    - - 15.2

Impairment of assets held for sale     - - 11.9

Goodwill impairment     0.4 6.8 58.1

Decrease in working capital     14.8 18.3 42.8

Cash generated from operations     73.7 94.4 53.6

Interest paid     (34.0) (32.0) (75.1)

Interest received     0.5 9.4 11.0

Taxation (paid) / refunds received     (0.1) - 15.0

Net cash from operating activities     40.1 71.8 4.5

   

Cash fl ows from investing activities   

Proceeds from sale of businesses     0.6 3.1 7.7

Purchase of property, plant and equipment    (52.1) (77.6) (150.1)

Proceeds from sale of property, plant and equipment    42.1 60.5 130.6

Receipts from sales of investments     - 0.1 0.1

Net cash used in investing activities     (9.4) (13.9) (11.7)

    

Cash fl ows from fi nancing activities   

Payment of capital element of fi nance lease rentals    (1.6) (2.2) (4.1)

Repayment of unsecured bank loans     (89.4) (24.0) (44.0)

Repayment of loan notes     - (0.1) -

Proceeds from issue of unsecured loans    - - 169.4

Dividends paid to shareholders     - (12.7) (15.9)

Net cash used in fi nancing activities     (91.0) (39.0) 105.4

    

Effects of exchange rate changes on cash held    (1.5) - 3.8

Net (decrease) / increase in cash and cash equivalents   (61.8) 18.9 102.0

Opening cash and cash equivalents     154.6 52.6 52.6

Closing cash and cash equivalents     92.8 71.5 154.6

Notes

15



Pe
nd

ra
go

n 
PL

C
In

te
rim

 R
ep

or
t 

09

14

NOTES

1. Pendragon PLC is a company domiciled in the United Kingdom.  The condensed consolidated interim fi nancial statements of 

the Company as at and for the six months ended 30 June 2009 comprise the Company and its subsidiaries (together referred to 

as the “Group”) and the Group’s interest in jointly controlled entities.

    

2. Statement of compliance

 

These condensed consolidated interim fi nancial statements have been prepared in accordance with International Accounting 

Standard 34 “Interim Financial Reporting” as endorsed by the European Union.  They do not include all the information required 

for full annual fi nancial statements, and should be read in conjunction with the consolidated fi nancial statements of the Group as 

at and for the year ended 31 December 2008.

    

 These condensed consolidated interim fi nancial statements were approved by the board of directors on 18 August 2009 and are 

unaudited.

    

3. Signifi cant accounting policies

As required by the Disclosure and Transparency Rules of the Financial Services Authority, the condensed set of fi nancial statements 

has been prepared applying the accounting policies and presentation that were applied in the preparation of the Company’s 

published consolidated fi nancial statements for the year ended 31 December 2008 except for the adoption on 1 January 2009 of 

IAS 1 “Presentation of Financial Statements” (revised 2007) and IFRS 8 “Operating Segments”.

    

(a) Determination and presentation of operating segments 

As of 1 January 2009 the Group adopted IFRS 8 “Operating Segments”. The Group determines and presents operating segments 

based on the information that internally is provided to the Board, who are the Group’s chief operating decision maker. This is 

consistent with the segments previously presented in accordance with IAS 14 “Segment Reporting”. The new accounting policy in 

respect of segment operating disclosures is presented as follows. 

Comparative segment information has been re-presented in conformity with the transitional requirements of IFRS 8. Since the 

change in accounting policy only impacts presentation and disclosure aspects, there is no impact on earnings per share.  An 

operating segment is a component of the Group that engages in business activities from which it may earn revenues and incur 

expenses, including revenues and expenses that relate to transactions with any of the Group’s other components. An operating 

segment’s operating results are reviewed regularly by the Board to make decisions about resources to be allocated to the segment 

and assess its performance, and for which discrete fi nancial information is available. Segment results that are reported to the 

Board include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. Unallocated 

items comprise mainly corporate assets (primarily the Company’s headquarters), head offi ce expenses, and income tax assets and 

liabilities. Segment capital expenditure is the total cost incurred during the period to acquire property, plant and equipment, and 

intangible assets other than goodwill.

(b) Presentation of fi nancial statements 

The Group applies revised IAS 1 “Presentation of Financial Statements” (revised 2007), which became effective as of 1 January 

2009. As a result, the Group presents in the consolidated statement of changes in equity all owner changes in equity, whereas all 

non-owner changes in equity are presented in the consolidated statement of comprehensive income. This presentation has been 

applied in these condensed interim fi nancial statements as of and for the six months period ended on 30 June 2009. Comparative 

information has been re-presented so that it also is in conformity with the revised standard. Since the change in accounting policy 

only impacts presentation aspects, there is no impact on earnings per share.



(c) Restatement

IFRIC 14 “IAS 19 The Limit on a Defi ned Benefi t Asset, Minimum Funding Requirements and their Interaction” was adopted in the 

prior year as described in the Company’s published consolidated fi nancial statements for the year ended 31 December 2008.  As 

a consequence of the adoption of IFRIC 14 the prior period has been restated to the extent that on the balance sheet there has 

been an increase in the retirement benefi t obligation of £40.8 million and a decrease in the deferred tax liability of £11.4 million.  

As a consequence retained earnings decreased by £29.4 million.   On the consolidated statement of comprehensive income the 

other comprehensive income for the period increased by £3.0 million.

(d) Amendment to IFRS 2 “Share-based Payment - Vesting Conditions and Cancellations” 

This amendment clarifi es the defi nition of vesting conditions, introduces the concept of non-vesting conditions, requires non-

vesting conditions to be refl ected in grant date fair value and provides the accounting treatment for non-vesting conditions and 

cancellations.  The amendments to IFRS 2 will become mandatory for the Group’s 2009 consolidated fi nancial statements, with 

retrospective application.  There will be no impact upon the fi nancial statements. 

There are a number of other accounting standards that have become effective in the current period. However, there is no material 

impact upon the fi nancial statements.

4. Estimates   

 

The preparation of interim fi nancial statements requires management to make judgements, estimates and assumptions that affect 

the application of accounting policies and the reported amounts of assets and liabilities, income and expense.  Actual results may 

differ from these estimates.

    

 Except as described below, in preparing these condensed consolidated interim fi nancial statements, the signifi cant judgements 

made by management in applying the Group’s accounting policies and the key sources of estimation uncertainty were the same as 

those that applied to the consolidated fi nancial statements for the year ended 31 December 2008.

    

During the six months ended 30 June 2009 management reassessed its estimates and assumptions in respect of employee post 

retirement benefi t obligations.  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 and return on assets, details of which are provided in note 19 below.

    

5.  The comparative fi gures for the fi nancial year ended 31 December 2008 are not the Company’s statutory accounts for that 

fi nancial year.  Those accounts have been reported on by the Company’s auditors and delivered to the registrar of companies.  The 

report of the auditors was (i) unqualifi ed, (ii) did not include a reference to any matters to which the auditors drew attention by 

way of emphasis without qualifying their report, and (iii) did not contain a statement under section 237(2) or (3) of the Companies 

Act 1985.
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NOTES continued

6. Non-recurring items

Expenses and income incurred or received during the year, which due to their size and nature of being items that are typically non-

recurring, are drawn out for separate disclosure as non-recurring items.

     6 Months to 6 Months to 12 Months to
     30.06.09 30.06.08 31.12.08
     £m £m £m

Within operating expenses:   

Goodwill impairment     (0.4) (6.8) (58.1)

Impairment of property, plant and equipment    - - (15.2)

Operating losses and closure costs incurred on closed businesses   (6.1) (4.5) (19.7)

Impairment of assets held for sale     - (2.5) (11.9)

Redundancy costs     - - (5.4)

Inventory write down     - - (24.9)

Professional fees     (1.3) - (1.5)

VAT assessment provision     11.6 - (26.8)

Exceptional VAT refund - net of costs     - 6.6 6.8

     3.8 (7.2) (156.7)

   

Within other income - gains / (losses) on the sale of businesses and property:   

Gains on the sale of businesses     0.1 0.7 0.9

Gains / (losses) on the sale of property     0.2 1.4 (6.1)

     0.3 2.1 (5.2)

   

Within fi nance expense:   

Refi nancing related professional costs and bank waiver fees   (1.4) - (11.2)

   

Within fi nance income:   

Interest received on VAT refund      - 8.3 8.3

   

Within share of profi t / (loss) before tax from joint venture:   

Impairment of investment in joint venture    - - (6.2)

   

Total non-recurring items     2.7 3.2 (171.0)

Goodwill impaired during the period was £0.4 million (2008: £6.8 million).   

Group tangible fi xed assets and assets held for sale have been reviewed for possible impairments.  As a result of this review no 
impairment charge is deemed necessary for the period (2008: £2.5 million).    

Losses incurred on the closure of businesses amounted to £6.1 million (2008: £4.5 million).  These costs include wind down 
expenses, losses on assets, redundancy and vacant property occupancy costs.



At 31 December 2008 the Group had made provision of £26.8 million 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 period with HM Revenue and Customs 

conceding the case.  As a consequence of this the provision in respect of this matter of £16.2 million 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.  We continue to defend our position but deem it appropriate to increase our 

provision by £4.6 million as a best estimate of further amounts payable in respect of this issue (including potential interest and 

penalties).  The total provision for VAT assessments as a consequence of these two movements has therefore decreased to £15.2 

million at 30 June 2009.

   

During the previous period a VAT refund of £6.6 million net of costs in respect of VAT overpaid on demonstrator vehicles over the 

period 1973 to 1996 was received together with a receipt of associated interest of £8.3 million disclosed within fi nance income.

   

During 2008, particularly the second half of the year, values of used cars fell dramatically resulting in certain stock suffering an 

exceptional loss in value compared to its realisable value.  In addition, given the dramatic fall in demand for certain types of new 

cars which resulted in signifi cantly higher stock levels, the cost of this stock was higher than its realisable value.  This fall in value 

was unprecedented and was not expected to recur.  A stock provision of £24.9 million was therefore recognised in the full year 

accounts of 2008 in respect of these issues and presented as a non-recurring item.  Those conditions also had a knock on impact 

in our Contract Hire business where the repurchase commitments in respect of vehicles at the end of the contract life resulted in 

the need for an impairment provision in the full year accounts of 2008 of £6.3 million in respect of the vehicles which are classifi ed 

in fi xed assets.

   

Other income, being the profi t on disposal of businesses and property comprises £0.1 million profi t on the disposal of motor 

vehicle dealerships (2008: £0.7 million) and a £0.2 million profi t on sale of properties (2008: £1.4 million).  

   

Following the successful refi nancing of the Group in April 2009, this resulted in a change to the previous fi nancing arrangements.  

As a consequence, the difference between the carrying amount of the previous fi nancing and the recognition of the new fi nancing 

at its fair value, together with the fi nancing costs incurred, have been recognised in the income statement.  In the previous year 

the Group incurred a fee of £2.9 million in respect of deferral of covenant measurements at the year end as part of the bank 

refi nancing negotiations.  Under IAS 39, this amount should have been treated as modifi cation of terms of the loan and as such 

amortised over the life of the loan using the effective interest rate method.  Management considered there was no future economic 

benefi t derived from that payment as it related only to the deferral of covenant measurements at December 2008 and as such 

recorded that amount directly in the income statement as a non-recurring item.  In addition the non-recurring professional fees and 

costs of £8.3 million in respect of the refi nancing of the Group were expensed in 2008 and presented as a non-recurring item.

   

In the fi rst half of 2009, as a result of the successful three year refi nancing of the Group, the Board concluded that it was not 

necessary to pursue equity raising.  Professional costs of £1.3 million which had been incurred in respect of preparatory work in 

this respect have therefore been expensed as a non-recurring item.
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NOTES continued

7. Segmental analysis

6 month period   Evans
to 30 June 2009 Stratstone Halshaw Chatfi elds Contracts Parts Technology Central Total
 £m £m £m £m £m £m £m £m

Total gross segment turnover  611.8 869.9 58.7 17.2 33.7 13.8 - 1,605.1

Inter-segment turnover  - - - (5.1) (11.3) (10.4) - (26.8)

 611.8 869.9 58.7 12.1 22.4 3.4 - 1,578.3

Revenue from non-recurring activities 4.8 3.3 - - - - - 8.1

Revenue from external customers 616.6 873.2 58.7 12.1 22.4 3.4 - 1,586.4

        

Operating profi t 12.4 15.1 1.4 3.5 1.5 4.0 (8.6) 29.3

Other income and non-recurring items (4.1) (2.4) - - - - 10.6 4.1

Share of post tax profi t from joint venture - - - - - - - -

Net fi nance cost (1.8) (1.9) (0.5) (1.2) - 0.1 (16.7) (22.0)

Profi t before tax 6.5 10.8 0.9 2.3 1.5 4.1 (14.7) 11.4

        

Reconciliation to tables in CEO review     

Operating profi t as above 12.4 15.1 1.4 3.5 1.5 4.0 (8.6) 29.3

Allocation of central overheads (4.0) (3.9) (0.2) (0.2) (0.2) (0.1) 8.6 -

Segment result as presented in CEO tables 8.4 11.2 1.2 3.3 1.3 3.9 - 29.3

6 month period   Evans
to 30 June 2008 Stratstone Halshaw Chatfi elds Contracts Parts Technology Central Total
 £m £m £m £m £m £m £m £m

Total gross segment turnover  968.0 1,348.6 102.6 23.4 36.5 17.1 - 2,496.2

Inter-segment turnover  - - - (7.7) (14.1) (13.4) - (35.2)

 968.0 1,348.6 102.6 15.7 22.4 3.7 - 2,461.0

Revenue from non-recurring activities 2.2 14.4 - - - - - 16.6

Revenue from external customers 970.2 1,363.0 102.6 15.7 22.4 3.7 - 2,477.6

        

Operating profi t 18.7 20.3 3.2 6.4 0.3 3.7 (6.3) 46.3

Other income and non-recurring items (5.7) (5.6) - - - - 6.2 (5.1)

Share of post tax profi t from joint venture - - - - - - 0.5 0.5

Net fi nance cost (3.9) (1.8) (0.5) (2.4) 0.1 0.2 (12.3) (20.6)

Profi t before tax 9.1 12.9 2.7 4.0 0.4 3.9 (11.9) 21.1

        

Reconciliation to tables in CEO review        

Operating profi t as above 18.7 20.3 3.2 6.4 0.3 3.7 (6.3) 46.3

Allocation of central overheads (2.9) (2.7) (0.2) (0.2) (0.2) (0.1) 6.3 -

Segment result as presented in CEO tables 15.8 17.6 3.0 6.2 0.1 3.6 - 46.3
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Year ended   Evans
31 December 2008 Stratstone Halshaw Chatfi elds Contracts Parts Technology Central Total
 £m £m £m £m £m £m £m £m

Total gross segment turnover  1,506.6 2,271.2 174.5 39.6 76.8 25.9 - 4,094.6

Inter-segment turnover  - - - (23.1) (28.8) (17.2) - (69.1)

 1,506.6 2,271.2 174.5 16.5 48.0 8.7 - 4,025.5

Revenue from non-recurring activities 106.1 30.8 - - - - - 136.9

Revenue from external customers 1,612.7 2,302.0 174.5 16.5 48.0 8.7 - 4,162.4

        

Operating profi t 5.9 13.1 4.0 9.0 1.8 7.3 (15.3) 25.8

Other income and non-recurring items (56.9) (33.0) (13.2) (8.8) - - (50.0) (161.9)

Share of post tax profi t from joint venture - - - - - - (4.0) (4.0)

Net fi nance cost (8.7) (4.1) (1.2) (4.7) 0.2 0.5 (42.5) (60.5)

Profi t before tax (59.7) (24.0) (10.4) (4.5) 2.0 7.8 (111.8) (200.6)

        

Reconciliation to tables in CEO review        

Operating profi t as above 5.9 13.1 4.0 9.0 1.8 7.3 (15.3) 25.8

Allocation of central overheads (7.0) (7.0) (0.4) (0.3) (0.3) (0.3) 15.3 -

Segment result as presented in CEO tables (1.1) 6.1 3.6 8.7 1.5 7.0 - 25.8

7. Segmental analysis continued

The segments disclosed above are consistent with those segments formerly disclosed under IAS 14.  We do not consider there to 

have been any material change of the assets of the segments during the period under review.

8. Finance costs

     6 Months to 6 Months to 12 Months to
     30.06.09 30.06.08 31.12.08
     £m £m £m

Interest expense:   

Interest payable on bank borrowings      6.6 8.9 20.4

Interest payable on loan notes     4.0 4.8 9.6

Debt issuance costs     1.1 0.4 0.9

Refi nancing related professional costs and bank waiver fees   1.4 - 11.2

Vehicle stocking plan interest     6.7 15.1 28.5

Interest payable on fi nance leases     0.2 0.3 0.5

Interest on pension scheme obligations     9.6 9.5 18.7

Less interest capitalised     - - (0.1)

     29.6 39.0 89.7

Fair value loss – interest rate swaps     - - 0.1

Unwinding of discounts in contract hire residual values    1.3 2.1 4.4

Total fi nance costs     30.9 41.1 94.2
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NOTES continued

9. Finance income

10.  Based upon the anticipated profi t before taxation for the full year, the effective tax rate for 2009 is estimated at 48.5% (2008: 

38.4%).  The effective rate for 2009 is higher than the current UK tax rate due to the relatively high value of expenses recognised 

in the income statement that are not tax deductible (namely goodwill impairment and depreciation on showrooms).  

     6 Months to 6 Months to 12 Months to
     30.06.09 30.06.08 31.12.08
     £m £m £m

Fair value gains – interest rate swaps     0.7 0.3 -

Interest receivable on bank deposits     0.5 1.1 2.7

Interest on pension scheme assets     7.7 10.8 22.7

Exceptional interest income on VAT refund (note 6)    - 8.3 8.3

Total fi nance income     8.9 20.5 33.7

11.  There was no fi nal dividend paid in respect of 2008 (2007: 2.00p per ordinary share amounting to £12.7 million).

No interim dividend is proposed (2008: 0.50p per ordinary share).

Number of shares (millions)     30.06.09 30.06.08 31.12.08
     Number Number Number

 Weighted average number of shares used in basic and adjusted earnings 
per share calculation     637.0 636.0 636.1

Weighted average number of dilutive shares under option   30.4 1.2 -

Diluted weighted average number of shares used in diluted earnings 
per share calculation     667.4 637.2 636.1

12. Earnings per share

     6 Months to 6 Months to 12 Months to
     30.06.09 30.06.08 31.12.08
     pence pence pence

Basic earnings / (losses) per share     0.9 2.0 (25.2)

Effect of adjusting items     (0.2) (0.5) 22.2

   

Adjusted earnings / (losses) per share      0.7 1.5 (3.0)

   

Diluted earnings / (losses) per ordinary share    0.9 2.0 (25.2)

   

The calculation of basic, diluted and adjusted earnings per share is based on: 
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12. Earnings per share continued

Earnings     6 Months 6 Months 12 Months
     30.06.09 30.06.08 31.12.08
     £m £m £m

Earnings for basic and diluted earnings per share calculation   6.0 13.0 (160.1)

   

Adjusting items:   

Goodwill impairment     0.4 6.8 58.1

Impairment of investment of joint venture    - - 6.2

Impairment of property, plant and equipment    - - 15.2

Impairment of assets held for sale     - 2.5 11.9

Losses incurred on closed businesses     6.1 - 19.7

Redundancy costs     - - 5.4

Exceptional VAT refund (note 6)     - (6.6) (6.8)

Profi t / (loss) on business and property disposals    (0.3) (2.1) 5.2

Refi nancing related professional costs and bank waiver fees   1.4 - 11.2

Professional fees     1.3 - 1.5

VAT assessment provision     (11.6) - 26.8

Inventory write down     - - 24.9

Exceptional interest income on VAT refund (note 4)    - (8.3) (8.3)

Tax effect of adjusting items     1.1 4.1 (30.1)

Earnings / (losses) for adjusted earnings per share calculation   4.4 9.4 (19.2)

The directors consider that the adjusted earnings per share fi gures provide a better measure of comparative performance.  

13. Business  disposals

During the period the Group has disposed of a motor vehicle dealership generating proceeds of £0.6 million and a profi t on 

disposal of £0.1 million.  In addition the Group sold properties generating proceeds of £2.1 million and profi ts of £0.2 million.

   

Capital expenditure in relation to new property and development of existing properties amounted to £3.9 million.  Other capital 

expenditure and disposals relate principally to motor vehicles.  There are no signifi cant capital commitments at 30 June 2009.
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NOTES continued

14. Assets 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 the next 12 months.  No impairment losses have been recognised in the income statement for the six months to 

30 June 2009 on remeasurement of these properties to the lower of their carrying amount and their fair value less costs to sell 

(2008: £2.5 million).

   

During the period to 30 June 2009 non-current assets classifi ed as held for sale disposed of realised a profi t of £0.2 million.

   

The major classes of assets comprising the assets held for sale are:

     30.06.09 30.06.08 31.12.08
     £m £m £m

Goodwill     - 0.6 -

Property, plant and equipment     38.9 55.1 37.3
   
     38.9 55.7 37.3

15. Cash and cash equivalents

     30.06.09 30.06.08 31.12.08
     £m £m £m

Bank balances and cash equivalents     92.8 71.5 154.6

16. Net borrowings

     30.06.09 30.06.08 31.12.08
     £m £m £m

Cash and cash equivalents (note 15)     92.8 71.5 154.6

Current interest bearing loans and borrowings    (81.1) (27.4) (82.2)

Non-current interest bearing loans and borrowings    (350.0) (326.7) (468.2)

Derivative fi nancial instruments     20.6 (5.0) 38.5

     (317.7) (287.6) (357.3)
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17. Refi nancing

Term loan    £m £m

    June 2009 20.0

    December 2009 20.0

    June 2010 20.0

    December 2010 20.0

    June 2011 20.0

    December 2011 20.0

    April 2012 90.0

Total term loan     210.0

Revolving credit facility    April 2012 210.0

     420.0

As a result of the adverse trading conditions experienced in the prior year the Group negotiated new borrowing facilities and on 

30 April 2009 new loan agreements restructuring the existing loans and loan notes have been made as follows:

Loan notes   Expiry date Fair value at Fair value 
    30.06.09 net of swaps 
     at 30.06.09 

5.65% USD 110 million loan notes 2011  April 2012 69.1 57.7

5.95% USD 67 million loan notes 2014   February 2014 43.0 34.8

5.95% GBP 17 million loan notes 2014   February 2014 18.1 17.1

    130.2 109.6

 The holders of the 2014 loan notes have an option to require repayment in April 2012. 

Hedge accounting in relation to the exchange and interest rate swaps remain effective.   

   

Terms of refi nancing     

 

Margin    

Term loan and revolving credit facility: 3.25%, an increase of 2.35% over the margin previously payable.

USD denominated loan notes: a new coupon of 9.310%

GBP denominated loan notes: a new coupon of 9.834%

Both of these new coupon rates refl ect a blended increase in margin over that previously payable of 2.50% after taking into account 

the new maturities.

A commitment fee in respect of undrawn amounts is payable at 1.625% of the undrawn amounts.

    

Restructuring fee    

1% of the total commitments (term loan, revolving credit facility and loan notes).
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NOTES continued

17. Refi nancing continued

Warrants    

7.5% of the issued share capital at 30 April 2009 (or the cash equivalent of such 2.5% payable on the earlier of maturity or 

repayment of facilities).

    

Success and stabilisation fee    

At each anniversary of the facility agreements, 1% of the commitments at that date, payable in cash or shares of the Company, 

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

time elapsed between the fi nal anniversary and the date of repayment or maturity, payable in cash or shares of the Company.  At 

maturity or repayment, 2.50% of the commitments at that date, payable in cash or shares of the Company.

    

The cost of the success and stabilisation fees and all elements of the lenders margin are considered to be ongoing costs of fi nancing, 

which were not incurred at the date of refi nancing and as such are to be amortised over the life of the loan using the effective 

interest rate.

    

Covenants     

 The new facilities are subject to covenants with respect to debt/EBITDA, absolute EBITDA and fi xed charge cover.

    

Security     

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

debtors and certain vehicle stocks.  The balance sheet value of these assets at 30 June 2009 is £505 million.

    

Professional fees     

Total professional fees of the refi nancing were £8.3 million which were expensed in 2008 as a non-recurring item.  Further 

professional fees of £2.6 million have been expensed in 2009 as a non-recurring item as part of the accounting for the extinguishment 

of the existing loan arrangements, as discussed below.

     

Recognition of loan     

 Existing loan arrangements which were in place as at 30 April 2009 have been extinguished in full as part of this refi nancing exercise. 

Costs of £17.3 million incurred on refi nancing have been expensed during the period in line with IAS39 “Financial Instruments” 

and the new loan fi nance has been recognised at fair value, which the directors consider, having consulted with their lenders and 

advisors is £386.2 million. The net effect of this on the 2009 fi nancial statements is to recognise a loss in the income statement, 

amounting to £1.4 million which is shown as a non-recurring fi nance cost.
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17. Refi nancing continued

 Amount Currency Expiry date Margin 

Netherlands £23.5m Floating GBP Earlier of April 2012 or on demand 3.25%

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

Financing of overseas businesses    

The Group has facilities to fi nance our property holding company in the Netherlands and to fund our US businesses.  As part of 

the refi nancing, the following facilities have been agreed:

The refi nanced Netherlands facility results in an increased margin over that previously payable of 1.75%.  An arrangement fee of 1% 

of the commitment was paid during the period together with a fee of 5% of the average outstanding commitment over the term, 

payable at maturity or repayment of the facility.

  

The refi nanced USA facility results in an increase in margin over that currently payable of 1.25%.  An arrangement fee of 1% of the 

commitment is also paid during the period.

    

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

certain vehicle stocks (included within the £505m quoted above).

     30.06.09 30.06.08 31.12.08
     £m £m £m

Warranty service provision     6.3 8.9 7.4

Vacant property     6.7 2.6 5.8

VAT Assessment (note 6)     15.2 - 26.8

Total     28.2 11.5 40.0

Non-current     6.7 8.0 6.6

Current     21.5 3.5 33.4

Total     28.2 11.5 40.0

18. Provisions

19. Pension scheme obligations

The net liability for defi ned benefi t obligations has increased from £65.4 million at 31 December 2008 to £83.4 million at 30 June 

2009.  The increase of £18.0 million comprises contributions of £7.9 million, a charge to the income statement of £2.0 million and 

a net actuarial loss of £23.9 million.  The net actuarial loss has arisen in part to changes in the principal assumptions used in the 

valuation of the scheme’s assets and liabilities over those used at 31 December 2008.  The assumptions subject to change are the 

infl ation rate 3.5% (2008: 3.0%) and the rate of increase in pensions in payment to 3.6% (2008: 3.2%).  The discount rate remains 

unchanged at 6.3%.



Pe
nd

ra
go

n 
PL

C
In

te
rim

 R
ep

or
t 

09

26

NOTES continued

20. Related party transactions

There have been no new related party transactions that have taken place in the fi rst six months of the current fi nancial year that 

have materially affected the fi nancial position or performance of the Group during that period and there have been no changes in 

the related party transactions described in the last annual report that could do so.

21. Going concern

On 30 April 2009, the Group concluded facility negotiations with its lenders, as set out in note 17.  The directors have assessed the 

future funding requirements of the Group and the Company and compared them to the level of committed available borrowing 

facilities.  The assessment included a detailed review of fi nancial forecasts, fi nancial instruments and hedging arrangements and 

a review of group cash fl ow projections.  As explained in the CEO Review trading conditions remain challenging, however, the 

Group’s forecasts and projections, taking account of reasonably possible scenarios, show that the Group should be able to operate 

within the level of its borrowing facilities for the foreseeable future.

Having undertaken this work, the directors are of the opinion that the Company and the Group have adequate resources to 

continue in operational existence for the foreseeable future.

RESPONSIBILITY STATEMENT

We confi rm to the best of our knowledge:

(a)  The condensed set of fi nancial statements has been prepared in accordance with IAS 34 “Interim Financial Reporting” as 

adopted by the European Union;

(b) the interim management report includes a fair review of the information required by:

(i)  DTR 4.2.7R of the Disclosure and Transparency Rules, being an indication of important events that have occurred during the 

fi rst six months of the fi nancial year and their impact on the condensed set of fi nancial statements; and a description of the 

principal risks and uncertainties for the remaining six months of the year ; and

(ii)  DTR 4.2.8R of the Disclosure and Transparency Rules, being related party transactions that have taken place in the fi rst six 

months of the current fi nancial year and that have materially affected the fi nancial position or performance of the entity during 

that period; and any changes in the related party transactions described in the last annual report that could do so.

By order of the Board,

TG Finn

Chief Executive,

DR Forsyth

Finance Director

18 August 2009
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Introduction

We have been engaged by the Company to review the condensed set of fi nancial statements in the half-yearly fi nancial report for 

the six months ended 30 June 2009 which comprises the Condensed Consolidated Income Statement, Condensed Consolidated 

Balance Sheet, Condensed Consolidated Cash Flow Statement, Condensed Consolidated Statement of Recognised Income and 

Expense and the related explanatory notes. We have read the other information contained in the half-yearly fi nancial report and 

considered whether it contains any apparent misstatements or material inconsistencies with the information in the condensed set 

of fi nancial statements.

This report is made solely to the Company in accordance with the terms of our engagement to assist the Company in meeting the 

requirements of the Disclosure and Transparency Rules (“the DTR”) of the UK’s Financial Services Authority (“the UK FSA”). Our 

review has been undertaken so that we might state to the Company those matters we are required to state to it in this report 

and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than 

the Company for our review work, for this report, or for the conclusions we have reached.

Directors’ responsibilities

The half-yearly fi nancial report is the responsibility of, and has been approved by, the directors. The directors are responsible for 

preparing the half-yearly fi nancial report in accordance with the DTR of the UK FSA.

As disclosed in note 2, the annual fi nancial statements of the Group are prepared in accordance with IFRSs as adopted by the EU. 

The condensed set of fi nancial statements included in this half-yearly fi nancial report has been prepared in accordance with IAS 34 

Interim Financial Reporting as adopted by the EU.

Our responsibility

Our responsibility is to express to the Company a conclusion on the condensed set of fi nancial statements in the half-yearly 

fi nancial report based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland) 2410 Review 

of Interim Financial Information Performed by the Independent Auditor of the Entity issued by the Auditing Practices Board for 

use in the UK. A review of interim fi nancial information consists of making enquiries, primarily of persons responsible for fi nancial 

and accounting matters, and applying analytical and other review procedures. A review is substantially less in scope than an audit 

conducted in accordance with International Standards on Auditing (UK and Ireland) and consequently does not enable us to obtain 

assurance that we would become aware of all signifi cant matters that might be identifi ed in an audit. Accordingly, we do not express 

an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the condensed set of fi nancial statements in 

the half-yearly fi nancial report for the six months ended 30 June 2009 is not prepared, in all material respects, in accordance with 

IAS 34 as adopted by the EU and the DTR of the UK FSA.

G Watts

for and on behalf of KPMG Audit Plc

Chartered Accountants 

Birmingham

18 August 2009
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Financial calendar

Final results for 2009 announced February 2010 

Annual general meeting April 2010

Headquarters and registered offi ce 

Loxley House 

2 Oakwood Court 

Little Oak Drive 

Annesley 

Nottinghamshire, NG15 0DR 

Telephone 01623 725200

Fax 01623 725010

Web www.pendragonplc.com

Registrars

Capita IRG PLC

The Registry

Beckenham Road

Beckenham

Kent, BR3 4TU
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