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About us

THE NORTHGATE DIFFERENCE

e Option of no capital or
contractual commitment

e Ease of flexing number and
type of vehicles

e |eading levels of service

DOXXXOXXO020002%0

Materiality

Northgate’s Annual report and Accounts 2018 aims to provide
a fair, balanced and understandable assessment of our business
model, strategy and performance in relation to material matters
which affect all our stakeholders.

To achieve this, we focused on:

e Specific quantitative and qualitative criteria

e Risks and opportunities which impact the achievement of
our strategic objectives

e Feedback from key stakeholders during the year.
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Average VOH ('000) Revenue - hire of vehicles (£m)

84.2 83.8 471.2
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Underlying PBT (£m) Dividend per share (p)
85.0
82.9 17.3 17.7
75.0 16.0
14.5
603 57.0
10.0
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
Net debt (£m) About our non-GAAP measures
and why we use them
439.3 Throughout this report we refer to underlying
results and measures. The underlying measures
346.1 allow management and other stakeholders to better
o 3278 compare the perf f the G bet th
309.9 3099 pare the performance of the Group between the

current and prior period without the effects of one-

off or non-operational items.

In particular we refer to disposals profit. This is a non-
GAAP measure used to describe the adjustment in
depreciation charge made in the year for vehicles sold
at an amount different to their net book value at the
date of sale (net of attributable selling costs).

Underlying measures exclude certain one-off items
such as those arising due to restructuring activities
and recurring non-operational items, including certain

2014 2015 2016 2017 2018

intangible amortisation.

Exceptional items are explained in the Notes to the
accounts and a reconciliation of GAAP to non-GAAP

measures is included on page 32.

o Read about our performance on pages 18 to 33
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Chairman’s statement

USEFUL LINKS
0 For further information on
performance see pages 18 to 33

o See our Business model
on pages 10 and 11

“Qur core objective is to
grow shareholder value
and we will do this by
developing a business
capable of delivering long
term, sustainable and
growing cash flows."”

Andrew Page CHAIRMAN

Read more about our People in CSR
on pages 42 to 45
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During 2018 much work has been
undertaken to position the Group to
deliver sustainable long term growth in
revenues, profits and shareholder returns.
Our work has involved bringing in new
senior management and supporting and
encouraging the executive team through
the development and implementation of
a long term strategy focused on delivering
shareholder value. New and, we believe,
higher quality revenue streams have been
developed and actions have been taken
to better manage our businesses on a
day to day basis. The impact of some of
these actions has dampened short term
earnings but the Board is confident that
the changes which have been made
position Northgate well to deliver good
progress going forwards.

During the year a comprehensive strategic
review was undertaken together with

a thorough analysis of how returns

from our investment in vehicles can be
maximised. From this work our revised
strategy evolved and this strategy will, we
believe, deliver improved performance
and is more closely aligned with delivering
good returns for all of our shareholders.
Further details of this are contained in the
Chief executive's review on page 18.

Performance

Revenues grew by 5% to £702m (2017:
£667m), Group underlying operating
profit was £68.3m (2017: £84.6m) and
underlying earnings per share were
34.8p (2017: 47.3p). The decline in
Group operating profit resulted from a
number of factors, principally a lower
level of rental profit in the UK and Ireland
together with significantly lower levels

of disposals profit of used vehicles across
the Group. A further impact was felt from
new vehicle and other cost inflation.

Against this backdrop it is noteworthy
that our Spanish business continued its
excellent performance with rising VOH
and increased rental profits. Furthermore,
it is encouraging to see the early signs

of an improved performance in the UK,
with the fourth quarter delivering growth
in VOH to yield a year end VOH volume
almost 7% ahead of the previous year.
This improving trend together with some
upward revisions in hire rates should

help to deliver improved UK rental profit
performance in 2019.

The impact of lower profit from used
vehicles negatively impacted the profits in
both Spain and the UK. This is principally
a reflection of the sale of younger vehicles
in previous years. Going forward, under

the Group’s fleet optimisation programme,
we expect to age our fleet more and this
should lead to improved returns.

On a “steady state” basis Northgate
tends to generate high levels of free cash
flow. However, as the Group develops its
business, with increasing VOH, the capital
investment required for this expansion
will absorb a significant proportion of free
cash flow. We believe that, with its current
capital structure, targeted leverage at
1.5x — 2.5x and the progressive dividend
policy with a cover range of 2.0x — 3.0x
the Group is well placed to continue

to develop its business, grow VOH and
deliver increased profits and returns.

Dividend

The Group is in a strong financial position
with the current bank facilities recently
renegotiated to give a longer duration
and more flexible leverage covenants.
For the year ended 30 April 2018, we are
proposing a final dividend of 11.6p (2017:
11.6p) which, together with the interim
dividend of 6.1p (2017: 5.7p), gives a

full year dividend of 17.7p (2017: 17.3p)
representing an increase of 0.4p on 2017.
If approved by shareholders, the final
dividend will be paid on 21 September
2018 to shareholders on the register on
10 August 2018.

Board changes

During the year the previous CFO,

Paddy Gallagher, left the business. Since
September 2017 David Tilston has served
as the Group's Interim CFO. | am pleased
to report that Philip Vincent has been
appointed as Group CFO with effect from
16 July 2018. David Tilston will remain in
the business for a short period in order to
facilitate an effective handover.

Philip was most recently at SABMiller plc
where he was Regional Finance Director,
Asia Pacific and previously Director of
Group Finance and Control. Prior to

this Philip was for three years CFO of
BBC Worldwide, which was the main
commercial arm of the BBC, following a
range of senior financial roles there.

| am delighted to welcome Philip

Vincent to the Board of Northgate. He
brings a wealth of relevant financial

and commercial experience gained in

a wide range of senior roles, in the UK
and internationally, which will enable

him to make a significant contribution to
Northgate’s future success. | would like to
thank David Tilston for undertaking the
role of CFO on an interim basis.
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The way forward

Our core objective is to grow shareholder
value and we will do this by developing a
business capable of delivering long term,
sustainable and growing cash flows,
achieved through a disciplined approach
to deployment of capital and a rigorous
focus on execution. Our touchstones will
be cash flow and returns on investment.

As set out in our Chief Executive’s report,
the potential market for Northgate's
product and services is significant and
we are determined to develop and grow
our business to access more of this
landscape. The strategic review, which
was conducted by our executive team
with input from external consultants,
demonstrated the potential for
Northgate to grow. It is pleasing to see
the growth in our minimum term hire
business in both Spain and the UK. The
quality of earnings from this product

is more predictable and represents an
enhancement. We believe that there

is significant opportunity to grow this
segment alongside our traditional flexible
rental business.

Our people

I would like to record the Board'’s thanks
to all of our 3,000 team members
throughout Northgate. They are the
people who, day in and day out, make
sure that our customers receive a superb
service and we are most grateful to them.

Outlook

Much work has been done at Northgate
over the past 12 months to position the
business for further profitable growth
and development.

We now have strong executive teams in
both the UK and Spain, our Irish business
has been incorporated under the UK
executive team and we have a clear
strategy to grow our revenues, profits and
returns.

We ended 2018 with good momentum
and 2019 has started well. | am confident
that a fully focused Northgate team

can continue the progress and deliver
improving performance for the benefit of
all of our shareholders.

Andrew Page
Chairman
25 June 2018
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Q&A with the CEO

KEVIN BRADSHAW

What is your vision for Northgate?

Northgate operates in a market sector that is seeing strong growth, as
businesses which need light commercial vehicles increasingly recognise
that they do not need to own these vehicles, and that renting vans on
fixed or flexible terms can be a much more cost effective solution. |
believe that this structural shift in the market is set to continue, across
all our territories, and my ambition is for Northgate to capture a very
substantial part of that growth opportunity, providing the range and
quality of light commercial vehicle rental services that will attract and
retain customers. We now have the right strategy to achieve this, and
the right leadership team in each territory, and | believe that we are well
placed to grow profits and cash flow, and to deliver strong returns for
our shareholders.

o Read about our strategy on pages 12 to 15

What progress has been made in turning around
the performance of the UK business?

Getting the UK business back on track and performing well is a major
challenge, and a huge amount of work remains to be done. However,

I think we have made an encouraging start. The new leadership team

is now complete and has the skills and experience to re-energise

our people and drive the business forward. The sales and marketing
functions have been restructured and the teams refocused on finding
and capturing profitable growth opportunities, and this is reflected in
the strong VOH growth we saw in the second half of the year, following
several years of decline.

The next steps will focus on working more efficiently across our
operations, and managing our fleet assets effectively. The first phases of
our major IT transformation process are under way, and this programme
will underpin our efforts to drive higher revenues through our fixed cost
base, and generate higher returns on capital employed. So progress

to date in the UK has been good, and | believe there is now some real
momentum in the business, but there is still an enormous task ahead.

o Read about our performance on pages 18 to 33

Can the Spanish business continue to grow as
quickly as it has done over the past 12 months?

The Spanish business grew strongly last year, and | am confident that this
will continue. The light commercial vehicle market in Spain is experiencing
the same structural changes as we are seeing in the UK, shifting away
from ownership and into both flexible and fixed term rental, and this
underpins our growth opportunity. We have a strong leadership team,
and high calibre, experienced people across our business, and this has
enabled Northgate to grow faster than the market. We have successfully
expanded our range of services to anticipate the way the market has
evolved, such as bundling fixed term and flexible rental propositions and
targeting high growth sectors, and effectively exploited the competitive
advantages of our network. | am therefore confident that we can
continue to deliver strong growth in Spain.

o Read about our marketplace on pages 8 and 9

What is the benefit to Northgate of
having businesses across three separate
territories?

There are significant benefits in having rental businesses in more than
one country, with the main advantage being the transfer of know how
between countries, across all areas of our business. An example of this
was seen during the scoping and initial implementation of the UK's IT
transformation programme, which drew heavily on the experience of
the Spanish business several years earlier. Another area of significant
knowledge transfer between countries has been in operations
management, including workshop scheduling and ways for speeding
up cycling of vehicles through depots. There are also a number of
concrete procurement synergies. Overall, | have no doubt that all

three of our businesses are more efficient because they are part of a
wider group and deliver better returns than they would do individually.

Does the increasing regulatory pressure on
emissions from diesel vehicles pose a threat to
Northgate’s business model?

We recognise the pressures on our customers to manage their
businesses on a sustainable basis and we work with them to respond to
this. Our fleet is composed entirely of modern vehicles which meet the
highest levels of exhaust emissions standards and our close relationships
with our suppliers ensures that this remains the case. We have increased
the number of electric and hybrid vehicles in the fleet, particularly

in Spain in response to some specific customer requirements. As
regulations evolve, and have an impact on our customers and their
demand for light commercial vehicles, so our vehicle fleet and our rental
propositions will evolve to meet this demand.

o Read about our business model on pages 10 and 11
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Why invest
in Northgate?

THE NORTHGATE EQUITY STORY

PROFITABILITY )
Underlying EPS (p)

49.0

473
I I I :

2014 2015 2016 2017 2018

Although underlying EPS has
declined in recent years, the 351

recovery potential is strong
and EPS will recover as we
grow the fleet.

CASH FLOW ) )

Underlying free cash flow (£m)
99.6

Our underlying operations
are cash generative, giving

us the opportunity to invest

in fleet during periods of 484 4
growth. During periods 32.9 67
of contraction we can sell

vehicles to generate cash. l

2014 2015 2016

\ /
N
FINANCIAL STRENGTH SCALE
Net asset value per share (p) Fleet Size (000)
g7 4047 917 955 931 1903
353.5
Our balance sheet value 0 Our scale enables us to
continues to grow 2933 enjoy greater synergies and
and demonstrates our provide a wider range of
underlying financial services to customers.
strength.
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
\ /

p
SHAREHOLDER RETURNS )

Dividend per share (p)
17.7
We operate a progressive

17.3
16.0
o ) ) 14.5
dividend policy and continue
to grow our dividend within 10
our cover range providing
sustainable returns to
investors.

2014 2015 2016 2017 2018

MARKET

Northgate participates in a growing market which is
underpinned by a structural shift away from ownership
towards rental. Our recently enhanced service and
product offering allows us to penetrate more deeply
into these markets meaning that we are well positioned
for growth.
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> Read about our performance on pages 18 to 33
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Strategic
Report

This section outlines our
strategic objectives. The CEO
and CFO provide commentary
on the Group’s operational
and financial performance in
the year. We explain how we
are performing against our key
performance indicators and set
out the principal risks to the
business as part of an overall
review of our risk management
procedures. Finally, we outline
how the Group is managing

its responsibilities to all of its
stakeholders.
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Marketplace

Our Territories

There are ¢.8 million LCVs in operation across all our markets with annual
revenues in the sector of c.£15bn. Our comprehensive offering ensures
that we have full access to this exciting market opportunity.

We undertake our key activities in three
distinct geographic markets: UK, Spain and
Ireland. We ensure our product offering is
tailored to that particular market’s needs
and leverage our scale, knowledge and
experience to drive business forward.

1.2%
GDP GROWTH IN UK

2.9%
GDP GROWTH IN SPAIN

3.9%
GDP GROWTH IN IRELAND

I

USEFUL LINKS )ﬁ

Read about our performance
on pages 18 to 33

Read about our business model
on pages 10 and 11

Read about our strategy
on pages 12 to 15

Northgateplc.com | stock code: NTG



OUR KEY MARKETS

Flexible rental Overview: Flexible rental is the historical
core of Northgate and is an area where
we remain a market leader with 31% of
total market share. With no contractual
or capital commitment, the market offers
the most operational flexibility for our
customers. Vehicles are usually supplied
fully inclusive of maintenance and other
service enhancements.

Opportunity: This is a growing

market (6% pa) in which the Group is

a market leader. Our competitors are
typically smaller regional operations

and we can leverage our competitive
advantage through our scale and unique
understanding of customer requirements.
We aim to defend and grow our share of
this market.

Read more on how we are gaining share
in our core market on page 14

Overview: Minimum term rentals
require a contractual commitment from
customers to commit to rental for a
minimum period of 12 months. This
product offers customers similar benefits
to vehicle ownership while limiting their
exposure to residual value risk and initial
cash outflow. We offer additional service
enhancements which distinguishes our
offering from our competitors.

Opportunity: Minimum term hire is a
substantially larger market than flexible
rental and estimated growth in the
market is 8% pa. The Group has <0.5%
of the market share; however, our unique
product offering means we are well
placed to capture the significant market
opportunity. We are able to offer a range

of minimum term commitments with
levels of service typically associated with
flexible rental, and we offer additional
service enhancements which distinguishes
our offer from our competitors.

0 Read more on how we are growing our
minimum term offering on page 14

We are also well positioned to take
advantage of the structural shift from
vehicle ownership to rental through

our range of rental services which offer
customers the opportunity to improve
cash flow and remove residual value risk
from their business.

o Read more on how we are converting
vehicles from ownership on page 15

i

Overview: Acquisition of used vehicles
in the secondary market generates
transactions of £5bn in value per year.
End users are typically individual business
owners.

Opportunity: We can access the end
users directly through our national
network of retail sale locations. This
enables us to reduce the overall holding
cost of our vehicles. Our scale and
network enables us to offer customers
the widest range of vehicles and service
in the market.

o Read more on how we are consolidating
the UK LCV market on page 15

SOURCE: based on research conducted by OC&C using data from MSI BVRLA, DFT, SIMI. Market defined as LCVs only.
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Business model

WE LEVERAGE OUR

KEY RESOURCES TO ENABLE OUR KEY ACTIVITIES

Vehicles
* We operate a fleet of ¢.100k vehicles

e We offer a full range of light commercial
vehicle models

Relationships m

Manufacturers supply a key resource for
our business; our close relationships allow 9 i |
us to meet customer demand and drive

business forward
e Employees are at the heart of everything e buy m
we do and enable us to deliver market
leading levels of customer service
Leadership

We have the leadership to mobilise for success
and capitalise on an outstanding market
opportunity.

o Read more in Governance

Technology

We are investing in our systems and processes
to ensure we stay at the forefront of market
developments.

Capital
We work together with our lenders and

investors in order to access funds to grow the
business sustainably.

COMPETITIVE ADVANTAGE

Scale Offering

We operate a fleet of over 100k vehicles across The Northgate Difference:

three countries, leveraging our vast offering to Option of no capital or contractual commitment
ensure we meet customer demands Ease of flexing number of vehicles
Leading levels of service

@ Northgateplc.com | stock code: NTG



( N (¢
AND ENSURE A STRONG WE CREATE SUSTAINABLE
PRODUCT OFFERING RS VALUE FOR OUR STAKEHOLDERS

Flexible rental Customers
Customers hire vehicles when they We aim to help our customers drive their business forward,
We buy need them, for as long as needed: supporting their fleet needs as their business changes. 9
) ) e Customers choose vehicles Investors and lenders i
We negotiate directly eation- o=
and customisation; i . .
with manufacturers and i hicle fleet t ich We provide investors with regular updates enabling them %
¢ Fexvehicle Tieet to matc to make informed investment decisions. We encourage two
ensure that we have a business need- and mec . g =
range of vehicles to suit our ' way communication with analysts, shareholders and lenders i
customers. e Price inclusive of servicing and to ensure that we are allocated capital efficiently at a rate g'
maintenance. which enables us to provide returns to our shareholders and —
- lenders.
To support customers who have Employees
Vehicle rental is our core more certainty over their fleet At Northgate we are proud of the development
business. We seek to requirements: opportunities that we offer our people and we are
maximise value from our o Commitment can start at just conltinually looking to devglop our team members as our
vehicles by maintaining high 12 months: business grows. We do this through offering our employees
levels of utilisation. We have ) opportunity to learn and grow within the business as well

¢ Flexible options within the

> as the opportunity to participate in the success of their hard
contracted period; and

work through our share scheme.

a diverse product offering
to ensure that we can offer
a range of commercial fleet e Price inclusive of servicing and

: : Communities and the environment
solutions. maintenance.

We strive to be a good neighbour and give back to the
Vehicle sales communities in which we operate. Our employees are
supported in championing causes close to their hearts and

e Retail operations in all three ! -
m territories; we encourage them to engage with the communities that
accommodate us.

e Trusted name with high levels of

At the end of a vehicle’s repeat customers; and We_recognise the ne_ed for b_usinr_e_ss t_o respect th_e

rental life we maximise . environment and build sustainability into our business model.
. e Finance and other support

cash returns by selling ackages available Suooliers

vehicles through the optimal P 9 ' PP

disposal channel, we recycle We aim to be a responsible business partner and maintain

this capital to support our close working relationships with our suppliers. This allows

objectives. us to efficiently execute our strategy while having a positive

impact on our suppliers’ business.

AN AN J

o Read more in Corporate social responsibility on page 42

Understanding System

From our beginning in 1981 to the current position as the Investment in our network and systems enhances
UK and Spain’s leading commercial vehicle hire provider, the customer experience and ensures we deliver
Northgate’s history is a testament to our commitment to the best experience for our customers and value for
our clients, customers and shareholders. our stakeholders.

Northgate plc Annual Report and Accounts for the year ended 30 April 2018 0



Strateqy

Strategic opportunities

FLEXIBLE -
DEFEND AND GROW SHARE

Description

e As a core market for Northgate, it is important that we
defend our position and grow our market share

Why this is important

e Flexible rental is the historical core of Northgate
e Our network and people are enabled to capture

growth in this market and win market share
How this will be achieved
e Leading service proposition
e Capitalising on structural market shift towards
rental market

e Agile pricing

o See our strategy in action on pages 14 and 15

MINIMUM TERM HIRE -
GAIN SHARE

Description

e QOur share of the minimum term hire market is low
but there is a significant opportunity to grow in
this space as it is a naturally adjacent market to our
core business

Why this is important

* We can serve this market with limited variations in
our operating model

e There are significant opportunities to cross sell
within our existing customer base

How this will be achieved
e Unique product offering
e Providing greater flexibility than our competitors

ALL SUPPORTED AND MOBILISED BY OUR STRATEGIC PILLARS

Through leadership

Our strong leadership teams in each business will
ensure we can achieve our strategic opportunities. Our
leadership drives cultural change and will therefore help
us to achieve growth.

Through culture

Culture is an integral part of our business and enables
our people to align behind our growth strategy.

Northgateplc.com | stock code: NTG



CONVERSION OF
‘OWNED’ TO TERM HIRE

Description

e A large proportion of vehicle purchases are
financed at the point of sale making minimum term
hire an attractive alternative for customers

Why this is important

e Whole-life costs to customer can be lower
than ownership

e Cultural change means that customers no longer
feel the need to own vehicles outright

How this will be achieved

e Our range of flexibility of rental terms and vehicle
offering can help customers make the switch to
minimum term hire by offering certainty of cash
flows and removing residual value risk

Through systems

Our growth will be supported through our business
infrastructure. In particular, our processes and systems
are being updated to drive our business and our service
offering.

Northgate plc Annual Report and Accounts for the year ended 30 April 2018

CONSOLIDATE THE FRAGMENTED
UK LCV TRADING MARKET

Description

* The used LCV market in the UK is highly fragmented
with a large number of regional competitors

Why this is important

¢ Northgate has an opportunity to leverage scale
through its national Van Monster network

e Qur access to a range of disposal channels allows us to
maximise cash returns on sale of vehicles and ensure
that we can invest in rental fleet

How this will be achieved

e Increase in proportion of disposals through
retail channels

o Read about our KPIs on pages 16 and 17

Through scale

Northgate has a vast service offering and, combined
with a large geographical presence, this ensures we
are well placed to achieve growth. We can leverage
our scale to achieve our growth strategy.
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Strategy In action

a CGAINING SHARE IN OUR CORE MARKET

Entregas a Domicilio

This year we have seen some great examples of our
strategy in action. Our network, scale and renowned
levels of customer service has allowed us to capture
market share from our competitors.

We are also seeing how our complete product
offering presents opportunities for us to grow with
our customers. From an initial contract of 5 flexible
hire vehicles we have been able to demonstrate our
value to this customer, subsequently providing a
further 15 vehicles on flexible hire and 20 vehicles on
a minimum term hire basis.

-DENTH__fI:?HE

ﬁ DOMICILIO

9 CGROWING OUR MINIMUM TERM OFFERING

Wandle Housing Association

Our product flexibility and ability to change vehicles
within a rental term is a key difference which enables
us to make significant progress against our second
strategic growth pillar. Our leading levels of service
and operational delivery have allowed us to rapidly
partner with this customer and provide their entire
fleet and capture future growth.

wandle FULL 47
VEHICLE FLEET

SIGNED ON 3 YEAR DEAL

G Northgateplc.com | stock code: NTG



USEFUL LINKS

° For further information on
strategy see pages 12 and 13

o CCONVERTING VEHICLES FROM OWNERSHIP

Gordon Building Services

With “We Buy, You Rent” customers get a fair
market price for old vehicles and all the benefits
of renting new vehicles. With Gordon Building
Services we acquired their legacy fleet and
converted this to Northgate fleet on a three year
minimum term deal.

qgos
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11 VEHICLES
SWITCHED

TO 3 YEAR TERM DEAL

0 CCONSOLIDATE THE FRAGMENTED UK LCV MARKET

Retail penetration growth

Our vast vehicle disposal network allows us to
efficiently recycle capital within the business. Our
focus on maximising the end of life returns on hire
vehicles is key to the success of our business and we
have seen the percentage of vehicles sold through
our retail channels grow from 36% to 48%.

AVAN M@NSTER

Partof Northgate plc

GROWTH IN VEHICLES SOLD THROUGH
OUR RETAIL CHANNELS FROM

36% TO 48%

Northgate plc Annual Report and Accounts for the year ended 30 April 2018 e



Key performance indicators

DESCRIPTION PERFORMANCE

Underlying PBT was £57.0m (2017 — £75.0m).

Underlying PBT and EPS are key measures Underlying EPS was 34.8p (2017 - 47.3p).

of profitability. They also are key remuneration
metrics. Underlying PBT and EPS are stated
excluding exceptional costs in order to better
compare performance year on year.

ROCE was 7.5% (2017 — 10.5%).

In a capital intensive business ROCE is an important
measure of performance. ROCE measures how
efficiently the Group allocates capital to deliver
returns to our shareholders.

6 Vehicles on hire e Group vehicles on hire was 83,800 (2017 — 80,800)

Growing average vehicles on hire is critical to the
success of our business. Placing vehicles on hire
with customers at profitable rates is a critical driver
of our earnings.

6 Asset management e Group utilisation was 89% (2017 — 89%).

Utilisation needs to be optimised in order to be
operationally efficient but must also be balanced
against the need to have fleet available to meet
customer demand. Utilisation is a measure of
the proportion of available fleet on hire with
customers.

—
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o Staff retention » Group staff turnover was 20% (2017 — 20%).

Attracting, retaining and developing the right
people is key to the successful delivery of our
strategy. Staff turnover is a key measure for
monitoring performance in this area.
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KEY OF PRINCIPAL RISKS N [ USEFUL LINKS )ﬁ

@ Economic environment

@ Market risk

@ Vehicle holding costs

Read about strategy
on pages 12 to 15

Read about our performance
on pages 18 to 33

Legal compliance and the employee environment

@ IT systems
Access to capital

Read about corporate social
responsibility on pages 42 to 45

Read about managing risk
on pages 34 to 41

BUSINESS MODEL LINK

TARGET RISK FACTOR LINK

WE BUY WE RENT WE SELL

Our target is to grow the underlying earnings and PBT @@@

of the Group. The earnings profile in the coming years

will be impacted by changes to depreciation rates. @
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We aim t intain ROCE ab ighted
avgrglgr;c(z)gipczlgital. PONe SHTEETE @@@
000

e Our target is to grow vehicles on hire at profitable
margins in order to maximise sustainable returns @@

to investors.

* We aim to maintain utilisation at current levels
or above. @@@

e We aim to manage staff turnover at current levels
or below.
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Chief Executive’s review

Our opportunity

There are more than 8 million Light
Commercial Vehicles (LCV) on the roads
in Northgate's three territories. These
vehicles are either purchased, rented for
a committed term, or rented for a flexible
period, and LCV transactions generate
total annual revenues of approximately
£15bn. Growth in the LCV minimum term
and flexible rental markets is particularly
strong, driven by three factors:

e Cultural change — customers no longer
feel that they need to own vehicles
outright;

e Cash flow — customers see the
attraction of a low initial deposit
followed by the certainty in ongoing
cash flows that is afforded by
minimum term rental models versus
the high initial cash outlay coupled
with uncertainty about the residual
value associated with outright
purchase; and

e Whole life costs — customers recognise
that third party provision and
management of vehicles results in
lower total costs over the life of the
vehicle than if it is owned.

“We are now further
enhancing our capabilities
and bringing our
competitive advantages to

bear on the market”

Kevin Bradshaw CHIEF EXECUTIVE

We believe strongly that these three
factors are driving a major structural shift
in the LCV market, away from vehicle
ownership, and that this will underpin
continuing strong growth in both the
minimum term and flexible rental sectors
in the coming years.

Our strategy

Rental

The flexible and minimum term rental and
second hand vehicle trading segments in
which Northgate participates represent
around 70% of the total LCV market

by value. Our aim is to build on our
strong market positions and exploit our
relative competitive advantages in these
segments to deliver strong growth and
attractive returns. The strategy is built
around four market objectives:

1. Defend and grow our share of flexible
rental markets;

2. Gain share in minimum term markets;

3. Convert vehicle ownership to minimum
term rental; and

4. Consolidate the fragmented UK used
LCV resale market.

Northgate has a range of competitive
strengths that we are now reinforcing and
deploying to deliver on these strategic
market objectives, including:

e Our strong brand, reputation and
relationships in the LCV market;

¢ The breadth and depth of our
operational experience and expertise;

e Our nationwide network of rental
depots, service workshops and sales
forecourts across all our territories
delivering both national coverage
capability as well as a presence in local
markets;

e Our purchasing scale and
strong relationships with vehicle
manufacturers; and

e Our strong balance sheet and cash
flows and our disciplined approach to
capital deployment.
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We are now further enhancing

our capabilities and bringing these
competitive advantages to bear on

the market, focusing rigorously on
execution in pursuit of the clear growth
opportunities identified.

In the year ended 30 April 2018 we
started to see the first tangible results
from this rental strategy in both our
main markets, with the results to date
described throughout this report.

Management of the vehicle fleet
Following an extensive review of vehicle
economics in all territories, it was
concluded that holding vehicles for longer
periods would improve cash returns,

and this policy was applied during the
fourth quarter. This will extend average
vehicle holding periods by between three
and nine months, unless constrained by
operational factors such as mileage or the
condition of the vehicle.

Implementing this policy will lead initially
to a reduction in vehicle sales, with a
corresponding reduction in replacement
vehicle purchases, so that for the

period over which the fleet is aged, the
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revenue and profits from disposals, net
replacement capex, and net debt levels
will all be lower than they would have
been under the previous policy. There
will be no impact on EBITDA or operating
cash flow.

Over the longer term this strategy will
deliver a more efficient capital base, as
the like for like average net book value of
vehicles in the fleet falls, and this should
support higher ROCE and cash returns.
Depreciation rates will be adjusted
prospectively from 1 May 2018.

USEFUL LINKS
° Read about strategy
on pages 12 to 15

° Read about our marketplace
on pages 8 and 9

140d3Y D1D3LVHLS




Our 2018 Performance
UK

2018 2017 Change
Year ended 30 April (“000) ('000) %
KPI
Average VOH 40.2 41.4 (2.9%)
Closing VOH (organic) 42.2 39.5 +6.9%
Vehicles purchased (incl. acquired) 223 15.4 +44.8%
Vehicles sold 19.8 20.4 (2.9%)
Profit per unit (PPU) £ 384 703 (45.4%)
Closing fleet size (incl. acquired) 52.9 46.4 +14.0%
Average utilisation % (organic) 87% 88% (1 ppt)
Average fleet age at year end (mo.) 21 22 (1 mo.)

2018 2017 Change
Year ended 30 April fm £fm %
PERFORMANCE (underlying)
Revenue — vehicle hire 263.8 272.2 (3.1%)
Revenue — vehicle sales 149.1 144.0 +3.5%
Total revenue 412.9 416.2 (0.8%)
Rental profit 23.0 29.5 (22.2%)
Rental margin % 8.7% 10.9% (2.2 ppt)
Disposals profit 7.6 14.3 (47.0%)
Operating profit 30.6 43.9 (30.3%)
ROCE % 6.4% 9.4% (3.0 ppt)

Rental business

Average VOH in the UK in 2018 declined
by 2.9% compared to 2017, which
resulted in a 3.1% year on year fall in
rental revenue to £263.8 million (2017:
£272.2 million). The year on year VOH
trend improved substantially through
the course of the year, however, from

a decline of 6.5% in the first quarter to
organic growth of 3.2% in the fourth
quarter, and this momentum was
reflected in organic VOH of 42,200 at the
end of the year, 6.9% higher than at the
same time in the previous year.

This turnaround in UK VOH from decline
to growth was driven by the new rental
strategy, extensive senior management
changes, and the self-help actions that
resulted from the strategy, in particular

in marketing and sales. The marketing
function was restructured to focus on lead
generation, and new digital marketing and
telesales capabilities were developed. In
the sales function there was an enhanced
focus on lead conversion and simplification
of customer acquisition processes.

Northgate also made more use of
tactical price flexibility, to compete more
effectively and defend and grow share in
the flexible rental market, resulting in a
return to growth in flexible rental in the
fourth quarter after a period of decline
previously.

In the minimum term market, a
compelling new proposition was
launched in September 2017, built around
Northgate’s main competitive strengths,
and this gained strong traction in the
market through the second half. At

the end of the year minimum term hire
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contracts accounted for around 11%

of total UK VOH, compared to around
1% at the start of the year. The average
term of these contracts is three years,
representing a significant improvement
in the visibility of rental revenue and
earnings.

The more competitive price positioning
and acquisition of new minimum term
contract customers also contributed to
lower margins in the UK, with the rental
margin in 2018 reducing by 2.2 ppts to
8.7%, compared to 10.9% during 2017.

The rental margin was also impacted
negatively by higher vehicle purchase and
other costs which were not passed on to
customers during 2017 and 2018. On

1 May 2018 prices were therefore raised
by 4.8% for UK flexible rental customers,
passing on the cumulative impact of new
vehicle and other cost inflation. Initial
indications from the market are that
competitors’ prices are also increasing,
and there has been no material increase
in Northgate customer churn.

The net impact of the lower average VOH
and lower rental margins was a 22.2%
reduction in UK rental profits to £23.0
million (2017: £29.5 million).

Northgate ended the year with real
momentum in both the flexible and
minimum term rental markets in the UK,
and the strong organic VOH growth
that accelerated through the course

of the year was then reinforced by the
acquisition of 3,400 additional vehicles
around the year end.

Transaction to acquire

additional vehicles

During the fourth quarter a competitor
entered administration and in April
Northgate acquired approximately 3,200
vehicles from certain of the funders to
whom ownership of the vehicles had
reverted. Shortly after the end of the year
a further 200 vehicles net were added.
The total consideration is expected to be
approximately £36 million net, of which
£13 million was incurred before 30 April.

A process was initiated to determine the
optimal commercial solution for each
acquired vehicle, including potential
conversion of the previous competitor’s
customers onto Northgate agreements
and tariffs, or integration of the vehicle
into the existing rental fleet, or sale of
the vehicle. Around 2,000 of the vehicles
acquired are expected to have become
Northgate VOH by the end of the first
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quarter of 2019, with the remainder
either sold or awaiting redeployment into
the rental fleet.

Management of fleet and

vehicle sales

The total UK fleet size increased by 14.0%
to 52,900 vehicles, driven by growth in
closing VOH and the acquisition of 3,200
vehicles at the end of the year. As well as
this acquisition, the increase comprised
19,100 vehicles purchased for the fleet
less approximately 15,800 defleeted
vehicles. The average age of the fleet

at the end of the year was around one
month lower compared to the same time
last year, reflecting the growth in VOH
towards the end of the year.

A total of 19,800 vehicles were sold in
the UK during the year, including third
party vehicles purchased for resale and
sales from stock. Total sales were 3.0%
lower than in the previous year. Sales
through Van Monster channels accounted
for 48% of total sales in the year,
compared to 36% in 2017.
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The average UK PPU on disposals fell by more than 45% in 2018 to £384 (2017: £703).
This reflected the previous policy of selling younger vehicles with higher net book
values, as well as the £136 impact on PPU of the unwind of previous depreciation rate
changes. Primarily as a result of the lower PPU, disposals profit in the UK almost halved
to £7.6 million, from £14.3 million in 2017.

Operating profit and ROCE
The reductions in rental profit and disposals profit both contributed almost

equally to the decrease of £13.3 million in UK operating profit to £30.6 million
(2017: £43.9 million).

ROCE in the UK was 6.4% (2017: 9.4%) reflecting both the fall in operating profit and
the increase in capital employed resulting from the growth in the fleet and the higher
replacement costs incurred under the previous fleet management policy. The new
strategy to age the fleet should reduce the capital employed per vehicle and improve
the efficiency of the capital base.

Capex and cash flow

2018 2017 Change
Year ended 30 April fm £m %
Depreciation (96.8) (90.1) (7.4%)
EBITDA 128.1 134.2 (4.8%)
Net replacement capex (91.0) (89.1) (2.1%)
EBITDA less net replacement capex 37.1 451 (17.7%)
Growth capex (incl. inorganic) (54.1) 22.2 -

EBITDA reduced by 4.8% to £128.1 million (2017: £134.2 million) due to the lower
rental revenue. Total UK operating costs excluding depreciation were flat year on year,
with the lower direct costs resulting from the reduction in average VOH in the year
offset by a small increase in indirect costs.

Net replacement capex in the year was £91.0 million, 2.1% higher than in 2017, mainly
due to new vehicle price inflation.

EBITDA less net replacement capex reduced by 17.7% in 2018 to £37.1 million (2017:
£45.1 million) reflecting the lower EBITDA and higher net replacement capex in the year.
Investment to grow the fleet was £54.1 million, including approximately £13 million
partial cost of the acquired vehicles, compared to disinvestment of £22.2 million in 2017,
when the fleet contracted.
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Spain
2018 2017 Change
Year ended 30 April (‘000) ('000) %
KPI
Average VOH 40.3 36.0 +11.9%
Closing VOH 42.7 37.7 +13.3%
Vehicles purchased 18.9 15.5 +21.9%
Vehicles sold 13.0 12.7 +2.4%
PPU € 871 1,589 (45.2%)
Closing fleet size 48.0 41.8 +14.8%
Average utilisation % 91% 91% -
Average fleet age at year
end (mo.) 19 20 (1 mo.)
2018 2017 Change
Year ended 30 April £m £m %
PERFORMANCE
(underlying)
Revenue — vehicle hire 187.6 163.4 +14.8%
Revenue — vehicle sales 73.5 63.2 +16.3%
Total revenue 261.2 226.7 +15.2%
Rental profit 29.0 25.5 +13.6%
Rental margin % 15.4% 15.6% (0.2 ppt)
Disposals profit 10.0 17.1 (41.6%)
Operating profit 39.0 42.6 (8.6%)
ROCE % 10.0% 14.2% (4.2 ppt)
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Chief Executive’s review
CONTINUED

Rental business

Average VOH in Spain grew by 11.9% in 2018 and this was the major driver of the
14.8% growth in rental revenue to £261.2 million (2017: £226.7 million). The reported
growth in rental revenue benefited from weaker sterling, with rental revenue growing
by 10.0% at constant exchange rates.

Year on year VOH growth accelerated through the course of the year, building from
8.1% in the first quarter up to 14.1% in the fourth quarter, and closing VOH of 42,700
at the end of the year was 13.3% higher than at the same time in the previous year.

Northgate's rapid growth is underpinned by the growth in the Spanish market, driven
by favourable macroeconomic conditions, a thriving service sector, and the structural
shift away from outright vehicle ownership and into minimum term hire in particular.
Northgate's VOH growth is above the market rate of growth, driven by effective
execution of the Group’s strategy.

The step up in the pace of VOH and rental revenue growth was mainly driven by
leveraging Northgate’s leading position in the flexible rental market to push hard into
the minimum term hire market with a range of compelling new propositions. As well
as exploiting opportunities for cross selling created by the Group’s deep relationships
across the LCV market, the strategy includes bundling of minimum term and flexible
products, and this approach gained significant traction with larger customers in
particular. At the end of the year around 23% of VOH were being supplied on
minimum term contracts.

Other factors that contributed to the strong VOH growth included targeting of
fast growing market segments such as refrigerated vehicles for food distribution,
companies participating in Spain’s major infrastructure investment programme, and
electric vehicles for municipal authorities.

The 2018 rental margin was broadly flat at 15.4% (2017: 15.6%) as the operational
leverage of the higher revenue base and improvements in operational efficiency more
than offset the impact of more minimum term customers in the VOH mix and vehicle
price inflation. Vehicle utilisation in the year remained above 91%.

Rental profits in 2018 grew 13.6% to £29.0 million (2017: £25.5 million) driven by the
growth of VOH. Rental profits grew by 8.8% at constant exchange rates.

Management of fleet and vehicle sales

The total fleet size in Spain increased by 14.8% to 48,000 vehicles, driven by the
rapid growth in VOH during the year. This net increase of 6,200 vehicles comprised
18,900 vehicles purchased for the fleet less approximately 12,700 defleeted vehicles.
The average age of the fleet at the end of the year was around one month lower than
at the same time last year, mainly reflecting the strong growth in VOH and resulting
expansion of the fleet during the second half of the year.

A total of 13,000 vehicles were sold in the Spain during the year, 2.4% more than

in the previous year. The average PPU in Spain fell by more than 45% to €871 (2017:
€1,589), reflecting the previous policy of selling increasingly younger vehicles with
higher net book values, as well as the €131 impact on PPU of the unwind of previous
depreciation rate changes. As a result of the lower PPU, disposals profit fell by 41.6%
to £10.0 million (2017: £17.1 million).

Operating profit and ROCE

The growth of rental profit of £3.5m
was more than offset by the £7.1m fall
in disposal profits, with total operating
profit declining by £3.6m (8.6%) to
£39.0m (2017: £42.6m). Profits reported
by the Spanish business benefited from
weaker sterling and operating profit at
constant currency decreased by 12.4%.

ROCE in Spain was 10.0% (2017: 14.2%)
reflecting both the fall in operating profit
and the increase in capital employed that
was driven by the growth and mix of the
fleet.

Capex and cash flow

Year ended 2018 2017  Change
30 April £fm £m %
Depreciation (76.7) (56.0) (36.9%)
EBITDA 115.7 98.6 +17.3%
Net replacement

capex (80.5) (77.3)  (41%)
EBITDA less net

replacement

capex 35.2 21.3 +65.1%
Growth capex (72.0) (20.0) nm

EBITDA increased by 17.3% to £115.7
million (2017: £98.6 million) reflecting
operational leverage resulting from the
growth of the business, with 70% of
the increase in rental revenue in the
year falling straight to EBITDA. Fixed
costs in Spain were slightly higher year
on year, mainly due to the expansion of
some rented depot facilities and higher
marketing costs.

Net replacement capex in Spain in the
year was £80.5 million, 4.1% higher than
in 2017, mainly due to new vehicle price
inflation. EBITDA less net replacement
capex grew by 65.1%, to £35.2 million
(2017: £21.3 million), reflecting the
operational leverage. Growth capex was
£72 million, £52 million higher than in
2017, due to the rapid VOH growth and
expansion of the fleet.
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Ireland
2018 2017 Change
Year ended 30 April (“000) ('000) %
KPI
Average VOH 3.3 3.4 (2.9%)
Closing fleet size 3.8 3.9 (2.6%)
Utilisation % 87% 89% (2 ppt)
2018 2017 Change
Year ended 30 April £m £fm %
PERFORMANCE
Revenue — vehicle hire 20.6 21.5 (4.2%)
Revenue — vehicle sales 7.8 4.0 +93.8%
Total revenue 28.4 25.6 +11.2%
Operating profit 2.5 32 (21.3%)
CASH FLOW
EBITDA 11.0 13.2 (16.8%)
Net capex (13.4) 9.9) (35.5%)

Average VOH in Ireland declined by 2.9% in 2018, reflecting some market uncertainty
towards the end of the year, and a loss of commercial focus by the Company in
reacting to these conditions, reflected in lower utilisation rates. Rental revenue fell by
4.2% to £20.6 million (2017: £21.5 million) and EBITDA declined by 16.8% to £11.0
million (2017: £13.2 million) as a result of the negative operating leverage.

Revenue from vehicle disposals grew strongly to £7.8m (2017: £4.0 million) due to
the defleeting and sale of increasingly younger vehicles. The impact of the increase in
sales volumes in the year was greater than the effect of the reduction in PPU that also
resulted from the sale of younger vehicles.
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Net capex of £13.4 million was 35.5%
higher than in 2017 due to the more
rapid replacement of the fleet, and
EBITDA less total net capex swung from
£3.3 million in 2017 to negative £2.4
million in 2018.
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The Irish business is now being
reintegrated into the UK business, with
the functional heads in Ireland now
reporting to their UK counterparts, and

a plan launched to turn around the
performance of the business, by returning
VOH to growth and addressing a wide
range of operational issues.

Kevin Bradshaw
Chief Executive Officer



Financial review

“In 2018 the Group announced
a new fleet optimisation
strategy. This strategy optimises
the holding periods of all

vehicles across the Group
with a focus on maximising
shareholder returns.”

DAVID TILSTON INTERIM CHIEF FINANCIAL OFFICER

Group summary Group vehicle sales volumes remained
broadly flat, with sales revenue growth

A summary of the Group's financial performance is as follows:
y P P being primarily driven by the 8.0% growth

Vear ended 30 Aoril 2°£18 20£17 Cha”fge Cha”%/e in average proceeds per vehicle, mainly
—ree 2l = £ m °_ due to younger vehicles being sold and the
Revenue 701.7 667.4 34.2 +5.1%  higher proportion of vehicles being sold
Underlying operating profit 68.3 84.6 (16.3) (19.2%)  through retail channels in the UK.
Underlying profit before tax 57.0 75.0 (18.0) (24.0%) Underlying Operating profit
Underlying EPS 34.8p 47.3p (12.5p) (26.4%)  Underlying Group operating profit
Dividend per share 17.7 p 17.3p 0.4p 2.3% reduced_ by 19-2%. to £68-_3 million.
Underlying free cash flow 29.2 44.2 (15.0) (33.9%) Underlying operating profit was

supported by £1.7 million of foreign

. . . ! exchange benefit.
On a statutory basis, Group operating profit was £64.1m (2017: £81.5m) and profit

before tax was £52.7m (2017: £72.2m). The statutory effective tax rate was 18.0%
(2017: 16.0%). Basic earnings per share were 32.4p (2016: 45.7p).

Revenue

Group revenue increased by 5.1% to £701.7m. Revenue grew by 3.4% at constant
exchange rates, reflecting Sterling weakness in 2018 compared to 2017.

Group revenue comprised:

2018 2017 Change Change
Year ended 30 April £m fm £m %
Vehicle hire 471.2 456.1 15.1 3.3%
Vehicle sales 230.5 211.3 19.2 9.1%

Vehicle hire revenue grew to £471.2 million from £456.1 million in 2017, mainly driven
by the 3.7% increase in Group average VOH.
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Underlying Group operating profit comprised:

Total 68.3 84.6 (16.3) (19.3%)

2018 2017 Change Change
Year ended 30 April £m £fm £m % "
Rental profit 52.4 56.7 4.3) (7.5%) §
Disposals profit 19.6 33.0 (13.4) (40.6%) g
Corporate costs 3.7) (5.1) 1.4 27.1% 0
&
(@)
o)
_|

The decline in Group vehicle rental profit reflected the growth in Spain, driven by
strong growth of VOH and stable rental margins, being more than offset by the
decline in the UK due to the decline in average VOH and lower rental margins.

The reduction in Group disposals profits resulted primarily from the higher net book
value per vehicle sold, reflected in previous changes to depreciation rates (-£4.2 million)
and the age profile of vehicles being sold (-£10.0 million). This was slightly offset by the
impact of increased sales volumes (+£1.1 million).

Underlying corporate costs reduced to £3.7 million (2017: £5.1 million).

Depreciation rate changes

The accounting requirements to adjust depreciation rates due to changes in
expectations of future residual values of used vehicles make it more difficult to identify
the underlying profit trends in the business. When a vehicle is acquired it is recognised
as a fixed asset at its cost net of any discount or rebate receivable. The cost is then
depreciated evenly over its rental life, matching its pattern of usage.

. , , USEFUL LINKS
Matching of future market values to net book value on the disposal date requires
significant judgement for the following key reasons: For further information on

1. Used vehicle prices are subject to short term volatility which makes it challenging to strateaysee pages 1210 15

estimate future residual values;

2. The exact disposal age is not known at the point at which rates are set and
therefore the book value at disposal date is not certain; and

3. Mileage and condition are the key factors in influencing the market value of a
vehicle. This can vary significantly through a vehicle’s life depending upon how the
vehicle is used.

Inevitably, a difference arises between the net book value of a vehicle and its market
value at the date of disposal. Where differences arising are within an acceptable range
these are adjusted against depreciation. Where these differences are outside of the
range Northgate changes the depreciation rate estimate to better reflect the pattern of
usage of the vehicle.
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Financial review
CONTINUED

The impact of previous rate changes on 2018 operating profit, and the estimated
impact on future years of the previous changes, is set out below:

Cumulative

impact Year on year impact

Group Group UK and Ireland Spain
Year: fm fm fm fm
30 April 2013 5.3 53 53 -
30 April 2014 4.3 (1.0 (1.0 -
30 April 2015 15.7 1.4 8.4 3.0
30 April 2016 12.0 (3.7) (5.9 2.2
30 April 2017 6.3 (5.7) (4.1) (1.6)
30 April 2018 2.1 4.2) (2.7) (1.5)
30 April 2019* 2.1 (2.1) - (2.1)

In February 2018 the Group announced a new fleet optimisation strategy. This
strategy optimises the holding periods of all vehicles across the Group with a focus on
maximising shareholder returns.

This fleet optimisation strategy will deliver a more efficient capital base for the business
as net book values are allowed to reduce, with more moderate capital expenditure and
funding requirements in the short term supporting targeted increases in ROCE. The
decision to extend holding periods, combined with continued progress in increasing
the volume of disposals through the retail channel, would have resulted in higher
profits on disposal going forward on the basis of the depreciation rates in use before
the change in fleet strategy.

The Board therefore reviewed depreciation rates in line with accounting standards and
in March 2018 made the decision to reduce depreciation rates by 3% in Spain and
Ireland and by 0.5% in the UK, with effect from 1 May 2018. The estimated impact on
future years of these changes is set out below:

Cumulative

impact Year on year impact

Group Group UK & Ireland Spain
Year: £fm £fm fm fm
30 April 2019* 17.4 17.4 4.1 13.3
30 April 2020* 12.0 (5.4) (1.4) (4.0
30 April 2021* 6.6 (5.4) (1.4) (4.0)
30 April 2022* 1.3 (5.3 (1.4) (4.0
30 April 2023* - (1.3) - (1.3)

* These are management estimates based on indicative fleet size and assuming an equalised level of
defleeting in each year.

Interest

Net underlying finance charges for the
year increased by 18.1% to £11.3 million
(2017: £9.6 million) as a result of higher
net debt. The net cash interest charge for
the year was £10.7 million (2017: £9.0
million) as a result of higher borrowings
and a £0.3 million adverse foreign
exchange impact. Non-cash interest was
£0.6 million (2017: £0.6 million).

Underlying profit before tax

Excluding the impact of foreign exchange,
underlying profit before tax was £57.0
million, £18.0 million lower than in 2017
(2017: £75.0 million). Weaker Sterling
during the year increased profit before tax
by £1.5 million compared to the prior year.

Taxation

The Group’s underlying tax charge was
£10.7 million (2017: £12.0million) and the
underlying effective tax rate was 19%
(2017: 16%). The statutory effective tax
rate was 18% (2017: 16%).

Earnings per share

Underlying EPS was 34.8p compared to
47.3p in the prior year. Statutory earnings
per share was 32.4p compared to 45.7p
in the prior year.

Underlying earnings for the purpose of
calculating EPS were £46.4 million (2017:
£63.0 million). The weighted average
number of shares for the purposes of
calculating EPS was 133.2 million, in line
with the prior year.
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Exceptional items

During the year £2.5 million of exceptional net costs were
incurred (2017: £1.5 million) which mainly related to restructuring
costs incurred in the UK as part of the strategic turnaround
initiatives.

Dividend and capital allocation

In December 2017 the Board updated the Group's dividend
policy, such that the underlying basic earnings per share will
cover the total annual dividend within a range of 2.0x to 3.0x.

Subject to approval, the final dividend proposed of 11.6p per
share (2017: 11.6p) will be paid on 21 September 2018 to
shareholders on the register as at close of business on

10 August 2018.

Including the interim dividend paid of 6.1p (2017: 5.7p), the total
dividend relating to the year would be 17.7p (2017: 17.3p). The
dividend is covered 2.0x by underlying earnings, in line with
stated policy.

The Group's objective is to build shareholder value by generating
returns above the cost of capital. Capital will be allocated within
the business in accordance with the framework outlined below,
with the first priority being to allocate capital to support the
Group's growth ambitions:

1. investment for growth;

2. provide regular returns to shareholders;
3. acquisitions; and

4. return of surplus cash

The Group plans to maintain a balance sheet within a target
leverage range of 1.5x to 2.5x net debt to EBITDA, and during
periods of significant growth net debt would be expected to

be towards the higher end of this range. This is consistent with
the Group's objective of maintaining a balance sheet that is
efficient in terms of providing long term returns to shareholders
and safeguards the Group's financial position through economic
cycles.

This policy represents an update to previous leverage guidance
of 1.25x to 1.85x net debt to EBITDA, reflecting the Group’s
current balance sheet position, growth aspirations and banking
restrictions at that time.
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Cash flow
A summary of the Group’s cash is as follows:

2018 2017
Year ended 30 April £m £m
Underlying operational cash generation 240.5 238.3
Net capital expenditure (311.0) (174.1)
Net taxation and interest payments (22.2) (21.2)
Share purchases and refinancing costs (3.3) 0.1
Free cash flow (96.0) 42.9
Dividends (23.4) (21.9)
Net cash (consumed) generated (119.49) 21.0

A total of £486.9 million was invested in new vehicles compared
to £346.3 million in the prior year. The Group's new vehicle
capital expenditure was partially funded by £186.9 million
generated from the sale of used vehicles (2017: £177.0 million).
Other net capital expenditure amounted to £11.0 million (2017:
£4.8 million).

All vehicles required for the Group’s operations are paid for

in cash upfront. The cash flow generation of the Group in

any year is therefore influenced by the capital expenditure to
grow the business or cash generated by adjusting the fleet
size downwards if VOH reduce. If the impact of increasing or
reducing the fleet size in the year is removed from net capital
expenditure, the underlying free cash generation of the Group
was as follows:

2018 2017
Year ended 30 April £m fm
Free cash flow (96.0) 42.9
Add back: Growth capex (125.2) 1.2
Underlying free cash flow 29.2 441
Net debt reconciles as follows:

2018 2017
Year ended 30 April £fm fm
Opening net debt 309.9 309.9
Net cash consumed (generated) 119.4 (21.0)
Other non-cash items (0.8) 0.5
Exchange differences 10.8 20.5
Closing net debt 439.3 309.9
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Financial review
CONTINUED

Free cash outflow was £96.0 million (2017: £42.9 million inflow) after net capital
expenditure of £311.0 million (2017 £174.1 million). If the impact of growth capex in
the year is removed from net capital expenditure in each year, the underlying free cash
flow of the Group was £29.2 million (2017: £44.1 million).

Net cash consumption was £119.4 million (2017: £21.0 million generated). After an
adverse exchange rate impact of £10.8 million (2017: £20.5 million), closing net debt
was £439.3 million (2017: £309.9 million) and gearing was 83% (2017: 61%).

Borrowing facilities

The Group successfully refinanced its core bank facilities in the year, extending the
final maturity date by one year. As at 30 April 2018 the Group had £442 million drawn
against total committed facilities of £568 million, giving headroom of £126 million, as
detailed below:

Facility Drawn Headroom Borrowing

fm fm fm Maturity Cost

UK bank facility 457 343 114 July 2021 2.38%
Loan notes 88 88 - Aug 2022 2.38%
Other loans 23 " 12 Nov 2018 0.94%
568 442 126 2.27%

The overall cost of borrowings at 30 April 2018 is 2.27% (2017: 2.17%).

The margin charged on bank debt is dependent upon the Group’s net debt to EBITDA
ratio, ranging from a minimum of 1.50% to a maximum of 3.00%. The net debt to
EBITDA ratio at 30 April 2018 corresponds to a margin of 2.25% (2017: 1.75%).

Interest rate swap contracts have been taken out which fix a proportion of bank debt
at 2.40% (2017: 2.16%) giving an overall cost of borrowings (gross of cash balances) at
30 April 2018 of 2.28% (2017: 2.16%).

The other loans consist of £10.5m of local borrowings in Spain and £0.5m of
preference shares.

The split of borrowings (gross of cash balances and excluding overdrafts) by currency is
as follows:

2018 2017

fm £fm

Euro 328 256

Sterling 128 76

Borrowings before unamortised arrangement fees 456 332

Unamortised arrangement fees 3) (2)

Borrowings (excluding cash and overdrafts) 453 330
There are three financial covenants under the Group's facilities as follows:

Threshold April 2018 Headroom April 2017

Interest cover 3x 6.22 £34m (EBIT) 9.23x

Loan to value 70% 43% £277m (Net debt) 37%

Debt leverage 2x 1.76x £31m (EBITDA) 1.31x

The covenant restriction on leverage

was increased to 2.75x on refinancing of
facilities in April 2018, to be applied from
the next testing date. Had this applied to
the April 2018 testing date the EBITDA
headroom would have been £91 million.

Balance sheet

Net tangible assets at 30 April 2018 were
£530.3 million (2017: £509.7 million),
equivalent to a net tangible asset value of
398p per share (2017: 383p per share).

Gearing at 30 April 2018 was 82.8%
(2017: 61.0%).

Return on capital employed was 7.5%
(2017: 10.5%).

Treasury

The function of Group Treasury is to
mitigate financial risk, to ensure sufficient
liquidity is available to meet foreseeable
requirements, to secure finance at
minimum cost and to invest cash

assets securely and profitably. Treasury
operations manage the Group’s funding,
liquidity and exposure to interest rate
risks within a framework of policies and
guidelines authorised by the Board of
Directors.

The Group uses derivative financial
instruments for risk management
purposes only. Consistent with Group
policy, Group treasury does not engage in
speculative activity and it is Group policy
to avoid using more complex financial
instruments.

Credit risk

The policy followed in managing credit
risk permits only minimal exposures, with
banks and other institutions meeting
required standards as assessed normally
by reference to major credit agencies.
Group credit exposure for material
deposits is limited to banks which
maintain an A rating. Individual aggregate
credit exposures are also limited
accordingly.
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Liquidity and funding

The Group has sufficient funding facilities to meet its normal
funding requirements in the medium term as discussed above.
Covenants attached to those facilities as outlined above are not
restrictive to the Group's operations.

Capital management

The Group's objective is to maintain a balance sheet structure
that is efficient in terms of providing long term returns to
shareholders and safeguards the Group'’s financial position
through economic cycles.

Operating subsidiaries are financed by a combination of retained
earnings and borrowings.

The Group can choose to adjust its capital structure by varying
the amount of dividends paid to shareholders, by issuing new
shares or by adjusting the level of capital expenditure.

Interest rate management

The Group's bank facilities and other loan agreements
incorporate variable interest rates. The Group seeks to manage
the risks associated with fluctuating interest rates by having in
place a number of financial instruments covering at least 50% of
its borrowings at any time. The proportion of gross borrowings
hedged into fixed rates was 73% at 30 April 2018 (2017: 97%).
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Foreign exchange risk

The Group’s reporting currency is, and 59% of its revenue
is generated in, Sterling (2017: 62%). The Group's principal
currency translation exposure is to the Euro, as the results
of operations, assets and liabilities of its Spanish and Irish
businesses must be translated into Sterling to produce the
Group's consolidated financial statements.

The average and year end exchange rates used to translate the
Group's overseas operations were as follows:

2018 2017
£:€ f.€
Average 1.13 1.18
Year end 1.14 1.18

The Group manages its exposure to currency fluctuations on
retranslation of the balance sheets of those subsidiaries whose
functional currency is in Euros by maintaining a proportion

of its borrowings in the same currency. The exchange
differences arising on these borrowings have been recognised
directly within equity along with the exchange differences on
retranslation of the net assets of the Euro subsidiaries. At

30 April 2018 71% of Euro net assets were hedged against Euro
borrowings (2017: 70%).

Going concern

Having considered the Group's current trading, cash flow
generation and debt maturity including severe but plausible
stress testing scenarios, the Directors have concluded that it
is appropriate to prepare the Group financial statements on a
going concern basis.

David Tilston
Interim Chief Financial Officer
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Financial review

CONTINUED
GAAP Reconciliation
A reconciliation of GAAP to non-GAAP underlying measures is as follows:
Group Group
2018 2017
£000 £000
Profit before tax 52,738 72,222
Add back:
Restructuring costs 2,499 2,189
Certain intangible amortisation 1,767 1,830
Spain tax settlement - (1,235)
Refinancing costs - -
Underlying profit before tax 57,004 75,006
Group Group
2018 2017
£000 £000
Profit for the year 43,232 60,901
Add back:
Restructuring costs 2,499 2,189
Certain intangible amortisation 1,767 1,830
Spain tax settlement - (1,235)
Tax on exceptional items and certain intangible amortisation (1,145) (686)
Underlying profit for the year 46,353 62,999
Weighted average number of Ordinary shares 133,232,518 133,232,518
Underlying basic earnings per share 34.8p 47.3p
Group Group
2018 2017
£000 £000
Operating profit 64,077 81,482
Add back:
Restructuring costs 2,499 2,189
Certain intangible amortisation 1,767 1,830
Spain tax settlement - (896)
Underlying operating profit 68,343 84,605
Add back:
Fleet depreciation 176,600 149,742
Other depreciation 5,585 6,549
Net impairment (380) 131
Loss on disposal of assets 415 199
Intangible amortisation included in operating profit 404 61
EBITDA 250,967 241,287
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UK Spain Ireland Corporate Eliminations Group
2018 2018 2018 2018 2018 2018
£000 £000 £000 £000 £000 £000
Underlying operating profit (loss) 30,571 38,960 2,543 (3.731) - 68,343
Exclude:
Adjustments to depreciation charge in relation to
vehicles sold in the period (7,598) (10,002) (2,010) - - (19,610)
Corporate costs - - - 3,731 - 3,731
Rental profit 22,973 28,958 533 - - 52,464
Divided by: Revenue: hire of vehicles 263,780 187,644 20,623 - (860) 471,187
Rental margin 8.7% 15.4% 2.6% - - 11.1%
UK Spain Ireland Corporate Eliminations Group
2017 2017 2017 2017 2017 2017
£000 £000 £000 £000 £000 £000
Underlying operating profit (loss) 43,886 42,607 3,233 (5,121) - 84,605
Exclude:
Adjustments to depreciation charge in relation to
vehicles sold in the period (14,348) (17,114) (1,545) - (33,007)
Corporate costs - - - 5,121 - 5,121
Rental profit 29,538 25,493 1,688 - - 56,719
Divided by: Revenue: hire of vehicles 272,168 163,419 21,528 - (995) 456,120
Rental margin 10.9% 15.6% 7.8% - - 12.4%
Group Group
2018 2017
£000 £000
Net decrease in cash and cash equivalents (5.507) (327)
Add back:
Receipt of bank loans and other borrowings (113,902) -
Repayments of bank loans and other borrowings - 21,369
Net cash generated (119,409) 21,042
Add back: Dividends paid 23,365 21,875
Free cash flow (96,044) 42,917
Add back: Growth capex 125,145 1,127
Underlying free cash flow 29,101 44,044
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Managing risk

There is a formal governance structure underpinning our approach to risk
management. Key roles and responsibilities within the structure are as follows:

Has overall responsibility for

BOARD 0 risk management; and defines
risk appetite.

Reviews risk appetite;
monitors risk exposure; and

sets objectives and monitors
the activities of Group
Internal Audit. s ~
\. J/ Monitors risk management
approach across the group;
supports the audit commitee
(- ) : = 3
in evaluating risk exposure;
Executes strategic objectives; and liaises with risk owners
manages business performance to monitor approach to new
reviews risk reporting; risks arising across the group.
and takes necessary actions 1)
to reduce risk to an

acceptable level.

Implements risk management at operational level;
identifies, analyses, manages and reports on risk; and
supports internal audit.

Northgateplc.com | stock code: NTG




Identification of risks

The Board and the Group’s management
have responsibility for identifying the
major business risks facing the Group and
for developing systems to mitigate and
manage those risks. The control of key
risks is reviewed by the Board and the
Regional Executive Teams at their monthly
meetings.

The Group risk register comprises risks
identified and owned at the business
unit level by the Regional Executive
Teams. These are given a risk score
and incorporated into the Plc risk
register where the Group Wide impact
and effectiveness of any mitigation is
assessed by internal audit. These risks are
subsequently aligned with the principal
risk register and are categorised as
strategic, financial or operational risks.

The Board oversees the ongoing process
for identifying, evaluating and managing
the significant risks faced by the Group
and that it has been in place for the
year under review and up to the date

of approval of this annual report and
accords with corporate governance
guidance and therefore the Board has
performed a robust assessment of the
principal risks facing the Group.

USEFUL LINKS

Read about strategy
on pages 12 to 15

Read about corporate governance on
pages 53 to 55
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Risk appetite

The Board maintains a focus on effective risk management which cascades all the way
through the organisation. The culture of the organisation ensures that all activities
from day-to-day operations to high level strategic decisions are performed in line with
this approach.

The Board's assessment of our principal risks is based on the perceived impact on our
ability to deliver our strategic objectives and likelihood of occurrence.

The governance of risk is undertaken in the context of the Group’s overall risk appetite.
The Group considers risk appetite to ensure adequate resources are allocated to the
correct risks. During the year the Audit and Risk Committee reviewed the Group’s
updated Group risk register, which subdivides the Group's six principal risks into 20
specific risks. The results were as follows:

Number of
Risk appetite specific risks
Minimal 9
Low 6
Medium 5
High -
Total 20

Principal risks

Recognising that all businesses entail elements of risk, the Board maintains a policy
of continuous identification and review of risks which represent an existential threat
to the business or may cause future Group results to differ materially from expected
results. The table below is an overview of the principal risks faced by the Group, with
corresponding controls and mitigating factors. The specified risks are not intended
to represent an exhaustive list of all potential risks and uncertainties. The risk factors
outlined below should be considered in conjunction with the Group’s system for
managing risk, described above and in the Corporate Governance Report on page 53
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Managing risk

CONTINUED

Principal risks and uncertainties

RISK TYPE BUSINESS MODEL LINK
o Economic environment The economic environment is pervasive

across our business model as changes in
the environment will impact our resources,
offering and activities. However, demand
for our flexible products could also be
higher in periods of uncertainty.

The demand for our products and services could be
affected by a downturn in economic activity in the
countries in which the Group operates. Economic activity
in the territories in which we operate could be adversely
impacted by the UK decision to leave the EU or the
ongoing uncertainty created by the current political
situation in Spain.

e Market risk Competition influences how we create

. ) value for our customers and investors,
The markets in which the Group operates are . either by enhancing our service offering or
fragmented with low barriers to entry meaning that price investing in pricing.
competition is high.

There is a risk that the Group fails to attract and retain
customers based on pricing. This could either be because
of uncompetitive pricing or failing to successfully
communicate the inherent value of our offering.

There is also a risk that demand for our existing products
could materially diminish due to other structural changes
in the market.

o Vehicle holding costs Vehicle holding costs directly impact our

L , key resources and activities.
The profitability of the Group is dependent upon
minimising vehicle holding costs, which are affected
by the pricing levels of new vehicles purchased and the
disposal value of vehicles sold.
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Evaluation is defined as Management’s assessment of whether the risk factor has:
@ Increased @ Decreased Stayed the same since the prior year.

IMPACT BEFORE MITIGATION

The high level of operational gearing in our business
model means that changes in demand can lead to
higher levels of variability in profits.

An adverse change in macroeconomic conditions
could also increase the risk of customer failure and
therefore incidences of bad debts.

I

USEFUL LINKS

Read about our performance
on pages 18 to 33

Read about our business model
on pages 10 and 11

Read about our strategy
on pages 12 to 15

MITIGATION EVALUATION

e

Flexibility is ingrained in the Group'’s business model
and allows any vehicles returned to be placed

with different customers. Alternatively, the Group
can generate cash and reduce debt by reducing
purchases and increasing vehicle disposals.

The Group is not materially exposed to a single
customer sector and no individual customer
contributes more than 5% of total revenue
generated.

The Group’s current hedging arrangements protect
it from material foreign exchange risks.

The impact of the UK's decision to leave the EU
is still uncertain as is the current Spanish political
situation; however, there have been no material
impacts on the Group to date.

If our pricing is perceived to be higher than our
competition for the same level of service, then we
will lose market share or be forced to reduce prices
to remain competitive. Without any adjustment to
the cost base, this will result in lower returns.

Core pricing is based upon target levels of return
with discount authority levels allowing flexibility to
ensure that we remain competitive on pricing.

)

Investment has been made in pricing in the year in
order to generate demand. Focus around margins
will continue into the subsequent year to ensure that
returns are not eroded in the long term.

Investment has continued in marketing to ensure
that the value proposition underpinning pricing is
well communicated and received.

An increase in holding costs, if not recovered
through hire rate increases or other operational
efficiencies, would adversely affect profitability,
shareholder returns and cash generation.

Pricing is negotiated with manufacturers on an
annual basis in advance of purchases being made.
The number and mix of suppliers and model variants
is managed in order to optimise buying terms. The
holding period of vehicles is continuously reviewed
to ensure that disposals are made at the optimal
time in a vehicle’s life cycle thereby ensuring we
recycle capital in the most efficient way.

)

Whilst the Group is exposed to fluctuations in the
used vehicle market, we seek to optimise the sales
route for each vehicle. Should the market experience
a short term decline in residual values, we can age
our existing fleet until the market improves.

CONTINUED OVERLEAF
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Managing risk

CONTINUED

RISK TYPE

OPERATIONAL

G Legal compliance and the employee
environment

Non-compliance with regulations, inadequate

maintenance of our vehicles and a working environment

where individuals do not receive appropriate training and

support could harm relationships with stakeholders.

Failure to attract, develop and retain individuals with the
appropriate skills will inhibit the successful delivery of our
strategy.

BUSINESS MODEL LINK

Material non-compliance with regulations
would affect our relationships with
customers and suppliers.

Our relationship with employees is a key
resource which enables the effective
delivery of our key activities.

OPERATIONAL

e IT systems

IT systems are integral to the operations of the Group.
Failure to appropriately invest in the Group's systems
and in the security and continuity of those systems could
result in a loss of commercial agility, loss or theft of
sensitive data and an inability to effectively carry out the
business activities of the Group.

Systems underpin our competitive
advantage by enabling us to effectively
deliver the business model.

FINANCIAL

e Access to capital

The Group operates a capital intensive business model
and requires sufficient access to capital in order to
maintain and grow the fleet.

As such, an inefficient capital cycle or failure to access
credit represents a significant risk to the delivery of
strategy and continuation of the business.

Capital is one of our key resources and
therefore impacts how efficiently we fund
the business and subsequently deliver
value for our stakeholders.
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Evaluation is defined as Management’s assessment of whether the risk factor has: o Read about our strategy
@ Increased @ Decreased Stayed the same since the prior year.

IMPACT BEFORE MITIGATION

Failure to comply with laws and regulations
would put the reputation of the business at risk,
both in terms of attracting fines and penalties
and maintaining good customer and supplier
relationships.

Failure to invest in our workforce and high levels of
staff turnover will impact upon customer service
and delivery of the Group'’s strategic objectives.

—

USEFUL LINKS

)7

on pages 18 to 33

on pages 10 and 11

on pages 12 to 15

o Read about our performance

° Read about our business model

MITIGATION

Compliance with laws and regulations is ultimately
the responsibility of the Board. Management

of compliance is appropriately delegated to the
relevant business unit leaders. Group Internal Audit
monitors and reports any non-compliance to the
Board.

Salaries are benchmarked against the market

and a range of incentives are provided to attract
and retain staff. Personal development plans and
tailored training are conducted for all employees.
Succession plans are in place for senior positions.

Regular communication and engagement with
everyone across the business is vital to our success.

EVALUATION

e

Failure of existing systems or a lack of investment
in new systems could inhibit the commercial agility
of the business and the efficient continuity of our
operations. Failure of existing systems or a lack

of investment in new systems could inhibit the
commercial agility of the business and the efficient
continuity of our operations.

Incorrectly handling sensitive data or unsuccessfully
defending against malicious cyber-attacks would
cause significant reputational harm and negatively
impact relationships with all stakeholders.

The UK business is currently undertaking a

material systems change and has implemented an
appropriate governance structure to ensure that the
project is successfully delivered.

The Group has an appropriate business continuity
plan in the event of disruption arising from an IT
systems failure.

The appropriate level of investment is made into
ensuring that sensitive data is securely held and is
adequately protected from cyber-attacks or other
breaches.

Failure to maintain or extend access to credit
facilities could impact on the Group’s ability to
deliver its strategic objectives or continue as a going
concern.

The Group’s main facilities mature in 2021

and 2022 and the Group believes that these
facilities provide adequate resources for present
requirements.

The Group reports against covenants on a semi-
annual basis and continually monitors cash flow
forecasts to ensure ongoing covenant compliance
and headroom against facilities. The impact of
access to capital on the viability of the Group is
considered in the viability statement on page 40.
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Viability statement

Assessment of prospects

The Group’s business model and strategy together with

its market position are integral to an understanding of its
prospects, details of which can be found on pages 8 to 15. The
nature of the Group’s activities is long term and the business
model is flexible and can adapt through economic cycles. The
Group's overall strategy has been renewed in the last year

in order to target a wider customer base and provide more
certainty over future revenues. The Group maintains its position
as a market leader in its core market of flexible vehicle hire

and has a distinct competitive advantage in the minimum term
market, which is discussed on pages 8 and 9.

Within the wider market context the Group has focused on
four key strategic opportunities, namely:

e defending and increasing our share of the flexible
rental market;

e gaining market share in minimum term markets;
e converting previous owners to a rental model; and

e consolidating the fragmented retail trading market in
used vehicles.

The Group's prospects are assessed through its strategic
planning process. This process includes an annual review of
the ongoing strategic plan, led by the CEO together with the
involvement of all relevant business functions in all territories.
The Board participates fully in the process through an annual
strategy day and regular Board meetings. Part of the Board's
role is to challenge the plan in order to ensure it is robust
and makes due consideration of the appropriate external
environment.

The latest updates to the strategic plan were finalised in March
2018. As a result of this process, detailed financial forecasts
were prepared for the three year period to 30 April 2021. The
first year of the financial forecast forms the Group’s operating
budget and is subject to reforecast at regular intervals.
Subsequent years are forecast from the first year, based on
historical experience and expected measures within the overall
strategic plan.

The key assumptions in the financial forecasts include:
e Successful execution of the strategic plan; and
e Implementation of the fleet optimisation strategy.

Assessment of viability

The Directors have assessed the viability of the Group over

a three year period to 30 April 2021, taking into account

the Group’s current position and the potential impact of the
principal risks documented in the Strategic Report. Based upon
this assessment the Directors have a reasonable expectation that
the Group will be able to continue in operation and meet its
liabilities as they fall due over the period to 30 April 2021.

The three year period was selected as this represents the
normal holding period of our core vehicle assets and therefore
represents the Group's investment cycle. This period is aligned
to how our business model runs through its cycle, how capital
is employed in the business and, therefore, how returns on
investment are reviewed.

The strategy and associated principal risks underpin the Group’s
three year strategic planning process (the Plan), which is
updated annually. This process takes into account the current
and prospective macroeconomic conditions in the countries in
which we operate and the competitive tension that exists within
the markets that we trade in.

The Plan also encompasses the projected cash flows, dividend
cover and headroom against financial covenants under the
Group's existing facilities. The Plan makes certain assumptions
about the normal level of capital recycling likely to occur

and therefore considers whether additional financing will be
required. Headroom against the Group'’s existing facilities at
30 April 2018 was £126m as detailed on page 30. The facilities
have maturity dates between November 2018 and August 2022,
which exceeds the period under review and provides sufficient
headroom to fund the capital expenditure and working capital
requirements during the planned period.
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As explained in the Strategic Report, part of our core business
provides customers with vehicles on a non-contract basis which
allows them to flex their vehicle requirements as their business
needs change. This is core to the proposition we offer. However,
it does mean that there is less certainty over the future revenue
streams of the Group over a longer period of time. The Directors
have therefore made assumptions on future revenue generation
in the context of current market conditions and prospects of

the Group.

In making this statement, the Directors have considered the
resilience of the Group, taking into account its current position
and the principal risks facing the business. The Plan was stress
tested for severe but reasonable scenarios and the effectiveness
of any mitigating actions that would reasonably be taken. The
Plan was specifically stress tested for reasonable downturns in
vehicles on hire, hire rates, vehicle acquisition costs and residual
values of vehicles. The outcome of this testing satisfied the
Directors with respect to the ongoing liquidity and solvency of the
Group over the period under review. In particular, should there
be a significant downturn in demand for the Group's business,
vehicle utilisation can be maintained through purchasing fewer
vehicles, increasing disposals, or a combination of the two, which
would generate cash and reduce debt.

Northgate plc Annual Report and Accounts for the year ended 30 April 2018
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For further information on
strategy see pages 12 to 15

For further information on
marketplace see pages 8 and 9

For further information on
principal risks see pages 34 to 41
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Corporate social responsibility

Outlined below are details of five key relationships with our stakeholders, the steps we take to engage with them, and the impact
we have which helps us build a responsible and sustainable business.

We strive to do all we can to maintain and deepen these relationships to best serve our customers, provide returns to our
shareholders, and be responsive to changing expectations regarding the role of business in society. We aim to build a responsible
business which has a positive impact on all of our stakeholders and creates value beyond profitability.

0 OUR CUSTOMERS

One of our most significant societal impacts results from the relationships
we have with our customers supporting their businesses in the UK, Spain
and Ireland. We aim to drive business forward by helping customers manage
their fleet in the most efficient way and do this by offering a full range of
vehicle solutions.

We currently support business in the UK, Spain, and Ireland with:

e 73,200 vehicles on fully flexible hire allowing our customers to adapt to
changing demand; and

e 16,000 vehicles on minimum term hires allowing our customers a stable
platform to grow their business.

Across our markets we have a positive impact on the economies in which we
operate, generating economic activity and adding value for our customers.

We value our customers’ feedback and have worked throughout the year to
deliver some great results for our customers.

The following examples highlight this:
UK

We were able to find a flexible vehicle solution that enabled Enserve Group
to achieve cost savings while promoting more eco-friendly driving through
use of our telematics platform with Enserve noting:

“Under Northgate’s flexible rental agreement, vehicles can be handed back
without penalty, making it the perfect solution to the flexible element of
contract work. The way that Northgate has responded to any challenges
thrown at Enserve and maintained the cost savings it delivers to the business
has given us full confidence in their service.”

Spain
Working with Areatrans, we have demonstrated the value of our scale and
agility with the customer noting that:

“Northgate has the unique capability to provide a vehicle in the shortest
possible time, allowing us to respond immediately to our customers.”

Further case studies are available online at
www.northgateplc.es & www.northgatevehiclehire.co.uk
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a OUR INVESTORS

Our investors provide us with the funding we need to meet the capital requirements of the Group. We are listed on the London Stock Exchange and provide
investors with regular updates enabling them to make informed investment decisions. We encourage two way communication with financial analysts,
shareholders and lenders to ensure that we are allocated capital efficiently at a rate which enables us to provide returns to our shareholders.

Our leadership team regularly hold meetings with investors and feedback from them informs strategic discussion at Board level. The Group also held
a capital markets day in October with investors and analysts, to give further insight to our strategic direction and an update on performance between

reporting periods.

o OUR EMPLOYEES

We believe that employee engagement is crucial to the success of our
business model and the delivery of our strategy outlined on pages 12 to

15. We have a positive impact on our employees through creation of high
quality jobs with opportunities for progression. Clear communication
ensures that employee goals are aligned to the Group. Regular training
enables everyone to perform to the best of their ability and progress their
career within the Group. We also offer flexible benefits to our employees in
recognition that each individual has different needs, and those needs may
change over time.

The composition of our workforce at 30 April is as follows:

2018 2017
Male Female Total Male  Female Total
UK 1,288 475 1,763 1,286 495 1,781
Spain 735 388 1,123 668 370 1,038
Ireland 83 31 114 69 28 97
Total 2,106 894 3,000 2,023 893 2,916

The gender split at a senior management level is as follows:

2018 2017
Male Female Male Female
Directors 5 2 4 2
Senior managers 21 5 21 5

Health, safety and working environment

Our approach to health and safety is simple: to ensure that no harm comes
to anyone engaged with Northgate. As employers we believe that we
should mitigate health, safety and environment risks within our control to an
acceptable level.

Our ‘Safe and sound’ programme creates an environment of openness
and awareness, where all colleagues feel empowered to raise concerns
about working practices and conditions. Regular training is provided to
employees, most of which is carried out internally by our Health, Safety &
Environment team.

The Health, Safety & Environment team carried out audit reviews to measure
performance of health, safety and environment management systems at all
locations across the Group during the year and where necessary identified
improvements and monitored compliance against Group policy.

Health and Safety performance across the business is measured using an
Accident Frequency Rate (AFR). This is calculated as the number of lost time
incidents, multiplied by 100,000, divided by the number of hours worked.
These figures were as follows:

2018 2017 2016
UK 0.9 0.8 0.9
Spain 1.9 1.9 2.2
Ireland 0.9 1.0 1.1
Group 1.2 1.2 1.4
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We aim to have as low an AFR as possible. However, due to the unique nature
of our business it is difficult to find a comparator population for AFRs from
which to deduce a meaningful target other than minimisation. AFRs are
monitored against previous performance and if there were to be a significant
decline in performance then a root cause analysis, over and above the
continuous monitoring currently in place, would be performed.

Internal communications

The Group mixes face to face, digital and traditional communications channels
in order to maximise the impact of communication with our employees.
Examples include newsletters, staff conferences and use of Yammer.

Training
We use multiple training platforms for our employees. These include

Leadership and Operations Academies in the UK and the Northgate Campus
online platform in Spain.

Equality and human rights

Northgate is committed to equality and considers applicants without
prejudice judging applications for employment neither by race, nationality,
gender, age, disability, sexual orientation nor political bias.

Our ethical standards are communicated to employees through the Group's
Code of Business Conduct, which covers bribery, competition, conflicts

of interest, inside information, confidentiality, gifts and entertainment,
discrimination, harassment and fair dealing with customers and suppliers.
In addition, the Group’s whistleblowing policy and procedure enables every
employee to have a voice and a means by which they may draw concerns to
our attention.

Information on equality, including our statement of compliance with the
Modern Slavery Act, is contained on our website.

@ Read more at www.northgateplc.com
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Corporate social responsibility
CONTINUED

° OUR SUPPLIERS

Our suppliers provide important inputs to our business model, enabling us
to meet demand and deliver for our customers. We believe that maintaining
strong relationships with our suppliers is mutually beneficial. It allows us to
efficiently execute our strategy and it has a positive impact on our suppliers’
ability to manage cash flow and production. Vehicle pricing is negotiated
on an annual basis and we maintain an active dialogue with suppliers
throughout the year. These relationships provide a competitive advantage
and help us generate sustainable value for our shareholders.

o OUR COMMUNITIES AND THE ENVIRONMENT

We value the communities in which we operate and our aim is that our
business activities have a positive impact on them. In addition to supporting
local business with their fleets we employ 3,000 people across all of our
locations. Further, we continue to champion green technology and initiatives
to protect our environment.
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Communities

As well as being a contributor to the economies in which we operate we
actively encourage our colleagues to engage with charities that are close
to their hearts. All charitable activity is promoted and championed through
ongoing internal communications.

UK and Ireland

In the UK we established a national partnership with Macmillan Cancer
Support and have supported them throughout the year so that they can
continue to change the lives of millions of people affected by cancer.
Throughout the year our people hosted a number of fundraising events
including a Go Mad, Go Green Day and participation in the Worlds Biggest

Coffee Morning.

Spain

Our Spanish business engaged with a number of community and charity
initiatives over the year. This included continued sponsorship of Gavi, a
vaccine alliance, as well as entering into partnerships with local schools in
order to offer scholarships and training opportunities within our business.

The communities we operate in provide the core of our workforce, meaning
that our employees understand the communities where we are present.

Environment

The activities that we undertake also have a wider impact on the
environment. The main measure that we use to assess our environmental
impact is greenhouse gas emissions.

@ Northgateplc.com | stock code: NTG
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Greenhouse gas emissions

This section incorporates the mandatory reporting of greenhouse gas emissions required by the Companies Act 2006 (Strategic Report and
Directors’ Report) Regulations 2013 (the Regulations).

Reporting and baseline year

Our reporting and fiscal years have been aligned, meaning that the information presented covers the period from 1 May 2017 to 30 April 2018
with the year ended 30 April 2014 being the baseline data for subsequent periods.

Consolidation approach and organisational boundary

The emissions data presented has been derived using the operational control approach, required under the Companies Act 2006 (Strategic
Report and Directors’ Reports) Regulations 2013. Each facility under operational control has been included within the figures. Northgate has used
the principles of the GHG Protocol Corporate Accounting and Reporting Standard (revised edition), ISO 14064-1.

Methodology

Defra’s current conversion factors have been used in arriving at the information supplied below. All six greenhouse gases are reported as
appropriate.

Greenhouse gas emissions figures

Tonnes of CO,e  Tonnes of CO,e  Tonnes of CO,e

Greenhouse Gas Emissions Source 2018 2017 2014
Scope 1 — Combustion of fuel and operation of facilities 7,210 6,201 5,980
Scope 2 — Electricity, heat, steam and cooling 3,581 4,766 4,348
Intensity ratio: Tonnes of CO,e per £m of revenue 229 24.5 234

The above data has been verified by an independent, UCAS accredited, third party assessor.

We recognise the need to support our customers in managing a UK and Ireland
sustainable business. We work with our suppliers to make a fleet

available to our customers comprising entirely modern vehicles, Further investment in LED lighting at an additional three locations.

achieving the highest levels of exhaust emission standards. Spain
A number of initiatives have been introduced during the year to An increase in the number of electric and hybrid vehicles on the fleet
reduce our greenhouse gas emissions. These include: contributing towards emissions reductions.

Our dedication to robust environmental principles, policies and
procedures has meant that we have maintained ISO 14001
accreditation in both the UK and Spain.
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CUSTOMER FOCUS

HARSCO RAIL KEEPS ON TRACK WITH
NORTHGATE FLEXIBLE VAN RENTAL
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Harsco Rail is one of the world’s largest
railroad maintenance equipment
companies. Vehicles in Harsco Rail’s fleet
must support and maintain industrial
machinery on-site and get transport
operators to remote work locations.




Harsco Rail operates nationally and requires truly national
support, which Northgate provides with a UK wide network of
branches and wholly owned workshops.

Northgate offers Harsco Rail the flexibility and vehicle reliability it
needs to meet business demands.

—

Governance

This section outlines our
governance structure and
presents developments in Board
and committee activities in the
year. The Chairman provides
an introduction to corporate
governance. We explain the
progress and focus for each
Board committee. This section
also includes the Report of

the Directors and the auditors’
report to the members of
Northgate plc.
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Board of Directors

I

Andrew Page

Kevin Bradshaw

David Tilston*

Bill Spencer

Chairman Chief Executive Officer Interim Chief Senior Independent Director
Financial Officer
JOINED BOARD  December 2014 January 2017 September 2017 June 2016

COMMITTEE Remuneration, Nominations Audit & Risk (Chairman),
MEMBERSHIP . .
(Chairman) Remuneration,
Nominations
ﬁIYDSKILLS O Previously CEO of a FTSE O Experienced CEO — track O Significant cross-sector O International business
EXPERIENCE 250 business record of driving value experience O Former CFO of a FTSE 100
O International business growth O International business company
O Major capital investment O Turnaround of a UK multi- | O Chartered Accountant O Wide multi industry
decisions site vehicle rental business experience
O Chartered Accountant O Strategy development
CURRENT Carpetright — Scientific Digital Ricardo Plc -
POSITIONS Senior Independent Director Imaging Plc — Chairman of Non-Executive Director and
Schroder UK Mid Cap Audit Committee Audit Committee Chairman
Fund plc -
Non-Executive Director
JP Morgan Emerging
Markets Investment Trust
plc — Non-Executive Director
FORMER Restaurant Group Plc - Wyevale Garden Centres — Interim CFO roles at Intertek Group —
POSITIONS Chief Executive Officer CEO CFO

Arena Leisure Plc -
Senior Independent Director

Avis Europe Plc -

UK Managing Director
and Group Chief
Information Officer

Consort Medical Plc,
Mouchel Group Plc,
SThree Plc

Exova Group Plc -

Senior Independent Director
and

Audit Committee Chairman

UK Mail Group Plc -
Non-Executive Director and
Audit Committee Chairman

* Not statutory director during period of interim office.
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Andrew Allner Jill Caseberry Claire Miles Katie Tasker-Wood
Non-executive Director Non-executive Director Non-executive Director Company Secretary
JOINED BOARD  September 2007 December 2012 November 2015 December 2016
COMMITTEE Audit & Risk, Audit & Risk, Remuneration, Secretary to each
MEMBERSHIP . . N .
Remuneration (Chairman), Nominations Committee
Nominations
ﬁIYDSKILLS O Significant Board O Sales O Commercial strategy O International business
EXPERIENCE experience O Marketing O Multi-channel customer O Qualified solicitor
O UK and multinational O General management operations O Risk management
experience O Large scale transformation
O Chartered Accountant
CURRENT G