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McDoneId’s Real Estate LLP.

" Partnership Registered No: OC303157

Strategic report

Principal activities and review of the business

The principal purpose of McDonald’s Real Estate LLP is to undertake activities including acquiring,
holding, managing and disposing of assets including properties and investments.

Turnover,comprises intra-group recharges made to McDonald’s Restaurants Limited for its use of
company properties over the normal course of business. There are two elements to the recharges; for
leasehold properties the amount equates to the third party rental cost w1th no further mark-up, and for
freehold properties it is based on a fixed percentage of turnover.

Therefore, results are in part dependent on the performance of stores operating within McDonald’s
Restaurants Limited. Turnover decreased by £0.5m to £90.7m, which reflects the reductions in the size of
the property portfolio within the company which were. offset by growth in sales at stores operated by
McDonald’s Restaurants Limited.

Results

_The Limited Liability Partnership (‘the LLP’) made a profit for the year, after taxation, of £599.1m (2017
— £49.6m). Included in this amount is a d1v1dend received from McDonald’s Restaurants Limited of '
£554 6m (2017 - £m|)

- Future developments

- The level of business and the period end financial position remains satisfactory for both the LLP and its
subsidiary and the members are confident of the strength of the business for the foreseeable future.

Key performance indicators

McDonald’s Corporation Inc., the ultimate parent undertaking, manages its KPIs at a segment and
geographical level. These KPIs are discussed within the financial statements of McDonald’s Corporation
Inc., which are publicly available. As a result, the members have taken the decision not to disclose KPIs in -
these financial statements, as they are not necessary to understand the performance or position of the
company. :

‘Principal risks and uncertainties

The partnership’s main.business activity is to lease investment property to McDonald’s Restaurants
Limited, and therefore all risks and uncertainties facing the LLP are intrinsically linked to McDonald’s
‘Restaurants Limited. The members deem the key risks to the LLP to be the ability of McDonald’s
Restaurants Limited to meet its debts to the LLP as they fall due, and the effect on the LLP of McDonald’s
Restaurants Limited ceasing to lease and operate within its premises.

The principal risks and uncertainties of McDonald’s Restaurants Limited are discussed by its directors
within its own financial statements. :

The members continue to assess the risk arising from the United ngdom s planned ex1t from the
European Union, and will respond to any arising risk as necessary. . :
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Strategic report (continued)

Financial risk management objectives and policies

The LLP uses various financial instruments including cash, trade debtors, trade credltors and. amounts due .-

to and from group undertakings that arise directly from its operations.

The existence of these financial instruments exposes the LLP to a number of financial risks, which are
described in more detail below. : :

The main risks arising from the LLP’s financial instruments are. interest rate risk and liquidity risk.

The members review and agree policies for managing each of these risks and they are summarised below.
These policies have remained unchanged from previous years.

Liquidity risk L,

The LLP seeks to manage financial risk by ensuring sufficient liquidity is available to meet foreseeable
needs and to invest cash assets safely and profitably. The LLP’s policy throughout the year has been to

achieve this through management’s day to day involvement in business decisions rather than settmg
maximum or minimum liquidity ratios. ' :

Interest rate risk

The LLP finances its operations through a mixture of retained profits, inter-group borrowings and an
overdraft facility. The interest rate risk on these borrowmgs is managed by the LLP’s ultimate parent
undertaking, McDonald’s Corporation Inc.

On behalf of the members 30 September 2019

Paul Pomroy

Director of McDonald’s Real Estate Company No.l lelted and McDonald s Real Estate Company No. 2
Limited




“McDonald’s Real Estate LLP

Members’ report

The members present their report and financial statements for the year ended 31 December 2018.

Going concern

The balance sheet shows a net asset and net current asset position and after making enquiries, the members
have a reasonable expectation that the LLP has adequate resources to continue in operational existence for =
the foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing the annuat
report and financial statements.

The ultimate parent undertaking has given a written undertaking that it will continue to support the LLP to
allow it to meet its liabilities as they fall due.

Members and their interests

The two members of the LLP are McDonald’s Real Estate Company No. 1 lelted (MREC]) and
McDonald’s Real Estate Company No. 2 Limited (MREC2). :

Each member’s share of and interest in the income and capital of the LLP shall equal that percentage of
* the aggregate Capital accounts of all the members constituted by such member’s Capital Account.

Political and charitable contributions
During the year, no charitable or political donations were made.

Financial instruments
Details of ﬁnanéial instruments are provided in the strategic report on page 3.

A Auditors
The auditors, Ernst & Young LLP are deemed to be reappointed under section 487(2) of the Compames

. Act2006.

On behalf of the members 30 September 2019

Paul Pomroy

Director of McDonald’s Real Estate Company No.1 Limited and McDonald’s Real Estate Company No 2
Limited -




McDonald’s Real Estate LLP _ :

Stetement of members’ responsibilities

The members are responsible for preparing the annual report and the financial statements in accordance
with apphcable law and regulations.

‘Legislation applicable to limited liability partnerships requires the members to prepare financial
statements for each financial year. Under that law the members have elected to prepare the financial
statements in accordance with United Kingdom generally Accepted Accounting Practice (United Kingdom
Accounting Standards and applicable law). Under the relevant legislation the members 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 LLP and of the profit or loss of the LLP for that period. In preparmg those financial statements, the
members are requ1red to: .

*  select suitable accounting policies and then apply them consistently;
. make Jjudgements andestimates that are reasonable and prudent'

. prepare the financial statements on the gomg concern basis unless it is inappropriate to presume that
the LLP will continue in business. .

The members are responsible for keeping adequate accounting records that are sufficient to show and
explain the LLP’s transactions and disclose with reasonable accuracy at any time the financial position of
the LLP and enable them to ensure that the financial statements comply with the Companies Act 2006 as
modified by the Limited Liability Partnerships (Accounts and Audit) (Application of Companies Act

12006) Regulations 2008. They are also responsible for safeguarding the assets of the LLP and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.




Independent auditor’s report
to the members of McDonald’s Real Estate LLP

Opinion

We have audited the financial statements of McDonald’s Real Estate LLP for the year ended 31 December -
2018 which comprise the Income Statement, the Statement of Financial Position and the related notes 1 to
18, including a summary of significant accounting policies. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice), including FRS 102 ‘The Financial Reporting

Standard applicable to the UK (United Kingdom Generally Accepted Accounting Practice).

- In our opinion the financial statements:

> give atrue and fair view of the state of the limited liability partnership’s affairs as at 3 1"December
2018 and of its profit for the year then ended;

»  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
' Practice; including FRS- 102 ‘The Financial Reporting Standard applicable to the UK; and

> have been prepared in accordance with the requlrements of the Compames Act 2006 as applied to
limited liability partnershlps

Basis for opinion

We conducted our audrt in accordance with Intematlonal Standards on Auditing (UK) (ISAs (UK)) and

" applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report below. We are independent of
- the limited liability partnership in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, mcludmg the FRC’s Ethical Standard, and we have fulfilled our other

_ ethical responsibilities in accordance with these requirements.

We believe that the audit. ev1dence we have obtained is sufficient and approprlate to prov1de a basis for our
opinion. 4

+

Conclusions relating to goihg concern

We have nothing to report in respect of the following matters in re]atron to which the ISAs (UK) requrre us
to report to you where .

e the members use of the going concern basis of accountmg in the preparation of the ﬁnanc1al
statements is not appropriate; or
e the members have not disclosed in the financial statements any identified material uncertainties that
' may cast significant doubt about the limited hablhty partnership’s ability to continue to adopt the -
going concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.

Other information

The other information comprises the information included in the annual repo’rf set out on pages 2 to 4,
other than the financial statements and our audltor s report thereon. The members are responsible for the
other mformatlon

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance-conclusion thereon.

"In connection with our audit of the financial statements, our responsibility is to read the other information
" and, in doing so, consider whether the other information is materially inconsistent with the financial




Independent auditor’s report (continued)
to the members of McDona.Id’s Real Estate LLP

Other information (continued) .

statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine -
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement .
of the other information, we are requlred to report that fact. : _ . . '

We have nothing to report in this regard.

" Matters on which we are required. to report by exception

We have nothing to report in respect of the following matters in relation to which the Compaﬁies Act 2006
as applied to limited liability partnerships requires us to report to you if, in our opinion:

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

> the financial statements are not in agreement with the accounting records and returns; or

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

Respohsibilities of members |

As explained more fully in the Statement of members’ responsibilities set out on page 5, the members are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the members determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the members are responsible for assessing the partnership’s ability to
continue as a going concern, disclosing, as applicable, matters related to'going concern and using the
going concern basis of accounting unless the members either mtend to 11qu1date the parmershlp or to cease
operations, or have no realistic alternative but to do so.

Auditor’s reSponsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue ‘an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
_conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic dec1510ns of users taken on the
basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the

Financial Reporting Council’s website at https: //www frc. org. uk/auditorsresponsibilities. This descnptlon
forms part of our auditor’s report. : . .




Independent audito_r’s report (continued)
. to the members of McDonald’s Real Estate LLP-

Use of our report ‘

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

€ )oe vl naAs L/L/}l » -
Julie Carlyle (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Audltor
London -

& dt—f’fﬂ-Mu /)S'Lq




McDonald’s Real Estate LL‘P ‘ . , .

Income Statement
for the year ended 31 December 2018

2018 2017

Notes - £000 £000
Turnover ' o -2 90,706 . 91,172
Cost of sales : , (45,310)  (43,806)
Operating profit . : ' 3 - 45396 . 47,366
Investment income - ' B 4 554,621 -
Interest receivable /(payable and similar charges) 102 55 .
"Gain/ (lbss) on revaluation of investment property . ‘ . (1,060) 2,190 '
Profit on ordinary activities before taxation ~©599,059 - 49,611
Tax : : .5 - -

Profit for the financial year . ‘ . .599,059 49,611

All activities of thé partnership are regarded as continuing.




McDonald’s Real Estate LLP |

;

Statement of Financial Position
-at 31 December 2018 o .

Restated
. 2018 2017 )
. Notes £000 - £000
Non-current assets h . ] . ‘
Tangible fixed assets o 6 409,510 426,495
‘Investments ‘ 8 37,724 37,724
’ 447,234 464,219
Current assets . . .
Cash at bank and in hand '- ' 15072 14,974
Debtors S a 9 56,565 17,386
o ' ' o S 71,637 32,360
Creditors: amounts falliﬁg,due within one year .10 " (6,516) (27,40'1)
Net current assets ' S ' 65,121 4,959
Total assets less current liabilities o 512,355 469,178
. Provisions for liabilities . 1 (1,437) © (1,813)
Amountsbwing to members ’ 12 . - (389,043) " (573,826)
Netassets : : : 121,875  (106471)
~ Members’ interests '
Members’ capital ' 13 121,875 (106,471)

The ﬁnanciél statements were apprO\‘/ed by the members and authorised for issue on 30 September 2019
and signed on behalf of the members by:

Paul Pomroy

For and.on Behalf of the mémbers

10




McDonald’s Real Estate LLP

‘ .

Notes to the financial statements
_at 31 December 2018

1. Accounting policies

Basis of preparation

The financial statements of McDonald’s Real Estate LLP were authorised for issue by the members on 30
September 2019. The financial statements have been prepared in accordance with applicable accounting
standards and the Statement of Recommended Practice “Accounting by Limited Liability Partnerships’
(SORP 2017). The financial accounts have been prepared in sterling, which is the functional currency of
the company. Amounts have been shown to the nearest thousand pounds, unless otherwise stated.’

The financial statements are prepared under the historical cost convention.

The accounting policies adopted by the company are set out below.

Statement of compliance
McDonald’s Real Estate LLP is a limited liability partnership reglstered in England. The Registered office
is 11-59 High Road, East Flnchley, London N2 8AW.

The LLP’s financial statements have been prepared in compllance with FRS 102 for the year ended 31
December 2018.

Group financial statements -

The LLP is exempt from the requirements to prépare a group report and financial statements by virtue of
the Limited Liability Partnerships Regulations 2001 made under the Limited Liability Partnerships Act
2000. The financial statements therefore present information about the LLP as an individual undertaking,
and not about its group. '

Going concern

The balance sheet shows a net asset and net current asset position and is profitable. The members have a
reasonable expectation that the LLP has adequate resources to continue in operational existence for the
foreseeable future. Accordingly, they contmue to adopt the going concern basis in preparing the annual
report and financial statements. i

McDonald’s Real Estate LLP’s parent undertaking, McDonald’s Corporation Inc., has indicated its

willingness to support the LLP for the foreseeable future, by way of acting as a guarantor of the LLP’s

overdraft facility and has given a written undertakmg that it will continue to support the LLP to allow it to
. meet its liabilities as they fall due.

Statement of cash flows

McDonald’s Real Estate LLP has adopted the provisions of FRS 102. The LLP has therefore taken
advantage of the exemption in the Standard and has not prepared a statement of cash flow on the grounds
that it is a subsidiary undertaking and that the consolidated financial statements in wh1ch the company is
included are publicly available.

Judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the balance sheet date and the
amounts reported for revenues and expenses during the year. However, the nature of estimations means’
that actual outcomes could differ from those estimates. The following judgements (apart from those
involving estimates) have had the most significant effect on amounts recognised in the ﬁnanmal
statements. :

Revaluation of /nvestment properties

Freehold investment properties were valued by Montagu Evans LLP, an independent valuer with a
recognised and relevant professional qualification and with recent experience in the location and category
of the investment property being valued. Valuations were performed as at 31 December 2018 on the basis

11



McDonald’s Real Estate LLP <

Notes to the financial statements (continued)
A et 31 December 2018 '

1. Accounting policies (continued)
Judgements and key sources of estimation uncertainty (continued) '
of fair value in accordance with the Appraisal and Valuation Manual of The Royal Institution of Chartered
Surveyors.
The key assumptions epplied by the valuer are detailed in note 7.
Impairment of assets

Where there are indicators of impairment of individual assets, the company performs impairment tests based
on fair value less costs to sell or a value in use calculation. The fair value less costs to sell calculation is
based on observable market prices less incremental costs for disposing the asset. The value in use calculation
is based on a discounted cash flow model. The cash flows are derived from the budget for the next five
years. The recoverable amount is most sensitive to the discount rate used for the discounted cash flow model
and the growth rates used for extrapolation purposes.

Impairment of investments

Investments are held at cost less any provision for 1mpa1rment Where there are indicators of impairment,
the company performs impairment tests using a value in use calculation based on a discounted cash flow '
model. The cash flows are derived from the budget for the next five years. The recoverable amount is most
sensitive to the discount rate used for the discounted cash flow model and the growth rates used for
extrapolation purposes after the five-year period.

Onerous leases

Onerous leases are provided for when the company believes that the ,unavoidable costs of meeting or exiting
the lease obligation exceed the economic benefits expected to be received under the lease.

Revenue recognition
Revenue'is recognised to the extent that the Partnership obtains the right to consideration in exchange for
its performance. Revenue is measured at the fair value of the consideration received, excluding dlscounts
rebates VAT and other sales taxes or duty. :
Rema] income — revenue generated by renting properties.
Dividends . 4
Revenue is recognised when the Partnership’s right to receive payment is established.

. Property, plant and equipment and depreciation

All property, plant and equipment is held at cost. Depreciation is provided on all fixed assets other than
\ freehold land and long leasehold land, where the unexpired portion of the lease is longer than one hundred
' years. The rates used are calculated to write off the cost of each asset by equal annual instalments over its
expected useful life, as follows:

" Fréehold and long leasehold buildings - — 40 years
Long leasehold land - the last 100 years of the lease
Short leasehold land and buildings - 40 years or the unexpired portion of the lease

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in
- circumstances indicate the carrying value may not be recoverable.

Investment properties

In accordance with FRS 102, we valued all properties at fair value as at 31 Decémber 2017. However,
with the amendment to section 16 per the Triennial review 2017, we have elected to value all investment
property rented to another group entity at cost less accumulated depreciation and have re-classed these as
property, plant and equipment. The remaining properties'in investment properties are excess properties
and they continue to be valued at their fair value. As this is a change in accounting policy, we have applied

12



McDonald’s Real Estate LLP :
_w

Notes to the financial statements (continued)
at 31 December 2018 . '

1. Accounting policies (continued)
Investment properties (continued)

this retrospectively. A reconciliation from fair value to cost is reflected in note 17 of the financial
statements.

Investment properties are initially recognised at cost which includes purchase cost plus any attributable
expenditure. Investment properties are subsequently carried at fair value, with changes in fair value being
recognised in profit or loss. The company engaged independent valuation specialists to determine fair value
as at 31 December 2018 for all excess properties, as the other properties are now stated at cost less
depreciation in property, plant and equipment. The valuation was performed on the basis of fair value in
accordance with the Appraisal and Valuation Manual of The Royal Institution of Chartered Surveyors.

Investments

Investments are accounted for at the lower of cost or net realisable value.

The carrying values of investments are reviewed for impairment when events or changes in circumstances
indicate the carrying value may not be recoverable.

Capitalised interest

Interest incurred in the period during which assets are being prepared for their intended use by
McDonald’s Real Estate LLP is capitalised as part of the costs of the assets and amortised in accordance..
with the useful life of the related asset. Interest to be capitalised is based on the average monthly rate for
all borrowings. ‘

Leased equiplnent

Where assets are financed by lease agreements that give rights approximating to ownership, they are
included in fixed assets at amounts equivalent to cost as if they had been purchased outright. Leased assets
are depreciated over their expected useful life.

Rentals paid under operating leases are charged to income on a straight-line basis over the lease term.
Provisions for liabilities

A provision is recognised when the company has a legal or constructive obligation as a result of a past
event and it is probable that an outflow of economic benefit will be required to settle the obligation. -

Asset Retirement Obligations

Obligations associated with dilapidations are stated at the present value of any future liability. The present
value is most sensitive to the discount rate applied. .

A provision is recognised for asset retirement obllgatlon (over the length of the lease) and closed restaurants
to cover strip-out costs, ongoing lease costs and closure costs.

Taxation

Any charge to corporation tax arising on the profits of the LLP is a liability of the LLP’s corporate
members and is reflected in their financial statements.

Deferred taxation -

Deferred tax is recognised in respect of all timing differences that have originated, but not reversed, at the
balance sheet date, where transactions or events have occurred at that date that will result in an obligation
to pay more, or a right to pay less or to recelve more, tax, with the following exceptions:

e Provisions are made for deferred tax that would arise on remittance of the retained earnings of
overseas subsidiaries, associates and joint ventures only to the extent that, at the balance sheet date,
dividends have been accrued as receivable; and »

o Deferred tax assets are recognised only to the extent that the members consider that it is more likely
than not that there will be suitable profits from which the future reversal of the underlying timing
differences can be deducted.

13



McDonald’s Real Estate LLP
|

Notes to the financial statements (continued)
at 31 December 2018

1. Accounting policies (continued)
Deferred taxation (continued)

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date.

Deferred taxation is recognised in the financial statements of the corporate members of the partnership.

2. Turnover

Turnover represents income received from other group companies for rental of properties owned or leased
by McDonald’s Real Estate LLP.

3. Operating profit
This is stated after charging (through ‘Cost of sales’):

2018 2017
£000 £000
Auditors’ remuneration — audit services 10 14
Depreciation 20,826 23,645
Operating lease rentals — land and buildings 20,506 19,236
Loss on the routine disposal of fixed assets 129 128

4. Staff costs
McDonald’s Real Estate LLP did not have any employees in 2018 or 2017.

5. Tax

Income tax payable on the profits allocated to partners is the personal liability of the partners and hence is
not shown in these financial statements.

14



McDonald’s Real Estate LLP
1 " . ]

Notes to the financial statements (continued)
at 31 December 2018 ‘

6. Tangible fixed assets

Land and Plant and

buildings  equipment Total
£000 £000 £000

Cost:
At 1 January 2018 (restated) 676,168 545 676,713
Additions 3,293 15 3,308
Disposals (21,266) - (21,266)
Impairment loss (1,343) (1,343)
Revaluation of Investment Property (see note 7) (1,060) - (1,060)
Transfers from group companies 17,954 542 18,496
At 31 December 2018 673,746 1,102 674,848

Land and Plant and

buildings  equipment Total

£000 £000 £000

Depreciation:
At 1 January 2018 250,085 133 250,218
Provided during the year 20,728 98 20,826
Disposals (5,119) 67) (5,186)
Transfers from group companies (533) 13 (520)
At 31 December 2018 265,161 177 265,338
Carrying Amount:
At 31 December 2018 408,585 925 409,510
At 1 January 2018 426,083 412 426,495

All assets are made available to other group companies, normally through operating leases.
Asset transfers from group companies relate to land and building improvements funded by McDonald’s
Restaurants Limited for stores owned by McDonald’s Real Estate LLP.

Impairment is calculated when a loss-making store is identified. The value in use is calculated by a future
cashflow discounted using the company’s weighted average cost of capital, taking into account of any
expected reinvestments. When the value in use is less than the carrying amount, we recognise an
impairment loss.

15



McDonald’s Real Estate LLP

Notes to the financial statements (continued)
at 31 December 2018

6. Tangible fixed assets (continued)

The carrying amount of land and buildings consists of:

2018
£000
Investment Properties at Fair value (see note 7) 15,751
Other properties at Cost 392,834

Included in the carrying value of tangible fixed assets is capitalised interest as follows:

At 1 January 2018
At 31 December 2018

Restated
2017
£000

16,811

409,272

£000
4,082
3,707

The weighted average interest rate used for capitalising finance costs during the year was 3.25% (2017 —

3.30%).

7. Investment Property

Freehold investment properties were valued by Montagu Evans LLP, an independent valuer with a
recognised and relevant professional qualification and with recent experience in the location and category
of the investment property being valued. Valuations were performed as at 31 December 2018 on the basis
of fair value in accordance with the Appraisal and Valuation Manual of The Royal Institution of Chartered

Surveyors. The critical assumptions made relating to the valuation are set out below:

Investment Excess Portfolio Yields 2018

%
Office 5.50-9.50
Retail 3.25-8.00
Residential N/A

2017
%

5.00-9.50
3.25-8.00
4.50

16



McDonald’s Real Estate LLP
. |

Notes to the financial statements (continued)
at 31 December 2018

7. Investment Property (continued)

Movements in the fair value of investment properties are as follows:

£000

Fair Value:

At 1 January 2018 16,811

Surplus on valuation (1,060)

At 31 December 2018 15,751

The historical cost of investment properties held at fair value is as

) £000
follows:

At 1 January 2018 9,208

At 31 December 2018 9,208

8. Investment in subsidiary undertakings
£000

Cost and Carrying Amount:

At 1 January 2018 and at 31 December 2018 37,724
McDonald’s Real Estate LLP has a wholly owned subsidiary, McDonald’s Restaurants Limited.
Principal activity
The company’s principal activity is the franchising and operation of a chain of limited menu quick service
restaurants.

McDonald’s Restaurants Limited is incorporated in England and Wales and operates in the United
Kingdom.

No investments are listed.

17



McDonald’s Real Estate LLP
1

Notes to the financial statements (continued)
at 31 December 2018

9. Debtors
2018 2017
£000 £000
Amounts due from fellow subsidiary undertakings 37,207 -
Amounts due from parent undertakings 17,087 12,358
Trade debtors - 643
Prepayments 2,271 4,385

56,565 17,386

All of the above amounts are receivable within one year.

10. Creditors: amounts falling due within one year

2018 2017
£000 £000
Amounts due to parent undertakings 2,603 2,593
Amounts due to subsidiary - 22,083
Amounts due to affiliate 1,996 -
Accruals 1,917 2,725
6,516 27,401
11. Provisions for liabilities
£000
At 1 January 2018 1,813
Arising during the year 889
Utilised during the year (1,265)
At 31 December 2018 1,437
£000
At 1 January 2017 2,348
Arising during the year -
Utilised during the year (535)
At 31 December 2017 1,813

Restaurant closure costs

A provision is recognised for closed restaurants to cover strip out costs, ongoing lease costs and any
additional closure costs.

18




McDonald’s Real Estate LLP

12.

13.

Notes to the financial statements (continued)
at 31 December 2018

Amounts due to members

The two members of the partnership are McDonald’s Real Estate Company No. 1 Limited (99.73% of
voting rights) and McDonald’s Real Estate Company No. 2 Limited (0.27% of voting rights).

The movements in this liability are shown in the table below:

At 1 January 2017
Profit for the year
Distributed to members
At 31 December 2017

Profit for the year
Distributed to members
Reserves brought forward adjustments

At 31 December 2018

The profit for the year comprises of the following:

Realisable income
Revaluation of investment property

Share of
profit
Liability
£000
526,415
47,421

573,836

599,059
(554,621)
(229,231)

389,043

2017
£000
47,421
2,190

2018
£000
600,119
(1,060)

599,059 49,611

Where unsettled, realisable income is recognised as receivable in the financial statements of the members.

Members’ interests

At 31 December 2017 (restated)
At 31 December 2018

Members’
capital
£000

(106,471)
121,875
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14.

‘McDonald’s Real Estate LLP

Notes to the financial Stafements (continued)

at 31 December 2018

Lease commitments

McDonald’s Real Estate LLP has annual commitments under non-cancellable operating leases for land -
- . and buildings as follows: .

Ve

- Leases expiring within one year

- 15.

16.

17.

Leases expiring in one to five years

- Leases expiring in more than five years

2018 2017
£000 £000
576 2,248
5308 5,589
12,249 13,535
18,133 21,372

Related party transactlons

Ultimate parent undertaking and controlling.party

" McDonald’s Real Estate LLP has taken advantage of the exemptlon in FRS 102 not to disclose related’
" party transactions as 100 per cent of the votmg rights are controlled within the Group.

The immediate parent undertakings are McDonald’s Real Estate Company No. 1 Limited and McDonald’s

Real Estate Company No. 2 Limited.

The smallest and largest group in which the results of the LLP are consolidated is headed by the LLP’s
ultimate parent undertakmg and controlling 'party, McDonald’s Corporation Inc., incorporated in the
United States of America. Copies of McDonald’s Corporation’s financial statements can be obtained from

N

110 North Carpenter Street, Chicago, Illinois 60607, USA. -

Amendment to Investment Properties

The entity adopted the Triennial review 2017 amendments to Section 16 (FRS102.BC.B16.3), which
introduced an accounting policy choice for entities that rent investment property to another group entlty,
and the company has elected to transfer these properties to fixed assets and has applied the cost model in
accordance with Section 16. As this is a change in accounting policy, this has been applied retrospectlvely

The impact of this is as follows:

Reconciliation of profit and loss for the year ended 31 December 2017

Profit for the.year ended 31 December 2017 under previous accounting policy
Depreciation for 2017 '

Removal of fair value of 2017 investment property

Profit for the year ended 31 December 2017 fpstated

£000s
79,054

. (17,933)

(11,510)

49,611 ~
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McDonald’s Real Estate LLP :
L+ ... |

Notes to the financial statements (continued)
at 31 December 2018

17. Amendment to Investment Properties (continued)

Reconciliation of ‘member's capital’ for the year beginning 1 January 2017 ‘

: A i £000s
Member's capital at 1 January 2017 109,269
Historic depreciation expense : ' (29,002)
2018 opening balance adjustment for fixed assets cost ) : (203,664)
Movement of excess properfy uplift to a property revaluation reserve 2,190
Member's capital at 1 January 2017 restated : (121,207)
‘Removal of fair value of 2017 disposal ' : - 1,072
Historic 2004 revaluation correction : ' 13,664
Member's capital at 31 December 2017 restated : (106,471)
Reconciliation of ‘amounts due to members’ for the year ended 31 December 2017
‘ N A £000s
Amounts due to members at 31 December 2017 under previous accounting policy . 605,469
Depreciation for 2017 . (17,933)
" Removal of fair value of 2017 investment property (11,510)
Movement of excess property uplift to a property revaluation reserve ' (2,190)
Amounts due to members at 31 December 2017 restated 573,836
Reconciliation of ‘tangible assets’ for the year ended 31 December 2017
A ' £000s
Tangible assets at 31 December 2017 under previous accounting policy - 673,868
2018 opening balance adjustment for fixed assets cost (203,664)
Removal of fair value of 2017 investment property which are now in tangible assets (10,438)
Historic depreciation expense ’ : . Cos (29,002)
Depreciation for 2017 - ) o (17,933)
* Tangible assets at 31 December 2017 restated - : ' 412,831
Historic 2004 revaluation correction | A ' 13,664
_ Tangible assets at 31 December 2017 after historic correction ' - 426,495
Reconciliation of ‘investment properties’ for the year ended 31 December 2017
. : ' ) : £000s .
Investment properties at 31 December 2017 under previous accounting policy 504,777
Removal of fair value . (490,156)
Movement of excess property uplift to a property revaluation reserve : A 2,190

Investment properties at 31 December 2017 restated . 16,811
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' McDonald’s Real Estate LLP |

Notes to the financial statements (continued)
~ at 31 December 2018 '

18. Historic revaluation correction

During the year, we identified that the 2015 revaluation amount recognised did not take into consideration
the 2004 revaluation and therefore, understated the fair value of the investment properties, which is

~ classed under land and buildings in fixed assets: This has been corrected in 2018, and the impact of this
can be seen in note 17. ' ‘ :




