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BMW (UK) Capital plc
Strategic Report

The directors present their reports and financial statements for the year ended 31 December 2013

The princtpal activity of the company s to raise funds in the financial markets and prowide inter-company
funding for BMW Group companies, principally but not exclusively BMW Group comparues in the United
Kingdom The company manages UK BMW Group compartes’ financial nsks, primarnly by entenng into
financial denvatives The company acts as a guarantor for UK BMW Group companies and provides all
treasury services as required

The company's profit or loss anses principally from the net interest maigin chaiged on deposits and
horrowings as well as from the fair value gain or loss on denvatve financial instruments These denvalives are
entered into n order to hedge the market nsk to which the company 1s exposed when making deposits to
BMW Group companies and taking up funds internally and on the capital markets Since a number of these
financial instruments do not qualify for fairvalue hedge accounting under International Financial Reporting
Standards, the company 1s exposed to the volatiity of changes in the fair value of such instruments inits
income statement whereas the underlying items are shown at amortised cost The management of the
company believes that the instruments entered into nevertheless constitute an economic hedge of the
company's risks

The company 1s subject to the internal control system of the BMW Group which 1s aimed at ensunng the
effectiveness of operations It makes an important contribution towards ensunng comphance with applicable
laws as well as providing assurance on the propriety and reliabnlity of inteinal and external financial reporting
It 1 therefore a significant factor in the management of process risks The principal features of the nternal
control system, in so far as they relate to the financial reporting processes, are described below

The rnisk management system is an integral part of the internal control system and 1s therefore not referred to
nthis section

One of the elements of the internal contiol system is the area of “Information and Communication”, which
ensures that all nformation necessary to achieve the objectives set for the internal control system s made
avallable 1in an appropriate and bimely manner 1o those respensible The iegunements relating to the provision
of nformation relevant for financial reporting at the level of BMW AG, ather consolidated Group entities and
the BMW Group are primarnly set out in erganisational manuals, in guidelines covering intemal and exteinal
financial reporting issues and i accounting manuals These instructions, which can be accessed al all levels
via the BMW Group's intranet system, prowide the framework far ensuring that the relevant rules are appled
consistently acioss the Group The guality and relevance of these instructions 1s ensured by regular review as
well as by continuous communication between the 1elevant departments

All financial reporling processes are structured in organisationat terms in accordance with the principle of
segregation of duties These structures as well as ngorous application of the pnnciple of dual contro! allow
errors to be dentified at an early stage and prevent potential wrongdoing Regutar companson of internal
forecasts and external financial reports improve the quality of inancial reporting The internal audit depart-
ment serves as a process-mndependent function, testing and assessing the effectiveness of the internat
control system and proposing improvements when appropnate

Extenswe controls are carned out by rnanagement in all financial reporting processes o ensure that legal
requirements and internal guidelines are complied with and that all business transactions are properly
executed Controls are also camed out waith the aid of IT applications, thus reducing the incidence of process
nsks

AllT applications used in financial reporting processes throughout the BMW Group are subject to access
restrictions As a result, only authonsed petsons can gain access on a contiolled basis to systems and data,
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depending on the nature of the work being performed In addiion, IT process are designed and authonisations
allocated using the duat control principle, as a result of which, for instance, requests cannot be submitted
and approved by the same person

Al staff are appropiiately trained to carry out then duties and kept informed of any changes in regulations or
processes that affect them Managers and staff also have access to detaled best-practice descrptions
relating to nsks and controls In the vanous piocesses, thus increasing nsk awareness st all levels As a
cansequence, the intemal contrel system can be evaluated regularly and further improved as necessary
Staff can at any time and incdependently, deepen therr understanding of control methods and design using
an infoimation platform that 1s accessible group wide

Responsibilities for ensuring the effectiveness of the nteinal control systerm in relation te financial reporting
processes are clearly defined and allocated to the relevant managers and process owners The BMW Gioup
assesses the design and effectiveness of the internal control system on the basss of internal review proce-
dures on the one hand (e g internal audht findings) and the findings of external auditors on the other Audits
performed at regular intervals show that the internal control system in place throughout the BMW Group 1s
appropnate and effective As a group entity the company 1s required to confirm regulary as part of its reporting
duties that the internal control systerns functioning properly

The company adheres to the BMW Group’s nsk management framewark Risk reporting 1s based on an
intearated nsk management approach The nsk management process comprises the early identification of
rnsks and opportunities, their measurement and the use of suitable instruments to manage and monitor nsks
The 11sk management system comprises a wide range of organisational and methodological components that
are all finely tuned to each other The Group reporting system provides decision makers with compiehensive,
up-to-daie information on performance against targets and on new developments with regard Lo the market
and compettors Risk management s viewed as a continuous process, given the fact that changes in the
tegal, economic or regulatory ervironment or those within the company itself could lead to new nisks being
assessed differently Standardised rules and procedures consistently applied throughout the BMW Group
form the basis for an organisation that 1s permanently learning By regularly shaning experiences with cther
companies, we ensure that innovative ideas and approaches flow into the nsk management system and that
sk management 1$ subjected to continuai improvement Reqular basic and further tiaining as well as infor-
maltton events are invaluable ways of priepaning staff for new cor additional requirements with regard to the
processes in which they are involved

Qverall nsk management within the BMW Group 1s managed centrally and reviewed for appropnateness and
effectiveness by the Group’s internal audit department In addition, knowledge gained from external audits
also provides a good basis for further improvements At present, no nsks have been identif:ied which could
threaten the going concern status of the BMW Group or winch could have a matenally adverse impact on the
net assets, financial positton or results of operations of the group A detalled description of the main nisks
facing the company and the nstruments used to manage these rsks 1s set out in note 17 The level of these
nsks at 31 December 2013 was acceptable and in ine with BMW Group guidelines

Gwen the objecltives of the company, the company 1s economucatly interrelated with the ulimate holding
company, BMW AG, Germany In assessing the solvency and general nsk profile of the company, the solvency
of the BMW Group as a whole, headed by BMW AG, needs to be considered Solvency s assured at alitimes
by managing and monitoring the kaquidity situation on the basis of a roling cash flow forecast The resulting
funding requirernents are secured by a vanety of nstruments placed on the world’s financial markets The
objecte 1s to mimmize nisk by matching matui ities for the Group's financing requiiements within the frame-
work of the target debt ratio The BMW Group has good access to capital markets as a result of its solid
financial position and a diversified refinancing strategy This 1s underpinned by the longstanding long- and
shoit-term ratings 1ssued by Moady's and S&P
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Atyear end the company’s balance sheet total decreased by GBP 793 million (-45 4%) to GBP 952 million
The main factor behind the decrease on the asset side of the balance sheet was the current recesvables from
BMW Group companies On the equity and labilities side of the balance sheet, the decrease was mainly
driven by the matunty of total debt secunties andlcans from BWM Group companies The equity increased
to GBP 233 millkion (2012 GBP 227) due to the profit of 2013

The decrsase in the total assets balance in the Statement of Financial Position has resulted in a weakened
financial performance of the company The earning performance dechned and shows a net profit of GBP 6 5
rmilhon (2012 profit GBP 16 4 million) This can also be seen in the iIncome before taxation which decreased
considerably compared to 2012 to a prohit of GBP 11 9 million (2012 profit GBP 24 8 milkon) The main
driver of the decrease in financial performance was a reduction in interest Income with resulted i a profit of
GBP 2 9 milhion (2012 GBP 18 8 milkon) The interestincome and expenses both decreased as result of
the decision taken in 2011 to wind down the business' operations

The world’s major economies stilt face many structural flaws and policy constraints that hinder more investment
and faster productvty growth, making the medium-term outlook for a significantly faster path of global
growth more uncertain The currenteconomic and capital market environment of the United Kingdom s on
the road to recovery with the UK experiencing a 1 8% increase in GDP n 2013 - the biggest increase since
the recession in 2008/2009 Inflation 1s now expected to be above target untl 2015 A positive development
15 also seen in the projected unemployment figures for 2014 (decrease to 7 0%) Despite the recent positive
Indications that the UK economy i1s recovening from the recession of 2008/2009, the Bank of England have
as of yet resolved against increasing the base rate Nevertheless the Company still expects a netinterest
ngome on operating actvities Furthermore, volatibty in the fair market values of dervative instruments will
continue to impact the profit before taxation of the cormpany In the ight of the environment discussed
above, the company believes that overall it witl have a positive result in the financial year 2014 Although the
interest result will decrease dramatically because BMW Graup decided (in 2011) to wind down the activities
in BMW (UK) Capital pic In 2012 the company ceased acquinng new assets and habilities Nevertheless the
company will continue to hold all cu and liabilittes until matunty

Raoulvander
Director
Company numb
Ellesfield Avenue
Bracknell
Berkshire
RG128TA




BMW (UK) Capital plc o7
Directors’ report

The company had not acquired any of its own shares in either 2013 or 2012 A reconcihation of the
movements in capital and reserves s given in note 14

No dividends were paid In 2013 (2012 nil) and none are proposed A reconciliation of the movements in
capital and reserves 1S given i note 14

The company has no employees, as the administration of the entity s now performed by a fellow
group company All staff working on behalf of the company are employed by BMW (UK) Holdings Ltd ar
BMW Finance NV

The company made no political or charitable contributions dunng the year (2012 ril)
The directors who heid office during the year or subseguently were as follows

Raoul van der Meeren
Neill C Wharton

According to the register of directors' interests, no director held any beneficial mterest 1n the shares or de-
bentures of BMW Group companies registered in the UK dunng the year, or had any nght to subsenbe for
shares or debentures of BMW Groun companies registered in the UK

The directors who held office at the date of approval of this directors' report confirm that, so far as they are
each aware, there 15 no relevant audit nformation of which the company’s auditors are unaware, and each di-
rector has taken all the steps that he ought to have taken as a director to make himself aware of any relevant
audit nformation and to establish that the company’s auditors are aware of that information

Fursuant to Section 487 of the Comparies Act 2006, the auditors will be deemed to be reappointed and
KPMG LLP will therefore continue 1n

Raoul van dar Me:
Diractor
Company number 3114356
Ellesfietd Avenue

Bracknell

Berkshire

RG12 8TA




08 BMW (UK) Capital plc
Statement of comprehensive iIncome
for the year ended 31 December 2013
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Stialogic Fe part

Q7 Dweclms moport in pound thousand Notes 2013 2012
08 Staterment ol comprehensne
ncome
09 Statement of financial position . .
10 Stater i1t af cash fowe Interest Income and similar ncome [2] 77,446 127872
11 Stalerment ot Changes mequily exch -
12 Notes o the Financsd Stalerments Foreign ange gans (2] 1:270 7,248
13 1 Signdficont accounting poliaes Fair value gains on financial nstruments and denvalives [2] 114,952 124,684
10 2 Finadw enmeorma and « spepss
17 3 Admenst e eqienacs Finance income 2l 193,668 259,804
17 4 Tazaton
18 5 Diferred taw
1 am?:mm h‘ﬁomww&uu;, Interest expenses and similar expenses [2] {74,511) {109,042)
CONERANIS Foreign exchange losses (2] {1,212} {6 785)
19 7 Derncsfives irsokty
20 Bt oot revaties nd otler Far value losses on financial instruments and dervatives 2 {105,884) (1189149
reuenatikes
20 9 0oty axteshomionts Fmance expenses [2] (181,607) (234,746)
2110 Mediutn L ot Financial result 12,061 25,058
22 11 Laan s tronn BMW Gioup
TR
23 12 Dutvatras holkdiss Admenistrative expenses (3] (156) {156)
23 13 e purgables o ibes Profit before taxation 11,905 24,902
2414 Capial nnciesenvey Taxation [4] (5,44 1) (8.490)
24 15 Shaw Gaptal
25 16, Finwncial nstruns nis
= };g':l r;::{w rent Profit for the year attributable 1o equity holders of the parent company 6,464 16,412
3119 Contus nems and
COMMU ey
32 20.Relutc d partees
32 29 Limate et Gompuny and The above resuits relate wholly to continuing operations
puenl campany of luger goup
33 Responsibilty Jtatement
34 ek pendent audng s o

The company has no other comprehensive income in the year {2012 nil) and has therefore not presented a

staterment of other comprehensive iIncome




BMW (UK) Capital plc

Statement of financial position

As at 31 December

n pound thousand Notes 31122013 320z
Assoets

Deferred tax 5] 18,532 27,638
Recenvab'es frorn BMW Group companles [6] 186,366 763,522
Denvatve assets {7] 110,211 126,816
Non-current assets 315,109 917,976
Receivables from BMW Group companies 6] 632,529 702,031
Dervative assets [7} 216 104,873
Interest recavables and other recebvables [8] 3,302 19144
Cash and cash equnvalents [9] 672 670
Current assets 636,719 B26,720
Total assets 951,828 1,744,696
Equity and liabilitles

Share Capital [14] 2 281
Share premium [14] 57,568 57,568
Retained earnings [15] 175,461 168,997
Equity 233,310 226,846
Meckum ferm notes [10] 668,285 688,188
Loans from BMW Group cormpantes {11 - 121,986
Denvatve habilities [12] 7,635 22,850
Non-current liabilities 675,920 833,024
Bank Overdraft [9] 31 16
Medm term notes 101 - 388273
Loans from BMW Group companies 11 619 224,628
Denvative habilites [12} 3,608 12,458
Interest payables and other iabibes [13) 11,096 18,703
Incomae tax llabllittes 27,244 40,748
Current liabilities 42,598 684 626
Total equity and liabilities 951,828 1,744,606

The financial staternents were approved by the Board and authonzed for 1ssue on _%OApnl 2014

Ellesfield Avenue
Bracknell
Berkshire
RG128TA

nrenpact of these financial statements
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BMW (UK) Capital plc
Statement of cash flows

for the year ended 31 December 2013

in pound thousand 2013 2012
Net income for the year 6,464 16,412
Adjustments for non-cash items

Unreahsed foreign exchange (gainsylosses {1,065) 3,317
Fair valug gatns on financial nstrurments and denvatives (114,952) (1724 684}
Fair value losses on financial instruments and dervatives 105,884 118,419
Current and deferred taxabion charge: 5,441 8,490
Changes in operating assets and habihities

Recenables from BMW Group companies 647,725 1507,169
Recewahles and other assets 15,842 647N
Net change In farvalue dervatives 106,265 66,054
Net change in fairvalue medium term notes {117,767} (63,047}
Redemption of medium term notes {200,409} -
Loans from BMW Group companies (345,995) (1,528,420)
Other labiibes {7,607} 11,578
Income tax pawd (9,839 (9,366)
Cash flow from operating activities (13) (43)
Cash flow from investing activities - -
Cash flow from financing activities - -
Net {decrease) in cash and cash equnalents {13) 43}
Cash and cash equivalents at January 1 654 697
Cash and cash equivalents at December 31 641 654

See Note 18 of the Notes to the Financial Statements, for further details of the classification of cash flows

within the Statement of cash flows




BMW (UK) Capital plc
Statement of changes in equity
for the year ended 31 December 2013

11

In pound thousand Share Share Retaned Total
Captal premium £aMINGs
Balance at 1 January 2012 281 57,568 152,585 210,434
Pmofit for the year - - 16412 16,412
31 December 2012 281 57,568 168,997 226,845
Balance at 1 January 2013 281 57,568 168,097 226,846
Profit for the year - - 6,464 6,264
31 December 2013 281 57,568 175,461 233,310

The company has no other income other than
the profit as recognized within the Statement of
Comprehensive Income




12

43}
a7

10
1
12
13
14
17
17
18
18

19
20

21
22

23
23
24
24

25
28

3

Stiategee Repent
Dt s npong
Statemen of comess hesishe
WICOITRY
Statemwnt of ingink sl pesation
Stateinont o cast Bows
Staluirent of dhanges i equity
Notes to the Financsal Statements
1 Significant accounting pohoes
2 Fiancu indorme 0d ¢ spen
3 Adiranistrative expy Nses
4 Taxsuon

5 Dedcned Lo

& Rery wvsbile o llom BMW Gioups
AP LAUCS

7 Durnatne dsocds

8.nte ir st recanables and ather

1evervables
9 Ciehi ofxd cash eueolenls

10. Mot n ke nites

11 Laan troen BMW Groun
CONEMINELY

12, Ditnralive hal s

13 Inlerast paydbbes and elhe
fotuhin »

14 Capilal arngl i serves

15 Shiare capitd

16 Farncial nstiirents

17 Rk Mannge oont

T8.Corsh Flow

19 Conlingentars and
ol

20 Reluled partics

21 Ulturiabe pare nll comghany gno
pard comary of lage goup

Responsibidity stalemenl

Ined pende nt avchiton § opan

BMW (UK) Capital pic
Notes to the Financial Statements

Reporting entity

BMW (UK) Capital plc (the “Cornpany™} s incorpo-
rated in the United Kingdom and 1s a wholly owned
subsidiary of BMW (UK) Holdings Ltd The registered
office of BMW (UK) Capital plc 1s Ellesfield Avenue,
Bracknell, Berkshire RG12 8TA (number 3114356}

Statement of comphance

The financial statements of BMW (UK} Capital plc
have been prepared and approved in comphance
with the International Financial Reporting Standards
(IFRS) as endorsed by the European Union and
Issued by the Intemational Accounting Standards
Boards {IASB) and valid at balance sheet date

Solvency

Given the objectwes of the Company, the Company
18 econormically interrelated with the ultimate holding
company, BMW AG, Germany In assessing the
solvency and general nsk profile of the Company,
the solvency of the BMW Group as a whole, headed
by BMW AG, needs to be considered

Basis of preparation

Functional and presentation currency

The financial year contains the penod from

1 January to 31 December The financial statements
are presented in Great Bntish Pounds (GBP}, which
1s the Company's functional currency All financial
information presented in GBP has been rounded

to the nearest thousand, unless otherwise stated In
the note

Basis of measurement

The financial staterments have been prepared on the
histoncal cost basts except for the following matenal
items in the financial statement of financial position

Financial assets and liabilities are measured at their

farvalue

— Derwnative financial instruments; and

— Recognised financial assets and Labilities that
are part of far value hedge relationships are
measured at fair value in respect of the nisk that
1s hedged

Use of estimates and judgements

The preparation of the financial staterments in
conformity with IFRS requires management to make
Judgements, assumptions and estimates that affect
the application of accounting pelicies and reported
amounts of assets and liabihties, Income and

expenses Actual results may differ from these
estimates

The assumptions and estimates relate principally to
the group-wide determination of economic useful
ves, the recognition and measurerment of prowvisions
and the recoverability of future tax benefits Revisions
to accounting estimates are recogntsed n the penod
In which the estimates are revised and in future
penods affected Due to the current financial market
conditions, the estimates contained in these financial
statements concemning the operations, economic
performance and fimancial condibion of the company
are subject to known and unknown nisks, uncertain-
ttes and contingencies, many of which are beyond
the control of the management of the company,
which may cause actual results, performance or
achievements to differ matenalty from anticipated
results, performance or achievements Also, the
estimates are based upon management’s estimates
of farvalues and of future costs, using currently
avallable informatton Factors that could cause
differences include, but are not limited to

- Rusks of economic slowdown, downtum or reces-
sion, especially in the countnes of subsidianes
invested in,

- Rusks inherent n changes in market interest rates
and quality spreads, especially in an environment
of unpredictabte financial market conditions,

- Lending conditions to companies turning to the
worse, thereby increasing the cost of borrowing,

- (Changes in funding markets,

- Uncertanties associated with nsk management,
including credit, prepayment, asset/hability,
Interest rate and currency nisks,

- Changes in laws or regulations governing our
business and operations, and

— Changes in competitive factors

Forthe valuation of financial iInstruments the most
significant assumptions and estimates relate to the
Interest rates and expected cash flows used in the
valuation models

Rewisions to accounting estimates are recognized in
the penod in which the estimates are revised and in
future periods affected

Comparative figures

Where necessary, comparative figures in the notes
to the Financial Statements have been adjusted to
conform to changes in presentation in the current
year




Determmation of fairvalue

A number of the company's accounting policies and
disclosures require the determination of far value, for
both financial and non-financial assets and labilities
Fairvalues have been determined for measurement
andior disclosure purposes based on the following
methods When applicable, further nformat:on about
assumptions made in determining farr values 1s
disclosed in the notes specific to that asset or liability

Loans and recevables

Farvalue, which 15 determmned for disclosure
purposes, s calculated based on the present value
of future principal and interest cash flows, discounted
at the market rate of interest at the reporting date

Dernwvatives
Interest rate and currency swaps are valued by
using discounted cash flow models This method

[1] Significant accounting policies

The accounting policies set out below have been
applied consistently to all penods presented in these
financial statements

Forelgn currency

Transactions in foreign currencies are translated at
the foreign exchange rate ruling at the date of the
transaction Monetary assets and habilities denomi-
nated in foreign cumencies at the balance sheet date
are retranslated at the foreign exchange rate ruling at
that date Foreign exchange differences ansing on
translation are recognised in the income statement
Non-monetary assets and liabilities that are meas-
ured i terms of historical cost in a foretgn currency
are translated using the exchange rate at the date of
the transaction Non-monetary assets and llabilities
denominated in foreign currencies that are stated at
fair value are translated at foreign exchange rates
ruling at the dates the fair value was determined
Quotations of market rates are obtained from
Reuters Ltd real time rates are frozen on daily basis

Financial resuit

Financial resutt 1s the difference between financial
income and financiat expenses Financial income
comprises interest Income on loans to BMW Group
companies, fairvalue gans on financal instruments
(inciuding denvatives} and foreign exchange gains
Interest iIncome Is recognised in the Income state-
ment as It accrues, calculated on a daily basis on the
amounts outstanding, using the effective interest

13

implements the discounting of future cash flows
using yield curves of the cash flows' currency and
relevant credit spreads The changes in the farr
values of these contracts are reported in the iIncome
staterment

Non denvative financial llabilities

Fair Value, which 1s determined for disclosure
purposes, 1s calculated based on the present value
of future principal and nterest cash flows, discounted
at the market rate of interest at the reporting date

Changes 1n accounting policies
There have been no relevant significant changes of
accounting pohcies in 2013

rate for each transaction Financial expenses com-
pnse interest expense on borrowings, far value losses
on financial instruments (including derivatives) and
foreign exchange losses

Interest

Interest expense and interest iIncome are due to
funds borrowed and invested as part of the business'
operations Interest Income and interest expense are
recognised in the Income statement as they accrue,
calculated on a daily basis on the amounts out-
standing and shown within the cash flow as operating
activities

Taxation

Tax on the profit or loss for the year comprises
current and deferred tax Tax 1s recognised i the
Income staterment except to the extent that it relates
to items recognised directly in equity, in which case
it1s recognised In equity Current tax 1s the expected
tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the
balance sheet date, and any adjustments to tax
payable i respect of the previous years Deferred tax
15 provided on temporary differences between the
carrying amounts of assets and Labilihes for financial
reporting purposes and the amounts used for taxation
purposes The amount of deferred tax prowded 1s
based on the expected manner of realisation or
settlement of the carrying amount of assets and
liabilties, using tax rates enacted or substantively
enacted at the balance sheet date
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Financial instruments

Non-derwative financial assets

Interest-beanng recewvables from and loans to
BMW Group companies, debt securnties and other
non-derwvative financial assets and habilities are
intially recognised at farrvalue Iffarrvalue hedge
accounting is applied, subsequent measurement is
descnbed under “Fairvalue hedges” below All
non-derwative financial instruments are recorded on
the settlement date The Company derecognises a
fmancial asset when the contractual nghts to the
cashflow from the asset expire or the nsks and
rewards of ownership are transfered The Company
derecognises a financial lability when its contractual
obligations are discharged, cancelled or expire
Financial assets and liabilities are offset and the

net amount presented when, and only when, the
Company has a legal nght of offset and intends to
settle on a net basis or realise the asset and settle
the lability simultaneously

Loans and receivables

Loans and recetvables are financial assets with fixed
or deterrninable payments that are not quoted in an
active market Such assets are recognised initialty at
farvalue plus any directly attnbutable transaction
costs Subsequent to Inibial recognition loans and
recevables are measured at amortised cost using
the effectrve interest method Additional subsequent
to inihal recognition, any such instruments denomi-
nated in foreign currencies at the balance sheet
date are translated at the foreign exchange rate
ruling at that date Loans and receivables comprise
recervables from BMW Group companies (see

note 6and 11}

Cash and cash equivalents

Cash and cash equivalents compnse cash balances

and call deposits Bank overdrafts that are repayable

on demand and form an integral part of the company’s
cash management and bank loans are included as a

component of cash equivalents for the purpose only

of the statement of the cash flows

Non-derivative financial habilities

Borrowings are recognised inibially at fair value less
attnbutable transaction costs, which 1s equivalent
to the consideration given Subsequent to initial
recognition, borrowings denominated in stering are
stated at amortised cost with any difference be-
tween cost and redemption value being recognised
In the income statement over the penod of the

borrowing on an effective nterest basis Bomowings
denominated in a curency other than sterling are
hedged on respect of Interest rate nsk and currency
nsk Where fair value hedge accounting is applicable
the movement in fair value of the borrowings 1s
recognised immediately in the Income statement
Subsequent measurement 1s descrbed under “Fair
value hedges” below Where fair value hedge
accounting 1s not applicable, the borrowings are
translated at the foreign exchange rate ruling at the
balance sheet date

Share capital

Ordinary shares are classihed as equity There are
no preference share capital or compound financial
instruments 1ssued by the company

Derwative financial instruments

Denvative financial instruments on a stand-alone
basis are recognised at fairvalue The gain orloss on
are-measurement to fair value 1s recognised imme-
diately in profit or loss The classification in the
halance sheet of denvative assets and dervative
kabilities into current or non-current assets or iabilities
1s determined according to the contractual maturty
date of each instrument

The far value of interest rate swaps is the estimated
amount that the company would receive or pay to
terminate the swap at the balance sheet date, taking
Into account current interest rates and the current
credit worthiness of the swap counterparties The
farrvalue of forward exchange contracts is their esti-
mated market price at the balance sheet date, being
the present value of the forward price These far
values are calculated using the company’s treasury
management system as described in note 16 The
supply of data to the model used to calculate far
values was redefined in 2010 Observable financial
market pnce spreads (e g for iguidity nsks) are now
taken into account in the measurernent of denvative
financial Instruments

Financial guarantees

Where the Company enters into financial guarantee
contracts to guarantee the indebtedness of other
Company's within its group, the Company considers
these to be insurance arrangements and accounts
forthemas such Inthis respect, the Company treats
the guarantee contract as a contingent hability until
such time as It becomes probable that the Company
will be required to make a payment underthe
guarantee




Where the Company makes loan commitments to
other companies within its group, the interest

rate charged 1s at a market rate and therefore no
provision for the loan commitment is recognised
as perlAS37

Hedge Accounting

The company only utilses fair value hedges,
Incorporating interest rate swaps and forward
exchange contracts, to mitigate market nsk Further
inforrmation on the hedges in place at year end

can be found in notes 7 and 12

Fairvalue hedges

On initial designation of the hedge, the company
formally documents the relationship between the
hedging instrument{s) and hedged item(s), ncluding
the nsk management objectives and strategy In
undertaking the hedge transaction, together with the
methaods that will be used to assess the effectiveness
of the hedging relationship The company makes an
assessment, both at the inception of the hedge
relationship as well as on an ongoing basis, whether
the hedging instruments are expected to be “highly
effective” in offsetting the changes in the farr value of
the respective hedged items dunng the penod for
which the hedge 1s designated, and whether the
actual results of each hedge are within a range of
80-125 percent Where a denvative financial instru-
ment 1s designated as a fair value hedge of the
vanability on value of a recognised underlying asset
or liability or an unrecogrused firm commitment, the
carrying value of this hedged underlying tem 1s
adjusted by the change in farr value that 1s attnbutable
to the nsk being hedged (even if without fair value
hedging itis carned at cost or amortised cost) Any
gains or losses on re-measurement of the hedged
underlying item are recognised immediately as fair
value gains or losses in the incorme statement

Similarly any gains or losses on re-measurernent of
the designated denvative financial instruments are
recognised immediately in the Income staternent

The Company discontinues hedge accounting
prospectively when the hedge no longer meets the
cntena forhedge accounting Any adjustment ansing
from a discontinued hedge 1s amortised to profit or
loss Amortisation begins as soon as an adjustment
exists and shall begin ne later than when the hedged
item ceases to be adjusted for changes in its fair
value attnbutable to the nsk being hedged The
adjustment 1s based on a recalculated effective
interest rate at the date the amortisation begins

Segment analysis

Per IFRS 8 the Company 1s required to disclose
segmental information of its revenues Al revenues
are denved through trading with entities that are
owned and controlled by BMW AG Group which,

in accordance with IFRS B, are treated as a single
entity for segmental reporting purposes and there-
fore no segmental disclosure has been included
within the financial staternents

New financial reporting rules

InMay 2011 the IASB published IFRS 13 (Fair Value
Measurement) IFRS 13 defines the term fair value,
sets out the requirements for measunng fair value
where another IFRS prescnbes fair value measure-
ment (or fair value disclosure) and stipulates uniform
disclosure requirements with respect to fair value
measurement IFRS 13 1s mandatory for financial
years beginning on or after 1 January 2013 The
Standard is required to be applied prospectively
Early adoption 1s permitted butwill not be applied
by BMW Group in particular for the measurement

of derwatives
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[2] Finance income and expense

Total finance income and expense for financial
assets and habilities comprise the following

Motes ot Finncal Snenens—— INterest Income
1 Sndieant accounung pobaes
2 Finance income and exp
3 Adrr n pownd thousand 2013 2012
4 Taration
5 Dederte d lans
& Recenabios hom BMW Croup Interest ncome from BMW Group comparies 37,094 80817
. g’;‘;‘:‘fb » Interest Income from held for trading dervatve instruments 15,642 30,991
8 Intlend st reconalbiits and ofhes Interest ncome from hedging instruments designated as part of a fair value hedge relationship 24,710 27,064
1gCrnatios
9 Canlh rned Lashr equngele 11 5 Interest income 771446 127,872
10 RModirn tunn ndes,
11 Loans droun BMW Gioup
COngane =
12 Dernvat bbbty » Foreign exchange gans
13 biterest paydtdes and olher
labihties
11 Cagnlal A reorive s 1n pound thousand 2013 2012
15. Share cagxld
186 Pt dnstrue 1gs
17 Ri k Mannggety it Foreign exchange gains 1,270 7,248
18 Cash Finw
14 Contingencies ot
(RS T
20 Rrlaled pratkes
21 Utimiatg parent ootrpany atd Net fair value gains and losses
e nt uompany of lige g
R ponigabulity sbale e il
lstvpendent mrdton 5 inport 1 pound thousand 2013 2012
Net fairvalue gains on financial instruments not included in a hedge relationship 9,780 10532
Net fairvalue gains fror hedged tems designated as part of fair value hedge relationship 32,768 38,422
Netfarvalue losses on hedging instruments designated as part of fair value hedge relatonship (33,480) (43,189}
Net fair value gains 9,068 5,765
Interest expenses
n pound thousand 2013 2012
Interest expenses to BMW Group companies 10,240 12698
Interest expenses on bank loansfoverdrafts 15 140
Interest expenses on medum term notes held at amortised cost 669 2,484
Interest expenses on fair value medium term notes 24,756 27 100
Interest expenses from held fortrading denvative instruments 26818 49,054
Interest expenses from hedging instrurments designated as part of a farr value hedge relationship 12,013 15,566
Interest expense 74,511 109,042
Foreign exchange losses
1 pound thousand 2013 2012
Foreign exchange losses 1,212 6,785




[3] Administrative expenses
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in pound thousand 2013 2012
Salanes & social secunty charges 34 79
Advisory expenses 20 22
Other miscellaneous Income & expenses 102 55
Total 156 156
The following fees for the financial year have been
charged by KPMG LLP to the company
Fee charged by auditors
N pound thousand 2013 2052
Audit of these financial statements 20 22
[4] Taxation
Recognised in the income statement
i pound thousand 2013 2012
Current tax expense
Current year 3,348 8,638
Adjustments for pnor years (7,013) 303
Total {3,665) 8,941
Deferred tax credit
Ongination and reversal of lemparary differences (574) (2,589)
Reduction in realisable tax value 2,780 2,403
Adpstment for pnor years 6,900 (265)
Deferred tax expense 9,106 (451)
Total tax expense 5,441 8,490
Reconcihation of effective tax rate
in pound thousand 2013 2012
Profiti{loss) before taxation 11,905 24,902
Tax using the prevailing UK corporation tax rate of 23 25% (2012 24 5%) 2,768 6,101
Adjustments for prior years {113} 38
Adjusiment for reduction in taxation rate for future penods 2,780 2,403
Differences between expected rate and applicable rate on deferred tax 6 {52)
Total tax expense 5,441 8,490
A reduction in the corporation tax rate from 26% to 20% (effective from 1 Apnl 2015) was substantwely
24% (effective from 1 Apnl 2012} was substantively  enacted on 25 July 2013 The current tax rate was
enacted on 26 March 2012 A further reductionto therefore been calculated at a blended rate of

23% (effective from 1 Apnl 2013) was substantively 2325%
enacted on 3 July 2012 Additionally a reduction to
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04 Sirategic Repoit
07 Duwectirs wport [5] DeferrEd tax

08 Slatetnent of COMEHEhnbine
LLE4 ) )

08 St oot of el 7 s Recognised deferred tax assets and habihties
10 Statsrontol ol iows Deferred tax assets and habihties are attnbutable {0 the following

11 Staterte ik obChangss m equby

12 Nolers o U Financid Statemenis

13 1 Ssyndhiont acx inting policies in pound thousand 2013 2012
16 2. Fimnance acui bid expensn
:; 3.?:’2::?:[[.,@ Vaprn s Termparary differences on market values of financial nstrumenis and denvatves 18,532 27638

18 5.Deferad lpes
18 6 Recenables from BMW Group

COmpanies
19 7 Domatwve essets Movernent in deferred tax dunng the year
20 Qlnlercst reds aables and othos
reCenales
20 9 Castt ndd cansh eunaih nts in pound thousand 01012012 Recogrised 31122013
21 10 v deaentennnoles. nincome
22 11 L, troen BMW Group
COINERA RS
23 12 Durntiva hatalhes. Temporary differences on market vatues of financial instruments and denvatwves 27 638 {9,106) 18,532
23 13 NI iesl payablos and ather
i 27,638 (9,108) 18,532
24 14 Cupital snid 1€ aimves,
24 15 Stupe coputal
25 16 Finencial nstrurmenls
2817 Ruk Mg ot Movement in deferred tax dunng the prioryear
31 18.Cinh Flow
3118 Connmge e aned
commlineats in pound thousand 0101 2012 Recognised 31122012
32 20 Reluled poiics N income
32 21 Utimdle parent compaay ax
Fharg NECompey Ol lag Grovwp
33 Resporsibity skt it Temporary diffecences on market values of financial instruments and denvatves 27187 451 2/,638
34 hibepencent madn 3 epn 27.187 451 27.638
The deferred tax asset is only recognized to the average tax rates that are expected to apply in the
extent that it is recoverable based on the fact thatthe  penod when the asset 1s realised or the liability 1s
company 1s ikely to be profitable in the future settled, based on the tax rates that have been acted
Deferred tax assets and habilities are measured at or substantially enacted at the balance sheet date

[6] Receivables from BMW Group companies
Financial recewvables from related parties at the which the company expects to be settled in cash,
yearend included GBP 818,895,000 (2012 GBP which may be analysed as follows
1,465,555,000) of unsecured interest bearnng loans,

in thousands Carrying amount Far value Carrying armount Farvalue
2013 2013 2012 2012

Non-current

Recewables from fellow subskhanes (1-Syears) GBP 184,700 GBP 190,218 GBP 752950 CBP 786,176

Recewables from fellow subsidianes {1-5 years) EUR 2,000 EUR 2,088 ELIR 13,000 EUR 13645

Cuwrrent

Recewables from fellow subsidianes GBP 623368 GBP629,348 GBP 682,922 GBP692,448

Recewvables from fellow subsidianes EUR 11,000 EUR 11,163 EUR 23,500 EUR 23,850

The fairvalues of these recevables are calculated as
described in note 16




The following detalls apply to the recevables from
BMW Group comparues at 31 December 2013

Interest Volume in Werghted Weighted
relevant average average effactive
curency matunty penod nterest rate (In %)
Fixed GBP 808 milion 16 months 23
Fued EUR 13 mihon 9 months 33
The followang details apply to the recevables from
BMW Group companies at 31 December 2012
Interest Volurne i Weighted Waighted
refevant average average effective
currency matunity penod interest rate (in %)
Fixed GBP 1,436 milion 13 months 35
Fixed EUR 37 million 11 months 34

[7] Dervative assets

The following denvative assets are carried in the
balance sheet at their fair values These farrvalues

are calculated using the company's treasury
management system as descnbed in note 16

in pound thousand 2013 2012

Non-current

Fairvalue through profitor loss

interest denvatives with fellow subsidianes {1-5 years) 2253 3442

Currency dervatives with non-related parties {1-5 years) 32,849 312

Currency demvatives with non-related parties {greater than 5 years) - 33,069

Fairvalue hedge

Interest denvatives with non-related parties (1-5 years) 26,665 37,857

Currency dervatives with nan-related parttes (1-5 years} 48,444 52,136
110,211 126,816

Current

Faur value through profit or loss

Interest denvatives with fellow subsidianes - 239

Currency dervatives with non-related parties 216 45,358

Farr value hedge

Currency denvatrves with non-retated parties - 58,276

216 104,873

Dernvative contracts are entered into with related
parties in order to manage therr financtal nsks as
described in note 17 The non-related parties

described above comprise international financial
institutions
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e (8] Interest receivables and other receivables
Statesrent of cormpretinsive Interest recevables and other receivables comprise
HICOITR
Stisterre nf ol bindncigl preation
Stutment of cash fows, 1 pound thousand 2013 2012
State ment of changes v equity
MNotes toihe Finane vl State rme nis
1 Sigeulicant acoounting poiacs Interest recevables with non-relaied paries - 12,275
2 Finonce oo d exponsa Interest recenvables with fellow subsidianes 3,302 6,860
3 ARSI oA VXN NSCS
4 Taxaton Total 3,302 19,144
5. Deforiod Lpns
6. Rori rrables, trom BMW Group
COFTRRUNE S
IDummamas The farr value of accrued interest receivable 1s
Interest recarvables and other
1ecenables estimated as its carrying amount given the
9 Cash and cash equivaents
i recenvable should be settled within three months
17 Loy bormn BMW Graup
oMy
12 Derrsatanr ik xhtios
13 Inleiest puyable 5 anet olhey
liobibtic o
14 Coptal anid s [9] Cash and cash equivalents
15 Shaie. captdl
16 Fuionu linslrons ity
17 Fask Mamigenont n pound thousand 2013 2012
18 Ceah Flow ;
19 Continig nowe s andd
Cumotinents Cash and cash equivalents per balance sheet 672 6570
20 Rebated paties
21 Uit parent coropany anid Bank loans and overdraft 31 (16)
patenit Lormprary ol lrges gioup Total 641 654
Rosporestdily slaterrns

fwdepement poditor s peporl

The Fairvalue of cash and cash equivalents is
estimated as its carrying amount where the cash
15 repayable on demand




[10] Medium term notes

1 pound thousand 2013 2012
Non-current

Medium term notes part of a far value hedge relationship 688,285 650188
Current

Medium term notes part of a fair value hedge relationshep - 172,262
Medium term notes held al amortsed cost - 216,011

668,285 1,076,461

The fair value of medium term notes has been amount and farr values of medium term notes not
calculated using the company's treasury manage- carmed at fair values are as follows
ment system as descnbed i note 16 The carrying

in pound thousand Carrying amount Farr Vatue Carrying amount Fair Value
2013 2013 2012 2012
Medium term notes not carned at fair value - - 216,01 216,459

The schedule below classifies the medium term
notes inissue at the balance sheet date by issue
currency, Interest rate basis and by matunty

Secunty Currency lssue volume in Interest Rate basis Listed Maturnty
local currency
EMTN CHF 500,000,000 FIXED 213% Zunch 2015

EMTN GBP 300,000,000 FIXED 500%  Luxemboury 2017
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[11] Loans from BMW Group compantes

Loans fror BMW Group companies at the yearend

expects to be settled in cash, these may be analysed

ncluded GBP 619,000 (2012 GBP 346,614,000)of  as follows

unsecured interest beanng loans, which the company

n pound thousand Camyng amount Far Value Carrying amount Fair Value
2013 2013 2012 2012

Non-current

Loans from fellow subsihanes (greater than 5 years) - - EUR 150,000 EUR 190,704

Current

Loans from fellow subsidiary - - GBP 224,398 GBP 225,745

Loans from fellow subsidiary EUR 743 EUR 743 EUR 282 EUR 287

The fairvalue of loans from BMW Group compares
has been calculated using the company's treasury
management system as descnbed in note 16

The following details apply to the loans from
BMW Group companies at 31 December 2013

Interest Volume n Weighted average  Weighted average
relevant matunty effectve nterest
Currency period rate (in %)
Fixed EURQ,7 millan 1 months 06
The following details apply to the loans from
BMW Group companies at 31 December 2012
Interest Volurme in Weighted average  Weighted average
relevant matunty effective interest
currency period rate (in %)
Foed GBP 224 rmifion 5 monihs 18
Fred EUR 150 milkon 66 months 59




112] Derivative liablities
The following denvative liabilibes are carned in the

balance sheet at their far values These fairvalues

are calculated using the company’s treasury
management system as described in note 16

23

in pound thousand 2013 2012

Non-current

Fairvalue through profit or loss

Interest demvatives with non-related parties {1-5 years) 7,635 22850 _
7,635 22,850

Current

Fairvalue through profit or loss

Interast denvatives with non-related parties 3,608 5,461 -

Currency dervatives with non-related parties - 5,997 -
3,608 12,458

Derwvative contracts are entered into with these
parties in order to manage therr financial nsks as
descnbed in note 17 The non-related parties

[13] Interest payables and other liabilities

Interest payables and other liabiities compnse

descnbed above comprse international financial

institutions

n pound thousand 2013 2012

Current

interest payables with non-related parties 7,323 13,356 I

Interest payables with fellow subsidianes 3,732 5337

Trade payables with non-related parties 18 7

Trade payables with fellow substdianes 23 3
11,096 18,703

The farr values of accrued interest payable, trade

payables to any fellow subsidiary and other accruals

payable to external counterparties are estimated

as therr respective camying amounts given the
company's habdibes should be settled within three

months
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[14] Capital and reserves

Reconciliation of movements in capital and
reserves

npound thousand Share Share Retained Total
Capual premium eamngs
Balance at 1 January 2012 281 57,568 152,585 210,434
Profit for the year - - 16,412 16,412
At 31 December 2012 281 57,568 168,997 226,846
Balance at 1 January 2013 281 57,568 168,997 226,846
Profit for the year - - 6,464 6,464
At 31 December 2013 281 57,568 175,461 233,310

Capital management

The company's capital management objective 1s to
support the objectives of the BMW Group The
BMW Group's objectives when managing capitat are
to safeguard the Group's ability to continue as a
going concern in the long-term and to provide an
adequate retumn to shareholders The BMW Group
manages the capital structure and makes adjust-
ments to it in the ight of changes in economic
conditions and the nsk profile of the underlying

assets The BMW Group manages the structure

of debt capital on the basss of a target debt ratio

An important aspect of the selection of financial
instruments 1s the objective to achieve matching
maturities forthe Group’s financing requirements In
order to reduce non-systemic nsk, the BMW Group
uses a variety of financial instruments available on
the world's capital markets to achieve optimal
dwersification

[15] Share capital
1N pound thousand 2013 2012
Allotted, called up and fully paid
Ordinary shares of GBP 1 each 281 281
Shares classified In shareholders’ funds 281 281

The holders of ordinary shares are entitied to receive
dividends as declared from time to time and are
entitled to cne vote per share at meetings of the
Company All shares rank equally

No shares were 1ssued dunng the year (2012 rul)




[16] Financial Instruments
The carrying amounts and fair values of financial

are recorded in the respective hedge accounting

25

instruments are analyzed below by 1AS 39 category  category
The denvatives that are part of a hedge relationship
31 December 2013 Loans and Amortised Far value Fair value Total
n pound theusand recewables costs through hedges

profitorloss
Assets
Dervative instruments - - 35317 75110 110,427
Other recenvables 3,302 - = - 3,302
Cash and cash equivalents 672 - - - 6572
Recervables from BMW Group companies 818,895 - - - 818,895
Total of financial assets 822,869 - 35,317 75,110 933,296
Lrabuilities
Debt secunties - - - 668,285 668,285
Bank overdraft - 3 - - 31
Demvative Instruments - - 11,243 - 11,243
Other habilines - 11,096 - - 11,096
Loans from BMW Group companies - 619 - - 619
Total financial habilities - 11,746 11,243 668,285 691,274
31 December 2012 Loans and Amortised Far value Fairvalue Total
In pound thousand receables costs through hedges

profitor loss
Assets
Denvative ingtruments - - 83,420 148,269 231,689
Cther recewvables 19,144 - - - 19,144
Cash and cash equwalents 670 - - - 670
Recewables from BMW Group companies 1,465,555 - - - 1,465,555
Total of financial assets 1,485,369 - 83,420 148,269 1,717,058
Liabmhties
Debt secunties - 216,011 - 860450 1,076,461
Bank overdraft - 16 - - 16
Denvative instruments - - 35,308 - 35,308
Other labiibes - 18,703 - - 18,703
‘Loans from BNVW Group companies - 346,614 - - 346,614
Total financiaf habilities - 581,344 35,308 B680,450 1,477,102

Fair value measurement of financial instruments
The farr values shown are computed using market
information available at the balance sheet date,

on the basts of market prices as quoted by the
contract partners or using appropnate measurement

methods, e g discounted cash flow models In
the latter case, amounts were discounted at

31 December 2013 on the basis of the following
interest rates

GBP EUR CHF
Interest rate for 3 months 0525 0235 0040
Interest rate for 6 months 0623 03389 0079
Interest rate for one year 0710 0403 Q086
Interest rate for 5 years 2136 126% 0730
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Interest rates taken from interest rate curves were
ad)usted, where necessary, to take account of the
credit quality and nsk of the underlying financial
instrument Denvative financial nstruments are
measured at their farrvalue The fair values of
denvative financial instruments are determined using
measurement models, as a consequence of which
there Is a nsk that the amounts calculated could
differ from realisable market prices on disposal
Observable financial market price spreads (e g for
iquidity nsks) are taken into account in the measure-
ment of denvative financial iInstruments, thus helping
to minimise differences between the carrying
amounts of the instruments and the amounts that
can be realised on the financial markets in the
disposal of those instruments In addition, the
valuation takes into account, the Company's own
default nsk and that of counterparties in the form

of credit default swap (CDS) spreads which have

The following table shows the amounts allocated to
each measurement level at 31 December 2013

appropriate terms and which can be observed on the

market Financial instruments measured at far value

are allocated to different measurement levels in
accordance with IFRS 7 This includes financial
instrumenits that are

1 Measured at their fair values in an active market
for identical financial Instruments (level 1),

2  Measured at therr far values in an active market
for comparable financial instruments or using
measurement models whose main input
factors are based on observable market data
{level 2),

3  Measured using input factors not based on
observable market data (level 3)

The mode! used by the company 1s consistent with
2012 and 15 aigned with the IFRS 7 level 2 criteria
No instruments measured in accordance with level 2
cntena in 2012 have been measured using levet 1 or
level 3 cntenain 2013

Level hierarchy in accordance with IFRS 7

n pound thousand Level 1 Level 2 Level 3
Denvative nstruments (assets)
Fair value hedges - 75110 -
Other dervative instruments - 35,317 —
Cernvative Instruments {llabilities}
Fairvalue hedges - - -
Other denvative instruments - 11,243 -

The following table shows the amounts allocated to
each measurement level at 31 December 2012

Level hierarchy in accordance with IFRS 7

n pound thousand Level 1 Level 2 Level 3
Denvative instruments (assets)
Fairvalue hedges - 148,269 -
Cther denvative instruments - 83,420 -
Denvative instruments (lab:liies)
Fair value hedges - - -
Other denvative nstruments - 35,308 _




In the case of financial instruments held by the
company which are not measured at farr value, the
carrying amounts of such instruments correspond

27

in general to farvalues The following items are
exceptions to this general rule

in pound thousand

311223
Farvatue (*) Carrying amount

31122013 3112202 tizaom2

Farrvalue  Ganying amount

Qther liabiities - Bonds 663,020 686,285 1,070,609 1,076,461

(*} Cptmesed systern based faxr value measutement wath effect from 01012013,

The carrying amounts and fair values of recewvables to

and loans from BMW Group companies are shown in

the table below

n pound thousand Carrying amount Fairvalue Carrying amount Fan value
2013 2013 2012 2012

Recewables from BMW Group companies

Non-current 186,366 192,657 763,522 797,273

Current 632,529 638,645 702,033 711,844

818,895 831,302 1,465,555 1,509,117

Loans from BMW Group compantes

Non-curent - - 121,986 155,088

Current 619 619 224,628 225975
619 619 346,614 381,063

Offsetting of financial instruments

The offsetting of the financial assets and liabilities for
denvatives of the company 1s considered, however
any such netting does not occurto failure to meet
the necessary conditions The company holds
enforceable master netting agreements wherehy

assets and llabilities could be offset in certain
situations such as insolvency of the counterparty
Were any such netting to occur, the impact on the
balance sheet denvatives would be as shown In
the tabte below

n pound thousand 31122013 31122012
Assels Ligblites Assets Liabikties
Gross amounts as presented i the balance sheet 110,427 (11,243) 231,689 (35,308)
Possible netting in case of insolvency (3.332) 3,332 (13.833) 13,833
Net value of derivatives 107,095 (7,911) 217,856 {21,475)
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[17] Risk Management

The company provides a treasury service Lo the
BMW Group As part of this service, the company
enters into financial dervatives directly with the
financial market Opposite instruments are then
entered into with Group counterparties The
company also uses financial instruments for its own
purposes, In order to secure a matched funding
position on its recevables and habihties and to
hedge against interest rate nsk The instruments
used have predominantly been Interest Rate Swaps
and Cross Currency Swaps These instruments are
used on an ongotng basis, in order to reduce, to an
acceptable level, the majonty of nsk The company
has exposure to the following nsks from its use of
financial instruments

- Credit nsk

- Liguidity nsk

— Market nsk

Credit nsk

Credit nsk results from the nsk of default of internal
or external counterparty's Given the actvities of the
company, the credit nsk is mainly related to the
Treasury and the intergroup financing actmties The

The maximum exposure to credit risk at reporting
date was

amount recogrised in the balance sheet of the
Company for financial assets Is the maximum credit
nsk in the case that counterparty’s are unable to fulfil
their contractual obligations In the case of derwvative
financial instruments, the Company 1s also exposed
to credit nsk, which results from the non-perforrmance
of contractual agreement on the part of the counter-
party This credit nsk, for Treasury activities 1s
mitigated by entenng into such contracts only with
parties of first-class credit standing Furthermore,
the company participates in a BMW Group wide imit
system that continually assesses and hmits the credit
exposure to any single external counterparty For
both the current and prior years at the respective
balance sheet dates, the company did not provide
for any impairment allowances Furthermore, for both
the current and prior years at the respective balance
sheet dates the company had no financial recevables
that were past due but not imparred No financial
assets were past due as at 31 December 2013
Receivables from BMW Group companies represent
over 86% (2012 84%) of the company's assets by
value The guarantee fee incurred by the Company is
recognised in interest expense

In pound thousand

3112203 31122017

Loans and Recevables

Recetvables from BMW Group Companies

818,895 1,465,505

Interest Recewables and other recevables 3,302 19,144
Cash and cash equvalents 672 670
Dervative assels 110,427 231680
Maximum exposure 933,296 1,717,058




Liquidity nsk

Liquidity nsk 1s the nsk that the Company cannot
meet its financial iabilties when they come due, at
reasonable costs and in a timely manner As a result
the Company’s borrowing capacity may be influenced
and its financing costs may fluctuate Against the
background of the winding down of the company,
BMW (UK) Capital retired from the BMW Group
Medium Term Note {(MTN} and Commercial Paper

The table shows the matunty structure of the
financial habilities

29

(CP) programmes Both fareign currency and interest
rate transachions are entered into as a service for
BMW Group counterparties The company enters
into financal dervatves dwectly wath the financial
market and opposite instruments are then entered
into with group counterparties These are transacted
back-to-back The denvative liabilites shown on

the balance sheetinclude these back-to-back
transactions classified as held for trading

31 December 2013 Matunty within Matunty between Matunty later Totat
n pownd thausand oneyear  oneand fve years than five years
Bonds - 668,285 - 668,285
Other financial liabilites 11,127 - - 11,127
Dernvative instruments 3,608 7,635 - 11,243
Loans from BMW Group companies 519 - - 619
15,354 675,920 - 691,274
31 December 2012 Maturity withun Maturity between Maturily fater Total
N pound thousand oneyear  oneandine years than five years
Bonds 388,273 688,188 - 1,076,461
Other financtal kabdilies 18,719 - - 18,719
Dervative instruments 12,458 22,850 - 35308
Loans from BMW Group Companies 224,628 - 121,986 346,614
644,078 711,038 121,986 1,477,102

Market risk

Market nsk 1s the nsk that changes in market prices,
such as foreign exchange rates and interest rates
will affect the company’s income or the value of its
holdings of financial instruments The objective of
market nsk management is to manage and control
market nsk exposures within acceptable parameters
The princtpal market risks to which the company s
exposed are interest rate nsk and foreign currency
risk

Market rnisk - Interest rate nisk
Interest rate nsk refers to potential changes of value
in financal assets, habilives or dernvatives in response

to fluctuations in interest rates The company holds a
substantial volume of nterest mte sensitive financial
assets, habilives and denvatives for operational
actvities Changes in interest rates can have adverse
effects on financial position and operating result of
the company |n order to mitigate the impact of
interest rate nsk the company aims in general to
change fixed to floating mterest rates Furthermore,
the company continually assesses Its exposure to
this nsk by using gag analysis Interest rate nsk 1s
managed through natural hedges and hedged
through the use of denvative financial nstruments,
such as interest rate swaps To manage the matunty
gaps appropnate interest rate denvatives are used
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The fatr values of the Company’s dervative financial
instruments portfolio to manage the interest rate nsk

of its income financial Instruments was as follows at
the balance sheet date

n pound thousand 2013 2012
Fair Market Value
GBP 21,542 13,227

The company applies a value-at-nsk approach for
internal reporting purposes and to control the
frequency, extent and size of possible losses in such
a way as to provide the minimum surpnse The
approach to value at nsk 1s based on a modern

In the following table the potential volume of fair
value fluctuations — measured on the basis of the
value-at-nsk approach — 1s compared with the

histencal simulation, in which the potental future
fair value losses of the interest rate portfolio are
compared with expected amounts in the basis of a
holding penod of 250 days and a confidence level
of 99 98%

expected value for the interest rate relevant position
of the company

in pound thousand 203 2012
Value-at-nsk
GBP 709 044G

A pnmary nsk measure when judging the interest
rate exposure of the entity 1s the present value of a
basis point of the portfolio This concept indicates
how much the portfolio’s economic value, represent-
ing the sum of discounted cash flows of the financial
instruments, will move for each basis point change

Foreign currency risk

The company manages BMW UK Group companies’
currency risks pnmanty through utizing forward
contracts, foreign exchange swaps and forergn
exchange option contracts The company utlizes
forexgn exchange swaps and cross-currency swaps
to hedge its own exposures on foreign curency loans
and recevables All foreign currency-denominated
positions are fully hedged and any foreign currency
transactions entered into as a service for BMW Group
companes are transacted back-to-back The foreign

In Interest rates, assuming the change of interest
rates will be a parallel shift Looking at thus pnmary
nsk measure, the interest rate sk exposure on

31 December 2013 was minus GBP 12,462
(2012 minus GBP 5,648)

curmency denominated medium term notes (see
note 10) are fully hedged by cross-currency
derwvatives exchanging interest payable in aforeign
cumency for floating rate interest payable in stering
The foreign currency positions entered into wath
BMW Group companies are fully hedged by equal
and opposite positions entered nto with external
counterparts These economically effective hedges
result in there being no significant net foreign
currency exposure for the company




[18] Cash Flow

The Cash Flow Statement shows how the cash and
cash equivalents of the Company have changed In
the course of the year as a result of cash inflows and
cash outflows |n accordance with IAS 7, cash flows
are classified into cash flows frorm operating, investing
and financing actviies The Company’s purpose Is
to assist the financing of the actwities conducted

by companies of the BMW Group This assistance

1s considered to be an operating activity for the

The cash flow from interest receved/paid in the
respective year

3N

Company Movements refated to medium term
notes and loans from BMW Group companies are
considered to be operating actvities The cash flow
from operating actmities 1s computed using the
indirect method, starting from the net income of the
Company Underthis method, changes in assets and
habihities relating to operating actvities are adjusted
for currency translation effects BMW (UK) Capital pic
has no cash flows from investing and financing
actmties

inpound thousand 2013 2012
Interest recened 81,184 121,401
Interest pad 78,289 97,314

[19] Contingencies and commitments

The Company acts as guarantor for commitments,
totaling GBP 4 1 millon (2012 GBP 3 muflion) which
have been entered into by BMW Group companies

The Company provides a EUR 200 mitlion
committed credit facility to BMW Austna Bank GmbH,
Athens Branch (2012 EUR 200 milhion)

BMW Austria Bank GmbH, Athens Branch has the
nght to terminate this facility with 1 months notice

The Company has the nght to terrminate this facility
with 37 months notice Drawings of EUR 711 miflion
were outstanding as at 31 December 2013

(2012 EUR 32 miion) The Company provides

a EUR 50 million uncommitted revolving credit
facility to BMW Hellas Trade of Cars SA (2012
EUR 50 mithon) Drawtngs of EUR 2 million were
outstanding as at 31 December 2013 (2012

EUR 4 5 milhon)
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{20] Related parties

The company provides treasury services to other
subsidianes of BMW AG All transactions are carned
out on an arm’s length basis, with interest rates
being set in line with market rates prevailing at the
time at which the parties enter into each transaction
As disclosed in note 19, the company has provided
guarantees for related parties, of which the majonty
have been re-guaranteed by BMW AG BMW AG
has provided guarantees in relation to debt 1issues to
third parties, for which the company pays guarantee
fees to BMW AG The related parties with which the
company traded dunng the year orwith whom there
were outstanding assets or habilities (including
financial dervatives) at the yearend were

Parent undertakings
BMW AG

Fellow subsidianies
Alphabet (GB) Ltd
BMW Austria Bank GmbH, Athens Branch

[21] Ulimate parent company and parent company

of larger group

The company is a wholly owned subsidiary under-
taking of BMW (UK) Holdings Limited which 1s
incorporated in England and Wales The ultimate
parent company and controlking party 15 Bayensche
Motoren Werke Aktiengesellschaft, which is

BMW Finance NV

BMW Financial Services (GB) Ltd

BMW Hams Hall Motoren GmbH, UK Branch
BMW Renting Hellas Athen

Interest recewvable within the year from the ultimate
parent company was GBP 166,979 (2012 GBP
441,620, interest payable within the year to the
ultimate parent company was GBP 778,284 (2012
GBP 625,763) As at 31 December 2013, there
were recevables due to the ultimate parent company
of GBP 54,129 (2012 GBP 7,772,019) and loans
amounted to GBP 619,214 (2012 GBP 229,325)
The charge for guarantee fees payable to the
ultimate parent company in relation to guarantees on
external debt and finance leases was GBP 770,167
(2012 GBP 618,818)

incorperated in Germany The address where
Bavensche Motoren Werke Akhengesellschaft's
accounts, which include the results of the company,
can be obtained 1s Petuelnng 130, D-80788 Munich,
Germany No other group accounts include the
results of the company




Statement of directors’ responsibilities in respect of the 33
Strategic Report, the Directors’ Report and the financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance
with applicable law and regulations

Company law requires the directors to prepare financial staterments for each financial year Under that law
they have elected to prepare the financial statements in accardance with IFRS as adopted hy the EU and
apphcable law

Under company law the directars must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affars of the company and of the profit or loss of the company for
that period [n prepanng these financial statements, the directors are required to

— select sutable accounting policies and then apply them consistently,

- make judgements and estimates that are reasonable and prudent,

- state whether they have been prepared in accordance with IFRS as adopted by the EU, and

- prepare the financial statements on the going concern basis unless it s inappropnate 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 ime the financial position of the
company and enable them {0 ensure that the financial statements comply with the Companies Act 2006
They have general tesponsibility for taking such sieps as are reasonably open ta them to safeguard the
assets of the company and to prevent and detect fraud and otheriregulanties

Responsibility Statement by the company’s legal representatives

To the best of cur knowledge, and in accordance with the applicable reporting pnnciples, the financial state-
ments give a true and fairview of the assets, habiliues, inancial position and profit o loss of the company, and
the Directors’ report and financial statements include a fairieview of the development and performance of
the business and the position of the company, together with a descniption of the principal epportunities and
risks associated with the expected development of the company

The Board of Directors
BMW (UK) Capital plc
Ellesfield Avenue
Bracknell

Berkshire

RG12 8TA
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Incgpendent audilor's report

Auditors’ report

Independent auditor’'s report ta the members of BMW (UK) Capital plc

We have audited the financial statements of BMW (UK) Capital pic for the year ended 31 December 2013
set out on pages 8o 32 The {inanciat reporting framework that has been applied in their preparation is
applicable law and International Financial Reporting Standards (FRSs) as adopted by the EU

This repcrt s made solely to the company’'s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Cur audit work has been undenaken so that we might siate to the company’s members
those matters we are reguired to state to them in an auditor's report and for no other purpose To the fullest
extent permitted by law, we ¢ not accepl or assume responsibility to anyene cther than the company and the
comparny's members, as a body, for our audit work, for this report, or for the opinions we have farmea

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibifities Statement set out on page 33, the directors are
respansibie for the preparation of the financial statements and for being satsfied that they give a true and fan
view Ourresponsibiiity 1s to audit, and express an opinion on, the financial statements in accordance with
apphicable law and Intemational Standards on Audiing (UK and Ireland) Those standards reguire us lo comply
with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

A descnption of the scope of an audit of financial statements 1s provided on the Finanaial Reporting Council's
website at www frc org uk/auditscopeukprivate

Opinton on financial statements

in our opmon the financral statements

— give atrue and fair view of the state of the company's affarrs as at 31 December 2013 and of its profit for
the year then ended,

- have been properly prepared In accordance with IFRSs as adopted by the EL, and

~ have been prepared in accordance with the requirements of the Cornpanies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Strateqic Report and in the Directors' Report for the financial yea
for which the financial statements are prepared 1s consistent with the financial statements

Matters on which we are requwred to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to

report ta you If, in our opmnton

~ adequate accounting records have not been kept, or returns adequate for our audit have not been recewved
from branches not visited by us, or

- the financial statements are not in agreementwith the accounting records and returns, or

~ certain disclosures of directors’ remuneration specified by law are not made, or

- we have not receved all the mformatogrand explanations we require for our audit

w /"
(Senior Statutory Auditor)

Andrew Stevenson R 1Y LENP
for and on behalf of KPMG LLF, Statutory Auditor
Chartered Accountants

KPMG Reading,

Arington Susiness Park,

Theale,

Berkshue,

RG7 45D, UK '
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