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Directors’ Report

The Directors are pleased to submit their report which
includes the Statements on Corporate Governance and the
audited financial statements for the year ended 31
December 2016.

1. Activities

The main activities of the group are the sale, hire and
maintenance of motor vehicles and motorcycles, including
the sale of tyres, oil, parts and accessories.

2 Strategic And Operationa! Review

An analysis of the functional performance ofthe group, is
provided on pages 7 to 48. The mainfinancial KPIs of the
group are revenue, profit before tax, earnings per share and
gearing. The additional information required to be disclosed
in the Strategic and Operational Review is detailed below.

Corporate Social Responsibility and Diversity

The group has a long-standing Corporate and Social
Responsibility agenda and further details of this are inctuded
on page 59 of our annual report. Additional informationon
which the directors are required by law to report is set out
below and in the following:

— Directors’Report

— Chairman’s Statement on Corporate Governance

~ Corporate Social Responsibility Review

— Audit Committee Report

— Directors’ Remuneration Report

— Directors’ Responsibility Statement

The UK Corporate Governance Code includes a
recommendation that boards should consider the benefits
of diversity, including gender when making board
appointments. The Board recognises theimportance of
genderbalanceandconsidersthisissueamongthewider
issues of diversity where the most important requirement is
toensurethatthereis anappropriaterange ofexperience,
balance of skills and background on the Board. We will
continuetomakechangestothe composition ofthe Board
irrespective ofgenderoranyformofdiscrimination sothat
the best candidate is appointed.

Principal Risks and Uncertainties

The group's business activities, financial condition, results of
operations orthe company’s share price could be affected
by any or all of the following principal risks or uncertainties:

Global Economy

The new and used car markets are influenced by general
economic conditions, including changes in interest rates, fuel
prices, indirect taxation, the cost and availability of credit and
other factors which affect levels of consumer confidence.

The demand for new cars can be cyclical as it follows the
general UK economy, which in some years will lead to
reduced margins caused by oversupply. This could have an
adverseimpact onthe earnings of the group, althoughitis
likely thatthis would be mitigated by potential increasesin
both the used car market and the aftersales market as
customers substitute nearly new for new cars, or spend more
keepingtheiroldvehiclesroadworthy. Despitethegeneral
uncertaintyinthe economy severalyears ago, thegroup’s
businesshasprovedtoberesilientagainstthisbackground
and has continued to be profitable.

Manufacturers’ Financial Stability

The group relies on its manufacturer partners for a
significantproportion ofits revenues and profits. Thefailure
of a manufacturer could have a significant impact on the
short-term profitability of aretailer partner. The group has
attempted to mitigate this risk by having trading relationships
withalarge number of manufacturers, sothattheimpactof
any one manufacturer failing would be reduced.

Liquidity and Financing

The group uses anumberof methods to fundits day to day
business. These methods are (i) bank borrowings by way of
committedborrowingfacilities (Bankingfacilities of £235.0
million, maturing March2020); (ii) frommanufacturerand
third party finance houses through uncommitted stocking
facilities to fund the purchase of stock; and (iii) from
suppliers by way of trade credit. A withdrawal of any of these
financingfacilities or afailuretorenewthemas they expire
couldleadto asignificant reductionin the trading ability of
the group. Howeverthe group’sbalance sheethasbeen
strengthened significantly overthe pastfive yearsandthis
togetherwiththerenewal ofthe group’s bankingfacilitiesin
2015, provides sufficient liquidity andfunding.

Exchange Rates

The group is affected by currency fluctuations to the
extent that a large proportion of our manufacturer partners
either source parts or manufacture vehicles overseas. The
relationship of the Euro against Sterling is considered to be
the primary factor that could impact on this either to a
beneficial or negative effect. The Boardis aware ofthe
uncertainties and seeks to mitigate this by ensuring the
group retains a broad mix of the major manufacturers, both
UK and overseas, to limit the effect.

Block Exemption Aftersales / General Exemption Sales
The franchise agreement legislation for the automotive
sector changed in June 2013. Aftersales agreements
continue to be legislated by a Block Exemption, dictating
that aftersales businesses meeting manufacturers qualitative
standards criteria have an entitlement to represent the
brands aftersales service and parts franchise.
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2. Strategic And Operational Review {continued)

Sales agreements are granted by car manufacturers based
onstandards, butagreements arerestricted toterritories
granted by manufacturers, whoalso determinechoice of
partner, enabling them to restrict the number of outlets any
dealer can hold or entry into the sales franchise.

By continuing to focus on providing excellent customer
facilities, excellent customer service and providing high level
representation for the group’s manufacturer partners,
current business relationships will be maintained, providing
opportunities for selective growth.

Competitive Nature of the Market
Themotorvehicledistributionmarketis highly competitive
and comprises a smallnumber of large dealer networks,
similarto Lookers, downto alarge numberof muchsmaller
operators. Inaddition, the marketincludesinternet-based
dealers and private individuals. The franchised businesses
also compete in the aftersales market which comprises
similarfranchisedbusinesses, supplyandfitchains,anda
large number of small independent garages and bodyshops.

The market therefore offers customers different options
depending upon price and quality of service they wishto
take, with owners of new and nearly new vehicles tending to
use the franchised businesses and owners of older vehicles
tending towards the smaller independent provider. The
group’s franchised businessesrely on the quality of their
customerservice andthe abilitytoadjustpricing, enabling
them to react to local competitive conditions.

The partsdistributionbusiness continuedto operateina
very competitive market place, dominatedbyafewlarge
players. The differentiatorin this marketis the quality of
customer service offered by the group’s businesses, which
continues to give the competitive edge where price
differences would not be enough. The parts business was
soldon4 November2016.

Government Legislation

In addition to franchise regulation rules noted above,
changes to the government's transport policy or other
statutory regulations for example in relation to the
environment, could adversely affect the group’s profitability
if, as a result, customers choose to use alternative forms of
transport.

Information Systems and Data Security

Thegroupis dependentuponanumberofbusiness critical
systems which, ifinterrupted for any length of time, could
have a material effectonthe efficientrunning ofthe group’s
businesses. The Board has implemented a series of
contingency plans which would enable the group to resume
operations within a short space oftime, thus mitigatingthe
likelihood of materialloss. Our IT security team monitors
cybersecurity threats and uses software and processesin
place to deal withincidents which may occur. The Boardis
aware of its obligations to protect confidential data and has
taken steps to implement systems and procedures to further
improve data security.

Manufacturers’ Influence

The group’s activities are also influenced by manufacturers
inotherways. Thetiming, frequency and efficiency of new
model roll-outs and changesin consumers’ perception of
these models and brands could materially affect the group’s
business. Similarly, manufacturers use a series ofincentive
schemesto supportnewcarsales, warranty programmes
etc. and changes or discontinuation of these schemes could
also affect the group’s business. By representing over thirty
marques, thegroupbelievesthatthisdiversityreducesthe
impact to the group that manufacturers’ influence could
cause.

3. Dividends and Shares

Ordinaryshares of5peach.

Aninterimdividendof 1.28pperordinary sharewas paidon
25 November 2016 (2015: 1.07p). The directors are
recommendingafinal dividendof2.36pperordinary share
(2015: 2.05p) which will be payable on 31 May 2017
following approval at the Annual General Meeting, bringing
the total dividend for 2016 to 3.64p (2015: 3.12p).
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4. Directors

The following were directors of the company atthe end of
the financial year and thereafter. Their interests in the issued
ordinary share capital of the company were as follows:

31.12.16 31.12.15

Number Number
D.C.A. Bramall 63,487,636 63,487,636
A.C. Bruce 642,086 642,086
N.A.Davis 277,041 277.041
R.A.Gregson 357.815 357,815
W.Holmes 54,666 54,666
N.J. McMinn 160,000 160,000
R. S.Walker - -
P.M. White 53,716 53,716
S. J.Cabrini - -

Details of directors’ share options are shown in the Directors’
Remuneration Report.

All holdings are beneficial.
S. J. Cabrini was appointed a director on 1 January 2016.
N. A. Davis resigned as a director on 4 November 2016.

Therewasnochangeintheinterests ofthe Directorsin
shares or share options of the company between 31
December2016and 8 March2017.

The mid-market price of the ordinary shares at 31 December
2016 was £118.0 and the range during the year was £0.925
to £1.85.

As permitted by the Company’s articles of association, the
Board has decided that all directors will retire from office at
the 2016 Annual General Meeting and will seek re-election
bythe shareholders. Biographical details ofallthedirectors
are included on pages 30 to 37. Following formal
performance evaluation by the board, the Chairman confirms
thateach ofthedirectors standingforre-electioncontinues
to be effective and demonstrates commitment to the role.

There are no other contracts with the company or its
subsidiaries in which a director of the company has any
interest, other than service contracts (executive directors) or
letters of appointment (non-executive directors).

The company has made qualifying third party indemnity
provisions for the benefit of all the directors, such indemnity
provisionswereinforceduringtheyearandremaininforce
atthe date ofthisreport.

5. Approval Of The Directors’ Remuneration Report

The company will propose at the 2017 Annual General
Meeting an ordinary resolution to seek shareholder approval
of the Directors’ Remuneration Report for the financial year
ended 31 December 2016 (other than the part containing
the Directors’ remuneration policy which will be covered by a
separate resolution). The Directors’ Remuneration Report
canbefound on pages 62 to 81. The vote on the Directors’
Remuneration Reportis advisory in nature and the directors’
entittement to remuneration is not conditional onit being
passed.

The company will also propose at the Annual General
Meeting an ordinary resolution to seek shareholder approval
ofthe Directors’ remuneration policy setoutonpages64to
71 ofthe directors’ Remuneration Reportfor the financial
yearended 31 December2016.

The Companies Act 2006 requires the remuneration policy
tobeputto shareholdersforapprovalannually unlessthe
approved policy remains unchanged, in which case it need
only be put to shareholders for approval at least every three
years. Asthe policy has changedinthe yearthis willbe put
forward for resolution again. The remuneration policy sets
out how the company proposes to pay the directors and
includes details of the company's approach to recruitment,
remuneration and loss of office payments.

Theresolutionthis yearfollows extensive consultationwith
shareholders and further details are included in the Directors
Remuneration Report.

Thevoteonthisresolutionisbindingand, ifpassed, will
meanthatthe Directors’ can only make remuneration
paymentsin accordance with the approved policy unless
such payments have been approved by a separate
shareholder resolution.

6. Ethical Employment

It is the group’s policy to offer equal opportunities to
disabled persons applyingforvacancies andprovidethem
with the same opportunities for employment, training, career
development and promotion as are available to all
employees, within the limitations of their aptitude and
abilities. In the event of members of staff becoming disabled,
everyeffortismadetoensurethattheiremploymentwiththe
group continues and appropriate arrangements are made.

Employmentwithinthe groupis offered onthe basis ofthe
person’s ability to work and not on the basis of race,
individual characteristics, sexual orientation, creed or
politicalopinion.
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7. Donations

Charitable donations amounted to £34,581 (2015: £38,040).

No political donations were made (2015: £nil).

8. Auditor

Inthe case ofeach ofthe persons who are Directors ofthe

company at the date when this report was approved:

+ sofaraseachisaware, thereis norelevant audit
information (as defined by the Companies Act 2006)
of whichthe company’s auditoris unaware; and

+ eachofthe Directors hastaken all the steps that he/
she ought to have taken as a Director to make
himself/herself aware of any relevant audit information
and to establish that the company’s auditor is aware of
that information.

This confirmation is given and should be interpreted in
accordance with the provisions of S418 of the Companies
Act 2006.

9. Supplier Payment Policy

Thegroupdoes notformally followthe better payment
practice codeissued by the Department of Tradeand
Industry because, in line with industry practice,
manufacturersinsist upondirectaccess to our bank
accounts and they take funds to pay for both vehicles
and parts when they fall due. Other suppliers are
generally paid in accordance with their terms of trading.
At 31 December 2016, the trade creditors of the group
andthecompanyrepresented25and 159days

(2015: 29 and 137 days) purchases respectively.

10. Derivatives and Financial Instruments
Thegroup’streasury activities are operatedwithinpolicies
and procedures approved by the Board, which include
defined controls on the use of financial instruments
managing the group’s risk. The major financial risks faced by
the grouprelatetointerestrates and funding. The policies
agreedformanaging these financial risks have remained
the same since the beginning of the period under review,
and are summarised below.

Thegroupfinancesits operations by a mixture of retained
profits, bank borrowings, stock financingandcommercial
paper. Toreduce the group’s exposure to movementsin
interest rates, the group seeks to ensure that it has an
appropriate balance between fixed and floating rate
borrowings. The group uses interest rate swaps and collars
inordertomanageits exposuretointerestraterisk; allsuch
arrangements are approved by the Boardin line with its
treasury policies.

The group seeks to ensure continuity of funding by taking
out certain borrowings which are repayable in instalments
over periods of at least three years. Short-term flexibility is
achievedbyoverdraftfacilities.

The group has no significant exposure to foreign currency,
nor does it undertake any trading in financial instruments.

Refer to notes 17, 20, 21 and 31 of the notes to the
Financial Statements for furtherinformationin this area.

11. Substantial Shareholdings
On8March2017thefollowingshareholders, sofarasthe
Directors are aware, had aninterestin 3% or more ofthe
issued ordinary share capital of the company:

At8 March 2017 At31December2016
D.C.A.Bramall 63,487,636shares 63,487,636 shares
andFamily (16.01%) (16.01%)
StandardLife 34,984,911shares 37,916,685 shares
Investments (8.82%) (9.56%)
Schroder 18,566,701shares 13,057,308 shares
Investment (4.68%) (3.29%)
Management
Limited
BAE Systems 16,486,936shares 16,957,293 shares
Pensions (4.16%) (4.28%)
Black Rock 12,119,778shares 12,248,544 shares
(3.06%) (3.09%)

TheDirectors have notbeennotifiedofanyotherholders of

3% or more of the issued ordinary share capital.

By Order of the Board

QLA
G. MacGeeki

Company Secretary

8 March 2017

Corporate Governance

52



Chairman’s Statement on Corporate Governance

Compliance Statement

The Board of directorsis collectively accountabletothe
company’sshareholdersforgoodcorporategovernance
and is committed to achieve compliance with the principles
of corporate governance setoutinthe 2014 UK corporate
governance code issued by the Financial Reporting Council
(the“Code”). Throughout 2016 the company has beenin
compliance with the provisions set outin the Code.

The company is committed to the principles of corporate
governance contained in the 2014 UK Corporate
Governance Codeissued by the Financial Reporting
Council (“the Code”) for which the Board is accountable
to shareholders.

The Board have reviewed the contents of this report and
considerthe document, takenas awhole, tobefair, balanced
and understandable and provides the information necessary
for shareholders to assess the company’s position and
performance, business model and strategy. The basis for this
view is that all of the directors are furnished with the
requisite information to perform their duties and are
provided access to key members of managementasthey
require. The Board meetregularlyandare givenadequate
time to probe, debate and challenge business performance
asandwhentheyconsideritnecessarytodoso. TheBoard
hasalsodiscussed the detail ofthe financial results withthe
Audit Committee and are satisfied they have been prepared
appropriately. Having gained athorough understanding of
the business eachmemberhas also had the opportunity to
review and influence this report and as such have concluded
inline with the statement above.

The Board

The Board of directors at the start of the financial year

under review comprised four executive directors and five

non-executive directors. W.Holmes, R. S. Walkerand S. J.

Cabrini (appointed 1 January 2016)are consideredtobe

independentnon-executive directors.

The Code requires a balance of executive and non-executive

directors such that no individual or small group of individuals

candominate the Board’s decision-making process. The
number and quality of the non-executive directors onthe

Board, withtheircombination of diverse backgrounds and

expertise, ensures this principleis met.

The Board has a documented schedule of matters reserved

for its decision which includes the following:

— agreeingobjectives, policies and strategies, and
monitoring the performance of the executive
management;

— approvalofthe group’sstrategicplans andbusinessplans;

— approval of annual and interim results;

— deciding on major changes in organisation and the shape
ofthe group, including entry into new fields of operation
and departure from those which are no longer considered
to be appropriate; and

— approvingmajorindividual capital projects.

The Chairman takes responsibility for ensuring the directors
receive accurate, timely and clear information. Monthly
financial information is provided to the directors. Regular and
ad hoc reports and presentations are circulated, with all
Board and committee papers being issuedinadvance of
meetings by the Company Secretary. Inadditiontoformal
Board meetings, the Chairman maintains regular contact with
the Chief Executive and the other directors to discuss
specificissues. Infurtherance of their duties, the directors
have fullaccesstothe services ofthe Company Secretary
and may take independent professional advice at the
company'’s expense. The Chairman believes that given the
experience and skills of its particular directors, the
identification of general training needs is best left to the
individual’s discretion. Ifany particular development need

is identified through the Board's formal appraisal process or
by anindividual director, the company makes the necessary
resources available. The Chairman takes overall
responsibility for the directors training.

Director Roles

P.M.Whiteisthe Non-Executive ChairmanandA. C.Bruce
is the Chief Executive Officer. The Chairman leads the Board
and the Chief Executive Officer manages the group and
implements the strategy and policies adopted by the Board.

The division of responsibilities between the role of Chairman
and Chief Executive Officer has been set out in writing.

W. Holmes is the Senior Independent Director. Itis the prime
responsibility of the Senior Independent Director to provide
acommunicationchannel betweenthe Chairmanandthe
Non-Executive Directors andto ensure thatthe views of
eachnon-executivedirectorare givendue consideration.
The Company Secretary would minute any unresolved
concernsexpressedbyanydirector.

The company maintains appropriate directors’ and officers’
insurance in respect of legal action against its directors.

Lookers plc Annual Report & Accounts 2016
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Attendance at Meetings

The following table shows the attendance of directors at
regular Board meetings and at meetings of the Audit,
Remuneration and Nomination Committees.

Scheduled meetings held in 2016

Board Audit Remuneration Nomination
Number held 11 3 2 1
Number attended
D. C. A. Bramall 10 1* 1*
A. C. Bruce 11 1* 1*
S. J. Cabrini 11 3 2 1
N. Davis 9
R. A. Gregson 11 3* 1*
W. Holmes 11 3 2 1
R. S. Walker 11 3 2 1
N. J. McMinn 1
P. M. White 11 3** 2 1

*in attendance by invitation of the Committee for all or part of the meeting.
**in attendance by invitation of the Committee for all of 2 meetings.

Appointmentand Selection of Directors

Appointments

The Code requires there to be a formal, rigorous and
transparent procedure for the appointment of appropriate
newdirectors, which shouldbe made on meritandagainst
objective criteria. The Board has an established Nominations
Committee for this purpose and its terms of reference are
available from the Company Secretary.

The Board approves the appointment and removal of
directors.

The Board is aware of the other commitments of its non-
executive directors and is satisfied that these do not conflict
with their duties as non-executive directors of the company.

The service contracts of executive directors and the letters
of appointment of non-executive directors are available for
inspection at the company’s registered office during normal
business hours and atthe Annual General Meeting.

Directors receive induction on their appointment to the
Board as appropriate, covering matters such as the
operation and activities of the group (including key financial
and businessriskstothe group’s activities), therole ofthe
Board and the mattersreserved forits decision, thetasks
and membership of the principal Board Committees, the
powers delegated to those Committees, the Board’s
governance policies and practices, andthegroup’slatest
financial information. The training and induction process for
directorstakesintoaccountthe developmentofthe group
and applicable governance standards. Major shareholders
are offered the opportunity to meet new directors as any
appointmentsaremade.

The requirement to propose directors for re-appointment at
regular intervals is met by applying the company’s Articles of
Association. These require that at each Annual General
Meeting not less than one-third of the directors who are
subject to retirement by rotation must retire, andthat any
director, who was not appointed at either of the two previous
Annual General Meetings and who has served as a director
for more than two years since appointment or last re-
appointment, hastoretire.

In accordance with the Code, each new non-executive
director is appointed for a specified term, being an initial
period from appointment to the next Annual General Meeting
wheretheywillbe subjecttore-appointmentatthatmeeting,
forafurther period ending notlaterthan the Annual General
Meeting held three years thereafter. There is a general
assumption on the part of the Board that independent
non-executive directors will not normally be invited to stand
for re-appointment after serving six years.

Nomination Committee

The Nomination Committee comprises P. M. White, W.
Holmes, R. S. Walker and is chaired by P.M. White. The
Committee reviews the size, structure and composition of the
Board and Committees and makes recommendations to the
Board with regard to any changes that are considered
necessary. The Committee also reviews the time required of
non-executive directors.

The Nomination Committee is responsible for assisting the
Board in the formal selection and appointment of directors
(including non-executive directors) and considers
succession planning for the Board. In considering an
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appointment, the Nomination Committee evaluates the
balance of skills, knowledge and experience ofthe Board
and prepares a description of the role and capabilities
required for a particular appointment. In identifying suitable
candidates, open advertising or external search agencies
willbe used bythe Committee, where appropriate. Italso
considers potential candidates and recommends
appointments of new directors to the Board. The
appointments are based on merit and made against
objective criteria including the time available and
commitment which will be required of the potential director.

The Committee has the power to employ the services of
suchadvisorsasitdeemsnecessaryinordertocarryoutits
responsibilities and may retain appropriate executive search
consultants having prepared a job specification for the role.

The UK Corporate Governance Code includes a
recommendation that boards should consider the benefits
of diversity, including gender, when making board
appointments. The Board recognisesthe importance of
genderbalanceandconsidersthisissueamongthewider
issues of diversity where the most important requirementis
toensurethatthereisanappropriaterangeofexperience,
balance of skills and background on the Board.

Evaluation of Board Performance
Aformalindependentevaluationexerciseinrelationtothe
Board and its Committees was undertaken in 2016 by Aretai
Consulting Limited (which has no other connection with the
company). This consideredthe balance of skills, experience,
independence and knowledge of the company on the board,
its diversity including gender, how the board works together
asaunitand otherfactors relevantto its effectiveness.

The results of that evaluation indicated that the Board (and its
Committees), generally, operated effectively. Certain
recommendationswere madeas aresultofthisevaluation
and these either have been or will be subsequently
implemented. Afollow-up evaluation will be performedin
2019. The evaluation of the effectiveness of individual
Directorswas, inthe case ofthe non-executive directors,
carried out by the Chairman and, in the case of the Chairman,
by the non-executive directors, in each case taking account
ofthe views ofthe executivedirectors. Theevaluation ofthe
effectiveness ofthe executive directorswas carried outas
part of the annual appraisal procedure by the Chief Executive
in the case of the other executive directors and by the
Chairmanin the case of the Chief Executive Officer.

Accountability and Audit

Going Concern

Atfter making enquiries, the directors have formed a
judgement, at the time of approving the financial statements,

thatthereis areasonable expectation that the group has
adequate resources to continue in operational existence for
the foreseeable future. In forming this view, the directors
have reviewed trading and cash flow forecasts and have also
takeninto considerationthatthe group’s bankingfacilities
remain available to them and are appropriate given the
group’s current trading, medium-term plans and conditionsin
the global economy. For this reason the directors continue to
adopt the going concern basis in preparing the financial
statements. Further details surrounding the directors’
rationale regarding the going concern assumption are
included in Principal Accounting Policies on page 91.

Viability Statement

Inaccordancewith provisionC.2.2. ofthe UK Corporate
Governance Code, the directors have assessed the viability
ofthe company over athree year period to 31 December
2019. The directors believe this period to be appropriate
asthe company's strategic plan which has been approved
by the board encompasses this period. In making their
assessment the directors have considered the company’s
current financial position and performance, cash flow
projections including future capital expenditure, in relation
to the availability of finance and funding facilities and have
considered these factors in relation to the principal risks and
uncertainties which are included in the directors’ report.

During 2016, the Board carried outarobust assessment
oftheprincipalrisksfacingthegroup,includingthosethat
wouldthreatenits business model, future performance,
solvencyorliquidity. Thedirectors believethatthe group
iswellplacedtomanageits businessrisks successfully,
havingtakenintoaccountthe group’sprincipal risks and
uncertainties. Accordingly, the Board believes that, taking
into account the group’s current position, and subject to the
principalrisks faced by the business, the group will be able
tocontinueinoperationandto meetitsliabilities astheyfall
due for the period up to 31 December 2019.

Internal Control

The Code requires the company to maintain a sound system
ofinternal controlto safeguard shareholders’investment
and the company’s assets. The Board must review the
effectiveness ofthe systematleastannually, coveringall
material controls, including financial, operational and
compliancecontrols andriskmanagementsystems, and
report to shareholders that it has done so. The Tumbull
Report, adopted by the UK Listing Authority, provides
guidance for compliance with that part of the Code.
TheBoard confirmsthatthereisanongoing processfor
idontifying, evalualing and managing the significant risks
facedbythe company. Steps arebeingtakentoembed
internal control and risk management further into the
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operations of the businesses and to deal with areas of
improvement which come to management’s and the Board'’s
attention. The process has been in place throughout the year
and up to the date of approval of the Annuai Report and
Accounts. Itisregularly reviewed by the Boardand accords
with the guidelines set out in the FRC'’S Internal Control:
Guidance on Risk Management, internal control and related
financial and businessreporting.

The Board confirms that the actions it considers necessary
havebeen orare beingtakentoremedy suchfailings and
weaknesseswhichithasdeterminedtobesignificantfrom
its review of the system of internal control. This has involved
considering the matters reported to it and developing
plans and programmesthatitconsidersarereasonablein
thecircumstances. The Directors acknowledgethatthey
areresponsibleforthe group’s system of internal control,
for setting policy on internal control and for reviewing the
effectiveness of internal control. The role of managementis
toimplement Board policies on risk and control.

The system of internal control is designed to manage
rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable, and not
absolute, assurance against material misstatement or
loss. Inthe yearthere have been no significantinternal
control issues.

The group has an internal audit function that reports to
the AuditCommittee. Detailed control procedures exist
throughout the operations of the group and compliance is
monitored by management, internal auditors, and, to the
extent that they consider necessary to support their audit
report, the external auditor.

Theboardconfirmsithasperformedits annualreviewofthe
effectivenessofinternal control. The Boardhas concluded
that, as at 31 December 2016, the Group’s systems of
control over financial reporting were effective.

Relations with Shareholders

The company places considerable importance on
communications with shareholders and responds to them on
a wide range of issues. It has an ongoing programme of
dialogue and meetings with major institutional shareholders,
where awiderange ofrelevantissuesincluding strategy,
performance, management and governance are discussed.
The Chairmanmakeshimselfavailableto meetany major
shareholder, as required.

All company announcements are posted on our website
www.lookers.co.uk as soon as they are released. Qur
website contains a dedicated investor relations section,
www.lookersplc.com, with an archive of pastannouncements
andpresentations, historical financial performance, share
price data and a calendar of events.

The principal communication with private investors is
through the Annual Report, the Interim Report and the
Annual General Meeting. A presentation is made at the
Annual GeneralMeetingto facilitate greaterawareness of
the group’s activities. Shareholders are given the opportunity
to ask questions of the Board and ofthe Chairman of each
Board Committee andto meettheDirectorsinformally after
the meeting. Separate resolutions are proposed foreach
item ofbusiness andthe ‘for’, ‘against’ and ‘vote withheld’
proxy votes cast in respect of each resolution proposed

at the Meeting are counted and announced after the
shareholders present have voted on each resolution. Notice
of the Annual General Meeting is posted to shareholders
atleasttwenty one daysbeforethe date ofthe Annual
General Meeting.

P. M. White
Chairman
8 March 2017
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Report from the Chairman of the Audit and Risk Committee

Reportfromthe Chairman ofthe Auditand Risk
Committee (“ARC”)

The ARC comprises Bill Holmes (chair) Richard Walkerand Sally
Cabrini. Sally Cabrinijoined the ARC in February 2016, replacing
Phil White.

The ARC metformally three times during 2016. Each of these
meetings wereattended by the Board Chairman, the Chief
Financial Officer and the Internal AuditManager. The Deloitte
auditteam including the engagement partner also attended all
three meetings to discuss and evaluate their work and
conclusions on the 2015 audit, and to present their audit

plan for the 2016 year end.

The ARC also metinformally on several occasions to consider
the audit tender process and the selection of auditors described
inmore detail below. Inadditionto these meetingsthereisa
regular dialogue between the Committee members, and with the
ChiefFinancial Officerand Intemal AuditManager.

The key responsibilities of the ARC are to:

- review critical accounting estimates and theirimpact on the
financial statements,

monitor the quality and the performance of the internal and
external auditors,

set policy for the use of the external auditor for non-audit work,
review and evaluate the group’s control of risk and its
policiesforriskmanagement,

assess the quality of disclosure inthe financial statements
and otherformal documents,

consider the evidence for the Board's conclusions on the
group’slongtermyviability.

Principal areas of focus in 2016

Selection of Auditors

Following discussion within the ARC and with the Board

as towhich firms should participate, auditand tax proposals
were requested from the four largest UK accounting firms.

All participating firms were aware that appointment as auditors
would preclude involvement in any tax work and the need for any
material non audit work to be approved in advance by

the ARC.

We received three audit and four tax proposals; one firm
being unwilling to propose for the audit, as it would have

required them to cease to act on an ongoing project. The firms
proposingweregivenfullaccesstothewiderfinanceandtax
team at Lookers prior to submitting their proposals.

Two members of the ARC and the Chief Financial Officer
reviewed all proposal documents, and attended all auditand tax
presentations. The views of the selection committee were
discussed withinthe ARC and with the Chairman prior to formal
Board recommendation. The ARC recommendedto the Board
that Deloitte be reappointed as auditors, and confirmedthe
appointmentofPatrick Loftusas auditpartner. The auditfee
estimate submitted by Deloitte was also recommended for

approval. EY’s proposalto provide tax advisory and compliance
serviceswas recommended by the Finance Directorand agreed
bythe ARC.

Oversight of risk issues and risk management

The Committeehas continuedtoincreaseits focusonriskand
riskissues, inlinewiththe greaterattentionand visibilitythey
receiveinthe business as awhole. We have continued our
involvement in the developmentof the risk register, which is now
periodically reviewed by the Main Board. The substantial
progress mentionedin last year's reportin making this a working
document has continued, with specific tasks and individual
responsibilities clearlyidentified.

There are now quarterly meetings of the operational risk
subcommitteewhichischairedbythe ChiefFinancial Officer
andattendedbyamemberofthe ARC. This subcommittee
receives reports from the individuals named as responsible for
specific riskissues, and monitors their progress in reducing and
responding to them.

Performance of internal audit

The head of intemal audit attends ARC meetings and copiesall
internal audit reports tothe ARC chairman. Internal audit results
are discussed as part of the ARC’s standing agenda. The
improvement in internal audit grades noted in 2015 has not
continued in 2016, with a small decline in average ratings across
the group. The acquisition of several large businesses over the
lasttwotothreeyearspartially explainsthisresult,as someof
these businesses have taken time to adjust to new procedures
and documentation. The ARC is discussing with internal audit
waysinwhichwe can capture any decliningperformanceon
compliance by individual dealerships more quickly, and flagit for
remedial action.

Therewillbe afocusin 2017 on ensuring thatfollow up
proceduresinvolve providing resource and trainingwhere
neededso thatunderperformanceis eliminated.

The ARC hasalso continued a discussionwith internal audit, and
more widely, on understanding and monitoring risks relating to
ourincreasinglycomplexandcritical IT systems, andtorisks
relatingtocompliancewith financial servicesregulationsand
best practice. Inpartthisis already dealt with by the teams
responsibleforthe operationalriskconcemed, butthe ARC
believesthatthereis scopeforimprovementinthe alignment
between risk and how intemal audit is deployed to monitorit.
Evaluating howthis can be achieved will be a priority forthe ARC
this year.

Performance of external audit
Aspartoftheauditselectionprocessweand Deloitteidentified
the need for better communication between the extemal
auditorsandthe ARC, includingmoredirectcontactbetween
theauditteamand ARC members outside formal ARC meetings.
Thisis nowhappening, andis visibleinthewayin which this
year'saudithas beenplannedanddiscussed. Deloitteis also
providing training opportunities and updatesforthe ARC.
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At the conclusion of the audit selection process we considered
the de minimis amount below which our approval would not

be required for non audit work carried out by the auditor,
andagreedthatthis shouldbe £10,000with effectfrom

1 January 2017.

Detailsofthe non-auditservicesfeeschargedforthe period
have been presented separately in Note 4. In our opinion there
arenoinconsistencies between APB Ethical Standardsfor
Auditorsandthe company’s policyforthe supply of non-audit
services oranyapparentbreachofthatpolicy. Wenotethat
non-audit fees (£1,277,000) have exceeded audit fees
(£385,000). The non-auditfeesincluded £848,000 of one off
VAT contingentfeeswheretheworkcommencedin2007 and
crystallisedin 2017, £98,000 of tax compliance services which
we have now resigned from, £130,000 working capital report in
relationtothe disposal ofthe Parts business and £60,000in
relation to due diligence on the acquisition of Drayton: We have
considered the potential threats to independence of the overall
non-audit fee level and concluded auditor independence is not
impaired. This is due to different partners leading the auditand
non-auditworkflows, a separateindependentpartner reviewing
the audit, the audit partner is not remunerated on non-audit fees
andthe quantum ofthe fees not givingrise toconcemonthe
overall economic dependence of the firm. We note that the new
EU Audit Reform guidance in relation to capping non-audit fees
as apercentage of auditfees at 70% does notcomeintoforce
until 31 December2020. Further, thetax compliancework has
now transitioned to the Group's new tax advisors as our auditors
are restricted from providing these services from 31 December
2016. The current year tax compliance and advisory fees werein
relation to the 31 December 2015 computations, as permitted in
the EU Audit Reform Guidance.

Evaluation of ARC work

There has been no specific review of the work undertaken by
the ARC during 2016, though the members of the ARC were
interviewedandtheircontributionevaluatedas partofthe
Board effectiveness review carried out by Aretai Consulting
Limitedin2016.

Areas offocus identified by the auditand risk committee
Goodwill and intangibles

The ARC consideredthe carrying value of goodwilland
intangibles of the continuing business, and particularly the
risk of overstatement in parts of the business which
underperformed against budget. We concur with the
judgements made, in the light of the action taken toimprove
orrestoreperformancein poorerperformingareas ofthe
business and also with the judgement to impair goodwill

by £1m.

Going concern

The ChiefFinancial Officer providesan assessmentofthe
company'’s ability to continue to trade on a going concern basis
foratleastthe nexttwelve months. Forecastsare basedon
financial plans agreed with the Board (budgets or forecasts), the

company’'s mostrecent trading results and also include arange
of possible downside scenarios. The assumptionsthatunderpin
the assessments are considered and discussed in detail when
the ARC meet. Theconclusionofthatreviewisincludedinthe
Directors’ report section of this report.

Stock valuation

Stock valuation s a critical issue for the business in view of
absolute stock levels and the impact of ageing, particularly
onnewandusedcar values. Based on our review of
management’s calculations, we concur with the judgement that
stock provisions are sufficient and appropriate.

Commercial income

A significant proportion of the company’s profitis derived from
the receipt of rebates from manufacturers and the ARC
considers the risks and controls over this, so as to be satisfied
thatthis is notlikely to be materially mis-stated.

Exceptional items

There are a number of exceptional items disclosed in the
accounts. The ARC has generally sought, inlinewithbest
practice, to challenge the use of exceptional items where these
are simply large amounts which might reasonably be expected
to recur in the Lookers business. We have discussed the
treatmentadoptedin the accounts with the ChiefFinancial
Officerandwiththe extemal auditor. The scale and nature of
the items has led us to conclude that the treatment adopted

is appropriate.

Pension scheme liabilities

The group operates three defined benefit schemes which have
anexcess ofliabilities over assets. Details ofthese schemes are
giveninnote29tothe accounts. The ARC hasdiscussedthe
assumptions used in calculating liabilities with the Chief Financial
Officer andwith the external auditor. We have concludedthat
theassumptionsusedare reasonable andappropriate.

Adequacy of disclosure in accounts and other documents The
ARC provides advicetothe Boardonwhethertheannual
report is fair and balanced, and whether it provides the
informationwhich shareholdersrequireto assess the company’s
performance, business model and strategy. The adviceis largely
based on areview ofkey strategicrisks.

Inthe course of our dialogue with external and internal auditors,
the Committee has considered the arrangements for reporting
by employees of concerns about possible improprieties in
financial reporting or other matters, as set outin the Employee
Handbook. We have concluded thatthere is a reasonably clear
andwelldefinedsystemforreportingof concerns. Thispolicy
and system of reporting will be reviewed annually.

W. Holmes
Chairman of the Audit and Risk Committee
8March2017
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Corporate Social Responsibility Management
OurMain Boardof Lookersis responsiblefor settingthe
group’s strategy, values and standards regarding social,
environmental and ethical issues. It delegates the
responsibility forimplementing strategy and instils values
and standards throughout the group’s businesses. The
operating companies each include social, environmental
and ethicalissues in theirrisk assessment processes.
This enables the Main Board to ensure that any potential
problems areidentifiedandcontingency strategies are
inplace.

Lookers and the Environment

Thegroupis awarethatouractivitieshaveanimpactonthe
environment. The groupiskeentofulfilits legal obligations
onthisissue and hasagroup-wide environmentalpolicyin
place. The needto deal with contamination, waste oiland
asbestos issues are at the forefront of the group’s concerns.

Onawiderlevel, Lookers supports anumberofindustry
initiatives and the group also engagesin all environmental
issues raised by stakeholders, consumers, suppliers,
shareholders and employees.

Mindful of theimpactthatourbusiness activities may have
onthe environment, the group embraces initiatives that seek
to protect our surroundings.

We continue to monitor a variety of areas that may impact
on the environment including contamination, asbestos,
waste oil, waste recycling together with energy, waterand
fuel efficiency,

As we construct and refurbish dealership premises we
incorporate the latest and most efficient building materials,
water management systems, heating & cooling plants and

lighting systems.

On an ongoing basis we continue with our electrical testing
regime, re-lighting programmes and air leak testing. Our
in-house energy management team continues to explore
energy saving initiatives as exampled by the large number
of solar PV and biomass heating & cooling installations that
we have throughout our dealership estate.

Thegroup continuestohavein place avariety ofinitiatives
and controls that measure, monitor and seek to reduce
energyusage andrelated carbonemissions. Theseresult
from regular energy surveys of our businesses. The
reduction of carbon emissions continues to be a high priority
forthe groupandwe continuewith ourreporting

responsibilities in respect of energy consumption and
managementin the followingthree areas:

1. CRC Energy Efficiency Scheme, whereby we report to the
Environment Agency each year. We have been fully
compliant for the six years ending 31 March 2016. Like
for like CO2 emissions in 201572016 reduced by 5.4%
compared to the previous year. This statistic does,
however, reflect a milder winter year on year

2 Greenhouse Gas Reporting (GHG). Thisisour third year of
reporting and the results are shown at the end of this
section. :

3 Energy Savings Opportunity Scheme (ESOS). This
reporting requirement was introduced by the European -
Union and we achieved compliance during 2015.

We actively seek to reduce waste within our businesses and
can reportthat:

{8 we continue with our water management processes
which monitor and reduce usage. Despite the company's
growth inthe last year, our like for like water charges
increased by only 2.2%.

(b) during 2016 we recycled 62.5% of all waste (2015: 64%)

Mandatory Carbon Reporting

As has been noted in previous years, the company reports
each year to the Environment Agency under the
government's CRC Energy Efficiency Scheme. The group
alignsits carbon reporting period with that used for data
submitted underthe CRC scheme (April to March).

This is our third year of mandatory carbon reporting and
covers the period 1st April 2015to 31stMarch 2016.

Ourcarbonreporting methodology isthe Greenhouse
Gas Protocol and the requirements of the Companies Act
2006 (Strategic Report and Directors’ Report) Regulations.
Our reporting boundary is the financial control method and
covers all occupied premises and vehicles operated by the
group, whetherowned orleased, relatingtoour UK based
operations. Data relating to our business in the Republic

of Ireland has been excluded. As this business
accounts for 1.3% of our turnover, this exclusion is not
considered material.

We report under Scope 1 and Scope 2 in respect of
emissions from diesel and petrol consumed, gas burned and
electricity purchased. The information relating to emissions
fromyasandelectricity has beenextractedinfullfromthe
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data that we have reported to the Environment Agency under
CRC reporting. This data is collected and collated by an
independentsuppliertothe group. Theinformationrelating
toemissionsresulting from the use of diesel and petrolhas
been extracted fromdata supplied by the group’s mainfuel
card provider. The intensity ratio being adopted is emissions
(tonnes of CO2) per million pounds ofturnover.

Our mandatory carbon reporting data for the 2015/2016
and 2014/2015 reporting years are summarised as follows:

2015/2016 2014/2015
(tCO2e) (tCO2e/Em)]| |(tCO2e) (tCO2e/E£m)

Scope 1 ;

Gas 5,074 1.26 4,140 1.27
Vehicle fuels 24517 6.11 17,762 547
Total 29,591 7.37 21,902 6.74
Scope 2

Electricity 16,471 4.10 15,705 4.84
Statutory Total 46,062 11.47 ||37.607 11.58

*Statutory carbon reporting disclosures required by
Companies Act 2006.

Lookers and Ethics

We believe thatintegrity in its relationships with customers,
suppliers, staff, shareholders, regulatory agencies and the
community is important and gains the respect of all its
stakeholders. Treating Customers Fairly is now embedded
into the group’s ethos and wili continue to be part of the
group’s culture.

We make every effortto ensure our people are aware of
these expectations and that they contribute to the high
standards required of them. This statement, together with
our corporate values, is at the heart of how Lookers
conducts its business, externally in its relationships with
stakeholders and internally through its performance
managementandpromotion processes.

Human Rights

Weare also very conscious of humanrights issues within
the company and the key area that would impact our
business would be acrass our supply chain. All of our directly
employed staff are based in the UK or the Republic of
Ireland and are covered by UK and Irish employment law.
Our supply chain in the motor division is predominantly the
major international motor manufacturers who clearly take
theseissuesvery seriously aswell.

Lookers as an Employer

Peopleare crucialtoLookers’success. Thisapproachis
reflectedinourpoliciesonrecruitmentandretention, staff
share scheme, staff communication, and health and safety.

Recruitment and Retention

We ensure thatthe group has fairemploymentterms
for our people. Employment handbooks set out formal
policies for key issues such as equal opportunities,
disciplinaryandgrievance procedures, sexual, religious
and racial harassment.

Our Group Director of People is responsible for raising
employment standards and implementing best practice
employment policies throughout the organisation.
Performance reviews are conducted at least once a year
andincludeanassessmentofeachindividual’straining
needs. We have a comprehensive training programme for
our people which has received industry recognition in the
form of national awards for the automotive industry.

Staff Communication

Webelieve that our people have arightto be keptinformed.
Regular discussions take place to keep people updated and
to seek out their ideas and opinions.

Face-to-face dialogue between managers and staff takes
place regularly; information is communicated through our
groupintranetsite“Engage”, whichis usedbythe majority
ofourstaffonaregularbasis. Wealsouse newslettersand
updates to keep our staff informed.
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Health and Safety

Weaimtodoallthatis reasonably practicableto ensure the
health, safety and welfare of our people, and others who may
be affected by our activities. The Main Board maintains
ultimate responsibility for health and safety issues at Lookers
with the manager responsible for the day-to-day
responsibility, supportedby alllevelsofmanagement. This
policy is defined in the group’s Health and Safety policy
statement and all staff areissued with, orhaveaccessto, a
detailed health and safety guide.

The statistics forthe group, under UK Health and Safety
regulationsfortheyearended 31 December2016,are set

outbelow:

2016 2015
Number of fatalities - -
Injuries resulting in absence 1 3
over three days
Major injuries reported 1 3

under RIDDOR*

Dangerous occurrences reported - -
under RIDDOR*

Number of enforcement notices - -
issued by HSE

Number of prohibition notices - -
issuedbyHSE

*Reporting of Injuries, Diseases and Dangerous Occurrences
Regulations 1995

Lookers and the Community

Lookers are committed to playing an active role in the
communities it serves. All our businesses operate their own
community programmes and fund raising charity events. In
addition, some charities are supported at a group level such
as the motor trades’ BEN and our staff choose which
charities to supporton agroup basis where we alternate
between different charities every six months.
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Annual StatementFrom The Chairman

Of The Remuneration Committee

Introduction

OnbehalfofyourBoard, | am pleasedto presentour
Directors’ Remuneration Report for the year ended 31
December 2016.

Remuneration outcomes for 2016

In 2016 we had another successful year both in terms of
progress against strategic priorities within the existing
businessandincompletionofthe sale ofthe partsbusiness.
Lookers has continued its strategy of growth through
acquisition by reinvesting proceeds from the sale of the
parts division to acquire Knights North West Limited and
Warwick Holdings Limited. Tumover for the yearincreased to
£4.3billion,a17%increase against2015. Adjusted profit
beforetax ("ABPT"}increased by 7% to £77.1 miliion.

The performancetargetforthe annualbonus arrangement
forthe CEO and FD (now CFO with effect from 1 January
2017)wasbased onthe APBT ofthe company andthefigure
for payment of the maximum opportunity of 150% of salary
was £84.7 million. Actual performancewas £77.2 million,
which resulted in a bonus of 100% salary being paid to
those executive directors in respect of 2016. The 2016
bonus of the managing director of the motor division (now
COO with effect from 1 January 2017) is based on a
combinationofthisAPBT targetandthe performance ofthe
division. The Committee believesthatthe bonus outcomes
are fair in the context of the overall performance of the
company. Details of bonus payments for executive directors
aresetoutonpage70.

As part of the long term incentive structure introduced in
2013 which envisaged a three year integrated programme of
long term incentives, awards granted in 2014, 2015 and
2016 were due to complete their performance period atthe
end of the year. The maximum Adjusted EPS targets over the
period weremetwhichincluded meetingthe requirements
wherebythe exercise pricereducesto£1inaggregate. Full
details are provided on page 71.

Summary of remuneration committee decisions in 2016

In 2016 we undertook a full review of the Directors’

RemunerationPolicy. Aswecommunicatedlastyear,we

soughtin particularto restructure the longtermincentive

arrangements to simplify remuneration. As aresult ofthe

review we are seeking shareholder approval for an amended

Directors’ Remuneration Policy to be adopted effective from

the 2017AGM.

A summary of the main amendments to the policy approved

atthe2015AGMare:

+ Restructuring awards for 2017 onwards to operate more
market-aligned performance share planawards;

+ Introduction of a post-vesting holding period to LTIP
awards; and

* Increasetothe LTIP opportunity forthe CEO from 100%
to 150% of salary. There is no change to the LTIP
opportunity for the CFO or COO, which remains at 100%
of salary.

Basedon performance overrecentyears, the Committee
firmly believesthatAndy Bruceistheright ChiefExecutive
Officer to lead Lookers into its next growth phase. The
Committee seeks to ensure that he is appropriately
incentivised and aligned to focus him over the coming years
todeliveronthatstrategy. WhilstrecognisingthatAndy's
basesalaryislowcomparedto market,the Remuneration
Committee continue to take the view that a substantial
increasetorealignbase salary would notbeinline withthe
philosophy of pay for performance at Lookers. Instead, the
additional opportunity gives additionalincentivisation for
Andy to reach stretch targets and aligns the Chief Executive
Officer more closely with shareholder value.

The Committee’s view is that alongside the increase to share
ownership guidelines implemented for 2016, the revised
policy increases alignment between executive pay and
shareholdervalueaswellas simplifyingthewaywepayour
executives.

Remuneration in 2017

The base salaries of the executive directors were increased
by 1% with effectfrom 1 January 2017 in line with similar
increasesappliedacrossthecompany.

The bonus opportunity for executive directors will be up to
150%of salarybasedon ABPT targets forgroupAPBT.

In2017 we will have the first grant of awards underthe new
LTIP structure with awards of 150% of salary for the Chief
Executive Officer and 100% of salary for other executive
directors. The LTIP awards for 2017 onwards will have
standalone three year rolling vesting cycles (i.e. the
integrated three year programme from the current LTIP will
notberetained).

The Committee has determined that an additional net debt to
EBITDA ratio metric will be introduced alongside the existing
Adjusted EPS measure and will comprise one- quarter of the
LTIP. As well as ensuring that management are incentivised
to increase earnings delivered over the long term, a
fundamental part of our strategy for the coming yearsis to
focus on operational efficiency with the aim to further
strengthen our balance sheet and reduce reliance on
external funding and to continue to maintain appropriate
levels of cashfor capital expenditureincluding anumber of
large systems projects that are currently ongoing. The
additional net debt to EBITDA metric will incentivise the
executive team to manage debt while continuing to grow
earnings sustainably.
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Annual StatementFrom The Chairman
Of The Remuneration Committee

A two-year holding period will apply to 50% of awards
vesting under the award granted in 2017. This seeks to
further align executive remuneration with shareholder value.

Contents

This Directors’ Remuneration Report has been prepared on
behaifofthe Board by the Committeein accordance withthe
requirements ofthe Companies Act2006 andthe Largeand
Medium-sized Companies and Groups (Accounts and
Reports) (Amendment) Regulations 2013 and is split into
three sections, comprising this statement and the:

Pages 64 Directors’ remuneration policy

to 71 This sets outthe Company’s proposed
policy ondirectors’ remuneration for
adoption at the 2017 AGM.

Pages 62 Annual report on remuneration

to 81 This setsoutpaymentsandawards

madetothedirectors anddetailsthe
link between company performance
and remuneration for 2016and,
together with this statement, is subject
to an advisory shareholder vote at this
year's AGM.

In conclusion
Weareproposingareviseddirectors’remunerationpolicy
thatwe believe will continuetoincentivise the executive
directors as we enter a new phase of the business. We hope
that we will have your support in favour of the revised
remunerationpolicyandannualreportonremunerationat
the AGM.

By Order of the Board
R. S. Walker

Chairman ofthe Remuneration Committee
8March2017
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This Directors’ Remuneration Report has been prepared in
accordance with Schedule 8 to the Large and Medium-sized
Companiesand Groups (Accounts and Reports) Regulations
2008, asamended(the Regulations).

Directors’ Remuneration policy

The company'’s current Directors’ Remuneration Policy was
approved by shareholders on 29 May 2015 at the company's
AGM and became effective fromthat date. The full policy
was disclosed in the 2014 annual report and accounts,
which is available within the investor section of the corporate
website and located at http://www.lookersplc.com/
investors/results-centre.

Future policy table
The elements of the remuneration package of executive
directors are set out below:

Remuneration policy

The policy ofthe Committeeis to ensure thatthe executive
directors are fairly rewarded for their individual contributions
to the group’s overall performance and to provide a
competitive remuneration package to executive directors,
including long-term incentive plans, to motivate individuals
and align their interests with those of shareholders. In
addition, the Committee’s policy is that a substantial
proportion of the remuneration of the executive directors
should be performancerelated andthatthey berequiredto
build up a significant holding of shares in the company.

The new remuneration policy set out in this section is subject
to shareholder approval at the 2017 Annual General Meeting
(AGM), and will be effective from immediately after the AGM
on 25 May 2017 binding upon the group until the close of
the2020 AGM. There are no planned changes tothe policy
over the three-year period to which it relates.

Rurposejandllinkjtolstrategyj

[Exmumipotentiavaue PR e ormancemetrics)

Base Salary

Attract and retain high
calibre executive directors to
deliver strategy.

‘ Paid in 12 equal monthly
instalments during the year.

Reviewed annually to reflect| None.
role, responsibility and
performance of the
individual and the company,
and to take into account
rates of pay for comparable

roles in similar companies.

When selecting
comparators, the
Committee has regard to
the group’s revenue, market
worth and business sector.
Salaries are generally set
below market median, with
a greater emphasis on
performance related pay.

There is no prescribed
maximum increase.

Annual rate set out in the
annual report on
remuneration for the current
year and the following year.
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Future policy table (continued)

[Purposelandllinkltostrateayy)

Benefits

[VaXimumipotentialvaiie

PerformancelmetricSI

Provide benefits consistent
with role.

Annual Bonus

Incentivises achievement of
business objectives by
providing a reward for
performance against annual
targets.

I !
r !

Currently these consist of
provision of a company car,
health insurance, life
assurance premiums and
the opportunity to join the
company'’s savings related
share option scheme
(“SAYE"). The Committee
reviews the level of benefit
provision from time to time
and has the flexibility to
add or remove benefits to
reflect changes in market
practice or the operational
needs of the group.

Paid in cash after the end
of the financial year to
whichitrelates, save that
for an executive director
who has not metthe share
ownership requirement any
bonus in excess of 110%
of salary is deferred into
shares.

Annual bonus awards are
subject to provisions which
enable the Committee to
recover (clawback) or
withhold (malus) value in
the event of a
misstatement of the
accounts for the financial
yearinrespectofwhichthe
bonus was paid, an error in
the assessment of the
extent to which the
applicable performance
target had been met and
misconduct on the part of
the executive director,
within two years of the
payment date of the cash
bonus.

The cost of providing
benefits is borne by the
company and varies from
time to time.

Up to 150% of salary.

Performance conditions are
determined annually by the
Committee and threshold
and maximum targets are
set for each condition.

Atleast50% ofthe bonus
is subject to targets based
on adjusted profit before
tax of the company or
divisional targets where
appropriate.

In general:

+ 40%ofthemaximum
bonus is payable for
meeting the threshold
performance level

* 67% of the maximum
bonus is payable for
hitting the target

+ 100% of the maximum
bonus is payable for
meeting or exceedingthe
maximum performance
level

A sliding scale operates
between threshold and
maximum performance.

No bonus is payable where
performance is below the
threshold.
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RupEERam) B COtER)

Annual Bonus (continued)

[MaXimumpotentialy iR fperormanceymetics)

Long-term incentives

Alignment of interests with
shareholders by providing
long-term incentives
delivered in the form of
shares.

Grant of nil-cost options
underthe LTIP,whichvest
atleast 3 years fromgrant
subject to the achievement
of performance conditions
andmay notbeexercised
afterthe 10thanniversary
ofgrant.

A portion of LTIP awards
vesting are subject to a
holding period at the
discretion of the
Committee.

LTIPawardsare subjectto
provisions which enable
the Committee to recover
(ctawback) or withhold
(malus) valueinthe event of
a misstatement of the
accounts for the financial
yearinrespectofwhichthe
LTIP award vested, anerror
in the assessment of the
extent to which the
applicable performance
target had been met and
misconduct on the part of
the executive director,
within two years of the
vesting ofthe LTIP award.

Maximum annual award
over shares with a market
value of 150% of base
salary for the CEO and
100% of base salary for
other executive directors.

Payment of any bonus is
subject to the overriding
discretion of the Committee.

In exceptional
circumstances such that the
Committee believes the
original measures and/or
targets are no longer
appropriate, the Committee
has discretion to amend
performance measures and
targets during the year.

Targets are based on single
or a combination of
performance metrics, with
the majority being financial
measures.

Threshold and maximum
targets are set at grant.

The Committee reserves
discretion to:

() amend the performance
conditions/targets
attachedtooutstanding
awards granted under
this policyinthe eventof
amajorcorporateevent
orsignificantchangein
economic
circumstances, or a
change in accounting
standards having a
material impact on
outcomes;

(i) adjust the vesting of
LTIPawards and/orthe
number of shares
underlying unvested
LTIP awards on the
occurrence of a
corporate event or other
reorganisation.
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Imlﬂm&a@mmm ] {mm‘m |

Attractandretainexecutive
directorsforthe longtermby
providing funding for
retirement.

the group’s defined benefit
pension arrangement. The
scheme closed to future
accrual in 2011 and Mr
Bruce’s pension is no
longer linked to his final
pensionable salary. This
defined benefit pension is
payable from age 60.

All executive directors are
entitled to participate in
money purchase

a cash allowance in lieu of
pension contributions.

200% of salary for the
CEOand CFOeffective
from 1 January 2016.

To ensure alignment between
the interests of executive
directors and shareholders.

100% of salary for other
executive directors.

A C Bruce is a member of

arrangements, or to receive

Share ownership ' . :

20% of salary up to a None.
maximum of the annual
allowance with any excess
payable as a salary
supplement. Any such
salary supplements are not
counted for the purposes
of determining bonus or

LTIP levels.

Not applicable. Not applicable.

Notes to the Policy Table

Performance conditions

The Committee selected the performance conditions as they
are central to the company’s strategy and are the key metrics
used by the executive directorsto oversee the operation of
the business.

The APBT performance target for the annual bonus is based
upon the budgeted APBT for the company, as follows:

The APBT figureis setoutin note 7 to the accounts. The
Committeeis ofthe opinionthe figure forbudgeted APBT is
commercially sensitive forthe company and thatitwould be
therefore be detrimentaltothe companyto disclose details of
the targetsin advance. The targets will be disclosed after the
end ofthe financial year in the annual report on remuneration.

The targets for any additional bonus measures which the
Committeeintroducesduringthelife ofthis policy willbe
disclosedatthe pointthattheseare considerednolonger
commercially sensitive.

The EPS performance target for the LTIP is based on adjusted
EPS as set out in note 7 to the accounts; such measure being

statedbeforethe amortisation ofintangibles, impairmentof
goodwill, debtissue costs, pensioncosts, exceptionalitems
and share based payments, as referred toin note 7 to the
accounts. The EPStargetis setwithreferenceto the budget
and external market conditions, and is intended to representa
considerable level of stretch above budget in order for
maximum payouttooccur.

Adjusted EPS is considered to be a suitable measure of
performance as itis not affected by pension costs, debt issue
costs, amortisation or share based payments asthese costs

are not within the control of the executive directors.

The Committee has the ability to adjust the bonus and LTIP
targets or measurementwhere it considers this is necessary
to achieve a fair and consistent measurement of the
company’s performance.

Changes from previous policy

As setoutinthe annual statementfromthe Chairmanofthe
Committee, the Committee undertook a full review of the
executive directors’ remuneration policy during the course of
2016 and the changes summarised below reflect the changes
fromthe previous policy:
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+ LTIPawardsmadefrom2017onwardswillbeintheform
ofnil-costoptions, whereasawardsunderthe previous
policy wereinthe form of market-value options witha
reductionin exercise price subjectto meeting Adjusted
EPS conditions. The purpose of this change is to simplify
remuneration arrangements and align with typical
marketpractice onLTIP structure.

The ability for the Committee to apply a post-vesting
holding period has been introduced to further

align executive directors’ remuneration with
shareholder value.

The annual LTIP opportunity has been increased to
150% of salary (previously 100% of salary) for the CEO.
The increase is to increase alignment between the
CEO'spay and shareholders, and to ensure thatthe CEO
is appropriately incentivised to deliver the business
strategy.

The policy now allows the Committee to introduce
additional metricstothe bonusoverthe life of the policy,
while atleast half of the bonus will be based on profit
beforetax.

Statement of consideration of employment conditions of
employees elsewhere in the group

The Committee receivesreports on anannual basis onthe
level of payrises awarded acrossthe groupandtakesthese
into account when determining salary increases for executive
directors. In addition, the Committee receives regular reports

on the structure of remuneration for senior managementin the

tier below the executive directors and uses this information to
ensure a consistency of approach for the most senior
managersinthe group. The Committee alsoapprovesthe
award of any long-term incentives. The Committee does not
specifically invite employeestocommentonthe directors’
remunerationpolicy, butitdoestake note ofanycomments
made by employees.

Statement of consideration of shareholder views The
Chairman of the Committee consults with major

shareholders from time to time to understand their
expectations with regardtoexecutive directorremuneration
and reports back to the Committee. Any other concernsraised
by individual shareholders are also considered, and the
Committee alsotakesintoaccountemergingbestpractice
and guidance from major institutional shareholders.

Total remuneration opportunity

The chartbelowillustrates the remunerationthatwouldbe
paidtoeach ofthe executivedirectors underthreedifferent
performance scenarios: (i) Minimum; (i) On-target; and (iii)
Maximum.

The elements ofremunerationhave been categorisedinto
three components: (i) Fixed; (i) Annual variable (annual bonus
awards), and (iii) Multiple year (LTIP awards) which are set out
in the future policy table

A. C. Bruce
waximun s TN G55 et
On-target [ 397 32% 20 1£1,152
Minimum [ 100% _] £447
£0 £200 £400 £600 £800 £1,000  £1,200  £1,400
R. A. Gregson
Maximum[ £1,051
Ontarget [ 750 NN WK 796
Minimum [° ] £342
£0 £200 £400 £600 £800 £1,000  £1,200  £1,400
N. J. McMinn
Maximumj 41% TR ]£1,081
On-target [ 72%% 212 AT
Minimum [ [100%) ] £342
£0 £200 £400 £600 £800 £1,000  £1,200  £1,400
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Total remuneration opportunity (continued)

Each element of remuneration is defined in the table below:

M Description

Element

Fixed
of remuneration for2016).

Base salaryfor2017 plus pensionand benefits (benefits beingtakenfromthe single total figure

Annual bonus

Annual bonus awards, applied as minimum: 0% of opportunity, on-target: 67% of opportunity
(i.e.in line with budget), maximum: 100% of opportunity.

LTIP

LTIP awards. These awards take the form of nil cost options.
Fortheon-targetscenario, 60% oftheawardis assumedtovest.
Forthe maximum scenario, full vesting isassumed.

Approach to recruitment remuneration

The Committee’s approach to recruitment remunerationis to
offer a market competitive remuneration package sufficient
toattracthighcalibre candidateswhoare appropriatetothe
role but without paying any more thanis necessary.

Any new executive director's regular remuneration package
would include the same elements and be inline with the
policytable setout earlierin this directors’ remuneration
policy, includingthe same limits on performance related
remuneration.

Where it is necessary to “buy-out” an individual's awards of
variable remuneration made by aprevious employer, the
Committee will make replacement awards through a
combination of performance and non-performance related
awards, reflecting the profile of the awards forgone. The
termsofthese awardswillreflectthoseforgone sofarasis
possibleto provide an equivalentopportunity, including
takingintoaccountthelikelihood of meetingperformance
conditions.

Where aninternal candidate is promotedtothe Board the
original grantterms and conditions of any bonus or share
awards made before that promotion will continue to apply, as
will their membership of any of the group’s pension
arrangements.

Reasonable relocation and other similar expenses may be
paid ifappropriate.

Directors’ service contracts, notice periods and
termination payments

Executive directors have service contracts witha12month
notice period by the company and 6 months by the executive
director, withnospecialarrangements applyingfollowinga
change of control and with the elements of variable
remuneration dealtwithinaccordance withtherules ofthe
relevant scheme, as more fully described in the table below:

5 Policy
12 months’ notice by the company and 6 months’ notice by executive director.

Provision

Notice periods and
compensation for loss
of office in executive
directors’ service
contracts.

Paymentinlieuofany partofthe notice period notserved may be made by thecompany
equal to basic salary, pensions and benefits for that part of the notice period only.

For any new appointments, the payment of any sum in lieu of notice will be phased over the
notice period and subject to mitigation.

Treatment of annual
bonus on termination.
applied.

Abonusforthe financial year of termination may be paid atthe discretion of the Committee
having regard to applicable performance conditions and normally with time pro-rating being

Treatment of unvested
LTIP awards.

Goodleavers(i.e.leaversincircumstancesofdeath, injury, disability, redundancy, retirementor
transfer of employing business outside group) will be allowed to retain their LTIP awards. The
Committee has discretion to treat any other leaver as a goad leaver The awarde of any leaver
whu Is not a good leaver will lapse on cessation of employment.

|
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Directors’ service contracts, notice periods and termination payments (continued)

' I;’rc;vis-ic‘)n .
Treatment of unvested | Awardsofgoodleaverswillnormally vestfollowingtheend ofthe applicable performance
LTIP awards. period subject to an assessment of the extent to which performance targets have been met

and the application of time pro-rating.

The Committee has discretion to allow awards to vest immediately on a cessation of
employment but subject to an assessment of the extent to which performance targets have
beenmet.

The Committee has the discretion to waive the requirement to pro-rata.
Good leavers may exercise their LTIP awards within 6 months of vesting (1 year for death).

On a change of control, awards will vestimmediately subject to an assessment of the extent to
which the performance targets have been met. The number of shares subject to LTIP awards
is reduced pro-rata to reflect the proportion of the vesting period completed before cessation.
The Committee has the discretion to waive the requirement to pro-rata.

Outside appointments. Board approval must be sought.
Executive directors may retain the fees paid in respect of any external appointment.

Non-executive All non-executives are subject to annual re-election. No compensation is payable if a non-
directors. executiveis required to stand down.

Inthe eventofthe negotiationofacompromise orsettiement Copies of directors’ service contracts and letters of
agreementbetweenthe companyandadepartingdirector, appointmentare available forinspection at the company’s
the Committee may make payments it considers reasonable  registered office.

in settlementof potentiallegalclaims. Suchpaymentsmay  The executive directors’ notice periods are set out in the
also include reasonable reimbursement of professional fees  service contracts sectionabove.

in connection with such agreements.

The Committee may alsoinclude the reimbursement of
repatriation costs or fees for professional or outplacement
advice in the termination package, if it considers it
reasonabletodo so. Itmayalsoallowthe continuation of
benefits for a limited period.

Dates of service contracts / letters of appointment

Director Date of service contract/
letter of appointment
A. C. Bruce 11.05.2006
R. A. Gregson 22.02.2010
N. J. McMinn 19.08.2013
P. M. White 04.09.2006
R. S. Walker 04.02.2014
D. C. A. Bramall 30.06.2006
W. Holmes 12.06.2008
S.Cabrini 01.01.2016
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Non-executive directors fee policy

The policy for the remuneration of the non-executive
directors is as set out below. Non-executive directors are not
entitled to a bonus, they cannot participate in the company’s
share option schemes andthey are noteligible for pension

arrangements.

RPurpose and link to strategy;

Non-executive director fees

To attract NEDs who have a
board range of experience
and skills to oversee the
implementation of our
strategy.

NED fees are determined by
the Board within the limits
set out in the Articles of
Association.

An additional fee may be
paid for chairing a sub-
committee of the Board.

Paid in 12 equal monthly
instalments during the year.

Reviewed annually to reflect
role, responsibility and
performance of the
individual and the company.

Annual rate set out in the
annual report on
remuneration for the current
year and the following year.

No prescribed maximum
annual increase.

Maximumlpotentialvalue R [oerormancemetics)

None.
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Annual report on remuneration

Save forthe performance graph andtable, the changein
remuneration of the Chief Executive, the relative importance
ofthe spend on pay, the implementation of remuneration
policyin2017,the consideration by the directors of matters
relating to directors’ remuneration and the statement of
shareholdervoting, theinformation setoutinthis partofthe
Director's Remuneration Reportis subject to audit.

Single total figure of remuneration

The following table shows a single total figure of
remunerationinrespectof qualifying services forthe 2016
financial year for each director, together with the comparative
figures for 2015.

@m& aXabe FAnRUE] [0NT12] o
fand} IbonUS) (£000% CEREDS [£0004 [£000]
€ 000] £000] 2000 000

2016 | "B | 2016
Executive
Directors
A.C.Bruce | 364 | 357 1 1 364 | 464 | 826 | NIl 73 71 1 1 1,629] 894
R. A. Gregson| 278 | 273 1 1 278 | 355 | 631 Nil 55 55 1 1 1,244 685
N. A Davis®* | 194 | 225 1 1 218 | 275 | 524 | Nil | 39 45 - - 976 | 546
N. J. McMinn| 278 | 273 1 1 278 | 355 | 631 Nit 55 55 - - 1,243| 684
Total 1,114 | 1,128] 4 4 |1,138] 1,449| 2,612 Nil | 222 |} 226 2 2 |5,092| 2,809
Non-
Executive
Directors
P. M. White | 123 | 120 - - - - - - - - - - 123 | 120
R. S. Walker | 41 40 - - - - - - - - - - 41 40
D.C.A.Bramall| 41 40 - - - - - - - - - - 41 40
W. Holmes 46 45 - - - - - - - - - - 46 45
S. Cabrini® 41 - - - - - - - - - - - 41 -
Total 292 | 245 - - - - - - - - - - 2921 245
-': : 1,406 {1,373| 4 4 [1,138)|1,449 2,612 Nil 222 | 226 2 2 |5,384]3,054

1. Taxable benefits include items such asacompany car,
healthinsurance and life assurance premiums.

LTIPfiguresareinrespect of ESOS awards granted in
2014 and LTIP awards grantedin 2015 and 2016 whose
performance periods ended on 31 December 2016.
Further detail is provided in the section titied “LTIP awards
completing performance period in 2016”.

3 Theamounts setoutin the “other” columnrelate tothe
grantof SAYE options on 4 October 2016 and 6 October
2015. The figure quoted for each executive directorwas
determined by reference to the discount that the exercise
price per share represented to the share price
immediately precedinggrant. Forthe 2016 SAYE grant,
the exerclse price was £1.0747 compared to a share price
of £1.1575. Forthe 2015 SAYE grant, the exercise price
was £1.449 comparedto ashare price of £1.663.

4 N.A.Davisleftthe Board on 4 November 2016 following
the sale of the parts division. Further details of his
remuneration arrangements are provided in the following
sections of thereport.

5 S.J.CabrinijoinedtheBoardon 1January2016.
6. The aggregatedirectors’ emoluments excluding pension

and LTIP awards in 2016 was £2,550,000 (2015-
£2,828,000).
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Annual bonus
Bonuses are earned by reference to the financial year and
paid in March following the end of the financial year. The

bonuses accruing to the executive directors in respect of
2016 are based on figures for adjusted profit before tax
(APBT) as shown below:

: Total bonus valueassofsalary
Executiveldirector Bonusltarge] (Weighting] Bonuslreceivable]
[Maxi Actuall

A.C. Bruce APBT of the group 100% 150% 100% £364,100

R.A Gregson APBT of the group 100% 150% 100% £278,307

N. A. Davis' APBT of the group 33% 150% 114% £218,432
APBT of the parts division 67%

N. J. McMinn APBT of the group 33% 150% 100% £278,307
APBT of the motor division 67%

1 - N. A. Davis left the Board on 4 November 2016. The
maximum bonus opportunity for FY 2016 was 150% of
annual salary of £229,928. Based on the Remuneration

Committee’s assessment of the performance of Lookers and

FPSoverthe periodtoterminationofemploymentand
pro-ratingforthetime servedduringtheyear, thebonus
outcome was 114% of annual salary.

The targets for each element and actual performance against each of these were as set out below:

T iThreshold] On_target (Viaximum] FACtuall
APBT of the group £69.3 million £77.0 million £84.7 million £77.1 million
APBT ofthe parts division £11.9 million £13.2 million £14.5 million £12.1 million’
APBT of the motordivision £58.5 million £65.0 million £71.5 million £65.0 million

1 - Figure is based on 10 months’ actual result, rather than full year

Pension entitlements and cash allowances
A.C.Bruceremains amember ofthe group defined benefit

scheme, whichclosedtofuture accrualfrom 31 March2011.

As at 31 December2016 MrBruce’saccrued pensionwas
£30,818.

The scheme provides a pension of up to two-thirds of final
pensionablesalaryonretirementatage60years,aswellas
lump sum death-in-service benefit and pension benefits
based on final pensionable salary. Pensionincreases arein
line with Limited Price Indexation. Death-in-service pays at
fourtimes salary and death-in-retirement pays benefits at
50%. No enhanced benefits are payable on early retirement.

A.C.Bruce’spensioninthe defined benefitschemeisno
longerlinkedto his salary and therefore thereis novalue
attributable to the increase in the value of his defined
benefits for the purposes of the single total figure of
remuneration. All ofthe pension entry in the single total
figure of remuneration therefore relates to his membership
ofmoneypurchasearrangements.

R.A. Gregson, N.J.McMinnandN. A. Davis participated only
in money purchase arrangements during 2016.
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LTIP awards granted in 2016

Market value share options were granted under the LTIP to
the executive directorsin 2016 over anumber of shares
equalinvalueto 100% of salary, calculated based onthe
mid-market closing price of ashare on 31 December2015
of£1.85. Theawardswerethefinal setofawards made

under the integrated LTIP structure operated for 2014 to
2016inclusive with performance measured overthe period
from 1 January 2014 to 31 December 2016. The table
below summarises the awards granted to executive directors
in 2016:

(Grant} sharesisubjectiipricelat] atigrant} of Sharess
tolaward; cen® period
A. C. Bruce 12.04.2016 196,810 £1.88 £1.501 £295,412 31.12.2016
R. A. Gregson 12.04.2016 150,436 £1.88 £1.501 £225,804 31.12.2016
N. A. Davis 12.04.2016 124,285 £1.88 £1.501 £186,552 31.12.2016
N. J. McMinn 12.04.2016 150,436 £1.88 £1.501 £225,804 31.12.2016

1-Facevaluehasbeencalculated usingthe share price at
grant.

The performance target for the awards was growth in
Adjusted Earnings Per Share(AEPS).

Provisionalvestingwas determined basedon growthin
AEPS measured over 2016. The growth targets give 20%
provisional vesting for 5% AEPS growthrisingto 100%
provisionalvestingfor 15%AEPS growthrelative tothe
2015 AEPS.

The final vesting was based on achievement against AEPS
performancetargets whichappliedoverthe 3yearperiod
between 2014 and 2016 i.e. relative to AEPS growth for
2013.

+ For AEPS growth over 2014-2016 below 20% the
awards lapse (notwithstanding any provisional vesting);

+ For AEPS growth over 2014-2016 between 20% and
45%thereis noadjustmenttothe provisional vesting
result;

+ For AEPS growth over2014-2016 between45% and
50% thenthe provisional vesting willbeincreasedto
80% ifitis otherwise belowthislevel; and

* For AEPS growth over 2014-2016 above 50% thenthe

awards will vestin full, if not already applicable.

Inaddition, if AEPS growthin2016 exceeds 15%, orifAEPS
growth exceeds 45% over the period 2014-2016 then the
exercise price of the awards reduces to nil.

Awards vest on the third anniversary of grant.

LTIP awards completing performance period in 2016
LTIP awards granted in 2014 (under the ESOS), 2015 and
2016 all completed their performance period on 31
December 2016.

The awards have AEPS performance conditions measured
overthe period between 1 January 2014 and 31 December
2016. Vesting ofthe awards is based on acombination of
the growth in AEPS overthe year of grantand overthe 3
yearperiodto2016.

IfAEPS growthinthe year of grantexceeds 15%, orif AEPS
growth exceeds 45% over the 3 year periodto 2016, then
the aggregate exercise price of the awards reduces to £1.
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LTIP awards completing performance periodin 2016

(continued)

Thetables below sets outthe AEPS growth achieved for
each award and the resulting proportion of each award due
tovestasaresultofthis performance:

Provisional vesting

l,yearAERS growthlilR1,year AERS growthRFAEPS growthinyearof prorSiong
FAward] requiredforthresholdlrequired for maximumilaward]relativelto]
vesting;
vesting (20%of award) vesting]
2014 5% 15% 30.5% 100%
2015 5% 15% 12.7% 77%
2016 5% 15% 4.1% 0%
Final vesting
3y earAERS growth toRfs yearAEPS Growth toJJAEPSIgrowthlforz2016 [Einal]
) 2016lrequired]for] 2016[required;forg relative}to}2013] vesting]
thresholdivesting Jll Il maximumlvesting]
(20%Jofaward) ‘
2014 20% 45%1
2015 20% 50%?2 53.2% 100%
2016 20% 50%?2

1 —-45% growthin AEPS was required overthewhole
performance period given the provisional vesting for the
2014awardwas above 80%.

2 -50% growthin AEPS was required overthe overthe
whole performance period given the provisional vesting for
the 2015 and 2016 awards was below 80%.

The growthin AEPS between for 2016 relative to the base
AEPSIin2013was53.2% andthereforethe awards wilivest
infullonthethird anniversary of grantandthe aggregate
exercise price for each award is reduced to £1.

The table below summarises the value ofthe LTiP awards as
at31Decemberbased onthe vesting resultand using the
average share priceforthefinal quarterof 2016.

Nimbegofsharesawarded] Vaiielotfaward](aei] December2046) Ik otalvareeyn)
201 aTaward 201 5Taward] 201 6laward] 120,14 120115 2016 singleffigure]
ooa | e ) | amd | amd | B
301620117, 25165201 SINIR12'04%2019
A. C. Bruce 289,256 274,615 196,810 £314,015 £298,121 £213,656 £825,792
R. A. Gregson| 221,074 209,884 150,436 £239,997 £227,849 £163,312 £631,158
N. A. Davis? 183,057 173,792 124,285 £200,4463 £188,668 £134,923 £524,047
N. J. McMinn 221,074 209,884 150,436 £239,997 £227,849 £163,312 £631,158

1 —Usingthe company’s average share price of £1.0856in
the three months from 1 October 2016 to 31 December
2016inclusiveandbasedon 100%final vesting.

2 - N. A. Davis left the company on 4 November 2016.
Underthetermsofthe ESOS, the 2014 award vestedinfull
onleavingemployment. Theawards grantedin2015and
2016willvestontheirnormal vestingdates.

3 —-The2014awardvalueforN.A. Davisiscalculated using
the share price on 4 November 2016 of £1.095.
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Payments to past directors
No payments to past directors were made in 2016.

Payments for loss of office

Neil Davis’s employmentwiththe company ended onthe
completion of the sale of the parts division on4 November
2016. Under the settiement agreement agreed between Neil
Davis and the Company there was no payment for loss of
office. Treatmentof payments underthe Annualbonusand
long term incentive plans were agreed as detailed in the
notes to the single figure table.

Statement of directors’ shareholding

The table below summarises the directors’ shareholdings as
at 31 December2016. The shareholding as a % of salary is
determinedbyreferencetothe sharepriceon31December
2016 of £1.1725. There were no changes in these
shareholdings between that date and the date of approval of
this report.

INTmbenofshares]he d Il IlVESted Butunexercised, UnvesfedfShareloptions)
(ﬂixgmjﬂj@ iconnected)| loptions] DecemberMsubject] erformance
[iﬁgliﬁ) ’ e %@&ea%
of[salaryy
20,1 6] 20,1 5] }2016] 2015, 20,1 6] 20,1 5}
A. C. Bruce 642,086 642,086 269,836 269,836 294% 760,681 563,871
R. A. Gregson| 357,815 357,815 269,836 269,836 264% 581,394 | 430,958
N. A. Davis? 277,041 277,041 183,057 - 219%?2 298,077 | 356,849
N. J. McMinn| 160,000 160,000 - - 67% 581,354 | 430,958
P. M. White 53,716 53,716 - - N/A - -
R. S. Walker - - - - N/A - -
D.C. A Bramall 63,487,636 | 63,487,636 - - N/A - -
W. Holmes 54,666 54,666 - - N/A - -
S. Cabrini - - - - N/A - -

1 —The shareholding requirementis 200% of salary forthe
CEO and CFO, and 100% of salary for other executive
directors. The directors’ remuneration policy contains
provisions forthe deferral of elements of annual bonuses
into shares and post-vesting holding of shares acquired
under LTIP awards for directors who have not met the
shareholding requirement, which will apply until this is met.

2 —ShareholdingsforN.A.Davisareshownas athis date of
leaving the company on4 November2016andbasedona
share price of£1.095 atthatdate.
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Long term incentive awards
Prior to 2015, long term incentive awards were made under
The Lookers Executive Share Option Scheme (ESOS).

The Lookers plc Long Term Incentive Plan (LTIP) was
introduced in 2015, under which the company now makes

long term incentive awards.

Details of long term incentive award share options held by
executivedirectors are asfollows:

SchemelllDatelof M arliest Exercisel Numberjat Exercised]liNumber
[GrantillliE xercise M Date R |9y | Wy | Wy | a9
(pence) 2016} Deer
A. C. Bruce ESOS [5.1.2011 | 5.1.2014 | 5.1.2021 Nil 269,836 - - 269,836
A. C. Bruce ESOS |[30.6.2014|30.6.2017|30.6.2024| 121.0 289,256 - - 289,256
A. C. Bruce LTIP |25.6.2015|25.6.2018(25.6.2025| 130.0 274,615 - - 274,615
A. C. Bruce LTIP |12.4.2016(12.4.2019{12.4.2026] 188.0 - - - 196,810
R. A. Gregson] ESOS |5.1.2011 | 5.1.2014 | 5.1.2021 Nil 269,836 - 269,836
R. A. Gregson] ESOS |30.6.2014(30.6.2017|30.6.2024| 121.0 221,074 - - 221,074
R.A. Gregson| LTIP |25.6.2015(25.6.2018|25.6.2025| 130.0 209,884 - - 209,884
R A Gregson| LTIP [12.4.2016(12.4.2019|12.4.2026| 188.0 - 150,436
N.J. McMinn| ESOS [30.6.2014|30.6.2017130.6.2024| 121.0 221,074 - - 221,074
N.J. McMinn| LTIP [25.6.2015(25.6.2018|25.6.2025| 130.0 209,844 - - 209,844
N.J. McMinn LTIP |12.4.2016|12.4.2019(12.4.2026( 188.0 - - - 150,436
All-employee share scheme
Details of share options held by executive directors under the
all-employee SAYE schemeare asfollows:
S| (R | Gomks | o4 | Hho, 0oy | hvew | by | o)
(pence) 2016
A. C. Bruce SAYE |8.10.2012(1.12.2015| 1.6.2016 | 58.66 15,340 - 15,340 -
A. C. Bruce SAYE |6.10.2014(1.12.2017| 1.6.2017 | 108.80 8,272 - - 8,272
A. C. Bruce SAYE (6.10.2015]1.12.2018| 1.6.2019 | 144.91 6,210 6,210 - -
A. C. Bruce SAYE {4.10.2016}1.12.2019] 1.6.2020 | 107.47 - - - 8,374
R. A. Gregson| SAYE [8.10.2012]1.12.2015] 1.6.2016 | 58.66 15,340 - 15,340 -
R. A. Gregson| SAYE |6.10.2014{1.12.2017| 1.6.2017 | 108.80 8,272 - - 8,272
R. A. Gregson| SAYE [6.10.2015(1.12.2018| 1.6.2019 | 144.91 6,210 6,210 - -
R. A. Gregson| SAYE [4.10.2016(1.12.2019| 1.6.2020 | 107.47 - - - 8,374
N.J. McMinn| SAYE 6.10.2014|1.12.2017| 1.6.2017 | 108.80 16,544 - - 16,544
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Directors’ Remuneration Report

Performance graph and table
The chartbelow showsthe company’s eight-yearannual

Total Shareholder Return (“TSR") performance against the

The table below sets out the total remuneration delivered to
the Chief Executive over each of the last eight years, valued
usingthe same methodology as appliedtothe singletotal

FTSE All-Share Total Return index, whichis consideredtobe  figure of remuneration.
an appropriate comparison to other publiccompaniesofa
similarsize.
ChiefExecutive 2009 20,1 0 NIN2011) NS | AN | X8 | &6
Y | Ay | Rdars | Rdas | Rdums | Rdomxs mwmmmmf
Surgenory
Total single figure (£000)| 645 568 692 583 739 1,436 806 894 1,629
Annual bonus % of 100% | 100% | 100% 63% 100% | 100% | 100% 87% 67%
maximum opportunity
LTIP vesting % maximum - - - - - 100% - - 100%
opportunity (if applicable)
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1. H. K. Surgenor retired on 30 September 2009.

2 P.Joneswasappointedon 1 October2009andretiredon

31 December2013.

3 A. C. Bruce was appointed on 1 January 2014.

Change in remuneration of

Chief Executive

The following table sets out the change in the Chief
Executive's salary, benefits and bonus between 2015 and
2016 compared with the average percentage changein
each of those components for the employees of the group.

[Ncreaselinjbaselsalary] [creaselinibenetits) (Rcreaselinlbonus I
CEO 2% 0% -22%
Employees 2% 0% 0%

Corporate Governance
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Directors’ Remuneration Report

Relative importance of spend on pay

Thetable below sets outthe total spend onpay in 2016 and
2015yearcomparedwithdistributionstoshareholdersand
whichwasthe mostsignificantoutgoingforthe companyin
the lastfinancial year.

[Spend]inf2076] Spend|in}2015] Pofincrease]
- 3w [£m]
Spend on staff pay 272.2 229.9 18.4%
(including Directors)
Profit distributed by way 13.1 11.6 12.9%
of dividend

Implementation of directors’ remuneration policy in 2017
The salaries andfeesto be paidto directorsin 2017 are set
outin the table below, together with any increases expressed

asapercentage.
20 7salary/ices 206]Salary /Ees) [Acreasela

A. C. Bruce 368,000 364,100 1%

R. A. Gregson 281,250 278,307 1%

N. J. McMinn 281,250 278,307 1%

P. M. White 123,750 122,500 1%

R. S. Walker 42,000 41,500 1%

D. C. A. Bramall 42,000 41,500 1%

W. Holmes 46,500 46,000 1%

S. Cabrini 42,000 41,500 1%
Annual bonus for 2017 + Awards will be nil-cost rights to acquire shares.
The bonus opportunity for 2017 will be 150% of salary for Subject to approval of the Directors’ Remuneration Policy
each executive director. The performancetargets forthe atthe 2017 AGM, awards over 150% of salary will be to
annual bonus are based on budgeted APBT of the company, the Chief Executive andawards over 100% of salary will
withpayments determinedbasedonthe scalesetoutinthe be made to other executive directors in 2017.
Directors’ Remuneration Policy.

For the 2017 awards:

The APBT figureforthecompanyissetoutannuallyinnote7 + An additional Net debt to EBITDA ratio metric will be
to the accounts. The Committee is of the opinion that introduced alongside the existing Adjusted EPS measure
budgeted APBT informationis commercially sensitiveand andwillcomprise 25% ofthe LTIP; and

thatitwould be therefore be detrimentaltothe companyto  + Atwo-yearholding period willapplyto 50% of vested
disclosedetails ofthetargetsinadvance. Thetargets willbe awards.
disclosed after the end of the financial yearin the annual

reporton remuneration. The performance target for 75% of the LTIP for 2017 is
basedongrowthinadjusted EPS overathreeyearperiod.
LTIP for 2017 Adjusted EPSis setoutannuallyin note 7 tothe accounts.

As setoutin the Chairman’s statement, the Committeehas ~ Thefigure statedis beforetheamortisationofintangibles,
restructured LTIP awards to be granted from 2017 onwards.  impairment of goodwill, debtissue costs, pension costs and
In particular LTIP awards will operate in the following way: share based payments, as referred to in note 7 to the
+ Standalonethreeyearrollingvestingcycles(i.e.the accounts.

integrated three year programme from the current LTIP

will not be retained); and
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Thetablebelowsetsoutthe adjusted EPStargetsthatwill
" apply for the 2017 award:

[performancelcondition] (Weighting] KT ireshoidtarget [Maximumltargey
(20AvEs o) (oozvestno M
Adjusted EPS 75% 15% total growth over 30% total growth over
performance period performance period

The remaining 25% of the LTIP for 2017 is based on the
ratio of Net debt to EBITDA over the three year performance
periodto 31 December2019.

Thetablebelowsetsoutthe NetDebtto EBITDAtargets
thatwillapplyforthe 2017award:

[PeTiormancelcondition) \Weighting] rhvesholditarget I lVidpointtarget VA ximumitarget]
EUbvey) | EObwsly) | (OTAwSmE)

Net Debt: EBITDA 25% Less than 2.0 but | Less than 1.5 but Equal to or
more than 1.5 more than 1.0 less than 1.0

Thetargetshave beensetbythe Committeeinconjunction
with the Board, and have been calibrated to have a stretch in
excess of previous LTIP awards taking into account forward-
looking business plans and external market conditions.

Consideration by the directors of mattersrelating to
directors’ remuneration

The Committee

The Committee is responsible for reviewing and
recommending the framework and policy for remuneration of
the executive directors and of senior management. The
Committee’s terms of reference are available from the
Company Secretary.

The members of the Committee during 2016 were

P M.White, R.S. Walker, W.HolmesandS. J. Cabrini. The
Committee met2timesduring2016,atwhichallmembers
of the Committee attended.

The primaryrole ofthe Committeeistosetthedirectors’
remuneration policy and accordingly to:

* review, recommend and monitor the level and structure
ofremuneration forthe executive directorsand other
senior executives;

* approve the remuneration package forthe executive
directors;

¢ determine the balance between base pay and
performancerelated elements ofthe package toalign
executive directors’ interestswiththose of shareholders;
and

¢ approve annual and long termincentive payments for
executive directors.

Summary of activity during 2016

During 2016 the Committee’s primary activities related to the
reviewofremuneration policy forexecutive directors. This
resultedinformalising the plansforrestructuringthe LTIP
arrangements to operate more market-aligned performance
share plan awards, including the introduction of a post-
vesting holding period. The Committee alsoundertook a
reviewof performance conditions andtheiralignmentwith
business strategy, leading to a decision tointroduce the Net
Debt condition for the LTIP for 2017 awards.

The Committee appointed and received advice over the year
from PwC LLP in connection with the review of the
remuneration arrangements and the implementation of
awards made under the LTIP. PwC is a member of the
Remuneration Consultants’ group and complies withits Code
of Conduct which includes guidelines to ensure that advice is
independentandfree ofundueinfluence. Duringthe year
PwC was paid fees of £72,400.
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Statement of voting
The latest votes in respect of remuneration matters were
castatthe 2015and 2016 AGMs asfollows:

on Remuneration (including the
Annual Statement from the Chairman
of the Remuneration Committee)

| Ut ® VotestAgainsy ®
To approve the directors’ 254,151,648 89.69% 29,202,798 10.31% 1,473,974
remuneration policy

To approve the 2015 Annual Report| 247,401,170 86.18% 39,682,850 13.82% 154,515

By Order of the Board

R. S. Walker

Chairman of the Remuneration
Committee

8 March 2017
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Directors’ Responsibilites Statement

The Directors are responsible for preparing the Annual
Report and the financial statements in accordance with
applicablelaw andregulations.

Companylawrequiresthe Directorsto prepare financial
statements for each financial year. Under that law the
Directors are required to prepare the group financial
statements in accordance with International Financial
ReportingStandards (IFRS)asadoptedbythe European
Union and Article 4 of the IAS Regulation andhave also
chosen to prepare the parent company financial statements
underlFRSasadoptedbythe EU. Undercompanylawthe
Directors mustnotapprove the accountsunlesstheyare
satisfied that they give a true and fair view of the state of
affairs of the company and of the profit or loss of the
company for that period. In preparing these financial
statements, International Accounting Standard 1 requires
thatDirectors:

* properly selectand apply accounting policies;

¢ presentinformation, including accounting policies, ina
mannerthatprovidesrelevant, reliable, comparable and
understandable information;

¢ provide additional disclosures when compliance with the
specificrequirementsin IFRS are insufficienttoenable
users to understand the impact of particular transactions,
other events and conditions on the entity’s financial
position and financial performance; and

* make an assessment of the company’s ability to continue
asagoingconcern.

The Directors are responsible for keeping adequate
accountingrecordsthatare sufficientto showandexplain
thecompany’stransactionsanddisclose withreasonable
accuracyatanytime the financial position of the company
andenable themto ensure thatthe financial statements
comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and
hence fortakingreasonable stepsforthe preventionand
detection of fraud and other irregularities.

The Directors are responsible for the maintenance and
integrity ofthe corporate andfinancialinformationincluded
on the company’s website. Legislation in the United Kingdom
governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.

Responsibility statement

We confirm that to the best of our knowledge:

¢ the financial statements, prepared in accordance with
International Financial Reporting Standards, giveatrue
and fair view of the assets, liabilities, financial position and
profit or loss of the company and the undertakings
included in the consolidation taken as awhole;

* the strategic and operational review includes a fair review
of the development and performance of the business and
the position of the company and the undertakings
includedintheconsolidationtakenasawhole,together
with adescription ofthe principalrisks anduncertainties
that they face; and

* theannualreportandfinancial statements, takenasa
whole, are fair, balanced and understandable and provide
the information necessary for shareholders to assess the
company’sperformance,businessmodelandstrategy.

A.C.Bruce R. A.Gregson

ChiefExecutive Officer ChiefFinancial Office
8 March 2017 8March2017

By Order of the Board

e
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Independent Auditor’s Report
tothe Members of Lookers plc

Opinion on financial statements of Lookers plc The financial statements that we have audited comprise:
+ theGroupIncome Statements;
In our opinion the financia! statements: + the Group and Parent Company Statements of
« giveatrueand fairview of the state ofthe group’s and Comprehensive Income;
ofthe parentcompany’s affairs as at 31 December + the Group and Parent Company Statements of Financial
2016and ofthegroup’sandthe parentcompany’s Position;
profitfortheyearthenended,; + theGroupandParent Company Cash Flow Statements;

* have been properly prepared in accordance with + theGroupandParent Company Statements of Changesin
International Financial Reporting Standards (IFRSs) as Equity;
adopted by the European Union; and « thePrincipal Accounting Policies; and
e theparentcompanyfinancialstatementshavebeen « therelatednotes 1to32.
properly preparedinaccordancewithIFRSsasadopted :
by the European Union and as applied in accordance The financial reporting framework that has been applied in
withthe provisions ofthe Companies Act2006; and their preparation is applicable law and IFRSs as adopted by
* have been prepared in accordance with the the EuropeanUnion.
requirements of the Companies Act 2006 and, as
regards the group financial statements, Article 4 ofthe
IAS Regulation.

Summary of our audit approach

! Key riskg

Within this report, any new risks are identified and any risks

The key risks that we identified in the current year were: - > - !
which are the same as the prior year identified.

* Inventory valuation and provisioning

» Commercial income including supplier rebate
arrangements (i.e. manufacturer bonuses)

* Potential impairment of goodwill and intangible

assets
' Materiality |
The materiality that we used in the current year was removing the effect of exceptional items of income and
£3.2m which was determined on the basis of adjusted expense (see note 4 from the pre-tax profit).

pre-tax profit. Pre-tax profit has been adjusted by

' Scoping ]
Based on our scoping assessment, our auditwork We have outlined our detailed scoping approach in the
covered 96% of the group’s profit before tax, 93% of scoping section.

revenue and 92% of the group’s net assets.

Significant changes in our approach

The group acquired the ordinary share capital of the disposed of the Parts division where we audited the
‘Knights Group and the Drayton Group; the post- pre-acquisition results included within the consolidation ata
acquisition trading results and balance sheets were component materiality.

subjecttoafullaudit. Inadditiontothis, the group
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IndependentAuditor’s Report
to the Members of Lookers plc

Going concernandthedirectors’ assessmentofthe
principal risks that would threaten the solvency or
liquidity ofthegroup

As required by the Listing Rules we have reviewed the
directors’ statementregarding the appropriateness ofthe
going concern basis of accounting contained within note 1 to
the financial statements andthedirectors’ statementonthe
longer-term viability of the group contained within corporate
governance statement on page 55.

We are required to state whether we have anything material

toadd ordraw attentiontoin relationto:

+ the directors' confirmation on page 58 that they have
carried out a robust assessment of the principal risks
facingthe group, includingthosethatwouldthreatenits
business model, future performance, solvency or liquidity;

+ thedisclosures onpage 58 thatdescribethoserisks
and explain how they are being managed or mitigated;

+ the directors’ statement in note 1 to the financial
statements about whether they considered it appropriate
to adopt the going concern basis of accounting in
preparing them and theiridentification of any material
uncertainties to the group’s ability to continue to do so
over aperiod of at least twelve months from the date of
approval ofthe financial statements; and

+ thedirectors’explanationonpage55astohowtheyhave
assessed the prospects ofthe group, over what period
theyhavedonesoandwhytheyconsiderthatperiodtobe
appropriate, and their statement as to whether they have a
reasonable expectation that the group will be able to
continue inoperation and meetits liabilities as they fall
dueoverthe period of theirassessment, including any
related disclosures drawing attentiontoany necessary
qualifications or assumptions.

We confirm that we have nothing materialtoadd ordraw
attention to in respect of these matters.

Weagreedwiththedirectors’adoption ofthe going
concernbasis ofaccountingand we did notidentify any
such material uncertainties. However, because notall
future events or conditions can be predicted, this
statementis nota guarantee as to the group’s ability to
continue as a going concern.

Independence

We are required to comply with the Financial Reporting

Council's Ethical Standards for Auditors and confirm that we
areindependent ofthe group andwe havefulfilled our other
ethical responsibilities in accordance with those standards.

Details of the non-audit service fees charged forthe year
havebeen presentedin Note4anddiscussedinthe Report
from the Chairman of the Audit and Risk Committee.

We confirmthatwe are independent of the group and we
have fulfilled our other ethical responsibilities in
accordance withthose standards. We also confirmwe
have not provided any of the prohibited non-audit
services referred to in those standards.

Ourassessmentofrisks of materialmisstatement

The assessed risks of material misstatement described
belowarethosethathadthe greatesteffectonouraudit
strategy, the allocation of resources in the audit and directing
the efforts of the engagement team.

The risks included within this audit report are consistent with
those reportedin the year ended 31 December 2015 audit
report aside from the removal of the pension scheme
valuation risk. We did not consider this a key risk in the
current year as it did not have the greatest effect on our
auditstrategy northe allocation ofresourcesintheauditand
thereforewas notanareaoffocusforouraudit.

Financial Statements
84
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tothe Members of Lookers plc

| Inventory valuation and provisionings:s

Risk description

There are a number of risks that can have a material
impact on the inventory balance in the financial
statements, principally:

the assessmentofnetrealisable value ofinventory,
which for used vehicles in particular can fluctuate as a
result of market factors and the condition of vehicles;

manufacturer bonuses, which should be offset against
the inventory balance where the vehicle is still recorded
asinventory atthe balance sheet date; and

provision requirements for slow-moving inventory.

Inventory hasincreasedto £839.4 million (2015:£816.0
million) duetothe acquisitionofthe Drayton Groupand
Knights Group inthe year and increased inventory levels
to supportthe Group's growth offsetby the reductionin
parts inventory due to the disposal of the Parts business
inthe current year

The inventory valuation accounting policy is disclosed on
page 96 andtheinventorynoteis disclosedon page 117.

How the scope of our audit responded to the risk
We have:

assessed the design and implementation of controls in
placeinrelationtothe recording of ageing ofinventory
held acrossthe Group;

performed substantive procedures (discussed below),
including data audit techniques on the Group’s vehicle
and partsinventory reports, toidentify anyissuesin
respect of valuation and slow-moving inventory;

testedthe costofinventory by referencetoasampleof
supplierinvoicesandconfirmations;

+ assessed whether manufacturer bonuses have been
appropriately recorded within the inventory balance
where appropriate; and

+ assessedtheriskaround netrealisable value of used
cars by comparing the carrying value of a sample of
vehiclestothe industry accepted valuation methodology
set out in the Glass’ Guide and CAP, and also by
reference to a selection of post year-end sales.

Key observations

The results of our test were satisfactory and the value of
inventory held is appropriate and in line with the
requirements of IAS 2. We are satisfied that the

judgements made by management in calculating the
provisions in place at year end are reasonable based on
the audit evidence obtained.
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tothe Members of Lookers pic

[Commercial[incomelincluding sugpler (Tka, manufacturer;bonuses)

Risk description

Commercial income £147m (2015: £127m) derived from
the Group’s manufacturerpartnersis significanttothe
overall result.

The principal risk associated with commercial income
relatestoitsrecognition as aresult of the complex nature
of the agreements and hence the interpretation of whether

targets have been met. Thiscanmakeitdifficuittoprove
that the commercial income is correct to be recognised

The commercial income accounting policy is disclosed on
page 98.

How the scope of our audit responded to the risk
We have:

o . . A
+ assessed the design and implementation of controls in
place in relation to the recognition of commercial
incomeacrossthe Group;

+ compared a sample of bonus balances to credits
received from the manufacturer and subsequent cash
received,;

+ enquired of managementofthe results of any audits
performed by manufacturers in relation to commercial
incomeintheyear;

+ reviewed the ageing of amounts due and evaluated
management’s judgements relating to the recoverability
ofanyagedbalances, includingconsideringthe need
for any provision,

+ performed analytical procedures to test the
completeness and accuracy of the amounts recordedin
the year.

Key observations

We are satisfied with the timing of recognition of
commercial income in the year based on the audit
evidence received. We consider the disclosures in relation

to manufacturer bonuses to adequately describe the types
of rebate income received and the recognition within the
statement of financial position as at 31 December 2016.
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tothe Members of Lookers plc

‘ P'ofé;\ﬁalvimpairmeﬁt of goddvvﬁll EL in?aﬁdiblé assetss

Risk description

The Grouphasgoodwillandintangible assetsof£217.4 andgrowthrates disclosedinnote 9 on page 112based
million (2015: £158.3 million) which arose from a number on management'’s view of future business prospects.

of acquisitions over several years including £69.9 million

onthe acquisition of the Drayton group and the Knights Should there be low contribution dealerships recognising
Groupintheyearended 31 December2016. specificgoodwillandintangible balancesthenthereisa

risk that those balances might be impaired.
The Group’sassessmentofimpairmentisajudgemental
process which requires estimates concerning the See critical accounting estimates and judgements on
estimated cash flows, useful economiclives, discountrates page 93. '

How the scope of our audit responded to the risk

We have:
+ assessed the design and implementation of controlsin + considered the historical accuracy of management's
place in relation to the impairment review and analysis forecasting;
carriedoutforthe Group
+ benchmarked the discount rates against peer Group
+ reviewed management's impairmentcalculationand businesses; and
assessed whether the requirements of 1AS 36
‘Impairmentof Assets' havebeenfoliowed; * engaged ourinternal valuation specialists to review the

discountrates adopted.
+ evaluatedthe underlyingassumptions applied, including
key judgements relating to growth in profits, useful
economiclives and the discount rates applied;

+ compared management’s growth assumptionsto recent
trading performance ofthe relevant cash generating
units and also compared to external growth data
provided by the Society of Motor Manufacturers &
Traders;

Key observations

We concluded that the assumptions appliedinthe above. Insomecircumstances goodwillcontinuestobe
impairment models were appropriate, including those recognised in relation to low contribution dealerships. We
around low contribution dealerships and no additional are satisfied management has reached the conclusion not
impairments were identified from the work performed to impair these based on the audit evidence obtained.

Thesematterswere addressedinthe contextof ourauditof
the financial statements as a whole, and in forming our

opinionthereon,andwedonot provide aseparateopinion

onthese matters.
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to the Members of Lookers plc

Our application of materiality

We define materiality as the magnitude of misstatementin
the financial statements that makes it probable that the
economicdecisions of a reasonably knowledgeable person
would be changed orinfluenced. We use materiality both in

Group materiality
£3.2 million (2015: £3.2 million)

planningthe scopeofourauditwork andinevaluatingthe
results of our work.

Based on our professional judgement, we determined
materiality for the financial statements as a whole as follows:

Basis for determining materiality

5% of adjusted pre-tax profit. Pre-tax profithas been
adjusted by removingthe effectof exceptionalitems of

Adjusted pre-tax profithas been used to take account of
the exceptional itemswithinthe yearwhichdonot
accurately reflect the underlying trade of the business.

| Rationale for the benchmark applied

income and expense (see note 4 from the pre-tax profit).
This basis is consistent with the prior year.

This is also the key performance measure for the Group and
receives significantfocus from shareholders and analysts.

Weagreed withthe Audit Committee thatwe wouldreportto
the Committee all audit differences in excess of £162,000
(2015:£60,000), as well as differences belowthatthreshold
that, in our view, warranted reporting on qualitative grounds.
The change in the reporting threshold has been made
following our reassessment of what matters require
communicating. Wealsoreporttothe Audit Committee on
disclosure matters thatwe identified when assessingthe
overall presentation of the financial statements.

An overview of the scope of our audit

Our group audit was scoped by obtaining an understanding
of the group and its environment, including group-wide
controls, and assessing the risks of material misstatement at
the group level.

Based onthatassessment, we focused our group audit
scope primarily onthe auditwork at 26 (2015:22) locations
which are primarily regional accounting centres. 25 (2015:
16)ofthese were subjectto afull audit, whilstthe remaining
1 (2015: 6) was subject to an audit of specified account
balances wherethe extent of ourtestingwasbased onour
assessment of the risks of material misstatement and of the
materiality of the group’s operations at this location. The
change in the number of locations subject to full audit or
specified accountbalancesis dueto the acquisition ofthe
Drayton Group and Knights Groupinthe year. These 25
locations represent the principal business units and account

for 93% (2015: 90%) of the group’s revenue, 96% (2015:
98%) of the group’s profit before tax and 92% (2015: 97%)
ofthe group’s total netassets. Theywere also selected to
provide anappropriate basis forundertaking auditwork to
address the risks of material misstatement identified above.
Ourauditwork atthe 25locations was executed atlevels of
materiality applicabletoeachindividual entitywhichwere
lower than group materiality and were capped at £1.7 million
(2015: capped at £1.5million).

Atthe parententity level we also tested the consolidation
process and carried out analytical procedures to confirm our
conclusionthatthere were no significant risks of material
misstatement of the aggregated financial information of the
remaining components not subject to audit or audit of
specifiedaccountbalances.

The Group auditteam followed a programme of visits that
involved a seniormember ofthe Group auditteam visiting
each of the locations where the Group audit scope was
focused. Onekeycomponenthadaseparate component
audit partner. The component audit partner and team
attended the Group team planning briefing led by the Group
engagement partner, we discussed their risk assessment,
andwe alsoreviewed documentation of the findings from
theirwork. Furthermore, alongside the componentaudit
partner, the Group engagement partner attended the
componentclose meeting.
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Independent Auditor’s Report
tothe Members of Lookers plc

Profit
before

® Full audit scope

© Reviewatgrouplevel

Opinion onother matters prescribed by the Companies
Act 2006
Inouropinion,basedontheworkundertakeninthecourse
oftheaudit:

¢ the partofthe Directors’ Remuneration Hepori tobe
audited has been properly prepared in accordance with
the Companies Act2006;

¢ theinformationgivenin the Strategic Reportandthe
Directors’ Reportforthe financial yearfor which the
financial statements are prepared is consistent with the
financial statements; and

e the Strategic Report and the Directors’ Report have been
prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the
company and its environment obtained in the course of the
audit, we have notidentified any material misstatementsin
the Strategic Report and the Directors’ Report.

® Fullauditscope

© Reviewatgrouplevel

® Fullauditscope
® Specified audit procedures

© Reviewatgrouplevel

Matters on which we are required to report by exception

Adequacy of explanations received and accounting
records

Underthe Companies Act2006 we are requiredtoreportto
youif, inour opinion:

» we have not received all the information and explanations
werequireforouraudit; or

* adequate accounting records have not been kept by the
parentcompany, or returns adequate for our audit have
not been received from branches not visited by us; or

* theparentcompanyfinancialstatementsarenotin
agreement with the accounting records and returns.

We have nothing to report in respect of these matters.

Directors’ remuneration

Underthe Companies Act2006 wearealsorequiredto
reportifinouropinion certaindisclosures of directors’
remuneration have notbeen made orthe partof the
Directors’Remuneration Reporttobe auditedisnotin
agreement with the accounting records and returns.

We have nothing to report arising from these matters.
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Corporate Governance Statement

Under the Listing Rules we are also required to review part
ofthe Corporate Governance Statement relatingtothe
company'scompliancewith certain provisions ofthe UK
Corporate Govemance Code.

We have nothing to report arising from our review.

Ourduty to read otherinformationinthe Annual Report
Under International Standards on Auditing (UK andlreland),
wearerequiredtoreporttoyouif,inourapinion, information
in the annualreportis:

» materiallyinconsistent with the information in the audited
financial statements; or

* apparently materiallyincorrectbased on, ormaterially
inconsistent with, our knowledge of the group acquired in
the course of performing ouraudit; or

+ otherwise misleading.

We confirmthatwe have notidentifiedany such
inconsistencies or misleading statements.

Inparticular, wearerequiredtoconsiderwhetherwehave
identified any inconsistencies between our knowledge
acquiredduringthe auditand the directors’ statementthat
they consider the annual report is fair, balanced and
understandable andwhether the annual report appropriately
disclosesthose matters thatwe communicatedtotheaudit
committee whichwe consider shouldhavebeendisclosed.

Respective responsibilities of directors and auditor
Asexplained mare fullyinthe Directors' Responsibilities
Statement, the directors are responsible for the preparation
ofthefinancial statements and forbéing satisfied thatthey
give atrue andfairview. Ourresponsibilityistoauditand
express an opinion on the financial statements in
accordancewithapplicable lawand International Standards
on Auditing (UK and lreland). We also comply with
International Standard on Quality Control 1 (UKand Ireland).
Our audit methodology and tools aim to ensure that our
qualitycontrolproceduresare effective, understoodand
applied. Our quality controls and systems include our
dedicated professional standards review team and
independentpartnerreviews.

This reportis made solelyto the company’s members, asa
body, in acéordance with Chapter 3 of Part 16 of the
Companies Act 2006. Ourauditwork has been undertaken

sothat we might state to the company’'s membersthose
matters we are required to state to them in an auditor’s
report and for no other purpose. To the fullest extent
permitted bylaw, we donotacceptor assume responsibility
to anyone other than the company and the company's
members asabody, forourauditwork, forthisreport, orfor
the opinions we have formed.

Scope of the audit of the financial statements
Anauditinvolves obtaining evidence aboutthe amounts and
disclosures in the financial statements sufficient to give
reasonable assurancethatthe financial statements are free
from material misstatement, whether caused by fraud or
error. This includes an assessment of; whether the
accounting policies are appropriate tothe group’s and the
parentcompany's circumstances andhavebeenconsistently
applied and adequatelydisclosed; the reasonabieness of
significant accounting estimates made by the directors; and
the overall presentation of the financial statements. In
addition, we read all the financial and non-fi nancial
information in the annual report to identify material
mcons:stencceswnth the audited financial statementsandto
identifyanyinformationthatis apparently materially incorrect
based on, or materially inconsistent with, the knowledge
acquired by usin the course of performing the audit. If we
become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

Patrick Loftus FCA (Senior statutory auditor)
for and on behalf of Deloitte LLP
Chartered Accountants and Statutory Auditor
Manchester, UK

8 March 2017
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Principal Accounting Policies

The principal accounting policies adopted in the preparation
of these financial statements are set out below. These
policies have been consistently applied to all years
presented, unless stated otherwise.

1. General Information

Lookers plcis acompany incorporatedin the United
Kingdom under the Companies Act 2006. The address
oftheregistered officeis giveninnote 12tothese
Financial Statements. The nature ofthe group's operations
andits principal activities are set outin section 1 ofthe
Directors’ Report.

2 Basis of Preparation

The financial statements of the group have been preparedin
accordance with International Financial Reporting Standards
(IFRS) adopted by the European Union. Therefore the group
financial statements comply with article 4 of EU IAS
Regulation.

The Company haselectedtotake exemptionundersection
408 of the Companies Act 2006 not to present the
Company profit and loss account. The profit for the Company
for the year was £23.2million (2015; £29.3million).
Thefinancial statements have been prepared onthe
historical cost basis, except for the revaluation of certain
properties and financial instruments.

Adoption of new and revised Standards

Amendments to IFRSs that are mandatorily effective for the
current year

In the current year, the Group has applied a number of
amendmentsto IFRSsissued by the International Accounting
Standards Board (IASB) that are mandatorily effective for an
accounting periodthatbeginsonor after 1 January 2016.
Theiradoption has nothad any materialimpactonthe
disclosures or on the amounts reported in these financial
statements.

Amendments to IFRS 10, IFRS 12 and IAS 28

Investment Entities: Applying the Consolidation Exception
The Grouphas adoptedtheamendmentstoIFRS 10,IFRS
12 and IAS 28 Investment Entities: Applying the
Consolidation Exception for the firsttime in the current year.
The amendments clarify that the exemption from preparing
consolidatedfinancial statementsis availabletoaparent
entitythatis asubsidiary of aninvestmententity, evenifthe
investment entity measures all its subsidiaries at fair value in
accordance with IFRS 10. The amendments also clarify that
the requirement for an investment entity to consolidate a
subsidiary providing services related to the former’s
investment activities applies only to subsidiaries that are not
investment entities themselves.

As the Company is notaninvestmententity and does not
haveany holding company, subsidiary, associate orjoint
venture that qualifies as an investment entity, the adoption of
the amendments has had no impact on the Group’s
consolidated financial statements.

Amendments to [FRS 11

Accounting for Acquisitions of Interests in Joint Operations
The Group has adopted the amendments to IFRS 11
Accounting for Acquisitions of Interests in Joint Operations
for the first time in the current year. The amendments
provide guidance on howto accountforthe acquisitionof a
jointoperationthatconstitutesabusinessasdefinedinIFRS
3 Business Combinations. Specifically, the amendments
state that the relevant principles on accounting for business
combinations in IFRS 3 and other standards should be
applied. The same requirements should be appliedto the
formation of a joint operation if and only if an existing
business is contributed to the joint operation by one of the
parties that participate in the joint operation.

A joint operator is also required to disclose the relevant
information required by IFRS 3 and other standards for
business combinations.

The adoption of these amendments has had no impact on
the Group’sconsolidatedfinancial statements.

Amendments to [AS 1

Disclosure Initiative

The Group has adopted the amendments to IAS 1
Disclosure Initiative for the firsttime in the current year. The
amendments clarify that an entity need not provide a specific
disclosurerequired by anIFRSifthe informationresulting
from that disclosure is not material, and give guidance on the
bases of aggregating and disaggregating information for
disclosure purposes. However, the amendmentsreiterate that
anentity should consider providing additional disclosures
whencompliance withthe specificrequirementsinIFRSis
insufficient to enable users of financial statements to
understand the impact of particular transactions, events and
conditions on the entity’s financial position and financial
performance.

In addition, the amendments clarify that an entity’s share of
the othercomprehensive income of associates andjoint
ventures accounted for using the equity method should be
presented separately fromthose arisingfromthe Group,
and should be separatedinto the share ofitems that, in
accordance with other IFRSs: (i) will not be reclassified
subsequentlyto protitorloss; and (i) will be reclassified
subsequently to profit or loss when specific conditions

are met.
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The amendments also address the structure of the financial
statements by providing examples of systematic ordering or
grouping of the notes.

The adoption of these amendments has not resulted in any
impact on the financial performance or financial position of
the Group.

Amendments to IAS 16 and IAS 38

Clarification of Acceptable Methods of Depreciation and
Amortisation
TheGrouphasadoptedtheamendmentstolAS 16andIAS
38 Clarification of Acceptable Methods of Depreciation and
Amortisation for the first time in the current year. The
amendments to IAS 16 prohibit entities from using a
revenue-baseddepreciationmethodforitems of property,
plant and equipment. The amendments to IAS 38 introduce
arebuttable presumption that revenue is not an appropriate
basis for amortisation of an intangible asset. This
presumption can only be rebutted in the following two limited
circumstances:

a) when the intangible asset is expressed as a measure of
revenue; or

b) when it can be demonstrated that revenue and
consumption of the economic benefits of the intangible
assetarehighly correlated.

As the Group already uses the straight-line method for
depreciationand amortisation forits property, plantand
equipmentandintangible assets, respectively, the adoption
ofthese amendments hashad noimpactonthe Group’s
consolidated financial statements.

Amendments to [AS 16 and 1AS 41

Agriculture: Bearer Plants
TheGrouphasadoptedtheamendmentstolAS 16andIAS
41 Agriculture: Bearer Plants for the first time in the current
year. Theamendments define abearerplantandrequire
biological assetsthatmeetthe definitionofabearerplantto
be accounted for as property, plant and equipment in
accordance with IAS 16, instead of IAS 41. The produce
growing onbearer plants continues to be accounted forin
accordance with IAS 41.

Theadoptionofthese amendmentshashadnoimpacton
the Group's consolidated financial statements as the Group
is not engaged in agricultural activities.

Amendments to [AS 27

Equity Method in Separate Financial Statements

The Group has adoptedthe amendmentsto IAS 27 Equity
Method in Separate Financial Statements for the firsttime in
the current year. The amendments focus on separate
financial statements and allowthe use of the equity method
in such statements. Specifically, the amendments allow an
entity to account for investments in subsidiaries, joint

ventures and associates in its separate financial statements:

» atcost,

+ inaccordancewithlIFRS9(orlAS 39forentitiesthathave
notyet adopted IFRS 9), or

+ usingtheequitymethodasdescribedinlAS28
Investments in Associates and Joint Ventures.

The same accounting must be applied to each category of

investments.

The amendments also clarify that when a parent ceases to
be aninvestment entity, or becomes an investment entity, it
should account for the change from the date when the
change in status occurs.

Theadoptionoftheamendmentshashadnoimpactonthe
Company’s separate financial statements as the Company
accounts for investments in subsidiaries and associates at
cost and is not an investment entity.

Annual Improvements to [FRSs 2012-2014 Cycle

The Group has adopted the amendments to IFRSs included
in the Annual Improvements to IFRSs 2012-2014 Cycle for
thefirsttimeinthecurrentyear.

Theamendmentsto IFRS 5introduce specificguidancein
IFRS 5 forwhen an entity reclassifies anasset(ordisposal
group) fromheldfor saleto heldfordistributionto owners (or
vice versa). The amendments clarify that such a change
shouldbeconsideredas acontinuation oftheoriginal planof
disposal and hence requirements set out in IFRS 5 regarding
thechange ofsaleplandonotapply. Theamendmentsalso
clarify the guidance for when held-for-distribution accounting
is discontinued.

Theamendmentsto IFRS 7 provide additional guidanceto

clarify whether a servicing contractis continuing involvement
in a transferred asset for the purpose of the disclosures
required in relation to transferred assets.

The amendments to IAS 19 clarify that the rate used to
discount post-employment benefit obligations should be
determined by reference to marketyields atthe end ofthe
reporting period on high quality corporate bonds. The
assessment of the depth of a market for high qualify
corporate bonds should be at the currency level (i.e. the
same currency as the benefits are to be paid). For currencies
for which there is no deep market in such high quality
corporate bonds, the market yields at the end of the
reporting period on government bonds denominated in that
currency should be usedinstead.

The adoption oftheseamendments has hadno effectonthe
Group’s consolidated financial statements.
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New and revised IFRSs in issue but not yet effective
Atthe date of authorisation of these financial statements,
The Group has notappliedthe following new andrevised
IFRSs that have been issued but are not yet effective and [in
some cases] had not yet been adopted by the EU:

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with
Customers

IFRS 16 Leases

IFRS 2 (amendments) | Classification and Measurement

of Share-based Payment
Transactions

IAS 7 (amendments) Disclosure Initiative

IAS 12 (amendments) | Recognition of Deferred Tax

Assets for Unrealised Losses

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture

IFRS 10 and IAS 28
(amendments)

The directors do not expect that the adoption of the

Standardslisted abovewillhave amaterialimpacton

the financial statements of the Group in future periods,

except as noted below:

— IFRS 9 will impact both the measurement and disclosures
of financialinstruments;

— lIFRS 15 may have animpact on revenue recognition
andrelateddisclosures; and

— lIFRS 16 may have animpact on the reported assets,
liabilities, income statement and cash flows of the Group.
Furthermore, extensive disclosures will be required
byIFRS 16.

Beyondtheinformationabove, itis notpracticableto
provide areasonable estimate ofthe effect ofthese
standards until a detailed review has been completed.

Going Concern

This financial information has been prepared on agoing
concern basis which the Directors believe to be appropriate
for the reasons set out below.

The company andthe group meettheirday to day working
capital requirements through short-term stocking loans, the
revolving credit facility and its medium-term funding
requirements through a term loan. At the year end the
medium-termbankingfacilitiesincluded arevolving credit
facility of up to £150.0 million and a term loan totalling £85.0
million, providing total facilities of £235.0 million. These
tacilities were renewed in September 2015 and are due for
renewal in March2020.

In addition to the total facility limit, the facilities include
certaincovenanttests. The failure ofacovenanttestwould
render the entire facilities repayable on demand at the option
of thelenders.

The Directors have assessed the future funding
requirements ofthe groupandthe companyandcompared
them to the level of committed available borrowing facilities.
Thisassessmentincluded adetailedreviewoftradingand
cashflowforecasts for a period 12 months fromthe date of
this annual report which projects that the total revised facility
limitis notexceeded over the duration of the forecasts and
forecast covenant levels are met. Whilst uncertainty remains
in the global economy these forecasts are considered
reasonable.

The Directors have a reasonable expectation that the group
andthecompanyhave adequateresourcestocontinuein
operational existence for the foreseeable future. For those
reasons, they continuetoadoptthe goingconcernbasisin
preparing this Annual Report.

3. Critical accounting estimates and judgements

In the process of applying the groups Accounting Policies,
whicharedescribedabove, thedirectorshave madethe
followingjudgementsthathave hadthe mostsignificant
effect on the amounts recognised in the financial
statements.

Pensions

Theliabilityrecognisedinthebalance sheetinrespectofthe
group’s retirement benefit obligations represents the
liabilities of the group’s defined benefit pension schemes
after deduction of the fair value of the related assets. The
schemes'liabilities are derived by estimating the ultimate
costof benefits payable by the schemes andreflectingthe
discounted value ofthe proportion accrued by the yearend
inthebalance sheet. Inordertoarrive atthese estimates, a
numberofkeyfinancialand non-financialassumptionsare
made by management, changes to which could have a
material impact upon the net deficit and also the net cost
recognised inthe comprehensive income statement.

The principal assumptions relate to the rate of inflation,
mortality and the discount rate. The assumed rate of inflation
isimportantbecausethis affects therate at which salaries
growandtherefore the size of the pensionthatemployees
receive upon retirement. Over the longer term, rates of
inflation canvary significantly.
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The overall benefits payable by the schemes will also depend
upon the length of time that members of the schemes live
for; the longer they remain alive, the higherthe cost ofthe
pension benefits to be met by the schemes. Assumptions are
made regarding the expected lifetime of the schemes’
members, based upon recent national experience. However,
giventheratesofadvanceinmedical science, itisuncertain
whether these assumptions will prove to be accurate in
practice.

The rate used to discount the resulting cash flows is
equivalenttothe marketyield atthebalance sheetdateon
UK government securities with a similar duration to the
schemes liabilities. This rate is potentially subject to
significant variation. The net cost recognised in the Income
Statementis also affected by the returnonthe schemes’
assets. The impact of the pension estimates on the group’s
accountscanbeseeninnote 29.

Key sources of estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation and uncertainty at the balance sheet
date, thathave had a significantrisk of causingamaterial
adjustment to carrying amounts of assets and liabilities are
discussed below.

Goodwill and Intangible Assets

Thegroupreviewsthe goodwill arisingonthe acquisition of
subsidiaries or businesses and any intangible assets with an
indefinite life forimpairment at least annually or when events
or changes in economic circumstances indicate that
impairment may have taken place. The impairmentreviewis
performed by projecting the future cash flows, excluding
finance and tax, based upon budgets and plans and making
appropriate assumptions about rates of growth and
discounting these using a rate that takes into account
prevailingmarketinterestrates andtherisksinherentinthe
business. Ifthe presentvalue ofthe projected cashflowsis
lessthanthecarryingvalue oftheunderlyingnetassetsand
related goodwill, an impairment charge would be required in
theIncome Statement.

This calculation requires the exercise of significant
judgement by management; if the estimates made prove to
be incorrect or changes in the performance of the
subsidiaries affectthe amount andtiming of future cash
flows, goodwill may become impaired in future periods.

In respect of acquisitions, at the point of acquisition the
group is required to assess whether intangible assets need
to be separately identified and measured. The measurement
and assessmentofthe usefuleconomiclives ofintangible
assets requires the use of judgement by management.

4. Basis of Consolidation

The consolidated financial statements comprise the
accounts of the company and its subsidiary undertakings. An
undertaking is regarded as a subsidiary if the group has
control overits operatingand financial policies. The profits
andlossesof subsidiaryundertakings are consolidatedas
fromthe effective date of acquisition orto the effective date
of disposal.

The group uses the purchase method of accounting to
accountforthe acquisition of subsidiaries. The costof an
acquisition is measured as the fair value of the assets
acquired, equity instruments issued and liabilities incurred or
assumed at the date of compiletion, plus costs directly
attributable to the acquisition. Identifiable assets acquired,
liabilities and contingentliabilities assumedinabusiness
combinationare measuredinitially attheirfairvalues atthe
acquisition date, irrespective ofthe extent of any minority
interest. The excess ofthe cost ofacquisition over the fair
value of the group’s share of the identifiable net assets
acquiredisrecorded as goodwill. Ifthe costof acquisitionis
less than the fair value of the net assets of the subsidiary
acquired, the difference is recognised directly in the Income
Statement.

Intercompanytransactions, balancesand unrealised gainson
transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of acquired subsidiaries are changed
where necessaryto ensure consistency withthe policies
adopted by the group.

5. Revenue recognition

Revenueis measured atinvoice price, excluding value added
taxes, and principally comprises external vehicle sales, parts,
servicingandbodyshop sales. Vehicleandparts sales are
recognisedwhen substantially aflrisks andrewards have
beentransferredtothe customer. Thisis generally atthe
time of delivery to the customer. Service and bodyshop sales
arerecognised in line with the work performed. Revenue
alsocomprises commissionsreceivable forarranging vehicle
financing and related insurance products. Commissions are
basedonagreedratesandincomeisrecognisedatthetime
of approval of the vehicle finance by the finance provider.
Wherethe groupis acting as agenton behalf of aprincipal,
the commissionearnedis alsorecorded atanagreedrate
when the transaction has occurred. Where a property
transaction is deemed to be exceptional, the profit on sale is
recognised when the contract for sale becomes
unconditional.

Financial Statements

Y



Principal Accounting Policies

6. Segmental Reporting

A business segment is a component that engages in
business activities from which it may earn revenues andincur
expenses; whose operating results are regularly reviewed by
the entity’s chief operating decision maker to make decisions
aboutresourcestobe allocatedtothe segmentand assess
its performance; and for which discrete financial information
is available. The business segments are setoutin note 1.

7. Operating profit
Operating profitis stated before netinterest costsand debt
issue costs.

8. Goodwill arising onConsolidation

Goodwill represents the excess of the cost of an acquisition
overthefairvalue ofthe group’s share ofthe netidentifiable
assets ofthe acquired entity atthe date of the acquisition.
Goodwill on acquisitions of subsidiaries is shown separately
onthebalance sheet. Goodwill arisingonacquisitionsis
tested annually forimpairmentandis carried atcostless
accumulated impairment losses.

9. Intangible Assets

Intangible assets acquiredonabusiness combinationare
capitalised separately from goodwill if the asset is separable
and if fair value can be measured reliably on initial
recognition. Intangible assets so acquired are carried at cost
less accumulated amortisation and any impairment losses.
Amortisationis providedonastraightline basisto allocate
the costofthe assetoverits estimated usefullife. The useful
life of customer relationships is expected to be up to 20
years, andthe usefullives of acquired brands andlicences
vary between 5years and indefinitelife. Intangible assets
with indefinite life are tested annually for impairment. A
valuation of intangible assets is performed by an
independent external specialist to assess their useful lives.
The group has nointernally generated intangible assets.

10. Investments
Investments held as fixed assets are stated at cost less
provisionforimpairment.

11. Property, Plant and Equipment

Assets are stated attheir deemed cost less depreciation.
With the exception of certain properties which were revalued
on31December2003, allassets are recorded at historical
cost. The basis ofthe revaluation, beingopenmarketvalue
was, in the opinion of the Directors, approximate to fair value
and has been adopted as deemed cost on transition to IFRS.
The group has adopted the cost model under IAS 16,
‘Property plantand equipment’.

Freehold buildings and long leasehold properties are
depreciatedover50yearsonastraightlinebasistotheir
estimated residual values. Shortleasehold properties are
amortised by equalinstalments overthe periods ofthe
respective leases.

Plantand machinery (includingmotor vehicles), fixtures,
fittings, tools and equipment (including computer equipment
andterminals), are depreciated onastraightline basis at
rates varying between 10% and 33% per annumovertheir
estimatedusefullives.

Property, plantand equipmentaretransferredto “Assets
held for sale” when management expect their disposal to be
completed within one year from the balance sheet date.
Non-current assets classified as held for sale are stated at
the lower of net book value or expected proceeds.

12 ImpairmentofAssets

Assets that have an indefinite life are not subject to
amortisation and are tested at least annually for impairment.
Assets subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset's
carrying amount exceeds its recoverable amount. The
recoverable amountis the higher of an asset’s fair value less
disposal costs, and valueinuse.

13. Leases

Assets purchased under hire purchase contracts are
capitalisedinthe balance sheetand are depreciated over
their useful lives. The interest element of the rental obligation
ischargedtothe Income Statementsoastogiveaconstant
rate of charge on the remaining balance of the obligation.

Rental costs under operating leases are charged to the
Income Statement in equal annual amounts over the periods
of theleases.
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14. Inventories

Inventories are valued at the lower of purchase price and net
realisable value. Deposits paid for vehicles on consignment
representbulk deposits paidtomanufacturers. The group
recognises consignment stockinits balance sheetwhen
there has been a substantial transfer of the risks and
rewards of ownership. Therelatedliabilitiesareincludedin
trade payables.

15. Rental fleet vehicles

Motor vehicles hired to customers undershorttermrental
agreements less than 1 year are included within Current
Assets. Income from such rentals are recognised on a straight
line basis over the period of the rental agreement.

Vehicles heldundershorttermrental agreements are
depreciated on a straight line basis over the course of the
rental agreement to their estimated residual value on
termination of that agreement.

16. Taxation

The tax expense represents the sum of the tax currently
payableanddeferredtax. Thetaxcurrently payableisbased
ontaxable profitforthe year. Taxable profit differs from net
profit as reported in the Income Statement because it
excludes items of income or expense that are taxable or
deductibleinotheryearsanditfurtherexcludesitemsthatare
never taxable or deductible. The group’s liability for current tax
is calcutated using tax rates that have been enacted or
substantively enacted by the balance sheet date.

Deferredtaxis providedinfull, using the liability method, on
taxable temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the
consolidated financial statements. However, if the deferred tax
arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time
of the transaction affects neither accounting nor taxable profit
or loss, it is not accounted for. Deferred tax is determined
using tax rates (and laws) that have been enacted or
substantively enacted by the balance sheet date and are
expected to apply when the related deferred tax asset is
realised orthe deferredtaxliability is settled. Deferred tax
assets are recognised to the extentthatitis probable that
future taxable profit will be available against which the
temporary differences can be utilised. Deferred tax is not
providedontemporary differencesarisingoninvestmentsin
subsidiaries, as the group controls the timing of the reversal of
the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

17. Pension Costs

The group operatesthe“Lookers Pension Plan”, the“Dutton
Forshaw Group Pension Plan” and the “Benfield Group
Pension Plan”which are defined benefitpensionschemes
providing benefits based on final pensionable salary. The
defined benefit schemes define the amount of pension
benefit that an employee will receive on retirement, dependent
onone ormorefactorsincludingage, years of serviceand
salary. All schemes are closed to new members and to future
accrual. The last triennial valuation of the “Lookers Pension
Plan” was carried out at 31 March 2013 by Aon Hewitt
Limited and has been updated to 31 December 2016 by a
qualified independent actuary to take account of IAS 19
(Revised). The last triennial valuation of the “Dutton Forshaw
Group Pension Plan” was carried out at 31 March 2013 by
Aon HewittLimited and has been updated to 31 December
2016 by aqualified independent actuary to take account of
IAS 19(Revised).

Under IAS 19 (Revised), the defined benefit deficits are
included on the group’s balance sheet. Liabilities are
calculated based on the current yields on high quality
corporate bondsand on marketconditions. Surplusesare
only included to the extent that they are recoverable through
reduced contributionsinthefuture orthroughrefunds from
the schemes.

Thedirectors have carried out an assessment of whether
thereis anunconditionalrighttoarefund of contributions or
areductionincontributions by referencetothe schedule of
contributions and are satisfied that no further liability is likely
toarise.

Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions are
charged or credited, net of deferred tax, eachyearto
reserves and shownin the Statement of Comprehensive
Income.

AsaresultoftheamendmentstoIAS 19Employee Benefits,
the group has changed its accounting policy with respectto
determining the income or expense related to its defined
benefit pension scheme. The standard prescribesthatan
interestexpense orincomeis calculated onthe netdefined
benefit liability or asset respectively by applying the discount
ratetothe netdefined benefitliability orasset.

The group also provides pension arrangements for

employees and certain Directors under defined contribution
schemes. Contributions for these schemes are charged to
the Income Statementin the year in which they are payable.
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18. Cash and CashEquivalents

Forthe purpose ofthe cash flow statement, cashandcash
equivalents comprise deposits with banks and financial
institutions, bank and cash balances, and liquid investments,
net of bank overdrafts. In the balance sheet, bank overdrafts
areincludedin currentborrowings.

19. Share Based Payments

The group issues equity-settled share-based payments to
certain employees. Equity-settled share-based payments are
measured atfairvalue (excludingthe effect of non-market-
based vestingconditions) atthe date ofgrant. The fairvalue
determined at the grant date of the equity-settled share-
based payments is expensed on a straight-line basis over the
vestingperiod, basedonthe group’sestimate of sharesthat
will eventually vest and adjusted for the effect of non-market-
based vesting conditions.

Fair value is measured by use of the Black Scholes model.
The expectedlifeused inthe model has been adjusted,
basedonmanagement’sbestestimate, forthe effects of
non-transferability, exercise restrictions, and behavioural
considerations.

20. Derivative Financiallnstruments

The group enters into a variety of derivative financial
instruments to manage its exposure to interest rate and
foreign exchange rate risk, including forward foreign exchange
contracts and an interest rate collar. Further details of
derivativefinancialinstruments aredisclosedinnote21tothe
financial statements.

Derivativesareinitially recognisedatfairvalue onthedatea
derivative contract is entered into and are subsequently
remeasuredtotheir fairvalue ateachreporting date. The
resultinggainorlossisrecognisedinthe Income Statement
immediately unless the derivative is designated and effective
as a hedging instrument, in which event, the timing of the
recognitionintheincomestatementdependsonthe natureof
the hedge relationship.

Thefairvalue of hedging derivativesis classified as a non-
current asset or a non-current liability if the remaining maturity
ofthe hedge relationshipis morethan 12monthsandas a
currentassetoracurrentliability if the remaining maturity of
the hedge relationship is less than 12 months.

Derivatives not designated into an effective hedge relationship
are classified as a current asset or a current liability.

21. Effectiveinterestmethod

The effective interest method is amethod of calculating the
amortised cost of financial liabilities and of allocating interest
income overtherelevantperiod. The effective interestrate
is the rate that exactly discounts estimated future cash
receipts through the expected life ofthe financial asset, or,
where appropriate, a shorter period.

Debt instruments that are held-to-maturity, are available for
sale or are loans and receivables recognised inincome on an
effective interest rate basis.

Loans and Receivables

Tradereceivables, loans and otherreceivablesthathave
fixed or determinable payments that are notquotedinan
active market are classified as ‘loans and receivables'. Loans
andreceivables are measured atamortised costusingthe
effective interest method lessimpairment.

Interest is recognised by applying the effective interest rate,
exceptforshort-termreceivables whenthe recognition of
interestwould beimmaterial.

Impairment of Financial Assets

Financial assets, otherthanthose atfairvaluethrough
profitorloss, are assessedforindicators ofimpairment
ateach balance sheet date. Financial assets areimpaired
wherethereisobjective evidencethat, asaresultofone
ormore eventsthatoccurred afterthe initial recognition
ofthefinancial assetthe estimated future cash flows of
the investment have beenimpacted. Forloans and
receivablestheamountoftheimpairmentisthedifference
between the asset's carrying amount and the present value
of estimated future cashflows, discounted atthe original
effective interestrate.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the
exception of trade receivables where the carrying amount is
reducedthroughtheuseofanallowanceaccount. Whena
tradereceivableisuncollectable, itiswritten offagainstthe
allowance account. Subsequent recoveries of amounts
previously written off are credited againstthe allowance
account. Changesinthecarryingamountoftheallowance
account are recognised in profit or loss.
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22. Financial Instruments

Debt Instruments

Debt instruments are classified as either financial liabilities
or as equity in accordance with the substance of the
contractual arrangement.

Financial Liabilities
Financial liabilities are classified as either financial liabilities

‘at fair value through profit or loss' or other financial liabilities.

23. Dividends

Final Dividends proposed by the Board and unpaid at the
end of the year are not recognised in the financial
statements until they have been approved by the
shareholders at the Annual General Meeting. Interim
Dividends are recognised when they are paid.

24. Repurchase commitments

As part of its normal trading activities, the group has
contracted to repurchase, at predetermined values and
dates, certain vehicles previously sold under a financial
arrangement. The company’s residual interest in these
vehiclesisincludedininventoriesandtherelatedliability is
included as repurchase commitments within trade and other
payables. Thevaluation of these vehiclesis atthe lower of
the repurchase price and the expected future sales price.

25. Commercial income

Commercial income, including supplier rebates (i.e.
manufacturer bonuses), are credited to cost of sales.
Volume related and vehicle specific rebates from suppliers
arecreditedtothe carryingvalueofinventorytowhichthey
relate. Once the inventory is sold, the rebate amount is then
recognised inthe income statement.

The amount of commercial income receivable at
31 December2016was £50.9m (2015: £39.2m).

26. Other items including exceptionals

Other items have been separately identified to provide
abetterindicationofthegroup’sunderlyingbusiness
performance. They are not considered to be business
asusualitemsandhaveavaryingimpactondifferent
businesses andreporting periods. Theyhavebeen
separately identified as aresult of their magnitude,
incidence or unpredictable nature.

These non-underlying items are presented as a separate box
within their related consolidated income statement category.
Their separateidentificationresultsinthe calculationofan
underlying profitmeasureinthe samewayasitis presented
and reviewed by management.

items that may give rise to classification as non-underlying
include, but are not limited to, the amortisation of acquired
intangibleassets, pensioncosts, debtissuecosts, share
based payments, impairment of goodwill and exceptional
items.

Exceptional items are those items that are unusual because
of their size, nature or incidence, or that the directors
consider should be disclosed separately to enable a full
understanding ofthe group’s results. Thisincludes non-
recurringtransaction costs.

Exceptional items have been presented separately on the
face oftheincome statement. Thedirectors considerthat
this presentation gives a fairer presentation of the results of
the group.
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Consolidated Income Statements

Continuing  Discontinued Total Continuing  Discontinued Total
Operations Operations 2016 Operations Operations 2015
Note £m £m £m £m £m £m
Revenue 1 4,088.2 193.5 42817 3,430.3 218.8 | 3,649.1
Cost of sales (3,638.7) (138.8) (3,777.5) (3,039.6) (157.3) | (3,196.9)
Gross Profit 449.5 54.7 504.2 390.7 61.5| 452.2
Distribution costs (254.5) (27.8) (282.3) (217.4) (33.2)| (250.6)
Administration expenses (94.2) (14.7) (108.9) (105.2) (15.8)| (121.0)
Other Operating income 0.5 - 05 0.5 - 0.3
Profit from operations 101.3 12.2 113.5 68.6 12.5 80.9
Profit from operations before amortisation,
share based payments, impairment
of goodwill and exceptional items 82.5 12.2 94.7 73.4 12.5 85.9
Amortisation of intangible items 10 (1.7) - (1.7 (1.6) - (1.8)
Impairment of goodwill 9 (1.0) - (1.0) (3.6) - (3.6)
Share based payments (1.8) - (1.8) (1.5) - (1.5
Exceptional items 4 23.3 - 23.3 1.7 - 1.7
Profit from operations 101.3 12.2 113.5 68.4 12.5 80.9
Interest payable 3 (17.6) - (17.6) (14.1) - (14.1)
Interest receivable 3 - - - 0.3 - (0.3)
Net interest (17.8) - (17.6) (13.8) - (13.8)
Net interest on pension scheme obligation (3.7) - (3.7 (3.9) - (3.9)
Debt issue costs (0.4) - (0.4) (0.4) - (0.4)
Profit on ordinary activities before taxation 79.6 12.2 91.8 50.3 12.5 62.8
Profit before taxation, amortisation,
exceptional items, debt issue costs,
pension costs, impairment of goodwill
and share based payments 64.9 12.2 771 59.6 125 ] . 721
Amortisation of intangible items (1.7) - (1.7 (1.6) - (1.6)
Share based payments (1.8) - (1.8) (1.5 . - (1.5)
Net interest on pension
scheme obligation 4 (3.7) - (37 (3.9) - (3.9
Exceptional items 4 23.3 - 233 1.7 - 1.7
Impairment of goodwill (1.0) - (1.0) (3.6) - (3.6)
Debt issue costs (0.4) - (0.4) (0.4) - (0.9)
Profit on ordinary activities before taxation 79.6 12.2 91.8 50.3 12.56 62.8
Tax (charge)/credit 5 (7.9) (2.6) (10.5) (9.4) (2.6) (12.0),
Profit for the year 71.7 9.6 81.3 40.9 9.9 50.8
Attributable to:
Shareholders of the company 717 9.6 81.3 40.9 9.9 50.8
Earnings per share:
Basic earnings per share 7 20.51p 12.88p
Diluted earnings per share 7 20.10p 12.58p
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Consolidated and Company Statements of Comprehensive Income

Group Company
2016 2015 2016 2015

Note £m £m £m £m
Profit for the financial year 81.3 50.8 232 29.3
Items that will never be reclassified to profit and loss:
Actuarial {losses) gains recognised in post- :
retirement benefit schemes 29 (27.2)| (2.1) (15.4) 0.4
Movement in deferred taxation on pension liability 23 4.1 0.6 22 0.2)
Tax rate adjustment (0.5) (0.4) (0.3) -
Items that are or may be reclassified to
profit and loss:
Fair value on derivative instruments and
share based payments 29 - (2.0) -
Movement in deferred taxation on
derivative instruments 23 (0.8) 1.1 0.5 -
Other comprehensive (expense) / income
for the year (26.4)| (0.8) (15.0) 0.2
Total comprehensive income for the year 54.9 50.0 8.2 29.5
Attributable to:
Shareholders of the company 54.9 50.0 8.2 29.5
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Consolidated and Company Statements of Financial Position

Group Company
2016 2015 2016 2015
Note £m £m £m £m
Non-current assets
Goodwill 9 107.6 96.4 - -
Intangible assets 10 109.8 61.9 8.7 1.6
Property, plant and equipment 11 319.1 282.9 0.3 0.9
Investment in subsidiaries 12 - - 57.8 57.8
Deferred tax assef 23 - - 87 53
536.5 441.2 75.5 65.6
Current assets
Inventories 13 839.4 816.0 - -
Trade and other receivables 14 225.0 252.6 405.6 357.1
Rental fleet vehicles 16 67.1 67.0 - -
Cash and cash equivalents 17 39.8 8.3 30.6 329
1,171.3 1,143.9 436.2 390.0
Total assets 1,707.8| 1,585.1 511.7 455.6
Current liabilities
Bank loans and overdrafts 20 251 83.4 23.4 79.9
Trade and other payables 18 1,087.5 982.8 215.8 107.0
Current tax liabilities 19 147 13.8 6.4 -
Short-term provisions 22 - 0.6 - -
Derivative financial instruments 3.0 48 3.0 50
1,130.3| 1,085.4 248.6 191.9
Net current assets 41.0 58.5 187.6 198.1
Non-current liabilities
Bank loans 20 88.8 86.6 750 | 850
Trade and other payables 18 336 34.1 - -
Retirement benefit obligations 29 78.4 55.3 39.9 26.7
Deferred tax liabilities 23 35.0 252 - -
Long-term provisions 22 - 0.7 - -
20 235.8 1.9 114.9 111.7
Total liabilities 1,366.1 1,287.3 363.5 303.6
Net assets 341.7 297.8 148.2 152.0
Shareholders’ equity
Ordinary share capital 24 19.8 19.8 19.8 19.8
Share premium 25 717 77 77 177
Capital redemption reserve 26 14.6 14.6 14.6 14.6
Retained earnings 27 2296 1857 36.1 399
Total equity 341.7 297.8 148.2 152.0

Thefinancial statements of Lookers picregisteredno. 111876 on pages 91to 141were approved by the Directors

on8March 2017.

Signed on behalf of the Directors.

A. C.Bruc R. A.Gregson
Director e Director

=
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Consolidated Statements of Changesin Equity

Capital

Share Share redemption Retained Total

capital premium reserve earnings equity
Group £m £m £m £m £m
As at 1 January 2016 19.8 71.7 14.6 185.7 297.8
Profit for the year - - - 81.3 81.3
Actuarial losses on defined benefit pension
schemes (note 29) - - - (27.2) (27.2)
Deferred taxation on
pension liability - - - 3.6 36
Share based payments - - - 1.8 1.8
Deferred taxation on derivatives - - - (0.8) (0.8)
Current and deferred taxation on
share based payments - - - (1.6) (1.6)
Dividends to shareholders - - - (13.2) (13.2)
As at 31 December 2016 19.8 77.7 14.6 229.6 341.7
As at 1 January 2015 19.7 76.9 14.6 145.7 256.9
New shares issued 0.1 0.8 - - 0.9
Profit for the year - - - 50.8 50.8
Actuarial losses on
defined benefit pension
schemes (note 29) - - - (2.1) (2.1)
Deferred taxation on
pension liability - - - 0.6 0.6
Share based payments - - - 1.5 1.5
Rate adjustment - - - (0.4) (0.4)
Foreign exchange gain - - - 0.1 0.1
Deferred taxation on
share based payments - - - 1.1 1.1
Dividends to shareholders = - = (1716) (1716}
As at 31 December 2015 19.8 77.7 14.6 185.7 297.8
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Company Statements of Changesin Equity

Capital

Share Share redemption Retained Total

capital premium reserve earnings equity
Company £m £m £m £m £m
As at 1 January 2016 19.8 7.7 14.6 39.9 152.0
Profit for the year - - - 23.2 23.2
Actuarial gain on defined benefit
pension schemes (note 29) - - - (15.4) (15.4)
Deferred tax on pension liability - - - 16 16
Dividends to shareholders - - - (13.2) (13.2)
As at 31 December 2016 19.8 77.7 14.6 36.1 148.2
As at 1 January 2015 19.7 76.9 14.6 22.0 133.2
New shares issued 0.1 0.8 - - 0.9
Profit for the year - - - 29.3 29.3
Actuarial gain on defined benefit
pension schemes (note 29) - - - 0.4 0.4
Deferred tax on pension liability - - - (0.2 (0.2)
Dividends to shareholders - - - (11.6) (11.6)
As at 31 December 2015 19.8 77.7 14.6 39.9 152.0
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Consolidated and Company Cash Flow Statements

Group Company
2016 2015 2016 2015
Note £m £m £m £m
Cash flows from operating activities
Profit for the year 81.3 50.8 23.2 29.3
Adjustments for:
Tax 10.5 12.0 (0.3) 23
Depreciation 4 21.5 16.7 0.1 | 0.2
Dividend received - (17.4) | (21.7)
Loss on disposal of plant and equipment 4 - 0.6 - -
Profit on disposal of rental fleet vehicles 4 0.2) (0.4) - -
Profit on disposal of business (28.0) - - -
Amortisation of intangible assets 4 1.7 1.6 1.5 1.0
Share based payments 1.8 1.5 - -
Interest income - (0.3) (2.8) (26)
Interest payable 17.6 141 6.8 6.3
Debt issue costs 0.4 0.4 0.4 0.4
Impairment of goodwill 1.0 3.6 - -
Changes in working capital .
Increase in inventories (23.4) (267.2) - -
Decrease/(Increase) in receivables 276 (73.2) (48.5)1 (136.0)
Increase in payables 93.2 289.9 111.5 4.5
Impact of net working capital from discontinued businesses (70.2) - - -
Impact of net working capital of acquisitions 6.1 17.8 - -
Cash generated from / (used by) operations 140.9 67.9 747 (116.3)
Difference between pension charge and cash contributions (7.1) (6.8) (3.9) (3.9)
Net interest and costs on pension scheme obligation 3.7 3.9 1.6 1.6
Purchase of rental fleet vehicles (93.7) (83.2) - -
Proceeds from sale of rental fleet vehicles 87.4 76.2 - -
Interest paid (17.6) (14.1) __(6.8) 6.3)
Interest received el 0.3 26 26
Tax paid (14.2) (11.3) - (0.6)
Net cash inflow / (outflow) from operating activities 99.4 32.9 68.2 (122.9)
Cash flows from investing activities
Acquisition of subsidiaries 28 (92.6) (104.4) . - -
Purchase of property, plant and equipment (36.3) (35.2) 0.2 0.9
Purchase of intangibles (9.2) (0.8) (8.7 (0.8)
Purchase of goodwill - (1.8) - -
Proceeds from sale of property, plant and equipment 28.9 9.8 07 -
Net proceeds from sale of business 111.5 - - -
Dividends received - - 17.4 217
Net cash (used) / generated by investing activities 2.3 (132.4) 9.2 20.0
Cash flows from financing activities
Proceeds from issue of ordinary shares - 0.9 - 0.9
Repayment of loans (10.2) (11.8) (10.0)] (8.8)
New loans 14.0 62.2 - 61.3
Dividends paid to group shareholders (13.2) (11.6) (13.2) (11.6)
Net cash (outflow) / inflow from financing activities (9.4) 39.7 (23.2) 41.8
Increase / (decrease) in cash and cash equivalents 92.3 (59.8) 54.2 61.1)
Cash and cash equivalents at 1 January (63.5) (3.7) (37.0) 24 .1
- Cash and cash equivalents at 31 December 17 28.8 (63.5) 17.2 (37.0)

Financial Statements

104



Notestothe Consolidated Financial Statements

1. Segmental Reporting

At 31 December 2016 the group is organised into one business segment being the motor distribution segment.

The parts distribution segment was discontinued on the sale of FPS Distribution Limited on 4 November 2016 (see note 2).
All revenue and profits originate in the United Kingdom and the Republic of Ireland.

Primary reporting format - business segments

Year ended Motor Parts
31 December 2016 Division Distribution Unallocated Group
(Discontinued)

Note £m £m £m £m
Continuing_operations
New Cars 2,206.1 - - 2,206.1
Used Cars 1,437.2 - - 1,437.2
Aftersales 4449 193.5 - 638.4
Revenue 4,088.2 193.5 - 4,281.7
Segmental result before amortisation of
intangible assets 82.6 12.1 - 947
Amortisation of intangible assets 10 - - (1.7) (1.7)
Interest expense (13.4) - 4.2) (17.6)
Share based payments - - (1.8) (1.8)
Impairment of goodwill - - (1.0) (1.0)
Exceptional items - - 23.3 233
Net interest and costs on pension
scheme obligation - - (3.7) (3.7)
Debt issue costs - - (0.4) (0.4)
Profit before taxation 69.2 121 10.5 91.8
Taxation (10.5)
Profit for the financial year attributable to shareholders 81.3
Segmental assets 1,707.8 - - 1,707.8
Total assets 1,707.8 - - 1,707.8
Segmental liabilities
Unallocated liabilities 1,252.2 - - 1,257.2
- Corporate borrowings - - 113.9 113.9
Total liabilities 1,252.2 - 113.9 1,366.1
Other segmental items:
Capital expenditure 11 32.2 4.1 - 36.3
Expenditure on Rental Fleet Vehicles 16 93.7 - - 93.7
Depreciation 11, 16 201 1.4 - 21.5
Amortisation of intangible assets 10 - - 1.7 17
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Notestothe Consolidated Financial Statements

1. Segmental Reporting (continued)

Year ended Motor Parts
31 December 2015 Division Distribution Unallocated Group
Note £m £m £m £m

Continuing operations

New Cars 1,835.3 - - 1,835.3
Used Cars 1,212.1 - - 1,212.1

Aftersales 382.9 218.8 - 601.7

Revenue 3,430.3 218.8 - 3,649.1

Segmental result before amortisation of

intangible assets 74.9 12.6 (1.8) 85.9
Amortisation of intangible assets 10 - - (1.6) (1.6)
Interest expense (10.4) - (3.7) (14.1)
Interest income - - 0.3 0.3
Share based payments - - (1.5) (1.5)
Impairment of goodwill - - (3.6) (3.6)
Exceptional items - - 1.7 17

Net interest and costs on pension

scheme obligation - - (3.9) (3.9
Debt issue costs - - (0.4) (0.4)
Profit before taxation 64.5 12.6 (14.3) 62.8
Taxation - - (12.0) (12.0)
Profitforthe financialyearfromcontinuing

operations attributable to shareholders ' 50.8
Segmental assets 1,429.4 155.7 - 1,585.1

Total assets 1,429.4 155.7 - 1,585.1

Segmental liabilities 1,037.2 80.1 - 1,117.3
Unallocated liabilities

- Corporate borrowings - - 170.0 170.0
Total liabilities 1,037.2 80.1 170.0 1,287.3
Other segmental items

Capital expenditure 11 32.8 2.4 - 35.2
Expenditure on Rental Fleet Vehicles 15 91.4 - - 914
Depreciation 11, 16 14.7 2.0 - 16.7

Amortisation of intangible assets 10 - - 1.6 1.6
Impairment of trade receivables 14 - 0.2 - 0.2

Segment assets include property, plant and equipment, inventories, debtors and operating cash. Segment liabilities
comprise operating liabilities and exclude certain corporate borrowings. Capital expenditure comprises additions to
property, plantand equipment, including additions resulting from acquisitions through business combinations.

Company
The company’s business is to invest in its subsidiaries and, therefore, it operates in a single segment.
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Notestothe Consolidated Financial Statements

2. Discontinued Operations

On 4 November 2016, the group disposed of FPS Distribution Limited and its subsidiary companies to Alliance Automotive
UK Limited. FPS Distribution Limited and subsidiaries operated the company’s Parts Division segment.

The disposal was effected in order to generate cash flow for the expansion of the groups other dealership networks.
The results of the discontinued operation are disclosed in the consolidated income statement.

Aprofitof£28.0millionarose onthe sale ofthe parts division companiesbeingthedifference between sale proceedsandthe
carrying value ofthe net assets and attributable goodwill. The profit has been disclosed within exceptional items (note 4).

The carrying value of the assets and net cash generated on disposal are detailed below.

Carryingvalue ofassets ondisposal £m
Property, plant and equipment 16.2
Deferredtax 24
Inventories 6371
Trade and otherreceivables 770
Cash and cashequivalents 45
TTE'dé'aﬁ'd’dth‘eT'p'aVé bles (699)
Corporation tax 4.0)
Provisions (1.3)
88.0
Totalconsiderationincash 116.0
Net profiton disposal 28.0
Netcashinflowarisingondisposal £m
Consideration receivedin cash 116.0
Lesscashdisposedof (4.5)
111.5

During the year, FPS Distribution limited used £2.8 million in the groups net operating cash flows, and paid £12.7 million in

respect ofinvesting activities.

Cash flow items resulting from discontinued

operations:-

£m

Decrease in inventories

63.1

Decrease in receivables

77.0

Decrease in payables

(69.9)

Impact of networking capital

70.2

Cash flows from investing activities:
Disposal of fixed assets

16.2

3. Finance Costs -Net

Group Company
2016 2015 2016 2015
£m £m £m £m
Interest expense
On amounts wholly repayable within 5 years: o
Interest payable on bank borrowings (5.6) (5.9 6.8) (6.3)
Interest on consignment VERICIE lTabilties (12.0) (82) - T/ =
Interest and similar charges payable (17.6) (14.7) {6.8) (6.3)
Interest income ,
Bank interest - 0.3 - -
Interest received from group companies - - 2.6 26
otal interest receivable - 0.3 26 2.5
Finance costs - net (17.6) (13.8) (4.2) (3.7)
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Notestothe Consolidated Financial Statements

4. Profit on Ordinary Activities before Taxation

Group Company
2016 2015 2016 2015
£m £m £m £m
The following items have been included in
arriving at operating profit from operations:
Staff costs (note 8) 2722 229.9 12.5 11.1
Depreciation of property, plant and equipment
- Owned assets (note 11) 15.1 11.0 0.1 0.2
Depreciation of rental fleet vehicles {(note 16) 6.4 5.7 - -
Amortisation of intangible assets (note 10) 1.7 1.6 1.6 1.0
(Profit) / loss on disposal of plant, equipment
and rental fleet vehicles (0.2) 0.2 - -
Other operating lease rentals payable:
- Property 8.5 8.4 - -
- Plant & equipment 2.8 2.3 - -
Net finance and debt issue costs 204 15.8 59 54
Cost of inventories recognised as an expense 4,107 3,298 - -
Dividends from subsidiary companies - - 17.4 7
Management charges - - (1.1) (2.2)
Exceptional items: - - -
Profit on sale of business 28.0 - - -
VAT refund 438 - 4.8 -
Termination of franchises (9.1) - (5.3) -
Loss on terminated businesses - (1.7) - (3.2)
Net profit on property sales - 6.7 - 79
Reorganisation costs - (2.7) - (1.0)
Transaction costs on acquisition (0.4) (0.6) - -
Total exceptional items 23.3 1.7 0.5 3.7
Services provided by the group’s auditor
The analysis of auditor's remuneration is as follows:
2016 2015
Group £m £m
Fees payable to the company’s auditor for the audit of the company’s annual accounts - -
Fees payable to the company's auditor and their associates for other services to the group ,
The audit of the company’s subsidiares | 0.4 0.4
Total audit fees 0.4 0.4
Taxation compliance services 0.1 0.1
Services relating to corporate finance transactions 0.2 -
Other non-audit fee 0.2 0.1
Other advisory fees 0.9 0.1
Total non-audit fees 1.4 0.3

Fees payable to Deloitte LLP and their associates for non-audit services to the company are not required to be disclosed
because the consolidated financial statements are required to disclose such fees on a consolidated basis and therefore

included above.

Details of the company’s policy on the use of auditors for non-audit services, the reasons why the auditor was used rather
than another supplierand how the auditor’s independence and objectivity was safeguarded are set outinthe Audit

Committee report on page 58.

Financial Statements
108



Notestothe Consolidated Financial Statements

5. Taxation

Group Company

2016 2015 2016 2015

£m £m £m £m

Current tax charge / (credit):
Current year 16.3 12.8 2.6 0.7
Adjustment in respect of prior years 1.2 (0.3) (1.1) (0.2)

17.5 12.5 1.5 0.5
Deferred tax charge / (credit):
Deferred tax " (6.2) 06 0.1 2.3
Adjustment in respect of prior years (0.8) (1.1) (1.9) (0.5)

(7.0) (0.5) (1.8) 1.8

Total income tax charge / (credit) in Income Statement 10.5 12.0 (0.3) 2.3
Tax on items charged to other comprehensive income:
Rate adjustment 0.5 0.4 0.3 0.2
Deferred tax on derivative instruments and share based payments 0.8 (1.1) 0.5 -
Deferred tax on pension liability (4.1) (0.6) (2.2) (0.1)
Tax on items charged directly to equity:
current and deferred tax on share options 11 ~ - -
The tax charge/ (credit) was affected by the
following factors:
Standard rate of corporation tax 20.0% 20.3% 20.0% 20.3%
Inter group dividend - - (14.6)% (13.6)%
Items not allowable for taxation 1.4% 3.6% 0.2% 2.6%
Change in rate (3.5)% (2.9)% 2.3% 0.1%
Exceptional items (7.0)% - 3.5% -
Adjustments to prior years’ taxation 0.5% (2.3)% (12.8)% (2.2)%
Effective tax rate 11.4% 19.2% (1.4)% 7.2%

Thefuturetaxcharge will be affected by the levels of expenditure notdeductible fortaxationand any profits on sale of
properties.

6. Dividends
' 2016 2015
Group and company £m £m
Interim dividend for the year ended 31 December 2016 1.28p (2015: 1.07p) 5.0 4.2
Final dividend for the year ended 31 December 2015 2.05p (2014: 1.87p) 8.2 74
13.2 11.6

The Directors propose a final dividend of 2.36p per share in respect of the financial year ending 31 December 2016
(2015: 2.05p). The proposed final dividend is subject to approval by the shareholders atthe Annual General Meeting and has
not been included as a liability in these financial statements.
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Notestothe Consolidated Financial Statements

7. Earnings per share

The calculation of earnings perordinary share is based on the profiton ordinary activities after taxation attributable to
shareholders amounting to £81.3m (2015: £50.8m) and a weighted average number of ordinary shares in issue during the
year of 396,357,194 (2015: 394,384,284).

The diluted earnings per share are based on the weighted average number of shares, after taking account of the dilutive
impactofsharesunderoptionof9,510,213(2015:9,062,088).

Adjusted earnings per share are stated before amortisation of intangible assets, pension costs, debtissue costs, impairment
of goodwill, exceptional items and share based payments and are calculated on profits of £62.9m (2015: £60.1m)for the
year. These adjustments are net of tax.

2016 2015
2016 Earnings 2015 Earnings
Earnings per share Earnings per share
Continuing operations £m p £m p
Basic EPS
Earnings attributable to ordinary shareholders 81.3 20.51 50.8 12.88
Effect of dilutive securities - (0.41) - (0.30)
Diluted EPS 81.3 20.10 50.8 12.58
Adjusted EPS
Earnings attributable to ordinary shareholders 81.3 20.51 50.8 12.88
Amortisation of intangible assets 1.7 0.43 1.6 0.41
Net interest and costs on pension scheme obligations 37 0.93 3.9 0.99
Share based payments 1.8 0.45 1.5 0.38
Exceptional items (23.3) (5.88) (1.7) (0.43)
Tax on exceptional items (3.7) (0.93) - -
Impairment of goodwill 1.0 0.25 3.6 0.91
Debt issue costs 0.4 0.10 04 0.10
Adjusted EPS 62.9 15.87 60.1 15.24
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Notestothe Consolidated Financial Statements

8. Information regarding Employees

Group Company
2016 2015 2016 2015
£m £m £m £m
Employee costs during the year
(inclusive of Executive Directors)
Wages and salaries 2443 206.0 11.0 9.9
Social security costs . 236 19.9 1.3 1.0
Other pension costs 43 40 0.2 02
272.2 2299 12.5 11.1
2016 2015 2016 2015
No. No. No. No.
Average number employed during the year
(including Directors)
Production 3,249 2,283 - -
Selling and distribution 3,233 2,821 - -
Administration ’ 2,599 2,183 172 145
9,081 7,287 172 145
2016 2015 2016 2015
£m £m £m £m
Key management compensation
Salaries and short-term employee benefits 5.3 3.1 3.1 3.1

The key management compensation given above includes Directors and key operational staff.

Duringtheyearthe aggregate gainsmadeonthe exercise of share options by Directorswas £nil (2015:£550,539). Further
details of Directors’ remuneration is included in the Directors’ Remuneration Report on pages 62 to 81.
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Notestothe ConsolidatedFinancial Statements

9. Goodwill

2016 2015
Group £m £m
Cost
As at 1 January 105.8 83.9
Disposals (7.5) 1.8
Recognised on acquisition of subsidiaries 19.7 20.1
As at 31 December 118.0 105.8
Aggregate impairment
As at 1 January 94 3.3
Disposal - 2.5
Impairment ] 36
As at 31 December 10.4 9.4
Net book amount at 31 December 107.6 96.4

During the year, the acquired goodwill was tested for impairment in accordance with IAS 36. Following the impairment test,
a goodwillimpairment charge of £1.0m was deemed necessary (2015: £3.6m). This impairment was in relation to various
franchise dealerships following deteriorationin trading.

Goodwill arose in the year on the acquisition of Warwick Holdings Limited and Knights North West Limited (note 28).

On 10 August 2016, the company disposed of the entire issued share capital of FPS Distribution Limited, which comprised
the partsdivision ofthe group, to Alliance Automotive UK Limited. The goodwillrelating to FPS Distribution Limited has
been disposed of as part of the sale agreement.

For the purposes of impairment testing of goodwill and intangible assets, the Directors recognise the group’s Cash
Generating Units (“CGU”) to be connected groupings of dealerships. The recoverable amount of each CGU’s goodwill and
intangible assets is based onvalue in use using Board approved budget projections overthe nextyear and projected
following four years for each CGU to calculate each CGU’s discounted cash flows to perpetuity, where individual budgets are
produced for all businesses within the group. The key assumptions for the value in use calculations are those regarding the
discountrates, growthrates and expected changesto selling prices and direct costs duringthe yearandtheimpairment
calculationis sensitivetothese keyassumptions. Managementestimates discountrates using pre-taxrates thatreflect
currentmarketassessmentsofthetime value of moneyandtherisks specifictothe CGUs. The growthrates are basedon
industry growth forecasts. Changes in selling prices and direct costs are based on past practices and expectations of future
changesinthe market. Anannual growthrate of 1.6%(2015:1.6%) (UK GDP)isassumed andarisk adjusted discountrate
applied. Thediscountrates are estimated based onthe group’s cost of capital which is calculated after consideration of
market information and risk adjusted for individual circumstances with all units carrying a goodwill value operating in the UK
andthe motorretail orrelated sectorasinglepre-taxdiscountrate 0f9.71%(2015:9.44%)has been applied.

The two key assumptions made by the Directors are the discount rate used and profitability rates beyond the
business plan. Neithera 1%increaseinthe discountrate ora 10%reductionin operating profitwouldresultinany
impairmentbeingrequired.
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10. Intangible Assets

Customer

Licences relationships Brands Total
Group £m £m £m £m
Acquired intangible assets
Cost
As at 1 January 2016 56.4 11.5 7.2 751
Recognised on acquisition of subsidiaries 50.2 - - 50.2
Additions 9.2 - - 9.2
Disposals - (11.5) 4.7) (16.2)
As at 31 December 2016 115.8 - 2.5 118.3
Aggregate amortisation
As at 1 January 2016 5.3 6.4 1.5 13.2
Charge for the year 1.7 - - 1.7
Disposals - 6.4) - (6.4)
As at 31 December 2016 7.0 - 1.5 8.5
Net book amount at 31 December 2016 108.8 - 1.0 109.8
Cost
As at 1 January 2015 26.5 11.5 7.2 452
Additions 0.8 - - 0.8
Recognised on acquisition of subsidiary 29.1 - - 29.1
As at 31 December 2015 56.4 11.5 7.2 75.1
Cost
Aggregate amortisation
As at 1 January 2015 4.3 5.8 1.5 11.6
Charge for the year 1.0 0.6 - 1.6
As at 31 December 2015 5.3 6.4 1.5 13.2
Net book amount at 31 December 2015 51.1 51 57 61.9

£50.2millionoffranchiselicenceswereacquiredas partofthe acquisition of Knights North West Limited and Warwick
Holdings Limited (note. 28). Avaluation oftheseintangible assets has been performed by GlobalviewAdvisors, an
independentexternal specialist. Theseintangible assetshavebeenassignedindefinite livesonthebasisthatthese
arrangements are expected to be renewed for the foreseeable future.

The Brandsintangibleassetof£1.0m(2015: £5.7m)is deemed by the Directors to have an indefinite useful economiclife.
These Brands arose on the acquisition of a subsidiary undertaking. The trading activities under these brand names generate
asubstantial partofthe group’srevenue and operating profit. The groupis continuallyinvestinginthese brandsthrough
promotional activities and advertising. Due to this continued investment these brands are judged to have an indefinite useful
economic life and no amortisation is charged.

All amortisation charges in the year have been recognised within administrative expenses. The impairment testing for
intangible assets is performed as described in note 9.
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10. Intangible Assets (continued)

Licences

Company £m
Acquired intangible assets
Cost as at 1January 2016 6.6
Additions 8.7
As at 31December 2016 15.3
Aggregate amortisation
As at 1 January 2016 5.0
Charge for the year 16
As at 31December 2016 6.6
Net book amount at 31 December 2016 8.7
Acquired intangible assets
Cost as at 1January 2015 5.8
Additions 0.8
As at 31 December 2015 6.6
Aggregate amortisation
As at 1 January 2015 4.0
Chargefortheyear 1.0
As at 31 December 2015 5.0
Net book amount at 31 December 2015 16
11. Property, Plant and Equipment

Freehold Long Short Plant &

property leasehold leasehold machinery Fixtures Total
Group £m £m £m £m £m £m
Cost
As at 1 January 2016 208.8 67.1 12.4 27.8 44 8 360.9
On acquisition (see note 28) 43.2 - - 3.8 41 51.1
Additions 13.7 7.3 - 7.0 8.3 36.3
Reclassifications - 04 - 1.1 (1.5) -
On disposal of subsidiary (11.5) - - (4.8) (13.8) (30.1)
Disposals (8.9) (6.2) - (2.9) (4.0) (22.0)
As at 31 December 2016 2453 68.6 12.4 32.0 37.9 396.2
Depreciation
As at 1 January 2016 15.0 8.5 6.5 18.7 29.3 78.0
On acquisition 2.0 - - 2.6 2.6 7.2
Charge 2.2 1.6 1.3 53 47 15.1
On disposal of subsidiary - - - (3.2) (10.7) (13.9)
Disposals (2.2) (0.9) - (2.9) (3.3) (9.3)
As at 31 December 2016 17.0 9.2 7.8 20.5 - 22,6 771
Net book value at 31 December 2016 228.3 59.4 4.6 11.5 15.3 319.1
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11.Property, Plantand Equipment(continued)

Fixtures,
Long Short fittings,
Freehold  leasehold leasehold Plant & tools &
property property property machinery equipment Total
Group £m £m £m £m £m £m
As at 1 January 2015 149.7 56.4 11.5 20.8 31.7 270.1
On acquisition (note 28) 51.8 5.5 - 5.8 7.9 71.0
Additions in year 18.2 5.3 0.9 3.6 7.2 35.2
Disposals (10.9) (0.1) - (2.4) (2.0) (15.4)
As at 31 December 2015 208.8 67.1 124 27.8 44.8 360.9
Accumulated depreciation
As at 1 January 2015 7.0 6.0 5.5 13.8 222 54.5
On acquisition 7.9 1.3 - 3.8 45 17.5
Charge for the year 1.7 1.2 1.0 3.0 4.1 11.0
Disposals (1.6) - - (1.9) (1.5) (5.0)
As at 31 December 2015 15.0 8.5 6.5 18. 29.3 78.0
Net book value at 31 December 2015 193.8 58.6 5.9 9.1 15.5 282.9

Assets held under finance leases, capitalised and included in plant & machinery and fixtures and fittings:

2016 2015

£m £m
Cost 0.3 0.3
Aggregate depreciation 0.3) (0.3)

Inaccordancewith IFRS 1 ‘Firsttime adoption of International Reporting Standards’, and IAS 16 ‘Property, plantand
equipment’ the group has adopted the cost model, electing to use revaluations made under previous UK GAAP as deemed
cost for its freehold and leasehold properties.

The group’s freehold and leasehold properties were revalued on 31 December 2003, by independent qualified valuers on
the basis of open market value in England and Scotland by Messrs. Donaldsons, Chartered Surveyors, and in Northern
Ireland by Messrs. Hamilton Osborne King, Chartered Surveyors. The Directors are satisfiedthatopen marketvalue
approximatestofairvalue.

Short Fixtures, fittings,

leasehold tools &

property equipment Total
Company £m £m £m
Cost
As at 1 January 2016 0.7 2.2 2.9
Additions - 0.2 0.2
Disposals 0.7) - 0.7)
As at 31 December 2016 - 24 24
Accumulated depreciation
As at 1 January 2016 - 2.0 2.0
Charge for the year - 0.1 0.1
As at 31 December 2016 - 21 21
Net book value at 31 December 2016 - 0.3 0.3
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11. Property, Plant and Equipment {continued)

Short Fixtures, fittings,

leasehold tools &

property equipment Total
Company £m £m £m
Cost
As at 1 January 2015 - 2.0 2.0
Additions 0.7 0.2 0.9
As at 31 December 2015 0.7 2.2 29
Accumulated depreciation
As at 1 January 2015 - 1.8 1.8
Charge for the year - 0.2 0.2
As at 31 December 2015 - 2.0 2.0
Net book value at 31 December 2015 0.7 0.2 0.9
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12 Investment in Subsidiaries

2016 2015
Company £m £m
Cost
As at 1 January and 31 December 57.8 57.8

Details of the subsidiary undertakings are as follows:

Registered Office: 776 Chester Road,

Stretford, Manchester, M32 0QH

Incorporated and registered
in England

Addison Motors Limited

Addison TPS Limited

Aston Green Limited

Benfield Motor Group Limited
Benfield Pension Trustees Limited
Billingham Motors Limited

Bluebell (Crewe) Limited

Bolling Investments Limited
Bramall & Jones VW Ltd

Bristol Trade Centre Limited

Burton Trade Centre Limited

Castle Bromwich Motors Limited
Chipperfield Garage Limited
Chipperfield Holdings Limited
Colbome (HGG) 2012 Limited
Colbornes Trade Parts Limited
Colebrook & Burgess (North Shields)

Limited

Colebrook & Burgess (Teesside) Limited
Colebrook & Burgess (Wallsend) Limited
Colebrook & Burgess Holdings Limited
Colebrook & BurgessLimited

Cox & Co (Lookers) Limited

Drayton Group Limited

The Dutton-Forshaw Trustee

Company Limited

Dutton-Forshaw Holdings Limited
Dutton-Forshaw Limited

+Get Motoring UK Limited

Golf & Turf Machinery Limited
Harpers Carlisle Limited

Howdens of Harrogate Limited
Jackson & Edwards Limited

Kings Langley Land Rover Limited
Knights North West Limited

Look 4 Car Credit Limited
Look 4 Car Deals Limited
Lookers (J & S Leaver) Limited
Lookers Bedale Garage Limited
Lookers Birmingham Limited
Lookers Colborne Limited
Lookers Directors Limited
Lookers GB & E Limited
Lookers JV Limited

Lookers Leasing Limited
Lookers Motor Group Limited
»Lookers Motor Holdings Limited
Lookers Motor Market Limited
Lookers Motors Limited
Lookers North West Limited
Lookers Norwich Limited
Lookers of Barnsley Limited
Lookers of Bradford Limited
Lookers of Burton Limited
Lookers of Colwyn Bay Limited
Lookers of Dewsbury Limited
Lookers of Macclesfield Limited
Lookers of Manchester Limited
Lookers of Northwich Limited
Lookers of Rochdale Limited
+Lookers Pension Plan Trustee Limited
Lookers plc

Lookers Property (Warehouse) Limited
Lookers Secretaries Limited
Lookers South East Limited
Lookers Southern Limited
Lookers Thornton Engineering Limited
Martins (Burnley) Limited

Martins (Middlesbrough) Limited
Martins (Stockton) Limited
Martins (Sunderland) Limited

Martins-Wellington Limited

MB South Limited

Motor Trade Centres (UK) Limited
Picking (Liverpool) Limited

Platts Harris Limited

PLP Motors Limited

Radford (Bavarian) Limited

Roadshow Limited

Rosedale Finance & Leasing Limited
The DovercourtMotor Company Limited
The Dutton-Forshaw Group Limited

The Dutton-Forshaw Motor
Company Limited

The Dutton-Forshaw Trustee
Company Limited

Truc-Bodies Limited

Vehicle Rental Services Limited
Vikings Canterbury Limited
Warwick Holdings Limited

Incorporated and registered
in Northern Ireland

Adelaide Finance Limited

Bairds Cars Limited

Balmoral Motors Ltd

Charles Hurst Holdings Limited
Charles Hurst JV Limited
Charles Hurst Limited

Charles Hurst Motors Ltd
Fleet Financial Limited
Guthrie & Anderson Limited
Hurstco Limited

Lookers Property (N1) Limited
Savilles Auto Viilage Limited
+The Charles Hurst Corporation Limited
Thompson-Reid Tractors Limited

Town & Country Fuels Limited
Ulster Garages Limited

Incorporated and registered
in Scotland

Arran Qils Limited

Ballcop (No.1) Limited

Ballcop (N0.2) Limited

Ballcop (No.3) Limited

Ballcop (No.4) Limited

Ballcop (No.5) Limited

Ballcop (No.7) Limited

Ballcop (No.8) Limited

Balicop (No.9) Limited

Ballcop (No.10) Limited

Ballcop (No.11) Limited

Clyde Rover Limited

Hurst Energy Services Limited
Hurst Fuels (Caledonia) Limited
Inverclyde Sales & Service Limited
JM Sloan & Company (Car Hire)
Limited

J M Sloan & Company Limited
JN Holdings Limited

Lomond Motors (East) Limited
Lomond Motors Limited
Lomond TPS Limited

Lookers Clyde Limited

Lookers Property (Scotland) Limited
Shields Automotive Limited
Taggarts Motor Group Limited

Incorporated in Republic of Ireland
Charles Hurst Dublin Limited

All subsidiary companies are wholly owned with the exception of Lookers Birmingham Limited and Charles Hurst Motors
Limited in which 99% shareholdings are held.
*These subsidiaries are directly owned by Lookers plc whilst the remaining are indirectly owned.

13 Inventories

2016 2015

Group £m £m
Goods for resaie 463.3 706
Consignment vehicles 376.1 3454
839.4 816.0
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14, Trade and other receivables

Group Company
2016 2015 2016 2015
Note £m £m £m £m
Amounts falling due within one year:
Trade debtors 163.7 166.7 0.3 0.5
Less: provision for impairment of receivables (2.2) (2.1) - -
151.5 164.6 0.3 0.5
Amounts owed by group undertakings - - 389.5 317.6
Other debtors 47.8 69.6 12.9 34.5
Prepayments 257 18.4 2.9 4.5
225.0 252.6 405.6 357.1

The average credit period on sales of goods is 13 days (2015: 17 days). Trade receivables are provided for based on
estimated irrecoverable amounts from the sale of goods, determined by reference to past default experience.

Included in the group’s trade receivable balance are debtors with a carrying amount of £1.9m (2015: £17.8m) which are past
due atthe reporting date for which the group has not provided as there has notbeen a significant changein credit quality
and the group believes that the amounts are still considered recoverable. The group does not hold any collateral over these
balances. The average age of these receivables is 45 days (2015: 45 days).

Amounts owed by group undertakings in the company balance sheet are incurred in the normal course of trading and the
Directors consider there to be no significant credit risk.

Group Company

2016 2015 2016 2015
Movement in the allowance for doubtful debts £m £m £m £m
Balance at beginning of the year 21 2.1 - -
Amounts written off during the year - (0.2) - -
Increase in allowance recognised in income statement 0.1 0.2 - -
Balance at the end of the year 22 2.1 - -

Indeterminingthe recoverability ofthe trade receivables, the groupconsiders any changeinthe creditquality ofthe trade
receivablefromthe date creditwasinitially granted up tothereportingdate. The concentration of creditriskis limiteddueto
the customer base beinglarge and unrelated. Accordingly, the directors believe that thereis nofurther credit provision
required in excess of the allowance for doubtfut debts.

Included inthe allowance for doubtful debts are specific trade receivables with abalance of £nil (2015: £nil) for the group
and £nil (2015: £nil) for the company which have been placed under liquidation. The impairment represents the difference
between the carrying amount of the specific trade receivable and present value of the expected liquidation dividend.

2016 2015
Value of Receivables Value of Receivables
Group £m % £m %
Not impaired:
- Neither past due nor impaired 165.7 83.7 218.8 93.4
- Past due up to 3 months but not impaired 33.6 16.3 17.4 6.6
199.3 100.0 234.2 100.0
2016 2015
Value of Receivables Value of Receivables
Company £m % £m KO
Not impaired: .
- Neither past due nor impaired 402.7 100.0 352.1 100.0
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15 Other Financial Assets

Group Company
2016 2015 2016 2015
£m £m £m £m
Investments carried at cost:
Non-current _
Investments in subsidiaries - - 57.8 57.8
Loans carried at amortised cost:
Current
Loans to subsidiaries - - 389.5 3176
Disclosed in the financial statements as:
Current other financial assets - - 389.5 317.6
Non-current other financial assets - - 57.8 57.8

16. Rental Fleet Vehicles

Rental fleet vehicles comprise passenger car vehicles held by the customer on short term hire, of less than 1 year.

Group Company
2016 2015 2016 2015
£m £m £m £m
Cost ‘
As at 1 January 69.0 59.4 - -
Additions in year 93.7 91.4 - -
Disposals (92.8) (81.8) - -
As at 31 December 69.9 69.0 - -
Accumulated depreciation
As at 1 January 2.0 2.3 - -
Charge for the year ) 64 57 - -
Disposals - (5.6) (6.0) - -
As at 31 December 2.8 2.0 - -
Net book value at 31 December 67.1 67.0 - -
Rental fleet vehicles held under short term finance leases amounted to £67 million (2015: £66 million).
17. Cash and Cash Equivalents
Group Company
2016 2015 2016 2015
£m £m £m £m

Cash at bank and in hand 39.8 8.3 30.6 32.9
Bank overdraft (note 20) (11.0) (71.8) (13.4) (69.9)
Reconciliation to cash flow statements 1 28.8 (63.5) 17.2 (37.0)

Cash and cash equivalents comprise cash held by the group and short-term bank deposits. The carrying amount of these

assets approximates totheir fair value.
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18 Trade and other Payables

Group Company
2016 2015 2016 2015
Note £m £m £m £m
Trade payables 266.7 265.7 8.4 8.0
Repurchase commitments and stocking loans 2736 205.9 - -
Consignment vehicle creditors 376.1 345.4 - -
Amounts owed togroup undertakings 30 - - 49.3 55.6
Rental fleet vehicle finance 53.2 49.7 - -
Other tax and social security payable 18.4 15.0 43 0.1
Other creditors 38.4 243 16.2) 8.9
Accruals and deferred income 61.1 76.8 137.6 34.4
i 1,087.5 982.8 215.8 107.0
Repurchase commitments due after more than 1 year 336 341 - -
19. Current Tax Liabilities
Group Company
2016 2015 2016 2015
£m £m £m £m
Current tax liabilities 14.7 13.8 6.4 -
2. Borrowings
Group Company
2016 2015 2016 2015
£m £m £m £m
Current
Bank overdraft 11.0 71.8 13.4 69.9
Secured bank loans 14.1 11.6 10.0 10.0
25.1 83.4 23.4 79.9
Non-current
Secured bank loans 88.8 86.6 75.0 85.0
Total borrowings 113.9 170.0 98.4 164.9
Group Company
2016 2015 2016 2015
£m £m £m £m
Bank loans and overdraft repayable:
Less than one year ) 251 83.4 23.4 79.9
More than one year and not more than two years 11.8 10.4 10.0 10.0
More than two years and not more than five years 77.0 76.2 65.0 75.0
- 113.9 170.0 98.4 164.9
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20. Borrowings (continued)

The principal features of the group’s borrowings are as follows:
At 31 December2016the group had 2 principal bank loans:

() Aloanof£85.0mwhichwillcontinue until31 March2020. The loan carries aninterestrate of between 1.2% and
2.15% aboveLIBOR.
(i} Arevolvingloanfacility of£150.0m. Thefacility canbedrawninwhole orpartatany timeand will continue until
31March2020. The drawndown partoftheloancarries aninterestrate ofbetween 1.2%and 2.15%above LIBOR.
The weighted average interest rate paid during the year on the bank loans was 1.88% (2015: 1.88%).
At 31December2016,the grouphad available £160.9m (2015:£83.3m) of undrawn committed borrowingfacilitiesin
respect of which all conditions precedent had been met.

Thegroup’s currentfacilities were negotiated on 2 September2015and are due for renewalin March2020.

Ofthisamount£85.0m (2015:£95.0m)isrepayableininstalments up until2020(2015:2020).

21. Financial Instruments

Details ofthe significantaccountingpolicies and methodsadopted, includingthecriteriaforrecognition, the basis of
measurement and the basis on which income and expenses are recognised, in respect of each class of financial asset,
financial liability and equity instrument are disclosed in the Principal Accounting Policy note.

Group Company

2016 2015 2016 2015
Categories of financial instruments £m £m £m £m
Financial assets
Cash 39.8 8.3 30.6 32.9
Receivables 1515 164.6 389.5 316.4
Financial liabilities o ]
Derivatives 3.0 4.8 3.0 5.0
Amortised cost 1,060.3 1,016.6 156.1 228.4

Financial Instruments Carried at Fair Value

The fair values of the group’s financial instruments are categorised as Level 2, based on the degree to which the fair value is
observable.Level2fairvalue measurements arethose derivedfrominputs otherthanunadjusted quotedpricesinactive
markets (Level 1 categorisation)thatare observable fortheassetorliability, eitherdirectly(i.e. asprices) orindirectly i.e.
derived from prices).

Financial Risk Management Objectives

The group’s Corporate Treasury function manages the financial risks relating to the operations of the group through internal
risk reports which analyse exposures by degree and magnitude of risks. These risks include market risk (including currency
risk, fair value interest rate risk and price risk), credit risk, liquidity risk and cash flow interest rate risk.

The group seeks to minimise the effects of theserisks, by using derivative financial instruments to hedge these risk
exposures. The use of financial derivatives is governed by the group’s policies approved by the Board of Directors, which
provide written principles on foreign exchange risk, interest rate risk, credit risk, e use offinancial derivatives and non-
derivative financial instruments, and the investment of excess liquidity. Compliance with policies and exposure limits is
reviewed by the internal auditors onacontinuous basis. The group does notenterinto ortrade financialinstruments,
includingderivative financialinstruments, for speculative purposes.
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21. Financial Instruments (continued)

Market Risk

Thegroup’sactivitiesexposeitprimarilytothefinancial risks of changesinforeign currency exchangerates andinterest
rates. The group enters into a variety of derivative financial instruments to manage its exposure to interest rate and foreign
currency risk, including:

« forward foreign exchange contracts to hedge the exchange rate risk arising on the purchase of parts;
+ forward interestrates; and
+ interestrate risk management.

Duringthe course ofthe yearthere has beennochangetothe marketrisk or mannerinwhichthe groupmanagesits
exposure.

Foreign Currency Risk Management

The group undertakes certain transactions denominated in foreign currencies, hence exposures to exchange rate
fluctuations arise. Exchange rate exposures are managed within approved policy parameters utilising forward foreign
exchange contracts.

The carrying amount of the group’s foreign currency denominated monetary assets and monetary liabilities at the reporting
dateis asfollows:

The company had no foreign currency denominated monetary assets or monetary liabilities at the reporting date (2015:
same).

Liabilities Assets
2016 2015 2016 2015
Group £m £m £m £m
Euro 17.0 12.2 17.3 11.9

The majority ofthe group’sbusinessis carried outin sterling. Howeverforthe limited number oftransactions in foreign
currency the group is mainly exposed to Euros. The following table details the group’s sensitivity to a 10% change in pounds
sterlingagainsttherespectiveforeigncurrency. 10%istherate usedwhenreportingforeigncurrencyriskinternally tokey
management personnel and represents management’s assessment of the possible change in foreign exchange rates. The
sensitivity analysis of the group’s exposure to foreign currency risk at the reporting date has been determined based on the
changetaking place atthe beginning ofthe financial year and held constant throughout the reporting period. A positive
numberindicates anincreaseinprofitorloss and otherequity where pounds sterling strengthens againstthe respective
currency.

Euro Impact
Group
2016 2015
£fm £m
Profit orloss 0.1 0.1

Interest Rate Risk Management

The group and company are exposed to interest rate risk as entities in the group borrow funds at both fixed andfloating
interestrates. Theriskis managed by the group by maintaining an appropriate mix between fixed and floating rate
borrowings, by the use of interest rate swap contracts. Hedging activities are evaluated regularly to align with interest rate
views and defined risk appetite; ensuring strategies to mitigate risks are applied, by either positioning the balance sheet or
protecting interest expense through different interest rate cycles.
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21. Financial Instruments (continued)

The group and company's exposures to interest rates on financial assets and financial liabilities are detailed in the liquidity
risk management section of this note.

The sensitivity analyses below have been determined based on the exposure to interest rates at the reporting date and
stipulated change taking place at the beginning of the financial year and held constant throughout the reporting period.
A50basispointchangeisusedwhenreportinginterestriskinternallytokey managementpersonnel andrepresents
management's assessment of the possible changeininterest rates.

+ 50 Basis Points - 50 Basis Points
Group Company Group Company
2016 2015 2016 2015 2016 2015 2016 2015
£m £m £m £m £m £m £m £m
Profit or loss 0.6 0.6 0.1 0.1 0.6 0.6 0.1 0.1

Under interest rate swap contracts, the group and company agree to exchange the difference between fixed and floating

rate interest amounts calculated on agreed notional principal amounts. Such contracts enable the group and company to

mitigatetherisk of changinginterestrates onthefairvalue ofissuedfixedrate debtheld andthe cash flowexposureson
theissuedvariablerate debtheld. The fairvalue ofinterestrate swaps atthe yearendis determined by discountingthe

future cashflows usingthe yearend curves andthecreditriskinherentinthe contract, andisdisclosedonthe nextpage.
The average interest rate is based on the outstanding balances at the start of the financial year.

Credit Risk Management

Creditriskreferstotheriskthatacounterparty will default onits contractual obligationsresulting infinanciallossto the
group. The group has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral
where appropriate, as ameans of mitigatingtherisk offinancial loss fromdefaults. The group’s exposure andthe credit
ratings of its counterparties are controlled by counterparty limits that are reviewed and approved by the risk management
Committee annually.

Trade receivables are spread across a large number of counterparties across a large geographical area.

The group does not have any significant credit risk exposure to any single counterparty or any group of counterparties
having similar characteristics. The credit risk on liquid funds and derivative financial instruments is limited because the
counterparties are banks with high credit-ratings assigned by international credit-rating agencies.

The carrying amount of financial assets recorded in the financial statements, net of any allowances for losses, represents
the group’s maximum exposure to credit risk without taking account of the value of any collateral obtained.

Liquidity Risk Management

Ultimate responsibility for liquidity risk management rests with the board of directors, which has built an appropriate liquidity
risk management framework for the management of the group’s short, medium and long-term funding and liquidity
managementrequirements. The group managesliquidity risk by maintainingadequate reserves, bankingfacilities and
reserve borrowing facilities by continuously monitoring forecast and actual cash flows and matching the maturity profiles of
financialassetsandliabilities. Includedin note 31isalisting ofadditional undrawnfacilities thatthe group/company has at
its disposal to further reduce liquidity risk.

Lookers plc Annual Report & Accounts 2016
123



Notestothe Consolidated Financial Statements

21. Financial Instruments (continued)

Thefollowingtabledetailsthe group’s and the company’s remaining contractual maturity forits non-derivative financial
liabilities. The tables below have been drawn up based on the undiscounted contractual maturities of the financial liabilities
includinginterestthatwillaccrue tothoseliabilities exceptwherethe group/companyis entitled and intendstorepay the
liability before its maturity.

Less than 1-3 3 Months to 1-5
1 Month Months 1 Year Years Total
Group £m £m £m £m £m
2016
Variable interest rate instruments 11.0 1,087.5 14.1 122.4 1,235.0
11.0 1,087.5 14.1 122.4 1,235.0
2015
Variable interest rate instruments 71.8 982.8 11.6 120.7 1,186.9
71.8 982.8 11.6 120.7 1,186.9

Included within variableinterestrate instrumentsinthe 1to 3 month columnis anamount of £273.6m (2015:£205.9m)
relating to repurchase commitments where the liability is only contractually due at the point where the related vehicle is sold
tothe end customer. In this way the group matches the cash outflowin respectofthe liability with the cashinflowfrom the
sale.

Also included within variable interest rate instruments in the 1 to 3 months column is an amount of £239.9m (2015:
£234.3m) relating to vehicle stocking loans.

Included within variable interestrate instrumentsinthe 1 to 3 month columnis anamount of £376.1m (2015: £345.4m)
relating to consignment stock where the liability is contractually due for payment when the related vehicle is adopted by the
group. Adoptionusually occursforthe purpose of sellingthe vehicle tothe end customeratwhich pointthe cash outflowin
respect of the liability matches the cash inflow from the sale.

Less than 1-3 3 Months to 1-5

1 Month Months 1 Year Years Total
Company £m £m £m £m £m
2016 '
Variable interest rate instruments 13.4 215.8 10.0 75.0 314.2
134 215.8 10.0 75.0 314.2

2015
Variable interest rate instruments 69.9 107.0 10.0 85.0 271.9
69.9 107.0 10.0 85.0 271.9

The objectives, policies and strategies for holding orissuing financial instruments adopted by the Board are givenin the
Directors’Report. Instruments heldattheyearendare setoutinnote 31.
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21. Financial Instruments (continued)

Capital Risk Management

Thegroup managesits capitaltoensure thatentities inthe group willbe able to continue as agoingconcern while
maximising the return to stakeholders through the optimisation of the debt and equity balance. The group’s overall
strategy remains unchanged since 2015.

Thecapital structure ofthe group consists of debt, whichincludesthe borrowings disclosedinnote 20, cashandcash
equivalents and equity holders of the parent, comprising issued capital, reserves and retained earnings as disclosed
innotes24and 27.

The group is not subject to any externally imposed capital requirements.

The group's risk management committee reviews the capital structure on a semi-annual basis. As part of this review, the
committee considers the cost of capital and the risks associated with each class of capital.

Gearing Ratio
The gearing ratio at the year end is as follows:

2016 2015

£m £m

Debt 113.9 170.0
Cash and cash equivalents (39.8) (8.3)
Net Debt 741 161.7
Total Equity 341.7 297.8
Net debt to equity ratio 21.6% 54.2%

Debtis defined as long-term and short-term borrowings (excluding derivatives and financial guarantee contracts)
asdetailedinnote 20.

Equity includes all capital and reserves of the group that are managed as capital.
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22. Provisions

Dilapidations
Group £m
As at 1January 2016 1.3
Disposalsintheyear (1.3)
As at 31 December 2016 -
Provisions have been allocated between current and non-current as follows:
2016 2015
£m £m
Current . - 0.6
Non-current - 07
- 1.3

Dilapidations
The group disposed of its Parts Division on 4th November 2016. All provisions related to dilapidations for that business were
sold to the acquiring business.

4

23. Deferred Taxation
Deferredtaxis calculatedinfull ontemporary differences undertheliability method using ataxrate of 17% (2015: 19%).
The movement on the deferred tax account is as shown below:

Group Company
2016 2015 2016 2015
£m £m - £m £m

As at 1 January 252 12.3 (5.3) (7.1
Adjustment to Prior Year Deferred Taxation (note 5) (0.8) 1.1 - (0.7)
Change of rate — (credited) / charged to Income
Statement (note 5) (3.2) (1.3) - 0.4
Change of rate — charged to Comprehensive Income 05 0.4 - -
On acquisition / disposals of subsidiary 17.7 14.9 - -
(Credited) / charged to Income Statement (note 5) (3.0 1.7 (1.8) 1.9
(Credited) / charged to statement of Comprehensive Income ,
in respect of pension scheme liabilities 4.1) (0.6) (1.6) 0.2
(Credited) / charged to statement of Comprehensive Income
with respect to derivative instruments 0.8 - - -
(Credited) / charged to equity with respect to
share based payments 1.8 (1.2) - -
As at 31 December 35.0 25.2 (8.7) (5.3)

Thedeferredtax creditedtoequity duringthe currentyearrelatedtothe deferredtaxmovementon the pensionliability,
derivatives and share based payments. The prior year related to the deferred tax movement on the pension liability.

Deferred tax assets have been recognised in respect of other temporary differences giving rise to deferred tax assets because it
is probable that there will be future taxable profits available.

The movements on deferred tax assets and liabilities (prior to the offsetting of balances within the same jurisdiction as permitted
by IAS 12)during the period are shown below. Deferred tax assets and liabilities are only offset where thereis alegally
enforceablerightof offsetandthereis anintentionto settiethebalancenet.

The Finance Act 2016, which was substantially enacted in- September 2016, included provisions to reduce the rate of corporation
taxto 17%witheffectfrom 1 April 2020. The deferredtax balances have beenrevaluedto 17%inthe 2016 accounts.
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23. Deferred Taxation (continued)

Group
Deferred tax liabilities

Intangible Accelerated tax
Assets depreciation Capital gains Total
£m £m £m £m
As at 1 January 2016 12.3 243 34 40.0
Credited to Income Statement (1.2) (7.0 1.1 (7.1)
On acquisition of subsidiary 141 3.2 0.2 17.5
As at 31 December 2016 252 20.5 47 50.4
Deferred tax assets
Share Employee
options benefits Provisions Total
£m £m £m £m
As at 1 January 2015 (2.5) (10.8) (1.5) (14.8)
Charged (credited) to Income Statement 0.2) 1.2 (0.9) 0.1
On acquisition / disposal - - 0.3 0.3
Credited to statement of changes in equity 1.8 - - 1.8
Credited to Statement of Comprehensive Income - (3.6) 0.8 (2.8)
As at 31 December 2015 (0.9 (13.2) (1.3) (15.4)
Net deferred tax liability
As at 31 December 2016 350
As at 31 December 2015 25.2
Company
Deferred tax assets
Employee Accelerated tax Accelerated tax
benefits Provisions depreciation Total
: £m £m £m £m
As at 1 January 2016 (5.2) - 0.1) (7.1)
Charged to Income Statement 06 (2.4) 0.1) (1.8)
Charged to Statement of Comprehensive Income 2.1 0.6 - (1.5)
As at 31 December 2016 (6.7) (1.8) (0.2) 8.7)
As at 31 December 2015 (5.3)
24. Share Capital
2016 2015
Group and Company Shares £m Shares £m
Authorised
Ordinary shares of 5p each 480,000,000 240 480,000,000 24.0
Allotted, calied up and fully paid
ordinary shares of 5p each
As at 1 January 396,032,508 19.8 392,824,895 19.7
Allotted under share option schemes 509,800 - 3,207,613 0.1
As at 31 December 396,542,308 19.8 396,032,508 19.8
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24. Share Capital (continued)

Potential Issues of Ordinary Shares
Options on 3,470,326 ordinary shares in relation to the employee share save scheme lapsed or were forfeited during 2016
and 1,360,852 options were exercised during the year.

Thenumberofshares subjecttooptions, theperiodsinwhichtheywere grantedandtheperiodsinwhichtheymaybe
exercisedare givenbelow:

Exercise 2016 2015
price Exercise Number Number
Year of grant pence period (5p Shares) (5p Shares)
2011 ESOS Nil 2014-2021 - 539,672 539,672
2012 ESOS Nil 2015-2022 660,664 983,988
2014 ESOS Nil 2017-2024 914,461 914,461
2015 ESOS Nil 2018-2025 1,860,878 1,860,878
2016 ESOS Nil 2019-2026 621,967 -

Employee ShareSave Scheme

The Employee ShareSave schemewasavailabletoalleligible employees andwasbased on Save As YouEarn (SAYE)savings
contracts with options exercisable withinaperiod from the conclusion of athree yeartermas appropriate fromthe date of
grant. Undertheterms andconditions ofthis scheme, forevery month (uptonomorethan sixmonths) anemployeefailsto
contributethe agreed monthlyamountdeterminedundertherules ofthe scheme, thelastdate exercisablewillbe delayed
by one month. The latestgrantunderthe ShareSave scheme was madeinthe yearended 2016. Nofurthergrants have
been made under this scheme. Options outstanding underthis scheme at 31 December2016 were 10,974,006 (2015:
7,072,092).

The total expense included within operating profit from continuing operations in respect of share based payments was
£1.8m (2015: £1.5m).

25. Share Premium

Group and Company £m
As at 1 January 2016 7.7
Arising on issue of new shares -
As at 31 December 2016 777
As at 1 January 2015 76.8
Arising on issue of new shares 0.8
As at 31 December 2015 77.7

26. Capita! Redemption Reserve

Group and Company £m

As at 1 January 2016 and 31 December 2016 14.6

This reserve is non-distributable.
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27. Retained Earnings

Group Company
£m £m
Net profit for the year 50.8 29.3
Actuarial losses on defined benefit pension schemes (2.1) 04
Deferred taxation on pension liability 0.6 (0.2)
Movement in deferred taxation on derivative instruments 1.1 -
Foreign exchange gain 0.1 -
Dividends to shareholders (11.6) (11.6)
Rate adjustment (0.4) -
Share based payments 15 -
As at 31 December 2015 185.7 39.9
Net profit for the year 81.3 23.2
Actuarial losses on defined benefit pension schemes (27.2) (15.4)
Deferred taxation on pension liability 3.6 1.6
Movement in deferred taxation on derivative instruments (0.8) -
Dividends to shareholders (13.2) (13.2)
Current and deferred taxation on share based payments (1.6) -
Share based payments 1.8 -
As at 31 December 2016 229.6 36.1

Retained earnings include £17.1m (2015: £17.1m) of non-distributable reserves relating to properties which had been

revalued under UK GAAP, but treated as deemed cost under IFRS.
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28. Acquisitions
In line with the group strategy of growth by selective acquisition the following companies were acquired during the year.

(1) Acquisition of Knights North West Limited

On 22 August 2016, Lookers Motor Group Limited, a wholly owned subsidiary of Lookers plc, acquired the entire issued
share capital of Knights North West Limited, acompanyincorporatedinthe UK foratotal consideration of £26.6m. The
acquisition has been accounted for by the acquisition method of accounting.

Book value at Fair value Fair value at

acquisition adjustment acquisition

£m £m £m

Intangibles - 22.2 22.2
Tangible fixed assets 19.9 - 19.9
Vehicle and other stocks 38.4 - 384
Debtors (gross contractual amounts receivable) 7.5 (0.7) 6.8
Cash and cash equivalents 0.8 - 0.8
Overdraft and loans (14.0) - (14.0)
Payables (49.4) - (49.4)
Deferred tax 0.7 (6.2) (6.9)
2.5 15.3 17.8

Goodwill 8.8
Consideration in cash 26.6
Cash and cash equivalents (0.8)
Overdrafts and loans 14.0
Net cash outflow 39.8

Thedeferredtaxadjustmentisinrelationtotheintangible assetacquired onacquisition (note23)andis calculatedinline
with IAS 12 Income Taxes. This liability crystallises if the intangible asset is either disposed of orimpaired. The Directors do
notexpectthis tobethe caseinthe nearfuture giventhe external valuation performed which concluded the intangible
assets had an indefinite life.

The goodwill arising on the acquisition of the above company is attributable to the anticipated profitability of the distribution
of the group’s products in new markets and the anticipated operating synergies derived from the combination. The
summarised Income statement and statement of changes in equity of Knights North West Limited, are disclosed below, for
the year ended 31 December 2016. The transaction costs are disclosed within exceptional items in note 4.

Period from

Period to acquisition to
22 August 2016 31 December 2016 Total
£m £m £m
Turnover 143.5 88.5 232.0
Operating profit 1.2 2.0 3.2
Net interest payable (0.9) (0.4) (1.3)
Profit before taxation 0.3 1.6 1.9
Taxation - (0.3) (0.3)
Profit and total recognised gains for the period 0.3 1.3 1.6

The business acquired during the year generated cash resources amounting to £1.3m.

Financial Statements
130



Notestothe Consolidated Financial Statements

28. Acquisitions {continued)

(2} Acquisition of Warwick Holdings Limited

On 4 November 2016, MB South Limited, a wholly owned subsidiary of Lookers pic, acquired the entire issued share capital
of Warwick Holdings Limited, acompany incorporatedin the UK for atotal consideration of £56.3m. The acquisitionhas
been accounted for by the acquisition method of accounting.

Book value at Fair value Fair value at

acquisition adjustment acquisition

£m £m £m

Intangible assets - 28.0 28.0
Tangible fixed assets : 21.9 2.1 24.0
Vehicle and other stocks 446 (0.5) 441
Debtors (gross contractual amounts receivable) 28.2 - 28.2
Cash and cash equivalents 5.1 - 5.1

Overdraft and loans (1.6) - (1.6)

Payables (74.2) - (74.2)

Deferred tax 0.5) {7.n (8.2)
235 21.9 454

Goodwill 10.9
Consideration in cash 56.3
Cash and cash equivalents (5.1)
Overdrafts and loans 1.6
Net cash outflow 52.8

Thedeferredtaxadjustmentisinrelationtotheintangible assetacquiredonacquisition(note23)andis calculatedinline
with IAS 12Income Taxes. This liability crystallises if the intangible asset is either disposed of orimpaired. The Directors do
notexpectthistobe the caseinthe nearfuture given the external valuation performed which concludedtheintangible
assets had anindefinite life.

The goodwill arising on the acquisition of the above company is attributable to the anticipated profitability of the distribution
of the group’s products in new markets and the anticipated operating synergies derived from the combination. The
summarised Income statement and statement of changes in equity of Warwick Holdings Limited, are disclosed below, for
the year ended 31 December 2016. The transaction costs are disclosed within exceptional items in note 4.

Period from

Period to acquisition to
4 November 2016 31 December 2016 Total
£m £m £m
Turnover 252.4 42.9 295.3
Operating profit 3.8 2.2 6.0
Net interest payable (0.9) (0.2) (1.1)
Profit before taxation 2.9 2.0 49
Taxation (0.8) (0.4) (1.2)
Profit and total recognised gains for the period 21 1.6 3.7

The business acquired during the year generated cash resources amounting to £nil.
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29. Pensions

Pension Scheme - The Lookers Pension Plan

Thepensionplan“TheLookersPensionPlan”, whichis adefined benefitscheme, provides benefitsbasedonfinal
pensionable salary and is administered by Aon Hewitt Limited. The scheme has been registered with the Registrar of
Pensions. The assets of the scheme are held separately from those of the group, being held in separate funds by the
Trustees ofthe Lookers Pension Plan.

The group has applied IAS 19 (Revised) to this scheme and the following disclosures relate to this standard. The group
recognises any actuarial gains and losses in each period inthe Statement of Comprehensive Income.

The pension charge for the scheme for 2016 recognised in the Income Statement was £1.6m (2015: £1.6m).
Avaluationupdate was made asat 31 December 2016by aqualifiedindependentactuary, using the projected unitcredit
method to take account of the IAS 19 requirements. Scheme liabilities have been caiculated using a consistent projected

unit valuation method and compared to the scheme’s assets at their 31 December market value.

Based on actuarial advice and using the assumptions below in calculating the scheme’s liabilities, the total value of these
liabilities under IAS 19is £143.8m at 31 December 2016 (2015:£118.8m).

The fair value of assets of the scheme on each class of assets are:

Market value Market value
2016 2015
£m £m
Equities 42.5 39.4
Target return funds 40.3 34.5
Corporate bonds . ...203 17.4
Cash 09 0.8
Total fair value of assets 104.0 92.1
The amounts recognised in the Income Statements are as follows:
2016 2015
£m £m
Non investment expenses 0.6 0.5
Interest on obligation 45 45
Interest income on scheme assets (3.5) (3.4)
Total defined benefit expense 1.6 1.6
Changes in the present value of the defined benefit obligation are as follows:
2016 2015
£m £m
Opening defined benefit obligation "118.8 120.7
Interest cost .. 45 4.5
Actuarial losses/(gains) 26.1 (1.3)
Benefits paid (5.6) (5.1)
Closing defined benefit obligation 143. - 118.8
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29. Pensions (continued)

Changes in the fair value of scheme assets are as follows:

2016 2015

£m £m

Opening fair value of scheme assets <921 91.3
Interest income - 3.5 3.4

Actuarial gains/(losses) 10.7 (0.9)
Contributions by employer 3.9 3.9
Benefits paid (5.8) (5.1)

Non-investment expenses paid (0.6) (0.5)
Closing fair value of scheme assets 104.0 92.1

None of the scheme’s assets were invested in Lookers plc or property occupied by Lookers plc. The company contributed
anadditional £3.9min 2016 (2015: £3.9m) to fund accruing pensions and expects to maintain a similarlevel of pension

contributions in 2017.

2016 2015
£m £m

Total amount of actuarial losses/(gains) recognised in the Statement
of Comprehensive Income in the year (15.4) 04
Cumulative amount of actuarial losses recognised in the
Statement of Comprehensive Income atthe yearend (53.9) (38.5)
The major categories of scheme assets as a percentage of total
scheme assets are asfollows:
Equities 40.9% 42.8%
Target return funds 38.7% 37.5%
Bonds 19.5% 18.9%
Cash 0.9% 0.8%

Principal actuarial assumptions at the balance sheet date (expressed as weighted averages) are as follows:

2016 2015
Discount rate 2.85% 3.9%
Future pension increases 2.05-32% 1.9% - 3.05%
Life expectancy at age 65 for:
current pensioners - males 871 87.0
current pensioners - females 89.5 89.4
future pensioners - males 89.0 88.0
future pensioners - females 90.6 90.6

Sensitivity analysis

Forinformation, the table belowgives abroadindication oftheimpactonthe IAS 19valuationforchangesinthekey

assumptions:

Changeinassumption

Approximateimpactoncurrentdeficit

Reducediscountrateby0.1%p.a. + £2.5m
Increase inflation assumptions by 0.1%p.a. + £1.5m
Change mortality assumption to SAPS SINA (-1 year) CMI 2011 (1%) + £4.5m

A change in more than one of these assumptions in the same direction would clearly have a more significant and potentially

materially adverse impact on the deficit of the scheme.
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29. Pensions (continued)

Amounts for the current and previous year are as follows:

2016 2015

£m £m

Defined benefit obligation (143.9) (118.8)
Scheme assets .104.0 92.1

Deficit (39.9) (26.7)

Experience gains/{losses) on plan assets 10.7 (0.9)

Defined Contribution Scheme

The group and company provide pension arrangements for certain Directors and employees under defined contribution
schemes and have a defined contribution Stakeholder Pension Scheme for employees. The Income Statement account
charge for the year in respect of defined contribution schemes was £3.9m (2015: £3.9m).

Pension Scheme - The Dutton Forshaw Group Pension Plan

The Dutton Forshaw Group's pension plan “The Dutton Forshaw Group Pension Plan’, which is a defined benefit scheme
provides benefits based onfinal pensionable salary andis administered by Aon Hewitt Limited. The scheme has been
registered with the Registrar of Pensions. The assets of the scheme are held separately from those of the group, being held
in separate funds by the Trustees of the Dutton Forshaw Group Pension Plan.

The group has applied IAS 19 (Revised) to this scheme and the following disclosures relate to this standard. The group
recognises any actuarial gains and losses in each period in the Statement of Comprehensive Income.

Avaluation update was made as at 31 December 2016 by a qualified independent actuary to take account of the IAS 19
requirements. Scheme liabilities have been calculated using a consistent projected unit valuation method and compared to
the scheme’s assets at their 31 December market value.

The pension charge for 2016 recognised in the Income Statement was £2.1m (2015: £2.3m)

Based on actuarial advice and using the assumptions below in calculating the scheme’s liabilities, the total value of these

liabilities under IAS 19is £145.0mat 31 December 2016 (2015:£120.3m).

The fair value of assets of the scheme on each class of assets are:

Market Market

value value

2016 2015

£m £m

Absolute / target Return Funds 27.9 252
Equities 38.9 31.6
Corporate Bonds 38.9 34.3
Cash 07 0.6
Total fair value of assets 106.4 91.7
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29. Pensions (continued)
Pension Scheme-The Dutton ForshawGroup Pension Plan (continued)

Theamountsrecognisedinthelncome Statements are as follows:

2016 2015
£m £m
Non investment expenses 1.0 1.3
Total included in administrative expenses 1.0 1.3
Interest on obligation 46 4.4
Interest income on scheme assets (3.5) (3.4)
Total included in finance costs 1.1 1.0
Total defined benefit expenses 2.1 2.3
Changes in the present value of the defined benefit obligation are as follows:
2016 2015
£m £m
Opening defined benefit obligation 120.3 119.4
Interest cost 46 4.4
Actuarial losses 25.0 0.8
Benefits paid 4.9 4.3)
Closing defined benefit obligation 145.0 120.3
Changes in the fair value of scheme assets are as follows:
2016 2015
£m £m
Opening fair value of scheme assets N7 91.2
Interest income 3.5 3.4
Actuarial gains/(losses) 13.2 (1.7)
Contributions by employer 3.9 44
Benefits paid 4.9) (4.3)
Non investment expenses paid (1.0) (1.3)
Closing fair value of scheme assets 106.4 91.7

None of the scheme’s assets were invested in Lookers pic or property occupied by Lookers plc. The company contributed
an additional £3.9min 2016 (2015: £4.4m) to fund accruing pensions and expects to make a similar level of pension

contribution in 2017.

2016 2015
£m £m
Total amount of actuarial losses recognised in the Statement
of Comprehensive Income in the year (11.8) (2.5)
Cumulativeamountofactuariallossesrecognisedinthe
Statementof Comprehensivelncome atthe yearend (36.5) (24.7)
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29. Pensions (continued)
Pension Scheme - The Dutton Forshaw Group Pension Plan {continued)

The majorcategories of scheme assets as a percentage of total
scheme assets are asfollows:

2016 2015
Equities 36.5% 34.4%
Absolute / Target Return Funds 26.3% 27.5%
Corporate Bonds 36.5% 37.4%
Cash 0.7% 0.7%
Principalactuarialassumptions atthe balance sheetdate
(expressed as weighted averages) are as follows:
2016 2015
Discount rate 2.85% 3.9%
Future pension increases 3.2% 3.05%
Life expectancy at age 65 for:
current pensioners - males 87.1 87.0
current pensioners - females 89.5 89.4
future pensioners - males 88.0 88.0
future pensioners - females 90.6 90.6

Sensitivity analysis

Forinformation, thetablebelowgives abroadindicationoftheimpactonthe lAS 19valuationforchangesinthekey
assumptions:

Changeinassumption Approximateimpactoncurrentdeficit

Reducediscountrateby0.1%p.a.

+ £2.5m

Increase inflation assumptions by 0.1% p.a.

+ £1.4m

Change mortality assumption to SAPS SINA (-1 year) CMi 2011 (1%)

+ £4.5m

A change in more than one of these assumptions in the same direction would clearly have a more significant and potentially

materially adverse impact on the deficit of the scheme.

Where investments are heldinbonds and cash, the expectedlong-termrate ofreturnis taken to be the yields generally
prevailingon such assets atthe balance sheetdate. Ahigherrate ofreturnis expected on equity investments, whichis
based more on realistic future expectations than on the returns that have been available historically. The overall expected
long-termrate of returnon assetsisthenthe average oftheseratestakingintoaccountthe underlying asset portfolioof the

pension plan.
Amounts for the current period are as follows:

2016 2015

£m £m

Defined benefit obligation (145.0) (120.3)
Scheme assets 106.5 91.7
Deficit (38.5) (28.6)
Experience gains on plan assets 13.2 (1.7)
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29. Pensions (continued)
Pension Scheme - The Benfield Group Pension Plan

“TheBenfieldMotor Group PensionPlan”whichis adefinedbenefitscheme provides benefits basedonfinal pensionable
salary. The Plan, which is a funded scheme, is administered by Deloitte. The scheme has been registered with the Registrar
of Pensions. The assets ofthe scheme are held separately from those of the group, being heldin separate funds by the
Trustees of the Benfield Motor Group Pension Plan. The group has applied IAS 19 (Revised) to this scheme and the following
disclosuresrelatetothis standard. The grouprecognises any actuarialgainsandlossesineachperiodinthe Statementof
Comprehensive Income.

The pension charge for the scheme for 2016 recognised in the Income Statement was £nil (2015: £nil).
Avaluation update was made as at 31 December 2016 by a qualifiedindependent actuary to take accountofthe IAS 19
requirements. Scheme liabilities have been calculated using a consistent projected unit valuation method and compared to

the scheme’s assets at their 31 December market value.

Based on actuarial advice and using the assumptions below in calculating the scheme’s liabilities, the total value of these
liabilities underIAS 19is £11.5mat 31 December 2016 (2015: £9.8m).

The fairvalue of assets of the scheme and the expected rates of
returnoneachclassofassetsare:

Market Market
value value
2016 2015
£m £m
Equities 8.5 7.4
Corporate Bonds 3.4 3.0
Cash - -
Total fair value of assets 11.9 10.4
The amounts recognised in the Income Statements are as follows:
2016 2015
£m £m
Interest on obligation 0.3 0.35
Interest income on scheme assets 0.3) (0.35)
Total included in finance costs - -
Total defined benefit expenses - -
Changes in the present value of the defined benefit obligation are as follows:
2016 2015
£m £m
Opening defined benefit obligation 9.8 10.1
Interest cost 0.3 0.4
Actuarial losses 17 (0.3)
Benefits paid (0.3) (0.4)
Closing defined benefit obligation . 11. 9.8
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29. Pensions (continued)
PensionScheme-TheBenfield GroupPensionPlan(continued)

Changesinthefairvalueofschemeassetsareasfollows:

2016
. fm
Opening fair value of scheme assets _-10.5°
Interest income 03
Actuarial gains 44
Contributions by employer cen
Benefits paid - (0.3) T
Closing fair valte of scheme assets S 19 T

None of the scheme’s assets were invested in Lookers plc or property occupied by Lookers plc. The company made no
contribution to fund accruing pensions and expects to make no pension contribution in 2016.

2016
~..£m
Total amount of actuarial losses recognised in the Statement B
of Comprehensive Income in the year .. (03)
Cumulativeamountofactuariallossesrecognisedinthe -
Statement of Comprehensivelncomeattheyearend - (0.3)
The major categories of scheme assets as a percentage of total
scheme assets are asfollows: - rias
. 2016
Equities L 71:1%.
Corporate-Bonds -28:.9% —-
Principal actuarial assumptions at the balance sheet date (expressed as weighted averages) are as follows:
- 2016 2015
. ftm £m
Discount rate . . 2.85%: 3.9%
Future pension increases o 3.2% 3.05%
Life expectancy at age 65 for: : .
current pensioners - males .. 874 87.0
current pensioners - females . N - . . 895 89.4
future pensioners - males . 887 88.7
future pensioners - females v 914 . 914

Sensitivity analysis

For information, the table below gives a broad indication of the impact on the IAS 19 valuation for changes in the key
assumptions:

Changeinassumption Approximateimpactoncurrentdeficit
Reducediscountrateby0.1%p.a. + £0.2m
Increase inflation assumptions by 0.1%p.a. + £0.1m

Change mortality assumption to SAPS SINA (-1 vear) CMI2011(1%) ___+ £0.3m

A change in more than one of these assumptions in the same direction would clearly have a more significant and potentially
materially adverse impact on the deficit of the scheme.
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29. Pensions (continued)
PensionScheme-TheBenfield GroupPensionPlan(continued)

Amountsforthecurrentperiodareasfollows:

2016 2015

£m £m

Defined benefit obligation 1.5 9.8
Scheme assets 11.5 10.4
Deficit surplus - 0.6
Experience gains/{losses) on plan assets 1.4 (0.2)

30. Related Party Transactions

The company bears certain administrative costs and interest costs centrally which are recharged to the group. In addition,
the company charges managementcharges andreceivesdividends fromits subsidiaries. The balances with group
undertakings are summarised in the table below.

Amounts owed by Group Amounts owedtoGroup

undertakings (Note 14) undertakings (Note 18)

2016 2015 2016 2015

£m £m £m £m

Bolling Investments Limited 28.7 46.1 - -
Lookers Motor Holdings Limited 80.5 80.5 - -
Charles Hurst Limited 10.0 43 - -
Charles Hurst (Dublin) Limited 3.8 0.5 - -
Platts Harris Limited 0.5 0.3 - -
FPS Distribution Limited - - - 0.2
Apec Braking Limited - 1.1 - -
BTN Turbocharger Service Limited - 0.5 - -
Lookers Motor Group Limited 6.0 167.6 28.8 25.8
Lookers Birmingham Limited 8.2 2.8 - -
MB South Limited 51.5 - - 57
Dutton Forshaw Motor Company Limited - - 16.4 19.9
Knights North West Limited 5.8 - - -
Lookers Colborne Limited 6.6 52 - -
Lomond Motors Limited 186.4 0.1 0.1 0.1
Addison Motors Limited 0.9 8.0 - -
Lookers Leasing Limited - - 3.0 29
Dormant Companies 0.6 0.6 1.0 1.0

389.5 3176 49.3 55.6

Key management compensation is included in note 8.
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30. Related Party Transactions (continued)

Trading Transactions

During the year, the company entered into a number of re-charging activities for centrally incurred costs with related parties.
Purchases ofgoods torelated parties were made at market value. The amounts outstanding are unsecured and willbe

settledin cash. No guarantees have been given orreceived.

The values of the recharges made with group undertakings are summarised in the table below:

2016 2015

£m £m

Lookers Motor Group Limited 5.8 7.0
MB South Limited 1.5 1.5
Lookers Birmingham Limited 0.6 0.6
Dutton Forshaw Motor Company Limited 1.9 1.9
Lookers Colborne Limited 1.2 1.2
Lookers Leasing Limited 0.1 0.1
Charles Hurst Limited 2.8 2.8
Ferrari Piston Services Limited 0.1 0.1
Platts Harris Limited 0.1 0.1
Lomond Motors Limited 1.3 1.3
Charles Hurst (Dublin) Limited 0.1 0.1
Fleet Financial 0.1 0.1
15.6 16.8

31. Financial Assets andLiabilities

The objectives, policies and strategies for holding orissuingfinancial instruments adopted by the Board are giveninthe
Directors’ Report. Details regarding the group’s derivative financial instruments at 31 December 2016 and 2015 are given in
note 21. The group’s other financial assets and liabilities are detailed below.

Fair Values

Thefairvalues ofthe group’stradereceivables, cashand cashequivalents, trade payables (whichinclude liabilities in
respect of interest-bearing consignment stock), short-term provisions and loans and overdrafts with a maturity of less than
one year are assumed to approximate to their book value. The fair value of the group’s non-current provisions is not
materially different from its fair value.

The group’s other non-current financial liabilities are all subject to floating interest rates and so their fair value also
approximates to book value. The treatment of Fair Value of derivatives is discussed in section 20 of the Principal Accounting
Policies.

Maturity of Financial Liabilities
The maturity profile of the carryingamountofthe group’s non-currentfinancialliabilities at 31 December 2016 and 2015

aregiveninnote21.
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31. Financial Assets and Liabilities (continued)

Borrowing Facilities
The group has the following undrawn committed borrowing facilities
available at 31 December2016and 2015 which expire:

2016 2015
£m £m
Within two to five years 160.9 83.3

The above facilities represent loans and overdrafts, for which the facilities have been confirmed.

Interest Rate Profile
Financial assets comprise cash of £8.8m (2015: £8.3m).
An analysis of the group’s loans and overdrafts between fixed and floating rates is given below.

2016 2015

Financial Financial

liabilities liabilities

£m £m

Floating Rate 113.9 170.0

Interestrates onthe group’sfloatingrateliabilities are basedonthe London Interbank Rate. At 31 December2016all of
the group’'sbankloans andoverdrafts are potentially exposed to re-pricing within 12months ofthe balance sheetdate
(2015: 12 months).

Foreign Currencies

The majority of the group’s activities are transacted in sterling although some of its purchases are made in Euros. The group
manages the foreign currency risk associated with these foreign currency purchases through the use of forward contracts
as acommercial hedge. The group has not sought hedge accounting under IAS 39 in respect of these contracts.

32. OperatingLeaseCommitments-MinimumLeasePayments

2016 Plant & 2015 Plant&
Property equipment Property equipment
Group £m £m £m £m
Commitments under non-cancellable
operating leases expiring: - -
Within one year 8.0 038 9.9 2.2
Within two to five years 29.0 06 331 1.2
Atfter five years 58.8 - 455 -
95.8 14 88.5 34
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Franchises

Alfa Romeo
Cardiff

Aston Martin
Belfast

Audi

Ayr
Basingstoke
Camberley
Dublin
Edinburgh
Glasgow
Guildford
Hamilton
Newcastle
Stirling
Teesside
Tyneside
Wearside

Bentley
Belfast

BMW

Crewe
Stafford
Stoke-on-Trent

Citroén
Belfast
Newport

Dacia

Belfast
Carlisle
Chester
Newcastle
Newtownabbey
Newtownards
Stockport

Ferrari
Belfast

Fiat
Stockport

Ford
Braintree
Chelmsford
Colchester
Guiseley
Harrogate
Leeds
Sheffield

SouthWoodhamFerrers

Sudbury
Sunderland

Honda
Orpington

Hyundai
Dundonald
Motherwell

Jaguar

Amersham

Belfast

Glasgow

London - Park Royal
Motherwell

Jeep
Belfast
Cardiff

Kia
Belfast
Newcastle
Sheffield
Stockport

Land Rover

Belfast

Bishop's Stortford
Chelmsford
Glasgow - North
Glasgow - South
London - Battersea

Mercedes-Benz
Ashford
Brighton
Canterbury
Eastbourne
Gatwick
Maidstone
Stafford
Shrewsbury
Stoke-on-Trent
Stourbridge
Tonbridge
Walsall
Wolverhampton
Worcester

Mini

Crewe

Stafford
Stoke-on-Trent

Nissan
Beifast
Carlisle
Chester
Gateshead
Leeds
Motherwell
Newcastle
Newtownabbey
Newtownards

Peugeot
Belfast
Cardiff
Newport

Renault
Belfast
Carlisle
Chester
Newcastle

Newcastle (Commercial)

London - Park Royal Newtownabbey
Motherwell Newtownards Stockport
Lexus Seat
Belfast Manchester

Stockport
Maserati
Belfast
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Skoda Volkswagen (continued)
Eccles Silverlink
Guildford Teesside
Harrogate Walton-on-Thames
Manchester
Newcastle Volkswagen —
Stockport Commercial Vehicles
West London Carlisle
Darnley
smart Glasgow
Brighton Guildford
Gatwick Newcastle
Maidstone Teesside
Stoke-on-Trent
Stourbridge Volvo
Tonbridge Colchester
Wolverhampton Glasgow
Worcester Motherwell
Stockport
Toyota
Belfast Used Car Supermarkets
Dundonald Belfast
Newtownabbey Dublin
Vauxhall Motorcycles
Belfast BMW - Belfast
Birkenhead Honda - Belfast
Birmingham Yamaha - Belfast
Chester
Ellesmere Port TPS
Lisburn Edinburgh
Liverpool Glasgow
Newtonabbey Newcastle
Portadown Teesside
Selly Oak
Speke Tyres
St. Helens Belfast - Boucher Road
Warrington Belfast - Sydenham Road
Yardley Coleraine
Omagh
Volkswagen Portadown
Battersea
Blackburn Service Centres
Blackpool Renault Chelmsford
Carlisle Volvo Chelmsford
Dumfries Vauxhall Dundonald
Darlington
Guildford Lookers Leasing
Morden Harrogate
Newcastle
Northallerton
Preston

Fleet Financial
Belfast

Vehicle Rental Services
Beaconsfield

Agricultural Division
Darley Dale

New Holland
Tuxford

Major Subsidiary Companies
Lookers Motor Holdings Limited
Bolling Investments Limited
Charles Hurst Limited

Charles Hurst Motors Limited
Fleet Financial Limited
Lookers Motor Group Limited
Lookers Birmingham Limited
MB South Limited

FPS Distribution Limited

Apec Limited

BTN Turbocharger

Service Limited

Dutton Forshaw Motor Company
Limited

Lookers Leasing Limited
Lomond Motors Limited

Platts Harris Limited

Ferraris Piston Service Limited
GET Motoring UK Limited
Charles Hurst Dublin Limited
Shields Automotive Limited
Lookers Colborne Limited
Addison Motors Limited
Colebrook and Burgess Limited
Knights North West Limited
Warwick Holdings Limited

Website: www.lookers.co.uk
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Five Year Record

Year ended Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December 31 December
2012 2013 2014 2015 2016
£m £m £m £m £m
Turnover 2,056.6 2,464.5 3,042.9 3,649.1 © 42817
Profit before tax, amortisation,
exceptional items, debt issue
costs and pension costs 38.0 48.1 65.0 72.1 771
Amortisation (1.1) (1.1) (1.2) (1.6) (1.7)
Net interest on pension
scheme obligation (2.2) (2.7) (3.1) (3.9 (3.7)
Debt issue costs (0.4) (0.4) (0.4) (0.4) (0.4)
Impairment of goodwill - - - (3.6) (1.0)
Exceptional items - - - 1.7 23.3
Share based payments - - (1.1) (1.5) (1.8)
Profit before taxation 34.3 43.9 59.2 62.8 91.8
Taxation (8.0) (7.7) (12.4) (12.0) _(10.5) |
Profit attributable to ’
shareholders 26.2 36.0 46.8 50.8 81.3
Non-controlling interests 0.1 0.2 - - -
Equity dividend per sharet 2.35p 2.58p 2.84p 3.12p 3.64p
Basic earnings per
ordinary share 6.77p 9.28p 12.03p 12.88p 20.51p
Adjusted earnings per
ordinary share 7.37p 10.36p 13.52p 15.24p 15.87p
As at year end
Shareholders’ interests
Share capital 19.4 19.4 19.7 19.8 19.8
Reserves
- non-distributable 105.8 106.4 107.7 109.5 109.5
- distributable 78.6 102.2 129.5 168.5 212.4
Net assets 203.8 228.0 256.9 297.8 341.7

+ Dividends per share are based on interim dividend paid and final dividend declared for the year.
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