Business at a glance

We have achieved another strong year of growth across

allthree of our revenue streams. Our audience has grown - with
increases in cross platform visits, minutes spent on our marketplace
and full page advert views - and we have delivered on our capital
return policy.

Financial highlights

Revenue Operating @ Underlying @

rofit operatin
9 (o) p @ Margin prpofitz g @ Margin
+ /0 +1 8 0/ Margin Margin
to£311.4m o 1 9 o
+1Y%

to£203.1m
to£207.2m
2016 2017 2016 2017 2016 2017
£281.6m £311.4m £169.6m £203.1m £171.3m  £207.2m
Basic Cash generated Net external @
EPS fromoperations? debt* @
Leverage®
Leverage®
(o)
+22% +£32.8m -£37.6m
to15.64p pershare to£212.9m to £355.0m
2016 2017 2016 2017 2016 2017
12.67p  15.64p £180.Im £212.9m £392.6m £355.0m

Total dividend Cashreturns to Change from 52-week to

per share shareholders® annual accounting period
Asthe 2017 financial year was five

5 2p +£1 23 7m days longer than the previous year,

e ¢ year-on-year percentages for revenue,

interim1.7p to £128.7m

costs and profits have been adjusted
toreflect like-for-like growth.

plusfinal 3.5p

Read more in our Financial

2016 2017 2016 2017 review on page 26.
1.5p 5.2p £5.0m  £128.7m

Operational highlights

Average monthly Average Revenue Per Number of retailer Advertviews
cross platform Retailer forecourt forecourts advertising per month®?
minutes”® (‘ARPR’) per month?® on Auto Trader®
to 582m to £1,546 to 13,296 to247.4m
(2016: 521m) (2016: £1,384) (2016:13,514) (2016:242.8m)
1 '2017' references the 369 day period ended 31 March 2017 and the 5 LeverageisNetexternaldebtasamultiple of Adjusted underlying EBITDA
comparative ‘2016’ references the 52 week period ended 27 March 2016 (earnings before interest, taxation, depreciation and amortisation,
unless otherwise stated. share-based payments and associated Nl and exceptionalitems).
2 Operating profit before share-based payments and associated national 6 Cashreturnstoshareholders comprise dividends paid and the cost of share
insurance (‘NI')and exceptionalitems. buybacks (excluding transaction costs).
3 Cashgenerated fromoperationsis defined asnet cash generated from 7 Crossplatformminutes measured by comScore.
operating activities, before corporation tax paid. 8 Averagenumberduring the year.
4 Netexternaldebtis gross externalindebtedness, less cashand 9 Company measure of the number of inspections of individual vehicle
cashequivalents. advertisements on the UK marketplace for both physical and virtual stock.
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Ourrevenue streams

Trade

H Our business model page 10
Chief Executive Officer’s statement page12
Financialreview page 26

FORSALE

Revenue fromretailers and home traders advertising

Revenue performance

t0 £262.1 million
(2016: £236.4 million)

Consumer services

Revenue from private sellers who can place an advert
on the marketplace forafee and from our partners
who provide services to consumers.

Revenue performance

+49

to £31.8 million
(2016: £30.3 million)

Display advertising

Revenue from manufacturers and their advertising
agencies who advertise their brand or services

onthe marketplace.

Revenue performance

to £17.5m
(2016: £14.9m)

their vehicles and utilising Auto Trader's products. = .-
Percentage of revenue \
o p
"7 " P

Percentage of revenue

Percentage of revenue
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Market overview

The automotive market today

The UK automotive marketplace continues to grow. Used car volumes
are benefitting from previous new car growth, whichis expected to
decline modestly from the record highs reached in 2017.

new carsregisteredin
the12 months to March 2017

increaseinnew car
registrationsinthe12 months

to March 2017

UK automotive market and macroeconomic conditions

New and used car sales volumes

The number of vehiclesin the UK continues
to grow, fuelled byincreasesin both new car
registrationsand the average scrappage
age. Thenumber of new carsregisteredin
the12 months to March 2017 increased for
afifth consecutive yearto 2.7 million units
(growth of 2.6%) according to the Society
of Motor Manufacturersand Traders
('SMMT')". Sales to fleet customers were
particularly strong, up 6.3% year-on-year,
whilst the number of new carsregistered to
retailindividuals was broadly flat after four
consecutive years of growth, despite the
dipinconsumer confidence following the
Brexitresult.

2017 started strongly witharecordrisein
new carregistrationsinthe first quarter.
Thiswasin partdue toavery strong March
as consumers looked to buy ahead of an
increase invehicle excise duty effective
1April 2017.

Low rate finance and new car desirability
are key drivers to the growth the marketis
experiencing at this time. The continuation

Number of new car registrations

('000s)
3,000

of attractive finance propositions has
underpinned levels of new and used car
transactions. 86% of private new car sales
were purchased using dealership finance,
andthe totalvalue of finance agreements
forusedcars grew 11%inthe12 monthsto
March 20172 High levels of finance uptake
have contributedtoareductioninthe
average length of carownership to 3.2 years
from 3.6 years since 2011,asnew carsare
introduced into the used car market at the
end of finance agreements.

Despite the exceptionally high performing
first quarter of the year,and the continuation
of lowinterestrates, theindustry expects that
new car transactions will begin to plateau or
declinein2017,and new carregistrations were
down by 0.6%year-on-year for the five months
to May 2017'. We expect the strong new car
market performanceinrecentyears will
continue to have a positiveimpact onused car
transactions, building on the 8.2 millionused
carssoldinthe12monthsto March 2017,
whichincreased by 4.9%over the same

period lastyear.

used carssoldinthe12
months to March 2017

growthinfinance agreements
forused carsinthe12 months
to March 20172

UK economy and EU Referendum
considerations

Since Britainvoted to leave the European
Union, consumer spending and service
sector growth have remained steady,
helping the UKeconomy to grow by 0.7%in
Q3and Q4 of 2016. GDP grew by 2.0%in 2016
and similar levels are predicted for 2017.
However, inflation has climbed steadilyin
the pasttwoyears, reaching 2.7%in April 2017
and estimated torise further with the fallin
the pound raising the prices of imported
goodsandraw materials. Interestrates
remain low, with the Bank of England cutting
itsbaserate from 0.5%to 0.25%; this
continued low level of interestrates has
provided consumers with attractive car
finance dealsand supported the strong
new car market.

Whilst we have seen fairly limited impact
todate fromtheresult of the European
Referendum, the UK's decision to leave the
EU does continue to cloud future growth
expectationsasitis not clear whether Britain
will follow a hard or soft Brexit strategy. Turn
to page 33 formore details about theimpact
of the EU Referendum on Auto Trader.

Number of used car transactions

('000s)
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2 FleetandLeasing Association (‘FLA’) data for12 months to March 2017.
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The role of digital platforms
in the car buying journey

Theimportance of trustin

today’s marketplace

Consumersnow approach car buyingin

the same way as most other purchases. This
means a growing dependence ononline tools
and services that offer more transparencyin
theretail process. Transparency creates
trust whichisimportant becauseitdrives
consumer confidence and influences

buying decisions.

Inthe car buyingjourney, transparency on
price alleviates the need to 'haggle’, as car
buyersare wellinformed onwhetherthe
advertised priceis fairandreflects the
market. Thisisinstilled further by our price
‘indicators’ whichinform car buyers as
tohowthe advertised price compares
tothe market price.

Dealerreviews

Reviews by other car buyersalso playan
increasingly influentialrole, influencing over
one third of car purchase decisions?. Similar
to otherretail sectors, reviews left by other
consumers offer buyers more transparency
over the whole process.

Transparent valuations

Inadditionto clearand transparent
information on price, car buyers alsodemand
transparency on otheraspects of the buying
and selling process. Car buyers may want to
know the value of their car if consideringits
sale, either through part-exchangeora
private transaction. Having clearinformation
onthelikely financialreturns for different
selling methods gives sellers more options
and also makes processes easierand helps
to make decisions quicker.

We anticipate that the growingreliance
ononlinetools by carbuyers willincrease
engagement with Auto Trader’s consumer
productsandits marketplacein general.
Auto Trader’s valuations toolis used
422,000 times by consumers each month
and our Part-Exchange Guide is used 117,000
times per month.

3 Auto Trader Research conducted for
Auto Trader’s Click Awards May 2016
by Acacia Avenue.

4 Auto Trader Market Report, March 2017.

5 Auto Trader Market Tracking Study 2017.

Financing a car

With 86% of new cars
boughton financeinthe
12 months to March 20172,
buyersalso want to know
what the depositand
monthly paymentis likely
tobe.55%of recent car
buyers said they worked
out their monthly budget
whenresearching their
nextcar®

Confidence

Theintroduction of our
dealer finance toolon our
full page adverts has
increased engagement

with carbuyersonthe
marketplace. With over

half of car buyers thinking

of the monthly payment
during the research process?,
this product has the ability to extend
the carbuyingjourney beyondresearch
toatransactionalphase.

New cars

28% of buyers are open to purchasinga
new car?® highlighting how undecided
buyersare ontheir next purchase. The
growth of ‘nearly new’ oryounger used
carsalso offers more choice, blurring the
lines betweennew and used and leaving
carbuyers more opentoinfluence. As
aresult, car buyersrely more heavily
ononlinetools to help them make a
purchase decision.

The launch of our new car ‘virtual stock’
enables consumersto see new caroptions
alongside used cars and therefore offer
more choice to carbuyers.

We anticipate that the continued
development of this product will help
position Auto Trader as anew and used
car destination, increasing engagement
with our existing users and also attracting
new audiences who may have not
considered Auto Trader asanew car
marketplace.

Auto Trader Group plc Annual Reportand Financial Statements 2017
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Market overview continued

Driving efficienciesin
today’s complex market

The automotive market, with nearly 11 million car transactions each
year,is complex and often inefficient. We believe that by improving
transparency, we can help remove some of the friction that's currently
feltin the car buying process, which will lead to people changing their cars
more often - awin for consumers, retailers and the industry as a whole.

Through the evolution of our digital platforms and our innovative
data products we continue to make the car buying process easier for
Consumers, Trade and Manufacturers.

Manufacturers

2 2.7m
(o

Trade

New cars sold
viaretailers 23>

22223535

Trade-

TP to-trade 229

Therole we play transactions

New car LL €<
editorial

and reviews

€<¢<<¢<<K<

New cars

Display
advertising
Therole we play

Classified advertising

Finance solutions

Forecourt
management tools

Valuations

Creating a trusted
marketplace

Dealer websites

Retailer brand
advertising

435335

Business

225252577

Directcar sales
to businesses

Fleet
& lease

customers FEXER]

Commercial buyers
of new cars
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4353325935535 5539555%955%%3
2232922355325 3%>>
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Consumers Trade Manufacturers
Owners of the 34 million Retailersinvolvedinthe sale of New cars are deliveredinto
carsinthe UKinvolvedinthe new and used cars to consumers. the market from manufacturers
purchase and sale of both They are also typicallyinvolved into fleetand lease (direct to
new and used cars through inpart-exchanging cars as well businesses) and sold to consumers
the ecosystem. as sourcing and disposing of viaafranchise network.

them, usually at auction.

2225

New carsdirecttoconsumers » » 9 > >

9.4m /\

Used carsales
to consumers ) > ) ) ) cars sold to consumers to-consumer

(new and used) Qactlons
€ € € € € € € € € Part-exchangeofusedcars € € € ¢

Therole we play
New and used
car search listings .‘ @

> > 2>

Vehicle Check
Dealer Reviews
and ratings
Valuations

Price Indicator
Private sales
Motoring services

Motoring advice

& Thissymbolindicates

Auto Trader’s interaction
€ € Usedcarsalestoimmediatecashbuyers € € € € & & with the market. Turn over
to find out more about the
services we offer to each
of these audiences...

a

Third parties
C<<<< making cash

FECCCCCCC<C<C<CK

offersto
consumers
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Market overview continued

How we make the market
simpler and more efficient

Consumers

Consumers buy from trade retailers
orbuyand sellto each other using
an automotive platform such as

Auto Trader, or through other means.
9o4m 3.0m

consumer-
carssold to consumers to-consu_mer
newandused) wajy “Reviews are very helpful,
very insightful; something
lalways look at to get a good
understanding of whatI'm
buying. | know how important
online reputationis and how
muchitlends towards the
credibility of abusiness.”

Car buyer January 2017

Trade retailers buy new cars
directly from manufacturers,
and used cars from auction
houses, other retailers or

directly from the consumer.
used car sales
to consumers

“Part-Exchange Guide allows
. d\ _ customers to get a valuation
RSt fromanindependent, trusted

@ay source, prior to contacting us.

It manages the customer’s
expectations and puts us and
the customer on the same page.”

Shelbourne Motors October 2016

New cars are deliveredinto
the marketinto fleet and lease
(direct to businesses) and sold

ﬁ 2 to consumers via a franchise.
7 m

new car registrations

“The content partnership with
Auto Trader provided a trusted
and credible platform on which
to highlight all the ways in which
the Tipo gives you more for
less on any carjourney.”

Fiat Brand Communications Manager
January 2017
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Therole we play

New and used car search listings
Consumers cansearch fromaround
450,000 used carsand 6,000 new cars
onthe marketplace each month, using
astandard make/modelsearchorvia
discovery searchif theyaren'tsure

of the exact vehicle they want.

Vehicle Check

Afree standard five point vehicle
checkso consumers can quickly
assess the provenance of avehicle.

Dealer Reviews and ratings

Over 5,000retailers featurein over
325,000 reviews, helping consumers
make aninformed and trusted decision
aboutwho they want to buy from.

Classified advertising
Ourcoreclassified platformreachesthe
UK'slargestautomotive audience. Our
product packagesenableretailersto
compete effectively onthe marketplace.
Our ‘starter’ retailer package now
includes productssuchas100images,
Live Chat, Dealer Reviews,and the
Part-Exchange Guide. We offer
progressively higherlevels giving retailers
the opportunity to pay for greater
prominenceandstandoutinasearch.

Finance solutions

After gaining FCA authorisation, we can
now enable retailers to display their
own finance calculatoras standard on
their full page adverts on Auto Trader.

Therole we play

New car editorial and reviews
Make/model pages forallnew cars
improve the buyingjourney, and the
extracontentenhances Auto Trader’s
positioninthe new car market.

H Our business model

page10

Valuations

We provide free vehicle valuations
offering both a private sale price as
wellas apart-exchange price.

Price Indicator

Powered by our valuations, these
good, greator low price indicators give
consumers full price transparency so
they canunderstand the price theyare
paying compared to the market value.

Private sales
Consumers can list their vehicles
forsale directly to other consumers.

Forecourt management tools
Powered by both our own and
third-party data, we offer data
intelligence solutions (i-Controland
Retail Check)enabling retailers to buy
therightstock, attheright price.

Valuations

Animprovementinthe underlying
datathat powers our valuations has
allowedustolaunchspec-adjusted
valuations which power price
indicators consumers see onthe
marketplace. Ourvaluations also
power our part-exchange tool.

Creating a trusted marketplace
Weinvestintechnology and ateam
thatis focused on creating a safe and

New cars

We extended our discovery search
toinclude over 6,000 brand new car
make/modelvariants. These new cars
are unregistered and do not physically
exist,and are called 'virtual stock'.
The change was designed to allow
manufacturers to advertise their
stockin front of buyers earlierin

the carbuyingjourney.

Motoring services

We offer consumersavariety

of services to help them make
aninformed decisionabout the
cartheyare looking to buy, these
include: vehicle check, finance,
andinsurance.

Motoring advice

We feature over 48,000 expertand
ownerreviews, as wellasregularly
updated editorialand advice
articles to help both confidentand
unconfident car buyersin their
carbuyingjourney.

secure marketplace. Weremove
misleading advertsandalso operate
two-factor verification on our
platformsto protect our customers.

Dealer websites

We provide mobile-optimised
websites for our retailers which
feature many of our core tools,
i.e. Part-Exchange Guide, finance
calculatorand Dealer Reviews.

Retailer brand advertising

We offerretailersarange of display
advertising packages so they can
promote their businessaswell as
individual vehicles.

Display advertising

Our platforms enable
manufacturers to promote their
brandsto the largestand most
engaged automotive classified
audience.

Auto Trader Group plc Annual Reportand Financial Statements 2017 09



Ovur business model

Leveraging the scale of our
network to generate value

Inputs

Auto Traderis the UK's
largest digital automotive
marketplace. Our trusted
brand has been built over
the last 40 years through
advancementsin our
technology and products,
coupled with ahighly
skilled digital workforce.

Our
people

Technology

Data

Brand
strength

What we do

We have built a network of highly
engaged consumers searching around
450,000 used carsand 6,000 new car
make/model variants from a diverse
retailer base. Thisis the network effect
model - a self-perpetuating cycle with
each element further fuelling the next.

10 Auto Trader Group plc Annual Reportand Financial Statements 2017
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H Our strategy pagei3

Delivering on our priorities page16

What this means Outputs

We are the most effective As aresult, we continue to improve
platform for consumers, our market position and generate
retailers and manufacturers. greater shareholder value.

Trustin
the market
Brand
This results in more reputation
users, greater spend
and even more data Market
. . position
which ultimately
generates Data & insight
incremental value.
Revenue
Shareholder
returns

Auto Trader Group plc Annual Reportand Financial Statements 2017 1



Chief Executive Officer’s statement

Trust and transparency are
key purchase drivers in today’s
consumer buying journey

We have strived to create greater
transparency and therefore trust
in our marketplace, benefitting
consumers, retailers and
manufacturers alike.”

Trevor Mather
Chief Executive Officer

Auto Trader has built onthe momentum
generatedinits firstyearasalisted
company to deliver a good financial
and operational performance. We have
strived to create greater transparency
andtherefore trustin our marketplace,
benefitting consumers, retailers and
manufacturersalike. Thisin turn continues
toincrease the value we deliver, making
the car buying journeyasimpler, more
enjoyable and trusted process.

Summary of operating performance

We have continued to deliverincreased value
forourretailer customers. Ouraudience has
grown, withincreasesin cross platformvisits,
minutes spentonour marketplace and full
page advertviews, consolidating the position
we hold of having the largest and most
engaged audience, asconsumersincreasingly
interact with contentsuch asretailerreviews,
vehicle videosand new car editorial.

The biggeraudience was accompanied by
greater levels of stock. Although the number
of retailer forecourts was slightly down, this
was predominantly in smallerand non-car
related market segments. The reinforcing
nature of our network effect, when coupled
with our pricinginitiative for the year, saw us
grow Average Revenue Per Retailer ('ARPR’)
by £162to £1,546 (2016: £1,384).

As aresult, we have continued to grow
revenue across all of ourrevenue streams
(Trade, Consumer services and Display
advertising), with growth of 9%'in total.
This growth, combined with further cost
reductions as we continue to focus on
operating asimpler,leanerand more
data-oriented business, resultedinan
increasein Underlying operating profit
of19%to £207.2m. Operating profit was
up18%to £203.1m, representing another
good year for the business.

1 Asthe 2017 financial year was five days longer than
the previousyear, year-on-year percentages for
revenue, costs and profits have been adjusted to
reflect like-for-like growth. Read more in our
Financialreview on page 26.

52017
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Our strategy

H Our business model

Key performanceindicators

We remain focused on delivering our strategy to be the UKand Ireland’s

leading digitalautomotive marketplace and help improve the processes of
buying and selling vehicles for consumers, retailers and manufacturers alike. Our
priorities are regularly reviewed, and in 2017 we focused on six operating priorities
which we felt would help us to achieve our strategic goals, and | am particularly
proud of the progress the Group has made against these priorities.

See page 16 to learn more
about how we are delivering
on our priorities.

/-4

To be the UK and Ireland’s leading digital automotive marketplace

We will simplify our business

and integrate our assets

We will continuously
improve and be brilliant
at everything thatis
atour core

We will build a digital
culture thatis values-driven,
customer focused and
data-oriented

Operating priorities

Increase consumer audience,
advert views and use of
our valuation tools

The network effect model calls for the
largestand most engaged audiencein
order todrive the mostadvertviews
and ultimately sales of retailers’ stock.
Offering useful services that help
consumers to buyand sell easily, like
thevaluation tool,is essential to keep
our marketplace relevant.

(4]

Extend the penetration
of products outside of our
core classified proposition

Leveraging our core business to meet

the wider needs of retailers, helping them
toremove inefficienciesand become
more profitable, whilst providing

Auto Trader with a material source of
futurerevenue growthandacloser
relationship withits customers.

©

Promote trust and fairness
in the marketplace

Atrusted, fairand effective marketplace
iscoretothevalue we deliver to
consumers, retailers and manufacturers,
who expectusasoperatorand
custodian of the marketplace to ensure
all participants benefit.

©

Enhance our relevance
and value to manufacturers

One third of new car buyers state that
Auto Trader would be one of their first
destinations when looking to buyabrand
new car?therefore thereisahuge
opportunity to promote the relevance
and value of our marketplace with
manufacturersand new car buyers alike.

©

Grow ARPRin abalanced,
sustainable way by creating
value for our customers

ARPRis our primary driver of revenue
growth so the more balanced we canbe
(across pricerises, stocklisting growth,
productupselland cross-sell), the more
sustainable ourrevenue willbeinthe
long term.

6]

Operate a simpler,
leaner and more
data-oriented business

Making our processes and procedures
more intuitive and streamlined whilst
harnessing the data from our marketplace
will benefit both our customersand
employees. Creating ahigh-performing,
continuously developing business will
unlock opportunitiesand provide a truly
digitalexperience forall.

page10
page 22

2 Auto Trader Brand Tracking research (January - February 2017), conducted by Acacia Avenue, March 2017.
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Chief Executive Officer’s statement continued

Progress made against our
operating priorities

During the year, our audience has continued
to grow: cross platformyvisits *haveincreased
to55.4million per month (2016: 47.9 million);
minutes spent on our marketplace®have
grown by 12%to a total of 582 million minutes
onaverage per month (2016: 521 million),

and full page advertviewsincreased to

247.4 million per month (2016: 242.8 million

per month).

We continue to embed our valuations with
the trade and consumers alike, witha focus
onbecoming the benchmark for the industry,
and have deliveredrecord numbers of
valuations this year. The number of valuations
conducted by consumersrose by 25%toa
total of 17.1million (2016:13.7 million), being
particularly buoyed by the introduction of
our Part-Exchange Guide product.

2

Over the past 40 years, Auto Trader has
become synonymous with buying and selling
cars. This heritage has allowed usto builda
trusted position which we have leveraged
tobecome anadvocate of transparency,
delivering free consumer valuations,
Part-Exchange Guide, Vehicle Checks,
Dealer Reviews,and most recently, Price
Indicator, which benefits the users of our
entire marketplace.

3

Through delivering increased value to our
customers, we were able to successfully
execute ourannual pricing eventin the

first quarter of the financial year. The added
value of more consumers and more
engagement has been complemented by
anincreasein physical stock onsite, with the
average number of cars growing to ¢.450,000
(2016:¢.437,000) underpinned by good used
car transactionnumbersin the year. We have
seenmarginally lower forecourtsintheyear,
down 2%t013,296 (2016:13,514), with fewer
non-carandsmallindependent forecourts,
offset partly by growthin franchise
forecourts. Together with the gains made
onour product lever both withinand outside
of our core classified packages, this enabled
us to grow ARPR by £162 to £1,546.

growthinadvertviews

ARPR per month, up £162 (2016: £1,384)

4

We have improved the number of managing
forecourtstoc.2,500(2016: ¢.1,900) and
moved more customers up the selling
package staircase. However, as expected,
retailing solutions revenue declined as
aresult of discontinuedrevenue from
pay-per-click (‘PPC’) and search engine
optimisation (‘'SEQ’) products, as wellas
the re-platforming of our buying portal

and website templates.

5

We have continued to grow our relevance to
manufacturers, reflectedin higher Display
advertising revenue in the year, with growth
of 16%(2016: 23%) in spite of uncertainty in the
lead up to the EU Referendum. We continue
tobelieve thereisasignificant opportunity
indisplay as we foresee further shift by
manufacturers from traditional marketing
channels todigitalchannels,inline with

the trends seenin other retail sectors. Our
priorityis tobecome known to consumers,
manufacturersand agencies as a destination
fornew cars,and we have takenasignificant
step towards thisin 2017 with the addition

of over 6,000 brand new cars to our
marketplace, which we call 'virtual stock'.

6

Over the year, we have operatedinalean
and agile way and seen continued benefits
from the consolidation into two offices.
Despite continued investmentin new
products, developersand front-line sales
people, we expect to maintain our current
headcount,and becomeincreasingly more
data-oriented, reaching ever higher levels
of performance.
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Driving a more transparent

and trusted marketplace

Consumers spendaround1ihours*
researching their next caronline, visiting on
average 2.2dealerships®before they make
their purchase. They buy cars now as they
doany other consumer goods, demanding
transparency, ease and trustin the seller.
If sellers, in our case automotive retailers,
don't offeratransparent, easy and
trustworthy experience, aconsumer may
goelsewhere.

With thisin mind, and to encourage retailers
to operateinamore transparentand trusted
manner, we took the decision torestructure
our packages so that they now include
products that will allow them to compete
more effectively onthe marketplace. Our
new ‘starter’ package includes products
suchas: Dealer Reviews, Part-Exchange
Guide, 100 Images and Live Chat - all tools
that we see as abasicrequirementfora
retailer to compete effectivelyintoday’s
digital marketplace. We have five levelsin
total, which progressively increase up to
‘Advanced’ and ‘Premium’, giving retailers
the opportunity to pay more for greater
prominence and stand out when consumers
search forcarsonadesktop. Greater
prominence and appearing higherinthe
searchresultsincreasesaretailer’s ability to
sellacar, faster, thereforeincreasing profit.

Creating price transparency
Ourmostrecentlaunch, Price Indicator,
directly addresses how retailers can provide
agreater level of transparencyin their pricing
toconsumers, asitlabels their stock with
a’'good price’, ‘great price’ or ‘priced low’
indicator. Theseindicators are powered by
our valuations algorithm which has been
developedtoincorporate features such as
live market movements, specifications and
optional extras. The marketis constantly
changing - there are over12,000 price
changesevery day on Auto Traderand nearly
20,000 carsare added orremoved - sorather
than prescribe a definitive price position,

we advise retailers to price to the market so
theyare more likely to see anindicator on
theiradvert.

3 Monthly visitsand monthly minutes
as measured by comScore.

4 Auto Trader Car Buyer Report, conducted
by Gfk,May 2016.

5 Auto Trader Market Tracking Study 2017.



Strategicreport / Governance / Financialstatements

Promoting finance solutions
forourretailers

Since gaining FCA authorisation, which
enables us toshow the monthly borrowing
cost of aspecific vehicle based onaretailer’'s
preferred lender, over1,300 retailers are
benefitting from our finance product, initially
onafree of charge basis. Finance is akey
revenue stream for our customers, with over
86% of new cars sold on finance and growth
of 11%in the total value of finance agreements
forusedcarsintheyearé sothisisavaluable
proposition forretailers. Itisalso anadded
benefit for consumers as they willbe able to
work out how to finance a specific car with
the vehicle retailer rather than seeking
finance elsewhere.

Stocking and pricing to the market
Inadditionto driving trust and transparency
inthe marketplace, we advocate the power
of using data to stockand price vehicles
correctly. Atyear end, approximately 2,500
retailer forecourts (2016: ¢.1,900), listing

34% of trade stock, were using our data
intelligence Managing products, i-Control or
Retail Check. These products allow retailers
to utilise datathatisrelevant tothemto help
them buy the most desirable stock, at the
right price, so they can optimise stock turn
and therefore profit - helping them do
business more efficiently.

Generating value for manufacturers
When looking to buy a new car, Auto Trader
isspontaneously front of mind for almost
aquarter of consumers. Coupled withan
increase of over 6,000 brand new ‘virtual
stock’ cars onto our marketplace, this has
increased sales leads and amplified the value
we now offer to manufacturers and their
networks. We have also continued to build
key relationships with manufacturers and
theirmediaagencies and we are working
with them to leverage our dataandinsight
totarget buyersattherighttimein their
carbuyingjourney.

Acquisition of Motor Trade Delivery

In April 2017, we acquired Motor Trade
Delivery Limited (‘MTD’),an online real-time
marketplace for the trade delivery of vehicles
across the UK, and welcomedits nine
employees to the Group. Thisacquisitionis
anextension of our overall strategy of using
digitaltechnology toimprove efficiencies
forourretailer customers.

6 TheFinance & Leasing Association data
for the 12 months to March 2017.
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Culture and people

As part of the Group’s digital culture,
incorporating an agile and lean working
ethos, we have continued to find ways of
operating more efficiently whilst ensuring
thatteams are truly data-oriented. We
therefore took the decision to assign
every teamtheir own dedicated data
analyst,embedding data practices fully
across the organisation.

The Group's most valuable resourceis our
employees, and the success of the Group
istotheir credit. Andit's having a truly
diverse employee base that allows for
amorerounded, creative andinnovative
organisation. We respectand appreciate
diversity and have made a conscious effort
to educate and challenge attitudes. Every
one of ouremployees has participatedina
one-day workshop focusing on creating
commonunderstanding of the concepts as
wellas exploring their unconscious biases.
We have created networks for women, those
with families as wellas commoninterest
groups, to ensure employees feel supported
by anetwork of like-mindedindividuals. Itis
ourambition to become one of the most
diverse andinclusive employersin the UK.

price changes every day on Auto Trader

cars are added orremoved daily

retailer forecourts currently use our
data-driven Managing products, i-Control
or Retail Check (2016:1,900)

Outlook for 2018

Afteranumber of years of near uninterrupted
growth, the industry expects new car
registrations to plateau or decline in calendar
2017, but anticipates greater used car
transaction volumes as past observations
suggest thattherecentstrong growthinnew
car sales will continue to stimulate demand
forused cars.

Retailer forecourt numbersare set to be flat
tomarginally down, with overall stock levels
expected tocontinue to grow. ARPR
improvementis expected toreturnto 2016
growth levels at orabove £130 per month,
with the majority of growth from the product
lever. Thisreflects the recent bundling of
productsinto our new selling package levels
as wellasupselling of the new Advanced and
Premium levels. MTD willbe reportedasa
component of Trade revenue, but outside of
Retailerrevenue, and therefore will not
impact ARPR.

Consumer services revenue momentum s
expected toremain at low single digit, whilst
Display advertising growth (to be renamed
Manufacturer & Agency)is expected to
slow slightly fromrecent levels but remain
double digit.

Costs, takingintoaccount MTD and
share-based payments, are expected to
increase at the rate of mid single digit with
headcountremaining flat and salary inflation
settoriseinanincreasingly competitive
market. Spend on marketing as a percentage
of revenueis expected to remain broadly
constant, with slightly higher overheads
being offset by further, albeit smaller, savings
indepreciationand amortisation.

Operating profit willreplace Underlying
operating profitas our key performance
measure from financial year 2018, with
operating margins set torise further.

The Boardis confident of deliveringits
growth expectationsinthe comingyear,
despite wider economic uncertainly fuelled
by the result of last year’'s EU Referendum.
We believe our strong market position, and
continued ability to add value to consumers,
retailersand manufacturers will position us
wellto deliver growth.

Trevor Mather
Chief Executive Officer
8 June 2017
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Delivering on our priorities

Industry challenge

/6%

of car buyers claim that
transparent pricing

of carsis the most
important thing to them'.

Consistently
delivering on our
priorities

A clear focus on our six operating priorities
allows us to monitor our strategic progress and

deliverresults, consolidating our position at the
forefront of the UK automotive marketplace.

|ncre ase consumer Progress during the last year:
aydlence, advert 589m

VIeWS and Use Of Our cross platform minutes each month.
valuations tools

We continue to operate the UK's largest
digitalautomotive marketplace withan

2%

increaseinadvertviewsyear-on-year.

average of 582 million cross platform
minutes and 55 million cross platform visits
per month, viewing an average of 247 million
full page advertviews permonth and
conducting over 17 million valuations as
consumers seek tounderstand the private
sale or part-exchange value for their cars.

1/m

consumer valuations conducted
onsite overtheyear.

—

Video car adverts

New ways to view stock

Video adverts help reassure car buyers that they
are buying avehicle fromareputable and trusted
retailer. It'sanother vital way retailers can deliver
transparency with car buyers that builds trust.

1 Auto Trader
September 2016 Market Report.
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©

Promote trust and fairness
in the marketplace

Asanindustry that has alow perception of trust with consumers,
it'sessential that the industry works together to drive greater
levels of transparency and therefore trust. If growth of
transparencyis adoptedindustry-wide, it willremove some of
the friction that's currently feltin the car buying process and lead
to people changing their cars more often.

Progress during the last year:

Forced removal of misleading adverts that
deliberately misinform consumers.

We implemented an extra layer of security with
two-factor verification on our dealer portalaccounts.

We launched Dealer Reviews for our retailer customers, as wellas
forming partnerships with major review platform providers, to
enable them to show alevel of trust to car buyers.

We continued to harmonise retailer pricing structures and created
new packages for financial year 2018. The new packages, including
the ‘starter’ package, provide retailers with products thatallow
them to convey trustand transparency with consumers, i.e. 100
Images, Dealer Reviews, Live Chat, and Part-Exchange Guide.

X Volkswagen E-Golf 5-Door

‘ Volkswa
]

B . 2014 (64 reg)
N - 35,000 miles t
swagen Golf 1.4 GTE

-
‘ Volkswag~

Price Indicator

Creating price transparency

Powered by our valuations algorithm, we launched ‘good’,
‘great’ and ‘low’ price indicators onto the marketplace so
consumers get transparency in the pricing of cars.

AutoTrader Group pleAnnlalReport and Financial Statements 2017
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Delivering on our priorities continued

©

Grow ARPRiIna
balanced, sustainable
way by creating value
for our customers

We continually innovate to develop new and
enhance existing products and services for
consumers, retailers and manufacturers to ensure
we are always delivering value. We've made
significant stridesinimproving our valuations data,
which has allowed us to provide adjusted valuations
based onspec,something that therest of the
industry has struggled to achieve. We have also
enhanced our Dealer Portal with new functionality
thatallows group reporting, enabling self-serve

of adealer group’s performance dashboard, and
anew look stockmanagementdashboard, so
retailers canassess levels of response and adjust
theiradvertising and pricing accordingly.

Progress during the last year:

Physical car stock onsite hasincreased
year-on-year by 3%.

Portalis now utilised by around 87%
of ourretailer customers.

We'veincreased prices toreflect the value we
deliver to our customers, adding more products
as standardinto our packages.

We migrated all of our customers onto anew
monthly billing system, Singleview, helping us
toimprove our customer service as wellas our
effectivenesstocrosssell products.

Increased car stock on our marketplace
("000s) (%)

460 20

440

Hello Paul. Yesterday, your P &
Renault Captur was your 3 S, PSR ST
most popular vehicle,

5
. ||‘ |||.|||||. .n|||u...||. |
I T

2015 2016 2017

+1,064% 109 330
© Year-on-year growth rate in that month -
@ 12 month rolling total

Your oldest stock on Auto Trader
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i-Control
We have continued to

of ourdataintelligence

Retail Check. Users of
these tools will now
exclusively be able to
seeadjusted guide
price valuations based
onadding spec.

Extend the penetration
of products outside

of our core classified
proposition

We have removed sales commissions from our
salesandserviceteamsandimplemented anew
‘challenger’ salesapproach. This ensures our
teams are equipped to provide strategic business
consultancyandare therefore more able to
articulate value in products that sit outside of our
core classified offering. We have also continued to
develop products outside of our core, for example
products thatallow retailers to manage and market
theirbusinesses more effectively.

Progress during the last year:

We have increased penetration of products outside
of our core selling proposition, growing usage of our
Managing products,i-Controland Retail Check.

We gained FCA authorisation allowing us to show
aretailer'sown finance deals on theiradvertson
Auto Trader.

Launched new website templatesin order for us
tocompete more effectively.

Launched anew retailer brand advertising
proposition.

retailer forecourts using our data-driven Managing
products,i-Control or Retail Check

Auto Trader Group plc Annual Reportand Financial Statements 2017
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Delivering on our priorities continued

Enhance our relevance

and value to manufacturers

Auto Traderis spontaneously top of mind for almosta quarter of
consumers when looking to buy anew car? Coupled with anincrease

of over 6,000 brand new make/model variants onto
thishasincreasedthe salesleads and amplified the

tomanufacturers and their networks. We have also continued to build
key relationships with manufacturers and their media agencies and are
working with themto leverage our dataandinsight to target buyers at

therighttimeintheircarbuyingjourney.

Progress during the last year:

Updated over 300 new car make/model Developed our cross platformaudience
pages, enabling consumers to make an targeting, beginning toembed our data
enquiry withalocalretailer. management platform, helping us to

targetaudiences more effectively.

our marketplace,
value we now offer

Continued to develop new advertising

and creative formats so manufacturers Increased Display advertising revenue
and theirretailer networks canreach new frommanufacturers and their media
carbuyersattherighttime, ontheright agencies by 16%.

channelwith theright message.

Thisyear we extended our discovery search
with the addition of over 6,000 brand new,
make/model variants to our marketplace,
what we have called ‘virtual stock'.

/3

of new car buyers state that Auto Trader
would be one of their first destinations when
looking tobuy abrand new car?.

2 Auto Trader Brand Tracking Data from
Acacia Avenue (January - February 2017).
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Operate a simpler,
leaner and more
data-oriented
business

As part of the Group's digital culture, incorporating
anagile and lean working ethos, we have continued
to find ways of operating more efficiently whilst
ensuring thatteams are truly data-driven, resulting
inevery team being assigned their own dedicated
dataanalyst.

Inabidtooperate asimpler and more efficient
business, we have migrated all our13,000 retailer
forecourts onto anew billing system enabling our
sales teams to manage and monitor product
penetration as wellas customer value.

Data-driven
product development

Progress during the last year:

00%

migration of retailer forecourts onto new billing
system, Singleview

Developed the "Auto Trader Way” methodology to
standardise the approach to product development,
placing dataat the heart of everything we do.

Auto Trader Group plc Annual Reportand Financial Statements 2017
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Key performance indicators

Financial performance KPIs

We use the metrics below to track our financial performance.

Revenue

£m

Underlying operating

profit
£m

+19%

Underlying operating
profit margin
%

2015 2016 2017

2015 2016 2017

2015 2016 2017

Operating priorities

00000

Operating priorities

0000060

Operating priorities

0000060

Definition

The Group generatesrevenue from three
different streams: Trade, Consumer
servicesand Display advertising. Trade
is furtheranalysedinto three classes:
Retailer, Home Trader And Other.

Progress

Revenueincreased by 9%, coming from
a9%increasein Traderevenue,aswellas
growth of 4%in Consumer services and16%
in Display advertising revenue. Refer to
the Financialreview for further detail on
eachrevenue stream.

Definition

Underlying operating profitis Operating
profitbefore managementincentive plans,
share-based payments and associated NI,
exceptionalitemsandimpairments.

Progress

Underlying operating profitincreased by
19%, reflecting the Group’s revenue growth
and well managed costs.

Definition

Underlying operating profit margin
isUnderlying operating profitasa
percentage of revenue.

Progress

The Group's focus on operating efficiency
and costcontrolresultedina 6 percentage
pointincreasein Underlying operating
profitmarginto 67%.

Risks

00000

Risks

0000060

Risks

000000

As the 2017 financial year was five days longer than the previous year, year-on-year percentages for revenue, costs and profits have been adjusted
toreflectlike-for-like growth. Read more in our Financial review on page 26.
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Basic EPS

pence pershare

Cash generated from
operations

£m

2015 2016 2017

2015 2016 2017

Operating priorities

0000060

Operating priorities

000

Definition

Basic earnings per shareis defined as
profit for the year attributable to equity
holders of the parent divided by the
weighted average number of ordinary
sharesinissue during the year.

Progress

Basic EPS growthis areflection of the
Group's strong operational leverage
aided by asmalltailwind from the share
buy-back programme implementedin
thisfinancialyear.

Definition

Cash generated from operations as
reportedinthe consolidated statement
of cash flows on page 83. Thisis defined
as cash generated from operating
activities, before corporation tax paid.
Thisis considered to be amore meaningful
measure of performance than the
statutory measure of cash generated
from operating activities which canbe
distorted by changesin funding structure
andthetime lag thatappliestothe
payment of corporation tax.

Progress

Cash generated from operationsincreased
to £212.9mintheyear, giving growth of
£32.8m. Thisdemonstrated a high level of
profitbeing convertedinto cash, which
was largely returned to shareholders.

Risks

0000060

Risks

0000

Operating priorities relevant to our KPIs
@ 'ncrease consumer audience, advert
views and use of our valuationtools

@ Promote trustand fairness
inthe marketplace

© GrowARPRinabalanced, sustainable
way by creating value for our customers

o Extend the penetration of products
outside of our core classified proposition

© Enhanceourrelevance andvalue
tomanufacturers

@ Operateasimpler, leanerand more
data-oriented business

&Y Readmore onpage13.

Risks relevant to our KPIs

@ Economy, marketandbusiness
environment

© Increased competition

© Brand

@ New ordisruptive technologies and
changing consumer behaviours

© 'Tsystems
@ Employeeretention

&Y Read more on pages 33 to 35.
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Key performance indicators continued

Operating KPIs

We use the metrics below to track our operational performance.

Advert views

Average number per month (millions)

+2%

Number of retailer
forecourts

Average number permonth

-2%

Average Revenue Per
Retailer ('ARPR’)

£permonth

2015 2016 2017

e e 2

2015 2016 2017

2015 2016 2017

Operating priorities

0 0.0

Operating priorities

000600

Operating priorities

00060

Definition

Advertviews are click-throughs from
initial searchresult pagestoseethe

more detailed specification of the vehicle.
Research has shownthatahigherlevel

of advertviews correlates withahigher
number of retailer sales.

Progress

2% growthinadvertviews was steady
asour market leading position was
consolidated. A proportion of advert
view growth was cannibalised by growth
invaluations, as consumers no longer
needto go throughasearchtogetan
indicative value for their vehicle. Inthe
yearwe delivered 3.0 billion of these
virtualinspections, whichmeans there
was an average of 94 vehicles per second
beingviewed throughanadvertview.

Definition

The average number of retailer forecourts
per month that are advertising vehicles on
the Auto Trader marketplace over the
financial year.

Progress

The marginaldeclinein forecourts was
theresultof lossesinnon-carchannels
andaslightdeclineinsmallindependent
customers, marginally offset by growth
infranchise forecourts. Theindependent
decline appearstobe attributable to
continued consolidationinthe total
number of UK forecourtsandthe
challenges faced by the fast moving nature
of digital'sroleinthe car buying process.
Declineinthefirsthalfimpactedrunrate
into the second half of the year.

Definition

Average Revenue Per Retailer ('ARPR’) is
the average monthly revenue generated
fromretailer forecourts divided by the
average monthly number of retailer
forecourts.

Progress

Inthe year we continued to deliver
greater levels of value to our customers,
withincreased levels of audience and
higher levels of engagement per visit.
Thisvalue underpinnedthe three levers
of ARPR, price, stockand product (where
we consolidated upselland cross-sell).
Ourannual pricing event saw greater
levels of product uptake and higher
numbers of listings, aided by a good
market tailwind.

Risks

006000

Risks

000006

Risks

00600
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Cross platform minutes
Monthly average minutes spentacross all
our platforms (millions)

Number of full-time
equivalent employees
(‘FTEs’)

Average number (including contractors)

2015 2016 2017

2015 2016 2017

Operating priorities

0000

Operating priorities

(6]

Definition
Monthly average minutes spentacrossall
our platforms, as defined by comScore.

Inthe previous year,we reported our
share of cross platform minutes against
adefined competitor set. However, due
tochangesincomScore’s methodology,
andinconsistencies between the way that
competitor websites are configured, this
measureisnolonger consideredto be
reliable and so has beenreplaced with
ameasure of our own total cross

platform minutes.

Progress

Cross platform minutes growth, as
measured by comScore, was reflective
of anincreasingly engaged audience.
Engagement was seen notjustinour
core classified listings but also with our
valuation products and Dealer Reviews,
both key components of our drive for
greater levels of trustand transparency
inthe marketplace.

Definition

Full-time equivalentemployees are
measured on the basis of the number

of hours worked by full-time employees,
with part-time employeesincluded on
apro-ratabasis.

Number of FTEs (whichincludes
contractors)isreportedinternally each
calendarmonth, with the full-year number
being generated froman average of those
12 time periods.

Progress

People areanessentialassetand
attracting, retaining and developing that
talentis at the core of our operational
thinking. Thereisalso aninternal
commitmenttooperateinaleanand
agile environment which has driven
efficiencies over the last year, resulting
ina4%reductioninFTEs.

Risks

006006

Risks

0 0.0

Operating priorities relevant to our KPIs
@ Increase consumeraudience, advert
views and use of our valuationtools

@ Promote trustand fairness
inthe marketplace

© GrowARPRinabalanced, sustainable
way by creating value for our customers

o Extend the penetration of products
outside of our core classified proposition

© Enhanceourrelevance andvalue
tomanufacturers

@ Operateasimpler, leanerand more
data-oriented business

&Y Readmore onpage13.

Risks relevant to our KPIs

@ Etconomy, marketandbusiness
environment

@ Increased competition

© Brand

o New or disruptive technologies and
changing consumer behaviours

© 'Tsystems
0 Employee retention

&Y Read more on pages 33 to 35.
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Financial review

We have delivered on our guidance to
reduce leverage, grow dividends and
return excess cash to shareholders

In 2017, we returned £128.7min
cash to shareholders, as well as
reducing gross debt by £40m.”

Sean Glithero
Chief Financial Officer

Revenue

In 2017, we saw another year of strong
revenue growth at 9%, reaching £311.4m
(2016: £281.6m). Growth was achievedinall
threerevenue streamsandintotalatarate
similar to that attainedin 2016.

Trade revenue was the largest contributor,
withrevenuerising by 9% to £262.1m

(2016: £236.4m). Within Trade, Retailer
revenue grew 10%to £250.1m (2016: £224.5m).
Home Trader saw growth of 3% to £12.0m
(2016: £11.5m), with a lower growth rate largely
being attributable to limited pricing
initiativesin the year. Otherrevenue fell

Change from 52-week to
annual accounting period

Due to the publishing heritage of the
business, results have historically been
reported ona52 week (i.e. 364 days) basis
with the accounting period ending onthe
closest Sunday to 31 March.

\ T ¥ The Board made the decision to change
\ | the period end date to be 31 March every
- \ A ; year, startingin financial year 2017, to
{| \ i betteralign with our customers’ needs,
andto the products and services we offer.

As aconsequence of this change, the 2017
financial year was five days longer than
the previous year and whilst there was
noimpactonthe firsthalf results, the
second half of the year was longer and
hencerevenues, costsand earnings were
greater due to the extratrading days.

Year-on-year percentages for revenues,
costs and profits have been adjusted to
reflect like-for-like growth. No other
percentages have been adjusted.

L : Forexample: Operating profit (£203.1m x
R W {7 364/369 divided by £169.6m - 1) 100 = 18%.

: £ - B
i‘ ! b @
A Sl

'I’gtiererouppchnnualReportan%ﬁnb . State
b A i h"“ .
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2017 2016 Days-adjusted
Revenue £m £m change
Retailer 250.1 224.5 10%
Home Trader 12.0 1.5 3%
Other - 04 n/m
Trade 26241 236.4 9%
Consumer services 31.8 30.3 4% Trade revenue
Display advertising 17.5 14.9 16%
Total 3.4 281.6 9% £262 1 m
o
(2016: £236.4 million)
£0.4mversus 2016 due to the closure of our With a greater number of listings, alarger
manufacturer websites business, 2nd Byte, audience and higher levels of engagement,
inJune 2015. weimplemented a price changein the first
We deliveredincreased Retailerrevenue QLEEIer f|napmaly_ear 20.1?' For some
. customers, this wasinadditionto a pricing
asaresultof growthin Average Revenue N .
L } initiative in the second half of the previous
Per Retailer (‘ARPR’), where there was .. .
. year. The timing benefit, where the two
improvement of £162 to £1,546 per month . X .
: events compound upinthe price lever,is not
(2016: £1,384). Average retailer forecourts exDected to FeoceuUr going forward aswe ) ) .
were down 2% 0 13,296 (2016: 13,514) with P rgoing forwarda Underlying operating profit
. . shift toanannual price reviewin April of
lossesinnon-car, Republic of Ireland and M .
smallerindependentretailers partially offset cRE el St ngn e el e 20
. P . P y Of total ARPR growth, price contributed m
by growthin franchise forecourts. This . N ®
. . R £86(2016: £41) and 53% (2016: 31%).
change inretailer mix led to an overall ARPR (2016: £171.3 million)
increase fromthe loss of smaller lower Our product lever, which had previously been ’ ’
yieldingretailers. Withmuch of thedecrease  splitbetween additional products taken,
occurringin the first half of the yearand either within or outside of our core classified
thereforeimpacting the second halfrunrate,  selling package (upsell & cross-sell),
forecourts were largelyinline with contributed £28 (2016: £33) and 17% (2016: 25%)
expectations for the remainder of the year. of total ARPR growth. We continued to see
Low-level market consolidation continues high adoption of Level 3 of our package
to be apparentamongst smaller customers, staircase, whichincludes priority listings on
although the dropin the total number of mobile. Thisacted as a catalyst for the
forecourtsremains at the rate seen over introduction of our new prominence X
the last three to four years. productsin the 2018 financial year, which give Cash generated from operations
AR s eR CIAR per TeRE TS customgrs the opportumtyto gchleve more
. advertviews by upgrading to higher levels
generatedthroughthreelevers: stock, price, . 5 m
. inthe package staircase. [ ]
and product, where we have consolidated
upsellandcross-sell. Alsoincludedinthe productleveristhe (2016:180.1m)
change in Retailing solutions revenue, which
Ourmarketplace saw anaverage number of B o
. R . saw ayear-on-yeardecline of 4% to £23.9m
carlistings of ¢.450,000in the year, which . R R .
N (2016: £24.5m), with the main driver being the
was 3% higher than last year (2016: ¢.437,000). . . . ) .
. discontinuation of low margin pay-per-click
The growthinstock comes through , , . RS ,
> . o . ("PPC’)and search engine optimisation (‘SEQ’)
continuedinternalinitiatives to help retailers . . .
. products which were wound downin their
understand the value of advertising all of . ) )
. . entirety during the first half of the year.
their stock onthe marketplace and focusing . R
. . S Retailer display revenue also saw asmall
ontheever-increasingrole of digitalinthe RS A A .
carbuying journey. We also saw a good V_ y . e Cashreturned to shareholders
. e higherreturn-on-investment listings and
underlying used car market, benefitting from
. . data productsratherthantopromote
therecent growthinnew car transactions. . ) o
. - theirbrand through display advertising. m
With top-level growthinthe number of . I [ ]
o . o Our website templates and B2B classified
listings and the benefit from unwinding . .
. . . . portal products saw a number of technical (2016: £5.0m)
the lastremaining historic stock discounts, changes in the vear whichlimited growth
the stock lever contributed £48 (2016: £58) o ogrtunities éen’etration of foregcourts
and 30% (2016: 44%) of total ARPR growth. PP :
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Financial review continued

using our Managing products grew wellin the
second half of the yearand we closed the
yearwithc.2,500 forecourts (2016: ¢.1,900),
representing al9% penetration of total
forecourts (2016:14%).

Consumerservicesrevenue increased 4%
inthe yearto £31.8m (2016: £30.3m). Private
revenue, within Consumer services, grew
3%10£24.4m (2016: £23.3m), although the
second half was broadly flat, as we saw
increased competition and the effect of the
growingimpact of our own Part-Exchange
Guide product. Motoring services saw a
slightly better growthrate,increasing 4% to
£7.4m (2016: £7.0m), with much of the growth
coming through delivering greaterresponse
to our third-party partners forinsurance,
finance and vehicle checks.

Display advertising revenue grew 16% to
£17.5m (2016: £14.9m) from a higher number
of homepage takeovers andincreased levels
of inSearch advertising, tempered by lower
growthinprogrammatic display revenue
following the introduction of anew adserver
inNovember, which took time to embed.

We continue to deepenrelationships with
manufacturers and their media agencies,
which will allow us to develop and monetise
ourvirtual stock proposition.

Costs

Underlying administrative expenses
continued to be wellmanaged, seeing
a7%reductionyear-on-year to £104.2m
(2016: £110.3m). Total administrative
expenses saw areduction of 5%.

People costs comprise staff costs (excluding
share-based payments) of £49.1m (2016:
£51.1m) and third-party contractor costs of
£0.4m (2016: £0.4m). Overall, people costs
declinedintheyear by 5%to £49.5m (2016:
£51.5m), due to lower full-time equivalent
employees (‘FTEs’) (including contractors),
down 35year-on-year to an average of 824
(2016: 859) as wellas afallinredundancy and
restructuring costs. The headcountreduction
came as we continued toimprove our way of
workingin aleanand agile way, although some
of the saving was offset through higher
salaries as we look to attract the best digital
talent, particularlyin technicaland customer
facingroles.

2017 2016 Days-adjusted

Costs £m £m change

People costs 49.5 51.5 (5%)
Marketing 16.0 15.7 1%
Overheads 30.7 32.5 (7%)
Depreciation & amortisation 8.0 10.6 (26%)
Underlying administrative expenses 104.2 110.3 (7%)
Share-based payments 4.5 2.5 78%
Exceptionalitems (0.4) (0.8) (51%)
Total administrative expenses 108.3 112.0 (5%)

Days-adjusted

Underlying operating profit change
Underlying operating profit 207.2 171.3 19%
Share-based payments (4.5) (2.5) 78%
Exceptionalitems 04 0.8 (51%)
Operating profit 203.1 169.6 18%

Marketing spendincreased slightlyinthe
yearto £16.0m (2016: £15.7m), although as a
percentage of revenueit fellto 5.1%

(2016: 5.6%). Much of the focus this year has
beenon product specific campaigns where
we have promoted private advertising,
Part-Exchange Guide and valuations. We
increased PPC spend as we saw higher levels
of competitoractivityin thisarea.

Reductions were made in overheads of 7%

to £30.7m (2016: £32.5m), in part through
adhering to lean operating principles and
anumber of one-off savingsincluding arates
rebate,and ayear-on-year cost saving of
c.£1.0mdue to the discontinuation of the
low-margin Retailing solutions products.
Lower FTEs, in particular,had abenefiton
employee related expenses.

Depreciationand amortisation decreased
by 26%to £8.0m (2016: £10.6m) as past
development costs became fully amortised
intheyear.

Ashare-based payments charge of £4.5m
(2016: £2.5m) was recognised during the year,
including nationalinsurance costs (‘NI’) on
potentialemployee gains where applicable.
The year-on-yearincreasein the charge was
primarily due to further awards madein June
2016 under the Performance Share Planand
the Deferred Annual Bonus Planas well as the
full-yearimpact of the Sharesave scheme
launchedin September 2015. Refer to note 26
of the consolidated financial statements for
further details.
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Following the completion of the office
centralisation programme in 2014, the Group
rananinitiative to exitanumber of properties
early and to secure cash discounts where
possible. During the period, the Group
completed thisinitiative and disposed of
the lastremaining property. Asaresult,an
exceptional creditof £0.4mhasbeen
recognisedintheincome statementin
respect of the profit on disposaland the
release of vacant property provisions no
longerrequired.

Underlying operating profit

Underlying operating profitincreased by
19%to £207.2m (2016: £171.3m) with Underlying
operating profit marginimproving by 6
percentage points to 67% (2016: 61%).

The Group has previously reported non-
underlyingitemsinthe income statement to
highlight the impact of one-off and other
discreteitemsandtoallow better
interpretation of the underlying performance
of the business. Theseinclude exceptional
items, share-based paymentcharges (and
associated Nl)and costsrelatedto
managementincentive schemeslinked to the
previous private ownership of the Group. From
nextyear,i.e.for2018 and beyond, the Group
willnolongerreportUnderlying operating
profitand willinstead focus on the statutory
measure of Operating profit,asitis expected
that going forward the year-on-year change
inshare-based payments charges willbe
lessdistorting thanin the past.

Inthe year, Operating profit grew 18% to
£203.1m (2016: £169.6m), with Operating profit
marginincreasing 5 percentage points to 65%
(2016: 60%).
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Profit before tax

Profitbefore taxincreased to £193.4m

(2016: £155.0m), which followed the Operating
profit performance and areductioninnet
finance costs to £9.7m (2016: £14.6m). Net
finance costs fell through a combination

of paying the lowest level of margin on the
debt facility from June 2016 onwards, and
from lower gross debt, which was reduced
intheyear.

Taxation

The Group tax charge of £38.7mrepresents
an effective taxrate of 20% (2016:18%) which
isinline with the average standard UK rate
and areflection of our taxation policy to act
inaresponsible and transparent mannerin
all tax matters.

The 2016 rate was lower than the standard
rate due toaone-offrelease of a tax
provision.

Earnings per share

Basic earnings per sharerose by 22%to
15.64 pence (2016:12.67 pence) and was
based onaweighted average number of
ordinary sharesinissue of 989,278,991
(2016:1,000,002,803). Diluted earnings per
share of 15.60 pence (2016:12.65 pence) also
increased by 22%, based on 991,812,212 shares
(2016:1,001,394,111) which takes into account
the dilutive impact of outstanding

share awards.

Cash flow and net external debt

Cash generated from operationsincreased
t0 £212.9m (2016: £180.1m) and was achieved
as aresult of strong Operating profit
combined with low working capitaland
capitalexpenditure requirements. This
enabled us to deliver on our guidance to
reduce leverage, grow dividends and return
excess cashtoshareholders.

Corporation tax payments totalled £34.8m
(2016: £16.0m), as tax paidin 2016 benefitted
from the previous year’s lower earnings; the
result of higherinterestand exceptional
costs. Cash generated from operating
activities was £178.1m (2016: £164.1m).

Capital expenditureincreasedintheyear
to £3.7m(2016: £3.1m) as we made further
investmentsin our working environment as
wellasresidual spend on the new billing
system, Singleview.

Interest paid on financing arrangements
fellto £7.6m (2016: £12.6m) through the
combination of alower margin payable and
lower gross debt,as £40.0m (2016: £147.0m)
was repaidin the year taking gross debt to
£363.0m (2016: £403.0m). Net external debt
reducedto £355.0m (2016: £392.6m), as lower
levels of cash were held at the 2017 yearend
comparedto the previousyear. Leverage,
defined as theratio of net externaldebtto
Adjusted underlying EBITDA, decreased to
1.6x(2016: 2.2x).

During 2017, we commenced a share buyback
scheme whichsaw £102.iIminvestedinthe
repurchase of 26.3 million shares, incurring
feesof £0.5m. Afurther £26.6m was paidin
dividends, giving atotal of £128.7m

(2016: £5.0m) incashreturned to shareholders.

Dividends and returns to shareholders

The Directors are recommending a final
dividend for the year of 3.5 pence per share,
which together with the interim dividend
makes a total dividend of 5.2 pence per
share,amounting to £50.8m, in line with our
policy of distributing approximately one third
of netincome. Subject to shareholders’
approval at the Annual General Meeting
('"AGM’) on 21 September 2017, the final
dividend will be paid on 29 September 2017
toshareholders onthe register of members
atthe close of business on1September 2017.

The policy of distributing approximately
one third of netincome remains unchanged.
The capital allocation policy that sees the
majority of surplus cash, after dividends,
used to buy back shares remainsunchanged
and grossindebtednessis expected to fall
steadily through debtrepayments.

Atthe 2016 AGM, the Company'’s shareholders
generally authorised the Company to make
market purchases of up t0 99,905,974 of its
ordinary shares, subject to minimumand
maximum price restrictions. This authority will
expire at the conclusion of the 2017 AGM and
the Directorsintend to seekasimilar general
authority from shareholders at the 2017 AGM.
The programme will be ongoing and any
purchases of its shares made by the Company
under the programme will be effectedin
accordance with the Company’s general
authority torepurchase shares, Chapter12 of
the UKLA Listing Rules and relevant conditions
fortradingrestrictionsregarding time and
volume, disclosure and reporting obligations
and price conditions.

Post balance sheet event

Since the year end, the Group has acquired
Motor Trader Delivery Limited (‘MTD’) foran
undisclosed sum. MTD revenues and profits
fortheirlast financial year were less than 1% of
the revenue and profits of the Group. As at the
date of thisreport, we have notyet concluded
the accounting for this acquisition.

Appointment of auditors

Atthe 2016 AGM shareholders approved the
appointment of KPMG LLP as the Group's
new external auditors.

Sean Glithero
Chief Financial Officer
8June 2017
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Risk management

Understanding and managing our
principal risks and uncertainties

Risk management process

We recognise that effective risk managementis critical to enable

us to meet our strategic objectives and to achieve sustainable
long-term growth. A four-step process has been adopted to identify,
monitor and manage the risks to which the Group is exposed:

Atop-downand bottom-up
approachisusedtoidentify
principalrisks across the
business. Whilst the Board
has overallresponsibility for
the effectiveness of internal
controlandriskmanagement,
the detailed workis delegated
tothe Operational Leadership
Team ('OLT').
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2]

Risks and controls are analysed
and evaluated to establishthe
root causes, financialimpact
and likelihood of occurrence.
The Group categorisesrisks
intosixareas:

- economy, marketand business
environment;

- financialand compliancerisk;
- assetrisk;

- operationalrisk;

- competitiverisk; and

- product specificrisk.

(3]

The effectivenessand
adequacy of controlsinplace
are assessed. If additional
controls are required to
mitigate identifiedrisks then
these areimplemented and
responsibilities assigned.

(4]

The OLTisresponsible for
monitoring progress against
principalrisksinacontinual
process. They are assisted by
the Group'sinternalaudit
programme runin conjunction
with Deloitte.

The Boardreviews the Group's
riskregisterand assesses the
adequacy of the principal risks
identified and the mitigating
controlsand procedures
adopted.
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Ovur framework

Risks are reviewed on an ongoing basis and are captured in arisk
register, identifying the risk area, the likelihood of the risk occurring,
theimpactif it does occur and the actions being taken to manage the
risk to the desired level. The Board's role is to consider whether,

given the risk appetite of the Group, the level of riskis acceptable

withinits strategy.

Theroles and responsibilities of each level of this framework

are as follows:

External auditor

Board

Audit Committee

Operational Leadership Team

Risk register and risk review

Operational management

Risk governance and responsibilities

The Board’s responsibilities
- Overallresponsibility for risk
management.

The Audit Committee’s

responsibilities

- Assessthe scopeand
effectiveness of risk
management processes and
internal control systems.

Operational Leadership

Teamresponsibilities

- identify, assess, monitor,
manage and mitigate risks
and exploit opportunities;

- ensure appropriate internal
controlsareinplace;

- ensuretheriskregisteris
properly maintained; and

- embed risk management
asbusinessasusual.

Operational management

and internal controls

- Embed and manage internal
controlsandrisk management
day to day as part of business
asusuval.

103ipne jeusalu|

Oversight functions and

internal audit

- Aidin setting appropriate
policies, provide guidance,
adviceanddirectionon
implementation of those
policiesand monitor the first
line of defence.

Additional line of defence
- Externalauditor.
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Risk management continued

Viability statement

Inaccordance with Provision C.2.2 of the 2014 UK Corporate
Governance Code, the Board has assessed the prospects

and viability of the Group.

Assessment of prospects

Auto Traderis the UK's leading digital
automotive marketplace anditis the Group's
clear focus to maintain this position by
relentlessly focusing onimproving the process
of buying and selling vehicles. During the year
ended 31 March 2017 the Group generated a
profitbefore tax of £193.4m and was highly
cash generative with cash generated from
operations of £212.9m. Takinginto account the
Group's current positionandits principalrisks
anduncertainties as described on pages
33t035,the Directors have assessed the
Group's prospects and viability.

The business modeland strategy as set out
onpagesiOandi3areacore partof
understandingits prospects. These factors
provide a framework for therolling three-year
planwhichisdevelopedaspartof theannual
budget processandreviewed by the Board to
assessthe Group's prospects.

The Directors have adopted a three-year
timeframe for assessing both prospects
and viability, whichis considered to be
appropriate due to the following:

- itisconsistent with the Group’s rolling
three-year strategic planning process;

- the Group operates withina digital online
marketplace where the market canbe
fast moving, so looking out beyond this
timeframe yields little benefit;

- itreflectsreasonable expectationsin
terms of the reliability and accuracy of
operational forecasting models; and

-itincorporates the periodin which we
expecttorefinance our existing term loan
and thereforeincludesanassessment
onour ability torefinance.

The Group's prospects are assessed primarily
throughits strategic planning process.

This processincludesanannualreview of

the ongoingplan,led by the CEO through the
Operational Leadership Team,and all relevant
functionsareinvolved. The Board participates
fullyinthe annual process and has the task of
considering whether the plan continues to
take appropriate account of the external
environmentincluding technological, social
and macroeconomic changes.

The output of the annualreview processisa
set of operational priorities, an analysis of
therisks that could prevent the plan being
delivered,and the annual financial budget.

Detailed financial forecasts that consider
customernumbers, ARPR growth, revenue,
profit, cash flow, funding arrangements and
key financial ratios have been prepared for
the three-year period to March 2020. The
first year of the financial forecasts forms
the basis forthe Group’s 2018 budget and
issubjecttoare-forecastprocessatthe
half-year. The second and thirdyearsare
preparedindetail,and are flexed based
ontheactualresultsinyearone.

Assessment of viability

The Board’'s assessment of the Group's
prospects,asdescribedabove, hasbeen
made with reference to current market
conditionsand knownrisk factors. The
principalrisks and uncertainties facing the
Group are outlined on pages 33to 35.

Giventhe Group's financial performancein
2017 and overrecentyears, the Board
continues to believe that the key factor
which would prejudice the delivery of the
Group's financial objectivesisasevere
weakening of Auto Trader’'s marketplace
propositionand its leading market position.
This could be caused by aloss of audience
whichresultsinareductioninretailersand
the level of stocklisted on the marketplace
orbyareductioninthe number of retailers
and stockwhich could thenresultinaloss
of audience.

Using the current strategic planasabase
case, alternative forecasts have been

produced to model the effectonthe Group's

liquidity and solvency of very severe
combinations of the principal risks and
uncertainties affecting the business.

The viability modelassumed arapid
deteriorationinstockand audience over
ashort period of time. The number of
customerretailer forecourts and the ARPR
generated were significantly degradedin
the model, but expenditure in the areas of
marketing, payrolland technology were held
steady. Revenue and profitability are clearly
affectedinthisscenario, but the business
remains cash generative.
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Giventhe Group's significant free cash
flow,and the Board's ability to adjust the
discretionary share buyback programme,
thereislong-term comfortaround viability
inthe face of adverse economic or
competitive conditions.

Based ontheirassessment of prospectsand
viability above, the Directors confirm that
they have areasonable expectationthatthe
Group willbe able to continuein operation
and meetits liabilities as they fall due over
the three-year period ending March 2020.

Going concern

The Directors also considered itappropriate
to prepare the financial statementsonthe
going concern basis, as explainedin the Basis
of preparation paragraphinnote1tothe
financial statements.



Principal risks and uncertainties
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Identify, evaluate and

manage the Group’s risks

The Board has carried out arobust assessment of the
principalrisks facing the Group, including those that would
threatenits business model, future performance, solvency
or liquidity.

Thisincluded an assessment of the likelihood and impact of
eachriskidentified, and the mitigating actions being taken.
Risk levels were modified to reflect the current view of the
relative significance of eachrisk.

The principal risks and uncertainties identified are detailed
below. Additional risks and uncertainties to the Group,
including those that are not currently known or that the
Group currently deems immaterial, may individually or
cumulatively also have a material effect on the Group’s
business, results of operations and/or financial condition.

Principal risk Description

Key mitigations

Operating priorities relevant to our risks

@ Increase consumeraudience, advert
views and use of our valuationtools

@ Promote trustand fairnessin the
marketplace

@ GrowARPRinabalanced, sustainable
way by creating value for our customers

o Extend the penetration of products
outside of our core classified proposition

© Enhanceourrelevance andvalue to
manufacturers

@ Operateasimpler, leanerand more
data-oriented business

&Y Readmore onpage13.

Operating Change

priorities

1. Economy, If the UK car market contracts this - Regular review of 0O O (6]
market and couldresultinareductioninnew and market conditions.
business psed cartr‘ans'aotions which could result — Resilient business model.
environment inareductioninthe number of retailers

orreduceretailers’ desire toadvertise
theirvehicles onthe marketplace. In
addition, acontractioninthe UK car
market could reduce manufacturers’
spendonadvertising.

Theresult of the EU Referendum has
increased the level of uncertainty
around customerand consumer
spending power.

Although thereare noshort-term
indicators of adownturn,inthe longer
termthe industry now expects new car
registrations to plateau or decline from
recentrecord highs,and so thisrisk level
has beenslightlyincreased.

In considering the potentialimplications
of the Referendumresultonthe
business the Directors considered the
time lag between the registration of new
carsandthe entry of carsinto the used
car marketplace; theresilience of our
business model; the strength of our
value proposition; and the Group's
ability toreduce costs.

- Ability toreduce costs.

- Diversificationinto other
advertiser needs.
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Principal risks and uncertainties continued

Principal risk Description Key mitigations Operating Change

priorities

2. Increased Increased competition could impact the - Demonstration of value 0O 0 O =
competition Group's ability to grow revenue due to tocustomers.
the potential loss of audience, trade and - Regularreview of
consumer advertisers, or demand for audience data.

additional services. )
- Maintenance of

investmentin products
andinmarketing
campaigns.

- Resilient business model.

3. Brand Failure to maintain and protect the brand - Maintenance of 006000 =
ornegative publicity surrounding the investmentin marketing
Group's products or services could campaigns.
impede the Group's ability toretain or - Clearand open culture
expandits base of retailers, consumers with focus on trust and
and advertisers or could diminish transparency.

confidenceinandtheuse of the
Group'sservices.

4. New or Failure toinnovate and develop new - Monitoring of emerging O 6006 =
disruptive technologies or products, to execute trendsinautomotive and
technologies productlaunchesandimprovements otherverticals worldwide.
and changing ortoadaptto changing consumer - Monitoring of audience
consumer behaviour towards car buying or figures and consumer
behaviours ownership could lead to the Group's functionality relative
business beingadverselyimpacted. to competitors.

- Continuousinvestment
intechnology.
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Principal risk

Description

Key mitigations Operating Change

5.I1T systems

Failureinone systemasaresult of
malicious attack, our own failures or
those of third-party suppliers, could
disrupt othersand couldimpact the
availability or performance of Group
platformsand could cause reputational
damage with consumersand/or
customers.

priorities

- Adherence to strict oeeoeo =

industry standards.
- Internalteam focused on
mitigating security threat.
- Maintenance of a
business continuity plan.

6. Employee
retention

Our continued success and growthis
dependentonour ability to attract,
recruit, retain and motivate our highly
skilled workforce, with a particular focus
onspecialisttechnologicaland data
skills. Failure to do so couldresultinthe
loss of key talent.

- Long-termincentive 0060 =

plansforkey senior staff.

- Active succession
planning and career
developmentplansto
retainand develop the
nextlevel of executives.

- Strong value-led culture
embedded throughout
recruitment,induction
and training.

- Employee engagement
surveysandother
activities.

<
X
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Corporate social responsibility

Make a
difference

Our strategy is to lead the
future of the digital automotive
marketplace in the UK. We

do this by building a digital
culture thatis values-driven,
customer-focused, data-
oriented and focused on
making the processes of both
buying and selling new and
used vehicles easier.

Overview

Our operating priorities support this strategy and
arereviewed annually. People are the Group's
mostvaluable resource and the success of the
Groupistothecreditof allitsemployees. Last
year we were focused on creatingasimpler,
leaner,and more data-oriented organisation. In
order forusto truly become more data-oriented,
we restructured our dataandinsight tribe (what
we callour functions) so data specialists are now
aligned toallareas of the business providing
more specific datato each squad (our term for
teams). To continue embedding this, nextyear’s
operating priority will be to create and maintain
consistently high-performing, data-oriented
squadsacross the whole Auto Trader business.

Our cultureis shaped by our values of
determination, reliability, curiosity, inspiration
and humility; these values often manifest
themselvesinour fast-paced and highly
customer-oriented approachinour
commitmentto being an exciting, innovative
anddigital-led company.

Corporate socialresponsibility at Auto Trader
isdriven by ourvalues and culture andis
focused on making adifference to our
employees, our community and our industry.
This, along with our diversity andinclusion
strategy,isembeddedinto how we operate
onadaily basis.

Asanemployer,itcomprisesemployee
engagement, rewards and recognition schemes,
people development, health and safety, the
environmentalimpact, sustainability and

energy efficient operations.

Asacompany, we are keen to give back to our
localcommunitiesin which we operate, as well
as supporting charities and causes thatare
close toouremployees’ hearts. We focus our
community supportin fourareas: employees’
individual charitable fundraising efforts,
promoting the two volunteering days thatare
available toallemployees, Give as You Earn,
whichis one of our Incredible Benefits,and
through the Auto Trader Community Fund
which supports grassroots projectsin
Greater Manchester.

We constantly look at ways we can make a
positive contribution to ourindustry; whether
that's developing the next generation of talent,
sharing best practice advice with our retailer
customers through masterclasses and
larger-scaleindustry events, or helping the
industryasawhole to operateinamore
transparentand therefore trusted manner.
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: Our culture
- - ——

i ' . . X We have fostered a fast-paced culture that has innovation atits
. ™ & a - heart, driven by acommitted leadership team that combines

digital experience with along average tenure at the Group.

Driven by

innovation

Our values

By adhering to the Group's core values, we believe we are making a
L positive impact not only on our consumer audience and customers, but
- " L alsoonouremployeesand the communities in which they work and live.

We got where we are today by being Our customersdependonus, sowe
determined. Andthat's how we'll must always be there with useful services
continue to succeed. that work effortlessly.

Asking questions and trying things out We need our customers more than

isthe best way to stay ahead of changes they need us. Everything we do,
inthe digital world. we should do to help them.

i . ) .
With nearly 40 years of experience, Auto Traderis a trusted
industry voice. We use that voice wisely.

NSVZ

e
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Corporate social responsibility continued

Making a difference

to diversity and
inclusion

Ensuring Auto Traderis adiverse and
inclusive company is extremely important to
us. We created adedicated working group
who are tasked withimplementing a strategy
to ensure diversity andinclusion becomes
partof our Company’s DNA. We are also
committed to ensuring everyone has equal
opportunities to achieve their full potential
as wellas equal payregardless of gender.
Diversity for everyone at Auto Trader means
respect forand appreciation of differences
in: gender, age, sexual orientation, disability,
race and ethnic origin, religion and faith,
marital status, social, educational
background and way of thinking. We believe
thatinclusionis a state of being valued,
respectedand supported forwhoyou are.

“Diversity is the mix.
Inclusionis getting
the mix to work
well together.”

Asaresult, all of ouremployees have
participatedinaone-day workshop
focusing on creating common understanding
of the concepts as wellas exploring their
unconscious biases and how they canimpact
theirown behaviour and relationships with
other peopleinside and outside of work. Our
approachisto educate and change attitudes;
we haveintroduced aseries of masterclasses
including Mental Health Awareness sessions
and participatedinvarious local events like
the Manchester Pride Festival, where we
receivedthe ‘Lord Mayor's Special Award’
forour enthusiastic showcase of support to
the LGBT+ community.

We have created various employee groups
(photography, book, board game, running
and movie clubs) thataim to bring people
togetherinline with our philosophy that
inclusion willbe achieved by respecting
eachother’s differences but concentrating
on finding common ground. Awomen'’s
network was launched aiming to make a
differenceinthelives of womenin our
business, the community and related
industries of technology and automotive.
We also started a family network to give
colleagues with families with young
children or carer responsibilities a way
tosupporteachother.
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Gender diversity

As at 31 March 2017 Male Female Total
Board 4 2 6
Senior managers' 11 4 15
Company? 515 305 820

We continue our participation to promote 1
Science, Technology, Engineering and Maths
('STEM') careers by supporting two schools
near our Manchester office by running
‘Code Clubs' to teach young children how
tocode. Following the success of last year,
we are expanding our participationinthe
‘Change 100’ programme, organised by
Leonard Cheshire Disability, offering three
talented students asummerinternshipin
either our Manchester or London office.

Senior managers are defined as
members of the Operational
Leadership Team (‘OLT’).

2 Companynumbersinclude Board
and OLT members.

Ourambition to become one of the most
diverse andinclusive employersis supported
by our Company policies and practices.
During our annual engagement survey, we
monitor progress related to ouremployee
make upin line with the Equality Act 2010
protected characteristics. We also
collect feedbackaround our colleagues’
attitudes and overall experience to
ensure everyone can feelthey can
be theirauthentic self at work.
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Making a difference

to our employees

To help us achieve our mission of leading the
future of the digitalautomotive workplace,
we have builtarelatively flat structured,
fast-paced, digital organisation. Our success
at Auto Traderis down to theinnovative,
talented and committed people who
contribute to the business. We put the
customer at the heart of everything we do,
constantly developing our site to ensure
consumers get a great user experience as
wellas developing products that willadd
value to ourretailers.

We value our people and their opinions.
Therefore we organise anannualemployee
conference andholdregular businessand
financialupdates throughout the year to
keep employeesinformed onthe Group’s
performance and operating priorities as well

as give them the opportunity to ask questions.

By promoting collaboration and transparency
we encourage our people to contribute to our
business and share their thoughts, concerns
andideas by attending Directors’ breakfast
sessions and company showcases.

Employee engagement
and recognition

Following the employee experience survey
lastyear, we set up working groups to: help
improve communication across the business;
launcharecognition scheme based on our
values; look at what makes our people
successful; and create and deliver a diversity
andinclusion strategy across the whole of
the business. We also hold regular ‘health
checks’ thatallow squads to sit down
togetherinanopenand secure environment
to discuss how they feelin the workplace.

Our ‘Incredible Benefits' platformallows our
employees toaccessall the benefits offered
atAuto Traderinone place, enabling themto
tailor their benefits package to meet their
own specific needs. As wellas our company
funded benefits, we offer awide range of
voluntary benefitsincluding childcare
vouchers, criticalillness and dental
insurance. Innextyear’sannual enrolment
Auto Trader extended to allemployees the
optionto cover the premium cost of either
Private Medical Insurance (employee level)
or Health Cash Plan (up to family level). The
Company willalso be offering asecond
Sharesave scheme for the benefit of Group
employees which not only recognises and
rewards employees butalso promotesa
culture of shared ownership.

THE SUNDAY TIMES

BEST COMPANIES
T0 WORK FOR

2017

Thisyear we participatedinthe ‘Sunday
Times Top 100 Best Companies to Work For’
and we achieved a two-star ‘outstanding’
rating and joined the listat number 69.

Training and development

Auto Trader continues toinvestinall of its
employees by offering blended learning
opportunities thatare aligned toits
collaborative andinclusive culture. All new
joiners to the business are given the best
possible start to their Auto Trader careers
with our three-day induction programme
thatallows them tounderstand the core
values of our business and help achieve a
one-team culture.

Everyindividualisresponsible for their
owndevelopmentand has quarterly
development conversations and personal
developmentplans (‘PDP’) with their people
leader. We appreciate that everyone has
unique needs and likes to learnin different
ways. PDPs covering both professional

and personal developmentare built with
amix of on-the-job learning, opportunities to
attend conferences, the support of mentors,
e-learning and professional qualifications.
The business utilisesinternal experts to
deliver workshops and bitesize sessions
focusedaround our Success Framework

and specialist subjects which enable both
individuals and teams to succeed and grow,
thus fostering an engaged workforce.

Company-wide learning initiatives including
diversity andinclusion ensure we deliver on
whatisimportant today and that we succeed
inthe future. We deliver core life-cycle
programmes for apprentices and graduates,
and we develop our future senior leaders
with our Leadership Development
Programme, both of which mean we have a
robust succession planin place to cultivate
talentas wellas empowerindividuals to
reach their full potential. All our managers
take partinthe Practical People Leadership
Programme to develop their skillsin
recruitment, performance management
and development of their people.
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Making a difference to

our communities e Auto Trader

Community Fund
We have a dedicated team of individuals from across sparted by Forever Mancheste
our business who areresponsible for driving our Make
aDifference strategy, which aims to maximise the
supportandimpact we provide to the communities
inwhichwe operate.

The Auto Trader Community Fund powered by the
Forever Manchester charity considers applications
andawards up to £1,000 to community groups and
grassroots projects across Greater Manchester. This
year, the fund has donated over £60,000 to various
causes thatbring people togetherand empower
themto create sustainable changesin their lives.

Donations from Auto Trader directly to other charities
totalled anadditional £55,000 through ‘Employee
Match Funding’ for charitiesand causes thatare
close totheirhearts. Our Give as You Earnscheme
participation has doubled, with almost 100 of our
colleagues donating to charities directly via our
payrollmonthly.

But making a differenceis notlimited to donating
monetary funds. Our colleagues have utilised one
of ourIncredible Benefits, two optional volunteering
days, to supportworthy causes across the UK.
Employees offered their time and expertskills to the
following: St Pancras Community Centre foryoung
childrenand the elderly; Survivors Manchester for
male survivors of sexual abuse; Coffee for Craig
helping the homeless; and Working Change assisting
womeninprison to gainvaluable job seeking and
interview skills. We have recently partnered with
Benefacto to help employees at our London office
toengageinestablished volunteering opportunities
intheirlocal communities.

Tosupporttheartsin Manchester we continue our
successful corporate partnership withHOME Arts
Centre and the Manchester International Festival;
bothbuilding ontherich cultural heritage of the city
byintroducing new artists and various art forms
throughout the year.
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Making a difference to our industry

Our Make a Difference strategy extends to
ensuring we support the wider technology
community as wellas help to shape the
future of the automotive industry.

To encourage the next generation of
technology talent, we took partin the
Manchester Digital Apprenticeship Scheme
and welcomed five Software Developer
apprentices. We also partnered with the
University of Manchester to offer the
opportunity for two students to work

with us on datascience projects over the
summer, as wellas offeringa PhD
scholarship to one of their students.

We continue our participation to promote
STEM subjectsand careers by supporting

two localschoolsand clubsinthe Manchester
area. Werun ‘Code Clubs' toteachyoung
childrenhow to code and this year we hosted
Manchester Girl Geeks BarCamp conference
which supports the talentand development
of femalesin STEM careers.

The technologyindustry, as wellas the
automotive sector, has asignificant
challenge with diversity and Auto Trader is
pleasedtosupportandactively create
initiatives that will attract women and
minorities to enter the industries, as diversity
isakey part of business success. Alison Ross,
our Customer Experience and Operations
Director, was named Woman of the Year at
the Womenin IT Awards this year, recognising
her contributionto these goals.

| :ﬁﬂbTrﬁdé

As acustomer focused business we are
committed to looking at ways toimprove
the process of buying and selling vehicles
forconsumers andretailers alike. We have
changed our sales approach, removing
commissions, and our packages; both of
which enable us to promote best practice
and equip our sales teams to create strong
business partnerships with our customers,
helping add value to their businesses.

Thisyear over 4,000 of our retailer customers
attended amasterclass, webinaror
conference designed to share best practice
advice, helpingthemtosucceedintoday’s
changing digitalautomotive marketplace.
These sessions allow us to demonstrate the
importance of using dataandinsight to drive
traffic to their digital forecourts. We alsorun
separate discovery days with our customers,
designed to gain their feedback on the value
they derive from Auto Trader as wellas the
products and services we offer.

Lastyear marked the ninth annual

Auto Trader Click Awards, established to
recognise digital excellence and reward the
most progressive and innovative retailers
intheindustry. Nearly100 customers from
franchise groups, independentsand
supermarkets attend this prestige event

to celebrate successand to hear the latest
insight from the Auto Trader team.

“4,000 of our retailer

customers attended a
masterclass, helping
them to succeedin
today’s changing
digital automotive
marketplace”
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Making a
difference to
our environment

Health and safety

We are committed to maintaining a safe
workforce for ouremployees, customers
and visitors and anyone affected by our
business’s activities. Itis therefore our policy
thatall of the Group's facilities, products and
services comply with applicable laws and
regulations governing safety and quality.

Ovur offices

Asadigitalbusiness, based between
our officesin Manchester, Londonand
Dublin, we believe our environmental
footprintis small. We actively
encourage our employees to consider
ourenvironmentalimpact. We operate
recycling systemsin the offices,
established with local authorities and
recycling schemes, and we have no
waste bins by desks which encourages
the amount of recycling we do.

Our UK offices are both graded highly
by the BREEAM standard; Kings Cross

During the year, there were no major injuries
reported under the Reporting of Injuries,
Diseases and Dangerous Occurrences
Regulations.

inLondon achieved an ‘Outstanding’
rating and our Manchester office
an 'Excellent’ one.

We continue to use Fruitful Office to
deliver fruit to our offices each week.
Fruitful Office plantsonetreein
Malawi for every basket of fruit we
receive. Lastyear,1,742 trees were
planted on behalf of Auto Trader,
helping the organisation to mitigate
the effects of global warming,
deforestationand providing an
income to local communities.
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Greenhouse gas
emissions statement

Auto Traderisrequired to measure and
reportitsdirectandindirect greenhouse
gas ('GHG’') emissions by the Companies
Act 2006 (Strategic Reportand Directors’
Report) Regulations 2013.

The greenhouse gas reporting periodis
aligned to the financialreporting year.
The methodology used to calculate our
emissionsis based onthe financial
consolidationapproach, as definedinthe
Greenhouse Gas Protocol, A Corporate
Accounting and Reporting Standard
(Revised Edition). Emission factors
used are from UK government (‘BEIS’)
conversion factor guidance current
fortheyearreported.

Thereportincludes the ‘Scope’
(combustion of fuel) inrelation to
company carsand ‘Scope 2’ (purchased
electricity and gas) emissions associated
with our offices. Although our company
cars are leased under operating leases,
we have chosentoinclude therelated
emissionsinScope1,asweareresponsible
forthese emissions. 2016 figures have
beenrestatedtoinclude the emissions
fromcompany cars.

We have chosen to presentarevenue
intensity ratio as thisisarelevantindicator
of our growthandis aligned with our
business strategy.

2017 2016

Scope: Fuel for

company cars (tCO,e)’ 491 565
Scope 2: Electricity

and gas for our offices

(tCO,e)' 437 445
Total carbon emissions
(tCO,e)' 928 1,010

Revenue (£m) 314 281.6
Carbonintensity? 3.0 3.6
Year-on-year change (17%)

1 Tonnesof carbondioxide equivalent.
2 Absolute carbonemissions divided
by revenuein millions.



Strategicreport / Governance / Financialstatements

Doing the
right thing

Auto Trader believesin promoting
trustand fairnessin the marketplace
and thishasbecome part of the way
we workacross the organisation. We
promote a culture of compliance and
shared responsibility by providing
advice andinformation to keep our
employeesand customers smart, safe
andsecure. Eachyear, ouremployees
complete compliance training that
covers fraud, bribery and anti-money
laundering. We also provide guidance
and supportif employeesneedto
reportanythinguntoward or
experience any serious malpractice
orwrongdoingin our business.

Consumers trust Auto Trader to show
genuine,accurate adverts when

they search forvehicles, however
occasionally sellersinclude a
misleading price orinaccurate mileage
intheiradvert. We strive toimprove
the quality of ouradverts by allowing
consumers and retailers alike toreport
amisleading advert whilst they are
searching, which we theninvestigate
andif necessaryremove fromthe site.

Helping our retailer customers protect
theirdataand businessonlineisalso
animportant focus forus. Last year
we added an additional security login
toourretailer portal, two-factor
verification, which enhances security
andreduces therisk of hackers
accessing our customers’ information.

Everyone at Auto Traderowns andis
responsible for theirownrelationships,
whether that's with colleagues, friends,
customersorsuppliers. Whenworking
with externalcompanies we promote
the factthatitisimportant toreflect
the Auto Trader values, ensuring any
companies we work with enjoy a
trustedrelationship with us.

We also ensure employeesunderstand
and employ good practice when
sharinginformation or data, and they
dosoinacontrolled or protected
manner, or operating fairly under

the legal guidance.

Humanrights

Equal opportunity

The Group is committed to treating allits
employeesandjob applicants fairly and
equally. Itis our policy not to discriminate
based on their gender, sexual orientation,
marital or civil partner status, gender
reassignment, race, religion or belief,
colour, nationality, ethnic or national origin,
disability orage, pregnancy, or trade union
membership or the factthattheyare a
part-time worker or a fixed-term employee.
The equal opportunities policy operated
by the Group ensures allworkers have a
dutytoactinaccordance with this.

Modern Slavery Policy

We have a zero-tolerance approach to
modernslavery and are committed to
acting ethically and withintegrity inall our
business dealings and relationships, and
toimplementing and enforcing effective
systems and controls to ensure modern
slaveryis not taking place anywherein

our own business orinany of our supply
chains. We are committed to ensuring there
istransparencyinourown businessandin
ourapproachto tacklingmodernslavery
throughout our supply chains. We expect the
same high standards fromall our contractors,
suppliersand other business partners.

Employees with disabilities

We welcome allapplications foremployment
made by individuals with disabilities.
Ourdedicated Auto Trader Resourcing team
will make reasonable adjustmentsinthe
recruitment process according to the

needs of eachindividual to ensure that

they canperformtheir best during the
assessment stage.

We are dedicated to supporting employees
thatbecome disabled during their
employment with us. We recognise that
eachindividualis unique and we provide
supportand make reasonable adjustments
to ensure they continue realising their full
potentialat work.

We continue to offer training, career
developmentand promotion opportunities
by taking appropriate actionrelated to the
needs of theindividuals to allow them to
continue to have a fulfilling career with us.

The Company’s Strategicreportis set
outonpages?2to43. Approved by the
Board on 8 June 2017 and signed onits
behalf by:

Sean Glithero
Chief Financial Officer
8June 2017
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