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Britain’s strong economy

5th Largest Economy In The World
$UStrn 2016 GDP*

*GDP at current $US

2015 - No 1 For Number Of FDI Projects
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2015 - No 1 For Jobs Created
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Ernst & Young Europe Attractiveness Survey 2016

2010-2015: The UK economy grew 18.8% - 2"d fastest growing economy in the G7 (world Bank)
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Government is ‘committed to creating and supporting the right
conditions for the automotive industry so it continues to grow
— now and in the future.’

Theresa May, The Prime Minister

“l want to demonstrate to the world that there has never been
a better time for international companies to invest in the UK or
for UK companies to export overseas”.

Dr Liam Fox, Secretary of State for International Trade
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“Our investments, supported by the UK Government,
demonstrate our total confidence in the UK’s status as, not
only a manufacturing hub, but as a leading global destination
for cutting edge automotive research and innovation.”

Paul Berry, Finance Director of Borg Warner UK

“We are excited about the future prospects that the new R&D
Centre based at Millbrook will bring. The newly established
centre will carry out research and development with the aim
of expanding business with the U.K.’s leading automobile
parts manufacturers.”

Neil O’Brien, Head of R&D and HR at Calsonic Kansel
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; £200 million in matched International Trade
£1 billion in matched funding funding

& Automotive @

Office for Investment CATAPU'-T Centre for Connected
Low Emission Organisation oot ot o & Autonomous Vehicles
Vehicles £150 million

£900 million fund
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1.8m vehicles manufactured in 2016 f
2.5m engines produced in 2016 &
78% of UK-built cars are exported \

Over £15 billion FDI into UK automotive since 2012

800,000 people employed across UK auto &
World’s largest producer of luxury cars ‘
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UK vehicle production has grown every year since 2008
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. 2016

Production : Model

# Manufacturer Location

gHaIewolod, Solihull, Castle 5544,000 5. All

b :Bromwich, Coventry : :
: : . Leaf, Qashqai,
‘Sunderland 507,000 : Juke, Q30, X-Trail

All Minis except
: Countryman

»  Avensis, Auris
R Auris Hybrid
Y ‘Swindon 134,000 ' 5-door Civic

@ Ellesmere Port 118,000 »  Astra

= ‘Crewe 211,700 Al

‘Oxford 211,000

gBu rnaston 5180,000

IR ‘Goodwood 4,100 Al
e—— ASTON MARTIN e : : R N ew faCtO r | n
< :Gaydon 3,700 : Wales Y

@ éHetheI 51,300 - All

m Woking 3,200 Al

@ Coventry 1,300 *  New £250m : *SMMT
: : : Coventry factory
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Manufacturer Locations

Production |

1 m Luton 73,600

2] LEYLAND TRUCKS | eyland 14,700

.................................................................................................................

3 ALEX%DER ;Larbert, Guildford, ;2’200

senme ...Scarborough T
4 e SWarwick 2700
5 s ;Ballymena §6OO

-+ . - S I I I I R IR T I R R I I I R I R R R

3§ (Optare sherburn 200

*SMMT



i UK Automotive Industry —

Department for

International Trade En g I ne Man UfaCtu rl N g

2015
Production

éBridgend & Dagenham 21,606,887

@ éSunderIand 2250,539

(<5 Deeside 204,352

........................................................................................................................

Hams Hall 170,659

........................................................................................................................

Swindon 124,940

........................................................................................................................

SCrewe 211,100

#éManufacturer éLocations

éWoIverhampton STBC

*SMMT
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#éFl Team HQ Location
pores éSiIverstone gj)" \
éBanbury f

Milton Keynes :

Brackley
RENAULT | :
SPORT Enstone : $
... R
Grove

McLAREN HONDA  ‘Woking

* Turnover of £9bn, R&D spend of £2.25bn
« 4,500 companies, 25,000 engineers, 87% of companies export
« 7 of 11 Formula 1 teams have a UK HQ, plus home of Formula-e
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Automotive Research Funding

:Low Carbon Propulsion &

APC - Advanced Propulsion Centre ECoventry

C-CAV - Centre for Connected & Autonomous :
. :London
Vehicles :

CPI - Centre for Process Innovation EWiIton Printed Electronics
él;/lnl'\t’r% - Advanced Manufacturing Research ESheffieI d gCastlngs, Integrated




The current £4bn supply chain
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Component

Engine castings 550 12V Lead/Acid Battery 90
Steering systems 330 Cast aluminium sub-frames 90
Trim 255 Brakes 80
Engine forgings 255 Drive shafts 80
Pressings and hot stampings 240 Fuel tanks 75
Seat components 225 Engine accessories 75
Alloy wheels 210 HVAC assemblies 75
Lighting 210 Misc. (pedals, mirrors etc.) 60
Electronics 170 Shock absorbers 60
Plastic mouldings 150 Oil pans 30
Entertainment & navigation 135 Premium finish 50
Bearings 120 Weather strips 50
Instrument Clusters 120 Switchgear 30
Glass 110 Other 520

Hinges 105
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APC CCAV

Low carbon propulsion Connected and Autonomous Vehicles
£1 billion matched funding £200 million matched funding

Energy storage/battery technology Connectivity (V2X)

Electric machines/motors Sensors

Power electronics Navigation

Digital engineering and test Control systems

ICE thermal efficiency Driverless shuttles

ICE system efficiency On road testing

Lightweight materials Telematics
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UK is already a propulsion centre:
« 2.5 million engines produced per year

« Centre for ICE development, e.g. Ford 1.0 Ecoboost, all Ford
diesels, JLR Ingenium, VW W12

« Largest EU manufacturer of electric vehicles (Nissan Leaf) —
20% market share

« Largest EU market for electric vehicles — 20% market share

Breadth of innovation:

— e-supercharger

— micro turbine

— flywheel hybrid

— mechanical super-capacitor
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« AIO is working with the F
Affordable Composites Group |
to involve overseas companies
In collaborative R&D

« A collaboration workshop held
In 2015 generated 13 projects
worth £21.5m

« QOver £300 million of government
funding into composites in
recent years — mostly to
aerospace and automotive
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UK supports CAVs development

e Centre for Connected and Autonomous
Vehicles (CCAV) established

« UK has most progressive regulatory
environment; to test CAVs, companies only
have to:

- Inform Highways England

— Arrange public liability insurance

— Abide by industry’s own code of practice
— No bonds or sureties required

« Plus, pragmatic data protection rules for Big
Data
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Milton Keynes/ Coventry Autodrive UK

» Real-world evaluation of cars with increasing autonomy

« Development and evaluation of lightweight fully autonomous
self-driving pods.

« Three cars in 2016, rising to 40 by 2018

Greenwich — Gateway

Evaluation of autonomous vehicles in London L kil |

» Development of new testing protocols and benchmarks for long- Ml a
term development ‘a8

« Shuttles are developments of successful Heathrow pods

Bristol - Venturer

« Autonomous Land Rover testing interactions with other road
users

« Exploring legal and insurance aspects of CAV

Volvo Cars start real-world trials in London in 2017




o .
Department for PrOdUCt|V|ty e Value added

International Trade

« The UK now has the highest value-added per employee of any
automotive industry in Europe

120 Ui
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The UK's overall corporate tax burden is the lowest of all major
European countries

France 33.33 20 45 40.5
Italy 314 22 43 30
Spain 28 21 47 29.9
Netherlands 25 21 52 18.1
Germany 29.6 19 45 19.33
UK 20 20 45 13.8
Ireland 12,5 23 48 10.75
United States 40 4 39.6 7.65
Singapore 17 7 20 17
mCorporation Tax Rate % mVAT/GST Tax Rate % mIncome Tax Rate % mEmployer Social Security Tax Rate %

Note: Effective corporate tax rates. The rates do not reflect payroll taxes, social security taxes, net wealth taxes, turnover/sales taxes and other taxes not levied on
income. Income Tax Rate selected is the highest rate payable. The United States does not levy a federal value added tax. Individual states levy sales tax at various
rates subject to state-set requirements. E.g. a 4% Sales Tax in New York is used as a proxy. Employer social security rates for France and Italy are set at the mid-point
the existing range.
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European Labour costs

« UK labour costs are the most stable in Europe
« UK labour costs are lower than Germany, France and Italy
« The gap between Eastern Europe and UK is steadily closing

Labour cost 2015 (€/hour)

160%

120%
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Labour cost increase 2004 - 2015
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APC - £1 billion matched funding over five years (low carbon propulsion)
CCAV - £200m (Connected and Autonomous Vehicles)
Innovate UK - £500m per year across all industries, including automotive.

OLEV (Office for Low Emission Vehicles) - £500m to incentivise purchases of ULEVsS

Additional funds announced late 2016 for automotive:
— £100 million for new infrastructure to trial driverless cars;
— £120 million for plug-in car grant and electric vehicle charging infrastructure;
— Enhanced Capital Allowances: Costs of EV charge-point can be set against tax

Patent Box: Reduced 10% tax rate on profits attributable to patents

R&D Expenditure Credit: “Above the line” credit, representing 11% of qualifying R&D
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38 LEPs (Local Enterprise Partnerships) manage funding programmes across
all regions of England

Two additional initiatives in automotive manufacturing areas:
— The Northern Powerhouse
— The Midlands Engine

The Devolved Administrations of Scotland, Wales and Northern Ireland directly
manage funding programmes

Enterprise Zones offer :
— 100% business rate discount worth up to £275,000 over 5 years
— 100% enhanced capital allowances (tax relief) on plant and machinery
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Lowest corporation Patent Box: 10% tax

taxin G7 rate on profits from

Falling to 17% by R&D done in the UK
2020

Top 10 economy for No 1 major

global European economy
competitiveness for global talent

World-class
research base:
4 of world’s top 10
Universities,
18 of top 100

Highest-ranked
major economy for
ease of doing
business
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