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BMW (UK) Manufacturing Limited

Dhrectors’ report and financial statements
31 December 2011

Directors’ report

The directors present their report and financial statements for the year ended 31 December 2011
Directors

The directors who held office during the year or subsequently were as follows

Dr J Hedrich

Dr J Lorenzen

Principal activities

The Company is engaged in the manufacture of motor vehicles

Business review

The Company 1s a production site within the BMW Group production network manufacturing the MINI brand vehicles
The Company currently has the following MINI denvatrves m production — MINI, MINI Cabnolet and the MINI
Clubman The second generation of the MINI has been available in the markets since November 2006 and has
continued momentum 1n 2010 A new denvative, the MINI Coupe was added in 2011 and m addition the a fifth
denvative, the MINI Roadster will start preduction 1n 2012

Company strategic objectives
The main corporate objectives are
- to manufacture MINI brand vehicles to BMW Group quality standards
- to achieve targeted production volumes 1n support of BMW Group sales objectives

- 1o continuously implement operational efficiencies to reduce the cost of production

Strategy

Management consider the following to be the main strategic target areas

Strategic Target Area  Performance indicator Measure

Volume Adherence to production programme  Number of units produced

Quahty Adherence to  engineenng and Number of qualhity defects
product standards

Production Cost Adherence to cost budget and Cost per unit

mnvestment framework

Production volume 1s one of the key performance indicators of the Company All units are sold to BMW AG
2011 2010 2009 2008 2007
Production Volume {umts) 191,475 216,301 213,670 235,018 237,700

Manufactured volume decreased over the course of the year, 11 5% lower than in the previous year, due to decreased
market demand and the impact of supply chain interruptions
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Strategy (continued)

Quality standards are mamtained to BMW Group requirements with targets bemng agreed on an annual basis to
satisfy engineening and product standards External customer feedback and evaluations from organisations such as
JD Power, the MINI dealer network and other sources within the automotive segment are used to mgintain the focus
on quahty of production

Production costs as represented by labour and overheads wathun cost of sales are targeted to achieve annual efficiency
gains through improved process efficiency and productivity

The trends 1n the key performance ndicators are positive with all major targets bemng achieved

Risk and uncertainties

The Company participates 1in a comprehensive nsk management system utilised by BMW Group to identify,
evaluate and document the main categones of rnisk As part of the long-term planning strategy and short-term
forecasting procedures, the nsks and opportumties attached to specific business activities are evaluated and used as
the basis for setting targets and implementing appropriate nsk-mitigation measures At present, no risks have been
identified which could threaten the existence of the Company or which could have a matenally adverse impact on
the net assets, financial position or results of operations of the Company

In the course of 1ts activities, the Company 1s exposed to vanious categones of nisk

General economic environment

- Currency and interest rate risks, (due to all sales and the majorty of cost of sales being in foreign currencies),
are managed throughout the BMW Group at both a strategic and an operating level, utilising hedging
strategies and financial markets, co-ordinated through treasury operations, managed by BMW group

- Changes 1n the international commodity markets for precious metal are closely momtored by BMW Group
and hedging strategies implemented, from which the company benefits

- Changes n the pnice of crude o1l, which 1s an important basic matenal 1n the manufacture of components, has
an indirect 1mmpact on production costs As a manufacturing enterpnise, the company 1s also affected by
changes 1n energy prices, caused by both market factors and tax legislation

Specific industry nisks

- Changes in fuel prices, which may be either market induced or due to governmental tax policies, and
mcreasingly stnngent requirements to reduce fuel consumption as well as CO; and N3O emissions, place lugh
demands on engine and product development Future strategies may lead into the development of alternative
technologies Field tnals have been conducted n the USA and Europe with more than 600 MINI E vehicles
providing an important msight mto the requirements of future senes of electncally powered vehicles Further
developments 1n this area are conducted on BMW Group level

Operating nsks

- Rusks ansing from business interruption and loss of production are msured up to economically reasonable
levels under group policies The BMW Group’s extremely flexible production network and working time
models also help to reduce operating risks

- Close co-operauon between manufacturers and suppliers 1s usual in the automotive sector, and although this
provides economuc benefits, 11t also creates a degree of mutual dependence Dehivery delays, cancellations,
sinkes or poor quahty can lead to production stoppages and thus have a negative impact on profitabihity.
These nisks are mutigated by careful supplier selection procedures which assess the techmcal competence and
financial strength of potential suppliers and an ongoing close contact to the suppliers




BMW (UK} Manufacturing Limited

Directors’ report and financial statements
31 December 2011

Directors’ report (continued)

Legal nsks

- The company 1s not involved 1n any court or arbitration proceedings which could have a sigmficant impact on
the economic position of the company

- The nsks ansing from warranty claims are mutigated by the lhigh qualty of products, ensured by regular
quality audits and on-goimg improvement measures

Personnel nsks

- As an attractive employer, and as part of the BMW Group, the company has found 1tself 1n a favourable
position in the intense competition for qualified technical and managerial staff Employee satisfaction helps
10 munimise the risk of know-how dnift

- The demographic changes will give nise to nsks and opportunuties 1n the future and these are momtored for
potential impacts on operations, focusing i particular on the creation of a working environment for the future,
promotion and maintenance of the workforce’s ability to perform with the appropnate set of skills, tramning,
individual employee working life-time models and increasing employees’ awareness of their responsibility to
make provision for therr future

Information and IT nisks

- As part of the BMW Group, the company protects data, business secrets and innovative developments aganst
unauthorised access, damage and mususe using security measures m line with legal requirements and
appropnate to the nsk involved These measures encompass manual, process design and IT controls The
protection of information and data 1s an integral component of business processes and 1s achieved by applying
intemational secunty standards The technical data protection procedures include process-specific security
measures as well as standard activities such as virus scanners, firewall systems and access controls at
operating and application level

Qutlook 1n 2012

A clear focus on premuum vehicles and premium services for individual mobility remams the core of our, business
model We will continue to refine this approach We do so 1n light of changing customer demands, stningent regulations
and the demands placed on automobile manufacturers by different industnal policies in different countries We
reviewed our strategy 1n 2011 for this reason All of our assumptions were venfied agamnst current trends and
developments As part of this strategy, in 2012 an additional derivative, the MINI Roadster will be produced at BMW
(UK) Manufactunng Ltd

Financial

Revenue decreased by 4 4% wath intra-group sales due to a decrease i production volume Gross profit expressed
as a percentage of sales increased from 4 2% 1n 2010 to 5 5% n 2011

The profit for the year 1s shown on page 9

Research and development

All research and development expenditure relating to the new MINI, including all design and production of
prototypes, 1s bomne by the Company’s ultimate holding company BMW AG
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Proposed dividend

No dividends were paid 1 2011 (2010 £ril) and none are proposed (2010 £mil)
Environmental issues

Management consider the following items to be the company’s environmental performance mdicators and they are
measured per unit manufactured

2011 2010 2009 2008 2007
VOC emissions (kg/unit) 108 172 183 221 300
Energy consumption (kWh/unit) 1,641 1,760 1,729 1,637 1,847
CO, emissions (kg/unit) 464 469 458 469 501
Water consumption (cubic metres/unit) 153 148 173 161 182

Emussion Rights

The Company 1s a participant of the EU Emussion Trading Scheme The scheme 1s mandatory for certain specified
processes to reduce the emussion of CO2 gases The scheme sets limmts for the amount of COZ that can be released
through a National Allocation Plan Each participant 1s 1ssued with a pre-determuned quantity of allowances and
each year the participant must surrender sufficient allowances to cover the quantity of CO2 released Surplus
allowances may be sold and 1f a participant has a shortfall, additional allowances have to be purchased to cover
these emissions The scheme 1s currently 1in Phase I, which covers the period from 1 January 2008 to 31 December
2012 For the years 2008 — 2011 the site emstted significantly fewer emissions than 1ssued Allowances and expect
this to happen in 2012 also The surplus 1s planned to be carred forward 1nto Phase 111 to hedge our position as free
1ssue Allowances are to be phased out during Phase 111

Employees
All employees are regularly informed of the company’s sales performance and other topics of general mterest

Employees are encouraged to formulate 1deas that will improve the efficiency of the company

Applications for employment from disabled people are studied with care, and every effort 1s made to find them
appropriate work with traiming where 1t 1s required Employees who become disabled duning their working life wall be
retrained 11 employment wherever possible and will be given the required assistance The company 15 an equal
opportumties employer and 1s opposed to any form of discrimination being practised against employees or applicants
for employment

Political and charitable contributions

The Company made no political contributions during the year (200 £nil) Donations to UK chanties amounted to
£17,281 {2010 £35,670)

Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, i so far as they are each
aware, there 1s no relevant audit informanion of which the company’s auditors are unaware, and each director has taken
all steps that he ought to have taken as a director to make limself aware of any relevant audit mformation and to
establish that the company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Compames Act 2006, the auditors will be deemed to be reappomnted and KPMG LLP
will therefere continue 1n office
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By order of the board

t/J Lorenzen /__ Ellesfield Avenue, Bracknell, Berkshire, RG12 8TA, England

reclor
2™ August, 2012
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Statement of directors’ responsibilities in respect of the directors’ report and the
financial statements

The directors are responsible for preparing the Directors' Report and the financial statements 1 accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have
elected to prepare the financial statements 1n accordance with IFRSs as adopted by the EU and applicable law

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

¢ select switable accounting policies and then apply them consistently,
¢ make judgments and estimates that are reasonable and prudent,
e state whether they have been prepared in accordance with IFRSs as adopted by the EU, and

» prepare the financial statements on the going concern basis unless 1t 15 1nappropnate to presume that the
company will continue 1n business

The directors are responsible for keepmng adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Compames Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other irregulanities




Independent auditor’s report to the members of BMW (UK) Manufacturing
Limited

We have audited the financial statements of BMW (UK) Manufacturing Limited for the year ended 31 December
2011 set out on pages 9 to 39 The financial reporting framework that has been applied in their preparation 18
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the EU

This report 1s made solely to the company's members, as a boedy, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we maght state to the company's members those
matters we are required to state to them 1n 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 company and the company's
members, as a body, for our audit work, for this report, or for the opimons we have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors' Responsibihities Statement set out on page 6, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Qur
responsibility 1s to audit and express an opimon on the financial statements 1n accordance with applicable law and
International Standards on Audiing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's web-site at
www frc org uk/apb/scope/private cfm

Opinion on financial statements

In our opinion the financial statements

» give a true and fair view of the state of the company's affairs as at 31 December 2011 and of 1ts profit for the year
then ended,

* have been properly prepared 1n accordance with IFRSs as adopted by the EU, and

« have been prepared m accordance with the requirements of the Companmies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors' Report for the financial year for which the financial statements
are prepared is consistent with the financial statements




Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Compames Act 2006 requires us to report to
you 1f, 1n our opion

+ 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 1n agreement with the accounting records and returns, or

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

+ we have not received all the information and explanattons we require for our audit

Dzt

J D Leech (Senior Statutory auditor)
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountanis
1 Snowhull

Snowhill Queensway
Birmingham

B4 6GH

2™ August, 2012




Statement of Comprehensive Income
for year ended 31 December 2011

Revenue
Cost of sales

Gross profit

Other operating income
Administrative expenses
Other operating expenses

Results from operating activities

Finance income
Finance expenses

Net finance income

Profit before taxation

[ncome tax expense

Profit for the year

Other comprehensive income

Net change in fair value of cash flow hedges
[ncome tax on other comprehensive income

Other comprehensive mcome for the year net of income tax

Total comprehensive income for the year

The above results relate to continming operations

Note 2011
£000

1,2 2,252,439
(2,128,447)
123,992

3 31,788
(27,967)
4 (22,539)
105,274

8 4,189
9 1,810)
2,379

107,653

10 (13,252)

94,401

94,401

The notes on pages 13 to 39 are an mtegral part of these financial statements

BMW (UK) Manufactuning Limited
Dhrectors’ report and financial statements
31 December 2011

2010
£000

2,356,588
(2,257,094)

99,494

14,295
(29,003)
(19,455)

65,331

4,703
(5,294)

(591)

64,740

(23,004)

41,736

41,736




Statement of Financial Position
at 31 December 2011

Non-current assets
Property, plant and equipment
Intangible assets
Deferred tax assets

Current assets
Inventones
Interest bearing deposit with related party
Fair value of interest rate denivatives
Trade and other receivables
Cash and cash equivalents

Total assets

Current habilities
Loans and other borrowings
Fair value of currency denivative with related party
Trade and other payables
Tax payable

Non-current habilities
Financial liabilities

Total habilhities

Net assets

Equity
Share capital
Share premium
Retained earmings

Total equity attributable to equity holders of the company

The notes on pages 13 to 39 are an mtegral part of these financial statements

These financral statements were approved by the board of directors on August 2™, 2012 and were signed on 1ts

behalf by

. J Lorenzen /&

rector
Registered No 3950868

Note

11
12
13

14
15
23
16
17

18
23
19

18

21

BMW (UK) Manufacturing Limited

Directors’ report and financial statements
31 December 2011

2011
£000

403,800
280
17,424

421,504

27,417
693,022
146
165,312
5

885,902

1,307,405

(92,751)
(775)
(227,065)
(1,143)

(321,734)

(321,734)

985,671

40,000
360,000
585,671

985,671

2010
£000

402,285
36
48,579

450,900

22,694
515,766
3
156,347
4

694,814

1,145,714

(87,559)

(152,520)
(14,365)

(254,444)

(254,444)

891,270

40,000
360,000
491,270

891,270

10
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Statement of cash flows
Sfor year ended 31 December 2011
Note 2011 2010
£000 £000
Cash flows from operating activities
Profit for the peniod 94,401 41,736
Adjustments for

Net loss on disposal of fixed assets - 67
Depreciation and amortisation 94,793 93,035
Finance income (4,189) (4,703)
Finance expense 1,310 5,294
Income tax expense 13,252 23,004
200,067 158,433
Operating Cash flow before changes 1n Working Capital
(Increase)/decrease n trade and other recervables (9,111) 37,225
Increase/(decrease) in trade and other payables 78,151 {37,598)
(Increase)/decrease In inventories (4,723} 8,699
264,384 166,759
Interest paid (1,810) (5,294)
Tax paid 4,681 (9,480)
Net cash from operating activities 267,255 151,985
Cash flows from investing activities
Purchase of intangible assets (325) (38)
Purchase of property, plant and equipment (98,627) (58,219}
Proceeds from disposals 2,401 380
Net cash used 1n investing activities (96,551) (57,877)
Cash flows from financing activities
Increase 1n deposits with related party (177,256) (61,795)
Payment on finance lease (53,212) (37,014)
Decrease 1n loan from related party 55,573 -
Interest recerved 4,190 4,703
Net cash used in financing activities (170,705) (94,106)
Net increase 1n cash and cash equivalents 1 2
Cash and cash equivalents at | January 4 2
Cash and cash equivalents at 31 December 17 5 4

The notes on pages 13 to 39 are an integral part of these financial statements

11




Statement of changes in Equity
JSor year ended 31 December 2011

Reconciliation of movement in capital and reserves

Balance at 1 January 2010

Total comprehensive income for the period

Profit for the year
Other comprehensive income
Net change 1n fair value of cash flow hedges

Income tax on other comprehensive income

Total other comprehensive income

Total comprehensive income for the year

Balance at 31 December 2010

Balance at 1 January 2011
Total comprehensive income for the period
Profit for the year

Other comprehensive income

Net change n fair value of cash flow hedges

Income tax on other comprehensive income

Total other comprehensive income

Total comprehensive income for the year

Balance at 31 December 2011

Hedging reserve

Share
capital
£000

40,000

40,000

40,000

40,000

Share
Premium
£000

360,000

360,000

360,000

360,000

BMW (UK) Manufacturing Limited

Retained
earnings
£000

449,534

41,736

41,736

491,270

491,270

94,401

94,401

585,671

Directors report and financial statements

31 December 2011

Hedging
reserve
£000

Total
£000

849,534

41,736

41,736

891,270

891,270

94,401

94,401

985,671

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow
hedging mnstruments related to hedged transactions that have not yet occurred and net of deferred tax

12
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Notes
(forming part of the financial statements)

1 Accounting policies

BMW (UK) Manufacturing Limited (the “Company™) 1s a company incorporated and domiciled in the UK The
address of the Company’s registered office 15 Ellesfield Avenue, Bracknell, Berkshire, RG12 8TA, England The
Company 1s engaged 1n the manufacture of motor vehicles

The financial statements were authorised for 1ssue by the Board of Directors on 2™ August 2012
Statement of compliance

The accounting policies set out below have, unless otherwise stated, been applied consistently to all penods
presented 1n these financial statements

Measurement convention

The financial statements are prepared on the historical cost basis except that the following assets and habilities are
stated at thewr fair value denvative financial mstruments, pension scheme assets and financial instruments The
financial statements are presented 1n pounds sterling

Judgements made by the directors, 1n the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of maternal adjustment in the next year are discussed in
note 29

Going concern

The company has sigmificant net assets, 1t 1s historically profitable and 1ts order pipeline 1s forecast to increase As a
consequence, the directors believe that the company 1s well placed to manage 1ts business risks successfully despate
the current uncertain economic outlook

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

Foreign currency

Transactions 1n foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction.
Monetary assets and Labilities denomuinated 1n foreign currencies at the balance sheet date are translated at the
foreign exchange rate ruling at that date Foreign exchange differences ansing on translation are recogmsed in the
mcome Statement Non-monetary assets and labilities that are measured in terms of historical cost 1n a foreign
currency are translated using the exchange rate at the date of the transaction Non-monetary assets and liabilities
denominated 1 foreign currencies that are stated at fair value are translated at foreign exchange rates ruling at the
dates the fair value was determined

Derivative financial instruments and hedging
Derrvative financial instruments

The company uses derivative financial instruments to hedge its exposure to foreign exchange and nterest rate nsks
ansmng from operational and financing activities In accordance with 1ts treasury policy, the company does not hold
or 1ssue denvative instruments for trading purposes Any derivatives that do not qualify for hedge accounting are
accounted for as trading instruments

Derivative financial instruments are recognised 1tially at fair value Subsequent to 1mmitial recogmition, denvative
financial mstruments are stated at far value The gain or loss on re-measurement to fairr value 15 recogmsed
immedhately 1n profit or loss Where denivatives qualify for hedge accounting, recognition of any resultant gain or
loss depends on the nature of the item being hedged (see below)

The fair value of mterest rate swaps 1s the estimated amount that the company would receive or pay to terminate the
swap at the balance sheet date, taking into account current mnterest rates and the current credit worthiness of the
swap counterparties The fair value of forward exchange contracts 15 their quoted market price at the balance sheet
date, being the present value of the quoted forward price
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Notes (continued)

1. Accounting policies (continued)
Cash flow hedges

Where a denvative financial instrument 1s designated as a hedge of the vanability 1n cash flows of a recogmised asset
or liability, the effective part of any gain or loss on the derrvative financial instrument 1s recogmised directly 1n a the
hedging reserve Any wmeffective portion of the hedge 1s recogmsed immediately 1n the income statement

When the forecasted transaction subsequently results 1n the recogmtion of a non-financial asset or non-financial
lLiability, the associated cumulative gatn or loss remains in the hedging reserve and 1s reclassified into profit or loss
in the same period or periods during which the asset acquired or liability assumed affects profit or loss, 1e whena
non-financial asset 1s depreciated

If a hedge of a forecasted transaction subsequently results in the recogmtion of a financial asset or a financial
liability, the associated gains and losses that were recogmsed directly 1n equuty are reclassified into profit or loss m
the same penod or periods durtng which the asset acquired or hability assumed affects profit or loss, 1e when
interest income or expense 1s recogmsed

For cash flow hedges, other than those covered by the preceding two policy statements, the associated cumulative
gam or loss 1s removed from equity and recognised 1n the income statement in the same penod or periods during
which the hedged forecast transaction affects profit or loss

When a hedging instrument expires or 1s sold, termunated or exercised, or the entity revokes designation of the hedge
relationship but the hedged forecast transaction 1s still expected to occur, the cumulative gain or loss at that point
remams 1n equity and 1s recognised n accordance with the above policy when the transaction occurs If the hedged
transaction 1s no longer expected to take place, the cumulative unrealised gain or loss recogmsed m equity 1s
recogmsed 1n the income statement immediately

Property, plant and equipment

All items of property, plant and equipment are considered to have finite useful lives They are stated at acquisition
or manufacturing cost less systematic depreciation based on the estimated useful lives of the assets Depreciation on
property, plant and equipment reflects the pattern of their usage and 1s generally computed using the straight-line
method Components of items of property, plant and equpment with different useful lives are depreciated
separately

Property, plant and equipment which 1s being constructed or developed 1s held within property, plant and equipment
at cost without depreciation, until construction or development 1s complete  Where parts of an item of property,
plant and equipment have different useful hives, they are accounted for as separate items of property, plant and
equipment

Depreciation 1s charged to the income statement on a straight line basis over the estimated useful hives of each part
of an item of property, plant and equipment Land 1s not depreciated The estimated useful lives are as follows

Factory and office buildings and distnibution facilities 10 to 50 years

Plant and machinery 5 to 10 years
Special tool, dies and jigs 3 to 10 years
Leases

Non-current assets also include assets relating to leases IAS 17 (Leases) contamns rules for deterrining, on the
basis of nsks and rewards, the economic owner of the assets In the case of finance leases the assets are attnbuted to
the lessee and 1n the case of operating leases the assets are attributed to the lessor In accordance with IAS 17, assets
leased under finance leases are measured at therr fair value at the inception of the lease or at the present value of the
lease payments, 1f lower The assets are depreciated using the straight-line method over their esumated useful lLives
or over the lease period, if shorter The obligations for future lease nstalments are recogmsed as other financial
habilities Payments made under operating leases are charged to the income statement on a straight line basis over
the period of the lease
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Notes (continued)

1. Accounting policies (continued)

Intangible assets

Intangible assets acquired by the company are stated at cost less accumulated amortisation and impairment losses
Emission rights

Allowances granted by the Government are imtially booked at fair value as intangible assets and where allowances
are recerved for less than their fair value, the difference 1s booked as deferred income and subsequently recognised
as income over the period for which the allowances were allocated As emissions are made, a hability 1s recogmsed
for the obhgation to dehver allowances equal to ermssions The hability 1s measured at the best estimate of the
expenditure required to settle the obligation and the Directors consider this to be the book value of the available
allowances If additional allowances are required to satisfy the obligation, the provision will be increased by the fair
value of the additional allowances

Imparrment (excluding inventories and deferred taxes)

The recoverability of the carrying amount of the company’s assets, other than inventories and deferred tax assets are
reviewed at each balance sheet date for impairment in accordance with IAS 36 (Impairment of Assets) An
impairment loss 1s recognised when the recoverable amount {defined as the higher of the asset’s net selling price and
1ts value 1n use) 1s lower than the carrying amount

Caleulation of recoverable amount

The recoverable amount of the Company’s investments n held-to-matunity secunities and receivables camed at
amortised cost 1s calculated as the present value of estimated future cash flows, discounted at the oniginal effective
interest rate (1 e the effective interest rate computed at initial recognition of these financial assets) Receivables with
a short duration are not discounted

The recoverable amount of other assets 1s the greater of thewr fawr value less costs to sell and value in use In
assessing value 1n use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the tine value of money and the risks specific to the asset

For an asset that does not generate largely independent cash inflows, the recoverable amount 1s determined for the
cash-generating unit to which the asset belongs

Reversals of imparment
An impairment loss 1s reversed 1f there has been a change 1n the estimates used to determune the recoverable amount

An impairment loss 1s reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, 1f no impairment loss has been
recognised

Inventories

Inventones are stated at the lower of cost and net realisable value Net realisable value 1s the estimated selling price
i the ordinary course of business, less the estimated costs of completion and selling expenses

The cost of other mventonies 15 based on the first-in first-out principle and includes expenditure incurred 1n
acquinng the mventories and bringing them to their existing location and condition In the case of manufactured
mventories and work 1n progress, cost mcludes an appropnate share of overheads based on normal operating
capacity

Research and development

All research and development expenditure, including the design and production of prototypes, 15 borme by the
Company’s ulmate holding company BMW AG

Trade and other receivables
Trade and other receivables are stated at cost less impairment losses
Cash and cash equivalents

Cash and cash equivalents compnse cash balances and call deposits Bank overdrafts that are repayable on demand
are included as a component of cash and cash equivalents for the purpose only of the statement of cash flows
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Notes (continued)

1 Accounting policies (continued)

Revenue

Revenues from the sale of vehicles are recogmsed at the point when the nisks and rewards of ownership of the goods
are fransferred to the buyer, the sales price 15 agreed or determunable and receipt of payment can be reasonably
expected The directors consider this to have occurred when the goods are despatched

Expenses
Operating lease payments

Payments made under operating leases are recogmsed 1n the income statement on a straight-line basis over the term
of the lease Lease incentives received are recogmsed 1n the income statement as an integral part of the total lease
expense

Finance lease payments

Mimmum lease payments are apportioned between the finance charge and the reduction of the outstanding hability
The finance charge 1s allocated to each period during the lease term so as to produce a constant periodic rate of
mterest on the remaining balance of the Liability

Finance income and expenses

Finance expenses comprise interest payable on borrowings and finance leases calculated using the effective interest
rate method Finance income comprnises of interest recervable on funds invested and any gains and losses on hedging
mnstruments that are recognised in the income statement

Interest income 18 recogmised 1n the income statement as it accrues, using the effective interest method The interest
expense component of finance lease payments 1s recognised 1n the income statement using the effective interest rate
method

Income tax

Income tax on the profit or loss for the year compnses current and deferred tax Income tax 1s recognised in the
income statement, except to the extent that 1t relates to mtems recognised directly in equity, in which case 1t 15
recogmsed 1n 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 adjustment to tax payable in respect of previous years

Deferred tax 1s provided on temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes The amount of deferred tax provided 1s
based on the expected manner of realisation or settlement of the carrying amount of assets and habilities, using tax
rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 1s recogmsed only to the extent that 1t 1s probable that future taxable profits will be available
aganst which the asset can be utilised

Employee benefits

The Company’s employees are members of a group wide defined benefit pension plan As there 1s no contractual
agreement or stated group policy for charging the net defined benefit cost of the plan to participating entities, the net
defined benefit cost of the pension plan 1s recogmsed fully by the sponsoring employer, which 1s BMW (UK)
Holdings Limuted The Company then recogmses a cost equal to 1ts contnbution payable for the period

Provistons

A provision 1s recogmsed n the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, that can be rehably measured and 1t 1s probable that an outflow of economic benefits will be
requured to settle an obligation Provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects nsks specific to the habihity




Notes (continued)

1. Accounting policies (continued)

New standards and interpretatnons not adopted

BMW (UK) Manufactuning Limited
Directors” report and financial statements

31 December 2011

Amendments to a number of standards under the annual improvements project to IFRS, which are mandatory for the
year ending 31 December 2011, have been adopted 1n 2011 None of these amendments have had a matenal impact

on the company’s financial statements

A number_of new standards, amendments to standards and interpretations are not yet effective for annual peniods
beginning after 1 January 2012, and have not been applied 1n prepanng these financial statements None of these 1s

expected to have a significant effect on the financial statements

2 Revenue

Revenue represents the value of vehicles and options, excluding VAT sold to another group company All revenue

onginates in the UK and 1s destined for the European Union

3 Other operating income

Included 1n the income statement are the following

Income from disposals of tangible assets
Rental and leasing income

Income from non-operating activities
Foreign exchange gains

Income from release of provisions
Other operating income

4 Other operating expenses

Included in the income statement are the following

Loss on disposal of tangible assets
Foreign exchange losses

Bnidging pensions

Early retirement

Other operating expenses
Impairment against trade receivable

2011
£000

3,438
155
451

27,559
136

49

31,788

2011
£000

3,426
13,828
388
1,912
2,511
474

22,539

2010
£000

649
152

13,156

281

14,295

2010
£000

716
8,840
2,841
6,365

693

19,455
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Notes (continued)

5 Expenses and auditors’ remuneration

Included 1n the income statement are the following amounts

2011 2010

£000 £000

Operating lease costs 1,171 1,185
Audit fees in connection with the audit of these financial statements 78 80
Redundancy and early retirement costs 2,300 9,206
Depreciation 94,711 92,766
Amortisation 82 269

6 Staff numbers and costs

The average number of persons employed by the company during the period was as follows
Number of employees

2011 2010
Manufacturing 2,941 3,254
Administration 507 541
3,448 3,795
The aggregate payroll costs of these persons were as follows
2011 2010
£000 £000
Wages and salaries 106,485 109,267
Social security costs 7,906 8,000
Pension recharges 19,087 18,325
133,478 135,592
Costs of temporary etnployees 16,747 20,206
7 Directors’ emoluments
2011 2010
£000 £000
Aggregate emoluments 1,071 705
The aggregate emoluments of the highest paid director were ) 646 434

None of the directors are members of the defined benefit scheme
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Notes (continued)

8 Fimance income
2011 2010
£000 £000
Interest income from bank deposits 1,167 2,918
Interest receivable from related parties 3,022 1,785
4,189 4,703

Finance income recogmsed directly i equity net of tax 1n respect of changes 1n the fair value of cash flow hedges was nil (2010
£57,000}

9 Finance costs

2011 2010

£000 £000
Interest payable n respect of finance leases 1,557 5,114
Interest payable to related parties 253 180

1,810 5,294
All of the finance cost was recogmsed n profit or loss not at fair value
10 Income tax expense in the income statement
Recognised in the income statement

2011 2010
£000 £000

Current tax expense
Current tax on income for the penod 1,109 1,317
Pror year adjustment (19,013) -
Total current tax (17,904) 1,317
Deferred tax expense
Ongmation and reversal of inung differences 31,988 21,332
Adjustment for prior years (832) 355
Total deferred tax 31,156 21,687
Total income tax expense 13,252 23,004
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Notes (continued)

Reconcihation of tax charge to standard rate of corporation tax in the UK

2011 2010

£000 £000
Profit before tax 107,653 64,740
Tax using the UK corporation tax rate of 26 5% (2010 28%) 28,528 18,127
Effects of
Non-deductible expenses 2,608 2,695
Adjustment 1n respect of prior years (19,845) 335
Adjustment in respect of tax rate 1,961 1,827
Total tax charge in income statement 13,252 23,004

Factors affecting future tax charges

On 23 March 2011 the Chancellor announced a reduction 1n the main rate of UK corporation tax from 28% to 26%
with effect from 1 Apnl 2011 This change became substantively enacted on 29 March 2011 and therefore the effect
of thus change 15 that profits ansing 1n 2011 are taxable at a rate of approximately 26 5%

The Chancellor also proposed changes to further reduce the main rate of UK corporation tax by one per cent per
annum to 23 per cent by 1 Apnl 2014 The reduction 1n the main rate of UK corporation tax to 25% to apply from 1
Apnil 2012 was substantively enacted on 5 July 2011 and has therefore been reflected 1n the above figures

The 2012 Budget on 21 March 2012 announced that the UK corporation tax rate will reduce to 22% by 2014 A
reduction mn the rate from 26% to 25% (effecuve from 1 Apnl 2012) was substantively enacted on 5 July 2011, and
a further reduction to 24% (effective from 1 Apnl 2012) was substantively enacted on 26 March 2012

This will reduce the company's future current tax charge accordingly and further reduce the deferred tax asset at 31
December 2011 (which has been calculated based on the rate of 25% substanuvely enacted at the balance sheet date)
by £697,000
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Notes (continued)

11 Property, plant and equipment

Cost

Balance at |1 January 2010
Additions

Disposals
Re-classification

Balance at 31 December 2010

Balance at 1 January 2011
Additions

Disposals
Re-classification

Balance at 31 December 2011

Depreciation and impairment
Balance at | January 2010
Depreciation charge for the year
Disposals

Re-classification

Balance at 31 December 2010

Balance at 1 January 2011
Depreciation charge for the year
Disposals

Re-classification

Balance at 31 December 2011

Net book value
At 1 January 2010

At 31 December 2010 and
1 January 2011

At 31 December 2011

BMW (UK) Manufacturing Limited

Directors report and financial statements

31 December 2011

Land and buildings Plant and machiery Special tool dies and ngs Total
Owned Leased Owned Leased Owned Leased
£000 £000 £000 £000 £000 £000 £000
246,952 5,435 277,331 39,871 457,744 198,640 1,225,973
3,940 - 22,655 - 31,624 - 58,219
(146) - (1,032) - (6,493) (11,473) (19,144)
- - - - 35 (35) -
250,746 5,435 298,954 39,871 482910 187,132 1,265,048
250,746 5,435 298,954 39,871 482,910 187,132 1,265,048
20,768 - 32,861 - 46,282 - 99,911
(4,916) - (12,043) - (2,733) (19,692)
127 - 934 (1,061} -
266,725 5,435 320,706 38,810 526,459 187,132 1,345,267
(104,952} (5,289 (189,149) (39,499) (260,134)  (189,671) (788,694}
(11,492) (11) (25,046) (372) (53,339) (2,506) (92,766)
130 - 972 - 6,413 11,182 18,697
- - - - (35) 35 -
(116,314) (5,300) (213,223) (39.871) (307,095)  (180,960)  (862,763)
(116,314) (5,300} (213,223) (39,871) (307,095) (180,960) (B862,763)
(9,626) g1} (22,271) - (60,409) (2,395) 94,711)
4,326 - 10,664 - 1,017 - 16,007
m7n - (944) 1,061 - - -
(121,730) (5,310) (225,774) (38,810) (366,487) (183,355) (941,467)
142,000 146 88,182 372 197,610 8,969 437,279
134,432 135 85,731 - 175,815 6,172 402,285
144,994 125 94,932 - 159,972 3,777 403,800

Included 1in additions 1s £50,020,220 (2010 £28,454,571) relating to assets 1n the course of construction

The leased assets are pledged as secunty against the finance lease hability (see note 18)
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Notes (continued)

12 Intangible assets

Cost

Balance at 1 January 2010
Additions

Disposals

Balance at 31 December 2010

Balance at 1 January 2011
Additions
Disposals

Balance at 31 December 2011

Depreciation and impairment
Balance at | January 2010
Depreciation for the year

Balance at 31 December 2010

Balance at 1 January 2011
Depreciation for the year
Disposals

Balance at 31 December 2011

Net book value

At 1 January 2010

At 31 December 20i0 and
January 2011

At 31 December 2011

Licences,
patents and
trademarks
£000

941
38

(674)
(269)

(543)

(943)
(82)
140

(885)

267

3o

280

Total

£000

941
38

979

941
325
(140)

1,165

(674)
(269)

(943)

(943)
(82)
140

(885)

267

36

280

BMW (UK) Manufacturing Limited
Dhrectors’ report and financial statements
31 December 2011
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Notes (continued)

13 Deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following

BMW (UK) Manufacturing Limited
Directors’ report and financial statements
31 December 2011

Assets (Liabilities) Net
2011 2010 2011 2010 2011 2010
£°000 £000 £°000 £°000 £000 £7000
Property, plant and equipment 16,885 9,836 - - 16,885 9 836
Tax value of loss carry-forwards 539 38,743 . - - 539 38,743
Tax asset / (ilabihines) 17,424 48,579 - - 17,424 48,579
Movement 1n temporary differences during the year
Property, plant and Tax losses Denvatives Total
equipment
£7000 £000 £7000 £°000
Balance at 1 January 2010 9,134 61,132 - 70,266
Recogmsed 1n income 702 (22,389) - (21,687)
Recogmsed mn equity - - - -
Balance at 31 December 2010 9,836 38,743 - 48,579
Balance at 1 January 2011 9,836 38,743 - 48,579
Recogmsed 1n income 7,049 (38,204) - (31,155)
Recognised in equrty - - - -
Baiance at 31 December 2011 16,885 539 17,424
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Notes (continued)

14 Inventories

2011 2010

£000 £000

Raw matenals and consumables 22,509 17,979
Work 1n progress 4,908 4,715
27417 22,694

In 2011, raw matenals and consumables recognised in cost of sales amount to £1,785,440,865 (2010
£1,892,583,068)

Inventories are shown net of provisions for loss and obsolescence The movement n the inventory provision 1s
shown below

2011 2010

£000 £000

Balance as at 1 January and 31 December

15 Financial assets
Intevest bearing deposit with related party

The Company had a short term mterest bearing deposit with BMW (UK) Capital plc at 31 December 2011
£693,022,290 (2010 £515,766,310)

The followmng details apply

Interest Volume 1n relevant Weighted average  Weighted average
currency maturity penod effective 1interest
(months) rate (%)
2011 Fixed GBP 693,022,290 1 0.5870%
2010 Fixed GBP 515,766,310 1 0 4550%
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16 Trade and other receivables

2011 2010

£000 £000

Trade recervables 405 494
Trade receivables from related parties 163,122 153,726
Prepayments 1,785 2,127
165,312 156,347

Credat risk
Exposure to crediut risk

The trade recervables from related parties are concentrated in Germany with the ultimate parent company Due to
the nature of trading, past due recervables do not occur which does not give nse to an allowance for impairment

The company’s most sigmificant customer 1s 1ts ultimate parent company, an mternational automotive business,
which accounts for £163,122,418 of the trade receivables carrying amount at 31 December 2011 (2010
£152,312,041)

17 Cash and cash equivalents

2011 2010
£000 £000
Cash and cash equivalents per balance sheet 5 4
Cash and cash equivalents per cash flow 5 4

statement
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Notes (continued)

18 Financial liabilities

2011
£000
Non-current
Finance Leases -
Current
Finance leases -
Current accounts held with BMW AG 55,573
VAT due 37,178
92,751

Financial habilities due to related parues are disclosed n note 26

Finance lease liabilities are payable as follows

2011

Finance Leases Not later Later than  Later than
than one  one year and five years
year not later
than five
years
2011 2011
£000 £000

Total minimum lease - -
payments at the balance
sheet date

Discount factor of the
minimum lease payments

£000

The present value of the - -
mimmum lease payments

2010
£000

53,212
53,212
34,347

87,559

BMW (UK) Manufacturing Lirmted
Directors’ report and financial statements
31 December 2011

Not later than
one year

2010
£000
54,769

(1,557

53,212

Later than
one year and
not later than

five years

2010
£000

Later than
five years

2010
£000
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18 Financial liabilities (continued)

Currency derivatives with a related party:

BMW (UK) Manufacturing Limited

Directors report and financial statements
31 December 2011

The Company has entered into two foreign exchange derivative contracts with BMW AG, over the year end, to
manage 1ts foreign currency risk exposure

Liquidity risk

The following are the contractual matunties of financial hiabilities, including interest payments and excluding the

mpact of netting agreements

Non-derivative financial liabihities
Loans from group undertaking
Trade and other payables

Finance leases

Derivative financial liabilities

Forward Exchange Contracts

Non-derivative financial Liabilities
Loans from group undertaking
Trade and other payables

Finance leases

Denivative financial liabilities

Forward Exchange contracts

31 December 2011

Carrying
amount

£000

227,065

629

Contractual
cash flows

£000

227,065

629

31 December 2010

Carrying
amount

£000

152,520
53,212

3)

Contractual
cash flows

£000

152,520
54,769

3)

6 mths
or less

£000

227,065

629

6 mths
or less

£000

152,520
54,769

3)

6-12
mths

£000

6-12
mths

£000

1-2
years

£000

1-2
years

£000

2-5
years

£000

2-5
years

£000
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19 Trade and other payables

2011 2010
£000 £000
Trade payables 191,815 126,546
Trade payables to related parties 20,845 10,822
Non-trade payables 7,532 6,216
Accrued expenses 6,873 8,936
227,065 152,520

20 Provision — emission rights
2011 2010
£000 £7000

" Batance as at January - -
Provision made during the year - -
Provision consumed during the year - -

Balance at 31 December - -

The ermission nghts provision represents the fair value of the cost to settle the obligation to deliver emussion rights
against plant emissions

Emission Rights

The Company 1s a participant of the EU Emission Trading Scheme The scheme 1s mandatory for certain specified
processes to reduce the emission of CO2 gases The scheme sets limuts for the amount of CO2 that can be released
through a National Allocation Plan Each participant 1s 1ssued with a pre-determined quantity of allowances and
each year the participant must surrender sufficient allowances to cover the quantity of CO2 released Surplus
allowances may be sold and 1f a participant has a shortfall, additional allowances have to be purchased to cover
these emissions The scheme 15 currently 1 Phase I1, which covers the pertod from 1 January 2008 te 31 December
2012 For the years 2008 — 2011 the site emutted sigmificantly fewer enussions than issued Allowances and expect
this to happen in 2012 also The surplus 1s planned to be carned forward mto Phase 1II to hedge our position as free
1ssue Allowances are to be phased out dunng Phase III No asset i1s recognized as the recoverability of the surplus
free allowance ts uncertain

Future requirements are based on planned production volume and then flexed to take account of any actual
varances

21 Share capital -

2011 2010
£000 £000
Allotted, called up and fully pad
40,000,001 Ordinary shares of £1 each at 31 December 40,000 40,000

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

No shares were 1ssued for consideration duning the year
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22 Operating leases

Non-cancellable operating lease rentals are payable as follows

2011
£000
Less than one year 981
Between two and five years 2,189
More than 5 years 597
L.ease rental payments 3,767

BMW (UK) Manufactunng Limuted

Directors’ report and financial statements

2010
£000

1,171
2,340
1,125

4,636

31 December 2011

The company leases equipment under operating leases which typically run for five years Lease rentals are
typically ncreased every five years to reflect market rentals None of the leases mclude contingent rentals

During the year ended 31 December 2011, £1,171,206 was recogmsed as an expense 1n the income statement 1n

respect of operating leases (2010 £1,185,000)
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23 Financial instruments
Qverview

The company manages its foreign currency nsk by entering into short term foreign currency contracts with BMW
(UK) Captal plc

The Company has exposure to the following nisks from 1its use of financial instruments
s  Credit nsk
e Liquidity nsk
s  Market nsk

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives,
policies and processes for measuring and managmng nrisk, and the Company’s management of capital Further
quantitative disclosures are included throughout these financial statements

The Board of Directors has overall responsibility for the implementation and oversight of the Company’s risk
management framework which 1s established by the Company’s parent company The framework 1s used to identify
and analyse the nsks faced by the Company, to set appropriate risk limits and controls, and to momitor nsks agamnst
those limits Risk management policies and systems are reviewed regularly to reflect changes in activites In
comunction with these policies, the Company offers tramming and development to mstil a disciplined and constructive
control environment tn which all employees understand their roles and obligations

The BMW AG Group’s mternal audit function carmes out regular reviews of the operational and financial
management of the Company The results are ultimately reported to the BMW AG Board of Drrectors

Credit risk

Credit nsk 1s the nisk of financial loss to the Company 1f a customer or counterparty to a financial mstrument fails to
meet its contractual obligations and arises principally from the Company’s receivables from customers

Trade, other recervables and amounts due from fellow group undertakings

The Company’s exposure to credit nsk 15 deemed low because the material receivable balances and financial
instrument counterparties are with related parues and as such are guaranteed by the ultimate parent company At the
balance sheet date there are no sigmficant concentrations of credit nsk The maximum exposure 15 represented by
the carrying amount of each financial asset in the balance sheet

Liquidity risk
Liquidity nisk 1s the nisk that the Company will not be able to meet 1its financial obligations as they fall due The

Company’s approach to managing hqudity 15 to ensure, as far as possible, that it will always have sufficient
hquidity to meet 11s habalities when due, under both normal and stressed conditions

The company regularly reviews its cash flow requirements and ensures sufficient funds are available to meet 1ts
habihties as they fall due The Company 1s part of a Group cash pooling arrangement along with certain fellow UK
Group undertakings Under this arrangement, cash receipts are swept from the Company’s bank account on a daily
basis and required funds are advanced as required The nterest bearing deposit to related party of £693,022,290
(2010 £515,766,310) represents the net cash position

Market risk

Market nisk 1s the nsk that changes 1n market prices, such as foreign exchange rates and interest rates will affect the
Company’s income or the value of uts holdings of financial instruments The objective of market nsk management
15 to manage and control market nsk exposures within acceptable parameters, while optimisimg the return on risk
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23 Financial Instruments (continued)
Currency risk

The Company 1s exposed to currency nisk on sales and purchases that are denominated mn a currency other than its
functional currency of GBP The currencies in which these transactions primanly are denommated are Euro, US
Dollars and Japanese Yen

The principal sales and purchase transactions are denominated in Euro’s which provides a natural cash flow hedge

The currency risk of the company 1s managed by BMW AG prnimanly through utilising forward contracts and
foreign exchange swaps

Exposure to currency risk
The Company’s exposure to foreign currency rnisk was as follows, based on notional amounts

31 December 2011 31 December 2010

Euro JPY USD Euro JPY UsSD
000 000 000 000 000 000

Trade recetvables 201,902 - 39 183,302 - 111
Trade payables {162,935) (906,502) (776) (97,967) {740,144) (288)
Gross balance
sheet exposure 38,967 (906,502) (737) 85,335 (740,144) (177)
Estimated forecast 2,941,509 ) _ 3,088,265 ) )
sales
Estimated forecast
purchases (1,998,215)  (6,216,393) (9,599) (2,204,342) (8,562,582) (13,048)
Gross exposure 943,294  (6,216,393) (9,599) 883,923 (8,562,582)  (13,048)
Forward exchange
COntracts 629 - - (80,433) - -
Net exposure 982,890  (7,122,895) (10,336) 969,258  (9,302,726)  (13,225)

Currency and nterest rate risks are managed throughout the BMW Group at both a strategic and an operating level,
utihsing hedging strategies and financial markets, co-ordinated through treasury operations in Germany, managed
by BMW AG

The following sigmificant exchange rates applied during the year

GBP Average rate Reporting date
mid-spot rate
2011 2010 2011 2010
GBP GBP GBP GBP
EURO 11521 116473 119710 116202
usD 139242 155140 129750 155240
JPY 111002 125 45642 100 15403 126 21012
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23 Financial Instruments (continued)
Sensitivity analysis

A 10% strengthening of GBP against the following currencies at 31 December 2011 would have increased equity
and profit or loss by the amounts shown below This analysis assumes that all other vanables, in particular interest
rates, remain constant The analysis 1s performed on the same basis for 2010

2011 2010
Equity Profit Equity Profit
or loss or loss
£000 £000 £000 £000
Euro 3,382 3,382 8,533 8,533
usD 53 53 9 g
JPY 817 817 314 314

A 10% weakening of GBP against the above currencies at 31 December would have had the equal but opposite
effect on the above currencies to the amounts shown above on the basis that all other vanables remain constant

Capital management

The Board’s policy 1s to mamntain a strong capital base so as to maintain investor and creditor confidence and to
sustain the future development of the business The Board of Directors monitor the return on capital which 1s
defined as total shareholders’ equity, excluding non-redeemable preference shares and the level of dividends to
ordmary shareholders

There were no changes in the Company’s approach to capital management durning the year

Neither the Company nor any of 1s subsidiaries are subject 1o externally imposed capital requirements
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Calculation of fair values

BMW (UK) Manufactunng Limited

Directors’ report and financtal statements
31 December 2011

Fair values of financial instruments (denvatives and non-derivative instruments) are determined by using BMW
(UK) Caprtal plc’s Treasury Management System This system incorporates relevant and current external market
mformation Specifically, fair market values are calculated by using a discounted cash flow method Each future
cash flow 1s discounted by a factor based on the zero yield curve The zero yield curve 1s calculated by the system

using current market data

The carrying amounts and fair values of loans to and loans from group undertakings are shown 1n the table below

2011 2010

Carrying amount Fair Value Carrying amount

£000 £'000 £°000

Interest bearing deposit to related party 693,022 693,022 515,766
Trade and other receivables 165,312 165312 156,347
Cash and cash equivalents 5 5 4
Currency hedge contracts 629 629 3
Finance lease liabilities - - 53,212
Trade and other payables 227,065 227,065 152,520

Fair Value
£000

515,782
156,347
4

3
53212
152,250

The nominal amounts, fair values and matunties of financial denvative instruments, which the company expects to

be settled 1n cash, shown in the balance sheet are as follows

31 December 2011 Nominal amount Fair values
Due within Due between
Total one year one and five
years
Currrency’000 £000 £000 £000
Assets
Currency hedge contracts EUR 146 146 -
Liabilities
Currency hedge contracts EUR 775 775 -
31 December 2010 Nomunal amount Fair values
Due within one Due between
Total year one and five
years
Currency’000 £000 £000 £000
Assets
Currency rate contracts EUR 3 3 -
Liabilities

Due later
than five
years
£000

Due later than
five years

£000
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24 Capital commitments

During the year ended 31 December 2011, the Company entered into contracts to purchase property, plant and
equipment for £30,667,730 (2010 £44,861,000) These commitments are expected to be settled 1n the following
financial year

25 End of Iife velacle directive

In September 2000, the European Parliament passed Directive 2000/53/EC on end-of-life vehicles  As part of this
directive, vehicle manufacturers and professtonal vehicle importers will be responsible for a sigmficant part of the
end of life costs of collecting, disposing and recyching new cars put on the road from 1 July 2002 and from 1
January 2007, new cars put on the road before 2002

The company has sold 1,870,286 cars since 1 July 2002 for which they may be legally obligated to pay towards their
collection, disposal and recychng at the end of their lives In addition the company estimates that no more than
74,000 cars were sold prior to 1 July 2002 1n the UK and will still be on the road after 1 January 2008 and therefore,
the company may be legally obligated to pay towards their collection, disposal and recycling at the end of their
lives

Provisions for these costs have not been recogmised as the directors have received confirmation from the ultimate
parent company that any hability will be tndemnified by the ulimate parent company
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26 Related parties

The related parties with which the company traded during the year or with whom there were outstanding assets or
habilities (including financial derivatives) at the yearend were

Directors and key management
BMW AG

BMW (UK) Holdings Ltd

BMW (UK} L«

BMW Hams Hall Motoren GmbH
BMW Fahrzeugtechmk GmbH
Rolls-Royce Motor Cars Ltd
BMW (UK) Capatal plc

Alphabet (GB) Ltd

BMW Motoren GmbH, Steyr
BMW North Amenca LLC .
BMW Manufactuning Corporation
BMW Services Ltd

Swindon Pressings Ltd

BMW Japan Corporation

BMW Leasing (GB) Lid

BMW Fmancial Services (GB) Ltd
BMW Pensions Services Ltd
BMW Italia SPA

BMW Belgium Luxembourg SA NV
BMW Svenige AB

BMW India Private Limited

BMW Malta Finance Ltd

BMW Automotive (Ireland) Ltd

The Company 1s a manufacturer of MINI branded vehicles and sells all manufactured vehicles to BMW AG at an
agreed transfer price

Sales of goods and services to related parties were £2,266.676,100 (2010 £2,330,821,472)
Purchases of goods and services from related parties were £702,669,562 (2010 £695,419,658)
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26 Related parties (continued)

Transactions with key management personnel are as follows

2011 2010

£°000 £000

Salaries 757 699
Bonuses 1,129 763
1,886 1,462

Interest

Interest receivable and payable can be analysed as follows

2011 2010

£000 £7000

Interest recervable from related parties 1,785 1,785
Interest recervable from non-related parties 2,918 2,918
4,703 4,703

Interest payable to related parties 253 180
Interest payable to non-related parties 1,557 5114
1,810 5,294

Financial receivables and payables

Financial recervables from related parties at the year end, which the company expects to be settled 1n cash, were as
follows

2011 2010
Currency’000 Currency’ 000
BMW {UK) Capital plc GBP 693,022 GBP 513,327
BMW (UK) Camtal plc EUR - EUR -
BMW {UK) Capital plc USD - UsD 8
BMW (UK) Capital plc JPY - JPY 446

Financial payables to related parties at the year end, which the company expects tc be settled in cash, were as
follows

2011 2010

Currency’000 Currency’ 000

BMW (UK) Capital plc EUR - EUR 19
BMW AG GBFP 55,573 EUR -

Financial recervables from and (payables) to related parties also include derivative contracts, entered into with these
parties 1 order to manage financial nsks The fair values of those denvatives disclosed 1n note 23 transacted with
related parties may be analysed as follows

2011 2010
£000 £°000
BMW (UK) Capital ple - (3)
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27 Pensions

The Company participates n pension schemes operated by BMW Group These are defined benefit schemes, the
assets of which are held in separate trustee admumstered funds The major pension arrangement 1s the BMW (UK)
Operations Penston Scheme of which the latest actuarial valuation was carned out by independent quahified
actuaries using the projected umt method as at 5 Apnl 2009

BMW (UK) Holdings Limited 1s the holding company of this Company and the other companies which participate
m the schemes BMW (UK) Holdings Limited 1s also the Principal Employer under the rules of the schemes The
pension costs ansing from the schemes are accounted for 1n accordance with IAS 19 (Revised) 1n the accounts of the
holding company

BMW (UK) Manufacturing Limited has accounted for the scheme on the basis of contributions payable in the year
The normal monthly contributions payable for the year due to the pension arrangements were £254m (2010
£18 2m) and there were no contnbutions outstanding at the year end Normal contmbutions of £2 3m (2010 £2 8
m) were also paid to the scheme n respect of the cost of early retirements and bndging pensions The 2012
contribution 1s expected to be £22 3m

Latest actuarial valuations

The actuanal assumptions which have the most significant effect on the results of the valuation are those relating to
the rate of return on investment and the rates of increases in salanes and pensions in payment In the 2010 actuanal
valuation the discount rate was dependent on when the future cash flow 1s paid (1 e “term-dependent™) and was
based upon the yield available on AA rated corporate bonds

The assumed rate of salary mcrease was 1 0% per annum above the rate of inflation Assumptions for inflation and
pension increases were also term dependent The market value of the scheme assets at that date was £3,406 mullion
This represented 34% of the benefits which had been accrued to members, after allowing for future assumed
Increases in earmngs

The following information 1s presented for the schemes as a whole and has been updated to 31 December 2011 1n
accordance with IAS 19 (Revised)

2011 2010

£000 £000
Present value of funded defined benefit obligations (5,395,993) (4,999,908)
Fair value of plan assets 4,331,187 3,999,799
Unrecogmised actuanal gams and (losses) - (109)
Net obligations (1,064,806) (1,000,218)
Movements in fair value of plan assets

2011 2010

£000 £000
At 1 January 3,999,799 3,854,725
Employer contnbutions 81,171 91,753
Expected return on plan assets 209,185 204,077
Actuanal gains/(losses) 276,808 78,947
Benefits paid (235,862) (229,776)
Contributtons by members 86 73
At 31 December 4,331,187 3,999,799
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Movements 1n present value of defined benefit obhigation

At 1 January

Interest cost

Current service cost

Past service cost

Actuanal (gains)/losses
Contributions by members
Benefits paid

At 31 December

BMW (UK) Manufactuning Limted

Directors’ report and financial statements
31 December 2011

2011 2010
£000 £000
4,999,908 4,935,788
260,434 261,230
50,182 44756
1,776 7,808
319,469 (19,971
86 73
(235,862) (229,776)
5,395,993 4,999,908

The fair value of the plan assets and the return on those assets were as follows

Equities
Corporate bonds
Gilts

Property
Other

Actual return on plan assets

Principal actuarial assumptions (expressed as weighted averages)

Discount rate

Expected rate of return on plan assets {note this 1s as at
year end 1 e for coming year}

Future salary increases

Retail price inflation

2011 2010

Fair Value Fair Value
£000 £000
795,302 846,801
1,499,248 1,683,898
872,844 706,485
420,202 369,695
743,591 392,920
4,331,187 3,999,799
485,993 283,024
2011 2010

% %

4.75 53

5.30 53

3.65 41

3.15 36
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28 Ultimate parent company and parent company of larger group

The company 1s a wholly owned subsidiary undertaking of BMW (UK) Holdings Linited which 1s incorporated m
England and Wales

The ultimate parent company and controlling party 1s Bayensche Motoren Werke Akuengesellschaft, which 1s
incorporated in Germany

The address where Bayerische Motoren Werke Aktiengesellschaft’s accounts, which mclude the results of the
company, can be obtained 1s Petuelring 130, D-80788 Munich, Germany No other group accounts include the
results of the company

29 Accounting estimates and judgements

The directors consider the following accounting estimates and judgements to be cntical to the financial statements
Estimation of fair values

The assumptions used 1n the estimation of fair values are disclosed 1n note 23

Deferred tax

The recognition of the deferred tax asset 1s based upon the directors’ current estimation of future taxable profits,
agamnst which the tax asset can be offset In forming this opimion the directors have considered the current
profitability and future trading agreements with the ultimate parent company The directors do not consider that the
future taxable profits will be insufficient to offset the asset recogmised
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