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Strategic report

Principal activity

The Company's principal activity during the year was that of participating in Formula One (“F1") motor racing
events throughout the world. This includes the design, development, manufacture and racing of F1 cars.

Business review

The directors consider race performance, turnover, cost base, profit and cash flow to be the key performance
indicators to assess progress towards their strategic goals.

*We retained the driver line up of Fernando Alonso and Jenson Button for the 2016 season with Stoffel
Vandoorne promoted to be the team’s F1 test and reserve driver following an impressive GP2 season. For
2017, Stoffel has been promoted to partner Fernando whilst Jenson retired following a hugely successful
career including 26 podiums during 7 years at McLaren. He has a taken a role as reserve driver and McLaren
ambassador for the 2017 season. Stoffel continues to develop extremely impressively into a hugely
competitive Formula One driver competing credibly alongside his vastly more experienced teammate.

The 2016 season provided a step forward in the powertrain with improvements in both performance and
reliability which moved us to 6" in the F1 Constructors’ Championship, however the 2017 season has been
significantly more challenging than 2016 and on Thursday 14% September 2017 McLaren and Honda
announced that it was in the best interests of both companies to pursue our racing ambitions separately.

MclLaren announced on the same day that we have signed a 3 year power unit supply contract with Renault
Sport Racing SAS. Renault Sport Racing have been hugely successful in modern Formula One having
produced the power units for the World Championship winning team in 6 of the last 12 seasons.

Financially the team showed a year-on-year deterioration largely due to lower Prize Mon'ey following the
results of the 2015 season. Turnover fell to £180m (2015: £188m) and this fed directly through to the bottom-
line which shows a pre-tax loss of £2.6m (2015: pre-tax profit of £5.2m).

Key performance indicators : ;

The directors regularly review multiple KPls in order to monitor overall business performance. Most
significant amongst these is Championship position because success on track has a direct impact on prize
money, sponsorship and stakeholder engagement. In the year, our Championship position improved 3
places to 6th. Additional areas of focus include monthly review of financial performance against Budget and
Prior Year specifically in regards to turnover, cost base and cash flow which ensure appropriate
management focus on the Company'’s financial health.

Future.developments

The Company'’s objective is to build and strengthen our relationship with Renault and win races in the near
future. : .

In order to achieve these aims our focus is to ensure we continue to attract and retain the best drivers,
engineers and support staff and provide sufficient funding to the racing programme to build a car that can
challenge at the top of the sport.

Principal risks and uncertainties

Formula One itself is likely to see significant change over the next few years foIIowing its acquisition by
Liberty Media, there will likely be changes in the way it is run, regulated and marketed, no doubt leading to
challenges but also opportunities to reach new markets.

As ever the key direct risks and uncertainties faced by the business are: continuing to be competitiVe inF1,
ability to gain and retain sponsorship, control of the cost base of developing F1 cars and staff recruitment
and retention. All of these are obviously linked. 4

¢
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Strategic report (continued)

Principal risks and uncertainties (continued)

On track, our chassis has shown excellent results throughout the 2017 season with good correlation
between testing and on-track performance. We believe the new partnership with Renault Sport will provide
a powertraln that once combined with our chassm will provide us with opportunities to ach|eve our objectives
and win races in the near future

On pehalf of the Board .

J Neale
Director, McLaren Racing Limited

2L Seffeusbtl o

Registered Office: .
McLaren Technology Centre -
Chertsey Road

Woking

Surrey

GU21 4YH
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Directors’ report

The directors present their annual report and the audited financial statements and independent audltors
report, for the year ended 31 December 2016.

Results ) .
The loss for the financial year after taxation amounted to £3,241,175 (2015: profit of £3,423,701).
Future developments and events after the balance sheet date

The future developments of the Company are explained in the Strategic report on pages 3 to 4.

Research and development

By the nature of its activities, the Company has an ongoing investment into research and development
across all of its motoring and engineering operations. ,

Going concern

The directors have a reasonable expectation that the Company has adequate resources to continue in
operational existence for the foreseeable future. Thus they continue to adopt the going concern basis in
preparing the annual financial statements. :

Further details regarding the adoption of the going concern basis can be found in note 3b on page 13.
Financial risk management objectives and policies

The Company’s activities expose it to a number of financial risks including foreign exchange risk, credit risk,
and liquidity risk.

Foreign exchange and liquidity risk are managed via McLaren Technology Group Limited, as the Company
participates in the Group's centralised treasury arrangements. The Group uses long term and short term
debt finance, and forward foreign exchange contracts to manage the net position of the Group as a whole.

The Company's credit risk is-primarily attributable to its trade receivables. The Company is at risk to the
extent that a customer may be unable to pay the debt as it is due. The risk is mitigated by the strong on-
going customer relationships. The amounts presented in the balance sheet are net of allowances for doubtful
receivables. An allowance for impairment is made where there is an identified loss event which, based on
previous experience, is evidence of a reduction in the recoverability of the cash flows.

Dividends
The directors do not propose a dividend for the year ended 31 December 2016 (2015: £nil)
Directors

The directors, of the Company who were in office dunng the year and up to the date of signing the financial
statements were: ,

J Cooper

R Dennis — resigned 20/07/17
T Murnane '
J Neale

M A Ojjeh
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Directors’ report (continued)

Disabled employees

The policy of the Company and its subsidiaries is to give full and fair consideration to employment
" applications by disabled persons and to ensure that disabled employees receive appropriate training and
career development opportunities. Employees who become disabled during their working life will be
retained in employment wherever possible, with appropriate retraining being given if necessary.

Employee consultation

- The Company i is commltted to ensuring that its people are actively engaged in the ongoing management
and future direction of the business. Reguldn formal, and informal, briefings are held with all sections of

the workforce.

The Company takes reasonable steps to ensure that all employees, existing and prospective, are given fair
and equal opportunity regardless of sex, race, ethnicity, religion or disability.

Statement of directors’ responsibilities

The dlrectors are respon5|ble for preparing the Annual Report and the financial statements in
accordance with applicable law and regulatlon

Company law requires the directors to prepare financial statements for each financial year. Under
. that law the directors have prepared the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS
102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”, and
applicable law). Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the company
and of the profit or loss of the company for that period. In preparing the financial statements, the
directors are required to: .

o select suitable accounting policies and then apply them consistently;

+ state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject to any material departures disclosed and explained in the financial statements;

¢ make judgements and‘account‘ing estimates that are reasonable and prudeht; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company's transactions and disclose with reasonable accuracy at any time the
financial position of the company and enable them to ensure that the financial statements comply
with the Companies Act 2006. . .

The directors are also responsible for safeguardmg the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other |rregularmes

Disclosure of information to auditors
Each of the persons who is a director at the date of approva! of this report confirms that:

¢ so far as the director is aware, there is no relevant audn mformatlon of which the Company's auditors
are unaware; and

b
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" Directors’ report (continued)
Disclosure of information to auditors (continued)

« the director has taken all the steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the Company's auditors are aware of that
“information.

This~cohfirmation is given and should be interpreted in accordance with the proviéions of s418 of the
Companies Act 2006.

Independent auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a
resolution that they be reappointed will be proposed at the annual general meeting.

The financial statements on pages 10 to 32 were approved by the Board of Directors on ZZ { 0] ’ l?’and

sngned on its behalf by: .

T Murnane
Secretary, McLaren Racmg Limited

ZZ WWW 2017

Registered Office:
McLaren Technology Centre
Chertsey Road

Woking

Surrey

GU21 4YH
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" - Independent auditors’ report to the members of McLaren Raci.ng Limited
Report on the financial statements

Our opinion

In our opinion, McLaren Racing Limited's financial statements (the “financial statements”):

o give atrue and fair view of the state of the company’s affairs as at 31 December 2016 and of its
loss for the year then ended;

= have been properly prepared in accordance with United Klngdom Generally Accepted Accounting
Practice; and

¢ have been prepared in accordance with the requirements of the Companies Act 2008.

What we have audited

The financial stateméms, included within the Annual Report and.Financial Statements (the “Annual
Report"), comprise: ‘ )
o the balance sheet as at 31 December 2016;
. the profit and loss account and statement of comprehensive income for the year then ended,;
» the statement of changes 'in equity fqr the year then ended; and

¢ the notes to the financial statements, which include a summary of significant accounting policies
and other explanatory information. .

The financial reporting framework that has been applied in the preparation of the financial -
statements is United Kingdom Accounting Standards, comprising FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland”, and applicable law (United
Kingdom Generally Accepted Accounting Practice). -

In applying the fihancial reporting framework, the directors have made a number of subjective
judgements, for example in respect of significant accounting estimates. In making such eshmates
they have made assumptions and considered future events.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, based-on the work undertaken in the course of the audit:

o the information given in the Strategic Report and the Directors’ Report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

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

In addition, in light of the knowledge and understanding of the company and its environment
obtained in the course of the audit, we are required to report if we. have identified any material
misstatements in the Strategic Report and the Directors’ Report. We have nothing to report in this
respect. :

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are required to report to you if, in our opinion:
"s we have not received all the information and explanations we require for our audit; or

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

« ' the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

N



Independent auditors’ report to the members of McLaren Racing lelted (continued)

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain
disclosures of directors’ remuneration specified by law are not made. We have no exceptions to
report arising from this responsibility.

Responsibilities for the financial statements and ihe audit -

‘Our responsibilities and those of the directors

As explained more fully in the Statement of Directors' Responsibilities, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair
view.

_Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”).
Those standards require us to comply with the Auditing Practices Board s Ethical Standards for

- Auditors. -

This report, including the opinions, has been prepared for and only for the company's members as
a body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other
purpose. We do not, in giving these opinions, accept or assume responsibility for any other purpose
or to any other person to whom this report is shown.or into whose hands it may come save where
expressly agreed by our prior consent in writing.

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining
evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error. This includes an assessment of:

o whether the accounting policies are appropriate to the company's circumstances and have been
consistently applied and adequately disclosed; ’

o the reasonableness of significant accounting estimates made by the directors; and
s the overall presentatton of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available
evidence, forming our own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we
consider necessary to provide a reasonable basis for us to draw conclusions. We obtain audit
evidence through testing the effectiveness of controls, substantlve procedures or a combination of
both.

_In addition, we read all the financial and non-financial information in the Annual Report to identify
material inconsistencies with the audited financial statements and to identify any information that is
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by
us in the course of performing the audit. If we become aware of any apparent material

- misstatements or inconsistencies we consider the implications for our report. With respect to the
Strategic Report and Directors’ Report, we consider whether those reports include the disclosures

Zired by apphcable legal requirements.

Lol

Richard Bedlow (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London '

12 WW@»/ 2017



Profit and loss account | :
for the year ended 31 December 2016 Note

Turnovei’
Cost of Sales

- Gross profit

Administrative expenses
Other operating income

Operating (loss)/profit ' 5

Interest receivable and similar income N

(Loss)/profit before taxation
Tax on (loss)/profit ) 8

- (Loss)/profit for the financial year

Statement of comprehensive income

for the year ended 31 December 2016

(Loss)/profit for the financial year
Other comprehensive income:.
Deferred tax movement on revaluation reserve

Total comprehensive (expense)lincome for the year

MclLaren Racing Limited

Annual report and financial statements
31 December 2016

2016 2015
£000 £000
179,781 188,197
(138,824) (138,116)
40,957 50,081
(54,892) (51,461)
10,563 6,292
(3,372) 4,912
805 301
(2,567) 5213
(674) (1,789)
, (3,241) 3,424
2016 2015
£000 £000
(3,241) 3,424
700 1,426
(2,541) 4,850

10



Balance sheet
as at 31 December 2016

. Fixed assets
Tangible assets

» Heritage assets
Investments -

Current assets
Inventories

Debtors

Cash at bank and in hand

Creditors: Amounts falling due within one year

Net currenf (liabilities)/assets

Total assets less current liabilities

Creditors: Amounts falling due after moré thén one yeér
Provisions for liabilities

Nét assets

Capital and reserves
" Called-up share capital

Revaluation reserve

Retained earnings

Total Equity

COMPANT No. O(S(7475

Note

10.

11

12

13

14

15

17

19
19
19

McLaren Racing Limited

Annual report and financial statements
31 December 2016

2016 2015
£000 £000
14,045 15,290
76,925 76,700
- 1
90,970 91,991
26,098 20,887
44,266 31,350
76. 68
70,440 52,305
(70,621) (50,450)
(181) 1,855
90,789 93,846
(369) - (520)
(3,531) © (3.896)
86,889 89,430
50 50
58,127 57,427
28,712 31,953
86,889 89,430

The financial statements of McLaren Raciné Limited were authorised for issue by the board of directors

‘on ZZ W‘@(A&b@( 2017 and signed on its behalf by:

St

J Neale
Director



Statement of changes in equity
for the year ended 31 December 2016

At 1 January 2015

Profit for the financial year
Other comprehensive income

Total comprehensive income
Transfer

At 31 December 2015

At1 JaAnuary 2016

Loss for the financial year
" Other comprehensive income

Total comprehensive expense

At 31 December 2016

MecLaren Racing Limited

) Annual‘report and financial statements

31 December 2016

Called-up : B
Share Revaluation Retained. Total
Capital reserve earnings equity
£000 £000 £000 £000
50 56,126 28,404 64,580
- .- 3,424 3,424
- 1,426 - 1,426
- - 1,426 3,424 4,850
- (125) 125 .
50 57,427 31,953 89,430
50 §7,427 31,953 89,430
. - (3,241) (3,241)
. 700 - 700
. 700 (3,241) (2,541)
50 58,127 28,712

86,889
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Notes to the financial statements

1. General Information

McLaren Racing Limited is a private limited company incorporated in the‘ United Kingdom The address of
"the registered office is given on page 6. The nature of the Company's operahons and its principatl
activities are set out in the ‘Strategic report on pages 3to 4.

2, Statement of compliance

The individual financial statements of McLaren Racing Limited have been prepared in compliance with
United Kingdom Accounting Standards, mcludlng Financial Reportmg Standard 102 (FRS 102) and the
Companies Act 2006.

3. Summary of significant accounting policies

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

a. Basis of Preparation

These financial statements are prepared on a going concern basis, under the historical cost convention.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the Company’s accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the financial statements, are disclosed in note 4.

b. Going concern

The Company s activities, together with the factors hkely to affect its future development and posmon are
set out in the Strategic report on pages 3 and 4.

The Company participates in the group’s centralised treasury arrangements and so shares banklng
arrangements with ltS parent and fellow subsidiaries.

Since the year end, the group has been restructured and a new financing arrangement entered into at a
new holding company level — refer note 24 page 32. This ensures sufficient funds to support the new

group and its subsidiaries.

The ’Company s directors therefore are confident that the Company will be able to continue in operational .
existence for the foreseeable future. Thus they continue to adopt the going concern basis of accountlng in
_ preparing the annual financial statements. .
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Notes to the financial statements (continued)

3. Summary of significant accounting policies (coritinued)

c. Exemptions for qualifying entities under FRS 102

FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions, which have
been complied with, including notification of, and no objection to, the use of exemptions by the Company’s
shareholders. '

The Company has taken advantage of the following exemptions:

(i) from preparing a statement of cash flows, on the basis that it is a qualifying entity and its ultimate
parent company, McLaren Technology Group Limited, includes the Company s cash flows in its
own consolidated financial statements;

(i) from the financial instrument disclosures, required under FRS 102 paragraphs 11.39 to 11.48A
and paragraphs 12.36 to 12.29, as the information is provided in the consolidated financial
statements disclosure.

(iii) from disclosing the Company key management personnel compensation, as required by FRS
102 paragraph 33.7 '

b. Consolidated financial statements

The Company is a wholly owned subsidiary of McLaren Technology Group Limited. It is included in the
consolidated financial statements of McLaren Technology Group Limited which are publicly available.

" Therefore the Company is exempt by virtue of section 400 of the Companies Act 2006 from the
requirement to prepare consolidated financial statements. The ultimate parent undertaking and the
smallest and largest group to consolidate these financial statements is McLaren Technology Group ,
Limited. The address of the parent’s registered office is McLaren Technology Centre, Chertsey Road
Woking, Surrey, GU21 4YH.

e. Foreign currency
The Company's functional and presentational currency is the pou‘nd sterling.

Foreign currency transactions are translated into the functional currency at the rates ruling at the
beginning of the month in which the transactions took place, unless they are deemed to be materially
different to the spot rate, in which case spot exchange rates are used. -

At each period end foreign currency monetary items are translated using the closmg rate. Non-monetary
items measured at historical cost are translated using the exchange rate at the date of the transaction,

Foreign exchange gains and losses resulting from the settliement of transactions and from the translation’
at period-end exchange rates of monetary assets and liabilities denominated in foreign currencies are
recognised in the profit and loss account.

Foreign exchange gains and losses that relate to borrowings and cash and cash and cash equivalents are
presented in the profit and loss account within interest receivable/(payable).

14
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Notes to the financial statements (continued)

3. Summary of significant accounting policies (continued)

f.  Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents the
amount receivable for goods supplied or services rendered, net of returns, discounts and rebates allowed
by the Company and value added taxes.

Revenue represents sponsorship fees, other motor racing revenue receivables and sales by the Company
to external customers, excluding value added tax. Sponsorship income is deferred and recognised over
the period in which the Company performs its obligations under the sponsorship contract. Income from
the sale of goods is recognised when the risks and rewards of the goods have passed to the customer.
Other motor racing revenue is recogmsed when the Company has performed its obligations in order to
earn the revenue.

In certain cases, the Company enters into agreements with suppliers whereby goods and services are
received in exchange for various sponsorship and marketing activities. In such cases revenue is recorded
at the fair value of the goods or services rendered.

Where the Company is party to a joint arrangement which is not an entity, its part of the income and
expenditure, assets, liabilities and cash flows have been included in these financial statements.

Interest income is recognised using the effective interest method.

g. Long-term contracts

Long-term contract balances represent costs incurred on specific contracts, net of amounts transferred to
cost of sales in respect of work recorded as turnover, less foreseeable losses and payments on account
not matched with turnover. Contract work in progress is recorded as turnover on the following bases. On
contracts which provide for delivery of own manufactured units or components, turnover is recorded when
deliveries are made to customers. In respect of initial research and development contracts, turnover is
determined by reference to the value of work carried out to date. No profit is recognised until the contract
has advanced to a stage where the total profit can be assessed with reasonable certainty. Provision is
made for the full amount of foreseeable losses on contracts. :

h. Employee benefits
(i) Defined contribution pension plans

The Company participates in a defined contribution pension scheme and also pays contributions to
personal pension schemes of certain employees. A defined contribution plan is a pension plan under
which the Company pays fixed contributions to a separate entity. Once the contributions have been paid
the Company has no further payment obligations. The contributions are recognised as an expense when
they are due. Amounts not paid are shown in accruals in the balance sheet. ‘The assets of the plan are
held separately from the Company in independently administered funds.

3

(iiy  Short term benefits

Short term benefits,. including holiday pay and other similar monetary benefits, are recognised as an
expense in the period in which the service is rendered.
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Notes to the financial statements.(co‘ntinued)

3. Summary of significant accounting policies (continued)

h. Employee benefits (continued)
(iiy Annual bonus plan

The Company operates a number of annual bonus plans for employees. An expense is recognised in the
profit and loss account when-the Company has a legal or constructive obligation to make payments under
the plans as a result of past events and a reliable estimate of the obligation can be made.

/. Taxation

Taxation expense for the period comprises current and deférred tax recognised in the reporting period.

- Tax is recognised in the profit and loss account, except to the extent that it relates to items recognised in
other comprehensive income or directly in equity. In this case tax is also recognised in other
comprehensive income or directly in equity respectively. .

Current or deferred taxation assets and liabilities.are not discounted.

(iy Current tax

Current tax-is the amount of income tax payable in respect of the taxable profit for the year or
prior years. Tax is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the period end.

(i) Deferred tax’

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise
from inclusion of income and expenses in the tax assessments of different periods than those in
which they are recognised in financial statements.

. Deferred tax is recognised on all timing differences at the reporting date. Unrelieved tax losses
and other deferred tax assets are only recognised when it is probable that they will be recovered
against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively
enacted by the period end and that are expected to apply to the reversal of the timing difference

Jj. Tangible assets

Tangible assets are stated at cost less accumulated depreciation and accumulated impairment Iosses
Cost includes the original purchase pnce and costs directly attributable to bringing the asset to its workmg
condition for its intended use.

Depreciation is provided over the estimated useful lives of the assets at the following rates:

Leasehold premises and improvements - written off over the life of the lease
Plant, machinery, tools and equipment - - 20% of reducing balance
Motor vehicles - 25% of reducing balance
Fixtures, fittings and office equipment - 20% of reducing balance

Assets in the course of construction are stated at cost. These assets are not depreciated until they are
available for use.

The assets residual values and useful lives are reviewed, and adjusted, if approprlate at the end of each
reporting period. The effect of any change is accounted for prospectively.

16
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'Notes to the financial statements (continued)

3. Summary of significant accounting policies (continued)

j. Tangible assets (continued)

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On
disposal, the difference between the net dlsposal proceeds and the carrying amount is recognised in the
profit and loss account. .

Repairs, mamtenance and minor inspection costs are expensed as incurred.

k. Heritage assets

MclLaren Racing Limited has a collection of heritage vehicles, made up of 150 racing cars, 6 F1 road cars,

4 historic vehicles and 20 spare F1 racing car monocoques. These assets are held on the balance sheet

at cost. Under previous UK GAAP the Company had a policy of revaluing Heritage assets every 5 years.

On transition to FRS 102 the Company elected to follow the cost model and use the previous revaluation

at 31 December 2013 as the deemed cost for the assets. Heritage assets are stated at cost less

accumulated impairment losses. Cost includes any costs that are directly attnbutable to bringing the asset
to its working condltlon for its intended use,

The vehicles are maintained by the business on a regular basis with maintenance costs being charged to
the profit and loss account when incurred. The cars are deemed to have indeterminate lives and the
directors do not therefore consider it appropriate to charge depreciation.

In addition, McLaren Racing Limited has a collection of racing memorabilia, including trophies and ' )
helmets,.which the directors have not sought to value and is therefore not recognised on the balance
sheet.

I. Leased assets

At inception the Company assesses agreements that transferthe right to use assets.

The assessment considers whether the arrangement is, or contains, a lease based on the substance of
the arrangement

(i) Finance Ieased assets

l.eases of assets that transfer substantially all the risks and rewards incidental to ownership are
classified as finance leases. Finance leases are capitalised at commencement of the lease as
assets at the fair value of the leased asset or, if lower, the present value of the minimum lease
payments calculated using the interest rate implicit in the lease. Where the implicit rate cannot
be determined the Company's incremental borrowing rate is used.  Incremental direct costs
incurred in negotlatlng and arranging the lease, are included in the cost.

Assets are depreciated over the shoner of the lease term and the estimated useful Ilfe of the
asset. Assets are assessed for impairment at each reporting date.

The capital element of lease obligations is recorded as a liability on inception of the

" arrangement. Lease payments are apportioned between capital repayment and finance charge,
using, the effective interest rate method, to produce a constant rate of charge on the balance of
the capital repayments outstanding.

17
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Notes to the financial statements (continued)

3. Summary of significant accounting policies (continued)

I. Leased assets (continued)

(i) Operating leased assets

Leases that do not transfer all the risks and rewards of ownership are classified as operating
leases. Payments under operating leases are charged to the profit and loss account on a
straight-line basis over the period of the lease.

m. Impairment of non-financial assets

_ At each balance sheet date non-financial assets not carried at fair value are assessed to determine
whether there is an indication that the asset may be impaired. If there is such an indication the
recoverable amount of the asset is compared to the carrying amount of the asset.

The recoverable amount of the asset is the higher of the fair value less costs to sell and value in use.
Value in use is defined as the present value of the future cash flows before interest and tax obtainable as
a result of the asset’s continued use. These cash flows are discounted using a-pre-tax discount rate that
represents the current market risk-free rate and the risks inherent in the asset. '

If the recoverable amount of the asset is estimated to be lower than the carrying amount, the carrying
amount is reduced to its recoverable amount. An impairment loss is recognised in the profit and loss
account unless the asset has been revalued when the amount is recognised in other comprehensive-
income to the extent of any previously recognised revaluation. Thereafter any excess is recognised in
profit or. loss. :

If an impairment loss is subsequently reversed, the carrying amount of the-asset is increased to the

revised estimate of its recoverable amount, but only to the extent that the revised carrying amount does -~
not exceed the carrying amount that would have been determined had no impairment loss been

recognised in prior periods. A reversal of an impairment loss is recognised in the profit and loss account.

n. Investments

Investment in subsidiary companies is held at cost less accumulated impairment losses.

0. Inventories

Inventories are stated at the lower of cost and net realisable value.

Cost includes materials, direct labour and an attributable proportion of manufacturing overheads based on
normal levels of activity. Net realisable value is based on estimating selling price, less further costs
expected to be incurred to completion and disposal. Provision is made for obsolete, slow-moving or
defective items where appropriate. Standard costs are used to, value stock.

Racing cars have an expected life of one year and all expenditure on the production and maintenance of
such cars is charged to profit and loss account during the racing season in which the racing car is used.
The board considers that research and development continues to play a vital role in the Company’'s
success. The Company carries forward to the following year certain development costs incurred in the
current year which relate to the production of next season’s racing car.

The directors consider this policy to be appropriate because the considerable and valuable effort
expended in preparing a racing car is recognised as an asset and charged in the period in which the
corresponding racing arises and benefit is therefore derived.

' p. Cash and cash equivalents

Cash and cash equivalents include cash in hand and bank overdrafts.

Bank overdrafts are shown within borrowing in current liabilities.
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"3. Summary of significant accounting policies (continued)

q. Provisions and contingencies

Provisions are recognised when the Company has a present legal or constructive obligation‘as a result of
past events; it is probable that an outflow of resources will be required to settle the obligation; and the
amount-of the obligation can be estimated reliably,

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognised as a
finance cost.

r.  Financial instruments ' -

The Company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial instruments.

(iy Financial assets

Basic financial assets, including trade and other receivables (except for prepayments) and cash
and bank balances are initially recognised at transaction price. Such assets are subsequently
carried at amortised cost using the effective interest method. At the end of each reporting period
financial assets measured at amortised cost are assessed for objective evidence of impairment.
If an-asset is impaired the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the assets original effective interest rate.
The impairment loss is recognised in profit or loss. '

Financial assets are derecognised when (a) the contractual rights to the cash flows from the
asset expire or are settled, or (b) substantially all the risks and rewards of the ownership of the
asset are transferred to another party or (c) despite having retained some significant risks and
rewards of ownership, control of the asset has been transferred to another party who has the
practical ability to unllaterally sell the asset to an unrelated third party without imposing additional
restrictions.

(i) Financial liabilities

Basic financial liabilities, including trade and other payables (except for deferred income), bank
loans and loans from fellow Group companies are initially recognised at transaction price, unless
the arrangement constitutes a financing transaction, where the debt instrument is measured at
the present value of the future receipts discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, usmg the effective interest rate
method

Fees paid on the establlshment of loan facilities ‘are recognised as transaction costs of the loan
to the extent that it is probable that some or all of the facility will be drawn down. In this case,
the fee is deferred until the draw down occurs. To the extent there is no evidence that it is
‘probable that some or all of the facility will be drawn down, the fee is capitalised as a
prepayment for liquidity services and amortised over the period of the facility to which it relates. .

Trade payables are obligations to pay for goods and services that have been acquired in the
ordinary course’ of business from suppliers. Accounts payable are classified as current liabilities
if payment is due within one year or less. If not, they are presented as non-current liabilities. .
Trade payables are recognised initially at transaction price and subsequently measured at
amortised cost using the effective interest method.

14
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3. Summary of significant accounting policies (continued)

r. Financial instruments (continued)
(i) Financial liabilities (continued)
Derivatives, including forward foreign excharige contracts, are not basic financial instruments.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into
and are subsequently re-measured at their fair value. Changes in the fair value of derivatives
are recognised in the profit and loss in finance costs or finance income as appropriate. Financial
liabilities are derecognised when the liability is extinguished, that-is when the contractual
obligation is discharged, cancelled or expires.

(i) Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial
statements when there is a legally enforceable right to set off the recognised amounts and there
is an intention to settle on a net basis or to realise the asset and settle the Ilabnllty
simultaneously. ’ :

s. Share Capital

" Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares or options are shown in equity as a deduction, net of tax, from the proceeds.

t. Related party transactions

The Company discloses transactions with related parties which are not wholly owned within the same
group. It does not disclose transactions with members of the same group that are wholly owned.

4. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 3, the directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and .
liabilities that are not readily apparent from other sources.

_ Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances. Revisions to accounting estimates are recognised in the ‘period in which the estimate is
revised if the revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods. '

The directors have considered the areas of judgement and estimation and believe the oniy area of
significance in preparing the Company’s financial statements is the valuation of Heritage assets, details of
“which can be found in note 3k.
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5. Operating (loss)/profit

- e . - _ 2016 2015
Operating (loss)/profit is stated after charging/(crediting) © £000 £000
Depreciation | ©3M3 3307
Operating lease rentals " ‘ ' : / 7,147 - 7,200
Auditor's remuneration — audit of these financial statements . ! : 30 25

- Loss/(profit) on disposal of fixed assets - - 129 - (304)
Profit on disposal of subsidiary ' "~ {1,606) .
6. Employeés and directors
Employees
2016 2015
, _ £000 . - £000
Employee costs during the year: ' '
Wages and salaries ' ' ‘ - . 42,464 40,387
Social security costs 5118 4,860
Other pension costs ‘ . 1,457 “1,633

49,039 = 46,780

The average monthly number of persons (including executive directors) employed by the Company during
the year was: ‘ .

. 2016 2015
. ' Number Number
Production , 329 315
Design & Engineering 255 257
Administration o ' . 91 96
: 675 668
Directors
The directors’ emoluments were as follows: ‘ ég;g ég;g
" Aggregate emoluments ' : 1,589 874
Pension contributions , A _ ' 14 . 82
1,603 956
2016 2015
Number Number
Number of directors who are members of a defined contribution pension 2 2

scheme
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6. Employees and directors (continued)

The amounts set out above include remuneration in respect of the hlghest

paid director as follows:
Emoluments
Pension.

R Dennis and T Murnane were also directors of other group companies and their remuneration for

McLaren Racing Limited

Annua/ report and financial statements

31 Decemb‘er 2016

2016 2015
£000 £000
- 1,174 595 |
3 40
1,177

635

services to the group have been borne by the holding company. The share of the total emoluments of

these directors allocated in respect of services to this company is £218,519 (2015: £630,992). -

7. Netinterest

(a) Interest receivable and similar income
On group loans
Net exchange gain

8. Tax on (loss)/profit
(a) Tax expensel/(income) included in profit or loss

" Current tax:
- UK corporation tax on profits for the year at 20% (2015: 20.25%)
- Foreign corporation tax on profits for the year
- Adjustments in respect of prior years

Total current tax

Deferred tax:

- Origination and reversal of timing differences
- Adjustments in respect of prior years -

" - Impact of change in tax rate

Total deferred tax (see note 18)

Tax on (Iosé)/profit'

2015

o 2018
£000 £000
80 39
725 262
805 301
2016 2015
© £000 ° £000
337 55 -
45 30
(43) 813
339 898
(730) . 1,122
91 (584)
974 353
335 8391
674 1,789
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8. Tax on (loss)/profit (continued)

. , 2016 .
(b) Tax income included in other comprehensive income £gog ég;g
Deferred tax:
- Origination and reversal of timing differences ' ' - (25)
- Impact of change in tax rate . (700} (1,401)
Tax income included in other comprehensive income . (700) (1,426)

(c) Reconciliation of tax charge:

The current tax charge for the year is higher (2015: higher) than the standard rate of corporation tax in
the UK of 20% (2015: 20.25%). The differences are explained below:

2016 2015

. , £000 £000
(Loss)/profit before taxation ) . _ (2,567) 5213
(Loss)/profit muitiplied by the standard rate of tax in the UK of 20% (2015: .
20.25%) ) ' (513) 1,085
‘Effects of: ' ’
- Income not subject to tax - (12)
- Expenses not deductible for tax purposes 1 : 22 151
- Adjustments in respect of prior years ' 48 - 228
- Re-measurement of deferred tax — change in UK tax rate 1,117 367
Tax charge for year .. 674 1,789

" (d) Tax rate changes

In March 2015, the UK corporation tax rate was reduced from 20% to 19%, effective for the three years
- from 1 April 2017 to 31 March 2020. In March 2016, the UK corporation tax rate was further reduced to
17%, effective from 1 April 2020. Deferred tax balances at 31 December 2015 and 31 December 2016
are measured at the rate at which they are expected to reverse.

td
L
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9. Tangible assets ' . -

Leasehold ) .
Premises Plant, Fixtures, Assets
* and  machinery, ' Fittings in the
Improve- tools and Motor and office course of ’
ments equipment vehicles equipment  construction Total
£000 £000 _£000 £000 £000 " £000

Cost or valuation: ) -
At 1 January 2016 ) 224 34,021 6.888 22,732 349 . 64,214
Additions - 898 - 916 185 1,999
Transfers . ‘ - - 349 . - (349) C
Disposals ! (700) . (1 - (701)
At 31 December 2016 224 34,568 6,888 23,647 185 65,512
Accumulated depreciation:"
At 1 January 2016 ' 224 27,351 6417 14,932 - 48,924
Charge for the year . - 1,444 118 1,551 - 3,113
Disposals ' . (570) - = - (570)
At 31 December 2016 . 224 28,225 T 8,535 o 16,483 . - 51,467
Net book value:
At 31 December 2016 : - 6,343 353 7,164 - 185 14,045
At 31 December 2015 - B 6,670 471 7,800 349 15,290

The net carrying amount of assets held under finance leases included in plant, machinery, tools and
equipment is £488,000 (2015; £610,000).

’

10. Heritage assets

Historic
Cars
£000
Cost and Net book value: ‘
At 1 January 2016 - 76,700
Additions ‘ . C - 225

At 31 December 2016 . : h C 76,925
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10. Heritage Assets (continued) |

Five year financial summary of heritage asset transactions:

2016 . 2015 2014 - 2013 2012
£000 -£000 £000 ' £000 £000
Additions 225 225 300 300 300
Disposals:
Carrying value - -125 . - - -

Sales proceeds o - 600 - - . -

McLaren Racing Limited has a collection of heritage vehicles, made up of 150 racing cars, 6 F1 road cars,
4 historic vehicles and 20 spare F1 racing car monocoques. The collection is held in several locations; at
the McLaren Technology Centre, most of which is on display to visitors and employees; on display at
Donmgton Park Race Circuit; at McLaren Automotive Dealerships; and the remainder is held in secure
storage. These assets are he)d on the balance sheet at cost.

Under prewous UK GAAP the Company had a policy of revaluing Heritage assets every 5 years. On
transition to FRS 102 the Company elected to follow the cost model and use the previous revaluation at
31 December 2013 as the deemed cost for the assets. Heritage assets are stated at cost less
accumulated impairment losses. Cost includes -any costs that are directly attributable to bringing the asset
to its working condition for its intended use. The vehicles are maintained by the business on a regular
basis with maintenance costs being charged to the profit and loss account when incurred. The cars are
deemed to have indeterminate lives and the directors do not therefore consider it appropriate to charge
depreciation.

In addition, McLaren Racing Limited has a collection of racing memorabilia, including trophies and
helmets, which the directors have not sought to value and is therefore not recognised on the balance
sheet.

11. Investments

Shares in
group
companies
£000

Cost:
At 1 January 2016 : ' , ) . i
Disposals . (1)

At 31 December 2016

Net book value:
At 31 December 2016

At 31 December 2015

i

favd
A
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“11. Investments (continued)

The subsidiaries are:

Name Principal activity % Holding Nominal value
’ Ordinary .
share capital

McLaren Electronic Systems Limited Dormant . 100% - £1
McLaren Grand Prix Limited Dormant ’ 100% 5;1
McAllico Limited (Formerly McLaren Distributor of . .

GT Limited) Mcl.aren GT cars 100% £1
MclLaren International Limited Dormant 100% 4 £1

Trysome Limited ; Dormant 100% ) £2

All compames are incorporated in the United Kingdom and the registered office is: McLaren Technology
Centre, Chertsey Road, Woking, Surrey, GU21 4YH. .

Disposals

The company disposed of its 55% investment in Absolute Taste Limited (Nomlnal value £550) and
Absolute Taste SA (Nominal value CHF 55,000) on 30 December 2016, recognising a gain of
£1,606,010.

Shares in Group undertakings /

‘In the directors’ opinion, the aggregate net value of the subsidiaries is not less than their aggregate cost. -
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12. Inventories .

2016 2015
£000 £000
Racing car development costs 23,706 19,1?7
Raw materials and consumables 2,392 1,716
Work in progress - 54
26,098 20,887
13. Debtors
2016 2015
£000 £000
Trade debtors 2,505 870
Amounts owed by group undertakings 16,145 12,184
" Amounts owed by related parties (note 22) 1 366
Other debtors 24,046 15,533
Prepayments and accrued income 1,569 2,397
44,266 31,350

£

Amounts owed by group undertakings include business transactions, on an arm’s length basis, and group
loans. Group loans attract interest at 2.5% above Bank of England base rate, are unsecured, and

. repayable on demand.

Amounts owed by related parties include business transactions, on an arm’s length basis. The amounts

are interest free, Unsecured and repayable on demand.

¢
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14. Creditors — amounts falling due within one year
2016 2015
£000 £000
Obligations under finance leases (see note 16) ‘ 138 134
Trade creditors ' 5,976 4744
Amounts owed to group undertakings (see note 16,577 10,892
16) ’
Amounts owed to related parties'(see note 22) : . ‘ . - 14
Taxation and social security . ! 2,290 1,452~/
Other creditors . ' 1,102 65 -
Accruals and deferred income _ 44,538 33,149
. : _ 70,621 50,450

15. Creditors — amounts falling due after more than one year

2016 2015
£000 £000
Obligations under finance leases (see note 16) . '. 369 520
369 520
16. Loans and other borrowings
2016 2015
. £000 + £000
Obligations under finance leases - o 507 654
Amounts owed to group undertakings 16,577 10,892
Amounts owed to related parties (see note 22) ‘ - 14
17,084 11,560
Finance leases
" The future minimum finance lease payments-are as follows:
2016 2015
£000 £000
Not later than one year 164 164
1 Later than one year and not later than five years ' 369 533
Total gross payments : 533 . 897"
Less finance charges g , . : (26) (43)
~ Carrying amount of liability 507 654
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16. Loans and other borrowings (continued)
Finance leases (continued)

“The finance leases relate to high performanf:e and precision cdttmg tools.. When the cutting tools lease
terminates in 2020 the title of goods will pass following final payment under the contract and settlement of

a nominal option to purchase fee

" Amounts owed to group undertakings

Amounts owed to group undertakings include business transactions, on an arm'’s length basis, and group
‘loans. Group loans bear interest at Bank of England base rate, are unsecured and are repayable on

demand.
Amounts owed to related parties

Amounts owed to related parties include business transactions, on an arm’s length basis. The amounts
are interest free, unsecured and repayable on demand. «

17. Provisions for Iiabilitiee

2016 2015
£000 £000
Deferred tax liability (note 18) : L 3,83 3,896
At 1 January 3,896 4,431
Credited during the year (365) (535} -
At 31 December 3,531 3,896
18. Deferred tax
. The deferred tax liability consists of the following deferred tax Iiabilities/(assetsy):
2016 2015
£000 £000
Depreciation in excess of capital allowances - 1,109 - 1,125
" Revaluation of tangible assets 11,905 12,606
Other timing differences (198) (203)
Trading losses carried forward (9,285) (9,632)
3,531 3,896

The deferred tax liability expected to reverse in 2017 totals £68;000 (2016: £290,000). This primarily
relates to the revaluation of tangible assets.

(1%
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19. Called up share capital and other reserves

31 December 2016

2016 2015
£000 £000
Authorised, called up and fully ;Said
50,150 (2015: 50, 150) ordinary shares of £1 each 50 50
The Company has one class of ordinary shares which carry no right to fixed income.
Revaluation Retained
reserve ‘earnings
£000 £000
At 1 January 2016 f : . 57,427 31,953
~ Charged to profit and loss account ) 700 (3,241)
28,712 °

At 31 December 2016 58,127

20. Financial commitments

At 31 December, the Company had the following future minimum lease payments under non-cancellable

operating leases for each of the following periods:

2016 2015
£000 £000
Payments due: »
Not later than one year ) 6,180 6,435
Later than one year and not later than five years ’ - -
Later than five years o . -
) . , . 6180 6,435

21. Contingent liability

" McLaren Racing Limited is party to an unlimited cross company guarantee securing all monies due, or to
become due, in respect of the overdraft and loan facility provided to McLaren Technology Group Limited
by its bankers. As at 31 December 2016 the balances guaranteed were £64,750,000 (2015:.£86,000,000).

McLaren Racing Limited has given guarantees in favour of third parties. As at 31 December 2016, the
balances guaranteed were CHF 100,000 (2015: CHF 100,000) in favour of Tribunal De Premiere Instance;
£110,000 (2015: £110,000) in favour of HM Revenue and Customs; and EUR 16,873 (2015: 16,873) in

favour of Dresdner Bank AG.
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22. Related party transactions

Transactions with related companies during the year were as'follqws:

Sales to related parties

Absolute Taste Limited

Logically Applied Solutions Limited

McLaren Automotive Limited

M Ojjeh

Amounts owed by related parties at 31 December

Purchases from related parties <
Absolute Taste Limited .

Amounts owed to related parties at 31 December

Balance
Year ended outstanding at
31 December 31 Decembe_r

2016 2016
£000 £000
7
2 {
e
Ba;ance

Year ended outstanding at
31 December 31 December

2016 ~ 2016
£000 £000

112 -

31 December 2016

\

Balance
Year ended outstanding at
31 December 31 December

2015 2015

£000 £000
44 324
- 5
56 23
14
366

Balance

Year ended outstanding at
31 December 31 December

2015 2015

£000 £000
2,188 14
14

In certain circumstances the Company facilitates the payment of transactions on behalf of related parties,-
and these are then transferred at cost. Due to the nature of these transactions, no cost or income is
reported however in some cases there is a year-end receivable. -

Other than the transactions disclosed above the Company'’s other related party transactions were with
wholly owned subsidiaries and so have not been disclosed. .

23. Ultimate parent company

During 2016 the Company’s immediate parent entity was McLaren Technology Group, which was also the
parent undertaking of the largest and only group which included the company and for which group

financial statements were prepared.

Copies of the group financial stafements for McLaren Technology Group are available from Companies

House, Crown Way, Cardiff CF14 3UZ.

Ownership of McLaren Technology Group Limited at 31 December 2016 was as follows: 50% Bahrain

Mumtalakat. Holding Company, 25% Mr R Dennis and 25% TAG Group Limited.

On 20 July 2017, the Group was restructured, and a new ultimate holding company created called

McLaren Group Limited — refer note 24.

Ownership of McLaren Group Limited is as follows: 62.55% Bahrain Mumtalakat Holding Company,
15.89% TAG Group Limited, 6.40% Favorita Limited, 6.40% Perlman Investments Limited, 5.81% McKal

Holdings Limited, 2.94% Acanitt Limited.

for
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24. Subsequent events

On 20 July 2017, the shareholders of both McLaren Technology Group and McLaren Automotive Limited
combined both groups under a newly formed company McLaren Holdings Limited, which is owned 100%
by the newly formed ultimate parent company McLaren Group Limited. A new financing arrangement was
put in place at-a holding company level through issuance of a § year high yield bond worth circa £560m,
with the funds used to buy out one of the shareholders,-pay down existing bank loan facilities and leave a
cash surplus of circa £99m. A new revolving credit facility for £90m was also put in place.

¥
2%



