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STRATEGIC REPORT

Introduction

THIS YEAR MARKED A SERIES OF HISTORIC MILESTONES

FOR JAGUAR LAND ROVER:

TEN YEARS OF TATA OWNERSHIP, DURING WHICH WE HAVE

ACHIEVED RECORD GROWTH AND REALISED THE POTENTIAL RATAN

TATA SAW IN OUR TWO ICONIC BRANDS;

FIFTY YEARS OF THE EXTRAORDINARY JAGUAR XJ, BOASTING A

LUXURY SALOON BLOODLINE UNLIKE ANY OTHER; AND

SEVENTY YEARS SINCE THE FIRST LAND ROVER MOBILISED

COMMUNITIES AROUND THE WORLD.

TODAY, WE ARE TRANSFORMING FOR TOMORROW. OUR VISION IS

A WORLD OF SUSTAINABLE, SMART MOBILITY: DESTINATION ZERO.

WE ARE DRIVING TOWARDS A FUTURE OF ZERO EMISSIONS, ZERO

ACCIDENTS AND ZERO CONGESTION —- EVEN ZERO WASTE. WE SEEK

CONSCIOUS REDUCTIONS, EMBRACING THE CIRCULAR ECONOMY

AND GIVING BACK TO SOCIETY.

TECHNOLOGIES ARE CHANGING BUT THE CORE INGREDIENTS

OF JAGUAR LAND ROVER REMAIN THE SAME: RESPONSIBLE

BUSINESS PRACTICES, CUTTING-EDGE INNOVATION AND

OUTSTANDING PRODUCTS THAT OFFER OUR CUSTOMERS A

COMPELLING COMBINATION OF THE BEST BRITISH DESIGN AND

ENGINEERING INTEGRITY.

CUSTOMERS ARE AT THE HEART OF EVERYTHING WE DO. WHETHER

GOING ABOVE AND BEYOND WITH LAND ROVER, OR BEING

FEARLESSLY CREATIVE WITH JAGUAR, WE WILL ALWAYS DELIVER

EXPERIENCES THAT PEOPLE LOVE, FOR LIFE.
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FISCAL YEAR 2018/19 |
AT A GLANCE

e
e

RETAIL SALES INCLUDING
OUR CHINA JOINT VENTURE

578,915 UNITS

 

Fiscal 2018/19: $78,915

Fiscal 2017/18: 614,309

 

Fiscal 2016/17: 604,009

 

Fiscal 2018/19: £24.2bn

Fiscal 2017/18: €25.8bn

 

Fiscal 2016/17: £24.3bn

O

OPERATING CASH FLOW

BEFORE INVESTMENT

£2.5BN
 

Fiscal 2018/19: £2.5bn

Fiscal 2017/18: £3.1bn

Fiscal 2016/17: £3.6bn

S
WHOLESALES EXCLUDING
OUR CHINA JOINT VENTURE

507,895 UNITS

 

Fiscal 2018/19: 507,895

 

Fiscal 2017/18: 545,298

 

Fiscal 2016/17: 534,746

e

PROFIT/(LOSS) BEFORE TAX
AFTER EXCEPTIONAL CHARGES*

 

£(3.6)BN
—

Fiscal 2018/19: £(3.6bn) / £(358)mn**

Ss
Fiscal 2017/18:

£1.5bn / £1.1bn**

Se
Fiscal 2016/17:
£1.6bn / £1.4bn**

eB
TOTAL INVESTMENT

SPENDING

£3.8BN

@

Fiscal 2018/19: £3.8bn

Fiscal 2017/18: £4.2bn

 

Fiscal 2016/17: £3.4bn

* Please see note 3 of the financial statements on page 130for the definitions of profit/(loss) before tax and exceptionalitems,

operating cashflow before investmentandtotal investment spending. Please see note 4 ofthe financial statements on page 132

for the detail of exceptional charges.

** Before exceptional charges.
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CHAIRMAN’S
STATEMENT

The global automotive industry is witnessing disruptive

innovations leading to the industry beingin flux and

facing significant challenges. Technological changes are

leading to new products and business models including

shared mobility, and autonomous and connected vehicles.

Concerns aboutsustainability are leading governments

across the world to push for reductionsin their carbon

footprints, encouraging the adoption of electric vehicles.

These changes, coupled with the geopolitical trade

situation, uncertainty around Brexit and slowdownin the

key automotive market of China, have led to a period of

uncertainty for the global automotive industry.

Against this backdrop, Jaguar Land Roveris making

significant investments to develop next-generation

products.It has continued to expandits global

manufacturing footprint and investin skills, training,

design, engineering and mobility services. Over the past

year, the Companyhas continued to develop award-

winning products that combine outstanding performance,

quality and technology. Theall-electric Jaguar I-PACE has

been awarded 2019 World Car of the Year, 2019 World

Car Design of the Year and 2019 World Green Car, being

the first car ever to win three World Cartitles, along

with being awarded Carof the Year at the European

Car of the Year Awards 2019. Thisis a gratifying

testament to the superior next-generation car portfolio

of Jaguar Land Rover.

From an operational performance perspective, the last

12 months have been challenging for Jaguar Land Rover.

The Company has faced headwinds from external factors

including slowdownofsales in China and Europe along

with the internal factors of high fixed-cost structures and

high investmentteading to cash outflows. These have

resulted in the business reporting a revenue decline this

year and an operatingloss.

In the face of these challenges, the business has launched

comprehensive programmesto improve operational and

financial performance. The two majorinitiatives — Project

Charge, which is focused on reducing costs, and Project

Accelerate, which is focused on addressing the structural

challenges on product launches — havestartedto yield

results. These are critical interventions and the Company

is committed to deliver cost and cash improvements.

| would tike to thank Prof. Dr. Ralf Speth and the

employees of Jaguar Land Rover. Over the years, they

have contributed significantly to the underlying strengths

of the business, and during this period of uncertainty they

are once again committed to turn around the business on

a path of sustainable and profitable growth.

| remain confident of Jaguar Land Rover's potential,

driven by the marque brands, superior future-generation

product portfolio, technical capabilities and the quality

of its talent, and fully support the continuing organic

growth of the business. | wish the management and the

team of Jaguar Land Rover a successful turnaround and

a prosperous future ahead.

NATARAJAN CHANDRASEKARAN

CHAIRMAN

JAGUAR LAND ROVER AUTOMOTIVE PLC

31 MAY 2019
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CHIEF EXECUTIVE
OFFICER’S STATEMENT

in the decade since Ratan Tata acquired Jaguar and Land

Rover, we have created an outstanding, award-winning

product portfolio, designed and developed to the highest

standards of engineering integrity by our talented team

of pioneers. Every Jaguar and Land Rovervehicle offers a

stunning combination of contemporary design, cutting-edge

technologies and refined driveability.

In Fiscal 2018/19, we expanded our operationalfootprint,

both in the UK and internationally. We opened our first

Industry 4.0 manufacturing plant in continental Europe,

at Nitra, Slovakia. Our advanced research and engineering

facilities includesignificant redevelopment at Gaydon and

Whitley as well as additional technology hubslocatedin

Manchester, UK, Shannon,Ireland and Budapest, Hungary.

The National Automotive Innovation Centre at Warwick

provides us with a Critical mass of research capability in

mobility technologies.

Our newly openedfacilities Fulfil the highest BREEAM

standards. Our UK manufacturing operations even achieved

Carbon Neutral status one year ahead of our 2020

sustainability targets.

We maximise the talents of our workforce through the

Jaguar Land Rover Academy, which provideslifelong learning

from recruitment to retirement. Last year, our people

completed almost 1,700,000 hoursoftraining, building the

skills to seize the opportunities that future mobility presents.

The automotive industry faces multiple regulatory, economic

and geopolitical disruptions and technologicalchallenges,

unprecedentedin nature, impacting us simultaneously. We

have met the stringent new WLTPregulatory standards.

Extensive public debate around tailpipe emissions, public

health andair quality, coupled with pledgesbycities to

ban combustion engine vehicles and the introduction of

additional taxation in some countries, has increased levels

of customer confusion and reduced diesel's market share.

Anincreasingly protectionist global trade agenda and

ongoing Brexit uncertainty impact our ambitionsfor

sustainable competitive growth.

Wehaveinvested intensively to prepare for the move from

the internal combustion engine to autonomous, connected,

electrified and shared mobility — or “ICE” to “ACES” — continuing

to refine ourclean efficient Ingenium propulsion systems while

at the sametime collaborating with high-tech global partners

to spearhead advancesin future automotive technologies.

Ourfinancials for Fiscal 2018/19 reflect these external

chatlenges with lowersales. After three consecutive quarters

of operating losses, we returned to profitability in the fourth

quarter, achieving a high positive cash flow. Nevertheless,

wehadto report an overall loss for the full financial year and

even write down the carrying value of capitalised assets.

In anticipatingall of these headwinds, we have taken

proactive and decisive action through “Charge” and

“Accelerate”, our turnaround and transformation programmes.

Weare on course to overachieve on our “Charge” targets,

£2.5 billion of rapid cost and cash improvements. We took

thedifficult but necessary decision to reduce our global

workforce.It has made Jaguar Land Rovera leaner, more

resilient organisation.

Through “Accelerate”, we simultaneously drive large-scale

systemic and structural change with root-and-branch

reviewsofall of our processes and working practices.

The next chapterin the story of Jaguar and Land Roverwill

be the most exciting — and demanding — in our history. We

lead the ICE-to-ACES revotution in many areas. We were the

first to faunch a premium electric SUV, the Jaguar I-PACE,

a vehicle that has won the most prestigious accoladesin

the automotive industry: European Car of the Year and an

unprecedented hat-trick at the 2019 World Car Awards.

Our product strategy is clear: frorn 2020,all of our new

vehicte models wilt offer our customers a choice of varying

degreesof electrification, from mild and plug-in hybrid to

battery electric, as well as advanced electronic architectures

and ACES productfeatures.

As wetransform today for tomorrow, we have a defined

vision to shape future mobility: “Destination Zero” — zero

emissions,zero accidents and zero congestion. We harness

new technologies to enable smart integrated mobility and

improvelives in the communities we call horne. We adopt

circular economyprinciples throughout our product creation

processes, with active reuse and recycling and the application

of innovative sustainable materials. For example, our

responsibly sourced interior options include eucalyptustextile.

Fiscal 2018/19 has been a tough year. | wouldlike to take

the opportunity to thankalt who contributed to the acclaim

and recognition bestowed on our award-winning product

portfolio. In a volatile world, we create experiences that

peoplelove,forlife.

The coming yearwill excite. We bring the long-awaited Land

Rover Defender back into ourfarnily. We took forward with a

steadfast commitmentto continue delighting our customers

with more of the most desirable and characterful vehiclesin

the world.

PROF. DR. RALF D. SPETH

CHIEF EXECUTIVE OFFICER

JAGUAR LAND ROVER AUTOMOTIVE PLC

31 MAY 2019
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OUR BLUEPRINT
FOR SUCCESS
The Jaguar Land RoverBlueprint represents

who we are and whatwestandfor —

our purpose, our passions andourvalues.

People connect with Jaguar and Land Rover,

whether they are employees, customers or

partners. Experienceslink our two great

brands, making memoriesforlife.

 

DESTINATION ZERO

Ourvision is a world of sustainable, smart mobility:

Destination Zero - enhancing the quality of everyone's

life with zero emissions, zero accidents and zero

  congestion through relentless innovation.
 

 

OUR PURPOSE

 

OUR BUSINESS

 

OUR PASSIONS

 

OUR VALUES
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CUSTOMER FIRST

INTEGRITY, RESPONSIBILITY, EXCELLENCE, UNITY, PIONEERING
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HOW OUR
BUSINESS MODEL
CREATES VALUE

Through ourproven capabilities

in award-winning design and

innovative engineering, we create

world-class products and mobility

services that inspire andexcite.
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Welook to maximise valuefor all ofour stakeholders by investing in our

people and ourpartners andstriving to achieve the highest standards

ofquality in everything that we do. Our objective is to position Jaguar

Land Roverfor long-term, sustainable, profitable growth as we advance

ourvision ofzero emissions, zero accidents and zero congestion.
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OPERATIONAL FOOTPRINT

Jaguar LandRoveris a British company with global capabilities

in manufacturing and engineering. Our broad reach helpsusoffer

more models, deal with currencyfluctuations and be competitive

everywhere we operate.

UNITED KINGDOM
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Range RoverVelar,

Trotl's Ladder, Norway
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INDUSTRY
CHALLENGES

The multiple market, geopolitical,

technological and regulatory headwinds

facing the automotive industry not

only impactfinancialperformance

but also require us to make significant

levels ofinvestment.

China

The Chinese economy has been slowing, exacerbated

by trade tensions between the US and China, with

weaker consumer demand and the stock market

down.Together, these headwinds contributed to an

8.3 per cent year-on-year decline in sales across the

Chinese automotive industry. Ourretail sales have atso

been impacted by high levels of inventory, intensified

competition and low dealer profitability. In response,

welauncheda local turnaround programme in 2018 to

rejuvenate vehicle sales in China. We have implemented

a more demand-led “pull” strategy to reduce

discounting pressures, improve dealerprofitability and

protect the premium nature of our brands. We continue

to reduce inventory in-market and explore ways to

improve the experiences of our Chinese customers. We

have also strengthenedlocal procurement to enhance

the competitiveness of our Changshu manufacturing

facility. We are confident about the long-term outlook

in China and that weare taking the right actions to

realise these opportunities.

Trade

Brexit: In Fiscal 2018/19, the EU region represented a

fifth of our retail sales and was the source of a significant

proportion of key components. Werely on free and

frictionless trade. Any barriers, including tariffs and delays

at borders, would adversely impact our business, Greater

certaintyis vital.

Our mitigations against the risks of a Brexit no-deal

outcome have included factory downtime and ensuring

that buffer production stock is available.

UStariffs: During Fiscal 2018/19, over 20 per cent of our

vehicle sales were madein the US. The US Government

is considering a 25 per cent tariff on imported vehicles.

Givenall Jaguar and Land Rovervehiclessold in the US are

imported, such a tariff would severely impact our business

performance and competitivenessin the US market.

Regulatory environment

Diesel uncertainty: Diesel engines have reduced CO2

emissionssignificantly over the past decade. New

diesel engines typically have similar levels of NOx and

particulate emissions to their equivalent petrol engines,

while achieving up to 20 per cent better fuel economy

and up to 15 per cent lower CO? emissions.

However, consumerconfusion,tightening emissions

regulations and increasing taxation have impacted diesel’s

popularity. As a result, Jaguar Land Rover's sales ofdiesel

vehicles in the UK and Europefell by 10-15 per centin

Fiscal 2018/19. Growing concerns aboutair pollution

levels in cities around the world are expected to lead to

increasing restrictions and bans, and several countries

have committed to phase outthe sale of vehicles with

internal combustion engines altogether.



Negative perceptionsof diesel have led consumers to

favour petrol engines, contributing to increased fleet

CO2 emissions. We remain on track to deliver a 45 per

cent reduction in Europeanfleet averagetailpipe CO2

emissions by 2020. We have introduced robusttraining

to support our retailer network as well as online support

for our customers to help them assess whichfuel type -

whetherthat be petrol, diesel, hybrid or electric ~ is right

for them and the journeys they make.

Emissions: Changes to the European emissionstests of

the Worldwide Harmonised Light Vehicle Test Procedure

(WLTP) in September 2018 made non-compliant models

subject to additional taxes. The changesalso increased

manufacturing costs and caused consumeruncertainty.

Ourlatest EU6 Ingenium diesel and petrot engines are

among the cleanestin the world. Jaguar Land Rover was

oneof the few car manufacturers to meet the WLTP

deadline for type approval ofits vehicles, reducing the

operational impact of the emissions test changes.

A range of our vehicles, including the new Range

Rover Evoque, the Land Rover Discovery Sport and

the refreshed Jaguar XE, have all achieved compliance

with stringent Real Driving Emissions Step 2 (RDE2)

standards NOx emissions tests well in advance of the

2020 introduction of RDE2for all new models.Investing in

continued refinements and improvementsto our internal

combustion engines remains key to our forward-looking

strategy, particularly for future plug-in hybrid vehicles.
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Barriers to the widespread adoptionof electric vehicles

Accessibility: Despite lingering range anxiety, dernand

for electric vehicles (EVs) is growing. However, EVsstill

represent only a smail proportion of total industry sales ~

in 2018, battery electric vehicles accounted for only

1.3 per cent of all passenger vehicle sales in Europe.

Growth in consumer demand for EVs depends on the

deployment of adequate charging infrastructure, including

practical access to private charging points.

Affordability: An EV powertrain is three to four times

more expensive than a comparable combustion engine.

The higher purchase price is in contrast to an EV's

lower operating costs, requiring a change in consumer

perspective for the total cost of ownership. Car

manufacturers cannotrealise the benefits of scale in EV

manufacture until EV volumesrise. The rapid development

of battery and other EV technologies will result in

obsolescence, higher costs and a period of sustained

volatitity for the car industry.

Decarbonisation of energy:Fossil fuels remain the

primary means of power generation in many countries.

More efforts are required through domestic national

energy policies to decarbonise the energy production

processif 100 per cent emissions-free mobility is to

be achieved. Nevertheless, we give our Jaguar !-PACE

customers the certainty of zero emissionsdriving, working

with powerproviders to offer 100 per cent renewable

energy which optimises the carbon footprint of our EVs.
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INDUSTRY
OPPORTUNITIES

Developments in technology are changing

our world more quickly than at any

time in history, nowhere more so than

in the automotive sector. Autonomous,

connected, electric and shared mobility

(ACES) will transform notjust how

people travel but how theylive.

Our sustained investmentin recent years into the

development of new products and next-generation

technologies means we are well placed to capitalise on

the opportunities that a future world of mobility creates.

New and refreshed models globally

The take-upofelectrified vehiclesis increasing. We have

introduced a portfolio of electrified products across our

model range while continuing to offer a range of ultra-

clean,efficient Ingenium petrol and diesel engines.

We are committed to electrify every new vehicle model from

2020. The Jaguar I-PACE, winner of the coveted 2019 World

Carof the Year, World Car Design of the Year and World

Green Car awards,is the first premium all-electric SUV in the

world. Newly refreshed models such as the Jaguar E-PACE,

the Range RoverVelar, winner of 2018 World Car Design of

the Year, and the new model year Range Rover and Range

RoverSport, both with plug-in hybrid derivatives, have

recently attracted new customers to both of our brands.

The all-new Range Rover Evoque is Land Rover’s first

mild hybrid. The much-anticipated new Land Rover

Defender, designed and engineeredin the UK,will

makeits public debut tater this year.

Our state-of-the-art manufacturingplantin Nitra,

Slovakia, opened in October 2018, applies Industry

4.0 principles to produce the Land RoverDiscovery.

Pilot manufacture of the new Land Rover Defender

started in early 2019. The plant has an annual

production capacity of 150,000 units.

Steady growth is forecast for premium automotive

industry sales in the US, the UK and Europe over the

coming years, and challenging market conditions in

China are expected to ease. This strengthening growth

coupled with the launch of additional new and refreshed

models means we are cautiously optimistic about our

future growth.

Electrifying technologies

Designed and developed in-house, the revolutionary

electric Jaguar |-PACE has given us advanced knowledge

in electric motor design andlithiurn-ion battery

technology. We have over 200 patents pending on this

game-changingelectric vehicle.

From 2020, we will begin the manufacture of next-

generation Electric Drive Units (EDUs) at our Engine

Manufacturing Centre in Wolverhampton. These EDUs

witl be powered by batteries assembled at a new facility

near Birmingham, UK. Together, they will power our

future battery electric and plug-in hybrid vehictes.



Scalability and flexibility

Jaguar Land Rover's family of clean, refined and efficient

Ingenium petrot and diesel engines is based around a

modular, flexible and scalable all-aluminium design with

commonfeatures, offering quality and cost efficiency.

Thereis a choice of three-, four-, and six-cylinder engines

and electrification in the form of mild and plug-in hybrid

technology systems.

In 2020, we will begin the roll-out of our next-generation

modular architecture (MLA) across our productportfolio.

MLA accommodatesa range of propulsion systems

comprising conventional engines, hybrids and full battery

electric powertrains. This flexible architecture will streamline

engineering and manufacturing processes and increase

commonality of components across our model range, with

the aim of improving quality, reducing cost and increasing

operationalefficiency.

The manufacturing flexibility offered by MLA and

Ingenium gives us the speed and responsiveness to

produce what our customers wantatthe righttime.

Autonomous, connected and shared mobility

Werecognise that in-car experiences must keep pace

with the fast-moving technology industry, offering

customers products and services that are simple, intuitive

and convenient. Time will become the new luxuryin a

world of autonomousdriving.

Jaguar Land Rover's InControl services and applications,

including 4G Wi-Fi hotspots and the Remote smartphone

app,link seamlessly and securely with the outside world and

already connect customers to their vehicles from a distance.

STRATEGIC REPORT 19
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Wecontinue to introduce new driver assistance

technologies into our vehicles and are developing more

advancedself-driving technologies in responseto legal

frameworks permitting higher degrees of automation.

Private car ownership, our core business,will continue

to exist at scale, particularly in suburban and rural areas.

However, increased urbanisation and localised transport

policies are driving different patterns and opening up new

business opportunities in cities for mobility as a service.

Through InMotion, our venture capital arm, we develop

transport and mobility solutions. InMotion has invested

in Lyft, the successful ride-hailing Company and Voyage,

deploying self-driving cars in private communities.

THE OUTis InMotion’s new on-demand premium car

rental service, providing London residents access to

Land Rovervehicles.

Collaborationis key

The technological and regulatory changesin the automotive

industry require significantly higher investment and other

costs at a timeofrelatively lower returnsin the early stages of

adoption and customer acceptanceofelectrified vehictes.In

this challenging environment, widercollaboration is essential

to share financial and operationalrisks and can open up new

business models and access new customers.This is why we

are working with pioneering organisations such as Waymo and

UK Autodrive to develop andpilot self-driving technologies.

The National Automotive Innovation Centre (NAIC), located

at Warwick University, offers Jaguar Land Rover a critical

massof research capability in an environment designed to

encourage large-scale collaboration with academia, supply

chain partners and leading technology companies.
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TRANSFORMING OUR
BUSINESS: CHARGE

We have launched Project Charge in

response to the unprecedented market,

technological and regulatory challenges

that are impacting our currentfinancial

performance. The objective ofthis

programmeis to identify and implement,

at speed, short-term gains to improve

cost, cash, revenue andprofitability.

Positively charged

Through decisive actions, we will reduce investment

spending by £1 billion, improve working capital by

£500 million and make £1 billion of profit growth and

cost efficiencies, all by the end of Fiscal 2019/20.

Project Chargeis on track to achieve its £2.5 biltion

target with £1.25 billion of benefits already delivered

during Fiscal 2018/19. These comprise the following:

A £700 million reduction in investment (of

Eg © £3.8 billion versus the £4.5 billion originally
/ anticipated) following rigorous spend reviews

to identify non-core and non-product

investmentsavings without compromise

to our revenue-generating product plans;

(C £400 million of working capital improvements,

(ev with inventory reduced by £800 million since

— Septemberthrough actions including improved

production and demand managementenabled

by advanced forecasting and analytics; and

/ £150 million of savings in costs including

labour overhead savings through our workforce

reduction programme.

Paving the way to a sustainable, profitable future

Reducing the size of our global workforce by 6,000 people

is expectedto deliver over £400 million of ongoing cost

efficiencies starting from Fiscal 2019/20, with further cost

savings expected as Project Charge continuesits review

ofcosts, including commercial, purchasing and marketing

activities. Project Chargewill also maintain a focus on

investment spend and working capitalto identify, deliver

and sustain the additional savings necessary to meet our

£2:5 billion target.

The cost and cash improvements achieved by Project

Charge enable vital ongoing investmentinto next-

generation ACES products and services to deliver

experiences that people love,forlife.
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Strategy

TRANSFORMING OUR
BUSINESS: ACCELERATE

Jaguar Land Rover’s rapid expansion

over the past decade has added

complexity to our organisation,

operations and supply chain

management. Our responseis the

Accelerate transformation programme.

Shaping solutions to deliver long-term

sustainable change

Accelerate will make lasting systemic, structural

improvements to our business, buitding on the

short-term financial gains already being realised

through Project Charge.

There are three key workstreams:

On-time, quality programmes

> Optimised resource planning

> Drive consistency and commonality

> Step-up risk and change management

> Mindset and processdiscipline

> Supplier collaboration and quality standards

Bg© Detiver competitive material cost

> “Should Design’ and “Should Cost’ with benchmarking

> Purchaselife cycle planning and sourcing

> Customervalue-driven tech standards

> Make versus buy

®, Enhancesales performance

> Positioning, pricing and launch approach

> Customer-centric product and features offerings

> Customer marketing effectiveness

> Customerservice and quality perception

> Fix right first time — rapid diagnosis and issue resotution

Weare also reviewing our organisational design and

business behaviours to improve role and processclarity.

By evaiuating and improving our core systems, our

culture and the ways we work, wewill create greater

efficiency and drive a relentless focus on quality and

competitiveness throughout Jaguar Land Rover.
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JAGUAR:
FEARLESS CREATIVITY

Jaguar’s heritage ofelegant design,

innovative engineering and ground-

breaking technology has excited and

delighted the worldfor over 80 years.

Today’s world-class Jaguar family comprises the award-

winning XE, XF and XJ saloons, the dramatic F-TYPE

sports car, the F-PACE performancecrossover — the

fastest-selling Jaguar ever — the E-PACE compact SUV

and now I-PACE,theall-electric SUV putting Jaguar at

the forefront of the electric vehicle revolution.

Industry-leading technology

Ourfirst all-electric model, the Jaguar I-PACE, was

chosen by an expert panelof 86 prorninent global

motoring journalists to be the 2019 World Carof the

Year, World Car Design of the Year and World Green Car

— an unprecedented treble. To date, the |-PACE has won

more than 60 awards. Designed to take full advantage

ofits electrified powertrain and bespoke aluminium

architecture, the |-PACE combines SUV practicality with

sports car performance.

in Fiscal 2018/19, we introducedintuitive technology,

the latest convenience systems and enhanced

connectivity to the Jaguar XE. Smart Settings technology

usesartificial intelligence to learn the preferences of

individual drivers and adjusts seat, mirror, audio and

climate settings automatically.



Decadesof sporting heritage

Since the reveal of the XK120 in 1948, sports cars have

been integral to Jaguar's heritage, with the F-TYPE

being the culmination ofthis rich lineage. To celebrate

70 years of Jaguar sports cars, we introduced the F-TYPE

Chequered Flag Limited Edition. Based on the F-TYPE

R-Dynamic Coupé and Convertible, and available with

powerful four- and six-cylinder engines, the Chequered

Flag features a range of subtle visual enhancementsto

the exterior and to the driver-focused “1+1” cabin.

Jaguar also commemorated 50 years ofits flagship XJ

luxury saloon by creating a once-in-a-lifetime drive ofall

eight XJ generations from the Jaguar Castle Bromwich

Assembly Plant to the Paris Motor Show, where the

model madeits world premiere in 1968. The journey

was completed by 26 global media, covered 521 miles

and tookin significant locations such as Jaguar Classic,

Goodwood MotorCircuit and Le Mans.
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Design, luxury and refinement

The Jaguar E-PACEis the latest modelto feature Adaptive

Dynamics to improve ride comfort, handling response

and bodycontrol. This technology monitors vehicle

movements every 2 milliseconds and calculates the

required damping force every 10 milliseconds to respond

instantly to the driver's inputs and road surface changes.

In Fiscal 2018/19, we revealed the new Chequered Flag

editions of the XF Saloon and XF Sportbrake, with design

elements including special side-vent badging, Gloss Black

alloy wheels, R-Sport seats and Dark Hex aluminium

instrument panelling. The 300 SPORT and Chequered Flag

special editions have also been added to the World Car

of the Year- and World Car Design of the Year-winning

F-PACErange.
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THIS YEAR’S HIGHLIGHTS
 
 

THE AWARD-
WINNING
JAGUAR I-PACE
Nothingelse looks or driveslike

the I-PACE.

IN FOCUS

® Winnerof over 60 awards, including

2019 European and World Car of the Year

® World'sfirst truly prernium electric SUV

® Ground-breaking cab-forward design, engineered

from the ground upfor electric architecture

© Lightweight aluminium body and integrated battery,

delivering exceptionalstiffness

® Leading-edge safety, connectivity and driver

assistance features

The JaguarI-PACEis one of the safest and most

innovative vehictes on the road today. It offers an engaging

drive, everyday usability and a unique balanceofagility,

refinement and comfort.

The model embodies the innovation that puts Jaguar Land

Roverat the forefront of the electric vehicle revolution.

In April 2019, the I-PACE becarne World Carof the Year

at the New York International Auto Show, also taking the

World Car Design of the Year and World Green Cartitles.

State-of-the-art capability and charging

The Jaguar !-PACE’s 90kWhlithium-ion battery and two

light, compact andefficient electric motors deliver sports

car performance of 0-60mphin 4.5 seconds and a range

of up to 292 miles (WLTP).It charges from 0-80 per cent

in just 40 minutes using 100kW rapid charging. Extensive

energyefficiency technologies including regenerative

braking and battery pre-conditioning help make the most

of each charge. I-PACEfleets are already in operation

as taxis in Munich, where their capability is being tested

around the clock. Vehicle data from every journey is

logged, and this wealth of information on real-world use

is helping our engineers to develop even moreefficient

future electrified vehicles.



The navigation system takes account of topography and

driving style to plot the most energy-efficient route, while

the Smart Climate feature can heator cool just the area

around each occupant to minimise energy consumption.In

Fiscal 2018/19, we launched Go I-PACE, an app that helps

customersto calculate potential cost savings and battery

use and includes functionality for finding charging points.

Sustainable from inception

The I-PACE's design has sustainability at its core. The

vehicle's lightweight aluminium body with integrated

battery frame delivers the highest torsionalrigidity of

any Jaguar yet. As we developour recycling capability

through our REALITY research and development

collaboration, we will incorporate into new vehicles

increasing amounts of recycled material from existing

Jaguar and Land Rovervehicles, including pre-production

I-PACE prototypes.

Highlights of the body design include industry-first use

of aluminium forgings and Jaguar-first applications of

post-form heat treatmentto increase the strength of

the aluminium alloys used in crash-critical areas. ,
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Leading the waywithintelligent safety systems

The Jaguar |-PACE has achieved the maximum five-

star Euro NCAPrating and offers leading-edge safety

technologies include Adaptive Cruise Control with

Steering Assist, Autonomous Emergency Braking with

Pedestrian and Cyclist Detection and a 360° Parking

Aid. A unique Audible Vehicle Atert System also warns

vulnerable road users when the vehicle is approaching —

a system that wastested in conjunction with UK charity

The Guide Dogsfor the Blind Association. Pedestrian

safety is further enhanced by a deployable bonnet system.

Seamless data-driven connectivity

With inControl technology, drivers can enjoy secure 4G

connectivity, while the vehicle's hundredsofintelligent

sensors improve the driving experience by learning about

user preferences. Software-over-the-air updates ensure

that the Jaguar I-PACE continuously improves over time

and provides drivers with updatesto their infotainment

system, telematics unit and battery charging capability.
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IN FOCUS

® Enhancedtook with advancedall-LED headlights

andtail-lights

J A G U A R x E : ® All-new interior featuring beautiful details and

premium materials

INNOVATIVE AND

 
THIS YVEAR’S HIGHLIGHTS
 

® Newtechnologies from all-electric Jaguar I-PACE,

EXTRAORDINARY including self-learning Smart Settings and

Touch Pro Duo infotainment system

The new Jaguar XE, launchedin ® Segment-first ClearSight interior rear view mirror

February 2019, is a complete package of for outstandingrearvisibility
progressive design, innovative technology ® Lightweight aluminium-intensive body and

and extraordinary driving dynamics efficient Ingenium engine technologies

It is engineeredto be the best-handling

compactexecutive saloon. 



Advanced aerodynamicsin a contemporary design

With ail-LED exteriorlights and a new bumperprofile,

the XE’s contemporary design lends it an even more

assertive stance. At the sametime, larger front apertures,

boid graphics and muscular forms allude to the vehicle's

advanced aerodynamics.

Driving performanceand environmental innovation

The new Jaguar XE’s lightweight aluminium-intensive body

construction, with double wishbone front and integrallink

rear suspension, delivers agile handling, precise steering

and exceltent safety. Rear-wheel-drive powertrains deliver

trademark Jaguar handling, feel and balance, while the

advancedall-wheeldrive system withIntelligent Driveline

Dynamics automatically distributes torque between the

front and rear axles depending on the driving style and

conditions. Three clean and efficient Ingenium engines
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are available, including powerful 300PS and 250PSpetrol

engines and a 180PS 2.0-litre diesei engine that returns up

to 57.6mpg.The dieselis also compliant with the stringent

RDE2 standards.

Designed for safety, comfort and convenience

The beautifully crafted all-new interior features extensive

use of soft-touch materials, premium veneers and door

trims that improve usability and practicality. The Jaguar

XE's Touch Pro Duo infotainment system, shared with

the t-PACE, provides instinctive control over key vehicle

functions. Wireless device charging and clever Smart

Settings technology also make their first appearance

in the XE alongside thefirst-in-segment ClearSight

interior rear view mirror. Unhindered by poorlight or rain,

the system provides a high-definition video feed to the

frameless rear view mirror.
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LAND ROVER:
EXPERIENCES THAT GO

ABOVE AND BEYOND

Land Roveris the world’s

favourite SUVbrand.Since 1948,

more than 7 million have been sold

in over 100 countries. Each Defender,

Discovery and Range Rover model

in ourline-up definesits sector andis

testamentto decadesofinnovation.

Ourpioneering spirit and industry-

leading expertise in all-terrain

technologies put Land Roverat the

forefrontoffuture mobility.

Greater choice of power

Advanced design and technotogy have madethe

world’s finest SUVs even moreefficient. Alongside the

Range Rover and Range RoverSport plug-in hybrid

electric vehicles (PHEVs) that went on sale last year, we

have introduced a mild hybrid electric system (MHEV)

combined with anall-new Ingenium in-line six-cylinder

engine. The 48-volt hybrid system ensuresefficiency, with

the beautifully balanced straight-six format delivering

peerless refinement. Effortless power comesfrom ,

combining electric superchargers with turbochargers,

with the electric powerfilling in the torque curve for

immediate response. This new addition is at the cutting

edge of powertrain technologies and showsthe flexibility

of our modular Ingenium family.

The new powertrain debuts in the Range Rover Sport HST, in

400PS guise, with customerdeliveries imminent. And from

1 May 2019, the order books opened for the Range Rover

3.0-litre in-line six-cylinder Ingenium petrol engine.

Further additions to the Ingenium family will arrive later

in 2019, with the addition of a three-cylinder format

that will power the new Range Rover Evoque and Land

Rover Discovery Sport. The new Premium Transverse

Architecture (PTA) that underpins the vehicles has been



engineered to make the most of the new compact and

lightweight powertrain. The three-cylinder will also be

available as a plug-in hybrid, making it one of the first

three-cylinder PHEVs in the segment.

Luxury and performance

Building on the Range RoverVelar’s elegant modern design,

the SVAutobiography Dynamic Edition heightens the luxury

and comfort of the world’s most beautiful mid-size SUV.

The supercharged 5.0-litre V8 petrol engine delivers 550PS,

while enhanced SV brakes have outstanding stopping

power. The special edition offers optimised aerodynamics

and cooling and optional diamond-turned finish wheels.

SVAutobiography Dynamic Edition retains the all-terrain

capability, traditional refinement and comfort customers

expect from a Range Rover, with an even more rewarding

and engaging driving experience.

Premium capability

The latest updates strengthen the Land Rover Discovery's

status as the ultimate family SUV. The 3.0-litre diesel

engine offers excellent performance and efficiency. New

Clear Exit Detection safety technologies protect occupants

and otherroad users, helping occupants to exit the vehicle

safely whenthere is oncomingtraffic or other hazards.
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Customers love the world’s most versatile compact “5+2”

SUV, the Discovery Sport, for its combination of unrivalled

all-terrain capability, flexibility and versatility for up to

seven people with 24 possible seat configurations.

The new Discovery Sport has been updated with the

latest user-friendly technology and moreefficient,

electrified engines offering “go anywhere” enhancements.

The innovative Terrain Response 2 technology ensures

you can waderivers,climb mountains and explore places

other SUVs cannotreach, while the new PTA delivers

greater comfort and surpasses the most stringent global

safety requirements.

Next-generation refinement

The second-generation Range Rover Evoque,revealed

in November 2018,is also based on our new PTA. Under

the skin, the vehicte is a technology revolution,setting

new standards in the segmentfor refinement, capability

and sustainability. The recognisable design has evolved.

A modernist exterior is combined with a luxurious

technology-rich interior, with new materials crafted

from eucalyptus, wool and recycledplastics.
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THIS YEAR’S HIGHLIGHTS
  

LAND ROVER:
AN ICONIC BRAND TURNS 70

In Fiscal 2018/19, we celebrated Land

Rover’s 7oth anniversary, recognising

the incredible people, vehicles and

technologies that have contributed to

the brand’s ongoing success.

 

First debuting at the Amsterdam Motor Showin 1948,

Land Roveris the story of the utility vehicle that defined

the world’s favourite 4x4 and pushed the boundaries

of exploration. The brand connects people who have a

passion for adventure with the purposeful innovation

that characterises our family of vehictes.

Today's models trace their roots directly back to the original

Series | Land Rover conceived by the Wilks brothers. 70 years

have equippedusto deliverthe finest off-road and all-terrain

capability. Land Rovers have become someofthe world’s

most iconic vehicles — carrying essential relief in emergencies

and disasters and being at the heart of epic adventures.

Land Rovervehicles are designed for adventure — and few

expeditions are more adventurous than the DakarRally. So,

it was appropriate that thefirst car homein the inaugural

Paris—DakarRally, back in 1979, was a Range Rover. Since

inception, our vehicles have combined rugged strength,

performance and go-anywhere capability, making them the

first choice on countless journeys to some of the world’s

harshest environments.



Line in the Snow

To launch the celebrations, an outline of a Land Rover

Detender was imprinted 2,700m upin the FrenchAlps.

This wastribute to the moment whenthe engineering

director of Rover, Maurice Witks, first sketched the shape

of the original Land Roverin the sand of Red Wharf Bay.

This original drawing has stoodthetestof time, continuing

to be recognised as the Defenderfrom then until today.

Celebrating Land Rover at 70 around the world

Events took place around the world, showcasing the

extraordinary work our vehicles perform, including:

® Streets of Solidarity, Red Cross, Milan: Helping the

homeless by carrying supplies and acting as mobile

consulting rooms, Land Rovers are used by the

volunteers of Milan Red Cross to provide support to

those who needit most.

® The Land of Land Rovers, West Bengal, India: Dating

from 1957, 42 Land Rovers providevital transportation

for the people in the remote settlement of Sandakphu,

highlighting the lasting capability of our vehicles.

Land Rover Fest

A weekend-long festival in Solihull, UK saw thousands

of employees, neighbours, community partners and

brand enthusiasts coming together to honour 70 years

of Land Rover.
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Sixteen iconic Land Rovers from the past seven decades

drove in procession to kick off the weekend. Among the

vehicles on show was the Red Cross Land Rover Discovery,

buiit as a disaster retief command centre, displaying the

innovative technology that helps to save lives worldwide.

Within the crowds was 97-year-old Fred Bostock, who

wasreunited with twohistoric vehicles he worked on: the

Series | HUE 166 and the famous missing prototype7.

 

SEVEN DECADES OF LAND ROVER

 

1948 Land RoverSeries | iaunched at the

Amsterdam Motor Show
 

1970 Original two-door Range Rover(the Classic)
goes on sale
 

1976 1,000,000th Land Roverbuilt
 

1989 Land Rover Discovery, the third Land Rover
model, goes on sale
 

2010 Range Rover Evoque, the world’s first luxury

compact SUV, makesglobal debut
 

2018 Global unveiling of next-generation Range
Rover Evoque   
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THIS YEAR’S HIGHLIGHTS
  

RANGE ROVER
EVOQUE:
SOPHISTICATED EVOLUTION

Designed, engineered and manufactured

in Britain, the next-generation Range

Rover Evoque, revealed in November

2018, sets new standards in refinement,

capability and sustainability.

IN FOCUS

© New Premium Transverse Architecture (PTA) for a

smooth and quiet ride

® Self-learning Smart Settings and state-of-the-art

Touch Pro Duoinfotainment

® Award-winning, world-first ground view technology and

high-definition rear view mirror

©® Available with Land Rover’s first mild hybrid electric

(MHEV) powertrain, which harvests energy for

improved fuel economy and reduced emissions

The capability to go anywhere

Combiningall-terrain capability with on-road composure,

the new Evoque delivers improved performance, safety

and stability. The Evoque is based on our new mixed-

metal PTA platform, which offers front- and ail-wheel-

drive setups and also handles petrol, diesel, MHEV and

PHEV powertrains.

Smootherdriving

The new Range Rover Evoque wascreated from the

outset aroundelectrification. Its smooth and efficient

four-cylinder Ingenium diesel and petrol engines feature

48-volt mild hybrid systems, with an even more efficient

three-cylinder Ingenium petrol plug-in hybrid joining the

rangelater this year.

Road adaptability

Intelligent sensors on the new Evoque continuously monitor

road conditions, adjusting dampers to give a composedride

regardlessof terrain or surface, while Driveline Disconnect

disengagesdrive to the rear wheels when cruising to

reduce frictional losses and improve fuel economy.
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Ground-breaking mirror technology

in a world first, cameras in the front grille and door

Mirrors project to the central touchscreen,giving a virtual

180-degree view in front of and underneaththe vehicle.

The ClearSight Ground View helps navigate difficult urban

or roughterrain, while the new smart interior rearview

mirror can also transform into a high-definition screen,

offering bettervisibility.

Connected everywhere

Thefirst Range Rover with Smart Settingsartificial

intelligence, the vehicle remembers and predicts the

driver’s preferred temperature, media settings and

commonly dialled numbers according to the time or day

of the week. The vehicle also has native integration with

Apple CarPlay and Android Auto.

Sustainable luxury

The way we make our vehicles and the materials that go

into them is of vital importance to everyone at Jaguar

Land Rover. The use of recycled and natural materials

in the new Evoque along with the addition of hybrid

powertrains not only enhancesits appeal but also

underpins our approach to sustainable luxury.

Jaguar Land Roveris Carbon Neutralcertified for our

UK manufacturing, and we have put sustainability at the

heart of the new Evoque. The Evoqueis built with up to

33kg of natural recycled material from post-consumer

or post-industrial sources, such as a durable woolblend

by Danish experts Kvadrat, and Dinamica® suedecloth,

created from recycled plastic.

Finishes also include our first plant-basedtextile,

Eucalyptus Melange, which is sustainably sourced and less

water-intensive than similar naturalfibres. In addition, the

Evoque features our first technical performance material,

Ultrafabrics™ polyurethane, which is 50 per cent lighter

than leather and has anti-microbial and -odour properties.
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SPECIAL
VEHICLES AND
CLASSIC
The passionate people at Special Vehicles

(SV) produce halo vehicles that magnify

the core attributes ofour strongest-ever

brandportfolio.

Based at SV Technical Centre in Warwickshire, UK, a

team of 500 work across 40 engineering bays to deliver

stunning,tailor-made and bespoke-designed vehicles,

including limited-run collectors’ editions.

ANNUAL REPORT 2018/19

The Jaguar Land Rover Classic team is dedicated to

preserving and restoring our motoring heritage. Historic

car specialists offer vehicles, services, genuine parts and

knowledge to customers worldwide, as well as the best

possible restoration facitities located at Classic Works,

a 14,000m? hubincluding space for 480 vehicles at any

one time.

Wealso draw on ourhistory to create stunning vehicles,

including Reborn restorations, the ground-breaking

electrified Jaguar E-type Zero concept,all-new

Continuation Jaguar D-types and the Land Rover

Defender Works V8 70th Edition.
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JAGUAR XE SV
PROJECT 8
Ourtradition ofpushing the

boundaries ofdesign, engineering

and craftsmanship continues with the

new JaguarXE SVProject8.

The 600PS supercharged V8-poweredsaloonis the

most powerful road-legal Jaguar ever made and

holds fastest production saloon records at circuits

worldwide,including the Nurburgring Nordschleife,

Laguna Seca, Portimao and Dubai Autodrome. The

Project 8 is the second Collectors’ Edition, produced

in a maximum run of 300.



38 JAGUAR LAND ROVER AUTOMOTIVE PLC ANNUAL REPORT 2018/19

 

THIS VEAR’S HIGHLIGHTS
 
 

RANGE ROVER VELAR
SVAUTOBIOGRAPHY
DYNAMIC EDITION

The Velar SVA Dynamic Edition is With a 550PS 5.0-litre V8 supercharged engine, the

the newest addition to the SVline- vehicle is capable of accelerating from 0-100km/hin

4.4 seconds (0~GOmphin 4.2 seconds) and reaching

up. Building upon the world’s most 274km/h (170mph), without compromising ontraditional

beautiful mid-size SUV,this vehicle Range Roverrefinement and comfort.

gains more performance, luxury
The vehicle has a range of design enhancements,

optimised aerodynamics and improved cooling

performance. Uprated brakes and suspensionsit

alongside bespokecalibrations for everythingincluding

the transmission, steering, powertrain and safety settings.

and exclusivity. 



 

 

THIS VEAR’S HIGHLIGHTS
  

JAGUAR
F-PACE SVR

The Jaguar F-PACE hasbeencritically

acclaimedacross the world and our

performance SUVhas more than

zo international awardsto its name.
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The F-PACE SVRjoined the F-PACEline-up for the 2019

modelyear, featuring a 550PS, 680Nm 5.0-litre V8

supercharged petrol engine and capable of O-100km/hin

4.3 seconds (0O-60mphin 4.1 seconds), with a top speed

of 283km/h (176mph).

The F-PACE SVR features bespoke suspension,

aerodynamic enhancements and newlightweight 21- and

22-inch alloy wheels to accommodate uprated brakes.

A Variable Valve Active Exhaust system ensures the

supercharged V8 engine delivers a soundtrack to match

its performance.

Inside, the Jaguar F-PACE SVRoffers slimline sports seats

featuring the SVR logo, while the Sport Shift Selector

underlines the SUV's sports car-inftuenced character.
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EXPANDING OUR
MANUFACTURING
FOOTPRINT
While the heart and soul ofour business

is in the UK, a balanced globalfootprint

enables us to remain competitive.

 

 

GLOBAL EXPANSION

 

2011 Started contract manufacturingin India

 

2014 Opened Chinesejoint venture

 

2016 Openedplantin Brazil

 

2017 Started contract manufacturing

in Austria
  2018 Opened plantin Slovakia

  



International manufacturing brings Jaguar Land Rover

closer to our customers: we can tailor our vehicles

according to regional requirements. For example, we

designed the Jaguar XEL and XFL specifically with our

Chinese customersin mind.

The opening of our factory in Slovakia is a key milestone

in our globalisation programme. Our Nitrafacility,

the culmination of four years of planning, openedin

October 2018.

Lean,efficient and sustainable manufacturing

This state-of-the-art plant applies industry 4.0 principles

with the introduction of smart, connected manufacturing

technologies to improve processefficiency and

detivery throughout.

STRATEGIC REPORT
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Shopfloor visualisation tools and smart-screens

enable immediate problem-solving. We are also

piloting the use of blockchain, a technology that has

the potential to securely link every part of our supply

chain to a new digital network.

Our 300,000m?Nitra operationis the first in Europe ~

to use the Kuka Pulse carrier system, whichis 30 per

cent faster than conventional conveyance systems.

To ensure sustainable and efficient operations,

the plant has been designed to achieve BREEAM

Excellent accreditation and includes water-saving

devices and LEDlighting.

41
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THIS YEAR’S HIGHLIGHTS
  

OUR
TECHNOLOGY
HUBS

Driving technological innovation is

at the heart ofeverything we do.

Jaguar Land Rover’s engineering

headquarters at Gaydoncollaborates

with our technology hubs around the

world, harnessing the specialist skills

in each centre ofexcellence.

OUR GLOBAL ENGINEERING HQ

e GAYDON,
a> UK

The location of our design and engineering centre,

Gaydon’sfacilities include extreme hot and cold climate

testing, on- and off-road test tracks, a large anechoic

chamberand ourVirtual Innovation Centre.

Since 2017, the site has undergone significant expansion

and redevelopmentto create an industry-leading

innovation hub for future vehicle technologies. We are

centralising our global design, engineering and purchasing

activities at Gaydon to ensure closer functional

collaboration and introduce increased efficiencies across

all of our product development programmes. The modern

campuswill officially reopen later this year.



OUR HUBS

PS SHANNON, IRELAND
{} SOFTWARE ENGINEERING

Our Shannon hubcreates the technologies to support

electrification and self-driving features. The facility

contains a 3,000m? engineering workshopfeaturing

25 individual vehicle developmentbays.

nm MANCHESTER, UK
i SOFTWARE ENGINEERING

Opened in 2018, our centre in Manchester develops

Jaguar Land Rover's mobility service technologies.

fy «WARWICK, UK
NATIONAL AUTOMOTIVE
INNOVATION CENTRE (NAIC)

Openedin Fiscat 2018/19, the NAIC is a state-of-the-art

collaboration hub designed to accelerate development

of future automotive technologies. The building, named

after the late Professor Lord Bhattacharyya, is home to our

advanced engineering research function. Our experts work

alongside academics, suppliers and leading technology

companies to collaborate on future mobility projects.

Jaguar Land Rover's advanced designdivision is also

tocated at NAIC,using industry-leading digital systems

to enable faster design development and ideas sharing.
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Q: LONDON, UK
‘2 INMOTION VENTURES

InMotion, Jaguar Land Rover's venture capital arm, works

with a growing portfolio of start-ups in the urban mobility,

travet and outdoorsectors. Studio 107 is InMotion’s

incubator, developing own-brand mobility services.

nm PORTLAND, USA
i SOFTWARE ENGINEERING

OurPortlandfacility leads research into new open

software technology to enhance our connected

car offering.

Ge BUDAPEST, HUNGARY
VEHICLE ENGINEERING

In 2019, we will open a new technical engineering

office in Budapest to support vehicle testing at our

Nitra manufacturing facility and the managementof

our European supply chain.

SHANGHAI, CHINA
LOCALISATION

Our highly qualified Chinese engineering team provides

deepinsight into the local automotive market. Helping

to deliver Jaguar Land Rover’s autonomous, connected,

electrified and shared mobility (ACES) strategy, it

continuously identifies pioneering ways to adapt

consumerdigital trends for use in our vehicles.
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THE ROAD TO
DESTINATION
ZERO
Our ambition is to make oursocieties

safer and healthier, and our environment

cleaner. We call our visionfor tomorrow’s

mobility Destination Zero.

® Zero emissions: In 2018, battery electric vehicles

accountedfor only 1.3 per cent of all passenger vehicle

sales in Europe.It is government incentives and policies

and advancesin electrification technologies that will

drive consumer take-up of zero emissions vehictes.

However, 100 per cent emissions-free mobility requires

the decarbonisation of the entire energy production

process. Modern clean, efficient combustion engines

havesignificantly reduced emissions and will continue

to play a role as we transition to a future world of

electric mobility.

® Zero accidents: Every year globally 1.3 million people die

in car accidents, equivalent to eight jumbo jet crashes per

day. Autonomous technologies can prevent these deaths.

® Zero congestion: Transport infrastructure across many

countries is reachingits limits. Take central London,

wherethe average speedoftraffic is 7.4mph. Intelligent,

networked transport systemsoffer the solution, with a

future generation of system-level innovation,

Ourself-driving future

We havebuilt a reputation for world firsts and

breakthrough innovations throughout the long histories

of our twoiconic brands. This gives us a competitive

advantage in understanding the needs and requirements

for autonomousvehicles.

@® Jaguar, the creator of the world's first disc brake in

1953,is an industry leaderin aluminium lightweighting

and closed-loop recycling.

@® Land Roveris streets ahead of the competition, with

70 years ofoff-roading experience supported by

extensive know-how and patented technologies, such

as Dynamic Stability Control and the industry-leading

Terrain Response.



Through the UK Autodrive collaboration, wearetrialling

next-stage self-driving technologies, both on the test

track and on complex, busy routes in UK cities. Prototype

self-driving Range Rovers can already communicate with

traffic lights, handle vehicle hazards and park themselves

while protecting pedestrians and otherroad users.

Working in partnership with cognitive psychologists,

we have researched and tested “virtual eye pods” that

indicate to pedestrians that their presence has been

detected and beam intent information onto the road, to

evidence turning, slowing or accelerating. This research

looks into the trust in autonomyfor our self-driving future.

Weare testing the Green Light Optimal Speed Advisory

(GLOSA)system, a new vehicie-to-everything (V2X)

technology designed to communicate withtraffic

lights to find the optimum driving speed that minimises

the need for vehicles to stopat junctions. Reducing

harsh acceleration and sudden braking brings positive

environmental benefits, improving air quality.
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Through our long-term strategic partnership with Waymo,

we exchange learning and expertise about autonomy and

are integrating Waymoself-driving technology into Jaguar

I-PACE vehicles. Currently being tested in San Francisco,

CA, an initial 20,000 1-PACEs will join Waymo's driverless

fleet and serve a potential 1 million trips daily.

Environmental advancesin materials science

In the world envisaged by Destination Zero, future vehicles

will be constructed with sustainable self-repairing new

materials, stronger and lighter than ever before. At Jaguar

Land Rover, we take a “whole systems thinking” approach

in the design, sourcing, manufacturing and recycling of our

vehicles, balancing aesthetics with ethics to deliver the

industry-leading benchmark for future sustainable materials.

Weuse natural fibres and premium recycled materials

to reduce the environmental impact of our processes.

The new Range Rover Evoqueinterior features eucalyptus

textile made from 30 per cent natural wool fibres

alongside polyurethanefabric, providing a durable yet

lightweight sustainable material.
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Creating a tranquil sanctuary inside our vehicles

Smart and connected technologies within our vehicle

cabins can improve our customers’ wellbeing. We

offer configurable ambientinterior lighting and Driver

Condition Monitors, providing early warnings for drivers

to take a break. We are exploring a range of wellbeing

features, including the use of ultraviolet (UV-C)light

technology to help stop the spread of bacteria and

harmfulviruses, a prerequisite for a world in which

customerswill increasingly use shared modesof transport.

Over 70 per centof travellers suffer from motion sickness.

Jaguar Land Rover engineers are creating technologies

that can react and adapt for optimal passenger wellness,

particularly relevant to travelling in a self-driving vehicle.

An algorithm-generated “wellness score” calculates

susceptibility to motion sickness, enabling the system to

recommend how the vehicle should be driven, as well as

adjusting settings within the cabin, reducing car sickness by

up to 60 per cent. We have already collected 15,000 miles

of motion sickness data, which has helped us develop a

baseline of requirementsforself-driving vehicles.

Understanding our customers’ needs

Ourgoalis to meet the ever-changing demandsof our

customers. Increasingly, connected technologies generate

data that can be minedfor the benefit of our customers,

whetheradvising to reroute throughtraffic or detecting

potholes. We take the safety of personal data seriously.

Wecarry out extensive research to understand the

needs, routines and habitsof all of our customers. Our

intelligent Go I-PACE appusesartificial intelligence to help

customers understand how the electric Jaguar I-PACE

would fit into their lifestyle.

The Midlands: The new valley of mobility

Weare a key stakeholderin the UK Faraday Challenge,

established to make the UK a centre of excellence for the

research, developmentand scale-up of future battery

technologies. The new Battery industrialisation Centre, to

be located close to our headquarters in Coventry, will lead

the scale-up activities, providing the opportunitytotrial

advanced battery manufacturing processes.



The West Midlands will be the UK's first multi-city testbed

for 5G high-speed connectivity, vastly improving access

to information.

The National Automotive Innovation Centre (NAIC)is

creating a collaborative environmentfor innovative

research. Weare also testing predictive algorithms for the

future of autonomyin the new Smart City Mobility Centre,

located at Warwick University.

InMotion Ventures: Targeting new forms of mobility

Jaguar Land Roveris passionate about smart mobility

beyond our own business, which is why we are developing

and supporting new ideas and servicesin the broader

urban mobility sector.

Ourventure capital arm, InMotion Ventures, backs start-ups

that have the potential to change the way wetravel.

InMotion invests in urban mobility and travel andin Fiscal

2018/19 expandedits reach to include start-ups offering

active outdoor experiences. We have seen exceptional

developments and breakthroughsin these sectors.

STRATEGIC REPORT 47

Ourproducts, our business

Studio 107, InMotion’s incubator, cameonline in 2018.

Its aim is to help Jaguar Land Rover develop own-brand

mobility services that let the Company quicklytrial,

test and launch new products that meet evolving

consumer demands.Its offerings include Carpe, an

unlimited, all-inclusive car subscription model aimed

at high-miteage drivers, and THE OUT, an on-demand

premium car rental service.
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EXPERIENCES
PEOPLE LOVE,
FOR LIFE

Weput our customersfirst. Our

commitmentto excellence sits at the

heartofeverything we do to deliver

outstanding vehicles and services.

Listening to customersat every opportunity

At Jaguar Land Rover, customerinvolvement begins at the

earliest stages of vehicle conception: :

@ Our customerinsights team collects and analyses

feedback from our customers, which our designers,

engineers and product managers use to inform

decisions and improvements. New high-levelinsights

are shared Company-wide on a weekly basis.

® Wetalk with our customers through Customer

Advisory Boards and private online communities.

@® We gather customerservice insights from our retailers

in 143 markets. We also visit customers at home and

at work to learn about whothey are, how they live and

the role their vehicles play in their lives.

Thanksto the creativity of our customers, we often

co-create ideas with them. Examplesinclude:

® Larger and smarter stowage,including doorbins,

hidden compartments and compartmentalised

console storage;

@® Accessories for dog owners;

® Larger screens; and

® Retention of switches, buttons and dials for customers

who want physical controls.

A premium retail experience

Our ARCHretail corporate identity is designed to excite

our customers and create memorable experiences of our

businesses and brands.

Encompassing the entire retail space, ARCH:

® Offers crisp, modern, beautifully presented design

language that enhances Jaguar and Land Rover;

® Builds brand awareness and recognition;



® Is scalable enough to support small facilities through to

statementsites; and

® Uses an internaliayout that supportssales, aftersales

and service processes.

Focus on quality

Jaguar Land Roveris committed to delivering superior

vehicles and services.

Product quality and customerservice transformation

are key components of our Accelerate transformation

programme, designed to deliver long-term operating

efficiencies and enhance customersatisfaction.

Working with teams across the Company, we have

developed a new vision and purposefor quality at Jaguar

Land Rover. The vision identifies strategic imperatives for

achieving the highest quality throughout the productlife

cycle and for maximising satisfaction and loyalty at every

single customer touchpoint.

We have madesignificant investmentsinto issue

detection and the speedofresolution, including:

@® Warranty transformation: using predictive analytics

technology to detect customerissuesfaster;

STRATEGIC REPORT
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@® Complex issues analysis: opening a new Diagnosis

Centre within MIRA;

® Escalationof priority issues: gaining insights from

“Voice of Market” reports issued by our Customer

Service department; and

® Fasterresolution: establishing engineering support

presence in key markets. These measures have

enabled Jaguar Land Rover to meet Real Driving

Emissions (RDE2) standards ahead oftime for several

of our vehicles.
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APPLYING CUSTOMER FIRST INSIDE
OUR BUSINESS

Our employees are our customers too, so we have

adopted our CustomerFirst Principles as business

behaviours throughout Jaguar Land Rover. These

principles are the following:

® Transparent

® Personalised

@ Make mefeel special

® Easy to do business with

@® Dependable   
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ACTING WITH
RESPONSIBILITY

Our customers care about the world around them.As

do we. Our company and our portfolio of vehicles have

never been more sustainable. From our impact on the

environment and use of the world’s precious resources,

to the way we engage with communities and individuals

across the globe, responsibility is at the core of who we

are and what we do.

It is this commitment that drives our continuous

investment into our people and our wider communities.

We know the value of the resources within our cars

and our operations.It is our goal to make sure we use

those resourcesto help build a better society, a cleaner

environment and to drive sustainable, profitable growth.

lt is a belief we share entirely with the Tata Group.

PROGRESS TOWARDS OUR 2020 GOALS

INCREASINGLY

SUSTAINABLE

Ensure our vehicles are among the
leadersfortailpipe CO2 emissions

[Y All-electric Jaguar !-PACE launched
with zero tailpipe CO2 emissions
 | CHOICES FOR

: OUR CUSTOMERS Reduce Europeanfleet averagetailpipe

CO2 emissions by 45%vs 2007levels

@) Ontrack

 

Introduce electrified powertrains @ From 2020 all our vehicles wilt
have the optionofelectrification,

including full battery electric, plug-in

hybrid and mild hybrid variants
 

 

  

 

 

CONTRIBUTION

TO SOCIETY

and offer learning to our
communities through the
Jaguar Land Rover Academy

REDUCED Carbon Neutral manufacturing [YW Gained Carbon Neutral certification
ENVIRONMENTAL operations at our UK manufacturing and
FOOTPRINT product developmentsites

ACROSS OUR

BUSINESS Zero waste across our operations MM Achieved zero waste direct to landfill

from our UK manufacturing sites

30% reduction in key environmental @) Delivered a 29% reduction in the

impacts overvehiclelife cycles vs 2007 global warming potential of our

global vehicle fleet over the product

plan life cycle vs 2007

Reduced wateruse by 23%per
vehicle built in the UK vs 2007 levels

Key sustainable sourcing criteria @) Aijltier one suppliers are expected

applied toall purchasing decisions to be compliant with the iSO 14001

environmental management

standard, or equivalent

A WIDER Create jobs, train our workforce @) Jaguar Land Rover remains the UK's

biggest car manufacturer, employing

just over 40,000 people globally
(at 31 March 2019)

The Jaguar Land Rover Academy
delivered 1,689,147 hours oftraining
for employeesin Fiscal 2018/19.

15%of our workforce are actively

working towards a formal academic
or professional qualification
  Key Q On track Y Completed

Deploy our engineering expertise

to solve societal problems through
technology, recycling, waste

management and emissions
reduction programmes

@ This year our employees committed

over 75,000 hours through our
volunteering programme, supporting
a diverse range of charity and
community partners



DESTINATION ZERO -

OUR RESPONSIBLE FUTURE

Our responsible business imperatives drive us towards

Destination Zero:

 

CREATING VALUE BEYOND

OUR BOUNDARIES

Supporting our neighbours and local communities,

contributing to the economies around us and

ensuring a transparent, resilient supply chain

3)
DEVELOPING TECHNOLOGY

FOR GOOD

Tackling key challenges facing society and

changing the future through technology

ADVANCING ENVIRONMENTAL

INNOVATION

Reducing the environmental impact of our business

across the productlife cycle

)
EMBRACING THE

CIRCULAR ECONOMY

Efficient resource consumption, to do more with less

by closing the loop on precious materials, recycling and

reusing our waste and materials wherever we can

Se,
‘,

ENHANCING EDUCATION,

SKILLS AND WELLBEING

Our future depends on our people, which means

attracting and retaining the best, developing talent and

skills, and supporting inclusion and diversity

STRATEGIC REPORT
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CREATING VALUE
BEYOND OUR
BOUNDARIES

Ourglobalsocial impact programme delivers

environmentaland social benefits, from far-reaching

education programmesto supporting disasterresilience.

Jaguar Land RoverChina Children — Youth Dream Fund

Since 2014, the Jaguar Land Rover China Children and

Youth Dream Fund has helped hundreds of thousands

of young people to realise their potential. Launched in

partnership with the China Soong Ching Ling Foundation,

the Dream Fundis designed to build brighter futures,

especially for underprivileged children. In 2018, we

launched the programme's second phase, which focuses

on creative education, social care and China—UK cultural

exchanges, extending the project's reach to more than

500,000 young people.

Volunteering our time

This year our employees committed over 75,000 hours

through our volunteering programme, supporting a diverse

range of charity and community partners.

in Fiscal 2018/19, 22 per cent of Jaguar Land Rover

employees donated their time andskills to a range of

local community organisations.In total, they donated

75,318 hours.

This year, Jaguar Land Rover supported over 2.2 million

people through ourprojects, volunteering hours andgifts

in kind totalling over £7.4 million.

Helping grow healthy food for the community

Jaguar Land Rover Solihull has partnered with Gro-Organic,

an award-winning social enterprise, to create an allotment

producing food for the local community. Nowin its second

year, the project brought together 30 of our volunteers,

whocontributed 270 hours of work to clean and prepare

the land. Company-branded moss boards are removing

carbon monoxide from the atmosphere, and young people

receive valuable employability andlife skills training. The

project has already provided 20 boxesof fresh food to the

local community and will continue to contribute through

food banks, schools and churches.



Delivering shared value in Nitra

During Fiscal 2018/19, Jaguar Land Rover employees

donated almost 500 volunteering hours to complete a

series of social impact projects in Nitra, Slovakia, the

homeof our newest manufacturing facility. Working

with the city council, they helped renovate public spaces

and buildings. This included creating Nitra’s first-ever

therapeutic sensory room, where children with visual

impairments and other disabilities can play, relax

and enhancetheir wellbeing. We havealso delivered

education programmes,including our Jaguar Primary

Schools Challenge and Land Rover 4x4 in Schools

Technology Challenge, to inspire the next generation of

engineers. We have also created an endowment fund that

will ensure our long-term support for local projects to

benefit the city and its people.

Responsible businessverification

This year we received a Silver score fromm EcoVadis for

our sustainability performance,including the impact

of our supply chain. The business sustainability ranking

measures environmental, social and governanceactivities,

supporting our overall third-party verification plans.

Working with our suppliers

Close collaboration with our suppliersis vital to the

success of Jaguar Land Rover. We maintain a sustainable,

resilient supply chain wherever we operate, andall tier
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one suppliers are expected to be ISO 14001 certified, or

equivalent. We wphold the highest environmental and

social standardsas identified in our Supplier Sustainability

Guide and makethis clearto all of our tier one suppliers

in our guidelines.

Like other automobile manufacturers, our supply chain is

highly complex. Wewill build on the knowledge we have

developed through the 75 per cent of our component

suppliers who submit their sustainability performance

measuresto the Achilles data management system.

Helping improve the natural environmentin Brazil

In Brazil at the commencementof manufacturing

operations Jaguar Land Roverplanted an area of

trees covering 1 hectare onits land, as part of

efforts to recreate the natural Atlantic forest of the area.

We are now embarking on planting another hectare of

trees on land we own.Collectively this will cover an area

the size of approximately three football pitches. Jaguar

Land Roveris ernbeddedin the state refuge of the middle

Paraiba do Sul River working group, supporting the

protection of endangered species, maintenance of water

resources, ecological restoration and managementof land

use and educatinglocal inhabitants ofits importance.
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DEVELOPING
TECHNOLOGY
FOR GOOD

Both Jaguar and Land Roverhave long histories of

innovation. At the heart of the Jaguar Land Rover

business is Destination Zero, our vision for a Future world

of zero emissions, zero accidents and zero congestion.

Weare channelling our talent, ideas and innovation to

use technology to drive improvements and tackle some

of the key challenges facing society — from pollution and

climate change to the revolution in mobility.

Supporting Red Crossdisasterrelief projects

Land Rover's global strategic partnership with the

international Federation of Red Cross and Red Crescent

Societies (IFRC) is one of the world's longest-standing

- humanitarian partnerships. We have supported the

organisation for more than 60 years, through disasters and

in some of the world’s harshest and most remote locations.

Ourrich history of capability has proved to be the

perfect match for the IFRC’s needs. The provenall-terrain

technologies inherent to Land Rovervehicles help the

organisation to carry outits vital work in some of the

world’s toughest conditions. Recently joining the support

line-up is our unique Land Rover Discovery, designed as a

mobile command centre and added to the Austrian Red



Cross emergency responsefleet in 2018. The Discovery

is equipped with state-of-the-art communications

equipment and an advanced drone with thermal

imaging camera.It can reach remote disaster zonesin

all conditions, immediately improve response times and

support emergency coordination.

Our worldwide partnership with the Red Cross has funded

20 humanitarian projects in 25 countries since 2013,

reaching over 1.1 million people.

Designingfor disability

Onesixth of the global population is registered with a

disability, while medical advances and extended lifespans

mean many global populations are ageing. Our vehicles

already include features that can dramatically improve

usability for people with limited mobility.
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Taking that further, our engineers have developed a door

that opens automatically when the driver approaches.

The prototypeis being tested on the Range Rover Sport

and uses motion sensors and existing keyless entry

to detect the driver and open automatically as they

approach. On-board radar sensors stop the door swinging

into objects.

Onceinside, the driver can close the door using a button,

without needing to lean back out to reach the handle, or

control doors from the infotainment system. The door,

which can also be programmed to close and lock as the

driverleaves, will benefit many disabled people as well as

those with children or carrying heavy loads.
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ADVANCING
ENVIRONMENTAL
INNOVATION

Our future relies on finding ways to be more environmentally

efficient. We continue to systematically reduce our impact

by assessing our footprint across the wholelife cycle and

value chain of our products. Globally, we have already

doubled production while halving ernissions from our

manufacturingsites.

This focus on improvementhas delivered significant

milestones, most recently our Carbon Neutral status in

the UK.

To future-proof our business, we are using science and data

to define our sustainability goals beyond 2020, aiming to

detiver more targeted improvementsin our environmental

performance by 2025 and beyond. We report our progress

transparently, informed by leading sustainability framework

the GRI (Global Reporting Index) Core standard.

Decarbonising our operations and portfolio

Working with carbon experts the Carbon Trust, we have

verified our UK manufacturing and product development

sites as Carbon Neutral from Aprit 2017 to March 2018.

We have reduced our global operating CO2 emissions per

vehicle by 50.7* per cent versus 2007.

We continue to purchase 100 per cent renewable,

zero carbonelectricity at our UK sites**, as well as our

manufacturing plant in Slovakia. Solar panels at our

UK engine and product development plants and our

Changshu, China plant provide over 11MWhelectricity-

generating capacity annually. In addition, our Itatiaia plant

in Brazil benefits from purchased electricity generated

fromm renewable sources, primarily hydro power.

Reducing vehicle emissions

Through the introduction of more electrified products

and the relentless innovation of our Ingenium petrol

and diesel powertrains, we continually seek to reduce

tailpipe CO2 emissions. We are on track to deliver a

45 per cent reduction in Europeanfleet averagetailpipe

COz emissions by 2020 versus 2007.

Between 2007 and 2017 we reduced our Europeanfleet

averagetailpipe CO2 emissions by 36.1 per cent.

All Jaguar and Land Rover models comply with the

standards required by the Real Driving Emissions (RDE)

testing procedure, and some new models, such as the

latest Range Rover Evoque in its D150 manualfront-wheel

drive trim, already meet the stringent RDE2 specification.

From January 2020, RDE2 will require vehicles to emit

80mg/km NOx or less. The Evoqueis the first luxury

compact SUVto achieve this standard.

* Due to volumeincrease, cleaning of the grid mix and efficiency improvementsin UK,Austria, China joint venture and Brazil plants.

** Excluding our small, leased office facilities.



Since 2010, low-friction engine designs have helped

cut real-world NOx emissions by 90 per cent, reducing

emissions during warm-up, while the exhaustinjects

AdBiuefluid into exhaust gases, converting them into

harmless nitrogen and water. Combined with efficient

Diesel Particulate Filters that trap 99.9 per cent of soot,

our current Ingenium engines comply with thestrict

Euro 6d-Final standard.

The introduction of mild hybrid electric vehicle

technology further reduces emissions by capturing

energy during deceleration. We have also added smart

Active Vanes to the Range Rover Evoque, which help

the engine reach operating temperature sooner and

whencooling is not required, such as in steady-state

cruise, to reduce drag by up to 14 per cent. Active

Vanes will soon be rolled out to other Jaguar and

Land Rover products.

Increasing waterefficiency

Weknow the importance of water security to our

business, suppliers and communities — weall rely

on good-quality fresh water. We are reducing our

total potable water withdrawal by focusing on how

much water comesinto our operations and usingit

more efficiently.

For each car we build in the UK, we have already

delivered a 23 per cent reduction in operating water

use, to 2.79m? per car, versus our 2007 baseline.
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C02 emissions for UK operations (tonnes)

 

 

       

380,362
— 364,325 337,370

268,909

FISCAL FISCAL FISCAL FISCAL
2015/16 2016/17 «2017/18 2018/19

Datais based on our operationsin Solihull, Halewood, Castle Bromwich,

Gaydon, Whitley and our Engine Manufacturing Centre.

Data is based on the UXgrid conversion factor.

Operational CO2 performanceincludes purchased gas andelectricity.

COz2emissions for overseas manufacturing (tonnes)

Overall our absolute CO2 emissions have reduced versuslast year, despite

the addition of data from our Changshu and Grazfacilities. Operational

CO? emissions have decreased overthe plan period primarily due to

improvementsin externat grid factors and reduced volumes.

75,692 83,897 80,658*

.
FISCAL FISCAL FISCAL FISCAL

2015/36 2016/17 2017/18 2018/19

 

   

Datais based on our operationsin China, Brazil and Austria.

Operational CO2 performanceincludes purchased gas,electricity and steam”.

* Austria data included from this year.
** Steam only in China.
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EMBRACING THE
CIRCULAR ECONOMY

As early adopters of circular economyprinciples, Jaguar

Land Roverhas tong recognised that “take, make, waste”

processes threaten the availability of natural resources

and materials upon which weall depend.

Aluminium is a key component of our manufacturing

process and vehicle design. Our latest project, REALITY,

builds on long-standing work such as 2016's REALCAR

initiative and finds pioneering ways to recover aluminium

from end-of-life vehicles to build next-generation models.

The process, developed in conjunction with Innovate UK,

is currently being tested on Jaguar i-PACE prototypes.

Bringing circularity inte the vehicle tife cycle, we are

recovering and reforming aluminium from used vehicles

and giving it a secondlife in new models.

Weare a Sector leader in the application of aluminium

closed-loop production. Working with our suppliers,

we reuse up to 75 per cent recycled content in our

aluminium alloy grades, from the scrap generated from

body pressings.

Between September 2013 and March 2019,

316,000 tonnesof closed-loop scrap were reprocessed

into lightweight aluminium-intensive architectures. This

year alone, 74,215 tonnes were reprocessed, and we

continue to use this approachacrossall applicable cartines.

Moving towards zero waste

We do not send any wastedirect to landfill from our UK

manufacturing and product developmentsites. This year

we have reviewed our global packaging requirements,to

clarify the opportunity for waste reduction in each region.

Tackling the issue of single-use plastic

Plastics pose one of the biggest challenges, but also

opportunities, for the wider adoption of circular economy

thinking. To date, we have removed 14 million single-use

items from across the business, including disposable cups

and vehicle part packaging. We have replaced customer

magazine plastic bags with biodegradable polylopes.

* Data applies to UK manufacturing, Engine Manufacturing Centre, Gaydon,
Whitley, Changshu,Itatiaia and Grazfacilities.
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CUTTING LOOSE FROM
SINGLE-USE PLASTIC

Traditionally, suppliers would send us parts covered

in a protective layer of plastic. Our business paid to

disposeofit. Employees at Solihuil created a process

to tackle excessive single-use plastics that has

improved the site’s environmentalcredentials, saved

money, improved health and safety and increased

morale on the line. We have prevented more than

1,100,000m?ofplastic going to waste.

Where the team has removed excessive plastic

from the workplace, they have created a better

alternative. Working closely with suppliers, they

have developed bespoke packaging, which is not

only easier to recycle but also makes unpacking on

the frontline less time-consuming.

   
Sustainable materials in our vehicles

Life cycle assessment helps us compare performance

characteristics of a range of raw materials and understand

the full environmental impact of our vehicles. We have

developed a range of high-tech, high-performing materials

for our interiors, including a durable wool blend by Danish

experts Kvadrat and Dinamica® suedecloth created from

recycled plastic bottles.

Crates to Classrooms

The brainchild of Jaguar Land Rover employeesat our

Punefacility, Crates to Classrooms has donated more than

700 desks to seven schools local to the plant. Nowinits

fourth year, the team enlists the help of a local carpenter

to upcycle used pallets and crates into desks for

disadvantaged children. The project contributes towards

ourcircular economy objectives and hasso far benefited

more than 1,000 students.
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ENHANCING
EDUCATION, SKILLS
AND WELLBEING

Jaguar Land Rover Academy

The Jaguar Land Rover Academyis founded on the principle of

lifelong learning. All employees,regardless of age, background

or careerstage, can take advantage of the Academy, and

340 of our employeesare currently being sponsored to

achieve an academic degreeor higher qualification.

Education programmes

Ourscience, technology, engineering and maths (STEM)

education programmesoffer pupils and teachers the

opportunity to demonstrate their creativity and skills

and learn about engineering:

@® The Jaguar Primary School Challenge, enabling 6-11-year-

olds to research, design and create modelcars;

@® The Land Rover 4x4 in Schools Technology Challenge,

for 11-19-year-olds to build advancedall-terrain radio-

controlled vehicles and code autonomousvehicles;

® Apprenticeships leading to NVQ3 qualifications and

University of Warwick Applied Engineering degrees;

@ 12-week and 12-month paid placements for degree

students; and

@® Two-year graduate programmesacross the Company.

Furthering Futures

This is an exciting new campaign, launched by Jaguar

Land Roverin Fiscal 2018/19, to inspire talented female

STEM students to pursue innovative, creative careers.

Challenging outdated stereotypes, the campaign presents

young womenwith an in-depth look at careers in the

automotive sector, as well as opportunities to meet

pioneering womenfrom the business and heartheir

inspirational stories.
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JAGUAR LAND ROVER ACADEMY PERFORMANCE IN FISCAL 2018/19

1,689,147 206 340
Total hours spent on learning Number of apprentices recruited People currently on academic sponsorship

programmesfor bachelor’s degrees

28,955 212 or higher

Numberof people trained Numberof undergraduates

whojoined 1 1 0 > 8 6 3

1 , 1 1 2 E-learning courses completed

Average numberof hours spent 2 , 6 8 5

learning by each employee Peopte completing the Great Line 4 4 , 9 3 7

Manager programme Classroom sessions completed

286
Numberof graduates recruited 6 2 2

People completing the Mental Health

Awarenessfor Managers programme   
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The Furthering Futures event attracted 80 female A-level

and undergraduate students from across the UK. This was

followed by the launchof our apprenticeship application

route for female A-level students.

Promotingdiversity in engineering

We are committed to fostering a diverse,inclusive culture

that is representative of our customers and the society

in which welive. We believe in a culture where every

employeeis comfortable being their authentic selves and

have madesignificant progress in the past year.

Our workto build a diverse workforce includes:

@® Supporting ex-armedforces personnel — we are

proud to be a signatory to the Armed Forces Corporate

Covenant. We want to be the employer of choice for

ex-armed forces personnel and weare a passionate

sponsorof the Invictus Games;

® Employee networks -— eight employee-led networks

are now active, including our Gender Equality Network,

LGBT Network, and BAMEand Black Professionals

Networks;

@® Supporting LGBT employees — our LGBT Network

attended Birmingham Pride in May 2018, and in

October, we were proud to mark the 30th National

Coming Out Dayacrossall our UK sites;

® Unconsciousbias training — taunched to help

employeesidentify and understand their own

biases; and

® Increasing gender diversity — we run specific

education, apprenticeship and undergraduate

programmes to encourage more womento study STEM

subjects and pursue engineering careers.



The proportion of female managers at Jaguar Land

Roverhas trebled to 17 per cent since 2011. Weinvest

in leadership development for womenin senior positions

through our partnership with The Pipeline. In the past four

years, seven employees have completed the Top Flight

programmeand 53 have attended the Leadership Summit.

Anew alumni network, launched in December 2018, enables

those whoattended the Summit to share best practice and

ideas and to support other womenin the business.
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2018 GENDER PAY GAP REPORT -
KEY POINTS*

© More early-career fernales have been recruited.

® 15 per cent of Jaguar Land Rover's engineering

apprentices are female, compared to the national

averageofjust 4 per cent.

® 36 per cent of total apprenticeship recruits were

fernale and,for the first time, we recruited more

women (55 per cent) than men to our advanced

apprenticeship programme.

® Our femaie workforce has increased by

18.5 per cent.

® A 1.3 percentage point increase to our gender pay

gap and a 0.6 percentage point increase to our

gender bonusgap.    
* All figures referenced during the 2018 Gender Pay Gapperiod,

Aprit 2017-April 2018.
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OUR APPROACH TO RISK
We endeavour to manage and monitorriskfactors that could

impact ourplanfor long-term sustainable growth.

Defining risk

Risks are uncertain events that could materially impact organisational

objectives ~ negatively for threats and positively for opportunities.

We recognise thatrisk is inherentin all business activities and must

be balanced whenassessing returns. Successfully managing risk is

therefore key to realising our strategic objectives and the long-term

sustainable growth of our business. Enterprise risk management

(ERM) is used as a system to identify, assess, manage and continually

monitor and report on keyrisks that could affect our business.

Responsibility forrisk

The Board of Managementis ultimately responsible for the

managementofrisks within Jaguar Land Rover, while the wider

organisation is responsible for the proactive day-to-day management

and control.

- The Board of Managementreviewsour key risks to monitor the

progress of remediation actions.

OUR RESPONSIBILITY FRAMEWORK

+ The Risk Management Committee provides oversight of current

and emerging risks at a detailed level, which are reviewed against

acceptable levels of exposure.

+ Principal risks and exceptions are regularly reported to the Audit

Committee, to assist in the decision-making process and ensure

adequate controls are in place to protect the organisation.

Risk management

Wework to achieve an informed understanding of ourtolerance for

risk when delivering our overall business plan and pursuing value-

enhancing opportunities. In doing so, we are mindful that the objective

of risk managementis not necessarily to eliminate risk, but to ensure

that exposuresfalls within predetermined levels of acceptability and

control. The ultimate goal of risk management within Jaguar Land

Roveris to continually assess the control environment to prevent and

build resilience against any internal or external uncertainties, both

anticipated and unforeseen.
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OUR FRAMEWORK FOR RISK MANAGEMENT

Creating and sustaining value through ERM

STRATEGIC REPORT 69

Risk management

The environment in which we operate is dynamic, as are the

The ERM frameworkhelps us to identify new and evolving risks and risks we face

opportunities so we can understand and manage uncertainties that Weplan for certain known changesto the industry and the external

may materially impact our business objectives. This supports informed environment while remaining sufficiently flexible for unknown events

decision-making to enable future value creation and preserve value that are inherently difficult to anticipate. Managing the changing

through routine operations. The ERM frarneworkis also an effective operating environment and beingresilient to sudden unforeseen

communication tool used by senior management to monitor and challenges supports the long-term sustainability of the business and

gain consensus on how to effectively manage and controlrisks healthy, profitable growth.

enterprise-wide.

5k
ORGANISATION AND
COMMITMENT

Risk managementis integrated into

organisationalactivities and underpinned

by corporate policy.

A cross-functional networkof risk

championscoordinates the identification,

monitoring and managementofrisks

within their respective functional areas. A

central ERM team consolidates, monitors

and reportson risk information, maturity

and appetite to the Risk Management

Committee, Board of Management,

Audit Committee and Jaguar Land Rover

Automotive ple Board.

RISK MANAGEMENT

£3
CONTINUOUS IMPROVEMENT

Ourrisk management processis designed

to enable the assimilation of best practice RESPOND

from prior experience and external

benchmarking, leading to continuous

improvement. This process ensures that

the risk management framework and

process becomes moreefficient over time

and adapts as the internal and external

environment changes.

 

“Co
PROCESS AND
IMPLEMENTATION

We embed structured and systemised

risk management processes and

proceduresinto routine activities

enterprise-wide, from both an

internal and external context. This

standardisation supports the creation

and preservation of business value

through functional engagement and

a consistency in approach when

addressing uncertainty.

W
EVALUATION AND REPORTING

The ERM frameworkis periodically

evaluatedforits effectiveness, using key

risk and key performanceindicators. Risk

reporting to stakeholdersis structured

to inform and support key business

decisions and initiatives. Reporting

taxonomyclassifies and categorises

risks to enable appropriate stakeholder

working groups to evaluate relevant

risks and to ensure the selection of

high-quality inputs and appropriate

remediation strategies and responses.
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OUR PRINCIPAL RISKS

Risks are identified, assessed and rated

against a defined set of criteria, considering

the probability of occurrence and potential

impact to the business. Plotting our principal

risks helps to visualise overall exposure from

a corporate perspective.

Changesto ourprincipal risks during Fiscal

2018/19

Ourprincipal risks change as our business

evolves in a dynamic external environment.

In Fiscal 2018/19, we have focused more

emphasis on the potential impacts within the

global economic and geopolitical environment —

in particular, relating to Brexit and the downturn

inthe China market.

Onenew principalrisk has been introduced

into the top 10 listing:

10. Human capital

The more challenging market conditions

and recent workforce reductions have put

pressure on our humancapital resource.

There is a risk that the retention of key skills

and attracting key resource become more

challenging in the present environment, so

maintaining an engaged workforce with a

highlevel of core skills is essential to the

success of our transformed organisation.

Oneprincipal risk has moved out of the top

10 listing:

- Exchangerate fluctuations

A significant proportion of our revenue is

derived from North America, China and

otherinternational markets, and we source

a significant proportion of our components

from Europe. The movementin exchange

rates relevant to these currency exposures

can causesignificant financial volatility in our

business; however, we have an established

hedging policy in place to mitigate the

majority of this volatility.

CURRENT EXPOSURE OF OUR KEY RISKS

KEY

Cc High-exposure risks

that are morelikely

to materially impact

our ability to achieve

business objectives

C4 Medium-exposure

risks that could impact

business objectives

Po
ss

ib
le

unless monitored

and managed

Low-exposurerisks that

P
R
O
B
A
B
I
L
I
T
Y
~
~

Li
ke

ly

are more unlikely to

materialise and impact

our business objectives

Un
li

ke
ly

 

© Currentrisks

Immaterial Moderate Material

 

IMPACT ————————-

PRINCIPAL RISKS AT A GLANCE

OUR 10 PRINCIPAL RISKS

 

1 Financial Cornpetitive business efficiency
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6 OperationalIT systems and security

7 Strategic Rapid technology change
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9 Operational Productliability and recalls

‘10 Operational Human capital |
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Risk management

Jaguar Land Roverclassifies risks into four broad RISK HORIZON

categories to facilitate efficient risk management and

formulate effective response strategies. Our risk register Werecognise the need to anticipate and prepare for future challenges

details our principal risks as well as other notablerisks that and trends that may develop and that could materially affect our

are reported to and monitored by the Risk Management tong-term business success. Ourrisk horizon scanning enables us

Committee and Board of Management. to proactively anticipate forthcoming potential issues to inform our

strategy creation process and strategic objectives.

      New
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1 Please refer to our 10 principalrisks on the facing page.
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Theprincipalrisks faced by Jaguar Land Roverare outlined below.

Therisks discussed are not exhaustive and Jaguar Land Rover may be

subject to otherrisks not specifically discussed in this Annual Report.
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STRATEGIC CONSEQUENCES MITIGATIONS* OPPORTUNITIES*
 

(2) Global economic and geopolitical
environment

Our expanding global presence
increases our exposure to changesin

the global economic and geopolitical
environmentas well as other external

factors (e.g. Brexit, China, political
instability, rising protectionism, wars,
terrorism, natural disasters) that may
negatively impact our business.

Brandpositioning

Brand positioning is becoming
increasingly challenging as the
dynamicsof the automotive
market(e.g. automated driving,

electrification, digital connectivity)
and the competitive pressures from
existing automotive manufacturers
and new disruptive entrants evolve.

Rapid technology change

The fast pace of technological
developmenttogetherwith scarcity
of specialist resources could result
in a significant change in the

automotive industry and increases
the risk of delivering superior
products demanded by current and
future customers. .  

Given ourglobaldistribution of
sales, changesin the external
environment could have a
significant impact on the global

demandfor our vehicles. Our
globalsourcing strategy and

supply chain resilience could be
negatively affected by disruption

caused by externalfactors
beyondourcontrol.

Ourpotentialinability to
successfully position, maintain
and articulate the strength of
our brandsaswellas failing
to develop new products/
technologies that meet customer
preferences,or suffering delayed

product launches, could impact
demandfor our products.

Any delay in the launch of

technologically intensive
products,orif the technology in

our products becomesrelatively
obsolete, could impact sales as
customers move to purchase
products from our competitors.  

Wecontinue to maintain our
international manufacturing

footprint and a balanced retail
sales profile across our key sales
regions. We also continue to

closely monitor and risk-assess
global developments and
implement mitigation plans
where appropriate (.g. Brexit
no-deal scenario).

Recent successful model
launches(@.g. Jaguar |-PACE,

Jaguar E-PACE, Range Rover
Velar), have broadened our
product rangeto existing and
new customersin established
and emerging segments.In
addition, we regularly monitor
the perception of our brands
to quickly identify and address
uncertainties that may arise to
inform how wearticulate brand
values to customers.

Wecontinueto invest in R&D and
wealso continue our strategic
focus on key technology areas,
including autonomy, connectivity,
electrification and shared mobility
(ACES), with the aim of launching
pioneering products ahead of our
competition.  

Global economic growthin
developed and emerging markets
presents opportunities to increase

sales. Global growth andrising
incomescreate opportunities
in both new andexisting

geographical markets as well as
new and existing segments.

Wecontinue to strengthen our

brandsby creating greater brand
association throughinnovation,

technological advancement and
customertrends and feedback
into our expanding and evolving
productportfolio and services.

Substantiat changes to the market
(e.g. ACES) enable us to focus
on launching industry-defining
products and services ahead
of our competition as well as
strengthening partnerships with
global technologicalorganisations.

 

LEGAL AND
COMPLIANCE CONSEQUENCES MITIGATIONS* OPPORTUNITIES*
 

© Environmentalregulations
and compliance

Weare subjectto a rapidly
evolving regulatory tandscape with

associated laws, regulations and
policies thatalt impact the vehicles
we produce and our manufacturing

facilities (e.g. CO2 emissions, fuel
economy and noxious/air quality
emissions).

 

Unethical and prohibited
business practices

Ourinternationalactivities expose us.
to increasingly diverse and complex
legal and other frameworks @g.

GDPR)in a variety ofjurisdictions and,
as such, we need to maintain legal and
ethical standards across the global
tocations in which we operate.  

Weincur additional compliance

costs, including incremental
investment,to avoid facing
significant civil and regulatory
penalties, and our competitors
may gain an advantage by
adopting new emissions-reducing
and fuel-efficient technologies
before we do.

Non-compliance with ethical
and/orlegal practices may
materially impact our reputation

and could resutt in restrictions

being placed on our operations,
causing business disruption.  

Wehaveinvested substantially
in the developmentofour next-

generation modulararchitecture,
the in-house manufacture and
continued refinementofour
internal combustion engines
andelectrification technologies,
including mild and plug-in hybrids
as well as battery electric vehicles.
Weretain an EU derogation
permitting alternative fleet average
COtargets.

Our Code of Conduct sets out
the behaviours that we expect
of our staff, including conforming
to the highest moral and ethical
standards and complying with

applicable laws, including those
relating to anti-bribery and
corruption, data protection,
fair competition, sanctions and
export controls.

* The mitigations and opportunities stated are merely examples and do not constitute an exhaustivelist.

 
Wewerethefirst premium
manufacturerto introduce a
battery electric vehicle into
mainstream production with

the Jaguar I-PACE and we have
introduced the Range Rover and
Range Rover Sport PHEV models.
From 2020 wewill offer an

electrified option on each of our
models.

We are committed to conducting

business in an ethical manner to
instil a reputation of trust and
reliability. Such qualities foster
greater business relationships
with suppliers, retailers,

governments and partnerships
with otherthird parties.
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OPERATIONAL CONSEQUENCES MITIGATIONS* OPPORTUNITIES*
 

Diesel uncertainty

Continued adverse public perception
of diesel-poweredvehicles,largely

driven by the media and government
policy, could sustain declining diesel
sales and customeruncertainty,
primarily in the UK and Europe.

IT systems and security

New and emerging technologies
bring unprecedented threats

to internet-connected devices,
including vehicles, while recent
global hackingincidents
impacting the geopolitical

environmentindicate an increase
in the motivation to instigate
cyber attacks.

Productliability and recalls

Potential defects and quality
deficiencies could increase our

exposure to risks associated with
productliability.

Humancapital

Jaguar Land Roveris undergoing

transformation to become a more
agile, responsive and resilient
business thatwill reflect the wider
changes that are impacting on our
industry. We must ensure that we
have an engaged workforce with the
core capabilities required for our
new organisation to be effective
and successful.  

In addition to the financial impact
offalling sales, a significantly
lowerdiesel sales mix would
create a challenge in achieving

CO2 compliance, as well as
causing majordisruption to our
supply base.

Theloss of sensitive and personal
data could lead to legal action
andfines of up to 4 per cent of
revenue (under GDPR), together
with negative reputational
impacts. Successful attacks
against ourIT infrastructure could
lead to disruptions to our business
operations.

Increasesin related costs and
warranty claims as well as
longer-term impacts on sales due
to adverse reputational effects

could occur. In addition, we could
be the subject of class actions or
otherlarge-scale lawsuits as a
consequence.

Failure to support our people
during a period of uncertainty and
change could impact engagement
levels and our ability to embed
the organisation we need to
capitalise on future opportunities.
We must managethis period
of change and ensure that
currentlevels of productivity and
performance are maintained.  

The continued refinementof

our internal combustion engines
and production flexibility within
our Engine Manufacturing

Centre remainsa priority. We
are committed to offering our
customers a wide range of
ctean, sustainable propulsion
technologies — whetherpetrol,

diesel, plug-in and mild hybrids or
electric vehicles.

Westrive to implement
consistent security policies and
proceduresas well as educating
staff, vendors and suppliers
to embed bestpractices by
implementing internal and cloud-
ready tools to detect and mitigate
current and emerging cyber
security threats.

We enact swift management

of recalls to minimise customer
impact and subsequent warranty
costs. We proactively issue
technical updates to our dealer
networkto efficiently manage
potential defects.

The Accelerate transformation
programmeincorporates a

focus on communications and
engagementwith our people. We
are also implementing advanced
processesfor resource allocation
and management,integrated
business planning and strategic
workforce planning to enable us
to anticipate the types and mix
ofskills and experience we will
need across our workforce in

the future.  

Our diesel engines are as clean
as our petrol engines, with

significantly reduced NOx
emissionsin real-world usage
and 20 to 30 per cent better

fuel consumption and CO2
emissions. Furthermore, our
new D150 engine meets Real

Driving Emissions Step 2 (RDE2)

standards in advanceof the
2021 requirement. This presents
opportunity for UK tax incentives

and a solid platform for further

refinements.

Weaim to maintain a strong
IT control environment and
by monitoring and reacting to
emerging cyber threats protect

the Company from attacks. As
our exposure to threats increases

westrive to embed deeper, more
intelligent controts over time.

We have enhanced the use of
vehicle connectivity and digital
capability to analyse potential
failure modes and implement

corrections (Software Over
The Air).

The transformation of our
business presents us with a
unique opportunity to engage
our people in a meaningful way
around the future of Jaguar
Land Roverand to participate
in both shaping and delivering

the changesto help build an
organisation and culture for
future success.

 

FINANCIAL CONSEQUENCES MITIGATIONS* OPPORTUNITIES*

 

Competitive
businessefficiency

Delivering on operationalefficiency
objectivesis key to sustaining
profitable growth. Uncertainty
relating to the achievementof the
projected benefits needs to be
managed to a minimum.  If we are unableto deliver the

desired efficiency benefits our
business results may be adversely

impacted and our abitity to
compete successfully over the

longer term could be affected.  Wehave launched certain
initiatives (e.g. Project Charge

and Project Accelerate) to reduce
costs and increase operational
efficiency. Furthermore, from
2020 wewill be introducing

our next-generation modular
architecture, which will streamtine
engineering and manufacturing

processes and reduce complexity
with the aim of reducing costs
and improving quality.  Enhancedoverall business

efficiency will yield greater
opportunities for growth
and continued investment
in our product portfolio and new

technologies.
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GLOBAL SALES
Jaguar LandRoverretail sales were 578,915 vehicles in Fiscal 2018/19,

down5.8per cent year on year, primarily reflecting weaker market

conditions in Chinaoffset by growth in the UKand North America.

RETAIL SALES BY REGION

Retail sales in China were down 34.1 per cent year on year(including

sales from our China joint venture down 34.4 per cent), reflecting

weak market conditions as economic growth has slowed,with

continuing trade tensions with the US compoundedby uncertainty

driven by import duty changes. This resulted in lowerretail sales

of most models, including the Range Rover Evoque aheadofits

replacementin Fiscal 2019/2020.Sales of the newerproductsdid,

however, improve year on year, with sales of the long-wheelbase

Jaguar XEL, Jaguar E-PACE and the Range RoverVelarall up.

In the UK, retail sales were up 8.4 per cent year on year, beating the

industry, which was down3.7 per cent given Brexit uncertainty and

diesel challenges. Jaguar Land Rover outperformance wasdriven

by new and refreshed models,including the Jaguar E-PACE, the

all-electric Jaguar I-PACE and the refreshed Range Rover and Range

RoverSport(including plug-in hybrid models).

REGION

RETAIL SALES

BY REGION

VEAR-ON-YEAR

CHANGE

PROPORTION

OF RETAIL SALES

BY REGION

JER TOTAL  

NORTH AMERICA EUROPE
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Similarly, new and refreshed models supported significant sales

growthof 8.1 per cent in North America, where Jaguar Land Rover

outperformed the market, which saw a modestdecline year on year,

impacted by higherinterest rates and a slowing economy. Retails also

grew 2.4 per cent in Overseas markets.

Retail sales in Europe declined 4.5 per cent year on year on account

of continuing diesel uncertainty, Brexit and the change to the more

stringent World Harmonised Light Vehicle Testing Procedure (WLTP)

emissions testing regime.

UK CHINA

 

FY 2018/19 — 139,778 FY 2018/19 — 127,566 FY 2018/19 — 117,915 FY 2018/19 — 98,922

OVERSEAS

FY 2038/19 — 94,734

 

FY 2017/18 — 129,319

©8.1%

24.1%  
FY 2017/18 — 133,592

©4.5%

22.0%  
FY 2017/18 — 108,759

©8.4%

~
20.4%  

FY 2017/18 — 150,116

©34.1%

~
17.1%  

FY 2017/18 — 92,523

©2.4%

™
16.4%

 

578,915 CARS RETAILED

IN FISCAL 2018/19 ©5.8% ON YEAR

DECREASE YEAR

Note: Jaguar Land Roverretail sales represent vehicle sales made by dealers to end customersandinclude the retail sale of vehicles produced

from our Chinese joint venture, Chery Jaguar Land Rover Automotive CompanyLtd. Wholesales represent vehicle sales made to dealers.

The Group recognises revenue on wholesales. (See note 3 of the financial statements on page 130.)

 



RETAIL SALES BY BRAND

Retail sales declined by 5.8 per centin Fiscal 2018/19 as the

introduction of new and refreshed models led by the Jaguar E-PACE,

award winning Jaguar I-PACE, Range RoverVelar and the refreshed

Range Rover and Range Rover Sport were offset by lowerretail sales

of more established models, mainly in China, and the run-out of the

first generation Range Rover Evoquein the third quarter ahead of the

launch of the new Evoque, whichis now available.

Jaguarretail volumes were 180,198 vehiclesin Fiscal 2018/19, up

3.2 per cent year on year, as increasedretail sales of the E-PACE and

180,198
Fiscal 2017/18 — 174,560

© 3.2%
SIAGUAF

XE XF

ry 2018/19 - 30,430
FY 2017/18 — 32,825

Fy 2018/19 - 27,096
FY 2017/18 — 40,907
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Performance

the introduction of the award-winning all-electric |-PACE

were partially offset by lower sales of other models, primarily

F-PACE and XF.

Land Roverretailed 398,717 vehicles in Fiscat 2018/19, down

9.3 per cent year on yearreflecting the weaker China performance

and run-outof the first-generation Evoque, and despite strongretail

sales of the Range Rover Velar as well as the refreshed Range Rover

and Range RoverSport.

LLUEed
<ROVER

RANGE ROVER

Fv 2018/19 — 96,417
FY 2017/18 — 53,509

398,717
Fiscal 2017/18 — 439,749

© 9.3%

RANGE ROVER SPORT

FY 2018/19 — 80,422

FY 2017/18 — 76,121
 

© 7.3% © 33.8%

XJ F-TYPE

ry 2018/19 -4,072
FY 2017/18 — 9,136

FY 2018/19 — 7,870

FY 2017/18 — 9,882

© 5.4%

RANGE ROVER VELAR

FY 2018/19 — 64,820
FY 2017/18 — 46,036

© 5.7%

RANGE ROVER EVOQUE

FY 2018/19 — 68,242

FY 2017/18 — 98,501

 

© 55.4% © 20.4%

F-PACE

ry 2018/19 ~ 52,683
FY 2017/18 — 72,719

E-PACE

FY 2018/19 - 46,711

FY 2017/18 — 9,091

© 40.8%

DISCOVERY

ry 2018/19 - 40,839
FY 2017/18 — 46,472

© 30.7%

DISCOVERY SPORT

ry 2018719 - 87,977
FY 2017/18 — 119,105
 

© 27.6% @ >99%

1-PACE

Fy 2018/19 — 11,336
FY 2017/18 — -

New model  
© 12.1%

Note: Volume data includesretail sales from unconsolidated Chinesejoint venture of 57,578 units.

© 26.1%
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CHIEF FINANCIAL
OFFICER’S STATEMENT

In Fiscal 2018/19, the auto industry experienced

unprecedented challenges, with the weak market

conditions in China and signs of weakerindustry

conditions in other markets; geopolitical uncertainty

withrising populism, tariff and trade tensions; and in the

UK Brexit remaining an uncertainty. At the same time,

the industry is confronting rapid technological changes

relating to electrification, automation and connectivity,

andincreasing regulatory requirements, reduced dieset

demandfollowing “dieselgate” and governmentpolicies

and taxation.

Jaguar Land Rover's financial performance has been

adversely impacted by these developments. The business

is taking action with Project Charge to improve costs,

profitability and cash flow by over £2.5 billion through

Fiscal 2019/20 as well as Acceterate to make longer-term

structural improvements. At the sametime, Jaguar Land

Rover continues to executeits product and technology

plans,including the successful launch of the Jaguar

|-PACE,the all-new Range Rover Evoque with hybrid

options and the forthcoming new Land Rover Defender.

Jaguar Land Roverretail sales were 578,915 vehicles

in Fiscal 2018/19, down 5.8 per cent year on year. The

lower year-on-yearsales are more than explained by a

significant drop in China sales, reflecting weak market

conditions. This was partially offset by stronger sales

growth in North America and the UK, while sales in Europe

were somewhatlower, reflecting continuing reduced

consumerdiesel demand. Sales of newer models such

as the Range RoverVelar, Jaguar E-PACE, Jaguar I-PACE

and 2018 model year Range Rover and Range Rover

Sport were up, while other models were down with the

lower China sales. Wholesales (excluding sales from our

China joint venture) were 507,895 vehicles, down 6.9 per

cent year on year, generating revenues of £24.2 billion,

£1.6 biltion lower than tast year.

The loss before tax and exceptional iterms was

£358 million, down £1.4 billion comparedto Fiscal

2017/18. Theloss reflects the lower wholesales,

particularly in China, higher incentive spending, higher

depreciation and amortisation and higher warranty costs,

partially offset by c.£150 million of cost savings achieved

under Project Charge and favourable foreign exchange.

Theloss before interest and tax (EBIT) was £180 million

(-0.7 per cent margin) in Fiscal 2018/19 compared to the

£971 million EBIT (3.8 per cent margin)in Fiscal 2017/18.

As a result of the weakersales and profitability, Jaguar

Land Rover recorded an exceptional £3.1 billion write-

downto the carrying value of previously capitalised

investments in Q3. After this anda £149 million

exceptional charge for a separation programmein Q4,

the loss before tax was £3.6 billion.

Free casli Flow was negative £1.33 billion after total

investment spending of £3.8 billion. Jaguar Land Rover

raised £1.2 billion of funding in the year with a €500 million

seven-year bond and a $1 billion syndicated loan maturing

in 2022 ($200 million) and 2025 ($800 million). Jaguar

Land Rover also completed a $700 million committed

receivables discountingfacility, with thefirst drawing in

April 2019. Total cash and financial deposits at 31 March

2019 was£3.8 billion and total liquidity was £5.7 billion,

including a £1.9 billion undrawn revolving credit facility,

with debt totalling £4-.5 billion.

Looking ahead, we anticipate that the challenges facing

the automotive industry will continue. However, we

expect Project Charge, Acceterate and a strong pipeline

of new products to produce improvements in business

performancein Fiscal 2019/20 and beyond.

KENNETH GREGOR

CHIEF FINANCIAL OFFICER

JAGUAR LAND ROVER AUTOMOTIVE PLC

31 MAY 2019
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Performance

Jaguar Land Rover's revenue and profitability were lower in Fiscal 2018/19, reflecting lowersales in China, higher incentive spending

and warrantycosts, as well as higher depreciation and amortisation, partially offset by cost efficiencies achieved through Project

Charge and favourable overall foreign exchange movements.Also in the year, exceptional charges of £3.3 billion were incurred,

comprising a £3.1 billion write-downof the carrying value of investments on account of more muted demand scenarios and the

associated impact on thefinancials, and one-time separation costs of £149 million related to the redundancy programme.

REVENUE

Revenue was £24.2 billion in Fiscal 2018/19, down from

£25.8 billion in the prior year as wholesales (excluding the China

joint venture) declined 6.9 per cent year on year to 507,895 units,

primarily due to the lowersales in China. Retail sales (including sales

from the Chinajoint venture) dectined 5.8 per cent year on year to

578,915, again primarily due to lower sales in China, and despite

sales growth in North America and the UK.

ADJUSTED EBITDA'- EARNINGS BEFORE INTEREST,
TAX, DEPRECIATION AND AMORTISATION

Adjusted EBITDA was£2.0billion (8.2 per cent margin)in Fiscal

2018/19, down from the adjusted EBITDA of £2.8 billion (10.8 per

cent margin) in the previousfiscal year, primarily reflecting the lower

wholesales, particularly in China, higher incentive and warranty

costs, partially offset by Project Charge cost efficiencies and

favourable realised foreign exchange movements.

LOSS BEFORE INTEREST AND TAX (ADJUSTED
EBIT? ~ EARNINGS BEFORE INTEREST AND TAXES)

Theloss before interest and tax was £180 million (-0.7 per cent

margin) in Fiscal 2018/19 compared to £971 million (3.8 per cent

margin) in Fiscal 2017/18. The toss before interest and taxin Fiscal

2018/19 compared to the adjusted EBIT in the prior year reflects

the lower adjusted EBITDA,higher depreciation and amortisation

and lowerprofits from the China joint venture.

LOSS BEFORE TAX (PBT ~ PROFIT BEFORE TAX)

Theloss before tax excluding exceptional items was £358 million in

Fiscal 2018/19, down from the £1.1 billion PBT excluding exceptional

items last year explained by the lower adjusted EBIT, higher interest

costs and unfavourable revaluation of hedges and foreign currency debt

in Fiscal 2018/19, compared to favourable revaluationin the prior year.

In Q3 Jaguar Land Rover concluded that the carrying value ofcapitalised

investments should be written down,resulting in a £3.1 billion pre-tax

exceptional charge.In Q4 Jaguar Land Rover imptemented a redundancy

programmeto deliver ongoing cost savings; to capture the one-time

separation costs an exceptional charge of £149 million was recognised.

After these exceptionalitems the loss before tax was £3.6 billion in

Fiscal 2018/19 compared to PBT of£1.5 billion @ncluding £437 million

exceptional pension credit) in Fiscal 2017/18.

LOSS AFTER TAX (PAT — PROFIT AFTER TAX)

The loss after tax was £3.3 billion in Fiscal 2018/19, down from the

£1.1 billion PAT oflast year. The losses incurred in Fiscal 2018/19

resulted in a £308 million tax credit compared to a £398 mitlion

tax chargein Fiscal 2017/18 (26.3 per cent effective tax rate).

For further disclosure on our approachto tax, please see note 14

on page 138of the financial statements.

1 Please see note 3 of the financial statements on page 130 for the definition

of adjusted EBITDA and adjusted EBIT.

 

FISCAL 2018/19 / £24.2BN

FISCAL 2017/18 / £25.88N

FISCAL 2016/17 / £24.38N

|

FISCAL 2018/19 / £2.0BN / (8.2% MARGIN}

FISCAL 2017/18 / £2.8BN / (10.8% MARGIN)

FISCAL 2016/17 / £2.9B8N / (12.1% MARGIN)

FISCAL 2018/19 / £(180)MN / (-0.7% MARGIN)

a

FISCAL 2017/18 / E971MN / (3.8% MARGIN}

FISCAL 2016/17 / £1.4BN / (5.9% MARGIN)

FISCAL 2018/19 / £(3.6)BN

Dl

FISCAL 2017/18

4 £1.SBN

FISCAL 2036/17

/£1.6BN

FISCAL 2018/19 / E(3.3)8N

as

FISCAL

2017/18 /

£1.1BN

be

FISCAL

2016/17 7/

£1.2BN  

£24.2bn

£2.0bn
(8.2% margin)

£(180)mn
(-0.7% margin)

£(3.6)bn

£(3.3)bn
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FINANCIAL PERFORMANCE (CONTINUED)

Consolidated cash flow

Free cash flow wasnegative £1.3 billion in Fiscal 2018/19 after total investment spending of £3.8 billion.

Consolidated cash flow (£ millions)

405 (227) (3,810)

|

       
   

(1,267) (882)

613 (228)

PBT EXCL. D&A WORKING TAX TOTAL FREE CHANGES OIVIDENDS CHANGEIN

EXCEPTIONAL AND OTHER CAPITAL AND PAID INVESTMENT CASH FLOW IN DEBT AND OTHER CASH AND

ITEMS FY19 ACCRUALS DISTRIBUTIONS FINANCIAL

DEPOSITS

TOTAL PRODUCT AND OTHER INVESTMENT?

Investment spending in Fiscal 2018/19 reached £3.8 billion (15.7 per cent

of revenue), comparedto £4.2 billion (16.2 per cent of revenue) in the prior

fiscal year and reduced frominitial guidance of £4.5 billion for the year FISCAL 2017/18 / £4.28N

on accountof Project Charge savings. Ofthis, £421 million of investment S003

spending was expensedin adjusted EBIT and the remaining £3.4 billion FISCAL 2026/27 7 £3-48N

was capitalised. Research and development accounted for £2.0 billion

(82.4 per cent) of investment spending, while tangible and other

intangible assets accounted for the remaining £1.8 billion (47.6 per cent).

Working capital inflows (including non-cash accruals) were £405 million

during the year, including a £152 million improvernentin inventory,

reflecting Project Charge efforts,including production scheduling, and

a £249 million improvementin trade receivables,partially offset by a FISCAL 2017/18 / E81MN

£419 million deterioration in payables. Other favourable movements

of £423 million in working capital include £170 million in provisions

(primarily warranty) and £253 million movementin other assets and

liabilities, including £96 million R&D credits.

 I

FISCAL 2016/17 / E480MN

FREE CASH FLOW?

Free cash flow was negative £1.3 billion in Fiscal 2018/19 after

£3.8 billion of total investment spending, £405 million of working

FISCAL 2018/19 / £3.8BN £(3.8)bn

FISCAL 2018/19 / E405MN +£405mn

FISCAL 2018/19 / £(1.3)8N £(1.3)bn

capital inflows and £227 million paid in taxes. FISCAL 2017/18
7 €(1.0)BN

Sa

FISCAL

2016/17

/£141MN

CHANGE IN CASH AND FINANCIAL DEPOSITS?

Cash andfinancial deposits totalled £3.8 billion at 31 March 2019, een enonen £ 3 . 8bn

down £882 million comparedto £4.7 billion at the end ofFiscal

2017/18. The decreaseis explained by the negative free cash flow FISCAL 2017/18 / £4.7BN

of £1.3 billion, a £613 million net increase in debt and £225 million c = a

dividend paid to Tata Motors, with £3 million of other distributions. FISCAL 2026/27 7 £S.50N

In terms of debt actions, a €500 million bond wasissued in September

2018, a $1 billion loan was drawn in October 2018 and a $700 million

bond was repaid in December 2018.Also, there was a £54 million

reduction in drawings under an uncommitted invoice discounting facility

as it was wound downaheadofits expiry in April and replaced with a

newly established $700 million committed invoice discounting facility.

 

   
1 Please see note 3 ofthe financial statements on page 130for the definition of EBIT, total product and other investment, working capital and free cash flow.

2 Cash andfinancial deposits comprises ‘cash and cash equivalents’ and “short-term deposits and other investments” on page 108.
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INTRODUCTION TO GOVERNANCE

Jaguar Land Rover remains committed to ensuring effective governanceis in

place to deliver our core values.It is thefoundation on which we manage

and control our business and providesthe platformfor sustainable profitability.

Leadership

The Jaguar Land Rover Automotive ple Board (JLR ple Board”)

rigorously challenges strategy, performance, responsibility and

accountability so that every decision we makeis of the highest quality.

In this section, you will find information about the JLR plc Board and

Board of Management,the areas of focus for the JLR plc Board, and

the structure and role of our committees.

See page 85

Effectiveness

Wecontinuously evaluate the balanceofskills, experience, knowledge

and independenceof the directors.

In this section, you will find information about the induction and

development of our directors, as well as what we believe to be the key

considerations when measuring the effectiveness of the JLR plc Board

and its committees. ‘

See page 90

Accountability

Effective risk managementis central to achieving our strategic

objectives and is a core responsibility of the JLR ple Board andits

committees.

In this section, youwill find information about the responsibilities and

focus of the Audit, Remuneration and Disclosure Committees.

See page 91

Investorrelations engagement

Maintaining strong relationships with our shareholder and bond

investorsis crucial to achieving our aims.

In this section, youwill find information about how we engage

with our shareholder and bond investors.

See page 93



LEADERSHIP

JAGUAR LAND ROVER AUTOMOTIVE PLC BOARD

PROF. DR. RALF
D. SPETH
KBE, FREng

CHIEF EXECUTIVE
OFFICER

Appointed

February 2010

Jaguar Land Roverroles and committees

« Chief Executive Officer

+ Board of Management

Experience

Prof. Dr. Ralf Speth joined Jaguar

Land Roveras Chief Executive Officer

on 18 February 2010. He was appointed

to the Board of Tata Motors and,in

2016, to the Board of Tata Sons.Prior

to joining Jaguar Land Rover, Dr. Speth

was a director at The Linde Group,

the international industrial gases and

engineering company.

ANDREW M. ROBB
NON-EXECUTIVE
INDEPENDENT
DIRECTOR

Appointed

April 2009

Jaguar Land Roverroles and committees

* Non-executive director

+» Chairman of the Audit Committee

+ Chairman of the Remuneration Committee

Experience

Mr. Robbis Chairman of Tata Steel Europe. He

wasa director of Pilkington Group ple until

2003, having held the position of Finance

Director from 1989 to 2001. Priorto this,

from 1983 he was Finance Directorof the

Peninsular and Oriental Steam Navigation

Company. Mr. Robb has served on a number

of plc boards as a non-executivedirector.  

NATARAJAN
CHANDRASEKARAN
NON-EXECUTIVE
DIRECTOR AND
CHAIRMAN

Appointed

February 2017

Jaguar Land Roverroles and committees

+ Chairman

» Non-executive director

» Remuneration Committee member

Experience

Mr. Chandrasekaran is Chairman of the

Board of Tata Sons, the holding company

and promoterof more than 100 Tata

operating companies, including Tata Motors,

Tata Power and Tata Consultancy Services —

of which he was Chief Executive from 2009

to 2017. He joined the Tata Sons Board in

October 2016 and was appointed Chairman

in January 2017.

P. B. BALAJI
NON-EXECUTIVE
DIRECTOR

Appointed

December 2017

Jaguar Land Roverroles and committees

» Non-executive director

» Audit Committee member

Experience

Mr. Balaji was recently appointed as the

Group Chief Financial Officer of Tata

Motors Group.Prior to this, he was the Vice

President Finance for South Asia and Chief

Financial Officer of Hindustan Unilever

Limited. Mr. Balaji started as a management

trainee at Unilever in May 1993.  

| GOVERNANCE 8S

NASSER
MUKHTAR MUNJEE
NON-EXECUTIVE
INDEPENDENT
DIRECTOR

Appointed

February 2012

Jaguar Land Roverroles and committees

» Non-executive director

+ Audit Committee member

Experience

Mr. Munjee was appointed to the Board of

Tata Motors Limited in June 2008. He is also

on the Board of Tata Chemicals and several

international companies operatingin india,

including ABB, HDFC and Cummins. Mr. Munjee

is Chairman of Tata Motor Finance, Tata

Motors Limited Audit Committee, OCB Bank

and the Aga Khan Foundation (India). Prior to

this, he was president of the Bombay Chamber

of Commerceand Industry. He established the

Infrastructure Development Finance Company

in India and wasits CEO for seven years.

HANNE SORENSEN
NON-EXECUTIVE
DIRECTOR

Appointed

August 2018

Jaguar Land Roverroles and committees

+ Non-executive director

Experience

Ms. Sorensen was appointed as a non-

executive director of Jaguar Land Rover

in August 2018. Ms. Sorensen holds an

MScin Economics and Managementfrom

the University of Aarhus andis presently

on the boards and committees of various

international companies,including Tata

Consultancy Services, Tata Motors

and Sulzer.
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BOARD OF MANAGEMENT

The Board of Managementdrives the Group's strategy and goals

and makesdecisions concerning operational planning issues.

PROF. DR. RALF D. SPETH

CHIEF EXECUTIVE

OFFICER

HANNO KIRNER

EXECUTIVE DIRECTOR,

CORPORATE AND STRATEGY

Responsibilities

Mr. Kirner oversees the

development of corporate and

productstrategy, business

transformation, global

financialservices,IT, royal

and diplomatic affairs and the

Special Operations division.

FELIX BRAUTIGAM

CHIEF COMMERCIAL OFFICER

Responsibilities

Mr. Brautigam is responsible for

all global sales and marketing

activity for the Jaguar and Land

Rover brands. His role includes

brand positioning, current and

future product planning, customer

relationship management,

marketing communications,

brand experience strategies,

global and regional sales

management, customerservice

and supporting future growth.

GRANT McPHERSON

EXECUTIVE DIRECTOR,

MANUFACTURING

Responsibilities

Mr. McPhersonis responsible

for the global manufacturing

operationsside of the business,

ensuring optimum efficiency to

deliver world-class safety, quality,

cost and environmental standards.
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KENNETH GREGOR

CHIEF FINANCIAL OFFICER

Responsibilities

Mr. Gregorleadsthe financial

managementof the business

to deliver shareholder value

and growth ambitions.

Responsibilities include

corporatefinance, treasury,

financial reporting, accounting,

tax, internal control and

business support.

Note: effective 1 June 2019

Kenneth Gregorwill be

succeeded by Adrian Mardell as

Chief Financial Officer.

QING PAN

EXECUTIVE DIRECTOR,

JAGUAR LAND ROVER CHINA

Responsibilities

Mr. Pan is responsible for Jaguar

Land Rover's business in China,

including Jaguar Land Rover

China, Chery Jaguar Land Rover

Automotive CompanyLtd and

Integrated Marketing, Sales and

Service (as acting President).

As a renowned automotive

expert, Mr. Pan leads the whole

Jaguar Land Rover China team

to drive forward future business

in the market.

IAN HARNETT

EXECUTIVE DIRECTOR,

HR AND GLOBAL PURCHASING

Responsibilities

Mr. Harnett is responsible

for human resources, global

purchasing andail property

matters worldwide.

NICK ROGERS

EXECUTIVE DIRECTOR,

PRODUCT ENGINEERING

Responsibilities

Mr. Rogers leads Jaguar Land

Rover's global engineering and

research operations at board

level, encouraging technical

curiosity and disruptive innovation

across his 10,000-strong team.

He drivesinitial research concepts

through to engineering across

all commodities, including Body;

Chassis; Powertrain and Electrical,

leading product delivery and

launch of new technology.



FIRST LINE OF LEADERSHIP
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The Board of Managementtogetherwith the leaders of corporateaffairs, legal, product

creation and quality comprises the First Line of Leadership. They lead all activities and

overseedelivery of strategic objectives for the Jaguar Land Rover businesses.

KEITH BENJAMIN

GLOBAL LEGAL

DIRECTOR

Responsibilities

Mr. Benjaminis responsible for all

globallegal matters,intellectual

property, governance, compliance

and ethics, corporate audit,

security and investigations.

(AN CALLUM

DIRECTOR OF DESIGN,

JAGUAR

Responsibilities

Mr. Callum is positioning Jaguar

as a modern and relevant brand

while respecting heritage and

values throughhis visionary

leadership in design.

NIGEL BLENKINSOP

DIRECTOR OF QUALITY

AND AUTOMOTIVE SAFETY

Responsibilities

Mr. Blenkinsopis responsible for

the safety, compliance and quality

of our products and services; he

leads the quality transformation,

driving improvement in enterprise

behaviours, systems and tools

to surpass our customers’

expectations throughout

every interaction.

GERRY McGOVERN

LAND ROVER CHIEF

DESIGN OFFICER

Responsibilities

Professor McGovernis the

creative heart of Land Rover

and responsible for the design

strategy that has evolved the

brand from off-road specialist

to purveyorofluxury vehictes

desired the world over.

HELEN McLINTOCK

GLOBAL CORPORATE

AFFAIRS DIRECTOR

Responsibilities

Ms. McLintock leads corporate

PR, internal communications,

responsible business and

governmentaffairs.

87
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THE ROLE OF THE JAGUAR LAND ROVER AUTOMOTIVE PLC
BOARD AND THE BOARD OF MANAGEMENT

Governancestructure and flow of information

 

AUDIT COMMITTEE

Reviews theintegrity of

the financial statements,

relationship with the

external auditors and

effectivenessof internal

financial controls.

For more information

see page 91   

JAGUAR LAND ROVER

AUTOMOTIVE PLC BOARD

The JLR ple Board provides supervision and guidance to

our management,particularly with respect to corporate

governance, business strategies and growthplans.It also

considers the identification of risks and their mitigation

strategies, entry into new businesses, product launches,

demandfulfilment and capital expenditure requirements,

as well as the review of our business plans and targets.

For more information see page 85

REMUNERATION

COMMITTEE

Determinesthe overall

remuneration policy

and strategy to ensure

transparency and alignment

with the Group's short- and

long-term strategic goals.

For more information

see page 92   
 

 

The work of the Board of Management complements, enhances

and supports the work of the JLR ple Board, with the Board of

Managementoperating underthe direction and authority of the

Chief Executive Officer. The JLR plc Board delegates to the Board of

Managementthe execution of the Group's strategy and the day-to-

day management and operation of the Group’s business.

BOARD OF MANAGEMENT

Examples of actions taken by the Board of Managementare:

+ Reviewing and making decisions concerning operational planning

associated with the latest five-year business plan of the Group;

+ Evatuating the performance of the Group against budget and

forecast; and

- Reviewing and approving potential investments.

The Board of Managementis also responsible for overseeing the

implementation of appropriate risk assessment processes and

controls to identify, manage and mitigate the principal risks to the

Group.This includes the review, approval and communicationof the

risk managementpolicy and framework.

For more information see page 86

 

 

DISCLOSURE COMMITTEE

Supports the JLR ple Board and Audit Committee in reviewing

and approving the final form of quarterly and annual

announcements and statements relating to the performance

of the Group.

For more information see page 92  

OTHER EXAMPLES OF

MANAGEMENT COMMITTEES

Risk Management Committee

» Product Committee

——| » Health and Safety Committee

+ Security Committee

+ Unusual Events Committee

+ Financial Risk and Assurance Committee

+ Financial Risk Committee 
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EXAMPLES OF KEY MATTERS CONSIDERED BY THE JLR PLC BOARD
DURING FISCAL 2018/19

TOPIC/ACTIVITY ACTIONS PROGRESS

 

STRATEGY
 

Review ofthe business and

operating model
Analysed the automotive industry trends and retail outlook

and assessed the potential impact on the Group

Reviewed the Group's performanceagainst its competitors

New models introduced, such as Jaguar |-PACE and the Range
Rover ptug-in hybrids, supported by a new battery assembly

centre to support the move awayfrom diesel

Production of Land Rover Discovery modelsis being relocated
From Solihull to the new Slovakia plant

Workforce reduction of 4,500 announced,following release of
1,500 employeesin 2018

 

Monitoring of opportunities Supported continued investment to promote sustainable

for acquisitions and new business growth overthe long term

revenue streams
Used cash to implement ongoing prograrmmesto support.

business growth

Considered and approved the Group's debtfunding arrangernents

Issuance of €500 million seven-year 4.5 per cent bond

Issuance of $1 billion syndicated loan

 

Discussion of the Group's capital
structure andfinancial strategy

Reviewed a numberof opportunities in the fiscal year

Reviewed and approved, where appropriate, the business cases

for internally developed future business

implernentation of Project Chargecostefficiency initiative to

improve cash flow and profitability

 

RISK MANAGEMENT AND INTERNAL CONTROL
 

Review the Group's principal

risks and the effectiveness of the

systemsof internal control and
risk management

Clearly articulated the Group's approach torisk

Reviewed and updated approachto identify and manage
principal risks

Continuing assessmentofsignificant and emergingrisks, including
geopolitical uncertainty and the impactof Brexit

Agreed Group-levelrisks and a robust set of mitigating
activities, which are regularly monitored

Further developed the Group's approachto risk

Considered movements in keyrisks resulting from changes to

likelihood or business impact

Put in place a comprehensive cross-functional Brexit
Governance programme, minimising impact of a no-deal

Brexit where possible

 

LEADERSHIP AND PEOPLE
 

Review composition of the JLRplc
Board andits committees

Discussed the composition of the JLR pic Board and its committees,

including succession planning

The Board of Management and Senior Directors’ Forum is

in place and welt established
 

Review the developmentof people
and talent in the Group, including
succession planningfor senior roles

Ongoing commitment to maintaining a balance of appropriate

skills and experience arnong the Board of Management and
associated committees

Seniorleadership team has remained in place during the

fiscal year

 

Discuss the results of the employee
engagementsurvey and devise
strategic actions arising from it

Conducted a thorough review of Pulse surveys to identify areas

for improvernent

Encouragedinteraction between employees across the Group

Continued focus on engagement and developmentof
employees through offering a wide range of training courses

 

GOVERNANCE, STAKEHOLDERS AND SHAREHOLDERS
 

Review the Group's purpose,goal,

vision and values
Considered sustainability, including the Group's impact on
communities and the environment

Monitored and addressed regular Health and Safety updates

Reviewed developments in corporate governance and

received key legal and regulatory updates

 

Encourage strong engagement

with investors and stakeholders

Actively supported engagement opportunities

Regularly reviewed and acted upon feedbackfrom key stakeholders

Ongoing discussionsat all tevels of the business with

shareholders

Engagementwith other stakeholders based on feedback

 

FINANCIAL PERFORMANCE
 

Assessment of the Group's

financial performance

Evaluated the Group's performance against budgetand forecast

Reviewed the quarterly and annual results and associated

Presentations to investors

Reviewed and approvedthelatest five-year business plan for

the Group

Approved the annual report
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EFFECTIVENESS

THE JLR PLC BOARD

The JLR ple Board will continue to consider the core areas

described previously, but in particular will focus on:

- Continued development of our productpipeline;

» The efficiency and quality of the Slovakia plant and the

continuing contract manufacturing through our agreement

with MagnaSteyr;

+ Expanding our product developmentfacilities and the ongoing

investment in UK manufacturing facilities;

+ Leading innovation in autonomy, connectivity, electrification

and shared mobility;

- Developing our people and the workforce of tomorrow; and

» Ongoing review and monitoring of external risk factors,

considering their impact on the future of the Companyinlight

of upcoming changesin both thepolitical and the economic

environment.

HOW WE DIVIDE UP
OUR RESPONSIBILITIES

Chairmanofthe JLR pic Board

Responsible for leading the JLR ple Board,its effectiveness and

governance.Also sets the agenda to take full account of the

issues and concerns of the directors and ensures effective links

betweenexternal stakeholders, the Board and management.

Non-executive directors

Constructively challenge the Chief Executive Officer and

monitor the delivery of the Group strategy within the risk and

controls environment set by the JLR ple Board.

Chief Executive Officer

Responsible for the day-to-day leadership, management and

control of the Group, for recommending the Group strategy to

the JLR ple Board and for implementing the Group strategy and

decisions of the JLR plc Board.

 

INDUCTION, DEVELOPMENT

AND SUPPORT

All new directors receivea full, formal and tailored induction upon

joining the JLR ple Board. We also plan the JLR ple Board calendar so

that directors are able to visit the increasing number of Jaguar Land

Rover geographic locations and are briefed on a wide range of topics

throughout the year.

These topics range from those with particular relevance for our business,

such as global automotive demand, to more general matters, such as

developmentsin corporate governance. We recognise that our directors

have a range of experience, and so we encourage them to attend

external seminars andbriefings that will assist them individually.

EVALUATION

The JLR ple Board continuously assessesits effectivenessin the

following areas:

« The flow and quality of information to the JLR ple Board;

+ The decision-making process and culture; and

+ The outcomeof the decisions made by the JLR ple Board.

The JLR ptc Board and Audit Committee also provide direct feedback

to management committees.



ACCOUNTABILITY

AUDIT COMMITTEE
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Composition of the Audit Committee

Andrew Robb, Chairman

Nasser Munjee

PB. Balaji

Role of the Audit Committee

- Monitors the integrity of the financial statements, including the

review of significant financial reporting issues and judgements

alongside the findings of the external auditor.

- Overseesthe relationship with the external auditor, external audit

process, nature and scopeof the external audit and the appointment,

effectiveness, independence and fees of the external auditor.

* Monitors and reviews the effectiveness of Corporate Audit, ensuring

coordination with the activities of the external auditor.

« Reviewsthe effectiveness of the Group's systemsfor internal

financial control, financial reporting and risk management.

Main activities of the Audit Committee during the year

Financial reporting

During the year, we as the Audit Committee met with the external

auditor and managementaspart of the Fiscal 2018/19 annual

and quarterly reporting approval processa total of eight times. We

reviewed the draft financial statements and considered a number

of supporting papers. This included reviewing information presented

by managementonsignificant accounting judgements to ensureall

issues raised have been properly dealt with; reviewing presentation

and disclosure to ensure adequacy, clarity and completeness;

reviewing the documentation prepared to support the going

concern statement given on page 111; and reviewing external audit

reports. The key matters considered in the year were review of the

Group's impairment assessmentfor Fiscal 2018/19; review of the

Group's implementation and transition projects for IFRS 9 Financial

Instruments, IFRS 15 Revenue from Contracts with Customers

and IFRS 16 Leases; the issuance of debt; and valuation of pension

liabilities. Monitoring of GDPR andinformation and cyber security

continues to be focused on and enhanced.

Internal controls

Wereviewedthe effectivenessof financial reporting, internal

control overfinancial reporting and risk management procedures

within the Group, with particular regard given to compliance with

the provisions of section 404 of the Sarbanes-Oxley Act and other

relevant regulations. The reviews also considered any potential

material weaknessesor significant deficiencies in the design or

operation of the Group’s internal control over financial reporting

that are reasonably likely to adversely affect the Group's ability to

record, process and reportfinancial data. We receive reports from

the external auditor, Business Assurance and Corporate Audit with

respect to these matters.  

External audit

Wereviewedthesignificant audit issues with the external auditor

and how they have been addressedin the financial statements.

Wealso evaluated the external auditor by reviewingthe firm's

independence,its internal quality control procedures and any

material issues raised by the most recent quality control review

of the audit firms. This included the findings of any enquiry or

investigation carried out by governmentor professional bodies

with respect to one or more independent audits performed by the

external auditor within the last five years.

KPMG,the external auditor, has now completed its second year in

post and has continued to gain a good understanding ofthe business.

Section 139(2) of the Indian Companies Act, 2013 mandatesthatall

listed companies rotate their auditors once the auditor has served as

an auditor for a period of 10 or more consecutive years. Under these

regutations, the Group will be required to retender the audit nolater

than 2027 and the Committee will keep the external auditor tender

under review and act in accordance with any changesin regulations

and bestpractice relating to the tenure of the external auditor.

To help safeguard KPMG's objectivity, independence and

effectiveness, the Group has a non-audit services policy, which sets

out the circumstances andfinanciallimits within which the external

auditor may be permitted to provide certain non-audit services. This

policy sets a presumption that KPMGshould only be engaged for

non-audit services where there is an obvious and compelling reason

to do so (for example,its skills and experience orability to provide the

services) and provided such work does not impair its independence

or objectivity and has no impact on the audited financial statements.

[t prohibits KPMG from providing certain services, including tegal,

valuation, actuarial and internal audit. The Audit Committee

approvesall non-audit services before they are performed.

Non-audit fees paid to KPMGin the year totalled £0.9 million (2018:

£0.5 million), representing 17 per cent ofthe fees paid for audit and

audit-related assurance services.

Corporate Audit

During the year, we regularly reviewed the adequacy of the Corporate

Audit function, the Corporate Audit charter, staffing and the

seniority of the official heading the function, the reporting structure,

the budget, the coverage and frequencyof corporate audits, the

structure of Corporate Audit and approvalof the audit plan.

Wealso met with Corporate Audit and the external auditor on a one-

to-one basis twice during the year. This forms an important part of

our consideration and control, ensuring that they have an open and

direct forum with the Audit Committee. ,
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DISCLOSURE COMMITTEE
 

Composition of the Disclosure Committee

Chief Financial Officer and his direct reports

Matters considered during the year

» Reviewed and updated the termsof reference of the Committee.

» Reviewed the audit and control findings from the external auditor.

REMUNERATION COMMITTEE

» Reviewed areas of key managementjudgementandsignificant

transactions, including their presentation and disclosure in both the

quarterly and annualfinancial statements.

« Reviewed new disclosures in both the quarterly and annualfinancial

statements for appropriateness.

- Considered the impact of new accounting standards on the Group.

 

Composition of the Remuneration Committee

Andrew Robb, Chairman

Natarajan Chandrasekaran

In addition to the Committee members, the Chief Executive

Officeris invited to attend meetings, except wherethere is a

conflict of interest. The Remuneration Committee is supported by

the Executive Director, Human Resources and Global Purchasing

and the HR Director, Global Reward and Mobility.

Role of the Remuneration Committee

+ Sets and monitors the strategy and policy for the remuneration

of the Board of Managementand other senior executives

(“executives’).

« Determines the design andeligibility for annual and long-term

incentive plans (LTIPs) for executives and approves payments

underthe ptans.

« Determines performance measures and targets for any

performance-related incentive plans.

» Oversees any major changesin remuneration.

Remuneration policy

The remuneration policy is designed to attract, retain and

motivate executives of the highest quality, encouraging them

to deliver exceptional business performance aligned to Jaguar

Land Rover's strategy and the objective of detivering long-term

sustainable growthin value.

Executive remuneration components

Fixed elements

+ Salary. Designed to recruit and retain individuals with the

necessary knowledge, skills and experience to deliver the

Group's strategic objectives. Salary is reviewed annually

and benchmarked against comparable roles in appropriate

comparator groups (such as other UK engineering companies

and European automotive companies).  

- Retirement benefits. The Group has a numberof defined benefit

pension schemesthat are closed to new employees. Executives

who are members of these schemeswill continue to accrue

benefits, but most executives now either have defined contribution

provisions or elect to receive a cash allowancein lieu of retirement

benefits. The cash allowanceis at the samelevel as the equivalent

defined contribution provision.

- Other benefits. Executivesare eligible to participate in the Group's

management car programme, medical arrangements,andlife

insurance and disability plans.

Performance-related elements

+ Annual bonus. The Global Bonus Plan is designed to reward

achievement of short-term financial and strategic measures to

support the Group’s strategy. Performance is measured against

quantifiable one-year financial and operationaltargets.

» Long-term incentive. The LTIP is designed to reward and encourage

alignment with the Group’s long-term sustainable growth strategy.

Performanceis measured over a three-year period against a

balanced scorecard of quantifiable financial and operational targets

aligned to long-term growth.
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EXECUTIVE REMUNERATION

Thereis clear linkage between 10%a 30% Oea Row 25% M Aehrteeth
i @ Costs @ CashflowJaguar Land Roverbusiness strategy w Gaatty 30% m Volume h

and the performance-related 25% B Volume  Sustainabitity

etements of remuneration. BONUS ine
PERFORMANCE PERFORMANCE
MEASURES MEASURES

20% 25%
15% 20%

The overall objective is to deliver Boece” 19%  B paseseey
executivepayin line with a @ Annualbonus B§ Annuat bonus

i 33% @umnp 39% gun
market median range for target °

performance, with enhanced TARGET 33% MAXIMUM Lt 6%
i EXECUTIVE © EXECUTIVE

reward opportunity to reflect REMUNERATION REMUNERATION

exceptional business performance.

Overall remuneration is balanced,
10%with the majority linked to business

performance and a heavier

weighting on long-term performance

compared to short-term.

24%

INVESTOR RELATIONS
ENGAGEMENT

SOLE SHAREHOLDER

Jaguar Land Rover Automotive pic (and its subsidiaries) is a wholly

owned subsidiary of Tata Motors Limited (held through TML Holdings

Pte. Ltd. (Singapore)). The majority of the JLR plc Board also serve as

Directors on the board of Tata Motors Limited. Although we operate

ona stand-alone, arm’s-length basis, we maintain an open and

collaborative strategic relationship with Tata Motors Limited and

cooperate in numerousareas, including engineering, research and

development, and sourcing and procurement.

BOND INVESTORS

As at 31 March 2019, we had approximately £3.6 billion of listed

bonds outstanding (31 March 2018: £3.6 billion, 31 March 2017:

£3.4 billion). We maintain regular dialogue with our bond investors

including the quarterly publication of operational and financial results

on the Group's website (wwwijaguarlandrover.com) supported by

live broadcasts via teleconferencecalls, as well as attendance at

various bond conferences held throughout the year. In addition,

1 Please see note 3 of the financial statements on page 130 for the definition of adjusted EBIT.

36%

 

on 22 June 2018, Jaguar Land Rover hostedits first investor day,

where investors had the opportunity to meet with Jaguar Land Rover

senior managementto discuss recent results and the Company's

strategy and aspirations.

CREDIT RATING AGENCIES

As at 31 March 2019, Jaguar Land Rover Automotive pic had a credit

rating of B+ (Credit Watch Negative) from S&P Ba3 (Negative Outlook)

from Moody's and BB- (Watch Negative) from Fitch. We maintain

regular and open dialogue with our agencies, including in-depth

reviews of our long-term business plans, so that an independent

assessmentof our credit profile can be represented in the market

for the benefit of our stakeholders,including current and prospective

investors as well as supporting any future debtissuance.
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DIRECTORS’ REPORT

The directors present their report and the

audited consolidated financial statements of

the Groupfor the year ended 31 March 2019.

Jaguar Land Rover Automotive ple is a public

limited company incorporated under the laws

of England and Wales. The business address

of the directors and senior management of

the Group is Abbey Road, Whitley, Coventry

CV3 4LF, England, United Kingdom.

Future developments

Future developments impacting the Group

are disclosed in the strategic report on

pages 5 to 81.

Dividends

The directors proposed no dividend for the year

ended 31 March 2019.(For the year ended

31 March 2018, £225 million was paid in

June 2018, For the year ended 31 March

2017, £60 million was paid in June 2017 and

£90 million was paid in September 2017,)

Directors ,

Biographies of the directors currently serving

on the JLR ple Board are set out on page 85.

Directors’ indemnities

The Group has madequalifying third-party

indemnity provisions for the benefit ofits

directors during the year; these remain in

force at the date of this report.

Material interests in shares

Jaguar Land Rover Automotive plc is a wholly

owned subsidiary of Tata Motors Limited, held

through TML Holdings Pte. Ltd. (Singapore).

Share capital

Share capital remains unchanged. See note 29

to the consolidated financial statements on

page 154for further details.

Corporate Governance Statement

The Corporate Governance Statementis set

out on pages 84 to 95 andis incorporated by

reference into this report.

Branches

The Group has 11 branches that exist and

operate outside of the UK, based in Singapore,

China and the United Arab Emirates.

Research and development

The Group is committed to an ongoing

programme of expenditure on research

and developmentactivities as disclosed

in note 11 to the consolidated financial

statements on page 136.

Financial instruments

The disclosures required in relation to the

use of financial instruments by the Group

and Company, together with details of the

Group's and Company's treasury policy and

management,are set out in note 35 to the

consolidated financial statements on pages

162 to 172 and in note 52 on pages 186 to 189

of the parent companyfinancial statements.

Employeeinformation

The average number of employees within the

Groupis disclosed in note 7 to the consolidated

financial statements on page 134.

Apart from determining that an individual

has the ability to carry out a particularrole,

the Group does not discriminate in any

way. it endeavours to retain employeesif

they become disabled, making reasonable

adjustments to their role and,if necessary,

looking for redeployment opportunities within

the Group. The Groupalso ensures that

training, career development and promotion

opportunities are available to all employees

irrespective of gender, race, age ordisability.

Employeeinvolvement

Details of how the Groupinvolvesits

employees are contained in the strategic

report on pages 5 to 81, which are

incorporated by referenceinto this report.

Political involvement and contributions

The Group respects an employee's right

to use their own time and resources to

participate as individualcitizensin political

and governmentalactivities of their choice.

The Groupitself operates underlegal

limitations on its ability to engage in political

activities and, even where there are no legal

restrictions, the Group doesnottypically

make contributions to political candidates

or political parties, or permit campaigning on

its property by political candidates (including

those who workfor the Group) or persons

working on their behalf. There have not been

anypolitical donations in any of the periods

covered by thesefinancial statements.

Going concern

The Group's businessactivities, together

with the factorslikely to affect its future

development, performance and position,

are set outin the strategic report. The

financial position of the Groupis described

on pages 78 to 81. in addition, note 35 to the

consolidated financial statements includes

the Group’s objectives, policies and processes

for managing its exposuresto interest rate

risk, foreign currencyrisk, credit risk and

liquidity risk. Details of the Group's financial

instruments and hedging activities are also

provided in note 35 to the consolidated

financial statements. The JLR plc Board has

a reasonable expectation that the Group has

adequate resources to continue in operational

existence for the foreseeable future.

Accordingly, the financial statements set out

on pages 106 to 190 have been prepared on

the going concern basis.

Eventsafter the balance sheet date

Full details of significant events since the

halance sheet date are disclosed in note 41

to the consolidated financial statements on

page 177.

Code of Conduct

Directors and employees are required to

comply with the Jaguar Land Rover Code of

Conduct, which is intended to help them put

the Group’s ethical principles into practice.

The Code of Conductclarifies the basic

principles and standards they are required to

follow and the behaviour expected of them.

The Code of Conduct can be found at

wwwiaguarlandrover.com.

Employees, contractstaff, third parties with

whom the Group has a businessrelationship

(such as retailers, suppliers and agents) and

any memberof the public mayraise ethical

and compliance concerns to the Group's

global helpline or via group.comptiance@

jaguarlandrover.com.



Slavery and humantrafficking statement

Pursuant to section 54 of the Modern Slavery

Act 2015, the Group has published a slavery

and humantrafficking statement for the

year ended 31 March 2019. The statement

sets out the steps that the Group has taken

to addressthe risk of slavery and human

trafficking occurring within its own operations

andits supply chains. This statement can

be found on the corporate website at www.

jaguarlandrover.com.

Whistle-blowing policy

The Group's whistle-blowing policy

encourages employeesto report, in

confidence and anonymouslyif preferred,

concerns about suspected impropriety or

wrongdoing in any matters affecting the

business. An independenthotline exists to

facilitate this process. Any matters reported

are thoroughly investigated and escalated to

the Committee.

Diversity policy

Diversity managementcontinues to form a core

part of the Group's businessstrategy. We rely

on the diversity of our employeesto form the

foundation of a strong and dynamic company.

See pages 62 to 65for further details.

Greenhouse gas emissions

The Group is committed to reducing

greenhouse gas emissions and continues to

invest heavily in this activity. See pages 58

to 59 for further details.

Statementofdirectors’ responsibilities

in respect of the annualreport and the

financial statements

The directors are responsible for preparing

the Annual Report and the Group and parent

companyfinancial statements in accordance

with applicable law and regulations.

Companytaw requires the directors to

prepare Group and parent companyfinancial

statements for each financial year. Under that

law and as permitted by Luxembourg market

rules the directors have elected to prepare the

Groupfinancial statements in accordance with

International Financial Reporting Standards as

adopted by the EU (IFRSs as adopted by the

EU) and applicable law and they have elected

to prepare the parent companyfinancial

staternents on the samebasis.

Under companylaw the directors must not

approve the financial statements unless they

are satisfied that they give a true andfair

view ofthe stateof affairs of the Group and

parent companyandoftheir profit or loss for

that period.In preparing each of the Group

and parent company financial statements, the

directors are required to:

«select suitable accounting policies and then

apply them consistently;

«make judgements and estimates that are

reasonable, relevant andreliable;

+ state whether they have been preparedin

accordance with IFRSs as adopted by the EU;

» assess the Group and parent company’s

ability to continue as a going concern,

disclosing, as applicable, matters related to

going concern; and

use the going concern basis of accounting

unless they either intend to liquidate the

Groupor the parent companyor to cease

operations, or have norealistic alternative

but to do so.

The directors are responsible for keeping

adequate accounting records that are

sufficient to show and explain the parent

company’s transactions and disclose with

reasonable accuracy at any time thefinancial

position of the parent companyand enable

them to ensurethatits financial staternents

comply with the Companies Act 2006. They

are responsible for such internat control as

they determine is necessary to enable the

preparationof financial statements that are

free from material misstatement, whether

due to fraud or error, and have general

responsibility for taking such steps as are

reasonably open to them to safeguard the

assets of the Group and to prevent and detect

fraud and otherirregutarities.

Under applicable taw and regulations, the

directors are also responsible for preparing a

Strategic Report and a Directors’ Report that

complies with that law and those regulations.
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The directors are responsible for the

maintenance and integrity of the corporate

and financialinformation included on the

company's website. Legislation in the UK

governing the preparation and dissemination

of financial statements may differ from

legislation in other jurisdictions.

Statementof disclosure of information

to auditors

In the case of each of the persons who

are directors at the time when the report

is approved under section 418 of the

Companies Act 2006,the following applies:

so far as the directors are aware, there is

no relevant audit information of which the

Group's auditor is unaware; and the directors

have taken necessary actions in orderto

make themselves aware of any relevant audit

information and to establish that the Group’s

auditoris aware of that information.

Auditor

A resolution to reappoint KPMG LLPas auditor

of the Groupis to be proposed at the 2019

Tata Motors Limited Annual General Meeting.

Acknowledgement
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supporting the delivery of the Group's

performance. The directors would also
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The annual report on pages 1 to 81 was

approved by the JLR ple Board and authorised

for issue on 31 May 2019 and signed onits

behalf by:

PROF. DR. D. SPETH

CHIEF EXEC OFFICER .

JAGUAR LAND ROVER AUTOMOTIVE PLC
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ABBEY ROAD, WHITLEY,

COVENTRY, CV3 4LF
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In our opinion:

then ended;

Act 2006.

Basis for opinion

 

ANNUAL REPORT 2018/19

1. OUR OPINION JS UNMODIFIED

Wehave audited the financial statements of Jaguar

Land Rover Automotive ple (‘the Company’) for

the year ended 31 March 2019 which comprise the

Consolidated Income Statement, Consolidated Statement

of Comprehensive Income or Expense, Consolidated

Balance Sheet, Consolidated Statement of Changesin

Equity, Consolidated Cash Flow Statement, the parent

Company Balance Sheet, the parent Company Statement

of Changesin Equity, the parent Company Cash Flow

Statement, and the related notes, including the parent

and Group accounting policies in note 2.

- The financial statements give a true and fair view of the

state of the Group’s and of the parent Company's affairs

as at 31 March 2019 and of the Group's loss for the year

+ The Groupfinancial statements have been properly

prepared in accordancewith international Financial

Reporting Standards as adopted by the European Union

(IFRSs as adopted by the EU);

« The parent Companyfinancial statements have been

properly prepared in accordance with IFRSs as adopted

by the EU and as applied in accordance with the

provisions of the Companies Act 2006; and

» The financial statements have been prepared in

accordance with the requirements of the Companies

We conducted our audit in accordance with International

Standards on Auditing (UK) (“ISAs (UK)”) and applicable

law. Our responsibilities are described below. We have

fulfilled our ethical responsibilities under, and are

independent of the Group in accordance with, UK ethical

requirements including the FRC Ethical Standard. We

believe that the audit evidence we have obtained is a

sufficient and appropriate basis for our opinion.

INDEPENDENT AUDITOR’S
REPORT TO THE MEMBERS
OF JAGUAR LAND ROVER
AUTOMOTIVE PLC

 

 

 

 

 

 

 

 

 

OVERVIEW

Materiality £100m (2018: £60m)

Groupfinancial

statements as 0.4%ofTotal Group revenue (2018:

awhole 4.0% Groupprofit before tax)

Coverage 85% (2018: 91%)

ofTotal Group revenue

Key audit matters vs 2018

Recurringrisks New Brexit uncertainties A

New Going concern A

Impairmentof long-life A

intangible assets

Valuation of pension

liabilities <

New Capitalisation of

product engineering costs

Parent Company Recoverability of parent

key audit matter Company investment <>

in subsidiaries and

intra-Group debtors
 

2. KEY AUDIT MATTERS: INCLUDING OUR

ASSESSMENT OF RISKS OF MATERIAL

MISSTATEMENT

Key audit matters are those matters that, in our

professional judgement, were of mostsignificance in

the audit of the financial staternents and include the

most significant assessed risks of material misstatement

(whetheror not due to fraud) identified by us,including

those which had the greatest effect on the overall audit

strategy, the allocation of resourcesin the audit and

directing the efforts of the engagement team. These

matters were addressed, and our results are based on

procedures undertaken,in the context of our audit of

the financial statements as a whole, and in forming our

opinion on these matters.In arriving at our opinion above,

the key audit matters were as follows:
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Therisk Our response
 

The impactofuncertainties

due to the UKexitingthe

European Union on ouraudit

Unprecedentedlevels of uncertainty

All audits assess and challenge the reasonableness of

estimates, in particular as described inthe Impairment

of long-tife intangible assets and Capitalisation of

product engineering costs (togetherreferred to as

“the key audit matters affected”), and related disclosures

and the appropriatenessofthe going concern basis of

preparation ofthe financial statements (see below).

Allofthese depend on assessmentsofthe future

economic environment and the Group's future

prospects and performance.

Brexit is one ofthe mostsignificant economic events

for the UK andat the date ofthis report its effects

are subject to unprecedentedlevels of uncertainty

ofoutcomes, with the full range of possible effects

unknown.

Wedeveloped a standardised firm-wide approach

to the consideration ofthe uncertainties arising from

Brexit in planning and performing our audits. Our

proceduresincluded:

+ Our Brexit knowledge: We considered the directors’

assessmentof Brexit-related sources ofrisk for the

Group's business and financial resources compared

with our own understanding of the risks. We

considered the directors’ plans to take action to

mitigate the risks.

+ Sensitivity analysis: When addressing the

impairmentof long-life intangible assets,

capitalisation of product engineering costs and going

concern and other areas that depend on forecasts

and cash flows, we compared the directors’ analysis

to our assessmentof the full range of reasonably

possible scenarios resulting from Brexit uncertainty

and, where forecast cash flows are required to be

discounted, considered adjustments to discount

rates for the tevel of remaining uncertainty.

: Assessing transparency: As well as assessing

individual disclosures as part of our procedures on

the key audit matters affected we consideredall

of the Brexit-related disclosures together, including
those in the strategic report, comparing the overall

picture against our understanding of the risks.

However, no audit should be expected to predict the

unknowable factors orall possible future implications

for a companyand thisis particularly the case in relation

to Brexit.
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The risk Our response
 

Going concern

Refer to page 111 (accounting

policy)

Disclosure quality

The financial statements explain how the Board has

formed ajudgementthatit is appropriate to adopt the

going concern basis of preparation for the Group and

parent Companyand whetherany material uncertainties

exist in relation to the going concern assumption.

Thatjudgementis based on an evaluation ofthe inherent

risks to the Group and parent Company, in particular risks

associated with political uncertainty, and how thoserisks

might affect the Group and parent Company's financial

resourcesorability to continue operations over a period

ofat least a year from the date of approvalofthe financial
statements.

The risks mostlikely to adversely affect the Group and

parent Company'savailable financial resources over this

period were:

» The impact of trading disputes between the US and

China and the US and the EU (leading to potential

tariff changes), which are disrupting sales behaviour

and consumer confidence in China and the US and

causing significant costs on export of goods; and

+ The impact of Brexit on the Group's supply chain and

on the export of goods by not maintaining free and

frictionless trade.

The risk for our audit was whetheror not thoserisks were

such that they amounted to a material uncertainty that

may havecast significant doubt on the ability to continue

as a going concern. Had they been such,then that fact

would have been required to have beendisclosed.

+ Funding assessment: Evaluated the Group and

parent Company's financing terms.

» Key dependency assessment: Assessed sufficiency

of Group and parent Company's resources to repay

the debtfalling due in at least the 18 months from
the date of approvalof the financial statements.

+ Historical accuracy: Evaluated historical forecasting

accuracyof keyinputs, including cash forecasts, by

comparing to the actualresults.

: Historical comparisons: Assessed appropriateness

of Group and parent Company's assumptions used in

the cash flow projections by comparing those, where

appropriate, to historical trends in volumes

and margins.

» Benchmarking assumptions: Assessed

appropriateness of Group and parent Company's

assumptions usedin the cash flow projections by

comparing to externally derived data in relation to key

inputs such as sales volumesand costinflation, where

appropriate taking into consideration historical trends

in volurnes and margins.

» Sensitivity analysis: Considered sensitivities over

the level of available financial resources indicated

by the Group and parent Company's financial

forecasts, taking account of reasonably possible

(but not unrealistic) adverse effects that could arise
from theserisks individually and collectively, such as

increased tariffs as a result of Brexit, the US-EU and

US-China trade disputes and tariff challenges.

+ Assessing transparency: Performed procedure over

the curnpleteness and accuracyof the disclosures

in the financial statements and ensured that they

reflect the position of the Group's financing and the

risks associated with the Group’sability to continue

as a going concern.
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The risk Our response
 

Impairmentof long-life

intangible assets

(£5,627 million; 2018:

£6,763 million)

Refer to page 119 (accounting
policy) and page 147 (financial

disclosures).

Forecast-based valuation

The Group holdsa significant amountoflong-life

intangible assets onits balance sheet,within a single

cash-generating unit. The weaktrading performancein

China and thefalling marketcapitalisation ofthe ultimate
parent Company, Tata Motors Limited (“TML),led the

Group to perform an impairment assessmentat both

31 December 2018 and 31 March 2019.

The Group recognised an impairment of £3.1 billion

during the year ended 31 March 2019.

The recoverable value is considered to be the higherof

the Company's assessmentofthe valuein use (“VIU")

methodology andfair value less costs of disposat
(‘FVLCD’) methodology.

Thereis a risk over the Group's assessment and

measurementof impairment and therefore the

impairmentof long-life intangible assets due to:

+ VIU modelusing optimistic expectations of key

assumptions such asfuture sales volumes, gross

margins, overheads and capital expenditure; and

» FVLCD modelusing optimistic adjustments to those

cash flows used within the VIU modelto reflect a

market valuation of the Group.

The effect ofthese mattersis that, as part of our risk

assessment, we determined that the valuein use of
£8 billion has a high degree of estimation uncertainty,

witha potential range of reasonable outcomesgreater

than our materiality for the financial statements as

a whole, and possibly many times that amount. The

financial statements in note 18 disclose the sensitivities
estimated by the Group.

» Historical accuracy: Evaluated historical forecasting

accuracy of key inputs, including cash forecasts, by

comparing to the actualresults.”

» Historical comparisons: Assessed appropriateness

of Group and parent Company's assumptions used in

the cash flow projections by comparing those, where

appropriate, to historical trends in volumes

and margins.

Benchmarking assumptions: Assessed

appropriateness of Group and parent Company's

assumptions usedin the cashflow projections by

comparing to externally derived data in relation to key

inputs such as sales volumes and costinflation, where

appropriate taking into considerationhistorical trends

in volumes and margins.

+ Benchmarking assumptions: Compared the Group's

discount rate and long-term growthrate calculation

to external benchmark data and comparative

companies’ rates and reperformed the discount rate

calculation using the capital asset pricing modet with

the assistanceof our valuation specialists.

+ Sensitivity analysis: Performed a sensitivity analysis

over the reasonably possible combination of changes

in the forecasts, including the impact of potential
downside scenarios such as a hard Brexit, US tariffs

and a slower-than-expected resurgencein the

China market.

» Comparing valuations: Assessed Group's

reconciliation between the estimated market

capitalisation of the Group and its VIU and FVLCD.

- Benchmarking assumptions: Corpared the

_ earnings multiple used in the FVLCD to comparative

companies and to market data sources with the

assistance of specialists.

+ Assessing transparency: Assessed the

completeness and accuracyof the disclosuresin the

financial statements and ensured that the disclosure

reflects the impact of reasonably possible downside

assumptions on the amountof impairment. 
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The risk Our response
 

Valuation of pension liabilities

(£8,648 million; 2018:

£8,320 million)

Refer to page 121, Defined

benefit obligation estimate

(accounting policy) and page

155, Defined benefit obligation

(Financial disclosures).

Subjective valuation

Smatl changes in the assumptions applied to the

valuation oftheliabilities, being the discountrate,

inflation rate and mortality/life expectancy used to value

the Group's pensionobligation (before deducting scheme

assets) would havea significant effect on the Group's net
pension deficit. The risk is that these assumptions are

inappropriate, resulting in an inappropriate valuation of

schemeliabilities.

The effect ofthese mattersis that, as part of our risk

assessment, we determined that valuation ofthe

pension obligation has a high degree of estimation

uncertainty, with a potential range of reasonable

outcomesgreater than our materiality for the financial

statementsas a whole, and possibly many times that

amount. The financial statements (note 32) disclose the

sensitivity estimated by the Group.

+ Control operation: Tested the controls over the

assumptions applied in the valuation and inspected

the Group's annualvalidation of the assumptions

used by its actuarial expert. Tested the Group's

controls operating over selection and monitoring of

its actuarial expert for competence and objectivity.

Benchmarking assumptions: Challenged, with the

support of our own actuarial specialists, the key

assumptions applied to the valuation ofthetiabilities,

being the discountrate, inflation rate and mortality/

life expectancy against externally derived data.

+ Assessing transparency: Considered the adequacy

of the Group’s disclosures in respect of the sensitivity

of the deficit to these assumptions.

 

Capitalisation of product

engineering costs

(£4,859 million; 2018:

£5,713 million)

Refer to page 118 (accounting

policy) and page 146(financial

disclosures).

Forecast-based valuation

The application ofthe capitalisation criteria set out in

IAS 38 by the Groupinvolves keyjudgements around the

date capitalisation commences.

As aresult of noting that the Group capitalises a high

proportion of costs related to its product development

spend comparedtoits peers and the Group recognising

animpairment charge of £3.1 billion over long-life assets

during the year, we assessthatthere is an elevated risk of

material misstatement.

Accounting applicationin relation to this

The application of the capitalisation criteria set out in

IAS 38 by the Groupinvolves keyjudgements as

to whetherthe nature of costs capitalised are

directly attributable.

The effect ofthese mattersis that, as part of our

risk assessment, we determined that capitalisation

of product engineering costs has a high degree of
estimation uncertainty, with a potential range of

reasonable outcomesgreater than our materiality for the

financial statements as a whole, and possibly many times

that amount. The financial statements (note 2) disclose a

reasonably possible alternative.

» Control operation: Tested the control over the

Group's retrospective review of historically forecast
material production costs at the point capitalisation

commenced against actual costs observed in

manufacture, being a key input to management's

assessment of whetherfuture economic benefit of

development projects is probabte, and the controt

over the Group's judgements as to whetherindirect

personnel and overhead costs are considered

directly attributable.

Benchmarking assumptions: Compared the

assumptions applied in the Group’s assessment

of economic viability to externally derived data in

relation to key inputs such as projected volumesales.

- Assessing forecasts: Assessed the Group's

economic viability calculation by comparing relevant

factors to source documentation, application of

downside sensitivities to stress test assumptions,
and work over the Group's overall forecasts.

+ Historical comparison: Performed a retrospective

review to compare and assess previous economic

viability assumptions against the actual outturn.

+ Comparing valuations: Compared the volumes used

in the economicviability forecast produced by the

Group to the VIU model in the impairment of long-

life assets’ assessment for consistency.

Assessing transparency: Considered the adequacy

of the Group's disclosures in respect of the Group's

judgement of whether the IAS 38 capitalisation

criteria have been met.
 



FINANCIAL STATEMENTS 103

Independentauditor's
report to the members
ofJaguar Land Rover
Automotive pic

 

The risk Our response
 

Recoverability of parent

Companyinvestmentin

subsidiaries and intra-Group

debtors

Investment (£1,655 million;

2018: £1,655 million)

Intra-Group debtors

(£4,898 million;

2018: £4,314 million)

Refer to page 121 (accounting

policy) and page 183 (financial

disclosures).

Lowrisk, high value .

The amountofthe parent Company's investmentin

its subsidiary, which acts as an intermediate holding

companyforthe rest ofthe Company's subsidiaries,

represents 25% (2018: 28%) of the parent Company's

assets. The carrying amountofthe intra~-Group debtors
balance comprises the remaining 75% (2018: 72%).

Their recoverability is not at a high risk of significant

misstatementor subject to significantjudgement.

However, due to their materiality and following the weak

trading performanceofthe Group,in the context of the

Companyfinancial statements this is considered to

be one of the areas that had the greatest effect on our

.

Tests of detail: Compared the carrying amountof

the parent Company's only investment with the

subsidiary’s draft balance sheet and assessed 100%

of the Group debtorbalanceto identify whetherits

net assets, being an approximation of their minimum

recoverable amount, were in excessof their carrying

amount and assessed whether the Group headed by

the subsidiary hashistorically been profit making.

Assessing subsidiary audits: Assessed the work

performed as part of the Group audit over the

subsidiaries’ profits and net assets.

+ Comparing valuations: Compared the carrying

amount of the investmentin the subsidiary to

the Group's estimated market capitalisationof its

ultimate parent, adjusted to exclude theliabilities of

the parent Company andnet assets of companies
outside the Group, being an approximation of the

recoverable amountof the investment.

overail Companyaudit.

 

Group revenue

£24,214m

(2018: £25,786m)

Group materiality

£100m

(2018: £60m)

Wecontinue to perform procedures over completeness

and accuracy of warranty provisions and revenue

deductionsfor incentives anticipated on vehicles sold.
—£100m

Wholefinancial statementsHowever, following the revision of our materiality, we materiality (2018: £60}

no longer consider the risk over the completeness and

accuracy of the accrual for revenue deductions for

incentives anticipated on vehicles sold to be one of the =
-—£95m

Rangeof materiality at
11 components
(€15m-£95m)mostsignificant risks in our current-year audit; therefore, 5018. ESM255m)

it is not separately identified in our report this year.

Similarly, we no longer consider the risk over esm
~ Misstatements reported
to the Audit Committee
(2018: £2.75m)

corrpleteness and accuracy of warranty provisions to be

one of the most significantrisks in our current-year audit;

therefore,it is not separately identified in our report

this year.

Revenue

@ Group materiality

3. OUR APPLICATION OF MATERIALITY

AND AN OVERVIEW OF THE SCOPE OF

OUR AUDIT

Materiality for the Group financial statements as a whole

was set at £100 million (2018: £60 million), determined

with reference to a benchmark of total Group revenue

(2018: Groupprofit before tax), of which it represents

0.4%(2018: 4.0% Group profit before tax).

Weconsider total Group revenue to be the most

appropriate benchmark,as it provides a more stable

measure year on year than Groupprofit before tax.In

addition, a materiality level of £100 million is considered

appropriate in the context of the impairment charge to

long-life assets of £3.1 billion.

Materiality for the parent Companyfinancial statements

as a whole wasset at £65 million (2018: £55 million),

determined with reference to a benchmark of Company

total assets, of whichit represents 1% (2018: 0.9%).
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We agreed to report to the Audit Committee any

corrected or uncorrected identified misstatements

exceeding £5 million in addition to other identified

misstatements that warranted reporting on

qualitative grounds.

Of the Group's 37 (2018: 31) reporting components,

we subjected 4 (2018:4) to full-scope audits for Group

purposesand 7 (2018: 9) to specified risk-focused audit

procedures. Thelatter were notindividually financially

significant enough to require a full-scope audit for Group

purposes, but did present specific individualrisks that

needed to be addressed.

The components within the scope of our work accounted

for the percentagesillustrated betow.

Groupprofit before tax
2%

Group revenue

2%   
85% 97%

(2018: 91%) (2018: 98%)

96%

 

Grouptotal assets

5%   
7%

@ Full scope for Group audit
purposes 2019

@ Specified risk-focused audit
procedures 2019

@ Full scope for Group audit
purposes 2018

@ Specified risk-focused audit
procedures 2018

© Residual components

{2018: 95%)

90%

The remaining 15% (2018: 9%) of total Group revenue,

3% (2018: 2%) of Group profit before tax and 7%

(2018: 5%) of total Group assets are represented by

20 (2018: 18) reporting components, none of which

individually represented more than 3% (2018: 2%) of

any of total Group revenue, Group profit before tax or

total Group assets. For these residual components, we

performed analysis at an aggregated Grouplevel to re-

examine our assessmentthat there were no significant

risks of material misstatement within these.

The Group team instructed component auditors as to the

significant areas to be covered, including the relevant risks

detailed above and the information to be reported back.

The Group team approved the componentmaterialities,

which ranged from £15 million to £95 million (2018:

£5 million to £55 million), having regard to the mix ofsize

andrisk profile of the Group across the components. The

work on 9 of the 11 (2018: 11 of the 13) components was

performed by component auditors and therest, including

the audit of the parent Company, was performed by the

Group team.

The Group team visited three (2018: three) component

tocations in the United States, China and Germanyin

both years to assess the audit risk and strategy. Video

and telephone conference meetings were also held with

these componentauditors and all others which were

not physically visited. At these visits and meetings, the

findings reported to the Group team were discussedin

more detail, and any further work required by the Group

team was then performed by the componentauditor.

4. WE HAVE NOTHING TO REPORT ON

GOING CONCERN

The directors have prepared thefinancial statements on

the going concern basis as they do notintend to liquidate

the Companyor the Group or to cease their operations,

and as they have concluded that the Company’s and

the Group's financial position means that this is realistic.

They have also concluded that there are no material

uncertainties that could have cast significant doubt over

their ability to continue as a going concern for at least a

year from the date of approvalof the financial statements

(‘the going concern period’).

Our responsibility is to conclude on the appropriateness of

the directors’ conclusions and, had there been a material

uncertainty related to going concern, to make reference

to thatin this audit report. However, as we cannot

predictall future events or conditions, and as subsequent

events may result in outcomesthat are inconsistent with

judgements that were reasonable at the time they were

made, the absenceof reference to a material uncertainty

in this auditor's report is not a guarantee that the Group

and the Company will continue in operation.

Weidentified going concern as a key audit matter (see

section 2 of this report). Based on the work described in

our response to that key audit matter, we are required to

report to youif:

» We have anything material to add or draw attention to

in relation to the directors’ statement in note 2 to the

financial statements on the use of the going concern

basis of accounting with no material uncertainties

that maycast significant doubt over the Group and

Company's use of that basis for a period ofat least

12 months from the date of approvalof the financial

statements; or

We have concluded that the use of the going concern

basis of accounting is inappropriate or there is an

undisctosed material uncertainty that may cast

significant doubt over the use of that basis for a period

ofat least a year frorn the date of approval of the

financial statements.

Wehavenothing to report in these aspects.



 

5S. WE HAVE NOTHING TO REPORT ON THE

OTHER INFORMATION IN THE ANNUAL

REPORT

The directors are responsible for the other information

presentedin the Annual Report together with the financial

statements. Our opinion on the financial statements does

not cover the other information and, accordingly, we do

not express an audit opinion or, except as explicitly stated

below, any form of assurance conclusion thereon.

Strategic report and directors’ report

Based solely on our work on the other information:

+ we have not identified material misstatements in the

strategic report and the directors’ report;

» in our opinion the information given in those reports

for the financial year is consistent with the financial

statements; and

: in our opinion those reports have been prepared in

accordancewith the Companies Act 2006.

6.WE HAVE NOTHING TO REPORT ON

THE OTHER MATTERS ON WHICH WE ARE

REQUIRED TO REPORT BY EXCEPTION

Under the Companies Act 2006, weare required to report

to you if, in our opinion:

+ adequate accounting records have not been kept by the

parent Company, or returns adequate for our audit have

not been received from branches not visited by us; or

+ the parent Companyfinancial statements are not in

agreement with the accounting records and returns; or

* certain disclosures of directors’ remuneration specified

by law are not made; or

+ we have not receivedall the information and

explanations we require for our audit.

Wehave nothing to report in these respects.

7. RESPECTIVE RESPONSIBILITIES

Directors’ responsibilities

As exptained morefully in their statement set out on page

95, the Directors are responsible for: the preparation of

the financial statementsincluding being satisfied that

they give a true andfair view; such internal control as

they determine is necessary to enable the preparation

of financial statements that are free from material

misstatement, whether dueto fraud orerror; assessing

the Group and parent Company's ability to continue as a

going concern, disclosing, as applicable, matters related

to going concern; and using the going concern basis of

accounting unless they either intend to liquidate the

Groupor the parent Companyor to cease operations, or

have norealistic alternative but to do so.
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Independent auditor's
report to the members
ofJaguar Land Rover
Automotiveple

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about

whetherthe financial statements as a wholeare free from

material misstatement, whether due to fraud orerror,

and to issue our opinion in an auditor's report. Reasonable

assuranceis a high level of assurance, but does not

guarantee that an audit conducted in accordance with

ISAs (UK) will always detect a material misstatement

whenit exists. Misstatements can arise from fraud or error

and are considered materialif, individually or in aggregate,

they could reasonably be expected to influence the

economic decisions of users taken on the basis of the

financial statements.

A fuller description of our responsibilities is

provided on the FRC’s website at wwwfrc.org.uk/

auditorsresponsibilities

8. THE PURPOSE OF OUR AUDIT

WORK AND TO WHOM WE OWE OUR

RESPONSIBILITIES

This report is made solely to the Company's members,

as a body, in accordance with Chapter3 of Part 16 of

the Companies Act 2006. Our audit work has been

undertaken so that we might state to the Company's

members those matters we are required to state to

them in an auditor's report and for no other purpose. To

the fullest extent permitted by law, we do not accept or

assumeresponsibility to anyone other than the Company

and the Company's members,as a body, for our audit

work, for this report, or for the opinions we have formed.

JOHN LEECH (SENIOR STATUTORY AUDITOR)

FOR AND ON BEHALF OF KPMG LLP,

STATUTORYAUDITOR

CHARTERED ACCOUNTANTS

ONE SNOWHILL

SNOW HILL QUEENSWAY

BIRMINGHAM

B4 6GH

3 JUNE 2019
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CONSOLIDATED FINANCIAL
STATEMENTS

CONSOLIDATED INCOME STATEMENT

 

 

 
 

 

 

 

2018 2017

2019 restated** restated**
Year ended 31 March Note £m £m Em

Revenue 5 24,214 .25,786 24,339

Material and othercostofsales* 4,6 (15,670) (16,328) (15,071)

Employee costs* 4,7 (2,820) (2,722) (2,490)

Other expenses* 4,10 (5,567) (8,846) (5,376)

Exceptionalitems 4 (3,271) 438 151

Engineering costs capitalised 12 1,576 1,610 1,426

Other income 205 420 379

Depreciation and amortisation (2,164) (2,075) (1,656)

Foreign exchange(loss)/gain and fair value adjustments (59) 29 (253)

Financeincome 12 35 33 33

Finance expense(net) 12 (111) (85) (68)

Shareof profit of equity accounted investments 15 3 252 159

(Loss)/profit before tax 13 (3,629)! 1,512 1,573

Income tax credit/(expense) 14 308| (398) (331)

(Loss)/profit for the year (3,321) 1,114 1,242

Attributableto:

Owners ofthe Company (3,325) 1,112 1,242

Non-controlling interests 4 2 -  
 

* “Material and other costofsales’, “Emptoyee costs” and “Other expenses” exclude the exceptional iterns explained in note 4.

** See note 2 for details of the restatement due to changesin accounting policies.
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Consolidatedfinancial

 

 

 

 

   
 

 

 

statements

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME/(EXPENSE)

2018 2017
2019 restated* restated*

Year ended 31 March Note £m £m Em

(Loss)/profit for the year (3,321) 1,114 1,242
Itemsthatwill not be reciassified subsequentlyto profit or loss:

Remeasurementofdefined benefit obligation 32 (270) 546 (895)

Loss on effective cash flow hedgesof inventory (197) - -

Income tax related to items that will not be reclassified 14,20 76 (89) 143

(391); 457 (752)

Items that maybereclassified subsequently to profit orloss:

Gain/(loss) on cash flow hedges(net) 92 2,442 (1,729)

Currencytranslationdifferences (4) (4) 34

incometax related to iterns that may bereclassified 14,20 (19) (462) 322

69 | 1,976 (1,373)

Other comprehensive (expense)/incomenet oftax / (322) 2,433 (2,125)

Total comprehensive (expense)/incomeattributable to shareholder (3,643) 3,547 (883)

Attributable to:

Owners ofthe Company ' 3,647) 3,545 (883)

Non-controlling interests 4 2 -
 

* See note 2 for details of the restatement due to changesin accountingpolicies.
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CONSOLIDATED BALANCE SHEET

 

 

 

 

  
 

 

 

 

 

 

 

   
 

 

 

 

2018 2017
2019 restated* restated*

Asat 31 March Note &m —m £m

Non-current assets

Investments 15 546 516 475

Otherfinancial assets 16 170 414 , 270

Property, plant and equipment 17 6,492 7,417 5,885

Intangible assets 18 5,627 6,763 6,167

Other non-current assets 19 83 82 80

Deferred tax assets 20 512 413 511

Total non-current assets ] 13,430 | 15,605 13,388

Current assets

Cash and cash equivalents 21 2,747 2,626 2,878

Short-term deposits and other investments 1,028 2,031 2,609

Trade receivables 1,362 1,612 1,273

Otherfinancial assets 16 314 494 218

Inventories 23 3,608 3,767 3,464

Othercurrent assets 19 570 630 517

Current tax assets ‘ _ 10 10 3

Total current assets j 9,639| 11,170 10,962 .

Total assets | 23,069 | 26,775 24,350
Currentliabilities

Accounts payable 24 7,083 7,614 6,508

Short-term borrowings 25 881 652 179

Otherfinancialliabilities 26 1,042 1,189 2,139

Provisions 27 988 758 644

Othercurrentliabilities 28 664 "547 490
Current tax liabilities 94 160 144

Total currentliabilities I 10,752 10,920 10,104

Non-currentliabilities

Long-term borrowings 25 3,599 3,060 3,395

Otherfinancialliabilities 26 310 281 1,399

Provisions 27 1,140 1,055 988

Retirement benefit obligation 32 667 438 1,461

Other non-currentliabilities 28 » 524 454 362

Deferred tax liabilities 20 101 583 60

Total non-currentliabilities | 6,338| 5,871 7,665

Totalliabilities i 17,090 | 16,791 17,769

Equity attributable to shareholders

Ordinary shares 29 1,501 1,501 1,501

Capital redemption reserve 29 167 167 167

Other reserves 30 4,305 8,308 4,913

Equity attributable to shareholders | 5,973 | 9,976 6,581
Non-controlling interests | 6 | 8 -

Total equity | 5,979 | 9,984 6,581

Totalliabilities and equity | 23,069 | 26,775 24,350
 

* See note 2 for details of the restatement due to changesin accountingpolicies.

These consolidated financial statements were approved by the Board and authorised for issue on3]Mewere signed on its behalf by:

4
PROF. DR. RALF D. SPETH q

CHIEF EXECUTIVE OFFICER \

COMPANY REGISTERED NUMBER: 06477691

- : toe ee -- ra
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Consolidatedfinancial
Statements

CONSOLIDATED STATEMENT OF CHANGESIN EQUITY

Equity

Capital attributable Non-
Ordinary redemption Other to controlling Total

shares reserve reserves shareholder interests equity
£m £m £m £m a) —£m

Balance at 1 April 2018 restated* 1,501 167 8,308 9,976 8 9,984

Adjustmentoninitial application of IFRS 9 and

IFRS 15 (net of tax) - - (32) (32) | - (32)

Adjusted balanceat 1 April 2018 1,501 167 8,276 9,944 8 9,952

(Loss)/profit for the year - - (3,325) (3,325) 4 (3,321):

Other comprehensive expensefor the year - - (322) (322) - (322)

Total comprehensive (expense)/income - - (3,647) (3,647) 4 (3,643)

Amounts removed from hedge reserve and ‘
recognised in inventory ~ - (122) (122) - (122)

Incometax related to amounts removed from

hedge reserve and recognised in inventory - - 23 23 - 23

Dividend - - (225) (225) - (225)

Distribution to non-controlting interest ~ - - - (6) (6)

Balance at 31 March 2019 . 1,501 167 4,305 5,973 : 6 5,979

Balanceat 1 April 2017 1,501 167 4,913 6,581 - 6,581

Profit for the year restated* - ~- 1,112 1,112 2 1,114

Other comprehensive incomefor the year

restated* - ~ 2,433 2,433 - 2,433

Total comprehensive income restated* - - 3,545 3,545 2 3,547

Dividend - - (150) (150) ~ (150)

Acquisition of non-controlling interest - ~ - - 11 11

Distribution to non-controlling interest - - - - (5) (5)

Balance at 31 March 2018 restated* 1,501 167 8,308 9,976 8 9,984

Balanceat 1 April 2016 1,501 167 5,946 7,614 - 7,614

Profit for the year restated* - - 1,242 1,242 - 1,242

Other comprehensive expensefor the year

restated* - - (2,125) (2,125) - (2,125)

Total comprehensive expense - - (883) (883) - (883)

Dividend - - (150) (150) - (150)

Balance at 31 March 2017 1,501 167 4,913 6,581 - 6,581
 

* See note 2 for details of the restatement due to changes in accountingpolicies.
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CONSOLIDATED CASH FLOW STATEMENT

2018/19

 

 

 

 

 

 

 

  
 

 

 

 

  
 

2019 2018 2017

Year ended 31 March Note —£m £m &m

Cashflowsfrom operatingactivities

Cash generated from operations 38 2,458 3,064 3,291

Dividends received 15 22 206 68

Income tax paid (227) (312) (199)

Net cash generated from operatingactivities 1 2,253| 2,958 3,160

Cashflowsusedin investingactivities

Investmentin equity accounted investments 15 - - (12)

Purchasesofother investments (14) (25) (1)

investmentin other restricted deposits (35) (26) (32)]-

Redemption ofother restricted deposits 36 16 51

Movementsin otherrestricted deposits j 1 (10) 19

Investmentin short-term deposits and other investments (2,437) (8,493) (5,097)

Redemption of short-term deposits and other investments 3,511 6,016 3,797

Movementsin short-term deposits and other investments 1,074 $23 (1,300)

Purchasesof property, plant and equipment (1,590) (2,135) (1,584)

Proceedsfrom sale of property, plant and equipment 2 - 1

Net cash outflow relating to intangible asset expenditure (1,785) (1,614) (1,473)

Finance income received 34 33 33

Acquisition of subsidiaries (net of cash acquired) - 6 -

Net cashusedin investing activities I (2,278)} (3,222) (4,317)

Cashflows(used in)/generated from financing activities

Finance expensesand fees paid (210) (158) (150)

Proceeds from issuanceofshort-term borrowings 649 543 488

Repaymentofshort-term borrowings (703) (546) (443)

Proceeds from issuance of long-term borrowings 1,214 373 857

Repaymentof long-term borrowings (547) - (57)

Paymentsoflease obligations (2) (4) (4

Distributions to non-controlling interests (3) (5) -

Dividendspaid 31 (225) (150) (150)

Net cash generated from financingactivities | 173 } $3 $41

Net increase/(decrease) in cash and cash equivalents 148 (211) (616)

Cashand cash equivalents at beginning ofyear 21 2,626 2,878 3,399

Effect offoreign exchange on cash and cash equivalents (27) (41) 95

Cash and cash equivalentsat end ofyear 21 2,747 | 2,626 2,878 
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Notes to the consolidated
financial statements

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1 Backgroundand operations

Jaguar Land Rover Automotive ple (“the Company”) andits subsidiaries are collectively referred to as “the Group” or

“ILR”. The Companyis a public limited company incorporated and domiciled in the United Kingdom. The addressofits

registered office is Abbey Road, Whitley, Coventry CV3 4LF England, United Kingdom.

The Companyis a subsidiary of Tata Motors Limited, India and acts as an intermediate holding companyfor the Jaguar

Land Rover business. The principal activity during the year was the design, development, manufacture and marketing of

high-performanceluxury saloons, specialist sports cars and four-wheel-drive off-road vehicles.

These consolidatedfinancial statements have been prepared in Pound Sterting (GBP) and rounded to the nearest million

GBP(E million) unless otherwise stated. Results for the year ended and as at 31 March 2017 have beendisclosed solely

for the information of the users.

2 Accounting policies

STATEMENT OF COMPLIANCE

These consolidated and parent companyfinancial statements have been prepared in accordancewith International

Financial Reporting Standards (IFRS) and IFRS Interpretation Committee (IFRS IC) interpretations as adopted by the

European Union (EU) and the requirements of the United Kingdom Companies Act 2006 applicable to companies

reporting underIFRS.

The Company has taken advantageof section 408 of the Companies Act 2006 and,therefore, the separate financial

statements of the Company do notinclude the income statementor the statement of comprehensive incomeof the

Company on a stand-alonebasis.

BASIS OF PREPARATION

The consolidated financial statements have been prepared on historical cost basis except for certain financial

instruments, which are measuredat fair value. Historical cost is generally based on the fair value of the consideration

given in exchangefor the assets. The principal accounting policies adopted are set out below. The balance sheet and

accompanying notes as at 31 March 2017 have beendisclosed solely for the information of the users.

GOING CONCERN

The financial staternents have been prepared on a going concern basis, which the directors consider to be appropriate for

the following reasons.

The directors have assessed thefinancial position of the Group as at 31 March 2019 (net assets of £5,979 million (2018:

£9,984 million, 2017: £6,581 million)) and the projected cash flows andfinancial performance of the Groupfor the period

to 31 March 2021. After consideration of a reasonably possible downside scenario (a reductionin forecast sales volumes

of 10 per cent) as well as a no-deal Brexit scenario, the Companyforecasts sufficient funds to meetitsliabilities as they

fall due throughout the assessment period even if no new funding is sought.

Therefore, the directors consider, after making appropriate enquiries and taking into consideration the risks and

uncertainties facing the Group, that the Group has adequate resources to continue in operation as a going concernfor the

foreseeable future and is able to meetits obligations linked to the borrowingsin place. Accordingly, the directors continue

to adopt the going concern basis in preparing these consolidated and parent companyfinancial statements.

BASIS OF CONSOLIDATION

Subsidiaries

The consolidated financial statements include Jaguar Land Rover Automotive ple and its subsidiaries. Subsidiaries

are entities controlled by the Company. Control exists when the Company has poweroverthe investee, is exposed or

has rights to variable return from its involvement with the investee and has the ability to use its powertoaffectits

returns. In assessing control, potential voting rights that currently are exercisable are taken into account, as well as

other contractual arrangements that may influence control. All subsidiaries of the Group given in note 42 to the parent

companyfinancial statements are included in the consolidated financial statements.

intercompany transactions and balancesincluding unrealised profits are eliminated in full on consolidation.
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2 Accountingpolicies (continued)

Joint ventures and associates (equity accounted investments)

Joint ventures are those entities over whoseactivities the Group has joint control, established by contractual agreement

and requiring unanimous consent for decisions about the relevant activities of the entity, being those activities that

significantly affect the Group's returns. Associates are those entities in which the Grouphassignificant influence but not

controlorjoint control. Significant influence is the powerto participate in the financial and operating policy decisions of the

investee and is presumed to exist when the Group holds between 20 and 50 per cent of the voting powerof the investee.

Joint ventures and associates are accountedfor using the equity method and are recognisedinitially at cost. The Groups

investmentincludes goodwill identified on acquisition, net of any accumulated impairment losses. The consolidated financial

statements include the Group's share of the income and expenses, other comprehensive income and equity movernents of

equity accounted investments,from the date thatjoint controlorsignificant influence commencesuntil the date thatjoint

controlorsignificant influence ceases. When the Group's share of losses exceedsits interest in an equity accounted investment,

the carrying amountof thatinterest (including any long-term investments) is reducedto nil and the recognition of further losses

is discontinued except to the extent that the Group has anobligation or has made payments on behalf of the investee.

Whenthe Group transacts with a joint venture or associate of the Group, profits and losses are eliminated to the extent

of the Group’s interestin its joint venture or associate.

Dividends received are recognised whentheright to receive paymentis established.

USE OF ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with IFRS requires the use ofjudgements, estimates and

assumptionsthat affect the reported amounts of assets andliabilities at the date of the financial statements and the

reported amounts of revenues and expenses during the reporting period. Those thatare significant to the Group are

discussed separately below.

Notes 17 and 18 provide further details of the exceptional impairment charge recognised in the year ended 31 March

2019,including disclosing additionalsensitivities performed.

JUDGEMENTS

in the process of applying the Group's accounting policies, management has made the following judgements, which

have the mostsignificant effect on the amounts recognised in the consolidated financial statements:

Revenue recognition: Vehicle revenue, as tlie primary source of incomefor the Group, is recognised when control of

the vehicle passes to the customer, which the Group has assessed is when the vehicle is either despatched or held on

behalf of the customer but depends on the underlying terms of the customer contract. Control of an asset refers to

having the ability to direct the use of the asset and obtain substantially all of the remaining economic benefit.

The transfer of control depends on the consideration of a numberof facts and circumstances surrounding the relevant

transaction, such as the transfer ofrisks and rewards of ownership, transfer oflegaltitle, transfer of physical possession,

customer acceptance and whetheror not an entity has a present right to payment. The Group determines the transfer

of control with reference to those factors, thus ultimately driving revenue recognition.

In someinstances, the Group recognises revenue ona bill-and-hold basis where controt of the vehicle has been

transferred to the customer but physical possessionis retained by the Group (for example, within a vehicle holding

compound)until a future point in time. Revenue is recognised on the meetingof bill-and-hold criteria, which are

considered to be met as the reason for thebill-and-hold is substantive (as the customer requests JLR to retain

possession, usually due to a lack of available space at their own premises), the vehicles are identifiable as separately

belonging to the customer(on the basis that each vehicle has a unique Vehicle identification Number), the vehicle

must be ready for physical transfer to the customer (whichit is, given thatit is fulty built and safety-checked off the

manufacturingline) and the Group does not havetheability to use the vehicle ordirectit elsewhere.

Assessment of cash-generating units: The Group has determined that there is one cash-generating unit. This is on the

basis that there are no smalter groups of assets that can beidentified with certainty that generate specific cash inflows

that are independentof the inflows generated by other assets or groups of assets. Refer to note 18.

Alternative performance measures (APMs): Management exercises judgement in determining the adjustments to

apply to IFRS measurementsin order to derive APMsthat provide additional useful information on the underlying trends.

Refer to note 3.
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Notesto the consolidated
financial statements

2 Accountingpolicies (continued)

Capitalisation of product engineering costs: The Group undertakessignificant levels of research and development

activity, and for each vehicle programmea periodic review is undertaken. The Group applies judgementin determining

at what point in a vehicte programme's tife cycle the recognition criteria under !AS 38 are satisfied and estimates the

proportion of central overhead allocated.If a later point had been used then this would have had the impact of reducing

the amounts capitalised as product engineering costs. If central overheads had not been allocated it would have

reduced the amountcapitalised by £146 million.

Deferred tax asset recognition: The extent to which deferred tax assets can be recognised is based on an assessment

of the probability that future taxable incomewill be available against which the deductible temporary differences and

tax loss carry-forwards can be utilised. In addition, significant judgementis required in assessing the impactof any legal

or economic limits or uncertainties in various tax jurisdictions.

ESTIMATES AND ASSUMPTIONS

The areas where assumptions and estimatesare significant to the financial statements are as described below. The

estimates and associated assumptions are based on historical experience and various other factors that are believed to be

reasonable under the circumstances,the results of which form the basis of making the judgements about carrying values

of assets andliabilities that are not readily apparent from other sources. Actual results may differ frorn these estimates.

Significant estimates are those that have a significantrisk of resulting in a material adjustment to the carrying amounts of

assets and liabilities within the next year. Other estimates are those that may affect carrying amountsin the longer term.

SIGNIFICANT ESTIMATES

Impairmentof intangible and tangible fixed assets: The Group tests annually whetherindefinite lived intangible fixed

assets have suffered any impairment. The recoverable amount of the cash-generating unit is based on the higher of

value in use and the fair value less cost of disposal. Value in use is calculated from cash flow projections generally over

five years using data from the Group's latest internal forecasts and extrapolated beyond five years using estimated

long-term growth rates. Key assumptions and sensitivities for impairment are disclosed in note 18. The Group has

considered it appropriate to include additional sensitivities for the year ended 31 March 2019 for further transparency.

Retirement benefit obligation: The present value of the post-employment benefit obligations depends on a numberof

factors that are determined on an actuarial basis using a number of assumptions. The assumptions used in determining

the net cost/(income) for pensions include the discountrate, inflation and mortality assumptions. Any changesin these

assumptionswill impact upon the carrying amount of post-employment benefit obligations. Key assumptions and

sensitivities for post-employmentbenefit obligations are disclosed in note 32.

OTHER ESTIMATES

Product warranties: The Group provides product warranties on all new vehicle sales. Provisions are generally

recognised whenvehicles are sold or when new warranty programmesare initiated. Based onhistorical warranty claim

experience, assumptions have to be made on the type and extent of future warranty claims and customer goodwill

(representing the Group's constructive obligation to its customers when managing those warranty claims), as well

as on possible recall campaigns. These assessments are based on experience of the frequency and extentof vehicle

faults and defects in the past. In addition, the estimates also include assumptions on the amountsof potential repair

costs per vehicle and the effects of possible time or mileagelimits. The provisions are regularly adjusted to reflect new

information. Refer to note 27.

The Groupalso has back-to-back contractual arrangements with its suppliers in the event that a vehicle fault is proven

to be a supplier's fault. Estimates are made of the expected reimbursement claims based uponhistoricallevels of

recoveries by supplier, adjusted for inflation and applied to the population of vehicles under warranty at the balance

sheet date. Supplier reimbursement claims are presented as separate assets in note 16.

Investmentin equity accounted investees: At each balance sheet date or when there are indicators of impairment,

the Group assesses whetherthere is any objective evidence that the carrying value of equity accounted investments

may be impaired. As a result of the slowdownin the Chinese automotive market, at 31 March 2019, the Group's

investmentin Chery Jaguar Land Rover Automotive CompanyLtd. was tested for impairment in accordance with IAS 36

by comparing the carrying value of the investmentto its recoverable amount. The recoverable amountis dependent on

a wide range of assumptions, including sales volumeforecasts, operating margin, capital expenditure and discount rate.
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These assumptions are primarily based on a combination of the investment’s historical performance, the Group's latest

internal forecasts and market data on the expectation for the Chinese automotive market. The estimated recoverable

amountof the investmentis higher than the carrying value.If the assumptions do not materialise, in wholeorin part,

these will impact the entity's expected future cash flows and may result in a future impairment. The Group used a

discount rate of 10.8 per cent in the value in use catculation. A discount rate of 11.5 per cent would result in a value in

use equal to the carrying amount of the investment.

The carrying values of equity accounted investmentsare disclosed in note 15.

Variable marketing expense: The Groupoffers sales incentives in the form of variable marketing expense to customers,

which vary depending on the timing and customerof any subsequentsale ofthe vehicle. This sales incentiveis

accountedfor as a revenue reduction andis constrained to a ievel that is highly probable not to reverse the amount of

revenue recognised whenany associated uncertainty is subsequently resolved. The Group estimates the expected sales

incentive by market and considers uncertainties including competitor pricing, ageing of dealer stock and local market

conditions. The constraint on variable consideration is estimated with reference to historical accuracy, the current

position of market conditions and a future-looking assessment considering relevant geopolitical factors.

Uncertain tax provisions: Tax provisions are recognised for uncertain tax positions wherea risk of an additional

tax liability has been identified and it is probable that the Group will be required to settle that tax. Measurementis

dependent on management's expectations of the outcomeof decisions by tax authorities in the various tax jurisdictions

in which the Groupoperates.This is assessed on a case-by-case basis using in-house experts, professional firms and

previous experience. Where no provisionis required the exposureis disclosed as a contingentliability in note 33 unless

the likelihood of an outflow of economic benefits is remote.

REVENUE RECOGNITION

Revenue comprises the consideration earned by the Groupin respect of the outputofits ordinaryactivities.It is

measured based on the consideration specified in the contract with the customer and excludes amounts collected on

behalf of third parties, and net of settlement discounts, bonuses, rebates and sales incentives. The Group considers

its primary customers from the sale of vehicles, parts and accessories(its primary revenue-generating streams) are

generally retailers, fleet and corporate customers, and other third-party distributors. The Group recognises revenue

whenit transfers control of a good or service to a customer, thus evidencing the satisfaction of the associated

performanceobligation under that contract.

As described in note 37, the Group operates with a single automotive reporting segment, principally generating revenue

from the sales of vehicles, parts and accessories.

The sale of vehicles also can include additional services provided to the customerat the point ofsale, for which

the individual vehicle and services are accounted for as separate performance obligations, as they are considered

separately identifiable. The contract transaction price is allocated among the identified performance obligations based

on their stand-alone selling prices. Where the stand-aloneselling price is not readily available and observable,it is

estimated using an appropriate alternative approach.
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Significant revenue

areas Nature,timing of satisfaction of performanceobligations andsignificant payment terms
 

Vehicles, parts

and accessories

(and other goods)

The Group recognises revenue on thesale ofvehicles, parts and accessories at the point of

“wholesale”, which is determined by the underlying terms and conditions ofthe contract with

the customeras to when control transfers to them.The overall principle of control under IFRS 15

considers which party hasthe ability to direct the use of an asset and to obtain substantially all of

the remaining economic benefits.

Determining the transfer ofcontrol with regards to the sale ofgoodsis driven by a consideration of

anumberoffactors, including:

+ The point at which therisks and rewards ofownership pass to the customer;

+ The point at which the customertakes physical possession of the good orproduct;

+ The point at which the customer accepts the good or product:

+ The point at which the Group has a presentright to paymentfor the sale ofthe good or product; and

» The point at whichlegaltitle to the good or producttransfers to the customer.

In the vast majority of cases, the sale of the relevant goodis recognised at the point of dispatch

(at release to the carrier responsible for transportation to the customer) or the point of delivery

to the customer, which coincides with the invoicing point. In someinstances, revenue may be

recognised on bill-and-hoid basis where vehicles, for example, are sold to the customer but

are retained in the Group's possessionat a vehicle holding compound on behalf of the customer

ahead of being physically transferred to them at a future time. Such arrangements meet the

criteria for bilt-and-hold arrangements underIFRS 15 to ensure that the customerhas obtained
the ultimate controlofthe product when revenueis recognised. The reason for the bill-and-

hold is substantive (as the customer requests JLR to retain possession,usually due to a lack of

available space at their own premises), the vehiclesare identifiable as separately belonging to

the customer(on thebasis that each vehicle has a unique VehicleIdentification Number), the

vehicle must be ready for physical transfer to the customer (which itis, given thatit is fully built

and safety-checked off the manufacturing line) and the Group does not have theability to use

the vehicle ordirect it elsewhere.

The Group operates with financing partners across the world that provide wholesale financing

arrangementsto the retail network for vehicle sales, which enables cash settlement to occur
immediately (usually within two working days) for purchases frorn the Group. Forthe sale of parts

and accessories, the Group typically receives paymentin line with the invoice payment terms

stipulated and agreed with its customers, which are usually 30 days.
 

Sales incentives In accordance with IFRS 15, the costs associated with providing sales support and incentives

(variable marketing expense) are considered to be variable components of consideration, thus

reducing the amountof revenue recognised by the Group. Under IFRS 15, the Group ensures that

variable considerationis recognised to the extent of the amount to whichit ultimately expects

to be entitled.

To meetthis principle, the Group constrainsits estimate ofvariable considerationto include

amountsonly to the extent thatit is highty probable that a significant reversalin the amount

of cumulative revenue recognisedwill not occur when the uncertainty associated with such
variability is subsequently resolved.

The Group considers that the variable consideration received for contracts with multiple

performanceobligationsis allocated to ail such obligations only whenapplicable.In the vast

majority of instances, the Group considers that variable componentsofconsideration are

allocated only to the relevant and applicable performance obligations. For example, with the sale

of avehicle, the cost ofthe incentive providedis allocated entirely to the vehicle asits purposeis to

incentivise the sale ofthe vehicle.
 

Scheduled maintenance

contracts

Scheduled maintenance contracts sold with a vehicle provide the end customerwith the
benefit of bringing their vehicte to a dealership for the routine maintenance required to maintain

compliance for warranty purposes. These are considered a separate performanceobligation of

the Group.

The Grouptypically receives paymentrelating to the scheduled maintenance contract at the same

time as the proceedsfrom the vehicle sale, at which point the amountis recognised as a contract

liability based on the stand-aloneselling price, which is measured using a cost-plus approach.

The Group recognises revenue for scheduled maintenance contracts based on the expected

performanceofthe services overthe period from the point of a vehicle being retailed to an end

customerandaligning to the expected coststo fulfil those services.
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Significant revenue

areas

Telematics

Nature, timing of satisfaction of performanceobligations and significant payment terms

Telematics features provide a service to the customertypically aligned to the warranty period of

the vehicle, allowing for the ability to connect the vehicle with, and interactvia, an end customer's
mobile phone. These are considered a separate performance obligation ofthe Group.

The Grouptypically receives paymentrelating to telematics features up-front at the same time as

the proceedsfrom thevehicle sale, at which point the amountis recognised as a contractliability

based on the stand-aloneselling price, which for optional features is measured at the applicable

purchaseprice and for standard-fit features is measured using a cost-plus basis.

The Group recognises revenue ona straight-line basis over the term of the service from the pointof

thé vehicle being retailed to an end customerin line with the expected costs to fulfil those services.
 

Warranty considerations

as aservice

Vehicles and parts sold bythe Groupinclude a standard warranty to guarantee the vehicle

complies with agreed-uponspecifications for a defined period of time.

Wherethe warranty offeringto the end customer exceedsthe standard market expectation for

simitar products, or is considered to provide a service to the end customerin excessofsimply providing

assurancethat the agreed-uponspecification is met, the Group consider the additional warranty to

constitute a service to the end customer and therefore a separate performanceobligation.

Revenueis only recognised in the period to which the warrantyservice relates, up to whichpointit

is recognised as a contractliability.
 

Repurchase

arrangements

Some contracts with customersinclude an option or obligation for the Group to repurchase the

productsold (ncluding repurchasing a productoriginally sold as part of an amended product).

Such instances are commonin the Group's arrangements with third-party fleet customers orin
contract manufacturing arrangements that the Groupis party to, for example.

The Group does not recognise revenue on theoriginal sale, as in such casesit is considered to retain

ultimate control of that product. The related inventory therefore continues to be recognised on the

Group’s consolidated balance sheet and the consideration received from the customeris treated

as a liability. Nuancesin the accounting treatment occur depending on whether the contractual

repurchasepriceis less than, more than or equalto the original sale price, and this ultimately

results in the arrangementbeing treated as a lease or a financing arrangement.

If considered to be a lease arrangement, where the repurchaseprice is lower than the original

sale price, the difference between the proceeds received and the repurchase amountis

recognised as income over the contractual term on a straight-line basis. Revenue recognised

under such arrangementsis outside of the scope of IFRS 15 andinstead is recognisedin line

with IAS 17 Leases.

Revenueis recognised only whenthe relevant good or productis sotd by the Groupwith no

repurchaseobligation or option attached.
 

Returns obligations,

refunds and

similar obligations

Vehicle sales do nottypically include allowancesfor returns or refunds, although in some

markets thereis legislative requirementforJaguar Land Roveras an automotive manufacturerto

repurchaseor reacquire a vehicle if quality issues arise that have been remedied a numberoftimes

and where the ownerno longer wishes to own the vehicle as a result.

With regards to the sale ofothergoods, whererights of return may beprevalent,the Group estimates

the level of returns based on thehistorical data for specific products, adjusted as necessary to

estimate returns for new products.In line with the requirements of IFRS 15, a sale is not recognised

for expected returns, and instead the Group recognisesa refundliability and asset where required.
 

Non-cash consideration Insomeinstances, the Group engagesin transactions that involve non-cash consideration, where

acustomerprovides considerationin aform other than cash. This is most often demonstrated in

marketing and sponsorship arrangementsthatthe Groupentersinto, with an exchange of goods

and/or services with its customers.

Such non-cash consideration is measured atits fair value, whichis determined by assessing the

selling price value ofthe goodsorservices received as consideration.If this cannot be reasonably

estimated, then the Group measures such considerationindirectly with reference to the stand-

aloneselling price ofthe goodsor services promised to the customer.
  COST RECOGNITION

Costs and expensesare recognised when incurred and are classified according to their nature.

Expenditures are capitalised, where appropriate, in accordance with the policy for internally generated intangible assets

and represent employee costs, stores and other manufacturing supplies, and other expenses incurred for product

development undertaken by the Group. :
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Material and other cost of sales as reported in the consolidated income statementis presented net of the impact of

realised foreign exchangerelating to derivatives hedging cost exposures.

GOVERNMENT GRANTS AND INCENTIVES

Government grants are recognised whenthereis reasonable assurance that the Group will comply with the relevant

conditions and the grantwill be received.

Government grants are recognised in the consolidated income statement, either on a systematic basis when the Group

recognises, as expenses, the related costs that the grants are intended to compensateor, immediately, if the costs have

already beenincurred.

Governmentgrants related to assets are deducted from the cost of the asset and amortised over the usefullife

of the asset. Governmentgrants related to income are presented as an offset against the related expenditure,

and governmentgrants that are awarded as incentives with no ongoing performance obligations to the Group are

recognised as other incomein the period in which the grantis received.

Sales tax incentives received from governmentsare recognised in the consolidated income statementat the reduced

tax rate, and revenueis reported net of these sales tax incentives.

FOREIGN CURRENCY

The Company hasa functional currency of GBP The presentation currency of the consolidated financial staternents is GBP.

Except where noted below, the directors of the Company have determined that the functional currency of the UK and non-

UK selling operations is GBP being the primary economic environmentthatinfluences these operations. This is on the basis

that the directors assess control as being in the UK and that GBPis the currency that primarily determines salesprices and

is the main currency for the retention of operating income. The functional currency of Chery Jaguar Land Rover Automotive

CompanyLtd., the Group's principal joint venture, is Chinese Yuan (CNY). The functional currency of Jaguar Land Rover Slovakia

s.c0, Jaguar Land Rover Classic Deutschland GmbH and Jaguar Land RoverIreland (Services) Limitedis Euro, the functional

currency of Jaguar Land RoverIndia is INR, the functional currency of Jaguar Land Rover Classic USA LLC is USD and the

functional currency of Jaguar Land Rover Hungary KFT is HUF.

Transactions in foreign currencies are recorded at the exchange rate prevailing on the date of transaction. Foreign

currency denominated monetary assets and liabilities are remeasured into the functional currency at the exchange rate

prevailing on the balance sheet date. Exchange differences are recagnised in the consolidated income statement as

“Foreign exchange(loss)/gain and fair value adjustments’.

For the purposes of presenting consolidated financial statements, the assets andliabilities of the Group’s foreign

operations (non-GBPfunctional currency) are translated at exchangerates prevailing on the balance sheet date.

Income and expense items are translated at the average exchange rates for the period. Exchangedifferencesarising,if

any, are recognised in other comprehensive income and accumulated in equity.

INCOME TAXES

Income tax expense comprises current and deferred taxes. income tax expenseis recognised in the consolidated

income statement, except whenrelated to items that are recognised outside of profit or loss (whetherin other

comprehensive incomeordirectly in equity) or where related to the initial accounting for a business combination. In the

case of a business combination, the tax effectis included in the accounting for the business combination.

Current income taxes are determined based on respective taxable income of each taxable entity and tax rules

applicable for respective tax jurisdictions.

Deferred tax assets andliabilities are recognised for the future tax consequences of temporary differences between

the carrying values of assets andliabilities and their respective tax bases, and unutilised business loss and depreciation

carry-forwards and tax credits. Such deferred tax assets andliabilities are computed separately for each taxable entity

and for each taxable jurisdiction. Deferred tax assets are recognised to the extent thatit is probable that future taxable

incomewill be available against which the deductible temporary differences, unused tax losses, depreciation carry-

forwards and unused tax credits could be utilised.

Deferred tax assets andliabilities are measured based on the tax rates that are expected to apply in the year when

the assetis realised ortheliability is settled and on the tax rates and tax laws that have been enacted or substantively

enacted by the balance sheet date.
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Deferred tax assets andliabilities are offset when thereis a legally enforceable right to set off current tax assets against

current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends

to settle its current tax assets andliabilities on a net basis.

EXCEPTIONAL ITEMS

Exceptional items are disclosed separately in the consolidated income statement and excluded from adjusted EBIT and

adjusted EBITDA measures to enhance the reader’s understanding of the performance of the Group by excluding items

that would otherwise distort reporting of the Group's performance duetotheirsize or nature.

The following are inctuded in the Group's assessment of exceptional items:

+ Animpairment charge of £3,105 million for the year ended 31 March 2019 following an impairment exercise

undertaken in accordance with IAS 36;

» Restructuring costs of £149 million relating to a Group-wide voluntary redundancy programme announced and

carried out during the year ended 31 March 2019;

+» Past service costs and past service credits arising from amendments to the Group's defined benefit pension plans; and

+ The impact of the explosion at the port of Tianjin (China) in August 2015,including reassessments of the provision

against the carrying value of inventory and recoveries of taxes, duties and insurance proceeds in subsequentyears.

Further details of exceptional items are given in note 4.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipmentis stated at cost of acquisition or construction less accumulated depreciation and

accumulated impairment,if any. Land is not depreciated.

Costincludes purchaseprice, non-recoverable taxes and duties, labour cost and direct overheadsfor self-constructed

assets and otherdirect costs incurred up to the date the asset is ready for its intended use.

Interest cost incurred for constructed assets is capitalised up to the date the asset is ready for its intended use, based

on borrowings incurred specifically for financing the asset or the weighted averagerateofall other borrowings,if no

specific borrowings have been incurred for the asset.

Depreciation is charged on a straight-line basis over the estimated usefullives of the assets. Estimated usefullives of

the assetsare asfollows:

 

Estimated usefullife

 

Classof property, plant and equipment years

Buildings 20 to 40

Plant, equipment and leased assets 3 to 30

Vehicles 3to 10

Computers 3to6

Fixtures and fittings 3 to 20
 

The depreciation for property, plant and equipmentwith finite usefullives is reviewed at least at each year end.

Changesin expected usefullives are treated as changes in accounting estimates.

Assets held underfinance leases are depreciated over their expected usefullives on the same basis as owned assetsor,

where shorter, the term of the relevant lease. Freehold land is measured at cost and is not depreciated. Residual values

are reassessed on an annualbasis.

Depreciation is not recorded on assets under construction until construction and installation are complete and the

assetis ready forits intended use. Assets under construction include capital advances. Depreciation is not recorded on

heritage assets as the Group considers their residual value to approximate their cost.

INTANGIBLE ASSETS

Acquired intangible assets

Intangible assets purchased,including those acquired in business combinations, are measured at acquisition cost, whichis

the fair value on the date of acquisition, where applicable, less accumulated amortisation and accumulated impairment,if

any. intangible assets with indefinite lives are reviewed annually to determine whetheran indefinite life assessment continues

to be supportable.If not, the change in the usefullife assessrnentfrom indefinite to finite is made on a prospective basis.



 

FINANCIAL STATEMENTS 119

Notes to the consolidated
financialstatements

2 Accountingpolicies(continued)

For intangible assets with finite lives, amortisation is charged on a straight-line basis over the estimated usefullives of

the acquired intangible assets as per the estimated amortisation periods below:

 

Estimated amortisation period

 Classof intangible asset years

Software 2to8

Patents and technological know-how 2to12

Customer-related — dealer network 20

Intetlectual property rights and otherintangibles 3 to indefinite 

The amortisation for intangible assets with finite usefullives is reviewed at least at each year end. Changes in expected

usefullives are treated as changes in accounting estimates.

Capital work-in-progress includes capital advances. Customer-related intangibles acquired in a business combination

consist of dealer networks. Intellectual property rights and other intangibles mainly consist of brand names, which are

considered to have indefinite lives due to the longevity of the brands.

Internally generated intangible assets

Research costs are charged to the consolidated income statementin the year in which theyare incurred.

Product engineering costs incurred on new vehicle platforms, engines, transmission and new productsare recognised

as intangible assets ~ whenfeasibility has been established, the Group has committed technical, financial and other

resources to complete the developmentandit is probable that the asset will generate future economic benefits.

The costs capitalised include the cost of materials, direct labour and directly attributable overhead expenditure incurred

up to the date the assetis available for use.

Interest cost incurred is capitalised up to the date the assetis readyforits intended use, based on borrowings incurred

specifically for financing the asset or the weighted averagerate of all other borrowings,if no specific borrowings have

beenincurred for the asset.

Product engineering cost is amortised over thelife of the related product, being a period of between two and ten years.

Capitalised development expenditure is measured at cost less accumulated amortisation and accumulated impairment

loss,if any.

Amortisation is not recorded on product engineering in progress until development is complete.

IMPAIRMENT

Property, plant and equipment andintangible assets

At each balance sheet date, the Group assesses whetherthereis any indication that any property, plant and equipment

and intangible assets may be impaired.If any such impairment indicator exists, the recoverable amountof an assetis

estimated to determine the extent of impairment,if any. Whereit is not possible to estimate the recoverable amount of

an individual asset, the Group estimates the recoverable amountof the cash-generating unit to which the asset belongs.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment

annually, or earlier if there is an indication that the asset may be impaired.

The estimated recoverable amountis the higherof value in use andfair value less costs of disposal. In assessing value

in 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 time value of money and therisks specific to the asset (or cash-generating unit) for

which the estimates of future cash flows have not been adjusted.

if the recoverable amount of an asset (or cash-generating unit) is estimated to be less thanits carrying amount, the

carrying amountof the asset (or cash-generating unit) is reduced to its recoverable amount. An impairmentlossis

recognised immediately in the consolidated income statement.

An annual review of the carrying value of heritage assets is performed as the assets are held at cost and not

depreciated and any write-downin the carrying value is recognised immediately in the consolidated income statement.
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Equity accounted investments: Joint ventures andassociates

The requirements of IAS 36 ImpairmentofAssets are applied to determine whetherit is necessary to recognise any

impairmentloss with respect to the Group's investmentin a joint venture or an associate. When necessary, the entire

carrying amount of the investment (including goodwill) is tested for impairment in accordance with IAS 36 as a single

asset by comparing its recoverable ammount (the higherof value in use andfair value less costs of disposal) with its

carrying amount. Any impairment loss recognised formspart of the carrying amount of the investment. Any reversal

of that impairmentloss is recognised in accordance with IAS 36 to the extent that the recoverable amountof the

investment subsequently increases.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash on hand, demand deposits and highly liquid investments with an original

maturity of up to three monthsthat are readily convertible into known amounts of cash and that are subject to an

insignificant risk of changesin value.

INVENTORIES

Inventories are valued at the lowerof cost and net realisable value. Costs of raw materials and consumables are

ascertained on first-in, first-out basis. Costs, including fixed and variable production overheads, are allocated to work-

in-progress andfinished goods, determined on a full absorption cost basis. Net realisable value is the estimated selling

price in the ordinary course of business less estimated cost of completion and selling expenses.

Inventories include vehicles sold subject to repurchase arrangements. These vehicles are carried at cost to the Group

and are amortised in changesin stocks and work-in-progressto their residualvalues (i.e. estimated second-handsale

value) over the term of the arrangement.

PROVISIONS

A provision is recognisedif, as a result of a past event, the Group hasa presentlegal or constructive obligation that can

be estimated reliably andit is probable that an outflow of economic benefits will be required to settle the obligation.

Provisions are held for product warranty, legal and productliabilities, residualrisks, restructuring and environmentalrisks

as detailed in note 27 to the consolidatedfinancial statements.

Supplier reimbursements are recognised as separate assets within “Other financial assets”. See note 16.

LONG-TERM INCENTIVE PLAN (“LTIP”)

The Group operated a share-based paymentLTIP arrangement for certain employees. The schemeprovides a cash

payment to the employee based on a specific number of phantom sharesat grant date and the share price of Tata

Motors Limited at the vesting date, subject to profitability and employment conditions. These are accountedfor as

cash-settled arrangements, wherebya liability is recognised at fair value at the date of grant, using the Black-Scholes

model. At each balance sheet date, until the liability is settled, the fair value of thetiability is remeasured, with any

corresponding changesin fair value recognised in the consolidated income statement.

LEASES

At the inception of a lease, the lease arrangementis classified as either a finance lease or an operating lease, based on

the contractual terms and substanceof the lease arrangement.

Assets takenonfinance lease

A finance lease is recognised as an asset and liability at the commencementofthe lease, at the lower of thefair

value of the asset and the present value of the minimum tease payments.Initial direct costs,if any, are also capitalised

and, subsequenttoinitial recognition, the asset is accountedfor in accordance with the accounting policy applicable

to that asset. Minimum lease payments made underfinance leases are apportioned between the finance expense and

the reduction of the outstanding liability. The finance expenseis allocated to each year during the lease term so as to

produce a constant periodic rate of interest on the remaining balance oftheliability.

Assets taken on operating lease

Leases other than finance leases are operating leases, and the leased assets are not recognised on the Group's

consolidated balance sheet. Payments made under operating leases are recognised in the consolidated income

statement on straight-line basis over the term of the lease in “Other expenses”.

The impact on the Group's accounting policies for leases under IFRS 16 for the year ended 31 March 2020is given on

page 129.



 

FINANCIAL STATEMENTS 121

Notes to the consolidated
financial statements

2 Accountingpolicies(continued)

EMPLOYEE BENEFITS

Pension schemes

The Group operates several defined benefit pension schemes; the UK defined benefit schemes were previously

contracted out of the second state pension schemeuntil 5 April 2016. The assets of the plans are generally held in

separate trustee-administered funds. The plans provide for a monthly pension after retirement based on salary and

service as set out in the rules of each scheme.

Contributions to the plans by the Group take into consideration the results of actuarial valuations. The plans with

a surplus position at the balance sheet date have been limited to the maximum economic benefit available from

unconditionalrights to refund from the schemeor reduction in future contributions. Where the subsidiary groupis

considered to have a contractual obligation to fund the pension plan above the accounting valueof theliabilities, an

onerousobligation is recognised.

The UK defined benefit schemes were closed to new joiners in April 2010.

For defined benefit schemes, the cost ofproviding benefits is determined using the projected unit credit method, with

actuarial revaluations being carried out at the end of each reporting period.

Defined benefit costs are split into three categories:

» Current service cost, past service cost and gains and losses on curtailments and settlements;

» Net interest cost; and

- Remeasurement.

Remeasurement comprising actuarial gains and losses, the effect of the asset ceiling and the return on scheme

assets (excluding interest) is recognised immediately in the consolidated balance sheet with a charge or credit to the

consolidated statement of comprehensive incomein the period in which they occur. Remeasurement recorded in the

statement of comprehensive incomeis not recycted.

Past service cost, including curtailment gains and losses,is generally recognised in profit or loss in the period of scheme

amendment. Net interest is calculated by applying the discount rate at the beginning of the period to the net defined

benefit tiability.

The Grouppresents these defined benefit costs within “Employee costs’in the consolidated income statement (See note 7).

Separate defined contribution schemesare available to all other employees of the Group. Costs in respect of these

schemes are charged to the consolidated income statementas incurred.

Post-retirement Medicare scheme

Underthis unfunded scheme, employees of somesubsidiaries receive medical benefits subject to certain limits of amount,

periods after retirement and types of benefits, depending on their grade and location at the time of retirement. Employees

separated from the Groupaspart of an early separation scheme, on medical grounds or due to permanentdisablement,

are also covered under the scheme. The applicable subsidiaries (and therefore, the Group) accountfor the liabitity for the

post-retirement medical scheme based on an annualactuarial valuation.

Actuarial gains and losses

Actuarial gains and losses relating to retirement benefit plans are recognised in the consolidated statement of

comprehensive incomein the yearin which they arise. Actuarial gains and losses relating to long-term employee

benefits are recognised in the consolidated income statementin the year in which theyarise.

Measurement date

The measurement date ofall retirement plans is 31 March.

FINANCIAL INSTRUMENTS

Recognition and derecognition

A financial instrumentis any contract that gives rise to a financial asset of one entity and a financialliability or equity

instrumentof another entity. Financial instruments are recognised on the balance sheet when the Group becomes a

party to the contractualprovisions of the instrument.

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire orit

transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Group

neither transfers nor retains substantiallyall the risks and rewards of ownership and continues to control the transferred asset,
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the Group recognisesits retained interest in the asset and an associatedliability for amounts it may have to pay. lf the Group

retains substantially all the risks and rewards of ownership ofa transferred financial asset, the Group continues to recognise

the financial asset and also recognisesa collateralised borrowing for the proceeds received. Any gain orloss arising on

derecognition is recognised in profit or loss. Whena financial instrument is derecognised, the cumulative gain orloss in equity

(if any) is transferred to the consolidated income statementunlessit was an equity instrumentelectively held at fair value

through other comprehensive income.In this case, any cumulative gain orloss in equity is transferred to retained earnings.

Financial assets are written off when there is no reasonable expectation of recovery. The Group reviews the facts and

circumstances around each asset before making a determination. Financial assets that are written off could still be

subject to enforcementactivities.

Financialliabilities are derecognised when they are extinguished, that is when the obligation is discharged, cancelled or

has expired.

Initial measurement

Initially, a financial instrument is recognisedat its fair value. Transaction costs directly attributable to the acquisition or

issue of financial instruments are recognised in determining the carrying amount,ifit is not classified as at fair value

through profit or loss. Transaction costs of financial instrumentscarried at fair value throughprofit or loss are expensed

in profit or toss.

Subsequently, financial instruments are measured according to the category in which they are classified.

Classification and measurement- financial assets

Classification of financial assets is based on the business modelin which the instruments are held as well as the

characteristics of their contractual cash flows. The business model is based on management's intentions and past

pattern of transactions. Financial assets with embedded derivatives are considered in their entirety when determining

whethertheir cash flows are solely payrnent ofprincipal and interest. The Groupreclassifies financial assets when and

only whenits business model for managing those assets changes.

Financial assets are classified into three categories:

Financial assets at amortised cost are non-derivative financial assets with contractual cash flows that consist solely

of paymentsof principal and interest and which are held with the intention of collecting those contractual cash flows.

Subsequently, these are measured at amortised costusing the effective interest methodless impairmentlosses,if any.

These inctude cash and cash equivalents, contract assets, finance receivables and other financial assets.

Financial assets at fair value through other comprehensive income are non-derivative financial assets with contractual

cash flows that consist solely of payments of principal and interest and which are held with the intention of collecting

those contractual cash flows as well as to sell the financial asset. Subsequently, these are measuredatfair value, with

unrealised gains or losses being recognised in other comprehensive incomeapart from any expected credit losses or

foreign exchange gains orlosses, which are recognisedin profit or loss. This category canalso include financial assets

that are equity instruments which have beenirrevocably designatedat initial recognition asfair value through other

comprehensive income. For these assets,there is no expected credit loss recognised in profit or loss.

Financial assets at fair value through profit or loss are financial assets with contractual cash flows that do not consist

solely of paymentsof principal and interest. This category includes derivatives, embedded derivatives separated

from the host contract and investments in certain convertible loan notes. Subsequently, these are measured atfair

value, with unrealised gains or losses being recognisedin profit or loss, with the exception of derivative instruments

designated in a hedging relationship, for which hedge accountingis applied.

Classification and measurement — financialliabilities

Financialliabilities are classified as subsequently measured at amortised cost unless they meet the specific criteria to

be recognised at fair value through profit or loss.

Otherfinancialliabilities are measured at amortised cost using the effective interest method.

Financialliabilities at fair value through profit or loss include derivatives and embedded derivatives separated from the

host contract as well as financialliabilities held for trading. Subsequenttoinitial recognition, these are measured at fair

value with gainsor losses being recognisedin profit or loss.

Embedded derivatives relating to prepayment options on senior notes are not considered as closely related and are

separately accounted unless the exercise price of these options is approximately equal on each exercise date to either

the amortised cost of the senior notes or the present valueof the lost interest for the remaining term of the senior notes.
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Impairment

The Group recognisesa loss allowancein profit or loss for expected credit losses on financial assets held at amortised

costorat fair value through other comprehensive income. Expected credit losses are forward looking and are measured in

a waythatis unbiased and represents a probability-weighted ammount, takes into account thetime value of money(values

are discounted back using the applicable effective interest rate) and uses reasonable and supportable information.

Lifetime expected credit losses are calculated for assets that were deemedcredit impaired atinitial recognition or have

subsequently becomecredit impaired as well as those wherecredit risk has increased significantly since initial recognition.

The Group adopts the simplified approach permitted in IFRS 9 to apply lifetime expected credit losses to trade

receivables and contractassets, thereby eliminating the need to assess changesin credit risk for those assets. Where

credit risk is deemed low at the reporting date or to have notincreasedsignificantly, credit losses for the next 12

monthsare calculated.

Objective evidencefor a significant increasein credit risk may include where paymentis overdue by 90 or more days as

well as other information about significant financial difficulties of the borrower.

Credit risk has increased significantly when the probability of default has increased significantly. Such increases are

relative and assessment mayinclude external ratings (where available) or other information such as past due payments.

Historic data and forward-looking information are both considered.

Equity instruments

An equity instrumentis any contract that evidencesresidual interests in the assets of the Group after deductingall of

its liabilities. Equity instruments issued by the Group are recorded at the proceedsreceived, net of direct issue costs.

Investmentsin equity instruments are measured atfair value; however, where a quoted marketprice in an active market

is not available, equity instruments are measured at cost (investments in equity instruments that are not held for

trading). The Group has not elected to accountfor these investmentsat fair value through other comprehensive income.

Determination offair value

Fair value is the price that would bereceived to sell an asset or paid to transfera liability in an orderly transaction

between market participants at the measurement date, regardless of whetherthat priceis directly observable or

estimated using another valuation technique.In estimating the fair value of an asset orliability, the Group takes into

account the characteristics of the asset orliability if market participants would take those characteristics into account

whenpricing the assetorliability at the measurement date. Subsequent to Initial recognition, the Group determines the

fair value offinancial instruments that are quoted in active markets using the quoted bid prices (financial assets held) or

quoted askprices(financialliabilities held) and using valuation techniques for other instruments. Valuation techniques

include the discounted cash flow method and other valuation models.

Hedge accounting

The Groupusesforeign currency forward contracts, foreign currency options and borrowings denominatedin foreign

currency to hedgeits risks associated with foreign currencyfluctuations relating to highly probable forecast transactions.

The Group designates these foreign currency forward contracts, foreign currency options and borrowings denominatedin

foreign currencyin a cash flow hedging relationship by applying hedge accountingprinciples underIFRS 9.

The Group uses cross-currency interest rate swaps to convert someofits issued debt from foreign denominated

fixed-rate debt to GBPfloating-rate debt. Hedge accounting is applied using both fair value and cash flow hedging

relationships. The designated risks are foreign currency and interestraterisks.

Derivative contracts are stated at fair value on the consolidated balance sheet at each reporting date.

At inception of the hedge relationship, the Group documents the economic relationship between the hedging

instrument and the hedged item,including whether changesin the cash flows of the hedging instrument are expected

to offset changesin the cash flowsof the hedged item. The Group documentsits risk management objective and

strategy for undertaking its hedging transactions.

The Group designatesonly the intrinsic value of foreign exchange options in the hedging relationship. The Group

designates amounts excluding foreign currency basis spread in the hedgingrelationship for both foreign exchange

forward contracts and cross-currencyinterest rate swaps.

Changesin thefair value of the derivative contracts that are designated and effective as hedgesof future cash flows

are recognised in the cash flow hedge reserve within other comprehensive income (net of tax), and any ineffective

portion is recognised immediately in the consolidated income statement.
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Accountingpolicies applied until 31 March 2018

The Group has applied IFRS 9 from 1 April 2018. The Group has noted that there is not a material impact on the

financial statementsfor the classification and measurementoffinancial instruments. As a result, the comparative

information provided in the 2018 and 2017 Annual Reports continues to be accounted for in accordance with the

Group’s previous accounting policy for classification and measurementof financial instruments.

NEW ACCOUNTING POLICY PRONOUNCEMENTS

Groupand applied for thefirst time in the fiscal year ending 31 March 2019

Changes in both the time value of foreign exchange options and foreign currency basis spread of foreign exchange

forwards and cross-currencyinterest rate swaps are recognised in other comprehensive income (net of tax) in the cost

of hedging reserve to the extent that they relate to the hedgeditem (the “aligned” value).

Changesin the fair value of contracts that are designatedin a fair value hedge are taken to the consolidated income statement.

They offset the changeinfair vatue, attributable to the hedged risks, of the borrowings designated as the hedged iter.

Hedge accountingis discontinued when the hedging instrument expires oris sold, terminated, exercised or no longer

qualifies for hedge accounting. Amounts accumulated in equity are reclassified to the consolidated income statement

in the periods in which the forecast transactions affect profit or loss or as an adjustment to a non-financial item (e.g.

inventory) when that item is recognised on the balance sheet. These deferred amounts are ultimately recognised in

profit or loss as the hedged item affects profit or loss (for example through cost of goodssold).

If the forecast transaction is no longer expected to occur, the net cumulative gain orloss in equity, including deferred

costs of hedging,is immediately transferred and recognised in the consolidated income statement.

(a) Standards, revisions and amendments to standardsandinterpretations significant to the Jaguar Land Rover

IFRS 9 Financial instruments addresses the classification, measurement and recognition of financial assets and

financial liabilities and introduces a new impairment modelfor financial assets and new rules for hedge accounting.

The Group has undertaken an assessmentofclassification and measurement on transition and has notidentified a

material impact on the financial statements given that equity investments that are not equity accounted are valued at

fair value through profit or loss. The impact on the categorisation of financial assets and liabilities within scope of IFRS 9

 

 

         

1AS 39 carrying IFRS 9 carrying
amount (31 March amount (31 March

IAS 39 Category IFRS 9 Category 2018) £ million 2018) € million

Financial assets

Fair value throughprofit

Fair value through profit {and loss — mandatorily

Otherinvestments and toss measured 28 28

Trade receivables Loans and receivables Amortised cost 1,612 1,612

Cash and cash equivaients Loans and receivables Amortised cost 2,626 2,626

Short-term deposits and

other investments Held to maturity Amortised cost 36 36

Short-term deposits and

other investments Loans and receivables Amortised cost 1,995 1,995

Restricted cash Loans and receivables Amortised cost 18 18

Fair value throughprofit

Derivative financial Fair value through profit Jand loss — mandatorily

instruments and loss measured 550 550

Accrued income Loans and receivables Amortised cost 35 35

Other Loans and receivables Amortised cost 91 91

Financialliabilities

Accounts payable Otherfinancialliabilities |Amortised cost 7,614 7,614

Borrowings Other financialliabilities {Amortised cost 3,712 3,712

interest accrued Otherfinancialliabilities |Amortised cost 32 32

Fair value throughprofit

Derivative financial Fair value throughprofit and loss — mandatorily

instruments and loss measured 925 925

Other Otherfinancialliabilities Amortised cost 15 15
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The Group has undertaken an assessmentof the impairment provisions, especially with regard to trade receivables,

and has applied the simplified approach under the standard. Forall principal markets, the Group operates with major

financial institutions that take on the principal risks of sales to customers, and consequently the Groupreceives full

paymentfor these receivables in 0-30 days. Therefore the Group has concluded that there is no material impact under

the standard for remeasurement of impairment provisions, and no transition adjustments have been made.

The Group has undertaken an assessmentofits hedge relationships and has concluded that the Group's current hedge

relationships qualified as continuing hedges upon the adoption of IFRS 9. The Group hasidentified a change with

respect to the treatmentof the cost of hedging,specifically the time value of the foreign exchange options and foreign

currency basis spread includedin the foreign exchange forwards and cross-currency interest rate swaps. The time

value of foreign exchange options and the foreign currency basis spread includedin the foreign exchange forwards and

cross-currencyinterest rate swaps is now recorded in a separate componentof the statement of other comprehensive

income. Amounts accumulated in equity for hedges of non-financialitems will now be recognised as an adjustment

to that non-financial item (i.e. inventory) when recorded on the consolidated balance sheet, and this adjustment has

been made on a prospective basis from 1 April 2018. As such, the Group had a £27 million reduction in net assets on

transition to IFRS 9.

As required underthe transition rules of IFRS 9, comparative periods have been restated only for the retrospective

application of the cost of hedging approachfor the time value of the foreign exchange options and also the Group's

voluntary application of foreign currency basis spread includedin the foreign exchange forwards and cross-currency

interest rate swapsas a cost of hedging. Accordingly, the information presented for prior periods is not wholly

comparable to the information presented for the current year.

Further, under the published change issued by the IASB in February 2018 regarding the modification of financial

liabilities, an additional charge of £5 million has been recognised for the financial year ended 31 March 2018,

representing the loss recognised on the modification of the Group’s undrawnrevolving credit facility.

impact of retrospective application

The following tabtes show the impact on the consolidated income statement and consolidated statementof

comprehensive income/(expense) for the years ended 31 March 2018 and 31 March 2017 and on the consolidated

balance sheet as at 31 March 2018. There were no changesto the consolidated balance sheet as at 31 March 2017.

CONSOLIDATED INCOME STATEMENT

 

 

 

 

2018 as 2017 as
previously 2018 previously 2017
reported Restatement restated reported Restatement restated

Yearended 31 March £m —£m —&m —£m £m £m

Foreign exchange gain/

(loss) and fair value

adjustments 48 (19) 29 (216) (37) (253)

Finance expense (net) (80) (5) (85) (68) - (68)

Otherincome statement

captions 1,568 - 1,568 1,894 - 1,894

Profit before tax 1,536 (24) 1,512 1,610 (37) 1,573

Income tax expense (403) 5 (398) (338) 7 (331)
 

Profit for the year 1,133 (19) 1,114 1,272 (30) 1,242
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME/(EXPENSE)

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2018 as 2017 as
previously 2018 previously 2017
reported Restatement restated reported Restatement restated

Year ended 31 March £m £m =m —m —m £m

Profit for the year 1,133 (19) 1,114 1,272 (30) 1,242

Totaliterns that wilt not be

reclassified subsequently

to profit or loss 457 - 457 (752) - (752)

Items that may be

reclassified subsequently

to profit or loss:

Gain/(loss) on cash flow

hedges(net) 2,423 19 2,442 (1,766) 37 (1,729)

Currency transtation

differences (4 - (4) 34 - 34

Incometax related

toitemns that may be

reclassified (458) (4) (462) 329 (7) 322

1,961 15 1,976 (1,403) 30 (1,373)

Other comprehensive

income/(expense) net

of tax 2,418 . 15 2,433 (2,155) 30 (2,125)

Total comprehensive

income/(expense)

attributable to

shareholders 3,551 (4) 3,547 (883) - (883)

CONSOLIDATED BALANCE SHEET

2018 as
previously 2018
reported Restatement restated

Year ended 31 March —£m £m —m

Assets

Other non-current assets 87 (5) 82

Other asset captions 26,693 - 26,693

Total assets 26,780 (5) 26,775

Liabilities

Deferred tax liabilities 584 (1) 583

Otherliability captions 16,208 - 16,208

Totalliabilities 16,792 (1) 16,791

Equity attributable to shareholders

Other reserves 8,312 (4) 8,308

Other equity captions 1,676 - 1,676

Total equity 9,988 (4) 9,984

Totalliabilities and equity 26,780 (5) 26,775
 

Impact on Companyfinancial statements

The £5 million loss recognised on the modification of the Group's undrawnrevolving credit facility during the year ended

31 March 2018is also applicable to the Companyfinancial statements. A corresponding adjustment has been recorded

to the deferred finance income recognised on intercompany loans to a subsidiary company.

The impact on the Company balance sheetof this restaternent is shown betow. The transition to IFRS 9 has no impact

on profit after tax or the net assets of the Company in any comparative year.
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COMPANY BALANCE SHEET

 

 

 

 

 

 

 

2018 as
previously 2018
reported Restatement restated

Yearended 31 March £m —£m £m

Assets

Other non-current assets 6 (5) 1

Otherasset captions 5,972 - 5,972

Total assets 5,978 (5) 5,973

Liabilities

Deferred finance income 29 (5) 24

Otherliability captions 3,610 - 3,610

Totalliabilities 3,639 (5) 3,634

Total equity 2,339 - 2,339

Totalliabilities and equity 5,978 (5) 5,973
 

IFRS 15 Revenue from Contracts with Customers was adopted by the Jaguar Land Rover Group with a date of

initial application of 1 April 2018. The new standard replaces the requirements under JAS 18 Revenue and IAS 11

Construction Contracts, as well as the related interpretations. The primary purpose of the new standardis to specify

a set of consistently applicable underlying revenue recognition principles acrossall sectors, industries and types of

arrangements.As a result, the Group has amendedits accounting policy for revenue recognition as described on the

following pages and in note 5.

In accordancewith the transitional provisions of the standard, the Group has applied IFRS 15 on the modified retrospective

basis. This allows the Group to recognise the cumulative effect of applying the new standard at the date of application

with no restaternent of the comparative periods, which remain underthe previously existing accountingprinciples.

However, in using this method, the Groupis required to present the current fiscal year’s financial statements on a line-by-

line basis under both IFRS 15 and the previously existing accounting principles to demonstrate the impact of applying the

new standard. :

As a result, the Group has recognised a £5 million reduction in net assets on transition to IFRS 15. The impact on the

opening consolidated balance sheet for the year ended 31 March 2019is givenin the table below.

 

 

Opening Adjustment oninitial Adjusted
balance applicationofIFRS15 opening balance

Em —m Em

Other currentliabilities 547 6 553

Other non-currentliabilities 454 14 468

Provisions (current) 758 (4) 754

Provisions (non-current) 1,055 (11) 1,044

Other reserves 8,308 (5) 8,303
 

IFRS 15 describes a comprehensive,logical five-step modet for determining revenue recognition, including the amount

and timing upon which revenueis recognised.It requires the Group: .

1.To identify the contract with a customer;

2.To identify the related performanceobligations and distinct promises made by the Group to the customerwithin the contract;

3.To determine the transaction price, representing the amount of consideration that the Group expects to be entitled to

under the contract;

4.To allocate that contractual transaction price to each performanceobligation on a stand-aloneselling price basis (ora

valid, reasonable alternative if the stand-aloneselling price is not available); and

5.To recognise revenue at a point in time or over time depending on the satisfaction of each performanceobligation.

This coincides with whenthe underlying control of a good orserviceis transferred to the customer.

The implementation of IFRS 15 has no impact on the timing of revenue recognition associated to the sale of the

physical vehicles, parts and accessories, being the Group’s core revenue-generating streams, and ultimately remainsin a

mannerconsistent with prior years.
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The Group considers that the primary impact of IFRS 15 on the accounting treatmentfor its operationsis as follows:

+ Sales with multiple performance obligations: Previously, the Group accounted for separately identifiable

componentsof sales in accordance with IAS 18. UnderIFRS 15, the Group considers additional performance

obligations that are required to be accountedfor appropriately on a stand-aloneselling price basis, for example,

additional obligations of the Group whenselling vehicles to its customers, including transportation.

This has further resulted in considerations of whether the Groupis a principal or an agentin fulfilling these performance

obligations, given the focus on whetheror not it controls the good or service being transferred to the customer. As a

principal, the Group itself considers thatit is ultimately responsible forfulfilling that obligation to the customer, and as

an agent, the Group considersthat it arranges for an obligation on behalf of its customer. The difference in accounting

treatmentis to present revenues and costs on a gross basis as a principal and on a net basis as an agent. The impact of

this for the year ending 31 March 2019is a reclassification of £330 million of costs from “Other expenses” to “Revenue”.

* Consideration payable to customers: The Group supports its global retail network (being customers of the Group)

through various marketing, training and developmentinitiatives. This results in disbursements madeeither directly to

its customersor to third parties on behalf ofits customers. The Group has considered whethera distinct service that

can befair valued is received in exchange for making such disbursements, in which case an expense continues to be

recognised as under the previous accounting policy. If not, then such amountsare treated as reductions to revenue

as part of the overall customerrelationship, as they ultimately reduce the amountof consideration that the Groupis

entitled to as part of the customer contract. The impactof this for the year ending 31 March 2019is a reclassification

of £85 million of costs from “Other expenses” to “Revenue”.

+ Classification of “Revenue” versus “Other income”: Previously the Group’s policy was to recognise non-core Group

income within “Other income”in the financial statements. Under IFRS 15, the Group has reassessedits income

streams with regard to their scope under the standard. As a result, the Group now records incomewithin “Revenue”

that was previously recognised within “Other income” (primarily being royalty income and other retailer-related

income). This arises from the interpretation of the definition of “Revenue” within IFRS 15, particularly focusing on what

is considered an output of the “ordinary activities” of the JLR Group. The impactof this for the year ending 31 March

2019is a reclassification of £112 million from “Other income’ to ‘Revenue’.

+ Estimation considerations: IFRS 15 requires the Group to consider the application of its revenue recognition principles

and to ensure that revenueis depicted in a way that reflects the amount of consideration that it expects to be entitled

to. With reference to the estimation of variable consideration, JLR has enhanced its approach to ensure that revenue

is constrained appropriately such thatit is not highly probable thata significant reversal in the arnount of revenue

recognised will occur when anyrelated uncertainty is subsequently resolved.

- Warranty: Previously, the Group accountedfor alt warranty as a cost provision in accordance with IAS 37. Under

IFRS 15, the Group has assessed whether the warranty provided includes a service element(i.e. going beyond simply

providing an assurance that a good continues to meetits agreed-upon specification) and accountsfor these services

as performance obligations associated with the sale of the vehicle. The Group now accountsfor a proportion of

service-type obligations as a contractliability on a stand-alone selling price basis instead of as a warranty provision.

This contractliability will be unwound over the period the services are available and provided to the customer.

The associated costs are expensed asincurred. The impactof this for the year ending 31 March 2019is an overall

reduction in net assets of £5 million, with a corresponding reclassification between the warranty provision (at a cost

value) and contractliabilities (at a cost-plus-margin value).

The following table summarise the impacts of adopting IFRS 15 on the Group's consolidated financial staternents in

conjunction with the above explanation.

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

 

Balances without

 

adoption of IFRS 15 Effect of change As reported
Year ended 31 March 2019 tu) £m £m

Revenue 24,517 (303) 24,214 |

Other expenses (5,982) 415 (5,567);

Other income 317 (112) 205
 

The Group has applied IFRS 15 from 1 April 2018 using the modified retrospective method, meaning that comparative

information for the years ending 31 March 2018 and 31 March 2017 has not been restated. As a result, the comparative

information provided for those fiscal periods continues to be accounted for in accordance with the Group's previous

revenue recognition accounting policies under IAS 18 Revenue.



 

FINANCIAL STATEMENTS 129

Notes to the consolidated
financial statements

2 Accounting policies(continued)

IFRIC 22 Foreign Currency Transactions and Advance Consideration is effective for accounting periods commencing on

or after 1 January 2018 and addresses the treatment of payments made in advance or consideration received in advance

for transactions denominated in a foreign currency transactions. Where a corresponding non-monetary assetorliability

is recognised, the exchangerate prevailing at the date of transaction should prevail. if there are multiple payrnents or

advancereceipts, a date of transaction is established for each paymentor receipt. This situation is relevant to the Group

and the nature ofits operations, but the application ofthis interpretation does not have a material impact to the Group.

The amendment to IFRS 2 Share-Based Paymentsis effective for accounting periods beginning on or after 1 January

2018.It clarifies how to account for cash-settled share-based paymenttransactions that include a performance

condition,the classification of share-based paymenttransactions with net settlement features and the accountingfor

modifications of share-based payment transactions from cash-settled to equity-settled.

The amendmentin relation to accounting for cash-settled share-based payment transactions when a performance

condition is in place is intended to give further guidance in applying the standard. The Groupis currently in compliance with

thoseclarifications. The remaining amendments to the standard are not applicable to the Group's operationsat this time.

(b) Financial reporting pronouncements,issued by the [ASB and endorsed by the EU,that are consideredsignificant

to the Jaguar Land Rover Group but are not yet adopted:

IFRS 16 Leasesis effective for the year beginning 1 Aprit 2019 for the Group. This standard replaces IAS 17 Leases,

IFRIC 4 Determining whether an Arrangement contains a Lease, SIC 15 Operating Leases - Incentives and SIC 27

Evaluating the Substanceofthe Transactions Involving the Legal Form ofa Lease interpretations. Under IFRS 16, lessee

accounting is based on a single model, resulting from the elimination of the distinction between operating and finance

leases.Alt teases will be recognised on the balance sheet with a right-of-use asset capitalised and depreciated over the

estimated lease term together with a corresponding liability that will reduce over the same period with an appropriate

interest charge recognised.

The Groupwill elect to apply the exemptionsfor teases with a lease term of 12 monthsor less (short-term leases)

andfor leases for which the underlying asset is of low value. The lease payments associated with those leases are

recognised as an expense on a straight-line basis over the lease term or another systematic basis.

The Groupis applying the modified retrospective approach on transition, under which the comparative financial

statementswill not be restated. The cumulative impactof the first-time application of IFRS 16 is recognised as an

adjustment to opening equity at 1 April 2019.

The Companyhaselected to use the following practical expedients permitted by the standard:

+ Oninitial application, IFRS 16 has only been applied to contracts that were previously classified as leases under IFRIC 4;

» Regardless of the original lease term, lease arrangements with a remaining duration of less than 12 monthswill

continue to be expensedto the income statement ona straight-line basis over the lease term,

» Short-term and low-value leases will be exempt;

+ The lease term has been determined with the use of hindsight where the contract contains options to extend or

terminate the lease;

+ The discount rate applied as at transition dateis the incremental borrowing rate corresponding to the remaining lease term;

and

- The measurementofa right-of-use asset excludes the initial direct costs at the date ofinitial application.

The financial impact assessment made by the Groupis preliminary as not alt transaction work requirements have been

finalised. As at the date ofinitial application,it is expected that the impact on net assets will not be material.

IFRIC 23 Uncertainty over income Tax Treatmentsis effective for accounting periods commencing on or after

1 January 2019. The interpretation requires an entity to determine whether uncertain tax positions are assessed

separately or as a group and assess whetherit is probable that a tax authority will accept an uncertain tax treatment

used, or proposed to be used, by an entity in its incometax filings.

If yes, the entity should determineits accounting tax position consistently with the tax treatment used or planned to be

used in its incometaxfilings.If no, the entity should reflect the effect of uncertainty in determining its accounting tax

position. The application of IFRIC 23 is not considered to have a material impact on the Group's profitability, liquidity and

capital resourcesor financial position as the existing accounting policy applied by the Groupis consistent with IFRIC 23.
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2 Accounting policies (continued)

(c) Financial reporting pronouncementsissued by the IASB but not yet endorsed by the EU and/ornot yet effective

and so not yet adopted by the Group:

IFRS 17 insurance Contracts will replace IFRS 4, the existing accounting standard for insurance contracts, with an

effective date for accounting periods commencing on or after 1 January 2021. However, this has not yet been adopted

for use in the EU.

IFRS 17 requires insuranceliabilities to be measured at a current fulfitment value and provides a more uniform measurement

and presentation approachforall insurance contracts. The requirernents are designed to achieve the goalof a consistent

principle-base accounting for insurance contracts. The new standard is not expected to have a material impact on the

Groupatthis time, as certain “insurance-type” offerings common to the automotive industry (such as vehicle warranties

issued by Jaguar Land Roveras an original equipment manufacturer) are treated outside of the scope of IFRS 17, instead

underalternative standards such as IFRS 15 Revenue from Contracts with Customers and IAS 37 Provisions, Contingent

Liabilities and Contingent Assets. A formal impact assessmentofIFRS 17 will be performedprior to the effective date and

adoption of the standard by the Group. While early application of IFRS 17 is permitted, the Group doesnot pian to do so.

Amendments to IAS 19 Employee Benefits were announced toclarify the accounting for plan amendments,

curtailments and settlements and are effective for accounting periods commencing on orafter 1 January 2019.Ifa

plan amendment, curtailment or settlement occurs,it is now mandatory that the current service cost and the net

interest for the period after the remeasurement are determined using the assumptions used for the remeasurement.

In addition, amendments have beenincluded to clarify the effect of a plan amendment, curtailment or settlement on

the requirements regarding the asset ceiling. The Group continues to evaluate the impact of adopting the amendments.

Otherstandards and interpretations that have been approved but not discussed above are not considered to have a

material impact on the Group consolidated financial statements, and therefore no specific disclosure has been made.

3 Alternative performance measures

in reporting financialinformation, the Group presents alternative performance measures (“APMs’”) that are not

defined or specified under the requirements of IFRS. The Group believes that these APMs, which are not considered

to be a substitute for or superior to IFRS measures, provide stakeholders with additional helpful information on the

performance of the business.

The APMsused within this Annual Report are defined below.

 

Alternative

performance measure Definition
 

Adjusted EBITDA Adjusted EBITDAis defined as profit before income tax expense, exceptional items, finance

expense (net of capitalised interest), finance income, gains/losses on unrealised derivatives and

debt, gains/losses on realised derivatives enteredinto for the purpose of hedging debt, unrealised

fair vatue gains/losses on equity investments,share of profit/loss fromm equity accounted

investments, depreciation and amortisation.

Adjusted EBIT Adjusted EBITis defined as for adjusted EBITDAbutincluding share ofprofit/loss from equity

accounted investments, depreciation and amortisation.

Loss/profit before tax and

exceptional items Loss/profit before tax excluding exceptionalitems.

Free cash flow Net cash generated from operating activities less net cash usedin investingactivities (excluding

movementsin short-term deposits) and after finance expensesand fees and paymentsoflease

obligations. Free cash flow alsoincludesforeign exchange gains/losses on short-term deposits and

 

 

 

 

 

 

 

cashand cash equivalents.

Total product andother §Cashused inthe purchaseof property, plant and equipment,intangible assets, investments in

investment subsidiaries, equity accounted investments and othertrading investments and expensed research

and developmentcosts.

Operating cash flow

before investment Free cashflow before financing exctuding total product and other investment.

Working capital Changesin assets andliabilities as presented in note 38 on page 174. This comprises movements

in assets andliabilities excluding movementsrelating to financing or investing cash flowsor non-

cash itemsthat are not included in adjusted EBIT or adjusted EBITDA.

Retail sales Jaguar Land Roverretail sales representvehicle sales made bydealers to end customers and

include the sale ofvehicles produced by our Chinesejoint venture, Chery Jaguar Land Rover

Automotive CompanyLtd.
 

Wholesales Wholesales representvehicle sales madeto dealers. The Group recognises revenue on wholesales.
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3 Alternative performance measures(continued)
The Group uses adjusted EBITDA as an APM to review and measure the underlying profitability of the Group on

an ongoing basis for comparability as it recognises that increased capital expenditure year on year will lead toa

corresponding increase in depreciation and amortisation expense recognised within the consolidated income statement.

The Group uses adjusted EBIT as an APM to review and measure the underlying profitability of the Group on an ongoing

basis as this excludesvolatility on unrealised foreign exchange transactions. Dueto the significant level of debt and currency

derivatives held, unrealised foreign exchange can distort the financial performance of the Group from one period to another.

During the year ended 31 March 2019,the definitions of adjusted EBIT and adjusted EBITDA were amended to exclude

unrealised fair value gains and losses on equity investments. The Group considers the amended APM to better measure

underlying profitability of the Group asit aligns the presentation of unrealised gains and losses on financial instrumentsin

the form of equity investments with otherfinancial instruments. Adjusted EBIT for the year ended 31 March 2018prior to

the change was £974 million. Adjusted EBITDAfor the year ended 31 March 2018prior to the change was £2,797 million.

Adjusted EBIT and adjusted EBITDA are unchanged for the year ended 31 March 2017.

Free cash flow is considered by the Group to be a key measure in assessing and understanding the total operating

performance of the Group andto identify underlying trends.

Total product and other investmentis considered by the Group to be a key measure in assessing cash invested in the

developmentof future new models and infrastructure supporting the growth of the Group.

Operating cash flow before investmentis used as a measure of the operating performance and cashavailable to the

Group before the direct cash impact of investment decisions.

Working capital is considered by the Group to be a key measure in assessing short-term assets andliabilities that are

expected to be converted into cash within the next 12-month period.

Exceptionalitems are defined in note 4.

Reconciliations between these alternative performance measures and statutory reported measures are shown below.

ADJUSTED EBIT AND ADJUSTED EBITDA

 

 

 

 

  
 

 

 

 

 

 

 

2018 2017
2019 restated* restated*

Yearended 31 March Note £m Em —Em

Adjusted EBITDA 1,981 2,794 2,942

Depreciation and amortisation 13 (2,164) (2,075) (1,656)

Share ofprofit of equity accounted investments 15 3 252 159

Adjusted EBIT I (180): 971 1,445

Foreign exchange(loss)/gain on derivatives 13 (3) 74 (31)

Unrealised (toss)/gain on commodities 13 (34) (2) 148

Foreign exchange(loss)/gain andfair value adjustments

onloans 13 (45) 69 (101)

Foreign exchange (loss)/gain on economic hedgesofloans 13 (18) 11 (4)

Finance income 12 35 33 33

Finance expense (net) 12 (111) (85) (68)

Fair value gain on equity investment 13 26 3 -

(Loss)/profit before tax and exceptional items | (358); 1,074 1,422

Exceptionalitems 4 } (3,272) 438 151

(Loss)/profit before tax | (3,629)' 1,512 1,573

* See note 2 for details of the restaternent due to changesin accountingpolicies.

RETAIL AND WHOLESALES

2019 2018 2017
units units units

Retail sales {| 578,915] 614,309 604,009

Wholesales } 507,895] 545,298 534,746
 

The difference betweenretail and wholesales represents sales made by our Chinese joint venture (2019: 57,428, 2018:

88,212, 2017: 66,060) and timing differences.
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3 Alternative performance measures(continued)

FREE CASH FLOW

 

 

 

  
 

 

 

 

 
 

2019 2018 2017

Year ended 31 March Note £m £m £m

Net cash generated from operating activities 2,253 2,958 3,160

Net cash usedin investingactivities (2,278) (3,222) (4,317)

Net cash usedin operating andinvesting activities (25)! (264) (1,157)

Finance expensesand fees paid (210) (158) (150)

Payments offinance lease obligations 38 (2) (4) (4)

Adjustmentsfor:

Movementsin short-term deposits (1,074) (523) 1,300

Foreign exchange gain/(loss) on short-term deposits 38 71 (85) 57

Foreign exchange(loss)/gain on cash and cash equivalents (27) (41) 95

Free cash flow | (1,267): (1,045) 141

TOTAL PRODUCT AND OTHER INVESTMENT

2019 2018 2017
Year ended 31 March Note —m —m £m

Purchasesofproperty, plant and equipment 1,590 2,135 1,584

Net cash outflow relating to intangible asset expenditure 1,785. 1,614 1,473

Research and developmentexpensed 11 421 406 368

Investmentin equity accounted investees - - 12

Purchasesofother investments 14 25 1

Acquisition of subsidiary - 6 -

Total product and other investment ] 3,810| 4,186 3,438
 

4 Exceptional items

The exceptional items recognised in the year ended 31 March 2019 comprise:

+ An impairment charge of £3,105 million for the year ended 31 March 2019 following an impairment exercise

undertaken in accordance with IAS 36. Further details are given in note 18;

+ Restructuring costs of £149 million relating to a Group restructuring programme announced and carried out during

the year ended 31 March 2019; and

- Apast service cost of £17 million following a High Court ruling in October 2018 that pension schemesare required

to equalise male and female members’ benefits for the inequalities within guaranteed minimum pension (‘GMP’)

earned between 17 May 1990 and 5 April 1997. The Grouphistorically made no assumptions for GMP and therefore

considered the change to be a plan amendment. Further details are given in note 32.

The exceptional items recognised in the year ended 31 March 2018 comprise:

+ £1 million of import duties recovered in relation to vehicles damagedin the Tianjin explosion; and

» A past service credit of £437 million following an amendmentto the defined benefit pension schemes’rules that,

among other changes, meantthat future retirement benefits would be calculated each year and revalued until

retirementin line with a prescribed rate rather than based upon a member's finalsalary at retirement. Further details

are given in note 32.

The exceptional items recognised in the year ended 31 March 2017 comprise:

+ £151 million of recoveries in respect of stored vehicles damaged in the Tianjin explosion and including amounts

received for insurance, taxes and saleable vehicles. In addition, a further £35 million of insurance and vehicle

recoveries were recognised in the year ended 31 March 2017 related to additional costs of £35 miltion incurred in the

year ended 31 March 2017 that were associated with Tianjin, including lost and discounted vehicle revenue. 
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4 Exceptionalitems(continued)

The tables below set out the exceptional items recorded in the years ended 31 March 2019, 2018 and 2017 and the

impact on the consolidated income statementif these items were not disclosed separately as exceptional items.

 

Employeecosts Other expenses

 

 

Year ended 31 March 2019 Note Em £m

Excluding exceptionalitems 2,820 5,567

Impairment 17,18 - 3,105

Restructuring costs 144 5

Pension past service cost 32 17 -

Including exceptionalitems 2,981 | | 8,677 |
 

 

Material and other
costofsales Employee costs

 

 

Year ended 31 March 2018 Note —Em £m

Excluding exceptionalitems 16,328 2,722

Pension pastservice credit 32 - (437)

Tianjin (2) -

Including exceptionalitems 16,327 2,285
 

 

Material and other

 

 

cost of sales
Yearended 31 March 2017 =m

Excluding exceptionalitems 15,071

Tianjin (151)

Including exceptionalitems 14,920
 

Included in “Income tax credit/(expense)’in the consolidated income staternent for the year ended 31 March 2019 is a

credit in respect of exceptional items of £278 million (2018: charge of £78 million, 2017: charge of £46 million).

5 Revenue

The Group's revenues are summarised as follows:

 

 

 

 

 

20". 2018 2017
Year ended 31 March Em Em

Revenue recognisedforsalesofvehicles, parts and accessories 23,885 25,985 24,615

Revenue recognised for services transferred pO 168 99

Revenue — other 1,022 945

Total revenue excluding realised revenue hedges i 25,084=a 27,175 25,659

Realised revenue hedges | (870)| (1,389) (1,320)

Total revenue | 24,214 | 25,786 24,339
 

“Revenue — other”includes sales of goods other than vehicles, parts and accessories as well as revenue recognised outside

the scope of IFRS 15,primarily being lease instalments recognised from assets sold with a repurchase commitment.

Revenuedisaggregation

The following table presents the Group's revenue,disaggregated by primary geographical market,timing of revenue

recognition and major product categories. All revenue is generated from the Group's single automotive operating segment.

 

 

 

 

 

UK US China Rest of Europe Rest of World Total revenue
Year ended 31 March 2019 £m =m —m £m £m

Revenue recognised forsales of |

vehicles, parts andaccessories 4,293 5,826 3,557 5,359 4,850 23,885

Revenue recognisedfor |

services transferred 23 67 97 54 249

Revenue — other 912 29 10 a 11 950

Total revenue excluding | | | | | | | | | |

realised revenue hedges 5,228 5,922 3,664 5,355 4,915 25,084

Realised revenue hedges | -{1 @3yl G52! ] -}q (81)} | (870)|

Total revenue {5,228|{54es|{ 3,312] | 5,355 | | 4,834 | | 24,214|
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5 Revenue(continued)

Contractliabilities
 

 

  

2019
Year ended 31 March em

Ongoing service obligations 805

Liabilities for advances received 86

Total contract liabilities . | 891 |
 

Revenue thatis expected to be recognised within five years related to performance obligations that are unsatisfied (or

partially unsatisfied) amounted to £891 miltion at 31 March 2019.

“Ongoing service obligations’ mainly relate to long-term service and maintenance contracts, extended warranties

and telematics services. “Liabilities for advances received’ primarily relate to consideration received in advance from

customers for products not yet wholesaled, at which point the revenue will be recognised. “Ongoing service obligations”

and“Liabilities for advances received” are both presented within “Othertiabilities’ in the consolidated balance sheet.

The Group applies the practical expedient in IFRS 15.121 and does not disclose information about remaining

performanceobligations that have an original expected duration of one yearorless. This is because revenue resulting

from those sales will be recognised in a short-term period. The services included with the vehicle sale are to be

recognised as revenues in subsequent years but represent aninsignificant portion of expected revenuesin comparison.

The movementin contractliabilities relates solely to revenue recognised from balances held at the beginning of the

year of £288 million and increases due to cash received for performance obligations unsatisfied at the year end of

£457 miltion.

6 Material andothercostofsales
 

 

 
 

 

 

 

 

 

 
 

 

 

2019 2018 2017
Year ended 31 March —Em £m £m

Changesin inventories offinished goods and work-in-progress 188 (327) (754)

Purchase ofproducts for sale 1,181 1,237 1,144

Raw materials and consumables used 14,448 15,600 14,772

Realised purchase hedges (147) (182) (91)

Total material and other cost of sales j 15,670| 16,328 15,071

7Employee numbersandcosts

2019 2018 2017

Year ended 31 March &m £m £m

Wages and salaries ~ employee costs 1,909 1,798 1,666

Wagesandsalaries — agency costs 286 270 249

Total wages and salaries ; 2,195 2,068 1,915

Social security costs and benefits 354 328 294

Pension costs 271 326 281

Total employee costs | 2,820 2,722 2,490

Average employee numbersfor the year ended 31 March 2019 Non-agency Agency Total

Manufacturing 19,213 1,998 24,211

Research and development 8,307 2,414 10,721

Other 11,063 1,106 12,169  
 

Total employee numbers | 38,583 | | 5,518 i | 44,101 |
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7Employee numbers andcosts(continued)

 

 

 

 

 

Average employee numbersforthe year ended 31 March 2018 ‘Non-agency Agency Total

Manufacturing 18,628 2,909 21,537

Research and development 7,216 2,934 10,150

Other 8,689 1,411 10,100

Total employee numbers 34,533 7,254 41,787

Average employee numbersforthe yearended 31 March 2017 Non-agency Agency Total

Manufacturing 18,988 2,770 21,758

Research and development 6,632 2,803 9,435

Other 7,430 1,070 8,500

Total employee numbers 33,050 6,643 39,693
 

8 Directors’ emoluments
 

 

 

2019 2018 2017
Year ended 31 March £ £ £

Directors’ emoluments 3,187,356 3,825,382 3,957,673

(Decrease)/increase of long-term incentive scheme amountsreceivable (98,010) (14,128) 537,445

Post-employment benefits 520,763 393,673 873,214  
The aggregate of emolumentsreceived in the year and amounts accrued underthe long-term incentive plan (“LTIP”) of the

highest-paid director was £2,946,676 (2018: £3,709,532, 2017: £4,393,459), together with a cash allowancein lieu of pension

benefits of £520,763 (2018: £393,673, 2017: £873,214). During the year, the value of LTIP awards accrued has decreased by

£98,010 (2018: decrease of £14,128, 2017:increase of £537,445), which will become payable in future periods.

There were no directors who were membersof a defined benefit pension schemeor a defined contribution scheme

during the years ended 31 March 2019, 2018 and 2017.

LTIP cash payments received by directors during the year ended 31 March 2019 were £623,090 (2018: Enil, 2017: Enil).

9 Long-Term Incentive Plan (“LTIP”)

During the year ended 31 March 2016, the Group issued the final share-based paymentLTIP arrangement based on the

share price of Tata Motors Limited. The scheme provided a cash payment to the employee based on a specific number

of phantom sharesat the grant date and the share price of Tata Motors Limited at the vesting date. The cash payment

was dependent upon continued employmentfor the duration of the three-year vesting period. The final cash payment

in respectof the share-based payment LTIP was made during the year ended 31 March 2019.

 

 

 

2019 2018 2017
Yearended 31 March number number number

Outstanding at the beginning of the year 1,929,391 4,115,221 6,032,857

Granted during the year - .7 974

Vested inthe year (1,764,566), (1,918,331) (1,665,663)

Forfeited in the year / (164,825) (267,499) (252,947)

Outstandingat the end ofthe year { - | 1,929,391 4,115,221
 

The weighted average share price of the 1,764,566 phantom shares vested in the year was £3.20 (2018: £4.33, 2017: £4.75).

The weighted average remaining contractuallife of the outstanding phantom sharesis nil years (2018:0.3 years,

* 2017:0.8 years).

No phantom shares were exercisable as at 31 March 2019 (2018, 2017: no shares).

During the year ended 31 March 2019, £1 million was recognised as a credit to “Employee costs’in relation to the

share-based paymentLTIP (2018:credit of £1 million, 2017: charge of £8 million).

Thefair value of the balance sheetliability in respect of phantom stock awards outstanding at the year end wasEnil

(2018: £7 million, 2017: £16 million) and is included in “Provisions”.
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9 Long-Term Incentive Plan (“LTIP”) (continued)

The fair value of the awards wascalculated using the Black-Scholes model at the grant date. The fair value was updated

at each reporting date as the awards are accountedfor as cash-settled under IFRS 2. The inputs into the model are

based on Tata Motors Limited historical data and therisk-free rate is calculated using government bond rates. The

significant inputs used are as follows:

 

 

Asat 31 March 2019 2018 2017

Risk-free rate n/a 0.87% 0.18%

Dividendyield nla 0.00% 0.04%

Weighted averagefair value per phantom share n/a £3.32 £4.69
 

During the year ended 31 March 2017, the Group announced a new LTIP to replace the previous share-based payment

LTIP. The new LTIP, effective from june 2016, provides a cash paymentto certain employees based on the Group’s

performance against long-term business metrics related to performance and strategic priorities (over a period of three

years). This new LTIP benefit scheme has been accountedfor in accordance with IAS 19 Employee Benefits.

10 Other expenses
 

 

   
 

 

 

 

 

 
 

2019 2018 2017
Year ended 31 March Note =m £m £m

Stores, spare parts and tools 193 177 197

Freight cost 653 1,037 925

Works, operations and other costs 2,577 2,676 2,321

Repairs 38 48 44

Powerand fuel 101 81 71

Rent, rates and other taxes 90 87 64

Insurance 25 27 34

Write-downofproperty, plant and equiprnent 17 18 18 12

Write-downofintangible assets 18 - 46 -

Product warranty 1,016 698 823

Publicity 856 951 885

Total other expenses - I 5,567 | 5,846 5,376

11 Research and development

. 2019 2018 2017

Year ended 31 March —m £m —m

Total research and developmentcosts incurred 1,997 2,016 1,794

Research and development expensed | (421) (406) (368)

Engineering costscapitalised | 1,576| 1,610 1,426

Interest capitalised in engineering costs capitalised 99 88 89

Research and developmentgrants capitalised | (96) (105) (89)

Totalinternally developed intangible additions ! 1,579 | 1,593 1,426
 

Engineering costs capitalised of £1,576 miltion (2018: £1,610 million, 2017: £1,426 million) comprises £672 million

(2018: £556 million, 2017: £507 million) included in “Employee costs” and £904 million (2018: £1,054 million, 2017:

£919 million) included in “Other expenses”in the consolidated income statement.

During the year ended 31 March 2019, £135 million (2018: £147 million, 2017: £125 million)was recognised by a UK

subsidiary as a Research and Development Expenditure Credit (“RDEC’) incentive on qualifying expenditure. During the

year ended 31 March 2019, £91 million (2018: £102 million, 2017: £87 million) of the RDEC — the proportionrelating

to capitalised product development expenditure and other intangible assets — has been offset against the cost of the

respective assets. The remaining £44 million (2018: £45 million, 2017: £38 million) of the RDEC has been recognised as

“Other income”.
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12 Finance income and expense

2018
2019 restated* 2017

Yearended 31 March £m =m £m

Finance income | 35] 33 33

Total finance income 35 | 33 33

Total interest expense on financialliabilities measured at amortised cost (206) (172) (146)

Interest income on derivatives designatedas a fair value hedge of
financialliabilities 4 3 -

Unwind of discount on provisions (26) (20) (19)

Interest capitalised 117 104 97

Total finance expense (net) | (111), (85) (68)
 

* See note 2 for details of the restatement due to changesin accountingpolicies.

The capitalisation rate used to calculate borrowing costseligible for capitalisation was 4.1 per cent (2018: 4.1 per cent,

2017: 4.3 per cent).

During the year ended 31 March 2019, the Group repaid one tranche of debt (see note 25). No redemption premium

wasincurred.

During the year ended 31 March 2017, the Group repaid one tranche of debt (see note 25) and as aresult a redemption

premium of £2 million was incurred and includedin “Finance expense (net)”.

13 (Loss)/profit before tax

Expense/(income) in (loss)/profit before tax includes the following:

 

 

2018 2017
2019 restated* restated*

Year ended 31 March £m £m Em

Foreign exchange loss/(gain) and fair value adjustments onloans 45 (69) 101

Foreign exchange loss/(gain) on economic hedgesofloans 18 (14) 4

Foreign exchange loss/(gain) on derivatives 31 (74) 31

Unrealised loss/(gain) on commodities 34 2 (148)

Fair value gain on equity investments (26) Q) -

Depreciation of property, plant and equipment 1,078 1,011 787

Amortisationofintangible assets (excludinginternally generated

developmentcosts) 119 122 100

Amortisation of internally generated developmentcosts 967 942 769

Operating lease rentals in respect ofplant, property and equipment 92 92 75

Loss on disposalof property, plant, equipment and software 59 22 15

Exceptional iterns 3,271 (438) (151)

Auditor remuneration (see below) 5 4 5  
 

* See note 2 for details of the restaternent due to changesin accounting policies.

During the year ended 31 March 2019, £12 million (2018: £56 million, 2017: £64 million) was received bya foreign

subsidiary as an indirect tax incentive that requires the subsidiary to meet certain criteria relating to vehicle efficiency

and investmentin engineering and research and development. The incentive is provided asa partial offset to the higher

sales taxes payable following implementation of new legislation in the year ended 31 March 2014, During the year

ended 31 March 2019, £12 million (2018: £56 million, 2017: £64 million) has been recognised in “Revenue”.

During the year ended 31 March 2019, £10 million (2018: £87 million, 2017: £4 million) was recognised in “Other

income’by a foreign subsidiary as an incentive for continuing trading in that country for the foreseeable future. This

includes amounts received as cash in the year and amountsthat the subsidiary is due to receive and for which there are

no ongoing financial or operating conditions attached.
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13 (Loss)/profit before tax (continued)

The following table sets out the auditor remuneration for the year (rounded to the nearest £0.1 million):
 

 

 

 

 

 

2019 2018 2017
Year ended 31 March —m £m £m

Fees payable to the Company's auditor andits associates for the audit of

the parent company and consolidated financial statements 0.2 0.1 0.1

Fees payable to the Company's auditor and its associates for otherservices:

Audit of the Company's subsidiaries (included in 2018: £0.1 million

payable to Deloitte) 4.4 3.4 4.2

Totalaudit fees | 45 | 35 43

Audit-retated assurance services(included in 2018: £0.3 million

payable to Detoitte) 0.8 0.8 -

Otherassurance services | 0.1 - 1.0

Total non-audit fees | 0.9 | 08 1.0

Total audit and related fees J 5.4 | 43 5.3 

14 Taxation

JAGUAR LAND ROVER’S APPROACH TO TAX

introduction

JLR's business has grownsignificantly in recent years and continues to do so. JLR's operationsare large and complex and,

as a result, the Group operates through multiple companies, with activities, employees and assets located in numerous

countries around the world. This, in turn, naturally drives an inherent level of complexity in the Group's tax affairs.

In relation to tax matters, just as for any other area of the Group's business, JLR alwaysstrives to be a good, responsible

corporate citizen, and JLR is committed to complying with ail applicable tax laws, both in letter and in spirit. We aim to

befair, honest, transparent and ethical in our conduct and for everything we do to stand the test of public scrutiny.

Jaguar Land Rover’s key tax principles

In 2013, the JLR plc Board formally adopted six key principles in relation to JLR’s approach to taxation matters and

the conductof our tax affairs. These principles continue to apply today; they apply equally to all companies within the

Group,acrossall areas of our business activity and in all our territories of operation.

JLR will conductits tax affairs in a way that:

1. is compliant with all legal and regulatory obligations and which adheres to the principles set out in the JLR Code

of Conduct and Tata Code of Conduct;

. Is aligned with the Group's overall business strategy and growth objectives;

, Proactively seeks to enhance shareholder value and optimise tax cost on a sustainable basis;

. Is governed, managed and controlled within an appropriate risk management framework;

o
n

f
F
W
N

. ls appropriately resourced and seeks to maximise operating efficiencies through the suitable use of automation

and technology-based solutions; and

6. Maintains good, open, honest and professional working relationships with tax authorities globally and seeks to

take a leadingrole in relation to matters of governmental tax policy relevant to JLR.   
Each principle is commented on further below:

1. Tax compliance

This is considered the most fundamental and importantofoursix principles. JLR wilt always seek to comply with

all applicable tax laws, both in termsofthe letter and the spirit of the law, and to satisfy its global tax compliance

obligations in a timely and accurate manner.

In addition, we adhere to the JLR Code of Conduct and the Tata Code of Conduct, which set out the high ethical

standards of business behaviour expected from all companies and employees within our Group. 
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14 Taxation (continued)

2. Business alignment

JLR alwaysaligns its tax affairs with the genuine businessactivities being undertaken by the organisation. We do

not engagein any form of tax avoidanceorartificial tax structuring and we do not operate or use any offshore

tax havens.All JLR Group subsidiaries are located in countries where the business hassignificant physical and

economic operations(i.e. employees, offices and revenue-generating activity).

. Enhancing shareholder value

As a commercial organisation, JLR will always seek to effectively manageits tax liabilities, just as for any other

businesscost. In so doing, we always adhere to relevant tax laws and,in relation to transactions within the Group,

we always seek to ensure that these are conducted on an arm’s-length basis in accordance with Organisation for

Economic Co-operation and Development (OECD)principles. .

Where governmentsorfiscal authorities have introduced particulartax reliefs, credits, incentives or exernptions

to encourage specific types of economic activity (for example, investmentin research and development), wewill

always seek to ensure that JLR claims the appropriate level of benefit for whichit qualifies.

. Governance and risk management

Tax risks arising within the Groupare identified, assessed and managed by the central Tax function on an ongoing

basis. A detailed tax update is taken to the JLR plc Board on an annualbasis and tax risks are reported quarterly to

the Financial Risk and Assurance Committee, chaired by the Chief Financial Officer. The JLR Tax Director also meets

 

with the Chief Financial Officer on a biweekly basis to provide updates onall tax matters affecting the Group.

JLR actively seeks to minimise risk in relation to tax matters. We do this through a variety of processes and

controls including, for example, tax risk assessments and health-check exercises for subsidiaries, online monitoring

of compliance processes and an active Advance Pricing Agreement programme.

5. Tax resource

Responsibility for the day-to-day managementof JLR's tax affairs rests with our central Tax function, led by

the JLR Tax Director. The function comprises an appropriate blend of tax professionals with the necessary

qualifications, training, skills and experience required to effectively undertake their roles. The Tax function also

advises the JLR pic Board in relation to setting Group tax strategy and policy.

in addition to the central Tax function, the business also has dedicated tax professionals embedded within the

finance teams in key non-UK subsidiaries.

Whereappropriate, we look to implement technology-based solutions to streamline processes,drive efficiency

and managerisk.

6. Relationships with governments and authorities

In our dealings with tax authorities globally, including HMRC in the UK, we always look to maintain good, open,

honest and professional working relationships, to engage proactively in relation to tax matters and to resolve any

areas ofdispute or differences of opinion as quickly as possible in order to reduce uncertainty and managerisk.

Wealso actively engagein dialogue with governments,either directly or through appropriate representative

bodies,in relation to matters of tax policy that affect our business.

AMOUNTS RECOGNISED IN THE CONSOLIDATED INCOME STATEMENT

 

 

 

 

 
  
 

2018 2017
2019 restated* restated*

Yearended 31 March —&m —Em —m

Current tax expense

Current year 141 295 301

Adjustmentsforprior years 40 52 22

Current tax expense 181 347 323

Deferred tax (credit)/expense

Origination and reversal oftemporary differences (246) 64 108

Adjustmentsforprior years (48) (76) (34)

Write-downofdeferred tax asset (245) - -

Rate changes 50 63 (66)

Deferred tax (credit)/expense (489)' 51 8

Total income tax (credit)/expense I (308)' 398 331
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AMOUNTS RECOGNISED IN THE CONSOLIDATED STATEMENT OF COMPREHENSIVE

INCOME/(EXPENSE)

 

 

 

 

 

 

 

 

 

   

2018 2017

2019 restated* restated*
Year ended 31 March &m £m Em

Deferred tax (credit)/expense on actuarial gains on retirement benefits (52) 104 (179)

Deferredtax (credit)/expense on changein fair value of cash flow hedges (19) 464 (346)

Deferred tax expense/(credit) on rate changes j 14 (17) 60

] (57)! 551 (465)
Total tax (credit)/expense | (365)' 949 (134)

RECONCILIATION OF EFFECTIVE TAX RATE

2018 2017
2019 restated* restated*

Year ended 31 March £m £m —m

(Loss)/profit for the year (3,321) 1,114 1,242

Total incometax (credit)/expense (308) 398 331

(Loss)/profit before tax (3,629)' 1,512 1,573

Incometax (credit)/expense using the tax rates applicable to individual ,

entities of 18.3% (2018: 23.1%, 2017: 21.2%) : (664) 350 333

Impact ofUK Patent Box claims - - -

Non-deductible expenses 62 22 37

Unrecognised tax assets/deferred tax assets written off . 245 5 21

Changesin tax rates 50 63 (66)

Overseas unremitted earnings 8 30 50

Tax on share ofprofit of equity accounted investments (1) (48) (32)

Overprovidedin prior years (8) (24) (12)

Total income tax (credit)/expense i (308); 398 331
 

* See note 2 for details of the restatement due to changesin accountingpolicies.

Included within “Non-deduclible expenses” for the year ended 31 March 2019is a £53 million charge for the impact of

the impairment recordedin the year on non-tax-deductible property, plant and equipment and intangible assets.

Included within “Over provided in prior years” for the year ended 31 March 2018is £24 million credit relating to revisions

of prior year estimates of tax positions to bring them into line with the currently filed tax positions. Included within

“Changesin tax rates”is a £54 million charge for the impact of the changein the US Federal rate from 35 per cent to

21 per cent on deferred tax assets.

Included within “Over provided in prior years” for the year ended 31 March 2017 is £21 million credit relating to revisions

of prior year estimatesof tax positions in various jurisdictions, principally the UK, to bring them into line with thelatest

estimates and currently filed tax positions. This is offset by £11 million relating to uncertain tax positions arising in

relation to normal ongoing assessmentsoftax positions gtobally.

IMPACT OF FUTURE RATE CHANGES

The UK Finance Act 2016 was enacted during the year ended 31 March 2017, whichincluded provisions for a reduction

in the UK corporation tax rate to 17 per cent with effect from 1 April 2020.

Accordingly, UK deferred tax has been provided at a blended rate of 17.6 per cent on assets (2018: 17.8 per cent, 2017:

18.4 per cent) and 17.4 per centonliabilities (2018: 17.6 per cent, 2017: 17.6 per cent), recognising the applicable tax

rate at the point when the timing difference is expected to reverse.



 

15 Investments

Investments consist of the following:
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2019 2018 2017

Asat 31 March &m £m £m

Equity accounted investments j 4774 488 474

Other investments t 69 28 1

Totalinvestments , 546| 516 475

The Grouphasthe following equity accounted investments as at 31 March 2019:

Principal place of

Proportionof business and country

Nameofinvestment votingrights of incorporation Principalactivity Registered office address

Chery Jaguar Land 50.0% China Manufacture Room 1102, Binjiang,

Rover Automotive andassemblyof internationat Plaza,

CompanyLtd. vehictes No 88 Tonggang Road,

Changshu Economic and
Technical Development

Zone, Suzhou City,

Jiangsu Province, China

Jaguar Cars 49.9% England and Wales Non-trading 280 Bishopsgate, London,

Finance Limited EC2M 4RB, England

Synaptiv Limited 33.3% England and Wales Business and 84 Kirkland Avenue, Ilford,

, domestic Essex, England, IGS OTN
software

development

CloudCartnc. 33.3% USA Automotive 2191 E Bayshore Rd 200

software Palo Alto, CA 94303

development USA

Driveclubservice 25.1% Singapore Holdingcompany 22 Sin Ming Lane,

Pte. Ltd. and mobility #06-76, MidviewCity,

application Singapore 573969

owner/licensor

Driveclub Limited 25.8% Hong Kong Vehicle leasing Unit A, 9/F, D2 Place ONE,

Cheung YeeStreet,

Lai Chi Kok, Kowloon,

. Hong Kong

ARC Vehicle Limited 29.2% England and Wales Manufactureand The Priory Barn, Priory Road,

development of Wolston, Coventry, United Kingdom,

electrified vehicles CV8 3FX
 

Except for CloudCarInc. and Driveclub Limited, the proportion of voting rights disclosed in the table aboveis the same

as the Group's interest in the ordinary share capital of each undertaking.

Individually materialjoint ventures

Chery Jaguar Land Rover Automotive CompanyLtd.is a limited liability company whoselegal form confirms separation

betweentheparties to the joint arrangement. There is no contractual arrangement or any other facts or circumstances

thatindicate that the parties to the joint control of the arrangement haverights to the assets or obligations for the

liabilities relating to the arrangement. Accordingly, Chery Jaguar Land Rover Automotive CompanyLtd.is classified as a

joint venture. Chery Jaguar Land Rover Automotive Company Ltd.is not publicly listed.

During the year ended 31 March 2019, a dividend of £22 million was received from Chery Jaguar Land Rover

Automotive CompanyLtd. (2018: £206 million, 2017: £68 million).
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The following table sets out the summarised financial information of the Group's individually material joint venture,

Chery Jaguar Land Rover Automotive CompanyLtd., after adjusting for material differences in accounting policies:

 

 

 

   
 

 

 

 

2019 2018 2017
Asat 31 March —m £m —m

Current assets 748 892 940

Currentliabilities (1,103) (1,076) (934)

Non-current assets 1,439 1,324 1,094

Non-currentliabilities (122) (154) (176)

Equity attributable to shareholders | 962 { 986 924

Revenue 1,697 2,773 2,163

Profit for the year 13 504 312

Total comprehensive income | 13 | 504 312

Included within the summarised financialinformation above are the following amounts:

2019 2018 2017
Asat 31 March —m &m £m

Cash and cash equivalents 316 439 621

Othercurrent assets 432 453 320

Currentfinancial tiabilities (excluding trade and other payables

and provisions) (279) (42) -

Non-current financialliabilities (excluding trade and other payables

and provisions) (122) (152) (175)

Depreciation and amortisation (206) (139) (105)

Interest income 12 27 11

Interest expense (14) (7) (8)

Income tax (expense) (6) (136) (103)
 

Individually immaterialjoint ventures

prior to acquisition as a subsidiary.

Spark44 (JV) Limited has been consolidated as a subsidiary from 31 August 2017.

On 31 August 2017, Jaguar Land Rover Limited acquired a further 10,000 “B” shares in Spark44 UV) Limited,increasing

its share of the voting rights of Spark44 UV) Limited from 50 per cent to 50.5 percent. In addition, Spark44 JV)

Limited's Articles of Association together with the Shareholder Agreement were amendedto give Jaguar Land Rover

Limited control of Spark44 (JV) Limited as the majority shareholder. Spark44 (UV) Limited is not publicly listed.

The following table sets out the Group's share of profit and other comprehensive income and the carrying amountof

the Group’s equity accounted investmentin Spark44 (UV) Limited. The information for the year ended 31 March 2018

presented in this table includes the results of Spark44 (JV)Limited for the period from 1 April 2017 to 31 August 2017

 

 

 

  
  

2019 2018 2017
Year ended 31 March £m £m Em

Group's share ofprofit for the year - 2 3

Group's share ofother comprehensive income - ~ ~

Group's share of total comprehensive income } - 2 3

Disposal as part ofstep acquisition - (10) ~

Carrying amountofthe Group’s interest | - | - 8
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Associates

The Group hasno additional rights or influence over Jaguar Cars Finance Limited other than the voting rights attached to

the ordinary share capital.

During the year ended 31 March 2018, the Group purchased 25.08 percent of the share capital of Drivectubservice Pte.

Ltd. for £0.2 million. In addition, the Group also purchased 1 per cent of the share capital of Driveclub Limited, the wholly

owned subsidiary of Driveclubservice Pte. Ltd. However, the Group has 25.83 per centofthe voting rights, being the

1 per cent of share capital held and the indirect shareholding held through Driveclubservice Pte. Ltd. Both Drivectubservice

Pte. Ltd. and Driveclub Limited are therefore accounted for as equity accounted investments as the Grouphassignificant

influence over the companies.

During the year ended 31 March 2018, the Group's proportion of the ordinary share capital in Cloudcartnc. was diluted

to 26 per cent of the ordinary share capital. However, the Group has 33 per centof the voting rights since a numberof

ordinary shares are in the form of options either available for issue or assigned to the employees of CloudCarInc.

During the year ended 31 March 2017, the Group purchased 32 per cent of the ordinary share capital of CloudCarInc.

for £12 million.

During the year ended 31 March 2017, the Group purchased 33 per cent of the ordinary share capital of Synaptiv Limited

for £0.2 million.

No dividend wasreceived in the year ended 31 March 2019 (2018, 2017: no dividend) from anyofthe individually

immaterial equity accounted investments.

The following reconciles the carrying amount of the Group's interests in equity accounted investments:

 

 

 

2019 2018 2017
As at 31 March £m Em £m

Netassets of materialjoint venture 962 986 924

Share of net assetsof:

Material joint venture ' 481 493 462

individually immaterial equity accounted investments 2 6 20

Other (6) (21) (8)

Carrying amountofthe Group's interests in equity accounted investments | / 477 { 488 474
 

As at 31 March 2019, an adjustmentof £6 million (2018: £11 million, 2017: £8 million) has been made to derecognise

profit that has not yet been realised on goods sold by the Group to Chery Jaguar Land Rover Automotive CompanyLtd.

The following reconciles the Group’s share of total comprehensive income of equity accounted investments:

 

 

  
 

 

2019 2018 2017
Yearended 31 March £m em £m

Profit of materialjoint venture 13 504 312

Shareofprofit of:

Materialjoint venture 7 252 156

Individually immaterial equity accounted investments (4) - 3

Shareofprofit ofequity accounted investments 3 | 282 159

Currencytranslation differences { | 14 33
Total comprehensive incomerelated to equity accounted investments i - { 266 192
 

The Group's share of capital commitmentsofits joint ventures at 31 March 2019 is £151 million (2018: £159 miltion,

2017: £171 million), and commitmentsrelating to the Group's interestsin its joint ventures are disclosed in note 33.

The contingentliabilities of its joint ventures at 31 March 2019is Enil (2018: £1 million, 2017: £3 million).

The information above reflects the amounts presentedin the financial statements of the equity accounted investments

adjusted for differences in accounting policies between the Group andits equity accounted investments.Alljoint

ventures are accountedfor using the equity method and are private companies and there are no quoted market prices

available for their shares.
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Other investments

investee companies and are designatedas fair value through profit andloss financial instruments.

The Group's other investments comprise equity investments of 10 per centor tess of the ordinary share capital of the

 

 

 

 

2019 2018 2017

Year ended 31 March Em em =m

Investmentin Lyft,Inc. 46 22 -

Other immaterial! investments 23 6

Total 69 | 28
 

During the year ended 31 March 2019, the Group invested £14 million (2018: £5 million, 2017: £1 million)

in other investments.

During the year ended 31 March 2018, the Group purchased 0.3 per cent of the ordinary share capital of Lyft, Inc.

for £20 million.

The Group has no additionalrights or influence over any of its other equity investments other than the voting rights

attached to the ordinary share capital. During the year ended 31 March 2019, a dividend of Enil (2018: Enil,

2017: £0.3 miilion) was received from Jaguar Land Rover Schweiz AG.

Disclosure of the valuation techniques applied in calculating the fair value of these other non-equity accounted

investmentsis included in note 35(A).

16 Otherfinancialassets
 

 

 

 

   

2019 2018 2017
Asat 31 March &m Em £m

Non-current

Restricted cash held as security 6 6 5

Derivative financial instruments 54 286 255

Warranty reimbursement and other receivables 104 116 -

Other 6 6 10

Total non-current otherfinancial assets | 170 | 414 270

Current

Restricted cash 11 12 4

Derivative financial instruments 133 264 169

Warranty reimbursementand other receivables 88 98 2

Accrued income 44 35 19

Other 38 85 24

Total current otherfinancial assets 314 494 218
 

As of 31 March 2019, £5 million (2018: £5 million, 2017: £4 million) of the non-current restricted cash is held as a

financial deposit in relation to ongoing legal cases.
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Fixtures
Land and Plant and and Leased Heritage Under
buildings equipment Vehicles Computers fittings assets vehicles construction Total

—m &m £m £m £m —m £m —m Em

Cost

Balanceat 1 April 2016 1,060 5,661 7 76 84 46 52 Sil 7,497

Additions* - 1 2 29 13 - - 1,478 1,523

Transfers 114 856 - - ~ - - (970) -

Disposals (10) (26) - (1) (3) - - - (40)

Foreign currency transtation - - - - ~ - - 1 1

Balance at 31 March 2017 1,164 6,492 9 104 94 46 52 1,020 8,981

Additions* 21 - 1 22 13 16 - 2,502 2,575

Assets acquired on

acquisition - - - 2 5 - - - 7

Transfers 364 1,558 ~ - ~ - - (1,922) -

Disposals - (288) (1) (4) (5) G5) (1) - (334)

Asset write-downs - - - - ~ - - (5) (5)

Foreign currency translation ~ - - - ~ - - 1 1

Balance at 31 March 2018 1,549 7,762 9 124 107 27 51 1,596 11,225

Additions* 3 - 1 48 22 5 3t! 1,550 1,637
Transfers 723 1,545 - - - - - (2,268) -

Disposals (3) (528) (2). (8) (3) - - (543)

Impairment - - - | - ~ - | - (185) (185)

Foreign currencytranslation (17) (14) - - ~ - 13 (18)

Balanceat31March2019 | 2,261/{| 3,765 | 9| | rea] {  12s| | 32a} f sa | 706 | '12,116 |
Depreciation and

impairment

Balanceat 1 April 2016 110 2,126 2 19 30 35 - - 2,322

Depreciation charge for

the period 44 714 2 12 11 4 - - 787

Disposals (7) (16) - - (2) - - - (25)

Asset write-downs - 12 - - - - - - 12

Balance at 31 March 2017 147 2,836 4 31 39 39 - - 3,096

Depreciation charge for

the period 60 920 1 16 12 2 - - 1,011

Disposals - (268) (1) (4) (4) (35) - - (312)

Asset write-downs - - - - ~ - 13 - - . 13

Balance at 31 March 2018 207 3,488 4 43 47 6 13 - 3,808

Depreciation charge for |
the period 82 965 1 18 10 2 - - 1,078

Disposals (2) (480) (1) (6) (2) - - - (491)

Impairment - 1,162 1 | 26 16 6 - - 1,211

Asset write-downs - - - - - - 18 - 18

Balance at 31March2019 |} 287 | | 5,135 | | si] 81] } 7144 14} | 31{ | ~}| 5,624]

Net bookvalue

At 31 March 2017 1,017 3,656 5 73 55 7 52 1,020 5,885

At 31 March 2018 1,342 4,274 5 81 60 21 38 1,596 7,417

At 31 March 2019 tL 1974j | 3,630 | | 4ti 83{] 54] ] 18 | | 23
 

* Including capitalised interest.

} | 706 | | 6,492|

As part of the Group’s review of the carrying value of property, plant and equipment, £18 million (2018: £18 million, 2017: Enil) of heritage

vehicles and assets under construction have been written down, and this has been recognised as an expense within “Other expenses”. During

the year ended 31 March 2017, £12 million of plant and machinery was written down.
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Intellectual
Patents and propertyrights Product Capitalised

technological Customer- andother development Product
Software know-how related intangibles inprogress development Total

—m —m £m £m £m £m —m

Cost

Balance at 1 April 2016 579 147 61 619 1,539 4,525 7,470

Other additions — externally purchased 100 - - 14 - - 114

Other additions — internally developed - - - - 1,426 - 1,426

Capitalised product development —

internally developed - - - - (809) 809 -

Disposals (84) - - - - (138) (222)

Balance at 31 March 2017 595 147 61 633 2,156 5,196 8,788

Other additions — externally purchased 99 - - 9 - - 108

Otheradditions — internally developed - - - - 1,593 - 1,593

Other additions — on acquisition 1 - - 4 - - 5

Capitalised product development —

internally developed - - - -~ (1,668) 1,668 -

Disposals (25) - - - - (131) (156)

Asset write-downs— assets under
construction (9) - - - (24) - (33)

Balance at 31 March 2018 661 147 61 646 2,057 6,733 10,305

Otheradditions — externally purchased 85 ~ - 5] - - 90

Otheradditions — internally developed - - - - 1,579 - 1,579

Capitalised product development — |

internally developed _ _ _ _ (1,084) 1,084 _

Disposals (44) - - - - | (844) (888):

Impairment (20) ~ - - (562) - (572)!

Foreign exchange (1) - - - - | - a

Balance at 31 March 2019 | e691] ] 147 | | 61 | [ 651] | 1,990 | | 6,973 | [10,513]

Amortisation and impairment

Balance at 1 April 2016 201 113 24 - - 1,635 1,973

Amortisation for the year 83 14 3 - ~ 769 869

Disposals (83) - - - = (138) (221)

Balance at 31 March 2017 201 127 27 - - 2,266 2,621

Amortisation for the year 939 14 3 6 - 942 1,064

Disposals (25) - - - - (131) (156)

Asset write-downs 13 - - - - - 13

Balance at 31 March 2018 288 141 30 6 - 3,077 3,542

Amortisation forthe year 106 6 3 4 -| 967 1,086 |

Disposals (36) - - - | - | | (843) (879)!

Impairment 75 - 7 152 - 903 1,137

Balance at 31 March 2019 | 433] ] 147} ] 40 | | 162} | -|} | 4,104| § 4,886 |

Net book value

At 31 March 2017 394 20 34 633 2,156 2,930 6,167

At 31 March 2018 373 6 31 640 2,057 3,656 6,763

At 31 March 2019 | 258 | -14 21} | 489 | 1,990] | 2,869 | | 5,627]
 

During the year ended 31 March 2018, £46 million of costs were identified as being written down and recognised as an expense within “Other

expenses” (2017: Enil).
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IMPAIRMENT TESTING ;

The directors are of the view that the operations of the Group represent a single cash-generating unit (“CGU’).

Management performed an impairment assessment as at 31 March 2019. The recoverable value was determined

based on valuein use (“VIU”), which was marginally higher than the fair value less cost of disposal (“FVLCD’) of the

relevant assets of the CGU. The recoverable amount was lower than the carrying value of the CGU,and this resultedin

an exceptional impairment charge of £3,105 million being recognised within “Other expenses’as at 31 March 2019.

The directors’ approach and key (unobservable) assumptions used to determine the Group’s CGU VIU were as follows:

 

 

Asat 31 March 2019 2018 2017

Growthrate applied beyond approvedforecast period 1.9% 2.0% 1.9%

Pre-tax discountrate 11.8% 8.7% 10.9%  

The Group has considered it appropriate to undertake the impairment assessment with reference to the latest business

plan, which includes a five-year cash flow forecast as approved by the JLR plc Board. The growth rates used in the

VIU calculation reflect those inherent within the Group's business plan as approved by the JLR ple Board, whichis

primarily a function of the Group's cycle plan assumptions, past performance and management's expectation of future

market developments through to 2023/24. The future cash flows consider potential risks given the current economic

environment and key assumptions such as sales volume forecasts and margins. The Group has assessed the potential

impacts of changes,if any, in tax and treaty arrangements globally, including Brexit and the US tariffs. The potential

impact of reasonably possible outcomes of these events has been included in the VIU calculations.

The cash flows for the year 2023/24 are extrapolated into perpetuity assuming a long-term growthrate as stated

above, whichis set with reference to weighted-average GDP growthof the countries in which the Group operates.

The impairmentloss of £3,105 million has beenallocatedinitially against goodwill of £1 million and the relevant

assets, and thereafter the residual amount has been allocated on a pro-rated basis. This has resulted in £1,396 million

allocated against tangible assets and £1,709 million allocated against intangible assets.

SENSITIVITY TO KEY ASSUMPTIONS

The changesin the following table to assumptions used in the impairment review would,in isolation, lead to an increase

to the aggregate impairment loss recognised as at 31 March 2019 (althoughit should be noted that these sensitivities

do not take accountof potential mitigating actions):
 

 

  
 

 

 

 

  

£m

Increasein post-tax discount rate by 1% 1,114

Decreasein long-term growthrate applied beyond approvedforecast period by 0.5% 483

Decreasein projected volumesby 5% 4,288

Decrease in projected gross margin by 0.5% - 2,088

19 Otherassets .

2018
2019 restated* 2017

Asat 31 March Em =m £m

Non-current

Prepaid expenses 83 82 77

Other - - 3

Total other non-current assets 83 82 80

Current

Recoverable VAT 301 329 243

Prepaid expenses . 156 177 167

Research and developmentcredit 113 114 97

Other - 10 10

Total other current assets | 570 630 517  
* See note for details of the restatement due to changesin accounting policies.
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20 Deferred tax assets andliabilities

Significant componentsof deferred tax assets and liabilities for the year ended 31 March 2019are asfollows:

 

 

 

   
 

             

Adjustment Recognised Reclassified

Opening oninitial Adjusted Recognised in other from other

balance application opening inprofitor comprehensive equity Foreign Closing

restated*** of IFRS 9 balance loss income reserves exchange batance

Em £m £m £m £m Em £m £m

Deferred tax assets

Property, plant and equipment 9 - 9 535 - - - 544

Expenses deductible in future periods 239 ~ 239 80 - - 6 325

Derivative financial instruments 80 6 86 7 18 23 - 134

Retirement benefits 77 - 77 (2) 38 - - 113

Unreatised profit in inventory 157 - 157 (38) 1 - - 120

Tax loss 367 - 367 (289) , - - - 78

Other 100 - 100 26 oe - - 126
Total deferred tax asset 1 1,029] { 6| | 1,035 | 319 { | 571 | 2344 6|{ 1,440]

Deferred tax liabilities

Intangible assets 1,100 - 1,100 (172) - - - 928

Overseas unremitted earnings 99 - 99 2* - - - 101

_ Total deferred tax liability f 1,199} | -l] 1,199] f (170)! { -}] -|f -| | 1,029}

Presented as deferred tax asset** 413 I 512

Presented as deferred tax liability** (583) | (101)  
 

* Included within £2 million is a reversal of £5 million relating to withholding tax incurred on intercompanydividendspaid in the year.

** For balance sheet presentation purposes, deferred tax assets and deferred tax liabilities are offset to the extent that they relate to the sametaxation authority

and are expected to besettled on a netbasis.

*** See note 2 for details of the restatement due to changes in accountingpolicies.

At 31 March 2019, deferred tax assets of £512 million (2018: £413 million, 2017: £511 million) have been recognisedin relation to deductible

temporary differences, including unused tax losses, on the basis thatit is probable that future taxable profits will be available against which

those deductible temporary differences can be utilised.

At 31 March 2019, the Group had unused tax losses and other temporary differences amounting to £1,599 million (2018: £117 million, 2017:

£104 million), for which no deferred tax assetarises. As at 31 March 2019, £4 million (2018: £3 million, 2017: £3 miltion) of those tax losses are

subject to expiry in future periods, with £3 million due to expire in fiscal year 2031. The remaining balance is not expected to expire.

All deferred tax assets and deferred tax liabilities at 31 March 2019, 2018 and 2017are presented as non-current.
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Significant componentsof deferred tax assets andliabilities for the year ended 31 March 2018are as follows:

 

 

 

 

 

 

Recognised
Recognised in other
inprofitor comprehensive Closing

Opening loss income Foreign balance
balance _restated*** restated*** exchange _—restated***

Em £m £m —m Em

Deferred tax assets

Property, plant and equipment 12 (3) - - 9

Expenses deductiblein future periods 222 35 - (18) 239

Derivative financial instruments 547 (5) (462) - 80

Retirement benefits 252 (86) (89) - 77

Unrealised profit in inventory 192 (35) - - 157

Tax loss 209 159 - (a) 367

Other 72 28 - - 100

Total deferred tax asset 1,506 93 (551) (19) 1,029

Deferred tax liabilities

Intangible assets 995 105 - - 1,100

Overseas unremitted earnings 60 39* - - 99

Total deferred tax liability 1,055 144 - - 1,199

Presented as deferred tax asset** 511 413

Presented as deferred tax liability** (60) (583)
 

* included within £39 million is a reversal of £6 million relating to withholding tax incurred on intercompanydividendspaid in the year

and an additional provision for £15 million relating to prior year earnings.

** For batance sheet presentation purposes, deferred tax assets and deferred taxliabilities are offset to the extent that they relate to the

same taxation authority and are expected to be settled on a netbasis.

*** See note 2 for details of the restatement due to changes in accountingpolicies.

Significant componentsof deferred tax assets and liabilities for the year ended 31 March 2017 are as follows:

 

 

 

 

 

 

Recognised
Recognised in other
inprofitor comprehensive

Opening loss income Foreign Closing
balance restated*** restated*** exchange balance

£m —£m £m £m £m

Deferred tax assets

Property, plant and equipment 21 (9) - - 12

Expensesdeductible in future periods 224 (26) - 24 222

Derivative financial instruments 240 (15) 322 - 547

Retirement benefits 110 (1) 143 - 252

Unrealisedprofit in inventory 127 65 - - 192

Tax loss 175 34 - - 209

Other 50 22 - - 72

Total deferred tax asset 947 70 465 24 1,506

Deferred tax liabilities

intangible assets 946 49 - - 995

Overseas unremitted earnings 31 29* - - 60

Total deferred tax liability 977 78 - - 1,055

Presented as deferred tax asset** 354 $11

Presented as deferred tax liability** (384) (60)
 

* Included within £29 million is a reversal of £18 million relating to withholding tax incurred on intercompanydividendspaid in the year.

* For balance sheet presentation purposes, deferred tax assets and deferred tax liabilities are offset to the extent that they relate to the
same taxation authority and are expected to be settled on a net basis.

*** See note 2 for details of the restatement due to changesin accountingpolicies.
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21 Cash andcash equivalents
 

 

 

 

 

 

2019 2018 2017
Asat 31 March £m £m —£m

Cashand cash equivalents | 2,747 | 2,626 2,878

22 Allowancesfor trade and otherreceivables

2019 2018 2017

Year ended 31 March £m £m £m

At beginning ofyear 50 60 60

Charged during the year 4 3 -

Receivables written off during the year as uncollectable (41) (4) (1)

Unused amounts reversed 2 (1) (13)

Foreign currency transtation (3) (8) 14

At end of year | 12 50 60 
 

Trade receivables with a contractual amount of £38 million (2018: Enil, 2017: Enit) that were written off during the year

are still subject to enforcementactivity.

There were no material changes to the value of expected credit losses on adoption of IFRS 9.

 

 

 

23 Inventories

: 2019 2018 2017
Asat 31 March Em £m £m

Raw materials and consumables 130 93 117

Work-in-progress 369 335 330

Finished goods 3,117 3,339 3,017

Inventory basis adjustment (8) - -

Total inventories } 3,608 | 3,767 3,464
 

Inventories of finished goods include £484 million (2018: £436 million, 2017: £326 million) relating to vehicles sold to

rental car companies, fleet customers and others with guarariteed repurchase arrangements.

Cost of inventories (including cost of purchased products) recognised as an expense during the year amounted to

£18,086 million (2018: £19,152 million, 2017: £17,615 million).

During the year, the Group recorded an inventory write-down expense of £52 million (2018: £55 million, 2017: £16 million),

excluding a reversal of a write-downrecordedin a previous periodin relation to the Tianjin incident of Enil (2018: £1 mitlion,

2017: £94 million). The write-down excluding the reversalis included in “Material and other cost of sales’.

 

 

24 Accounts payable

2019 2018 2017
Asat 31 March £m &m Em

Trade payables 4,444 4,800 4,384

Liabilities to employees 114 139 151

Liabilities for expenses 1,757 1,796 1,606

Capital creditors 768 879 367 
 

Total accounts payable | 7,083 7,614 6,508 
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25 Interest-bearing loans and borrowings

2019 2018 2017
Asat 31 March Em £m £m

Short-term borrowings

Bank loans 114 155 179

Current portion of long-term EURO MTFlisted debt 767 497 -

Total short-term borrowings { 881 652 179

Long-term borrowings

EURO MTFlisted debt 2,844 3,060 3,395

Bank loans 755 - -

Total long-term borrowings 3,599 | 3,060 3,395

Finance lease obligations 31] 19 7

Total debt 4511 | 3,731 3,581  
EURO MTF LISTED DEBT

The bondsare listed on the Luxembourg Stock Exchange multilateral trading facility (EURO MTF”) market.

Details of the tranches of the bonds outstanding at 31 March 2019 are as follows:

+ $500 million Senior Notes due 2023 at a coupon of 5.625 per cent per annum — issued January 2013

+ £400 million Senior Notes due 2022 at a coupon of 5.000 per cent per annum — issued January 2014

+ $500 million Senior Notes due 2019 at a coupon of 4.250 per cent per annum ~ issued October 2014

» £400 million Senior Notes due 2023 at a coupon of 3.875 per cent per annum — issued February 2015

+ $500 million Senior Notes due 2020 at a coupon of 3.500 per cent per annum — issued March 2015

* €650 million Senior Notes due 2024 at a coupon of 2.200 per cent per annum — issued January 2017

+ £300 million Senior Notes due 2021 at a coupon of 2.750 per cent per annum ~ issued January 2017

- $500 million Senior Notes due 2027 at a coupon of 4.500 per cent per annum — issued October 2017

* €500 million Senior Notes due 2026 at a coupon of 4.500 per cent per annum — issued September 2018

Details of the tranches of the bond repaid in the year ended 31 March 2019 are as follows:

- $700 million Senior Notes due 2018 at a coupon of 4.125 per cent per annum — issued December 2013

No tranches of bonds were repaid in the year ended 31 March 2018.

Details of the tranches of the bond repaid in the year ended 31 March 2017are asfollows:

» $84 million Senior Notes due 2021 at a coupon of 8.125 per cent per annum — issued May 2011

SYNDICATED LOAN

In October 2018, a $1 billion syndicate loan was issued with a couponrate of LIBOR + 1.900 per cent per annum, due in

the following tranches:

+ $200 million due October 2022

+ $800 million due January 2025

The contractual cash flowsof interest-bearing debt (excluding finance teases) are set out below, including estimated

interest payments and assuming the debt will be repaid at the maturity date.

 

 

  

2019 2018 2017
Asat 31 March £m —Em —£m

Duein

1yearorless 1,071 794 321

2nd and 3rd years 1,011 1,228 1,610

4thand Sth years 1,696 1,305 848

More than 5 years 1,559 1,008 1,414

Total contractual cash flows 5,337 | 4,335 4,193
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25 Interest-bearing loans and borrowings(continued)

Duringthe year ended 31 March 2019,the Group enteredinto a $700 million invoice discounting facility that expiresin

2021. Under the termsofthe facility, the Group de-recognises factored receivables in accordance with IFRS 9 as there

are no recourse arrangements. :

UNDRAWN FACILITIES

As at 31 March 2019, the Group has’a fully undrawnrevolving credit facility of £1,935 million (2018: £1,935 million,

2017: £1,870 million). This facility is available in full until 2022.

26 Otherfinancialliabilities
 

 

 

 

 
   
 

 

 

 

 

2019 2018 2017

Asat 31 March Em £m Em

Current ,

Financelease obligations 3 3 2

Interest accrued 33 32 27

Derivative financial instruments 523 668 1,760

Liability for vehicles sold under a repurchase arrangement 469 479 350

Other 14 7 -

Total current otherfinancialliabilities { 1,042 1,189 2,139

Non-current ,

Finance lease obligations 28 16 5

Derivative financial instruments 281 257 1,391

Other 1 8 3

Total non-current otherfinancial liabilities 310 281 1,399

27 Provisions

2019 2018 2017
Asat 31 March —&m £m Em

Current

Product warranty 694 613 511

Legal and productliability 154 119 114

Provision for residualrisk . 9 7 7

Provision for environmentalliability 14 11 12

Other employee benefit obligations ‘ 13 8 -

Restructuring 104 - -

Total current provisions 988| 758 644

Non-current

Product warranty 1,048 980 879

Legal and productliability 43 24 47

Provisionfor residualrisk 31 28 27

Provision for environmentalliability i5 16 22

Other employee benefit obligations 3 7 13

Total non-currentprovisions 1,140 1,055 988    
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27 Provisions(continued)
 

 

 

 

Other
Legal and employee

Product product Residual Environmental benefit

Year ended warranty liability risk liability obligations Restructuring Total
31 March 2019 £m £m —m £m &m £m £m

Opening balance 1,593 143 35 27 15 - 1,813

Adjustment oninitial

application of IFRS 15* (15) ~ - - - ~ (15)

Adjusted opening

balance | 1,578 | | 143 | | 35 | 27 15 - 1,798

Provisions made

during the year 1,004 198 18 16 19 104 1,359

Provisions used

duringthe year (866) (108) (3) .(9)} bE (8) - (994)

Unused amounts

reversed in the period - (38) (10) (5) (10) - (63)

Impactofdiscounting 26 - - - - - 26

Foreign currency

translation - ? - - _ - 2                 
 

Closing balance I 11,7421 [ 197 | $ 40 | | 29 | | 16 [ [ 104 | | 2,128]

* See note 2 for details of the restatement due to changesin accounting policies.

PRODUCT WARRANTY PROVISION

The Groupoffers warranty coverin respect of manufacturing defects, which become apparent oneto five years after

purchase, dependent on the marketin which the purchase occurred and the vehicle purchased. The estimatedliability for

product warranty is recognised when products are sold or when new warranty programmesareinitiated. These estimates

are established using historical inforrnation on the nature, frequency and average cost of warranty claims and management

estimates regarding possible future warranty claims, customer goodwill and recall complaints. The discount on the warranty

provision is calculated using a risk-free discount rate as the risks specific to theliability, such asinftation, are included in the

base calculation. The timing of outflowswill vary as and when a warranty claim will arise, being typically up to five years.

LEGAL AND PRODUCT LIABILITY PROVISION

A legal and productliability provision is maintained in respect of compliance with regulations and knownlitigations that

impact the Group. The provision primarily relates to motor accident claims, consumer complaints, dealer terminations,

employment cases, personal injury claims and compliance with regulations. The timing of outflowswill vary as and

whenclaims are received and settled, which is not knownwith certainty.

RESIDUAL RISK PROVISION

In certain markets, the Groupis responsible for the residualrisk arising on vehicles sold by retailers on leasing

arrangements. The provision is based on the latest available market expectations of future residual value trends. The

timing of the outflowswill be at the end of the lease arrangements, being typically up to three years.

ENVIRONMENTAL LIABILITY PROVISION

This provision relates to various environmental remediation costs such as asbestos removal and land clean-up. The

timing of when these costs will be incurred is not known with certainty.

OTHER EMPLOYEE BENEFIT OBLIGATIONS

This provision relates to the LTIP schemefor certain employees (see note 9) and other amounts payable to employees.

RESTRUCTURING PROVISION

This provision relates to amounts payable to employees under the Group restructuring programme announced and

carried out during the year ended 31 March 2019 (note 4).



154 JAGUAR LAND ROVER AUTOMOTIVE PLC ANNUAL REPORT 2018/19

 

 

 

 

 

28 Otherliabilities

. 2019 2018 2017
As at 31 March —£m £m Em

Current

Liabilities for advances received 86 40 92

Ongoing service obligations 301 244 167

VAT 199 195 171

Othertaxes payable 53 43 38

Other 25 25 22

Totalother currentliabilities { 664 | 547 490

Non-current

Ongoing service obligations | 504 438 338

Other 17 16 24

Total other non-currentliabilities ] 521} 454 362
 

29 Capital and reserves

The holders ofordinary shares are entitled to receive dividends as declared from time to time and are entitled to one

vote per share at meetings of the Company.

 

 

 

2019 2018 2017
Asat 31 March Em £m £m

Authorised,called up and fully paid

1,500,642,163 ordinary shares of £1 each | 1,501 | 1,501 1,501

Total ordinary share capital | 1,501 | 1,502 1,501
 

The capital redemption reserve of £167 million (2018, 2017: £167 million) was created in March 2011 on the

cancellation of share capital.

30 Other reserves

The movementofreservesis as follows:

 

 

 

 

Cost of
Translation Hedging hedging Retained Total other

reserve reserve reserve earnings reserves

£m £m £m £m Em

Balanceat 1 April 2018 restated* (333) (281) (46) 8,968 8,308

Adjustmentoninitial application of IFRS 9 and
IFRS 15 (netoftax) - (29) 2 (5) (32)

Adjusted balance at 1 April 2018 } (333) | (310)' | (44y' | 8,963 | | 8,276 |

Loss for the year - - - (3,325) (3,325)

Remeasurementofdefined benefit obligation - - - (270) (270)

(Loss)/gain oneffective cash flow hedges - (813) 24 - (789)

Loss on effective cash flow hedges
of inventory ~ (161) (36) - (197)

Income tax related to items recognised in

other comprehensive income - 184 2 38 224

Cashflow hedgesreclassified to profit

and loss - 874 7 - 881

Incometax related to itemsreclassified to

profit or loss - (166) (1) - (167)

Amounts removed from hedge reserve and

recognised in inventory - (141) 19 - (122)

Income tax related to amounts removed from

hedge reserve and recognised in inventory - 27 (4) - 23

Currency translation differences (4) - - - (4)

Dividend paid - - - (225)} (225)          
 

Balance at 31 March 2019 | (337) | (506)' | (33)' | 5,181 | j 4,305|
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30 Other reserves (continued)
 

 

 

 

 

 

 

 

 

 

 

Cost of
Hedging hedging Retained Totalother

Translation reserve reserve earnings reserves
reserve restated* restated* restated* restated*

£m £m £m —&m em

Balance at 1 April 2017 (29) (2,232) (75) 7,549 4,913

Profit for the year - - - 1,112 1,112

Remeasurementofdefined benefit obligation - - - 546 546

Gain on effective cash flow hedges - 1,216 25 - 1,241

Incometax related to items recognised in

other comprehensive income - (229) (5) (89) (323)

Cash flow hedgesreclassified to profit
and loss - 1,190 11 - 1,201

Incometax related to items reclassified to

profit or loss - (226) (2) - (228)

Currency transtation differences (4) - - - (4)

Dividend paid - - - (150) (150)

Balance at 31 March 2018 (333) (281) (46) 8,968 8,308

Cost of
Hedging hedging Retained Totalother

Translation reserve reserve earnings reserves
reserve restated* restated* restated* restated*

£m &m £m &m &m

Balance at 1 April 2016 (63) (866) 4) 7,209 5,946

Profit for the year - - - 1,242 1,242

Rerneasurementofdefined benefit obligation - - - (895) (895)

Gain oneffective cash flow hedges - (2,953) (47) - (3,000)

Incometax related to items recognised in

other comprehensive income - 567 9 143 719

Cashflow hedgesreclassified to profit

and loss - 1,275 (4) - 1,271

Incometax related to itemsreclassified to
profit or loss - (255) 1 - (254)

Currency translation differences 34 - - - 34

Dividend paid - - - (150) (150)

Balance at 31 March 2017 (329) (2,232) (75) 7,549 4,913

* See note 2 for details of the restaternent due to changes in accounting policies.

31 Dividends

2019 2018 2017

Yearended 31 March Em Em —m

Dividend proposedforthe previous year paid during the year of £0.15 ) :

(2018, 2017: £0.10) per ordinary share : 225 | 150 150

Amounts recognisedas distributions to equity holders during the year to 225 : 150 150
 

Proposed dividend for the yearof Enil (2018: £0.15, 2017: £0.10) per : i

ordinary share ' -{ 225 150
 

32 Employee benefits

The Group operates defined benefit pension schemesfor qualifying employees of certain of its subsidiaries. The UK

defined benefit schemes are administered by a trustee with assetsheld in a trust that are legally separate from the

Group. The trustee of the pension schemesis required by law to act in the interest of the fund and ofall relevant

stakeholders in the schemes and is responsible for the investmentpolicy with regard to the assets of the schemes and

all other governance matters. The board of the trustee must be composed of representatives of the Group and scheme

participants in accordance with each scheme's regulations.
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32 Employee benefits (continued)

Under the schemes, the employeesare entitled to post-retirement benefits based on their length of service andsalary.

Throughits defined benefit pension schemes, the Group is exposed to a numberofrisks, the most significant of which

are detailed betow.

ASSET VOLATILITY

The schemes'liabilities are calculated using a discount rate set with reference to corporate bondyields; if the schemes’

assets underperform against these corporate bonds,this will create or increase a deficit. The defined benefit schemes

hold a significant proportion of equity-type assets, which are expected to outperform corporate bondsin the long term

although introducevolatility and risk in the short term.

The UK schemeshold a substantiallevel of index-linked gilts and otherinflation and interest rate hedging instrumentsin

order to reduce the volatility of assets compared to theliability value, although these will lead to asset value volatitity.

As the schemes mature, the Group intends to reduce thelevel of investmentrisk by investing more in assets that better

matchtheliabilities.

However, the Group believes that due to the long-term nature of the schemes’liabilities and the strengthof the

supporting group, a level of continuing equity-type investmentsis currently an appropriate element of the Group's long-

term strategy to manage the schemesefficiently.

CHANGES IN BOND YIELDS

A decrease in corporate bond yields will increase the schemes’ liabilities, although this is expected to be partially offset

by an increasein the value of the schemes’ assets,specifically the bond holdings and interest rate hedging instruments.

INFLATION RISK

Someof the Group's pension obligations are linked to inflation, and higher inflation will lead to higher liabilities (although,

in most cases, caps on thelevel ofinflationary increasesare in place to protect the schemes against highinflation).

As noted above, the schemeshold a significant proportion of assets in index-linked gilts, together with otherinflation

hedging instruments andalso assets that are more closely correlated with inflation. However, an increase in inflation

mayalso create a deficit or increase the existing deficit to some degree.

LIFE EXPECTANCY

The majority of the schemes’ obligations are to provide benefits for the life of the member, so increasesinlife

expectancywill result in an increase in the schemes'liabilities. This is particularly significant in the UK defined benefit

schemes, whereinflationary increases result in higher sensitivity to changesin life expectancy.

The following tables set out the disclosures pertaining to the retirement benefit amounts recognised in the consotidated

financial statements prepared in accordance with IAS 19:

CHANGE IN PRESENT VALUE OF DEFINED BENEFIT OBLIGATION:
 

 

 

2019 2018 2017

Year ended 31 March —m £m £m

Defined benefit obligation at beginning ofyear . 8,320 9,969 7,668

Current service cost 158 217 198

Past service cost/(credit) 42 (437) -

Interest expense 216 241 275

Actuarial (gain)/lossarising from:

Changesin demographic assumptions (49) (210) (76)

Changesin financial assumptions 544 (353) 2,335

Experience adjustments , 32 (99) (213)

Exchange differences on foreign schemes - (3) 5

Membercontributions 2 4 2

Benefits paid " (617) (988) (225)

Plan settlement - (21) -  
Defined benefit obligation at end ofyear | 8,648 8,320 9,969  

— eee oe
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32 Employee benefits (continued)

CHANGE IN PRESENT VALUE OF SCHEME ASSETS .

2019 2018 2017

Year ended 31 March &m =m —£m

Fair value of schemes’assets at beginning ofyear 7,882 8,508 7,103

Interest income 208 218° 258

Remeasurementgain/(loss) on the return of schemes’ assets, excluding

amountsincludedin interest income 257 (116) 1,149

Administrative expenses (13) (9) (9)

Exchangedifferences on foreign schemes - () 3

Employer contributions 262 287 227

Membercontributions 2 4 2

Benefits paid (617) (988) (225)

Plan settlement - (23) ~

Fair value of schemes’ assets at end of year | 7,981 i 7,882 8,508

The actual return on the schemes’ assets for the year ended 31 March 2019 was £465 million (2018: £102 million,

2017: £1,407 million). Amounts recognised in the consolidated income statement consistof:

2019 2018 2017
Yearended 31 March £m &m —m

Current service cost 158 217 198

Past service cost/(credit) 42 (437) -

Administrative expenses 13 9 9

Netinterest cost (including onerous obligations) 8 23 17

Componentsofdefined benefit cost/(income) recognisedin the | |

consolidated income statement 221 (188) 224

Amounts recognised in the consolidated statement of comprehensive incomeconsist of:

2019 2018 2017
Yearended 31 March —m Em &m

Actuarial gain/(oss) arising from:

Changesin demographic assumptions 49 210 76

Changesin financial assumptions (544) 353 (2,335)

Experience adjustments (32) 99 213

Remeasurementgain/(loss) on the return of schemes’assets, excluding

amounts includedin interest income 257 (116) 1,149

Changein onerous obligation, excluding amountsincludedin

interest expense - - 2

Remeasurement(loss)/gain on defined benefit obligation | (270)' 546 (895)

Amounts recognised in the consolidated balance sheet consist of:

2019 2018 2017

Asat 31 March £m —m £m

Presentvalue of unfunded defined benefit obligations (2) (1) (2)

Presentvalue offunded defined benefit obligations (8,646): (8,319) (3,967)

Fair value of schemes’ assets 7,981 | 7,882 8,508

Net retirement benefit obligation i (667) (438) (1,461)

Presented as non-currentliability t (667)| (438) (1,461)
 

The most recent valuations of the defined benefit schemes for accounting purposes were carried out at 31 March 2019

by a qualified independent actuary. The present value of the defined benefit liability, and the related current service

cost and past service cost, were measured using the projected unit credit method. The asset valuations are taken from

the asset custodian for each scheme.
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32 Employee benefits (continued)

The principal assumptions used in accounting for the pension schemesare set out below:

 

 

Year ended 31 March 2019 2018 2017

Discountrate 2.4% 2.7% 2.6%

Expected rate of increase in benefit revaluation ofcovered employees 2.4% 2.3% 2.3%

RPIinflation rate 3.2% 3.1% 3.2%  
For the valuation at 33 March 2019, the mortality assumptions used are the SAPS basetable, in particular S2PxA tables

and the Light table for members of the Jaguar Executive Pension Plan.

For the Jaguar Pension Plan,scaling factors of 112 per cent to 118 per cent have been used for male members and

scaling factors of 101 per cent to 112 per cent have been used for female members.

For the Land Rover Pension Scheme,scaling factors of 107 per cent to 112 per cent have been used for male members

and scaling factors of 101 per cent to 109 per cent have been used for female members.

For the Jaguar Executive Pension Plan, an average scaling factor of 94 per cent has been used for male members and an

average scaling factor of 84 per cent has been used for fernale members.

For the valuation at 31 March 2018, the mortality assumptions used are the SAPS basetable,in particular S2PxA tables

and the Light table for members of the Jaguar Executive Pension Plan.

For the Jaguar Pension Plan, scating factors of 113 per cent to 119 per cent have been used for male members and

scaling factors of 102 per cent to 114 per cent have been used for fernale members.

For the Land Rover Pension Scheme,scaling factors of 108 per cent to 113 per cent have been used for male members

and scaling factors of 102 per cent to 111 per cent have been used for female members.

For the Jaguar Executive Pension Plan, an average scaling factor of 95 per cent has been used for male members and an

average scaling factor of 85 per cent has been used for female members.

For the valuation at 31 March 2017, the mortality assumptions used are the SAPS basetable,in particular S2NxA

tables and the Light table for members of the Jaguar Executive Pension Plan. A scaling factor of 120 per cent for males

and 110 per cent for fernates has been used for the Jaguar Pension Plan, 115 per cent for males and 105 per cent

for females for the Land Rover Pension Scheme,ar 95 per cent for males and 85 per centfor fernales for the Jaguar

Executive Pension Plan.

There is an allowancefor future improvementsin line with the CMI (2018) projections and an allowancefor long-term

improvementsof 1.25 per cent per annum (2018: CMI (2017) projections with 1.25 per cent per annum improvements,

2017: CMI (2014) projections with 1.25 per cent per annum improvements).

The assumedlife expectations on retirement at age 65 are:

 

 

2019 2018 2017

As at 31 March years years years

Retiring today:
Males 21.0 21.3 21.5

Femates 23.2 23.4 24.5

Retiring in 20 years:

Males 22.4 22.5 23.3

Females 25.1 25.1 26.3
 

A past service cost of £42 million has been recognised in the year ended 31 March 2019. This reflects a plan arnendment

for certain members as part of the Group restructuring programme(see note 4) and a past service cost following a

High Courtruling in October 2018.As a result of the ruling, pension schemesare required to equalise male and female

members’ benefits for the inequalities within guaranteed minimum pension earned between 17 May 1990 and.5 April

1997. The Grouphistorically made no assumptions for guaranteed minimum pension and therefore has considered the

changeto be a plan amendment.
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32 Employee benefits (continued)

A pastservice credit of £437 million has been recognised in the year ended 31 March 2018 after the Group approved and communicated to

its defined benefit schemes’ members that the defined benefit schemes’ rules were to be amended with effect from 6 April 2017. As a result,

among other changes,future retirement benefits would be calculated each year and revalued until retirementin tine with a prescribed rate

rather than based upon a member's finat salary at retirement.

The sensitivity analysis below is based on a change in an assumption while holding all other assumptions constant.In practice, this is unlikely to

occur, and changesin some of the assumptions may be correlated. When calculating the sensitivity of the defined benefit obligationto significant

actuarial assumptions, the same method (present value of the defined benefit obligation calculated with the projected unit credit method at the

end of the reporting period) has been applied as when catculating the pension liability recognised within the consolidated balance sheet.

The methods and types of assumptions used in preparing the sensitivity analysis did not change comparedto previous periods.

 

 Assumption Change in assumption Impact on schemeliabilities Impact on service cost

Discountrate Increase/decrease by 0.25% Decrease/increase by c.£430 million Decrease/increase by £8 million

Inflation rate Increase/decrease by 0.25% Increase/decrease by c.£370 million Increase/decrease by £8 million

Mortality Increase/decrease by 1 year Increase/decrease by c.£310 million Increase/decrease by £5 million
 

The fair value of schemes’ assets is represented by the following major categories:

 

 

 

 

 

 

 

 

 

 

 

   
 

2019 2018 2017

Quoted* Unquoted Totat Quoted* Unquoted Total Quoted* Unquoted Total
Asat 31 March £m em £m % Em £m Em % £m —m Em %

Equity instruments

Information technology: 79 - 79 1% 132 - 132 2% 142 ~ 142 2%

Energy 34 - 34 126! 56 - 56 1% 61 - 61 1%

Manufacturing 58 - 58 190! 96 ~ 96 1% 104 - 104 1%

Financials 91 - 91 1%! 151 - 151 2% 164 - 164 2%

Other 251 - 251 3%! 417 - 417 5% 452 - 452 5%

{ 513 - 513 7%! 852 - 852 11% 923 - 923. 11%

Debt instruments

Government 2,509 ~ 2,509 31% 2,524 - 2,524 32% 2,929 - 2,929 34%

Corporate bonds ‘

(investment grade) 149 1,694 1,843 23%! 20 1,836 1,856 24% 20 2,071 2,091 25%

Corporate bonds |

(non-investment grade) - 613 613 8% - 584 584 7% 123 414 537 6%

| 2,658 2,307 4965 62%' 2,544 2,420 4,964 63% 3,072 2,485 5,557 65%

Property funds |

UK - 244 244 3% - 165 165 2% - 190 190 2%

Other - 229 229 3%. - 160 160 2% - 156 156 2%

| - 473 473 6%! - 325 325 4% - 346 346 4%

Cash and cash equivalents } 210 - 210 3%! 218 - 218 3% 93 - 93 1%

Other | . /

Hedge funds - 310 310 4% - 356 356 4% - 403 403 5%

Private markets 4 336 340 4%! 2 252 254 3% - 174 174 2%

Alternatives 16 810 826 10%! 470 214 684 9% 327 379 706 8%

{ 20 1,456 1,476 18%! 472 822 1,294 16% 327 956 1,283 15%

Derivatives |

Foreign exchange contracts - 16 16 - - 1 1 - - 17 17 -

Interest rate and inflation - 328 328 col - 228 228 3% - 289 289 4%

j - 344 344 4%! - 229 229° 3% - 306 306 4%

Total } 3,401 4,580 7,981 100% 4,086 3,796 7,882 100% 4415 4,093 8,508 100% 

* Quoted pricesfor identical assets orliabilities in active markets.

 



160

 

JAGUAR LAND ROVER AUTOMOTIVE PLC ANNUAL REPORT 2018/19

32 Employee benefits (continued)

As at 31 March 2019, the schemesheld Gilt Repos. The net value of these transactions is included in the value of

government bonds. The value of the funding obligation for the Repo transactionsis £1,528 million at 31 March 2019

(2018: £1,287 million, 2017: £843 million).

Thesplit of Level 1 assets is 62 per cent (2018: 71 per cent, 2017: 66 per cent), Level 2 assets 24 per cent (2018: 20 per

cent, 2017: 27 per cent) and Level 3 assets 14 per cent (2018: 9 per cent, 2017: 7 per cent). Private market holdings are

classified as Level 3 instruments. For this purpose, each element of the Repo transactionsis included separately.

Jaguar Land Rover contributes towards the UK defined benefit schemes. The 5 Aprit 2018 valuations were completed

in December 2018. As a result of these valuationsit is intended to eliminate the pension schemefunding deficits over

the 10 years to 31 March 2028. Thereis currently no additionalliability over the projected benefit obligation (based on

currentlegal advice the Group will not be required to recognise an additional obligation in the future).In line with the

schedule of contributions agreed following the 2018 statutory valuation, the current ongoing Group contribution rate

for defined benefit accrual has reduced to c.22 per cent of pensionable salaries in the UK reflecting the 2017 benefit

restructure. Deficit contributions are paid in line with the updated schedule of contributions at a rate of £60 million per

year until 31 March 2024 followed by £25 million per year until 31 March 2028.

The average duration of the benefit obligations at 31 March 2019 is 19.0 years (2018: 20.4 years, 2017: 21.6 years).

The expected net periodic pension cost for the year ended 31 March 2020 is £166 million. The Group expects to pay

£223 million to its defined benefit schemes,in total, for the year ended 31 March 2020.

DEFINED CONTRIBUTION SCHEMES

The Group's contribution to defined contribution schemesfor the year ended 31 March 2019 was £93 million (2018:

£77 million, 2017: £57 million).

33 Commitments and contingencies

In the normal course of business, the Group faces claims and assertions by various parties. The Group assesses such

claims and assertions and monitors the legal environment on an ongoing basis, with the assistance of externallegal

counsel wherever necessary. The Grouprecordsa liability for any claims where a potentialloss is probable and capable of

being estimated and discloses such mattersin its financial statements,if material. For potential losses that are considered

possible but not probable the Group provides disclosure in the consolidated financial statements but does not record a

liability unless the loss becomes probable. Such potential losses may be of an uncertain timing and/or amount.

The following is a description of claims and contingencies where a potential loss is possible but not probable.

Managementbelieves that none of the contingencies described below, eitherindividually or in aggregate, would have a

material adverse effect on the Group's financial condition, results of operations or cash flows.

LITIGATION AND PRODUCTION MATTERS

The Groupis invotved in legal proceedings, bothas plaintiff and as defendant. There are claims and potential claims of

£17 million (2018: £17 million, 2017: £7 million) against the Group that managementhas not recognised as settlement

is not considered probable. These claims and potential claims pertain to motor accident claims, consumer complaints,

employment and dealership arrangements, replacementof parts of vehicles and/or compensation for deficiency in the

services provided by the Grouporits dealers.

The Group has provided for the estimated cost of repair following the passengersafety airbag issue in the United States,

China, Canada, Korea, Australia and Japan. The Group recognises that there is a potentialrisk of further recalls in the

future; however, at present the Group has assessedthe risk as remote.

OTHER TAXES AND DUTIES

Contingencies and commitmentsinclude tax contingentliabilities of £41 million (2018: £42 million, 2017: Enil). These

mainly retate to tax audits and tax litigation claims.
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33 Commitments and contingencies (continued)

COMMITMENTS

The Group has entered into various contracts with vendors and contractors for the acquisition of plant and equipment

and variouscivil contracts of a capital nature aggregating to £1,054 million (2018: £853 million, 2017: £2,047 million)

and £20 million (2018: £15 million, 2017: £31 million) relating to the acquisition of intangible assets.

Commitments and contingenciesalso includes other contingentliabilities of £222 million (2018: £149 million, 2017:

£82 million). The timing of any outflow will vary as and whenclaimsare received and settled, which is not known

with certainty.

The remaining financialcommitments,in particular the purchase commitments and guarantees, are of a magnitude

typicalfor the industry.

Inventory of Enil (2018, 2017: Enil), trade receivables with a carrying amount of £114 million (2018: £155 million, 2017:

£179 million), property, plant and equipment with a carrying amountof Enil (2018, 2017: Enil) and restricted cash with a

carrying amountof Enil (2018, 2017: Enil) are pledged as collaterai/security against the borrowings and commitments.

Stipulated within the joint venture agreement for Chery Jaguar Land Rover Automotive Co.Ltd. is a commitmentfor the

Groupto contribute a total of CNY 3,500 mittion of capital, of which CNY 2,875 million has been contributed as at

31 March 2019. The outstanding commitment of CNY 625 million translates to £71 million at 31 March 2019 exchangerate.

The Group's share of capital commitmentsofits joint venture at 31 March 2019 is £151 million (2018: £159 million,

2017: £171 million) and contingentliabilities ofits joint venture 31 March 2019 is Enil (2018: £1 million, 2017: £3 million).

34 Capital management

The Group’s objectives when managing capital are to ensure the going concern operationofall subsidiary companies

within the Group and to maintain an efficient capital structure to support ongoing and future operations of the Group

and to meet shareholder expectations.

The Group issues debt,primarily in the form of bonds, to meet anticipated funding requirements and maintain sufficient

liquidity. The Group also maintains certain undrawn committed credit facilities to provide additional liquidity. These

borrowings, together with cash generated from operations, are loaned internally or contributed as equity to certain

subsidiaries as required. Surplus cash in subsidiaries is pooled (where practicable) and invested to satisfy security,

liquidity and yield requirements.

The capital structure and funding requirements are regularly monitored by the JLR ple Board to ensure sufficient

liquidity is maintained by the Group.All debt issuance and capital distributions are approved by the JLR ple Board.

The following table summarises the capitat of the Group:

 

 

 

 

 

2018

2019 restated* 2017
Asat 31 March £m Em £m

Short-term debt | 884 | 655 181

Long-term debt \ 3,627 © 3,076 3,400

Total debt** : 4511 | 3,731 3,581
Equity attributable to shareholders \ 5,973 9,976 6,581

Total capital ‘ 10,484 ; 13,707 10,162
 

* See note 2 for details of the restatement due to changesin accounting policies.

** Total debt includesfinance lease obligations of £31 million (2018: £19 million, 2017: £7 million).
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35 Financial instruments

This section gives an overview of the significance of financial instruments for the Group and provides additional

information on balance sheet iterns that contain financial instruments.

The details of significant accounting policies, including the criteria for recognition, the basis of measurement and the

basis on which income and expensesare recognised, in respect of eachclass of financial asset, financial liability and

equity instrument,are disclosed in note 2.

(A) FINANCIAL ASSETS AND LIABILITIES

The following table shows the carrying amounts and fair value of each category offinancial assets andliabilities as at

31 March 2019 underIFRS 9:

 

 

 

 

 

Fair valuethrough profit and loss

Amortised

cost and Derivatives Derivatives

other and otherfinancial other than

financial instruments in inhedging Total Total

liabilities hedging relationship relationship carrying value fair value

—m —m —m Em £m

Short-term deposits and other investments 1,028 | - - 1,028 1,028

Otherfinancial assets — current vel 102 31 314 314

Otherfinancial assets — non-current 116 43 di 170 170

Totalfinancial assets t 1,325} { 145] | 42|{ 1,512] ] 1,512]

Short-term borrowings 113 768 - 881 877

Long-term borrowings* 3,599 - - 3,599 3,245

Otherfinancialliabilities - current 519 426 97 1,042 1,042

Otherfinancialtiabitities - non-current 29 266 15 310 310

Totalfinancial!liabilities { 4,260{ | 1,460 | | 112] | 5,832} | 5,474|
 

* Included in the long-term borrowings shownin other financialliabilities is £813 million that is designated as the hedgeditem in a fair
value hedge relationship. Included within this figure is £5 million of fair value adjustments as a result of the hedgerelationship.

The following table shows the carrying amounts and fair value of each category of financial assets andliabilities as at

31 March 2018 underIAS 39:

 

 
 

 

 

 

Loans and Derivatives

receivables and otherfinancial Fair value
and other instruments through Total Total

Heldto financial inhedging profit carrying fair
maturity liabilities relationship and loss value value

—m Em £m £m Em =m

Short-term deposits and other investments 36 1,995 - - 2,031 2,033

Otherfinancial assets - non-current - 230 185 79 494 494

Otherfinancial assets — non-current - 128 266 20 414 414

Total financial assets 36 2,353 451 99 2,939 2,939

Short-term borrowings 652 498 - 1,150 1,155

Long-term borrowings* 1,850 712 - 2,562 2,590

Otherfinancialliabilities — current 521 585 83 1,189 1,189

Otherfinancialliabilities — non-current 24 250 7 281 281

Totalfinancialliabilities 3,047 2,045 90 $5,182 5,215
 

* Includedin the long-term borrowings shownin other financialliabilities is £342 miltion that is designated as the hedged item in a fair
value hedgerelationship. Included within this figure is £10 million of fair value adjustments as a result of the hedge relationship.

The 2018 comparative balances have been represented,in order to fully reflect the maturity of borrowings designatedin a
hedging relationship.
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The following table shows the carrying amounts andfair value of each category of financial assets and liabilities as at

31 March 2017 underIAS 39:

 

 

 

 

 

Loans and Derivatives Fairvalue

receivables and and otherfinancial through Total Totat

otherfinancial —_instrumentsincash flow profit carrying fair

liabilities hedging relationship andloss value vatue

£m Em £m Em Em

Otherfinancial assets - current 49 133 36 218 218

Otherfinancial assets — non-current 15 205 50 270 270

Total financial assets 64 338 86 488 488

Short-term borrowings 179 - - 179 179

Long-term borrowings 2,432 963 - 3,395 3,489

Otherfinancialliabilities - current 379 1,517 243 .2,139 2,139

Otherfinancialliabilities - non-current 8 1,379 12 1,399 1,399

Totalfinancialliabilities 2,998 3,859 25S 7,112 7,206
 

Offsetting

Certain financial assets and financial liabilities are subject to offsetting where there is currently a legally enforceable

right to set off recognised amounts and the Group intendsto either settle on a net basis or to realise the asset and

settle the liability simultaneously.

Derivative financial assets and financial liabilities are subject to master netting arrangements wherebyin the case of

insolvency, derivative financial assets and financial liabilities can be settled on a net basis.

The following table discloses the amounts that have beenoffsetin arriving at the consolidated balance sheet

presentation and the amountsthat are available for offset only under certain conditions as at 31 March 2019:

 

 

 

 

 

Amounts subject toa master
netting arrangement

Gross amount of Net amount

recognised set presented in Cash collateral Net amount

Grossamount offinthe batance the balance Financial (received)/ after
recognised sheet sheet instruments pledged offsetting

Em Em Em £m £m £m

Financial assets |

Derivative financial assets 187 - 187 (187) - -

Cash and cash equivalents 3,175 (428) | 2,747 - ~ 2,747

{3,362 } | (428) i] 2,934 | | (187)} | -|1L_ 2,747 |
Financialliabilities

Derivative financialliabilities 804 - 804 (187) - 617

Short-term borrowings 1,309 (428) 881 - - 881

| 24213 || (428) j{{ —_a6as | (187)| 4 -|l{t 1,498 |
 

The following table discloses the amounts that have been offsetin arriving at the consolidated balance sheet

presentation and the amounts that are available for offset only under certain conditions as at 31 March 2018:

      Amounts subject toa master

nettingarrangement

Grossamount Net amount

of recognised presented in Cashcollateral Net amount

Gross amount set off inthe the balance Financial (received)/ after

recognised batance sheet sheet instruments pledged offsetting
Em £m Em Em £m £m

Financial assets

Derivative financialassets , 550 - 550 (531) - 19

Cash and cash equivalents 2,806 (180) 2,626 - - 2,626

3,356 (180) 3,176 (531) - 2,645

Financialliabilities

Derivative financialliabilities 925 - 925 (531) - 394

Short-term borrowings 832 (180) 652 - - 652

1,787 (180) 1,577 (531) - 1,046
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35 Financial instruments (continued)

The following table discloses the amounts that have beenoffsetin arriving at the consolidated balance sheet

presentation and the amounts that are available for offset only under certain conditions as at 31 March 2017:

 

 

 

 

 

Amounts subject toa master
netting arrangement

Gross amount Net amount
of recognised presented in Cashcollateral Net amount

Grossamount set offinthe the balance Financial (received)/ after
recognised balance sheet sheet instruments pledged offsetting

£m £m £m £m £m £m

Financial assets

Derivative financial assets 424 - 424 (419) - 5

Cash and cash equivalents 2,909 GB) 2,878 - - 2,878

3,333 (31) 3,302 (419) - 2,883

Financial liabilities

Derivative financialliabilities 3,151 - 3,151 (419) - 2,732

Short-term borrowings 210 (32) 179 - - 179

3,361 (31) 3,330 (419) - 2,911
 

Fair value hierarchy

Financial instruments held at fair value are required to be measured by reference to the following levels:

« Quoted prices in an active market (Level 1): this level of hierarchy includes financial instruments that are measured by

reference to quoted prices (unadjusted) in active marketsfor identical assetsorliabilities;

Valuation techniques with observable inputs (Level 2): this level of hierarchy includes financial assets andliabilities

measured using inputs other than quotedprices included within Level 1 that are observable for the assetorliability,

either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

» Valuation techniques with significant unobservable inputs (Level 3): this level of hierarchy includes financial assets

and liabilities measured using inputs that are not based on observable market data (unobservable inputs). Fair values

are determined in whole or in part using a valuation model based on assumptionsthat are neither supported byprices

from observable current market transactions in the same instrument nor based on available market data.

Ofthe financial assets held at 31 March 2019 andclassified as Level 3, 91 per cent (2018: 97 per cent, 2017: 100 per

cent) were valued using recent transaction values and 9 per cent (2018: 3 per cent, 2017: nil per cent) were valued

using an alternative technique.

Recent transaction values

The pricing of recent investment transactions is the main input of valuations performed by the Group. The Group's

policy is to use observable market data where possiblefor its valuations and, in the absence of portfolio company

earnings or revenue to compare, or of relevant comparable businesses’ data, recent transaction prices represent the

mostreliable observable inputs.

Alternative valuation methodologies

Alternative valuation methodologies are used by the Groupfor reasons specific to individual assets. At 31 March 2019,

the alternative technique used wasnet asset value, representing 100 per centof alternatively valued assets.

There has been no changein the valuation techniques adoptedin either current or prior financial years as presented.

The investmentin Lyft, Inc. (note 15) has transferred from Level 3 to Level 1 as a result of the Lyft,inc. initial public

offering on 29 March 2019. There were no transfers between fair value levels in prior financial years.

The financial instruments that are measured subsequenttoinitial recognition atfair value are classified as Level 2

fair value measurements,as defined by IFRS 13, being those derived from inputs other than quoted prices that are

observable. These valuation techniques maximise the use of observable market data whereit is available and rely aslittle

as possible on entity-specific estimates. Fair values of forward derivative financial assets andliabilities are estimated

by discounting expected future contractual cash flows using prevailing market interest rate curves from Reuters.

Commodity swap contractsare similarly fair valued by discounting expected future contractual cash flows. Option

contracts on foreign currency are entered into on a zero cost collar basis andfair value estimates are calculated from

standard Black-Scholes options pricing methodology, using prevailing market interest rates and volatilities. The estimate

of fair values for cross-currency swapsis calculated using discounted estimated future cashflows. Estimates of the

future floating-rate cash flows are based on quoted swaprates, future prices and interbank borrowing rates (“LIBOR’).

Additionally, a credit valuation adjustment/debit value adjustmentis taken on derivative financial assets andliabilities

andis calculated by discounting the fair value gain or loss on the financial derivative using credit default swap (“CDS”)

prices quoted for the counterparty or Jaguar Land Rover respectively. CDS prices are obtained from Reuters.
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The long-term borrowingsare held at amortised cost. Their fair value of the EURO MTFlisted debt for disclosure

purposesis determined using Level 1 valuation techniques, based on the closing price as at 31 March 2019 on the

Luxembourg Stock Exchange multilateral trading facility (‘EURO MTF”) market,for unsecured listed bonds. For bank

loans, Level 2 valuation techniques are used.

Fair values of cash and cash equivalents, short-term deposits, trade receivables and payables, short-term borrowings

other than unsecuredlisted bonds and otherfinancial assets andliabilities (Current and non-current excluding

derivatives) are assumed to approximate to cost due to the short-term maturing of the instruments and as the impact

of discounting is not significant.

Otherinvestments that are not equity accounted for are recognised at fair value. Where there is an active quoted

market, the fair value is determined using Level 1 vatuation techniques, based on the closing price at year end. The

valuation as at 31 March 2019 is £46 million (2018 and 2017:Enil). Where there is no active quoted market,thefair

values have been determined using Level 3 valuation techniques and the closing valuation as at 31 March 2019is

£23 million (2018: £28 million, 2017: £1 mittion). The fair value gain recognised in the consolidated income statement

for the Level 3 investments for the year ended 31 March 2019is £2 million (2018: £2 million, 2017: Enil).

Managementusesits best judgementin estimating thefair value of its financial instruments. However, there are

inherent limitations in any estimation technique. Therefore, for substantially all financial instruments, the fair value

estimates presented above are not necessarily indicative of all the amounts that the Group could haverealised ina

sales transaction as of the respective dates. The estimated fair value amounts as at 31 March 2019, 2018 and 2017

have been measured as at the respective dates. As such, the fair values of these financial instruments subsequent to

the respective reporting dates may be different from the amounts reported at each year end.

(8) FINANCIAL RISK MANAGEMENT

The Groupis exposed to foreign currency exchange rate, commodityprice,interest rate, liquidity and credit risks. The

Group has a risk management frameworkin place, which monitors all of these risks as discussed below. This frammework

is approved by the JLR pic Board.

FOREIGN CURRENCY EXCHANGE RATE RISK

The fluctuationin foreign currency exchange rates may have a potential impact on the consolidated income statement,

the consolidated statement of comprehensive income, the consolidated balance sheet, the consolidated statement

of changesin equity and the consolidated cash flow statement, where any transaction references more than one

currency or where assets/liabilities are denominated in a currency other than the functional currency of the respective

consolidated entities.

Considering the countries and economic environment in which the Group operates, its operations are subject to risks

arising from fluctuations in exchange rates in those countries. The risks primarily relate to fluctuations in US Dollar,

Chinese Yuan and Euro against the functionat currency of the Companyandits subsidiaries.

Foreign exchangerisk on future transactions is mitigated through the use of derivative contracts. The Group is also

exposedto fluctuations in exchange rates that impact the valuation of foreign currency denominated assets and

liabilities of its National Sales Companies and also foreign currency denominated balances on the Group's consolidated

balance sheet at each reporting period end.In addition to the derivatives designated in hedging relationships as detailed

in section (C), the Group enters into foreign currency contracts as economic hedges of recognised foreign currency debt.

The following table sets forth information relating to foreign currency exposure as at 31 March 2019:

 

 

 

 

 

Chinese
US Dollar Yuan Euro Others*

£m Em £m Em

Financial assets 2,383| | 219; | 1,377 327
Financial liabilities (3,349)! 24) | (3,524) (385)

Netexposureliability (966)| (205)! | (2,147) (58)!

10% appreciation/depreciation of
the currency would result in additional (loss)/gain: .

In other comprehensive income (76)/76 - - n/a

Inthe consolidated income staternent i (21)/21 (21)/21 (215)/215 n/a      
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35 Financial instruments (continued)

The following table sets forth informationrelating to foreign currency exposure as at 31 March 2018:

 

 

 

 

Chinese
US Dollar Yuan Euro Others*

Em £m £m £m

Financial assets 1,315 540 1,372 478

Financialtiabilities (3,044) (580) (3,344) (421)

Net exposure(liability)/asset (1,729) (40) (1,972) 57

10% appreciation/depreciation of

the currency would result in additional (loss)/gain:

In other comprehensive income (117)/117 - - n/a

Inthe consolidated income statement** (52)/S2 (4)/4 (197)/197 n/a
 

The following table sets forth information relating to foreign currency exposure as at 31 March 2017:

 

 

 

 

Chinese
USDollar Yuan Euro Others*

Em —m Em £m

Financial assets 1,122 490 1,135 405

Financialliabilities (2,893) (415) (2,598) (356)

Net exposure(liability)/asset (1,771) 75 (1,463) 49

10% appreciation/depreciation of

the currency would result in additional (loss)/gain:

In other comprehensive income** (132)/132 - - n/a

Inthe consolidated income statement** (45)/45 8/(8) (146)/146 n/a
 

* Others include Japanese Yen, Russian Rouble, Singapore Dollar, Swiss Franc, Australian Dollar, South African Rand, Thai Baht,
Korean Wonetc.

** See note 2 for details of the restaternent due to changes in accounting policies.

COMMODITY PRICE RISK

The Groupis exposed to commodity price risk arising from the purchase of certain raw materials such as aluminium,

copper, platinum and palladium.This risk is mitigated through the use ofderivative contracts and fixed-price contracts

with suppliers. The derivative contracts are not hedge accounted underIFRS 9 but are instead measured at fair value

throughprofit or loss.

Thetotalfair value gain on commodities of £9 million (2018: £28 million, 2017: £106 million) has been recognised in

“Other income”in the consolidated income statement. The arnounts reported do not reflect the purchasing benefits

received by the Group (which are included within “Material and other cost of sales’).

A 10 per cent appreciation/depreciation of all commodity prices underlying such contracts would have resulted ina

gain/loss of £53 million (2018: £50 million, 2017: £57 million).

INTEREST RATE RISK

Interest rate risk is the risk that changes in market interest rates will lead to changesin interest income and expense for

the Group.

In addition to issuing long-term fixed-rate bonds, the Group has otherfacilities in place that are primarily used to

finance working capital and are subject to variable interest rates. When undertaking a new debtissuance, the JLR

ple Board will consider the fixed/floating interest rate mix of the Group, the outlook for future interest rates and the

appetite for certainty of funding costs.

The Group uses cross-currency interest rate swaps to convert someofits issued debt from foreign denominated fixed-

rate debt to GBP floating-rate debt. The derivative instruments and the foreign currencyfixed-rate debt are designated

in fair value and cash flow hedging relationships. As at 31 March 2019,the carrying amountof these derivative

instruments wasa liability of £4 million (2018: £29 million, 2017: Enil). Further detail is given in section (C) below.
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The risk estimates provided assume a parallel shift of 100 basis points interest rate acrossall yield curves. This

calculation also assumes that the change occurs at the balance sheet date and has been calculated based onrisk

exposures outstanding as at that date. The year-end balancesare not necessarily representative of the average debt

outstanding during the year.

As at 31 March 2019, short-term borrowings of £114 million (2018: £155 million, 2017: £179 million) and long-term

borrowings of £768 million (2018: Enil, 2017: Enil) were subject to a variable interest rate. An increase/decrease of 100

basis pointsin interest rates at the balance sheet date woutd result in an impact of £9 million (2018, 2017: £2 million) in

the consolidated income statement and Enil (2018, 2017: Enil) in other comprehensive income.

The Group's sensitivity to interest rates has increased during the current year mainly due to the increasein variable-rate

debt instruments.

LIQUIDITY RISK

Liquidity risk is the risk that the Group will not be able to meetits financial obligations as they fail due.

The Group's policy on liquidity risk is to maintain sufficient liquidity in the form of cash and undrawn borrowingfacilities

to meet the Group's operating requirements with an appropriate level of headroom.

The following are the undiscounted contractual maturities of financialliabilities, including estimated interest payments:

 

 

 

 

 

 

 

 

Carrying Contractual 1year 1to 2to 5 years
amount cash flows orless <2 years <5 years and over

As at 31 March 2019 Em £m £m £m —m £m

Financiatliabilities

Long-term borrowings 3,599 5,186 946 449 2,232 1,559

Short-term borrowings 881 881 881 - - -

Finance lease obligations 31 62 7 7 15 33

Otherfinancialliabilities $17 554 527 12 15 -

Accounts payable 7,083 7,083 7,083 - - -

Derivative financial instruments 804 1,076 592 313 144 27

Total contractual maturities } 12,915] ] 14,842[} 10,036] | 7a1|{ 2,406] / 1,619]

Carrying Contractual 1 year 1to 2to 5 years
amount cash flows orless <2 years <5 years and over

Asat 31 March 2018 Em gm £m &m Em Em

Financialliabilities

Long-term borrowings 3,060 3,638 120 824 1,686 1,008

Short-term borrowings 652 668 668 - - -

Financeleaseobligations 19 32 6 4 11 11

Otherfinancialliabilities 526 555 525 15 15 -

Accounts payable 7,614 7,614 7,614 - - -

Derivative financial instrurnents 925 1,207 748 322 124 13

Total contractual maturities 12,796 13,714 9,681 1,165 1,836 1,032

Carrying Contractual iyear 1to 2to 5 years
amount cash flows orless <2 years <S years and over

Asat 31 March 2017 —m £m £m £m —m £m

Financialliabilities

Long-term borrowings 3,395 3,982 133 687 1,748 1,414

Short-term borrowings 179 179 179 - - -

Financelease obligations 7 11 2 2 2 5

Otherfinancial liabilities 380 386 360 13 13 -

Accounts payable 6,508 6,508 6,508 - ~ -

Derivativefinancial instruments 3,151 3,992 1,950 1,294 748 -
 

Total contractual maturities 13,620 15,058 9,132 1,996 2,511 1,419
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35 Financial instruments(continued)

CREDIT RISK

Credit risk is the risk of financial loss to the Groupif a counterparty to a financial instrumentfails to meet its contractual obligation. The majority

of the Group's credit risk pertains to the risk of financialloss arising from counterparty default on cash investments.

The carrying amountoffinancial assets represents the maximum credit exposure. Noneofthe financial instruments of the Groupresult in

material concentrations of credit risks.

All Group cashis invested according to strict credit criteria and actively monitored by Group Treasury in conjunction with the current market

valuation of derivative contracts. To support this, the JLR ple Board has implemented an investmentpolicy that places limits on the maximum

cash investment that can be made with any single counterparty depending on their published externalcredit rating.

To a tesser extent the Group has an exposure to counterparties on trade receivables and other financial assets. The Group seeks to mitigate

credit risk on sales to third parties through the use of paymentat the pointof delivery, credit limits, credit insurance and letters of credit from

banks that meetinternal rating criteria.

FINANCIAL ASSETS

Noneof the Group's cash equivalents,including term deposits with banks, are past due or impaired. Regarding otherfinancial assets that

are neither past due nor impaired, there were no indications as at 31 March 2019 (2018 and 2017:no indications) that defaults in payment

obligations will occur.

The Group has reviewed trade and other receivables not yet due and not impaired and no material issues have been identified. Trade and other

receivables past due and impaired are set out below:

 

 

 
 

2019 2018 2017
2019 2019 expected 2018 2018 expected 2017 2017 expected
gross impairment loss rate gross impairment toss rate gross impairment loss rate

Asat 31 March &m em Em —m —&m £m

Not yet due 1,190 1} -%!| 1,413 2 =% 1,185 - -%

Overdue <3 months 173 - -% 216 - -% 92 4 4%

Overdue 3-6 months 3 - -% 1 1 100% 1 1 100%

Overdue >6 months 14 11 79% 48 47 98% 57 55 97%

Totat | 1,380 | | 12] | | 1,678 50 1,335 60
 

included within trade receivables is £114 million (2018: £155 million, 2017: £179 million) of receivables that are part of a debt factoring

arrangement. These assets do not qualify for de-recognition due to the recourse arrangementsin place. The related liability of £114 million

(2018: £155 million, 2017: £179 million) is in short-term borrowings. Both the asset and associatedliability are classified in amortised cost and

otherfinancialliabilities respectively. ,

(C) DERIVATIVES AND HEDGE ACCOUNTING

The Group’s operationsgive rise to revenue, raw material purchases and borrowingsin currencies other than the Group's presentation currency

of GBP The Groupforecasts these transactions over the medium term and entersinto derivative contracts to mitigate the resulting foreign

currency exchangerisk, interest rate risk and commodity price risk. The Group's risk managementstrategy allows for hedge accounting when

the derivatives meet the hedge accounting criteria as set out in IFRS 9 as well as the Group's risk management objectives.

Commodity derivatives are not hedge accounted. Foreign currency forward contracts,foreign currency options and foreign currency denominated

borrowings may be designated as hedging instruments in a cash flow hedgerelationship against forecast foreign currency transactions to mitigate

foreign currency exchangerisk associated with those transactions.In addition, the Group uses cross-currencyinterest rate swaps to hedgeits

foreign currency exchangerisk associated with recognised long-term borrowings. These instruments are designated in both cash flow andfair value

hedging relationships.

In all cases the Group uses a hedgeratio of 1:1. The critical terms of the derivative contracts are aligned with those of the hedged item. The

Group allows a maximum hedging term offive years for forecast transactions. The Group's risk managementpolicy allows for decreasinglevels

of hedging as the forecasting horizon increases.
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35 Financial instruments(continued)

A 10 per cent depreciation/appreciation in Sterling against the foreign currency underlying contracts within the

Group's derivative portfolio that are sensitive to changesin foreign exchange rates (excluding US Dollar bonds

designated in a cash flow hedging relationship) would have resulted in the approximate additional (loss)/gain shown

in the following table:

 

 

 

2018 2017
2019 restated* restated*

Asat 31 March £m £m Em

10%depreciation in Sterling against the foreign currency:

In other comprehensive income (273) (908) (1,602)

In the consolidated income statement 109 116 34

10% appreciation in Sterling against the foreign currency:

In other comprehensive income 244 773 1,613

Inthe consolidated income statement , (75) (95) B4)
 

* See note for details of the restaternent due to changes in accounting policies.

The following table sets out the change in the Group's exposure to interest rate risk as a result of cross-currencyinterest

rate swaps:

 

 

Foreign currency Reporting currency
averageinterest rate averageinterest rate

2019 2018 2017 2019 2018 2017
Outstanding contracts % % % % % %

Cross~currencyinterest rate swaps

Less than one year - - - - - -

Between one and five years - - - - ~ -

LIBOR + LIBOR +
More thanfive years 4.500 | 4.500 n/a _ 3.235 2.033 n/a 

The following table shows the impact that would resuit from an increase/decrease of 100 basis pointsin interest rates

at the balance sheet date:

 

 

 

2019 2018 2017
As at 31 March —&m £m £m

10%depreciationin interestrates: |

In the consolidated income statement (5)} - (58)

10%appreciationin interestrates: |

In the consolidated income statement 19 1 57 
 

CASH FLOW HEDGES

The Group usesforeign currency options, foreign currency forward contracts and recognised foreign currency

borrowings as the hedging instrument in cash flow hedgerelationships of hedged sates and purchases. The time

value of options and the foreign currency basis spread offoreign exchange forward contracts are excluded from the

hedge relationship and are recognised in other comprehensive income as a cost of hedging to the extent they relate

to the hedged item (the aligned value). Additionally, the Group uses cross-currency interest rate swaps as the hedging

instrument of the foreign exchange risk of recognised foreign currency borrowings.

Changesin thefair value of foreign currency contracts,to the extent determined to be an effective cash flow hedge,are

recognised in the consolidated statement of comprehensive income, and the ineffective portionofthefair value change

is recognised in the consolidated income statement. There is not generally expected to be significant ineffectiveness

from cash flow hedges.

It is anticipated that the hedgedsales will take place over the next oneto five years, at which time the amount deferred

in equity will be reclassified to revenuein profit and loss.

It is anticipated that the hedged purchaseswill take place over the next one to five years, at which time the amount deferred

in equity will be included in the carrying amountof the raw materials. On sale of the finished product, the amount previously

deferred in equity and subsequently recognisedin inventory will be reclassified to cost of goodssoldin profit or loss.
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The foreign currency borrowings designated as the hedged item mature in January 2026 and October 2027, at which time the amount deferred

in equity will be reclassified to profit andloss.

The table below sets out the timing profile of the hedge accounted derivatives:

 

 

 

 

 

 

 

As at 31 March Averagestrike rate Nominal amounts Carrying value assets/(tiabilities)

. 2019 2018 2017 2019 2018 2017 2019 2018 2017
Outstanding contracts Em £m £m €m £m £m

Cashflow hedgesofforeign

exchangerisk on forecast

transactions

Derivative instruments

Selt-USD

Less than one year 0.6756 0.6483 0.6509 1,584 2,257 3,468 (187) (178) (711)

Between one and five years 0.6989 0.6771 0.6624 1,945 2,988 5,531 (114) (55) (911)

Sell -— Chinese Yuan

Less than one year 0.1054 0.1018 0.0999 2,132 ° 2,984 3,467 (153) (300) (483)

Between one andfive years 0.1075 0.1051 0.1020 1,299 2,582 4,143 (43) (83) (259)

Buy ~ Euro

Less than one year 0.8823 0.8521 0.8276 3,609 2,568 2,492 14 140 120

Between oneandfive years 0.9192 0.8994 0.8630 4,030 4,490 4,459 (73) 143 177

Other currencies

Less than one year 0.0024 0.0020 0.0021 1,800 1,748 1,694 2 (62) (310)

Between one and five years 0.0044 0.0033 0.0027 882 1,560 1,829 11 40 (181)

17,281 21,177. 27,083 (543) (355) (2,558)

Debt instruments

USD

Less than one year 0.7358 0.6727 - 736 471 - (768) (498) -

Between one andfive years - 0.7358 0.6727 - 736 807 - (712) (963)

736 1,207 807 (768) (1,210) (963)

Hedgesofforeign exchangerisk

on recognised debt

Cross-currencyinterest

rate swaps

USD

Less than one year - - - - - - - - -

Between one andfive years ~ - - - - - - - -

More thanfive years 0.7592 0.7592 - 380 380 - 11 (29) -

EUR

Less than one year - - - - - - - - -

Between one andfive years - - - - - - - ~ -

More thanfive years 0.8912 - - 446 - - (15) - -

826 380 - (4) (29) -
 

The USD debtinstrument used as a hedging instrurnent shownin the less than one year category above hedges someperiods that are between

one and five years. As the instrumentitself matures within one year, the total amount has been shownin less than one year. The amounts

hedging revenue between oneandfive years are £359 million (2018: £204 million, 2017: Enil).
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Theline itemsin the consolidated balance sheet that include the above derivative instruments are “Other financial

assets” and “Otherfinancialliabilities’. The US denominated debt designated as a hedging instrumentis included in

“Borrowings”. The foltowing table sets out the effect of the Group's cash flow hedgesonthefinancial position of the Group:

 

 

 

 

. 2019 2018 2017
Asat 31 March £m £m —m

Loss accumulated in the Hedging reserverelating to exposure on *

anticipated future revenue transactions (580) (636) (3,085)

(Loss)/gain accumulatedin the Hedging reserverelating to exposure on

anticipated future purchase transactions (43) 294 332

Loss accumulated in the Hedging reserverelating to exposure on debt - (4) -

Loss accumulated in Hedging reserve (623); (346) (2,753)

Ofwhich:

Lossrelating to continuing hedges (575) (307) (2,590)

Loss relating to hedges where hedge accounting is no longer applied (48) (39) (163)

Loss accumulated in the Cost of hedging reserverelating to exposure on

anticipated future revenue transactions (16) (48) (63)

Loss accumulated in the Cost of hedging reserverelating to exposure on

anticipated future purchase transactions (26) (12) (29)

Gain accumulated in the Cost of hedging reserve relating to exposure on debt 2 3 _

Loss accumulated in the Cost of hedging reserve (40): (57) (92)

Of which:

Lossrelating to continuing hedges (41) (53) (90)

Gain/(loss) relating to hedges where hedge accounting is no longer applied 1 (4) (2)  
 

The following table sets out the effect of the Group’s cash flow hedgesonthe financial performance of the Group:

 

 

 

 

  

2019 2018 2017

Year ended 31 March £m &m Em

Fair value (toss)/gain of foreign currency derivative contracts recognised

in Hedging reserve (876) 1,075 (2,803)

Fair value (loss)/gain offoreign currency bonds recognisedin

Hedging reserve (103) 145 (150)

Fair value gain/(loss) ofderivatives hedging foreign currency bonds

recognised in Hedging reserve 5 (4) -

(Loss)/gain recognised in Other comprehensive incomein the year (974)' 1,216 (2,953)

Fair value (loss)/gain of foreign currency derivative contracts recognised in

the Cost of hedging reserve (lb 22 (47)

Fair value (loss)/gain of derivatives hedging foreign currency bonds

recognisedin the Cost of hedging reserve ()) 3 -

(Loss)/gain recognised in Other comprehensive incomein the year (12), 25 (47)

Net (loss)/gain in the hedged item used for assessing hedge effectiveness (202) 2,195 (1,402)

(Loss)/gain released from the Hedging reserverelating to forecast

transactionsthat are no longer expected to occur (12) 7 (42)

Gain released from the Cost of hedging reserve relating to forecast
transactions that are no longer expected to occur 1 - -

Loss on derivatives not hedge accounted,recognised in “Foreign exchange

(loss)/gain and fair value adjustments’ inthe consolidated income statement . (18) (4) (53)
 

No ineffectiveness was recognised in the consolidated income statementin the year ended 31 March 2019, 2018 or

2017 in respect of cash flow hedges.
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35 Financial instruments(continued)

FAIR VALUE HEDGES

The Group uses cross-currency interest rate swaps as the hedging instrumentin a fair value hedge of foreign exchange

andinterest rate risks of foreign currency denominated debt. The derivatives convert foreign currency USDfixed-rate

borrowings to GBPfloating-rate debt.

Changesin the fair value of foreign currency contracts that are designatedin fair value hedging relationships are

recognised in the consolidated income statement. Changesin thefair value of the underlying hedged itern (long-term

borrowings) for the hedgedrisks are recognised in the same income statementline.

Thefair value of the cross-currency interest rate swaps included in “Derivatives and otherfinancial instrumentsin

hedging relationship” in section (A) are as follows:

 

 

 

 

 
 

2019 2018 2017

Asat 31 March —m £m Em

Otherfinancial assets — non-current { 11] ~ -

Total financial assets 11! - -

Otherfinancialliabilities - non-current { qa 5)I (29) -

Totalfinancialliabilities } (15)! (29) -
 

The following amounts have been recognised in the consolidated income statementin the years ended 31 March 2019,

2018 and 2017:

 

 

  
  

 

 

 

 

 

2019 2018 2017
During year to 31 March £m £m Em

Net change in the hedgeditem used for assessing hedge effectiveness,

taken to the consolidated income statementin “Foreign exchange(loss)/

gain andfair value adjustments” (29) 34 -

Fair value changesin the derivative instrumentsusedin assessing hedge
effectiveness, taken to the consolidated income statementin “Foreign

exchange(loss)/gain and fair value adjustments” 22 (27) -

Ineffectiveness recognisedin the consolidated income statementin

“Foreign exchange(loss)/gain and fair value adjustments” (7): 7 -

36 Leases

LEASE AS ALESSEE

The future minimum non-cancellable finance lease rentals are payable as follows:

2019 2018 2017
As at 31 March Em £m Em

Less than one year 7 6 2

Between one and five years 22 15 4

More thanfive years 33 11 5

Total lease payments 62 | 32 11

Less future finance charges 3} (13) (4)

Presentvalue of lease obligations 31 19 7   
The aboveleasesrelate to amounts payable under the minimum lease payments on plant and equipment. The carrying

vatue of these assets as at 31 March 2019 was £28 million (2018: £21 million, 2017: £7 million). The Group leased

certain of its manufacturing equipment under finance leases that mature between 2019 and 2048. The Groupwill take

ownershipofall assets held under finance lease at the end of the lease term.
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The future minimum non-cancellable operating lease rentals are payable as follows:

2019 2018 2017
As at 31 March £m —m £m

Less than one year 115 91 75

Between one andfive years 272 224 209

More thanfive years 239 238 164

Total lease payments 626 553 448

The Group leases a numberofbuildings, plant and equipment and IT hardware and software under operating leases,

certain of which have a renewal and/or purchase option in the normal course of business.

LEASE AS ALESSOR

The future minimum lease receipts under non-cancellable operating leases are as follows:

" 2019 2018 2017
Asat 31 March £m £m Em

Less than one year 5 2 -

Between oneandfive years 2 2 1

More thanfive years 9 9 10

Total lease payments 16 16 11

37 Segmentalreporting

Operating segments are defined as components of the Group about which separatefinancial informationis available

that is evaluated regularly by the chief operating decision-maker, or decision-making group, in deciding how toallocate

resources and in assessing performance.

The Group operates in the automotive segment. The automotive segmentincludesall activities relating to design,

development, manufacture and marketing of vehicles including financing thereof, as well as sale of related parts and

accessories from which the Group derivesits revenues. The Group has only one operating segment, so no separate

segment reportis given.

The geographic spread of sales by customerlocation and non-current assetsis as disclosed below:

 

 

       

 

Rest of Rest of
UK US China Europe World Total
—m Em —m £m =m —£m

31 March 2019

Revenue 5,228 5,485 3,312 5,355 4,834 24,214
Non-current assets 10,859 32 16 1,045 167 12,119

31 March 2018

Revenue 5,096 4,974 5,554 5,318 4,844 ° 25,786

Non-current assets 13,146 32 18 819 165 14,180

31 March 2017

Revenue 5,557 4,638 4,684 5,273 4,187 24,339

Non-current assets 11,714 10 11 158 159 12,052
 

In the table above, non-current assets includes property, plant and equipment and intangible assets.
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38 Notesto the consolidated cashflow statement

(A) RECONCILIATION OF (LOSS)/PROFIT FOR THE YEAR TO CASH GENERATED

FROM OPERATING ACTIVITIES
 

 

 

 

  
 

2018 2017
2019 restated* restated*

Year ended 31 March Note Em —&m —m

(Loss)/profit for the year (3,321) 1,114 1,242

Adjustmentsfor:

Depreciation and amortisation 2,164 / 2,075 1,656

Write-downoftangible assets 10 18 18 12

Write-downofintangible assets 10 - 46 -

Loss on disposalof assets 59 22 15

Foreign exchangeandfair value loss/(gain) on foans 13 45 (69) 101

Incometax (credit)/expense 14 (308) 398 331

Finance expense(net) 12 111 85 68

Finance income 12 (35) (33) (33)

Foreign exchange loss/(gain) on economic hedgesofloans 13 18 (id) 4

Foreign exchangeloss/(gain) on derivatives 13 31 (74) 31

Foreign exchange(gain)/loss on short-term deposits and

other investments (71) 55 (57)

Foreign exchangeloss/(gain) on otherrestricted deposits - 1 (7)

Foreign exchangeloss/(gain) on cash and cash equivalents 27 41 (95)

Unrealised loss/(gain) on commodities 13 34 2 (148)

Loss on matured revenue hedges 43 - -

Share ofprofit of equity accounted investments 15 (3) (252) (159)

Fair value gain on equity investment 13 (26) (3) -

Exceptionalitems . 4 3,271 (438) (151)

Other non-cash adjustments (4) 6 1

Cashflowsfrom operatingactivities before

changesin assetsandliabilities 2,053 2,983 2,811

Trade receivables 249 (317) (194)

Otherfinancial assets 61 (267) 34

Othercurrent assets 127 (27) (34)

Inventories 152 (296) (628)

Other non-current assets (3) (5) (25)

Accounts payable (419) 600 . 701

Other currentliabilities 115 46 63

Otherfinancialliabilities . (24) 134 80

Other non-currentliabilities and retirement benefit

obligation (23) 52 158

Provisions 170 161 325

Cash generated from operations 2,458| 3,064 3,291
 

* See note 2 for details of the restatement due to changes in accountingpolicies.
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(B) RECONCILIATION OF MOVEMENTSOF LIABILITIES TO CASH FLOWSARISING

FROM FINANCING ACTIVITIES

Finance
Short-term Long-term lease
borrowings borrowings obligations Total

£m Em £m £m

Balanceat 1 April 2016 116 2,373 11 2,500

Proceedsfrom issue offinancing 488 857 ~ 1,345

Repaymentoffinancing (443) (57) (4) (504)

Arrangementfees paid - (13) ~ (13)

Foreign exchange 18 81 - 99

Fee amortisation - 4 - 4

Long-term borrowings revatuation in hedge reserve - 150 - 150

Balance at 31 March 2017 179 3,395 7 3,581

Proceedsfrom issueoffinancing 543 373 - 916

Issue of new finance leases - ~ 16 16

Repaymentoffinancing (846) - (4) (550)

Reclassification of long-term debt 518 (518) - -

Foreign exchange (40) (39) - (79)

Arrangementfees paid - (4) - (4)

Fee amortisation - 6 - 6

Reclassification of long-term debt fees (2) 2 - -

Long-term borrowings revaluation in hedge reserve - (145) - (145)

Fair value adjustment on loans - (10) - (10)

Balance at 31 March 2018 652 3,060 19 3,731

Proceedsfrom issue offinancing 649 1,214 - 1,863

Issue ofnew financeleases - - 14 14

Repaymentoffinancing (1,250) - (2) (1,252);

Reclassification of long-term debt 768 (768) - -

Foreign exchange 62 | 15 - 77

Arrangementfees paid - (18) - (18)!

Fee amortisation 1 7 - 8

Reclassification of long-term debtfees (1) 1 - -

Bond revaluation in hedge reserve - 103 - 103

Fair value adjustmenton loans - (15); - (15)!

Balanceat 31 March 2019 881 | | 3,599 | | 31} | 4511 |  
39 Related party transactions

Tata Sons Limited is a company withsignificant influence over the Group’s ultimate parent company Tata Motors

Limited. The Group's related parties therefore include Tata Sons Limited, subsidiaries and joint ventures of Tata

SonsLimited and subsidiaries, joint ventures and associates of Tata Motors Limited. The Group routinely enters into

transactions with its related parties in the ordinary course of business, including transactions for the sale and purchase

of products withits joint ventures and associates.

All transactions with related parties are conducted under normal terms of business and all amounts outstanding are

unsecured and will be settled in cash.

Transactions and balances with the Group's own subsidiaries are eliminated on consolidation.
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39 Related party transactions(continued)

The following table summarises related party transactions and balances noteliminated in the consolidated financial

statements. All related party transactions are conducted under normal terms of business. The amounts outstanding are

unsecured and will be settled in cash.

With
immediate
or ultimate

With Tata parent
Sons Limited andits

. andits subsidiaries,
Withjoint With subsidiaries joint

ventures of associates andjoint ventures and
theGroup of the Group ventures associates

£m &£m —m &m

31 March 2019

Sale of products 321 - 3]: 76

Purchase ofgoods - - - 214

Services received - 2 170 97

Services rendered 83 - - 1

Trade and otherreceivables 15 - 1 15

Accounts payable ~ - 35 52

31 March 2018

Sate of products 703 - 4 77

Purchase ofgoods - - - 161

Services received 64 - 162 100

Services rendered 142 1 - 2

Trade and other receivables 112 - 2 48

Accounts payable - - 28 59

31 March 2017

Sale of products 568 - 3 49

Purchase ofgoods 2 - - 85

Services received : 124 4 172 108

Services rendered 88 - - 2

Trade and otherreceivables 70 - 2 34

Accounts payable 3 - 47 27

Compensation of key management personnel

2019 2018 2017

Year ended 31 March &m . £m —m

Short-term benefits 10 12 14

Post-employmentbenefits . : 1 1

Share-based payments - -

Other long-term employee benefits ~ -

Compensationfortoss ofoffice - 1 1

Total compensation of key managementpersonnel : { 11 j 14 20 
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40 Ultimate parent company andparent companyoflarger group

The immediate parent undertaking is TML Holdings Pte. Ltd. (Singapore) and the ultimate parent undertaking and

controlling party is Tata Motors Limited, India, which is the parent of the smallest and largest group to consolidate these

financial statements.

Copies of the TML Holdings Pte. Ltd. (Singapore) consolidated financial statements can be obtained from the Company

Secretary, TML Holdings Pte. Ltd. 9 Battery Road #15-01 MYP Centre, Singapore 049910.

Copies of the Tata Motors Limited, India consolidated financial statements can be obtained from the Company

Secretary, Tata Motors Limited, Bombay House, 24, Homi Mody Street, Mumbai-400001,India.

41 Subsequentevents

There have been no material subsequent events between the balance sheet date and the dateof signing this report.
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2018
2019 Restated* 2017

As at 31 March Note Em Em £m

Non-current assets

Investments 42 1,655 1,655 1,655

Otherfinancial assets 43 3,628 3,093 3,423

Other non-current assets 44 "2 1 4

Total non-current assets ] 5,285 { 4,749 5,082

Current assets

Otherfinancial assets 43 1,270 1,221 365

Other current assets 44 . 1 2 2

Cash and cash equivalents - 1 -

Total current assets , 1,271 | 1,224 367

Total assets {° 6556| 5,973 5,449

Currentliabilities

Otherfinancialliabilities 46 37 36 29

Deferred finance income 2 4 2

Short-term borrowings 47 767 497 -

Current incometax liabilities 4 3 3

Totalcurrentliabilities | 810| 540 34

Non-currentliabilities

Long-term borrowings : 47 3,594 3,070 3,395

Deferred finance income 35 24 32

Total non-currentliabilities | 3,629 | 3,094 3,427

Totalliabilities | 4,439 | / 3,634 3,461

Equity attributable to equity holders ofthe parent.

Ordinary shares 48 . 1,501 1,501 1,501

Capital redemption reserve 48 167 167 167

Retained earnings 449 671 320

Total equity attributable to equity holders ofthe parent 2,117 2,339 1,988

Totalliabilities and equity | 6,556 5,973 5,449   
* See note 2 for details of the restatement due to changes in accounting policies.

The Companyhas elected to take the exemption under section 408 of the Companies Act 2006 from presenting the parent company income

statement. The profit for the Companyfor the year was £3 million (2018: £501 million, 2017: £302 miltion).

These parent companyfinancial statements were approved by the JLR pic Board and authorised for issue on 3) 804

They were signed onits behalf by:

   CHIEF EXEC

COMPANY REGISTERED NUMBER: 06477691
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Ordinary Capital
share redemption Retained Total

capital reserve earnings equity
Note £m £m £m Em

Balance at1 April 2018 1,501 167 671 2,339

Profit for the year - - 3 3

Total comprehensive income - - 3 | \ 3

Dividend 49 - - (225) | (225)}
Balance at 31 March 2019 1,501 167 449 | | 2,117 |

Balance at 1 April 2017 1,501 167 320 1,988

Profit for the year - - 501 501

Total comprehensive income - - 501 501

Dividend 49 - - (150) (150)

Balance at 31 March 2018 1,501 167 671 2,339

Balance at 1 April 2016 1,501 167 168 1,836

Profit for the year - - 302 302

Total comprehensive income - - 302 302

Dividend 49 - - (150) (150)

Balance at 31 March 2017 1,501 167 320 1,988
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PARENT COMPANY CASH FLOW STATEMENT

 

 

 

 

 

  
 

 

  
 

 

 

 

 

2018
2019 restated* 2017

Yearended 31 March Note &m £m Em

Cashflows used in operatingactivities

Profit for the year 3 501 302

Adjustments for:

Income tax expense/(credit) i - ()

Dividendsreceived - (500) (300)

Finance income (187) (158) (132)

Finance expense 183 157 131

Cashflowsusedin operatingactivities before changesin assets andliabilities - - -

Otherfinancial assets (446) (724) (949)

Other currentliabilities QM "4 (1)
Net cash used in operating activities (447); (723) (950)

Cashflowsfrom investing activities

Finance incomereceived 197 144 136

Dividends received - 500 300

Net cash generated from investingactivities | 197| 644 436

Cashflows generated from/(usedin) financing activities

Finance expensesandfees paid . (193) (143) (136)

Proceeds from issuance of long-term borrowings 1,214 373 857

Repaymentof borrowings (547) - (87)

Dividendspaid 49 (225); (150) (150)

Net cash generated from financing activities | 249 f 80 514

|
Net (decrease)/increase in cash and cash equivalents 1 (ay! 1 -

Cash and cash equivalents at beginning ofyear | 1 - -

Cash and cash equivalentsat end of year ] - 1 - 
 

* See note 2 for details of the restatement due to changesin accounting policies.
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2019 2018 2017
Asat 31 March —&m =m —m

Cost of unquoted equity investments at beginning and end ofyear i 1,655 , 1,655 1,655
 

The Company has not madeany investments or disposals of investments in the year.

The Companyhas the following 100 per cent direct interest in the ordinary shares of a subsidiary undertaking:

 

Subsidiary undertaking

Principal place of
business and country
of incorporation Registered office address
 

Jaguar Land Rover Holdings Limited England and Wales Abbey Road, Whitley, Coventry CV3 4LF, England
 

The shareholding aboveis recorded at acquisition value in the Company’s accounts. Details of the indirect subsidiary undertakings are as follows:

 

Principal place of
business and country

 

Nameofcompany Shareholding of incorporation Registeredoffice address

Jaguar Land Rover Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

Jaguar Land Rover North America, LLC. 100% USA 100 Jaguar Land Rover Way, Mahwah, NJ 07495, USA

Jaguar Land Rover Deutschland GmbH 100% Germany Am Kronberger Hang 2a, 65824 Schwalbach/Ts,
Germany

Jaguar Land RoverBelux NV. 100% Belgium Generaal Lemanstraat 47, 2018 Antwerpen, Belgium

Jaguar Land Rover Austria GmbH 100% Austria Siezenheimer Strasse 39a, 5020 Salzburg, Austria

Jaguar Land RoverItalia SpA 100% Italy Via Alessandro Marchetti, 105 - 00148, Roma,Italy

Jaguar Land Rover Australia (Pty) Limited 100% Australia Level 1, 189 O' Riordon Street, Mascot, 2020, NSW,

Australia

Jaguar Land Rover Espafia SL 100% Spain Torre Picasso, Plaza Pablo Ruiz Picasso, 1 — Planta 42,

23020 Madrid, Spain

Jaguar Land Rover Nederland BV. 100% Holland PO Box 40,Stationsweg 8, 4153 RD Beesd, Netherlands

Jaguar Land Rover Portugal Veiculose Pecas,tda 100% Portugal Edificio Escritorios do Tejo, Rua do Polo Sul, Lote
1.10.1.1 ~ 3.° B-3,Parish of Santa Maria dos Olivais,

Municipality of Lisboa, Portugal

Jaguar Land Rover (China) Investment Co., Ltd. 100% China 11F, No.06 (Building D) The New Bund World Trade

(formerly Jaguar Land Rover Automotive Trading Center(PhaseIl), Lane 227 Dongyu Road, Pudong New

(Shanghai) Co.,, Ltd.) District, Shanghai 200126, China

Shanghai Jaguar Land Rover Automotive Service 100% China 11F, No.06 (Building D) The New Bund World Trade

Co. Ltd Center(PhaseIl), Lane 227 Dongyu Road, Pudong New
District, Shanghai 20012, China

Jaguar Land Rover Japan Ltd 100% Japan Garden City Shinagawa GotenyamaBldg.9F,

6-7-29 Kita-Shinagawa, Shinagawa-ku, Tokyo

141-0001,Japan

Jaguar Land Rover Korea Co. Limited 100% Korea 25F West Mirae Asset Center 1 Building 67 Suha-dong,
Jung-gu Seoul 100-210, Korea

Jaguar Land Rover Canada ULC 100% Canada 75 Courtneypark Drive West, Unit 3 Mississauga,

ON LSW 0€3, Canada

Jaguar Land Rover France SAS 100% France ZA. Kleber — BatimentEllington, 165 Boulevard de
Valmy, 92706 Colombes, Cedex, France

Jaguar e Land RoverBrasil lndUstriae Comérciode 100% Brazil Avenida Ibirapuera 2.332, Torre - 10° andar- Moerma

Veiculos Ltda. 04028-002, Sao Paulo, SP Brazil

Jaguar Land Rover Limited Liability Company 100% Russia 288, Building 2 Mezhdunarodnoe Shosse 141411,

Moscow, Russian Federation

Jaguar Land Rover(South Africa) Holdings Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF, England

Jaguar Land Rover(South Africa) (Pty) Ltd 100% South Africa 28 Victoria Link, Route 21 Corporate Park, Nellmapius

Drive, Irene X30, Centurion, Tshwane, Gauteng,

South Africa
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Principal place of
business and country

 

Nameofcompany Shareholding of incorporation Registered office address

Jaguar Land Roverindia Limited 100% India Nanavati Mahalaya,3rd floor, 18, Homi Mody Street,

Mumbai, Maharashtra,India 400001

Daimler Transport Vehicles Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

S.S. Cars Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF Engtand

The Lanchester Motor CompanyLimited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF, England

The Daimler Motor CompanyLimited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF, England

Jaguar Land Rover Pension Trustees Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF, England

JLR Nominee CompanyLimited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

Jaguar Cars Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

Land Rover Exports Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

Land Rovertreland Limited 100% ireland c/o LK Shields Solicitors, 39/40 Upper MountStreet

Dublin 2, Ireland

Jaguar Cars South Africa (Proprietary) Ltd 100% South Africa Simon Vermooten Road,Silverton, Pretoria 0184,

South Africa

Jaguar Land RoverSlovakia s.r0. 100% Slovakia Vysoka 2/B, 811 06 Bratislava, Slovakia

Jaguar Land Rover Singapore Pte. Ltd 100% Singapore 138 Market Street, CapitaGreen, Singapore

Jaguar Racing Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

InMotion Ventures Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LE England

InMotion Ventures 1 Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

InMotion Ventures 2 Limited 100% England and Wates Abbey Road, Whitley, Coventry CV3 4LF England

InMotion Ventures 3 Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

InMotion Ventures 4 Limited 100% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

JaguarLand Rover Colombia SAS 100% Colombia CL67735 OFE, 1204 Bogotan Cundinamarka 1 3192
900, Colombia

Jaguar Land Rover México, S.A.PI. de CY. 100% Mexico Av. Javier Barros Sierra No.540 Piso 7 Oficina 703,

Col. Santa Fe la Fe Det, Alvaro Obregén, México,
D.F.C.P.01210

Jaguar Land RoverServicios México, S.A. de CY. 100% Mexico Av, Javier Barros Sierra No.540Piso 7 Oficina 703,
Col. Santa Fe la Fe Del., Alvaro Obreg6n, México,

D.F.C.P.01210

Jaguar Land Rover Taiwan CompanyLimited 100% Taiwan 12F, No. 40, Sec. 1, Chengde Road, Datong Dist., Taipei

City 103,Taiwan (R.O.C,)

Jaguar Land Rover Ireland (Services) Limited 100% ireland c/o 40 Upper MountStreet, Dublin 2,treland

Jaguar Land Rover Classic USA LLC 100% USA 251 Little Falls Drive, Wilmington, Delaware, USA

Jaguar Land Rover Classic Deutschland GmbH 100% Germany RingstraBe 38, 45219 Essen, Germany

Hungary Jaguar Land Rover Hungary KFT 100% Hungary 1062 Budapest, Andrassy Ut 100, Hungary

Spark44 (JV) Limited 50.50% England and Wales Abbey Road, Whitley, Coventry CV3 4LF England

Spark44 Limited 50.50% England and Wales The White Collar Factory, 1 Old Street Yard, London

EC1Y 8AF England

Spark44 LLC 50.50% USA 5870 W.Jefferson Blvd, Studio H,Los Angeles,
CA 90016, USA

Spark44 CanadaInc 50.50% Canada 1059 Spadina Road, Toronto, ON M5N 2M7, Canada

Spark44 GmbH 50.50% Germany Querstr. 7,60322 Frankfurt am Main, Germany

Spark44 CommunicationsS.L. 50.50% Spain Prim 19, 4th floor, 28004 Madrid, Spain

Spark44 S.rl 50.50% Italy Via Marcetla, 4/6- 00153 Rome,Italy

Spark44 Pty Limited 50.50% Australia Level 5, 65 Berry Street, North Sydney , NSW 2060,

Australia

Spark44 DMCC 50.50% UAE Unit No: 1401 &1404, Swiss Tower, Plot No: JLT-PH2Y3A

Jumeirah Lakes Towers, Dubai, UAE

Spark44 Seoul Limited 50.50% South Korea F12, 11 Cheonggyecheon-ro, Jongno-gu, Seoul, Korea

Spark44 Singapore Pte Limited 50.50% Singapore 138 Market Street 36-01/02 CapitaGreen, Singapore

048946 :

Spark44 Japan KK. 50.50% Japan 2-23-1-806, Akasaka, Minato-ku, Tokyo, 153-0042,

Japan
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Principal place of

business and country

 Nameofcompany Shareholding of incorporation Registered office address

Spark44 Demand Creation Partners Limited 50.50% India Unit No. 604,6th Floor, Sterling Centre, DrAnnie Besant

Road, Worli, Mumbai-18, Maharashtra, India

Spark44 South Africa Pty Ltd 50.50% South Africa 21 Forssman Close, Barbeque Downs, Kyalami,

South Africa

Spark44 Shanghai 50.50% China Rooms 6401, 6402, 6501, 6502, No.436 Ju Men Road,

Huang Pu District, Shanghai, China

Spark44 Taiwan Limited 50.50% Taiwan 18F,, No.460,Sec.4, Xinyi Rd., Xinyi Dist., Taipei City 110,

Taiwan (R.O.C)

Spark44 Colombia S.A.S 50.50% Colombia C172 #1007 oficina 401, Bogota, Colombia
 

Details of the indirect holdings in equity accounted investments are given in note 15 to the consolidated financial statements.

43 Otherfinancialassets
 

 

 

 

 

  

 

 

2019 2018 2017

As at 31 March £m £m £m

Non-current |

Receivables from subsidiaries 3,628 3,093 3,423

Current

Receivables from subsidiaries 1,270 1,221 365

44 Otherassets

2018
2019 restated* 2017

Asat 31 March £m £m £m

Non-current

Prepaid expenses ‘ 2 1 4

Current

Prepaid expenses 1 2 2

* See note 2 for details of the restatement due to changes in accounting policies.

45 Deferred tax assets andliabilities

As at 31 March 2019, the Company has recognised no deferred tax assets orliabilities.

46 Otherfinancialliabilities

2019 2018 2017
Asat 31 March £m £m £m

Current

Interest accrued 33 32 27

Other 4 4 2 
Total current otherfinancialliabilities 
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47 Interest-bearing loans and borrowings
 

 

 

 

 
 

 

2019 2018 2017
Asat 31 March £m Em =m

Current portion of EURO MTFlisted debt 767 | 497 -

Short-term borrowings 767 | 497 -

EURO MTFlisted debt 2,839 3,070 3,395

Bank loans 755 -. -

Long-term borrowings | 3,594 3,070 3,395

Total debt | 4,361 3,567 3,395 
 

EURO MTF LISTED DEBT

The bondsare listed on the Luxembourg Stock Exchange multilateral trading facility (‘EURO MTF”) market.

Details of the tranches of the bonds outstanding at 31 March 2019 are as follows:

+ $500 million Senior Notes due 2023 at a coupon of 5.625 per cent per annum — issued January 2013

* £400 million Senior Notes due 2022 at a coupon of 5.000 per cent per annum — issued January 2014

» $500 million Senior Notes due 2019 at a coupon of 4.250 per cent per annum — issued October 2014

+ £400 million Senior Notes due 2023 at a coupon of 3.875 per cent per annum — issued February 2015

- $500 million Senior Notes due 2020 at a coupon of 3.500 per cent per annum ~ issued March 2015

« €650 million Senior Notes due 2024 at a coupon of 2.200 per cent per annum — issued January 2017

+ £300 million Senior Notes due 2021 at a coupon of 2.750 per cent per annum ~ issued January 2017

+ $500 million Senior Notes due 2027 at a coupon of 4.500 per cent per annum — issued October 2017

+ €500 million Senior Notes due 2026 at a coupon of 4.500 per cent per annum - issued September 2018

Details of the tranches of the bond repaid in the year ended 31 March 2019are asfollows:

+ $700 million Senior Notes due 2018 at a coupon of 4.125 per cent per annum -— issued December 2013

No tranches of bonds were repaid in the year ended 31 March 2018.

Details of the tranches of the bond repaid in the year ended 31 March 2017are asfollows:

« $84 million Senior Notes due 2021 at a coupon of 8.125 per cent per annum — issued May 2011

SYNDICATED LOAN

In October 2018, a $1 billion syndicate loan was issued with a coupon rate of LIBOR + 1.900 per cent per annum, due in

the following tranches:

+ $200 million due October 2022

« $800 million due January 2025

The contractual cash flowsof interest-bearing borrowings are set out below, including estimated interest payments and

assuming the debtwill be repaid at the maturity date:
 

 

2019 2018 2017
Asat 31 March £m —£m —£m

Duein

1 year orless 9574 639 142

2nd and 3rd years 1,011 1,228 1,610

4thand 5th years 1,696 1,305 848

More than 5 years 1,559 1,008 1,414
 

Total contractualcash flows | 5,223 t 4,180 4,014
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48 Capital and reserves
 

 

   

2019 2018 2017

Asat 31 March . £m Em £m

Authorised,called up andfully paid

1,500,642,163 ordinary shares of £1 each 1,501 1,501 1,501

Total ordinary share capital 1,502 1,501 1,501 

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one

vote per share at meetings of the Company.

The capital redemption reserve of £167 million (2018, 2017: £167 million) was created in March 2011 on the

cancellation of share capital.

 

 

 

 

49 Dividends

2019 2018 2017
Yearended 31 March £m Em £m

Dividend proposedforthe previous year paid during the yearof £0.15

(2018, 2017: £0.10) per ordinary share 225 150 150

Amounts recognised asdistributions to equity holders duringthe year 225 150 150

Proposed dividend for the year of Enil

(2018: £0.15, 2017: £0.10) per ordinary share - 225 150   
50 Commitments and contingencies

The Company had no commitments or contingencies at 31 March 2019, 2018 or 2017.

51 Capital management

The Company's objectives when managing capital are to ensure the going concern operationofall subsidiary companies

within the Group and to maintain an efficient capital structure to support ongoing and future operations of the Group

and to meetshareholder expectations.

The Companyissues debt,primarily in the form of bonds, to meet anticipated funding requirements and maintain

sufficient liquidity. The Companyalso maintains certain undrawn committed credit facilities to provide additional

liquidity. These borrowings, together with cash generated from operations,are loanedinternally or contributed as equity

to certain subsidiaries as required. Surplus cash in subsidiaries is pooled (where practicable) and invested to satisfy

security, liquidity and yield requirements.

The capital structure and funding requirements are regularly monitored by the JLR ple Board to ensure sufficient

liquidity is maintained by the Group.Alt debt issuance and capital distributions are approved by the JLR ple Board.

The following table summarises the capital of the Company:

 

 

 

  

2019 2018 2017
Asat 31 March £m Em &m

Long-term debt 3,594 3,070 3,395

Short-term debt 767! 497 -

Total debt 4,361 { 3,567 3,395

Equity attributable to shareholder | 2,117 | _ 2,339 1,988
 

Totalcapital | 6,478| 5,906 5,383 
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52 Financial instruments

This section gives an overview of the significance of financial instruments for the Company and provides additional

information on balance sheet iterns that contain financial instruments. ,

The details of significant accounting policies, including the criteria for recognition, the basis of measurement and the

basis on which income and expensesare recognised, in respect of each class of financial asset, financialliability and

equity instrument, are disclosed in note 2 to the consolidated financial statements.

(A) FINANCIAL ASSETS AND LIABILITIES

The following table shows the carrying amounts and fair value of each category offinancial assets and liabilities as at

31 March 2019 underIFRS 9:

 

 

 

 

   

Amortised
cost and

other Total
financial carrying Totalfair
liabilities value value

Em £m —m

Otherfinancial assets — current 1,270 1,270 1,270

Otherfinancial assets — non-current 3,628 3,628 3,628

Total financial assets , l 4,898 | 4,898 | 4,898

Otherfinancialliabilities — current / 38 38 36

Short-term borrowings 767 767 763

Long-term borrowings 3,594 3,594 3,245

Totalfinancialliabilities , - 4,399| | 4,399 | 4,044    
The following table shows the carrying amounts and fair value of each category offinancial assets and liabilities as at

31 March 2018 underIAS 39:

 

 

 

 

Loans and

receivables
and other Total
financial carrying Totalfair
liabilities value value

£m £m £m

Otherfinancial assets ~ current 1,221 1,221 1,221

Otherfinancial assets — non-current 3,093 3,093 3,093

Total financial assets 4,314 4,314 4,314

Otherfinancialliabilities - current 36 36 36

Short-term borrowings 497 497 500

Long-term borrowings 3,070 3,070 3,090
 

Totalfinancialliabilities 3,603 3,603 3,626
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52 Financial instruments(continued)

The following table shows the carrying amountsand fair value of each categoryof financial assets andliabilities as at

31 March 2017 underIAS 39:
 

 

 

 

 

Loans and
receivables
and other Total
financial carrying Totalfair
liabilities value value

—m £m Em

Otherfinancial assets — current 365 365 365

Otherfinancial assets — non-current 3,423 3,423 3,423

Total financial assets 3,788 3,788 3,788

Otherfinancialtiabilities — current 29 29 29

Long-term borrowings 3,395 3,395 3,489

Totalfinancialliabilities 3,424 3,424 3,518
 

Fair value hierarchy

Financial instruments held at fair value are required to be measured by reference to the followinglevets:

» Quoted prices in an active market (Level 1): This level of hierarchy includes financial instruments that are measured by

reference to quoted prices (unadjusted) in active markets for identical assetsorliabilities;

+ Valuation techniques with observable inputs (Level 2): This level of hierarchy includes financial assets and liabilities

measured using inputs other than quotedprices included within Level 1 that are observable for the asset orliability,

either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

» Valuation techniques with significant unobservable inputs (Level3): This level of hierarchy includes financial assets

and liabilities measured using inputs that are not based on observable market data (unobservable inputs). Fair values

are determined in whole or in part using a valuation modet based on assurnptions that are neither supported by prices

from observable current market transactions in the same instrument nor based on available market data.

There has been no changein the valuation techniques adopted or any transfers betweenfair value levels in either

current or prior periods as presented.

Fair values of cash and cash equivalents, short-term borrowings and otherfinancial assets andliabilities are assumed to

approximate to cost due to the short-term maturing of the instruments and as the impactof discountingis

not significant.

Managementusesits best judgementin estimating the fair value of its financial instruments. However, there are

inherentlimitations in any estimation technique. Therefore, for substantially all financial instrurnents, the fair value

estimates presented above are not necessarily indicative of all the amounts that the Company could haverealised ina

sales transaction as of respective dates. The estimated fair value amounts as of 31 March 2019, 2018 and 2017 have

been measured as of the respective dates. As such, thefair values of these financial instrurnents subsequent to the

respective reporting dates may bedifferent fromm the amounts reported at each year end.

(B) FINANCIAL RISK MANAGEMENT

The Companyis exposed to foreign currency exchangerate, interest rate, liquidity and credit risks. The Company has a

risk managementframeworkin place that monitorsall of these risks as discussed below. This framework is approved by

the JLR pic Board.

FOREIGN CURRENCY EXCHANGE RATE RISK

The fluctuation in foreign currency exchange rates may have potential impact on the balance sheet, statement of

changesin equity and cash flow statement where any transaction references more than one currency or where assets

ortiabilities are denominated in a currency other than the functional currency of the Company.

As at 31 March 2019, 2018 and 2017, there are no designated cash flow hedges.
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52 Financial instruments(continued)

The Company's operations are subject to risks arising from fluctuations in exchange rates. The risks primarily relate

to fluctuations in US Dollar and Euro against Sterling as the Company has US Dollar and Euro assetsandliabilities and

a GBPfunctional currency. The following analysis has been calculated based on the gross exposure as of the parent

Company balance sheet date that could affect the income statement.

The following table sets forth information relating to foreign currency exposure as at 31 March 2019:

 

 

 

US Dollar Euro
Asat 31 March £m Em

Financial assets ; 2,324 | | 999 °

Financialliabilities © (2,323)! (998):
Net exposure asset : 1! | 1:
 

A 10 per cent appreciation/depreciation of the US Dollar or Euro would result in an increase/decrease in the Company's

netprofit before tax and net assets by approximately Enil and Eni respectively.

The following table sets forth information relating to foreign currency exposure as at 31 March 2018:

 

 

 

US Dollar Euro
Asat 31 March £m £m

Financial assets 1,945 572

Financialliabilities (1,942) (572)

Net exposure asset 3 -
 

A 10 per cent appreciation/depreciation of the US Dollar or Euro would result in an increase/decrease in the Company's

net profit before tax and net assets by approximately Enil and Enil respectively.

The following table sets forth information relating to foreign currency exposure as at 31 March 2017:

 

 

US Dollar Euro
Asat 31 March ~ £m Em

Financial assets 1,783 560

Financialliabilities (1,783) (560)
 

Net exposure asset - -
 

A 10 per cent appreciation/depreciation of the US Dollar or Euro would result in an increase/decrease in the Company's

net profit before tax and net assets by approximately £nil and Enil respectively.

INTEREST RATE RISK

Interest rate risk is the risk that changes in market interest rates will lead to changesin interest income and expense for

the Company.

The Companyis presently funded with long-term fixed interest rate borrowings and long-term variable-rate borrowings.

The Companyis also subject to variable interest rates on certain other debt obligations.

As at 31 March 2019, net financial assets of £503 million (2018: £1,184 million, 2017: £335 million) were subject to a

variable interest rate. An increase/decrease of 100 basis points in interest rates at the balance sheet date would result

in an impact of £5 million (2018: £12 million, 2017: £3 million).

Therisk estimates provided assumea parallel shift of 100 basis points interest rate acrossall yield curves. This

calculation also assumesthat the change occurs at the balance sheet date and has been calculated based onrisk

exposures outstanding as at that date. The year-end balances are not necessarily representative of the average debt

outstanding during the year.
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52 Financial instruments (continued)

LIQUIDITY RATE RISK

Liquidity risk is the risk that the Companywill not be able to meetits financial obligations as theyfall due.

The Company's policy ontiquidity risk is to ensure that sufficient borrowingfacilities are available to fund ongoing

operations without the need to carry significant net debt over the medium term. The quantum of committed borrowing

facilities available to the Companyis reviewed regularly and is designed to exceed forecast peak gross debtlevels.

The foltowing are the undiscounted contractual maturities of financialliabilities, including estimated interest payments:

 

 

           
 

 

 

 

 

 

Carrying Contractual 1year 1to 2to 5 years
amount cash flows orless <2 years <5 years and over

Asat 31 March 2019 Em =m —m —m £m £m

Financialliabilities .

Long-term borrowings 3,594 5,186 946 449 1,595 2,196

Short-term borrowings 767 767 767 -{q - -

Otherfinancialliabilities 38 37 11 11 15

Total contractual maturities 4,399 { { 5,990 1,724 | 460 1,610 2,196 |

Carrying Contractual lyear 1to 2to S years
amount cash flows or less <2 years <5 years and over

As at 31 March 2018 £m —m &m Em £m £m

Financialliabilities

Long-term borrowings 3,070 3,638 120 824 1,686 1,008

Short-term borrowings 497 513 513 - - -

Otherfinancialliabilities 36 32 10 7 15 -

Total contractual maturities 3,603 4,183 643 831 1,701 1,008

Carrying Contractual lyear 1to 2to 5 years
amount cash flows orless <2 years <5 years and over

Asat 31 March 2017 Em £m —€m —m £m £m

Financialliabilities

Long-term borrowings 3,395 3,982 133 687 1,748 1,414

Otherfinancialliabitities 29 35 12 10 13 -

Total contractual maturities 3,424 4,017 145 697 1,761 1,414
 

CREDIT RISK

Financial instruments that are subject to concentrations of credit risk consist of loans to subsidiaries based in a variety

of geographies and markets.

Exposure tocredit risk

The carrying amountoffinancial assets represents the maximum credit exposure.

Financial assets

None of the Company‘s cash equivalents or other financial receivables, including term deposits with banks, are past due

or impaired. Regarding other financial assets that are neither past due nor impaired, there were no indications as at

31 March 2019 (2018, 2017:no indications) that defaults in payment obligations will occur.
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53 Reconciliation ofmovementsofliabilities to cashflows

arisingfromfinancing activities
 

 

 

 

 

 

 

  

Short-term Long-term
borrowings borrowings

£m —£m

Balance at 1 April 2016 - 2,373

Proceedsfrom issueoffinancing - 857

Repaymentoffinancing - (57)

Arrangement fees paid - (13)

Foreign exchange - 231

Fee amortisation - 4

Balance at 31 March 2017 - 3,395

Proceedsfrom issue offinancing - 373

Reclassification of long-term debt 518 (518)

Foreign exchange (19) (184)

Arrangementfees paid - (4)

Fee amortisation - 6

Reclassification of long-term debt fees (2) 2

Balance at 31 March 2018 497 3,070

Proceeds from issue offinancing - 1,214

Repaymentoffinancing (547) -

Reclassification of long-term debt 768 (768)!

Foreign exchange 49 88

Arrangementfees paid , - (18)

Fee amortisation 1 7

Reclassification of long-term debt fees (1) 1

Balanceat 31 March 2019 | 767| 3,594 }  
54 Relatedparty transactions

Tata Sons Limited is a company with significant influence over the Company's ultimate parent company Tata Motors

Limited. The Company’s related parties therefore include Tata Sons Limited, subsidiaries and joint ventures of Tata

Sons Limited and subsidiaries, associates and joint ventures of Tata Motors Limited. The Companyroutinely enters into

transactions with theserelated parties in the ordinary course of business.

The following table summarises related party balances:

 

 

   

 

 

 

 

 

With
With immediate

subsidiaries parent
£m Em

31 March 2019

Loansto subsidiaries of Tata Motors Limited 4,898 -

31 March 2018

Loans to subsidiaries ofTata Motors Limited 4,314 -

31 March 2017

Loansto subsidiaries of Tata Motors Limited 3,788 -

Compensation of key management personnel

2019 2018 2017
Year ended 31 March £m Em —m

Short-term benefits 4 4 5

Post-employmentbenefits - - 1

Total compensation of key managementpersonnel 4 | 4 6  
Apart from the six directors, the Companydid not have any employees and had no employeecostsin the years ended

31 March 2019, 2018 and 2017. All directors’ costsare fully recharged to Jaguar Land RoverLimited.
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55 Ultimate parent company andparent company oflarger group

The immediate parent undertaking is TML Holdings Pte. Ltd. (Singapore) and ultimate parent undertaking and

controlling party is Tata Motors Limited, India, whichis the parent of the smallest and largest group to consolidate these

financial statements.

Copies of the TML Holdings Pte. Ltd. Singapore) consolidated financial statements can be obtained from the Company

Secretary, TML Holdings Pte. Ltd. 9 Battery Road #15-01 MYP Centre, Singapore 049910.

Copies of the Tata Motors Limited, india consolidated financial statements can be obtained from the Company

Secretary, Tata Motors Limited, Bombay House, 24, Homi Mody Street, Mumbai-400001,India.

56 Subsequentevents

There have been no material subsequent events between the balance sheet date and the date of signing this report.
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