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CAR STORE LIMITED 1
STRATEGIC REPORT

YEAR ENDED 31 DECEMBER 2022

The Company is a wholly-owned subsidiary of Pendragon PLC.

The Company's principal activity is that of motor retailers and repairers in the UK. The business consists of the sale of used vehicles and their service and repair and
operated from 21 locations at the end of the year. The Company trades as Car Store and Evans Halshaw used car centres.

We believe the UK is the most attractive used vehicle market globally, with a ratio of over three used vehicles sold for every one new. The overall market for used cars
is around eight million cars sold per annum. Based on the desired age and mileage profile for our target market, we believe there is an addressable market for Car
Store Limited of around three million cars per annum, which is larger than the total new car market. We also believe that Car Store Limited, as part of the Pendragon
Group is significantly advantaged today against its peers, with an ability to leverage the complementary attributes of the wider Group to provide a steady source of
suitable stock, an ability to source parts for preparation at scale advantaged pricing, a high level of brand referrals within the Group and cross-Group technical ability.
In addition, the data capabilities we plan to build will allow us to leverage further scale advantages into a digitally-led, standalone used car proposition and drive higher
margins.

To capitalise on this opportunity, we will deliver:

1. Rebranding of the standalone used car proposition
2. Differentiated value proposition

3. A scaled physical estate

In addition, we will determine the revised customer proposition and operating model to underpin the repositioned branding in order to differentiate the proposition from
the franchised used car mode! and to appeal to a broader customer base, becoming an online-led retailer with supporting physical infrastructure. The used car
proposition will benefit from clear operational separation of the division from the franchised model and will not be encumbered by the same OEM facility requirements.
It will, however, continue to benefit from the Group synergies and future digital product development.

Over the next four years we are targeting the development of eight physical locations at an approximate capital cost of £7.5m per location. We believe that a
combination of a digital proposition and these physical stores will allow us to gain a meaningful share of the target market. During 2022 we completed work on the first
of our new standalone proposition stores. In addition, we will initially add 10 new ‘CarStore’ direct locations. These small format stores will extend the geographic
reach of the Pendragon group’s ‘Sell Your Car’ locations and provide further collection points for CarStore customers.

There have not been any significant changes in the Company’s principal activities in the year under review.

As shown in the Company’s profit and loss account on page 6, turnover from continuing operations increased by 2.7% from £187,629,000 in the prior year to
£192,626,000 in the current year. Despite the increase in turnover, the result for the financial year has decreased from a loss of £5,227,000 in the prior year to a loss
of £18,069,000 in the current year. The fall in profitability was due to a reduction in gross margin from the exceptionally high level of 7.5% in 2021 to 6.3% combined
with a high marketing spend as we re-brand the business and cost increases from inflationary pressures.

The Board are conscious of inflationary cost pressures in labour and utilities in particular, which combined with the impact of business rates reverting to full levels will
result in higher costs in 2023. We are mindful of the further impact that the conflict in Ukraine may have on both supply and costs.

Pendragon PLC manages its operations on a divisional basis. For this reason, the Company's directors believe that further key performance indicators for the
Company are not necessary or appropriate for an understanding of the development, performance or position of the business. The performance of the Carstore
division, which includes the Company, is discussed in the 2022 financial statements of Pendragon PLC.

The balance sheet on page 7 of the financial statements shows that the shareholder's funds of the Company have decreased by £18,069,000 (the loss after taxation for
the year) to a £76,942,000 deficit.

Risks include fluctuations in general economic conditions, such as interest rate increases, environmental and climate change concerns, legislation, the loss of key
personnel, failure of our IT infrastructure or key systems and more recently in 2022 the impact of the war in Ukraine on supply chains and global energy and commodity
prices. The Risk Control Group of Pendragon PLC has met to consider these risks and uncertainties and will continue to monitor how these risks evolve. These risks
are significant to the group and are also detailed in the group financial statements.

The directors are of the opinion that the Company has adequate resources to continue in operational existence for the foreseeable future. The Company has received
support from the Pendragon Group during the year and will continue to do so for the forthcoming period . Accordingly they continue to adopt the going concern basis in
preparing the annual report and accounts.

The directors are satisfied that the Company is well positioned to take advantage of future opportunities.

5172 STATEMENT
Statement by the directors in performance of their statutory duties in accordance with s172(1) Companies Act 2006

The board of directors of Car Store Limited consider, both individually and together, that they have acted in the way they consider, in good faith, would be most likely to
promote the success of the company for the benefit of its members as a whole (having regard to the stakeholders and matters set out in s172(1)(a)-(f) of the Act) in the
decisions taken during the year ended 31 December 2022.

« Our plan was designed to have a long-term beneficial impact on the company and to contribute to its success in delivering a high quality of service across all of our
business activities.

» Our team members are fundamental to the delivery of our plan. We aim to be responsible employer in our approach to the pay and benefits our team members
receive. The health, safety and well-being of our team members is one of our primary considerations in the way we do business.

- Engagement with suppliers and customers is key to our success. We meet with our major supplier partners regularly throughout the year and take the appropriate
action, when necessary, to prevent involvement in modern slavery, corruption, bribery and breaches of competition law.

« Our plan took into account the impact of the Group's operations on the community and environment and our wider social responsibilities, and in particular how we
comply with environmental legislation and pursue waste-saving opportunities and react promptly to local community concerns.

« As the Board of Directors, our intention is to behave responsibly and ensure that the management operate the business in a responsible manner, operating within the
high standards of business conduct and good governance expected for a business such as ours and in doing so, will contribute to the delivery of our plan. The intention
is to nurture our reputation, through both the construction and delivery of our plan, that reflects our responsible behaviour.

+ As the Board of Directors, our intention is to behave responsibly towards our shareholders and treat them fairly and equally, so they too may benefit from the
successful delivery of our plan.

By order of the Board
~t . i

M S Willis
Director 20 September 2023



CAR STORE LIMITED 2
DIRECTORS' REPORT

YEAR ENDED 31 DECEMBER 2022

The directors have pleasure in submitting their report and the audited financial statements of the Company for the year ended 31 December 2022.
RESULTS AND DIVIDENDS

The results for the year are shown in the profit and loss account on page 6.

The directors do not recommend the payment of a dividend (2021 : Enil).

DIRECTORS

The directors who held office during the year were as follows:

M Willis

W Berman

M S Casha

Pendragon Management Services Limited

EMPLOYEES

Details of the number of employees and related costs can be found in note 4 to the financial statements.

EMPLOYMENT OF DISABLED PERSONS

The Company recognises its responsibilities in-employing and training disabled persons. If any employee becomes disabled it is standard practice, in all but the most
oxtremo ciroumstances, to offer an altornative job and provide retraining where noceccary. ’

EMPLOYEE INVOLVEMENT
Regular contact and exchanges of information are maintained to keep employees informed of the progress of the business.

The Company participates in policies and practices to keep employees informed on matters relevant to them as employees through appropriate means, such as
employee meetings and newsletters.

DISCLOSURE OF INFORMATION TO AUDITOR

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware, there is no relevant audit information of which
the Company's auditor is unaware; and each director has taken all the steps that they ought to have taken as a director to make themselves aware of any relevant
audit information and to establish that the Company’s auditor is aware of that information.

RE-APPOINTMENT OF AUDITOR

Pursuant to Section 487 of the Companics Act 2006; tho auditor will be doemed to be roappointed and KPMG LLP will therefore continue in office.

On behalf of the Board

B,

Loxley House

2 Oakwood Court
Littte Oak Drive
Annesley
Nottinghamshire

R J Maloney NG15 0DR
Secretary 20 September 2023



CAR STORE LIMITED : 3

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE STRATEGIC REPORT, THE
DIRECTORS' REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Strategic Report, the Directors' Report and the financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have elected to prepare the financial statements in
accordance with UK accounting standards and applicable law (UK Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing these financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- state whether applicable UK accounting standards have been followed,- subject to any material departures disclosed and explained in the financial
statements;

- assess the company's ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and

- use the going concern basis of accounting unless they either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
SO.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s transactions and disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the financial statements comply with the Companies Act 2006. They are
responsible for such internal control as they determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error, and have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to prevent and
detect fraud and other irregularities. ’



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CAR STORE LIMITED 4

Opinion

We have audited the financial statements of Car Store Limited (‘the Company”) for the year ended 31 December 2022 which comprise the profit and loss account,
balance sheet, statement of changes in equity and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

- give a true and fair view of the state of the Company's affairs as at 31 December 2022 and of its loss for the year then ended;

- have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced Disclosure Framework; and
- have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and appticable law. Our responsibilities are described below. We
have fulfilled our ethical responsibilities under, and are independent of the company in accordance with, UK ethical requirements including the FRC Ethical Standard.
We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the company or to cease its operations, and as they
have concluded that the company's financial position means that this is realistic. They have also concluded that there are no material uncertainties that could have cast
significant doubt over its ability to continue as a going concern for at least a year from the date of approval of the financial statements (“the going concern period”).

In our evaluation of the directors’ conclusions, we considered the inherent risks to the company’s business model and analysed how those risks might affect the
company'’s financial resources or ability to continue operations over the going concern period.

Our conclusions based on this work:

- we consider that the directors’ use of the going concern basis of accounting in the preparation of the financial statements is appropriate;
- we have not identified, and concur with the directors’ assessment that there is not, a material uncertainty related to events or conditions that, individually or
collectively, may cast significant doubt on the company's ability to continue as a going concern for the going concern period.

-However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are inconsistent with judgements that were
reasonable at the time they were made, the above conclusions are not a guarantee that the company will continue in operation.

Fraud and breaches of laws and regulations — ability to detect
Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could indicate an incentive or pressure to commit fraud or
provide an opportunity to commit fraud. Our risk assessment procedures included:

« Enquiring of directors, the audit committee, and inspection of policy documentation as to the Company’s high-level policies and procedures to prevent and detect
fraud, including thc Company's channel for “whistleblowing”, as well as whother they have knowledge of any actual, suspected or alleged fraud.

+ Reading Board minutes. .

- Considering remuneration incentive schemes and performance targets for management/ directors/ sales staff

- Using analytical procedurcs to identify any unusual or unoxpoected rolationships.

We communicated idontified fraud rigke throughout the audit team and remained alert to any indicatione of fraud throughout the audit.

As required by auditing standards, and taking into account possible pressures to meet profit targets and our overall knowledge of the control environment, we perform
procedures to address the risk of management override of controls and the risk of fraudulent revenue recognition, in particular the risk that sales are recorded in the
wrong period and the risk that Company management may be in a position to make inappropriate accounting entries, and the risk of bias in accounting estimates and
judgements such as valuation of used vehicle inventory. ’

We did not identify any additional fraud risks.

We performed procedures including:

- Identifying journal entries and other adjustments to test based on risk criteria and comparing the identified entries to supporting documentation. These included those
posted to unexpected accounts such as sales and cash.

- Assessing when revenue was recognised, particularly focusing on revenue recognised in the days before and after the year end date, and whether it was recognised
in the correct year.

- Assessing significant accounting estimates for bias.

Identifying and responding to risks of material misstatement due to non-compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on the financial statements from our general commercial and
cector experience and through discussion with tho diractors and other managoment (as required by auditing standards), and from inspection of the Company’s
regulatory and legal correspondence and discussed with the directors and other management the policies and procedures regarding compliance with laws and
regulations.

We communicated identified laws and regulations throughout our team and remained alert to any indications of non-compliance throughout the audit.
Tho potential effect of these laws and regulatienc on the financial statemonts varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including financial reporting legislation (including related companies
legislation), distributable profits legislation and taxation legislation and wo assessed the extont of compliance with these laws and regulations as part of our procedures
on the related financial statement items.

Secondly, the Company is subject to many other laws and regulations where the consequences of non-compliance could have a material effect on amounts or
disclosures in the financial statements, for instance through the imposition of fines or litigation or the loss of the Company's license to operate. We identified the
following areas as those most likely to have such an effect: health and safety, antibribery, employment law, regulatory capital and liquidity and certain aspects of
company legislation recognising the financial and regulated nature of the Group's activities and its legal form. Auditing standards limit the required audit procedures to
identify non-compliance with these laws and regulations to enquiry of the directors and other management and inspection of regulatory and legal correspondence, if
any. Therefore, if a breach of operational regulations is not disclosed to us or evident from relevant correspondence, an audit will not detect that breach.



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CAR STORE LIMITED - continued 5

Fraud and breaches of laws and regulations — ability to detect - continued

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material misstatements in the financial statements, even
though we have properly planned and performed our audit in accordance with auditing standards. For example, the further removed non-compliance with laws and
regulations is from the events and transactions reflected in the financial statements, the less likely the inherently limited procedures required by auditing standards
would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal controls. Our audit procedures are designed to detect material misstatement. We are not responsible for preventing non-compliance or fraud
and cannot be expected to detect non-compliance with all laws and regulations.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial statements does not cover those reports and we do not
express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on our financial statements audit work, the
information therein is materially misstated or inconsistent with the financial statements or our audit knowledge. Based solely on that work:

- we have not identified material misstatements in the strategic report and the directors’ report;
- in our opinion the information given in those reports for the financial year is consistent with the financial statements; and
- in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

- adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not visited by us; or
- the financial statements are not in agreement with the accounting records and returns; or

- certain disclosures of directors’ remuneration specified by law are not made; or

» we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 3, the directors are responsible for: the preparation of the financial statements and for being satisfied that
they give a true and fair view; such internal control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; assessing the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and using the going concern basis of accounting unless they either intend to liquidate the company or to cease operations, or have no realistic alternative but
to do so.

Auditor's responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue our opinion in an auditor's report. Reasonable assurance is a high level of assurance, but does not guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the financial statements. '

A fuller description of our responsibilities is provided on the FRC's website at www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been
undertaken so that we might state to the company's members those matters we are required to state to them in an auditor's report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's members, as a body, for our audit
work, for this report, or for the opinions we have formed.

Craig Parkin (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

One Snowhill 20 September 2023
Snow Hill Queensway

Birmingham

B4 6GH



CAR STORE LIMITED

6
PROFIT AND LOSS ACCOUNT
YEAR ENDED 31 DECEMBER 2022

2022 2021

Note £000 £000
2 TURNOVER 192,626 187,629
Cost of sales (180,453) (173,474)

GROSS PROFIT 12,173 14,155
Distribution costs (9,346) (7,794)
Administrative expenses (18,253) (8,381)

3 OPERATING LOSS (15,426) (2,020)
5 Interest payable (6,914) (4,767)

LOSS ON ORDINARY ACTIVITIES

BEFORE TAXATION (22,340) (6,787)

6 Taxation on loss on ordinary activities 4,271 1,560
LOSS FOR THE FINANCIAL YEAR (18,069) (5,227)

All amounts relate to continuing operations.

There are no amounts to be recognised in a Statement of Other Comprehensive Income and as such no separate statement has been presented. The loss for

the financial year represents total comprehensive expense for the period.
Movements in reserves are shown in the Statement of Changes in Equity on page 8.

The notes on pages 9 to 16 form part of these financial statements.



CAR STORE LIMITED
BALANCE SHEET

AT 31 DECEMBER 2022

restated -see note 1

2022 2021
Note £000 £000
FIXED ASSETS
7 Intangible assets 29 10
8 Tangible assets 2,325 1,194
2,354 1,204
CURRENT ASSETS
9 Stocks 50,844 37,584
10 Debtors 99,658 71,396
12 Deferred tax asset (due in over 1 year: £4,711,000) 4,711 8,783
155,213 117,763
i1 CREDITORS: amounts falling due
within one year (234,509) (186,623)
NET CURRENT LIABILITIES (79,296) (68,860)
NET LIABILITIES (76,942) (67,656)
CAPITAL AND RESERVES
13 Called up share capital 8,000 8,000
Profit and loss account (84,942) (66,873)
SHAREHOLDERS' DEFICIT (76,942) (58,873)

Approved by the Board of Directors on 20 September 2023 and signed on its behalf by :

~ e Gt
M S Willis

Director

Registered Company Number : 01482233

The notes on pages 9 to 16 form part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY
YEAR ENDED 31 DECEMBER 2022
Called up
share Profit and Total
capital loss account equity
£000 £000 £000
Balance at 1 January 2021 8,000 (61,646) (53,646)
Total comprehensive expense for 2021
Loss for the year - (5,227) (5,227)
Total comprehensive expense for the year - (5,227) (5,227)
Balance at 31 December 2021 8,000 (66,873) (58,873)
Balance at 1 January 2022 8,000 (66,873) (58,873)
Total comprehensive expense for 2022
Loss for the year - (18,069) (18,069)
Total comprehensive expense for the year - (18,069) (18,069)
Balance at 31 December 2022 8,000 (84,942) (76,942)

The notes on pages 9 to 16 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2022

1 ACCOUNTING POLICIES
(a) Basis of preparation

Car Store Limited is a company incorporated, domiciled and registered in England in the UK. The Company's registered number is 01482233 and the
registered address is Loxley House, Little Oak Drive, Annesley, Nottinghamshire, NG15 ODR.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework ('FRS 101°).

In preparing these financial statements, the Company applies the recognition, measurement and disclosure requirements of UK-adopted international
accounting standards (“Adopted IFRSs”), but makes amendments where necessary in order to comply Companies Act 2006 and has set out below where
advantage of the FRS 101 disclosure exemptions has been taken.

The financial statements are presented in thousands of UK pounds, rounded to the nearest £1,000. They have been prepared under the historical cost
convention and where other bases are applied these are identified in the relevant accounting policy in the notes below.

The Company's ultimate parent undertaking, Pendragon PLC, includes the Company in its consolidated financial statements. The consolidated financial
statements of Pendragon PLC are prepared in accordance with International Financial Reporting Standards and are available to the public and may be
obtained from the Company Secretary, Pendragon PLC, Loxley House, Little Oak Drive, Annesley, Nottinghamshire, NG15 0DR.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of the following disclosures:
- a Cash Flow Statement and related notes;

- Comparative period reconciliations for share capital, tangible fixed assets and intangible assets;

- Disclosures in respect of transactions with wholly owned subsidiaries ;

- Disclosures in respect of capital management;

- The effects of new but not yet effective IFRSs;

« Disclosures in respect of the compensation of Key Management Personnel.

« Disclosures of transactions with a management entity that provides key management personnel services to the Company.

As the consolidated financial statements of Pendragon PLC include the equivalent disclosures, the Company has also taken the exemptions under FRS 101
available in respect of the following disclosures:

- Certain disclosures required by IAS 36 Impairment of assets in respect of indefinite life intangible assets;

- Cenrtain disclosures required by IFRS 3 Business Combinations in respect of business combinations undertaken by the Company;

« Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7 Financial Instrument Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these financial statements.

The Company proposes to continue to adopt the reduced disclosure framework of FRS 101 in its next financial statements.
Judgements

The Company applies judgement in how it applies its accounting policies, which do not involve estimation, but could materially affect the numbers disclosed in
these financial statements. There are however no such key accounting judgements applied in these financial statements.

Accounting estimates

The preparation of financial statements in cbnformity with FRS 101 requires the use of estimates and assumptions that affect the reported amounts of assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting year. Although these estimates
are based on management's best knowledge of the amount, events or actions, actual results ultimately may differ from those estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances. Revisions to accounting estimates are recognised in the period in which
the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the revision affects both current and future
periods. The directors consider the following to be the key estimates applicable to the financial statements, which have a significant risk of resulting in a

within the next Potential impact

Key esti area_|Key assumption financial year  |in the longer term| Note reference
Stock fair value The Company’s assessment of fair values of used stock involves an element of estimation. The
(used vehicles) key assumption is estimating the likely sale period and the expected profit or loss on sale for v 9

each of our inventory items thai are held at the year end point. We conduct this analysis by
looking at stock by age category and comparing historical trends and our forward expectations on
these assumptions.
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NOTES TO THE FINANCIAL STATEMENTS continued

YEAR ENDED 31 DECEMBER 2022

1 ACCOUNTING POLICIES continued
(a) Basis of preparation (continued)
Going concern

Notwithstanding net current liabilities of £79,296,000 as at 31 December 2022 and a loss for the year then ended of £18,069,000 the financial statements have
been prepared on a going concern basis which the directors consider to be appropriate for the following reasons.

The directors have performed a going concern assessment until December 2024 which indicate that, taking account of reasonably possible downsides, a
macro-economic downturn, a market correction in used car pricing and shortfalls in new car supply resulting from shortages in microchips impacting
manufacturing, its financial resources and the company’s ability to access funding through the group’s centralised treasury arrangements, the Company will
have sufficient funds to meet its liabilities as they fall due for that period.

The assessment is dependent on Pendragon PLC providing additional financial support during that period. Pendragon PLC has indicated its intention to
continue to make available such funds as are needed by the company for the period covered by the assessment. As with any company placing reliance on
other group entities for financial support, the directors acknowledge that there can be no certainty that this support will continue although, at the date of
approval of these financial statements, they have no reason to believe that it will not do so.

The Company participates in the Pendragon group's centralised treasury arrangements and so shares banking arrangements with its parent and fellow
subsidiaries, and as a result is dependent on the Pendragon group. As a result, the directors have considered the wider impact on the Pendragon PL.C group
(“the Group”) in their going concern assessment.

The Pendragon group has seen a strong position during 2022 as reported in its Annual Report for the year ending 31 December 2022. Despite this, the
directors consider that the current economic outlook presents significant uncertainty in terms of sales volume and pricing for the reasons referred to above and
the further risk of disruption to supply chains that the conflict in Ukraine presents, but after assessing the risks the directors do not believe there to be a
material risk to going concern.

The Group meets its day-to-day working capital requirements from a revolving credit facility of £75m and senior note of £100m together with cash balances
and a requirement for on-going access to rolling vehicle credit stocking facilities. The senior note is due for renewal in March 2027 and the revolving credit
facility is due for renewal in March 2025, with a further two, one-year options (available at the election of lenders). The senior note and revolving credit facility
have quarterly leverage and fixed charge covenants, as well as an absolute EBITDA covenant, a breach of which would result in the amounts drawn becoming
repayable on demand. The Group did not make use of government backed borrowing facilities such as the Coronavirus large business interruption loan
scheme. The Group remained compliant with its banking covenants throughout the year to 31 December 2022.

In the context of the above, the Group Directors have prepared cash flow forecasts for the period to 31 December 2024 which indicate that, taking account of
reasonably possible downsides, the Group will have sufficient funds to meet its liabilities as they fall due for that period.

The Directors of the Company have assessed the conclusions reached by the Group directors and agree with their conclusions.

Consequently, the directors are confident that the company will have sufficient funds to continue to meet its liabilities as they fall due for at least 12 months
from the date of approval of the financial statements and therefore have prepared the financial statements on a going concern basis.

The Company's business activities, together with the factors likely to affect its future development and position, are set out in the Strategic Report on page 1.

Prior year adjustment

The Company contributes to the Pendragon group’s cash pooling arrangement and balances are domiciled with Barclays Bank PLC. During the year, the
directors ‘performed a detailed review of the group’s cash pooling arrangements and identified that cash balances contributed by the subsidiaries to the pool
were incorrectly classified as cash and cash equivalents rather than inter-group receivable — cash pooling accounts. As a result, the 2021 balance sheet has
been restated to correctly present the balances as inter-group receivable.

In addition deferred tax balances were previously disclosed within debtors. In accordance with IAS 1 these should be separately disclosed on the face of the
balance sheet therefore the 2021 balance sheet has been further restated to correctly present the deferred tax asset balances as such.

The adjustments restating the balance sheet for these two adjustments are as follows:

2021 2021
as reported restatement restated
£000 £000 £000

Current Assets
Cash at bank and in hand 78,084 (78,084) -
8,783 8,783

Deferred tax asset -
Debtors 10,878 69,301 80,179
88,962 B 88,962
The restatement did not result in any change to reported profit and net liabilities reported in 2021.
The impact on the opening Balance Sheet as at 31 December 2020 is as follows:
2020 2020
as reported restatement restated
£000 £000 £000
Current Assets )
Cash at bank and in hand 75,782 {75,330) 452
Deferred tax asset - 10,390 10,390
Debtors 11,193 64,940 76,133
86,975 - 86,975

The restatement did not result in any change to reported profit and net liabilities reported in 2020.

{b) Turnover. Turnover from the sale of goods is recognised in the profit and loss account, net of discounts, on satisfaction of the Company's performance
obligations under the sale contracts, which is when the Company has satisfied its performance obligations to the customer and thé customer has obtained
control of the goods or services being transferred. In general this occurs when vehicles or parts have been supplied or when service has been completed.
Turnover from aftersales services rendered is recognised in the profit and loss account in proportion to the stage of completion of the transaction at the
reporting date. Usually these services are completed within one day. The stage of completion is assessed by surveys of work performed or by reference to
time expended on services that are charged on a labour basis.
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NOTES TO THE FINANCIAL STATEMENTS continued

YEAR ENDED 31 DECEMBER 2022

1 ACCOUNTING POLICIES continued

(c) Intangible assets. Other intangible assets are stated at cost less accumulated amortisation and any impairment losses. This category of asset, which
includes purchased computer software, are amortised by equal instalments over four years.

(d) Tangible fixed assets and depreciation. Depreciation is provided to write off the cost less the estimated residual value of tangible fixed assets by equal
instalments over their estimated useful economic life as follows:

Leasehold property improvements - owned - over the lease term
Plant and equipment - 10 to 33% per annum
Motor vehicles - 20 to 25% per annum

(e) Stocks.

(i) Motor vehicle stocks are stated at the lower of cost and net realisable value. Cost is net of incentives received from manufacturers in respect of target
achievements. Fair values of motor vehicle stocks are determined by assessing the estimated sales point and sales price using historical trends for vehicles
categorised by their time in stock and stock classification. The assessment of fair values involves an element of judgement and estimation, examples of which
include assessing the current state of the market in a given segment, assessing the impact of the age and condition of the vehicle on its fair value and
consideration of macro-economic factors as discussed in the risk overview. Whilst this data is deemed representative of current values it is possible that
ultimate sales values can vary from those applied.

(ii) Parts inventories are based on an average purchase cost principle and are written down to net realisable value by providing for obsolescence on a time in
stock based formula approach.

(f) Trade and other debtors .Trade and other debtors are recogmsed initially at fair value and are subsequently stated at amortised cost using the effective
interest method, less any impairment Iosses .

(g)Trade and other creditors. Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition they are measured at amortised
cost using the effective interest method. '

{h) Cash and cash equivalents. Cash and cash equivalents comprise cash balances and call deposits.

(i) Impairment excluding stocks and deferred tax assets.

Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is measured for impairment losses in accordance with IFRS 9 using an expected credit loss
(ECL) model. The impairment mode! applies to financial assets measured at amortised cost. The calculation of ECLs are a probability-weighted estimate of
credit losses. For trade receivables, the Company applies the simplified approach set out in IFRS 9 to measure expected credit losses using a lifetime
expected credit loss allowance. The Company considered a trade or other receivables, including intercompany receivables, to be in default when the borrower
is unlikely to pay its credit obligations to the Company in full after all reasonable actions have been taken to recover the debt.

Non-financial assets

The carrying amounts of the Company's non-financial assets, other than stocks and deferred tax assets, are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated. For goodwill and intangible
assets that have indefinite useful lives or that are not yet available for use, the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to sell. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the
smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets
(the 'cash-generating unit).

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount. Impairment losses are recognised
in profit or loss. Impairment losses recognised in respect of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to the units, and
then to reduce the carrying amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is reversed if and only if the reasons for the impairment have ceased to apply.

In respect of other assets, impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased
or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment loss
is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

(i) Interest receivable and Interest payable. Interest payable and similar charges include interest payable and finance charges on shares classified as
liabilities. Borrowing costs that are directly attributable to the acquisition, construction or production of an asset that takes a substantial time to be prepared for
use, are capitalised as part of the cost of that asset. Other interest receivable and similar income include interest receivable on funds invested.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.

(k) Taxation. Income tax comprises current and deferred tax. Income tax is recognised in the profit and loss account except to the extent that it relates to
items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. The following temporary differences are not recognised: initial recognition of goodwill, the initial recognition of assets or liabilities
in a transaction that is not a business combination that affect neither accounting nor taxable profit, and differences relating to investments in subsidiaries to the
extent that they will probably not reverse in the foreseeable future. The amount of deferred tax recognised is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset can be utilised.
Deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised. Deferred income tax assets and
liabilities are offset when there is a legally enforceable rights to offset current tax assets against current tax liabilities.
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NOTES TO THE FINANCIAL STATEMENTS continued

YEAR ENDED 31 DECEMBER 2022

1 ACCOUNTING POLICIES continued

() Leases.
At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, or contains, a lease if the contract conveys the right

to control the use of an identified asset for a period of time in exchange for consideration. To assess whether a contract conveys the right to control the use of
an identified asset, the Company uses the definition of a lease in IFRS 16. This policy is applied to contracts entered into, on or after 1 January 2019.

The Company recognises a right of use asset and a lease liability at the lease commencement date. The right of use asset is initially measured at cost, and
subsequently at cost less accumulated depreciation and impairment losses, and adjusted for certain remeasurements of the lease liability. Cost comprises the
initial amount of the lease liability adjusted for any initial direct costs incurred less any lease incentives received. Depreciation is recognised on a straight line
basis over the period of the lease the right of use asset is expected to be utilised.

s

The lease liability is initially measured at the present value of lease payments that are not paid at the commencement date, discounted by the interest rate
implicit in the lease or when this is not readily attainable, the Company’s incremental borrowing rate. Lease payments include fixed rental payments and
amounts expected to be payable under a residual value guarantee. Generally the Company uses it's incremental borrowing rate as the discount rate. The
Company determines its incremental borrowing rate by obtaining interest rates from various external financing sources and makes certain adjustments to
reflect the terms of the lease and type of the asset leased.

The lease liability is subsequently increased by the interest cost on the lease liability and reduced by payments made. It is remeasured when there is a change
in future lease payments arising from a change of index or rate, a variation in amounts payable foliowing contractual rent reviews and changes in the
assessment of whether an extension/termination option is reasonably certain to be exercised. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and short-term leases. The Company
recognises the lease payments associated with these leases as.an expense on a straight-line basis over the lease term.

(m) Post-retirement benefits. The Company participates in a group wide defined contribution pension scheme. The assets of the scheme are held separately
from those of the Company in an independently administered fund. The amount charged to the profit and loss account represents the contributions payable to.
the scheme in respect of the accounting period.

(n) Auditor's remuneration. Amounts receivable by the Company's auditor in respect of services to the Company and its associates, other than the audit of the
Company's financial statements, have not been disclosed as the information is required instead to be disclosed on a consolidated basis in the consolidated
financial statements of the Company's parent, Pendragon PLC.

(0) Government grants are recognised when there is reasonable assurance the grants will be received and the conditions of the grant will be complied with.
Income from Government grants received during the previous year 2021 of £80,000, being the Coronavirus Job Retention Scheme, was included within payroll
expenses. A further benefit was been received by way of business rates relief during 2021 by way of waivers to these charges. No Government grants were
received in 2022.
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2

TURNOVER

The Company principally generates turnover from the sale of used motor vehicles, together with the supply of motor vehicle parts, servicing and repair
activates, collectively referred to as aftersales. Products and services may be sold separately or in bundled packages. Examples of a bundled package will
include the supply of a vehicle with an extended warranty or a servicing plan. For bundled packages, the Company accounts for individual products and
services separately as they are distinct items, as each performance obligation within that contract is separately identifiable from other items in the bundled
package. The consideration is proportionately allocated between separate products and services in a bundle based on their stand-alone selling prices. The
stand-alone selling prices are determined based on the list prices at which the Company sells these items and are separately identified on the customer's
invoice. Full details of these elements of the Company's turnover are provided in the consolidated financial statements of Pendragon PLC for the year ended
31 December 2022.

Turnover by major products/service lines

2022 2021

£000 £000
Used vehicle revenue 188,174 184,770
Aftersales revenue 4,452 2,859
Turnover from external customers 192,626 187,629
Timing of turnover recognition

2022 2021

£000 £000
At point in time 191,710 186,794
Over time . 916 835
Turnover from external customers 192,626 . 187,629
All turnover arises in the United Kingdom.
Contract balances ' 2022 2021

£000 £000
Contract liabilities (1,839) (1,337)

Contract liabilities relate to the unearned proportion of warranty policies sold by the Company on which revenue is recognised over time and payments
received on account for contracts to supplied goods at a future date.

OPERATING LOSS
Operating loss has been arrived at after charging :

2022 2021

£000 £000
Depreciation of tangible fixed assets - owned 168 84
Amortisation of intangible fixed assets 2 2
Auditor’s remuneration- audit 9 9
Operating lease charges - plant & equipment 16 16
Operating lease rentals - land and buildings - 2,800 2,800

Amounts receivable by the Company's auditor in respect of services to the Company and its associates, other than the audit of the Company's financial
statements, have not been disclosed as the information is required instead to be disclosed on a consolidated basis in the consolidated financial statements of
the Company's parent, Pendragon PLC.

EMPLOYEES

The average number employed by the Company in the following areas was: 2022 2021
Number Number

Sales 165 135
Aftersales 73 60
Administration 15 12
253 207

Costs incurred in respect of these employees were : 2022 2021
£000 £000

Wages and salaries 8,330 6,608
Less - receipts from the Government Coronavirus Job Retention Scheme - (80)
Social security costs 870 652
Other pension costs 442 223
9,642 7,403

No director of the Company received or waived any remuneration for services to the Company during the year (2021 : £nil).
There were no other employees during the year (2021 : nil)
The directors are employed by Pendragon PLC and full details of their remuneration can be found in the Directors Remuneration Report section of that

company’s annual report. A management charge is levied on the Company which incorporates an element of recharge for the remuneration of the directors
amounting to £301,000 (2021 : £246,000). .

INTEREST PAYABLE 2022 2021
£000 £000

Intra group interest payable 6,914 4,767
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6 TAXATION 2022 2021
£000 £000

UK corporation tax at the UK average statutory rate of 19.00% (2021 : 19.00%) .
Current tax on loss for the year (7,739) (3,167)
Adjustments in respect of prior periods (604) .
Total current tax (8,343) (3,167)
Deferred taxation
Origination and reversal of temporary differences 3,470 1,607
Adjustments in respect of prior periods 602 -
Total deferred tax 4,072 1,607
Tax on loss on ordinary activities (4,271) (1,560)

Factors affecting the tax credit for the period:
The tax credit assessed is higher than (2021 : higher than) the standard rate of corporation tax in

the UK of 19.00% (2021 : 19.00%). The differences are explained below: 2022 2021
£000 £000
Loss on ordinary activities before tax (22,340) (6,787)
Tax on loss at the UK average statutory rate of 19.00% (2021 : 19.00%) (4,245) (1,290}
Effects of:
Expenses not deductible in determining taxable profit ' 1 1
Permanent differences arising in respect of fixed assets (25) 3
Impact of corporation tax rate change - (274)
Adjustments in respect of prior periods (2) -
Tax on loss on ordinary activities (4,271) (1,560)

The UK tax rate applying throughout 2022 was 19%, this rate increased to 25% on 1 April 2023. The rate change to 25% was substantively enacted on 24
May 2021 and as such in the prior year the portion of the deferred tax assets forecast to remain at 31 March 2023 were revalued to 25% which gave a tax
credit to the 2021 income statement of £274,000.

7 FIXED ASSETS - INTANGIBLE ASSETS Software
£000
Cost
At 31 December 2021 15
Additions 21
At 31 December 2022 - 36
Depreciation
At 31 December 2021 5
Charge for the year 2
At 31 December 2022 . 7

Net book value
At 31 December 2022 , 29
At 31 December 2021 10

Intangible assets amortisation is recorded in administrative expenses in the profit and loss account.

8 FIXED ASSETS - TANGIBLE ASSETS Plant &
Land and building equipment
owned owned Total
£000 £000 £000

Cost
At 31 December 2021 : 257 4,021 4,278
Additions 86 1,282 1,368
Disposals - (142) (142)
At 31 December 2022 343 5,161 5,504
Depreciation
At 31 December 2021 67 3,017 3,084
Charge for the year 44 124 168
Disposals - (73) (73)
At 31 December 2022 111 3,068 3,179

Net book value
At 31 December 2022 - ' 232 2,093 2,325
At 31 December 2021 190 1,004 1,194
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STOCKS
2022 2021
£000 £000
Vehicles for resale 50,467 37,346
Vebhicle parts and other stocks 377 238
50,844 37,584

10

11

12

13

The key assumptions underpinning the net realisable value of the used vehicle inventory are (i) the time to sell each vehicle; (i) the expected sales price at the
date of sale. If the average time to sell a vehicle is increased by 30 days then it would reduce the value of the used vehicle inventory by £308,000 (2021:
£20,000). If the expected sales prices at the date of sale were to decrease by £500 per vehicle then it would reduce the value of the used vehicle inventory by
£455,000 (2021: £418,000) at the balance sheet date. Whereas if the average time to sell a vehicle is decreased by 30 days then it would increase the value
of the used vehicle inventory by £283,000 (2021: £132,000). Also if the expected sales prices at the date of sale were to increase by £500 per vehicle then it

would increase the value of the used vehicle inventory by £295,000 (2021: £316,000) at the balance sheet date.

During the year an expense of £31,000 was recognised in respect of the write down of stocks (2021 : £319,000).

DEBTORS restated -see note 1
2022 2021
. £000 £000
Trade debtors 832 1,136
Amounts owed by group undertakings - cash pooling account 97,509 69,301
Other debtors and prepayments 1,317 959
99,658 71,396

The Company contributes to the Pendragon group’s cash pooling arrangement and balances are domiciled with Barclays Bank PLC. These balances are

presented as Amounts owed by group undertakings - cash pooling account.
All amounts are due within one year.

CREDITORS : amounts falling due within one year

2022 2021

. £000 £000

Payments received on account 255 243
Amounts owed to group undertakings 224,678 177,353
Trade creditors 1,662 1,128
Other taxation and socia! security 1,672 1,830
Accruals and deferred income 6,242 6,069
' 234,509 186,623

Amounts owed to group undertakings are repayable on demand. The intercompany loan bears interest on variable rate terms of LIBOR + variable amount

dependent on Group leverage ratio.

Interest on bank loans and overdrafts are borne by Pendragon Management Services Limited, a member of the Pendragon PLC group.

DEFERRED TAX ASSET

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax liabilities and when

the deferred income taxes relate to the same fiscal authority. The offset amounts are as follows:
<

2022 2021
£000 £000
Deferred lax assets ' 4,711 8,783
The movement in the deferred tax assets for the year is as follows: Other
Accelerated short term
capital temporary
allowances differences Losses " Total
£000 £000 £000 £000
At 1 January 2021 901 9 9,480 10,390
{Charged)/credited to profit and loss account (24) 546 (2,129) (1,607)
At 31 December 2021 877 555 7,351 8,783
At 1 January 2022 877 555 7,351 8,783
{Charged) to profit and loss account (267) (435) (3,370) (4,072)
At 31 December 2022 : . 610 120 3,981 4,711

The deferred tax asset on losses comprises of £1,365,000 of losses that can only be used by Car Store Ltd and £2,616,000 that are available to be used by

other group members.

CALLED UP SHARE CAPITAL

" The directors believe that the deferred tax asset recognised is recoverable as they expect taxable profits to arise in the foreseeable future.

2022 2021
Allotted, called up and fully paid : £000 £000
8,000,000 (2021: 8,000,000) ordinary shares of £1 each 8,000 8,000
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15

16

17

LEASING
During the year ended and at 31 December 2022 the Company had no right of use assets and no lease liabilities (2021: nit).

Amounts recognised in profit or loss

2022 2021
£000 £000
Expenses in respect of payments made to Pendragon Property Holdings Limited in respect of property 2,483 2,800
Expenses relating to low value and short-term leases 87 16
2,570 2,816

The Company leases properties from Pendragon Property Holdings Limited on terms allowing immediate termination by either party. As such no lease
commitment is shown in respect of these properties. In addition there are other leases in respect of items of plant and equipment, including the rental of motor
vehicles. None of the leases includes contingent rentals.

PENSIONS

The Company participates in a defined contribution scheme (group stakeholder arrangement) for eligible employees. In addition, to comply with the
Government's automatic enrolment legislation, the Company chose to participate in the People’s Pension Scheme in April 2013. This is a defined contribution
occupationa! pension scheme provided by B&CE.

The pension charge cost in respect of the group stakeholder arrangement and the People’s Pension Scheme for the year was £442,000 (2021: £223,000).
ULTIMATE PARENT COMPANY

The Company is a subsidiary undertaking of Pendragon PLC which is the ultimate parent company incorporated in the UK.

No other group financial statements include the results of the Company

POST BALANCE SHEET EVENTS

On 18 September 2023, Pendragon PLC (the ultimate parent company) unanimously recommended an offer from Lithia Motors, Inc. to acquire the entire UK
Motor and Leasing business)of Pendragon PLC, for a gross aggregate consideration of £250 million {subject to certain financial adjustments). Furthermore,
Pendragon PLC and Lithia Motors, Inc. have agreed terms of a strategic partnership for an aggregate subscription price of £30 million to accelerate
Pinewood's, the Group’s dealer management software business, entry into the North American market. The proposed transaction is subject to shareholder
approval and other conditions precedent. This transaction will include the acquisition of Car Store Limited which will result in a change of its ultimate parent to
Lithia Motors, Inc upon successful completion.



