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Apple Europe Limited

Registered number 5051046
Strategic report

The directors of Apple Europe Limtted (the “Company™) piesent their strategic report for the period ended
01 April 2017.

Change of year end

The Company changed its financial year end to 0.1 April from 24 September. Due to the change in year end.
audited results cover the 18-month period 10 07 April 2017 with comparative data being the audited results
for the year ended 26 September 2015,

Principal activities and business review

Apple Inc. and its wholly-owned subsidiaries (the “Group™) designs. manufactures and markets mobile
communication and media devices. personal computers and portable digital music players. and sells a
varicty of related software. servicés. accessories. networking solutions and third-party digital coment :ind
applications. The Group's products and services include iPhone®. iPad®. Mac®. iPod™. Apple Waich®.
Apple TV® a portfolio of consumer and professional software applications. i0S. macOS™". watchQS$™ aiid
tvOS™ operating systems, iCloud®. Apple Pay® and a variety of accessory. service and support offerings.
The Group sells and delivers digital content and applicidtions through the iTunes Store*. App Store®. Mac
App Store. TV App Store. iBooks Store™ and Apple Music® (collectively “Internet Services™. The Group
selts its products worldwide through its retail stores..opline stores and direct sales force. as well as through
third-party cellutar network carriers. wholesalers. retailers and value-added resellers. In addition .the Group
sells a varicty of third-party Apple compatible products. including application software and various
accessorics through its retail and online stores. The Group sells to consumers, small and mid-sized
businesses and education. entérprise and government customers.

The Company provides services 10 group affiliates. These services include sales support. marketing,
financial and administrative services relating 1o-the EMEIA region.

Following an extensive audit by Her Majesty’s Revenue and Customs (HMRC). the Company agreed to
pay a corporate income tax adjustment of £136m covering prior years up 10 September 26. 2015, This
payment of additional tax and interest reflects the Company s increased aclivity and is recognized in the
current financial period which ended on | April 2017. As a result of this adjustment the Company’s
corporate income tax payments will increase going forward.

Key performance indicators
The key financial and other performance indicators during the period were as follows:

18-month period Year
ended ended
0L April 2017 26 Séprember 2015 Change
£000 €000 K
Operating costs 359045 178.159 +102%
Total equity 210,557 265.869. 21%

Operating costs increased by 102% versus 2015 due 1o the extension of the reporting period in addition to
an increase in headeount costs. Total equity has decreased by 21% in the pétiod:duce to dividends paid offset
by the net profit recognized for the period.



Apple Europe Limited

Registered number 50351046
Strategic repoft (continued)

I'n the 18 -imonth period 10 01 April 2017, the. Company had a monthly aviersge naniber of cmployecs.of 791
(2015: 603)..which was an increase of 319 an the prior vear: This.is. driven by the ovérill growth of the
business.,

Each indicator is mionitoréd By Tocal management.against budaci adind against privr- periods. The diréétors
are satisfied with the performance ol the Company during the period with regard 1o the indicators set out
ahove,

Risks and unicertainties
The fisks and unecrtainties faced by the businessire those typical of the technology sector, but are mitigated
by the historically strong financial” perforindnce of the Company and its Ionﬂ-i'.lumlmn repitation and
triidition within ihe sector,

The-ditectors consider the principal risks and uncertaintics fucing the Company arg:
- retaining key employees and-succession: planging
- arising cost base.

The direetors-helicve that these fisks are effectively mandged thiotgh a sirong focus on its cost base-and on
its key emplovecs.

On 23 Iung 2016, the United Kingdom- (UK Jheld - et rmdum in whn.h \'Qlu‘\ appm\x(l .m exit from the
European Union (K1), commaenly: relerred ln as: "Brc\n expected that
the British government -will begin negotiating the v the E.U.
Although it s unknown whal these lermis w ull be it is pmslblc llml lhurp will be -; catér festeictions on
imports and exports between the UK

des and increased regulatory complexities. These
changes may adversely affect the Comp.m_\fs operitions and lnanciad results.

Financial risk is managed by Apple Inc.’ s, specialist Treusury d«.plrlmcm under policies approved by ity
board of directors, Therefore. the f'n'mcml risk Tacing the Company is considered low.

Results
The profit for the period after taxation amounted o £104.986 000.(2015: £16.098:000).

By order of the bouard

Director /?K Dan s Dated / tf D(rg_n hy 2alF

] ) I 100 New Bridge Sirect
Print.. Pfff" ) K Df nwe 0( London EC4V 6JA




Apple Europe Limited

Registered number 5051046
Director’s report
The directors of the C()mpz‘in_y present their repoit for the period ended 01 April 2017,

Directors
The dircctors who held office durig:the period were as foltoiwvs:

Gary Wipfler {resigned 14 June 20016)
Gene Levoft
Michael Bovd (appointed. 14 Juné 2016)

The Company Secretary is Abogado Nominecs Limited.

Dividend
A dividend of £255.000.000 (2015: £Nil) was proposed and paid during the period.

Futurce developments
There are no significant future developments expected o impact the Compiiny.

Post balance sheet events
No important events affecting the Company hiave tiken place since the end of the financial period.

Going concern

The Company’s business aciivities. together with factors likely 1o affect its future- development. peirformance
and position are set out in the principal agtivities and. business review. risks and uncertaintics and key
performance indicators sections of the Strategic Report. The directors believe the Company is well placed to
manage its business risks successfully.,

The Company s directors have a feasonable expectatioii that the Conipany has.adequate resources to continue
its operations for the foreseeable future.. Thus. they continue to adopt the going concern basis of accounting
‘in preparing the financial statements.

The results of the Company for the period ended 01 April 2017 as. sct out on page 8 are considered
satisfaclory.

Political contributions
The Company made no political contributions during the. period (20157 £Nilj.

Disabled employees
The Company gives full consideration to applications for employment ffom. disabled persons where the

candidate’s particular aptitudes and abilities are consistent with adequately meeting the requirenents of the

job. Opportunities arc available:to disabled employees for training. career development and promotion.



Apple Europe Limited

Registered number 5031046
Diréctors’ repori (continucd)

Employee involvement

TheCompany operates o framework fof employee informition aid copsitltation. Employees reéeive reeular
updates on the business. praducts dind matters of concern o them; 1 - Compaty Uses anonymous surveys to
hear directly from teant members ahout theirawr expericnees working at Apple. o help

support an environment of consistent and pngoing feediiick nmong our teams and leadership. The Company's
employees are represented i the European. Consultiation Faruni. Apple’s Furopean Warks Couneil Al
cployees are encouraged W investin the Group, thraugh paitiéipation in the employee shire purchase plan:

&

Risks and uncertainties.
The risks and uncertainties facing the Company-are disclosed in the Stratégic. report,

Disclosure of information to the auditors

The dircctors who held office ut the date of approval of this directors” repor-confirm that. so fair s they are

cach aware. there is no-relevant audit information -of which_ the '('T(i:liriiili}"s auditor is unaware: and each

director has taken-all the steps that he:ought tohave taken as @ director 1o make himselt awareof any relevint
. auditinformation and 10 establish thanthic Compuany’s auditor is wiare-of that information.

Qualifying third party indemnity provisions

The company benefits franm o global indemnity policy which protects. its dircetors against liability in respect
of procecdings brought by third partics. subject 1o the conditions sei out in section 234 of the Companies Act
2006. Such qualifying third party indemnity provision réimains in force as at the date of approving the
Directors™ Report.

Reappoiintment of the auditors:
Inuccordapce with . 487 of the Coinpanics Act 2006, Ernst & Youhg, Chartered Accountms will be deemed
reappointed as avditors of the Comipany,

By order of the board

Director /’ /( "}"""’-”‘ ! Dated | g 'Df(tf”’ b€f 2074

! 100 New Bridae Strect
I’rmlDC*[antll“”’p( London EC4V 6JA
4



Apple Europe Limited

Registered number 5051046
Directors’ responsibilities statements

The dircetors are responsible for preparing the §traiegic report. the directors” report and the Financial
stitements in accordance with applicable law and regulations.

UK company law réquires the dircetors 1o préepare financial statements foi each financial year. Under that
law the dircclors have clected to- prepare the finaneial statéments in accordance with Uriited Kingdom
Generally Accepted Accouiting Practice (United Kiigdom Standards and applicable law). inchuding
Finaneial Repoiting Standard 102 - “The Financial chonin ¢ Standard :1§)§9i'i(::sLiIC'in the United Kingdom
and Republic of Treland ™.

Under company law the divectors sfiust nol apprave the financial stitements unless they are sdtisfied that
they give a true.and fair view of the statg of affairs of the company and of the profitor lass of the company
for that peiiod.

In preparing these financial statements. the directors. are requiréd to:
e select suitable accounting policies aid thien apply them consistently:.
e make judgmenis and ¢stimates that are reasonable and prudeiit:

e state whether applicable UK Acconinting Stanidards have ‘been followed. stibject to any maicrial
departures disclosed and explained in the financial statements: and

o prepire the financial sttéments gii-the going concern basis unless it is inappropriate o presume
that the Company will continue. in ‘business.

The directors are responsible forkeeping proper accounting recoids that are sufficicnt 1o show and explain
the Company’'s fransactions and d_,isélosé with reasonable accuracy atany time the financial pgsiliqn of the
Company and ¢nable them to éisure that the financial statements comply with the Companies Act 2006.
They are also responsible for saleguarding the dssets of the Company and hencefor taking reasonable steps
for the prevemtion and detection of fraud and other irreguilarities;
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Independent auditor’s report to the members of Apple Europe Limited

We have audited the financial statements of Apple Europe Limited for the: period ended 01
April 2017 which comprise the Statement of Comprehensive Income, the Statement of
Financial Position, the Statement of Changes in Equity and the related notes 1to 22. The
financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards including FRS 102 ‘The Financial Reporting
Standard applicable in the UK and Republic of Ireland’ (United Kingdom Generally Accepted
Accounting Practice).

This report is made solely to the company’s members, as a body, in accordance with
Chapter 3 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 assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directors' Responsibilities Statement set out on page 5, the
directors are responsible for the preparation of the financial statements and for being
satisfied that they give a true and fair view. ‘Our responsibility is to audit the financial
statements in accordance with applicable law and International Standards on Auditing (UK
and Ireland). Those standards require us to comply with the Auditing Practices Board’s
(APB's) Ethical Standards for Auditors.

Scope of the audit of the financial statements:

An audit involves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or error. This includes an assessment
of: whether the accounting policies are appropriate to the company’s circumstances and
have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial
statements. In addition, we read all the financial and non-financial information in the
Strategic Report and Directors’ Report to identify. material inconsistencies with the audited
financial statements and to identify any information that is apparently materially incorrect
based on, or materially inconsistent with, the knowledge acquired by us in the course of
performing the audit. if we beconie aware of any apparent material misstatements or
inconsistencies we consider the implications. for our report.

Opinion on financial statements
In our opinion the financial statements:

. give a true and fair view of the state of the company’s affairs as at 01 April 2017 and
of its profit for the period then ended,

. have been properly prepared in accordance with FRS 102 ‘The Financial Reporting
Standard applicable in the UK and Republic of Ireland’; and

. have been prepared in accordance with the requirements. of the Companies Act

2006.
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Independent auditor’s report to the members:of Apple Europe Limited (continued)

Opinion on other matter prescribed by the Companies Act 2006

In our opiniorn the information given'in the Strategic Report and Directors’ Report for the
financial period for which the financial statements are prepared is consistent with the
financial statements.

Matters on which we are requnred to report by.exception
We have nothing to report in respect of the following matters where the Companies Act 2006
requires us to report to you if; in our opinion:

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

‘ the financial statements aré not in agreement with the:accounting recerds and
returns; or

. certain disclosures of directors’ remurieration spécified by law are not made; or

. we have niot received all the information and explanations we require for our audit;

Anne o’ Leary (Senlor Statutory Auditor)

for and on behalf of Ernst & Young, Statutory Auditor
Cork, Ireland.

NON | o Gl 2D



Apple Europe Limited

Statement of comprehensive income
Jor the period ended 01 April 2047

Turnover — continuing operations

Administrative expenses
Operating profit - coirtinuing operations

Other interest receivable and similar inconie
Interest payable and similar charges:

Profit on ordinary activities before taxation

Tax (chargeYcredit on profiton ordinary activities.

Profit for the financial perviod

Total other comprehensive incoime

Total comprehensive income for the period

18-month.
period ended
01 April 2017

Note £7000-
2 656,177
(359.045)
3 297.132
5 667
6 (482)
297317
7 (192.331)
104,986
104,986

Year ended
26: Seplember
2015

£000

191,774

(178.159)

13615

1181
(A R?]

14.783

1.313

16.098

16.098



Apple Europe Limited

Statement of financial position
ar 1 Aprit 2017
01 April 26 Sepiember

2017 2015
Note £000 £°000
Fixed assets o
Tuangible fixed dssets 9 31613 22819
31613 22819
Current assels o ‘
Debtors: amounts l'illling duc within.one yeor 10 379,112 278_.‘)3()
Cash at bank andin hand 14257 3139
393369 282.069
Criditors: amounts falling duc within.one yeie 11 (196 270) (28.110)
Net current assets 197,099 253939
Total assets less cugrent liabilitics 228,712 276778
Provisions for liabilitics 42 (18,155) {19909)
Net assets 210,557 265 K69
Capital and reserves _»~;—, )
Ciilled up-share capital 13 3,000 3.000
Profitand loss account l'fil;,SSS 75283
Cupital reserves 14 94,702 187586
Sharcholder's funds 210,557 265.869
These finantial statements were approived by the bourd of directors on | '& _D.ﬂ(t’-;l'.'.‘)ﬁ r. 2 ‘ I

and were signed onits hehall by:

Director f, /( %W/ Dated | § December 2.0/

' DR 100 Neiv Bridge Street.
Print.. P L’.'ff Y. k .. Demw”( London EC4V GJA



Apple Europe Limited

Stateémient of changes in équity
Jor the. period ended 01 April 2017

Called up Profit and Capital.

share capital  loss account reserve Total

£000 £1000 £°000 £°000

A1 27 Septembei 2014 3000, 59.185 144102 206,287
Profit for the financial year - 16.098 - 16098
Orthier comprehensive income - - - -
Total comprehensive incoie fof the year - 16,098 - 16.()98
Capital contribution (note 14) : - 43484 43 484
Dividends paid-(noic 8} - - - -
AL 26 September 2015 3000 75283 187,586 263869
Profit for the financial period - 104 986 - 104 986
Other comprehensive income - - -
Total comprehensive income for the: period - 104 986 - 104 .986
Capital contribution (note 14) - 94 702 . 94.702
Dividends paid (note 8) - 67.414) (187.586) (253.000)
At OF April 2017 3.000 112855 94,702 210,557




Apple Europe Limited

Notes to the financidl stateients
as at 01 April 2017

i

Accounting policies

The following accounting policies have been applied consistently in deiling with items which are
considered material iy rélatioi 16 the company’s financial siateinents.

Statement of compliance

Apple Europe Limited is a limited liability company incorporated in the United Kingdom. The Registered
Office is 100 New Bridge Street. London. EC4V GIA.

The financial statements have been prepared in accordance with United Kingdom Generally Accepted
Accounting Practice (United. Kingdom Standards and applicable law). including Financial Reporting
Standard 102 - “The Financial Reporting Standard applicable in the United Kingdom and Republic of
Ireland’ ¢""FRS 1027"). and wiih the Companies Act 2006.,

The Company transitioned from previously extant UK GAAP to FRS 102 as at 28 September 2014,
Tliere is no material impact on the reported financial position and financial performance from the
transition to FRS 102 1 the Company.

Prior year comparatives have been updited o reflect the changes in the preseitation and disclosures as
required by FRS 102,

Basis of preparation

The company has taken advantage of the disclosure exemptions allowed under this standard.. The
company’s sharcholder was notified of and did not-object 10 the wse.of the disclosure exemptions.

The company has taken advantage of the following disclosure exemptions in preparing these financial
statements. as permitted by the FRS 102 "The Financial Reporting Standard applicable in the UK and
Republic of Iretand™:

¢ Scction 4 Statement of Financial Position paragraph 4.1 2(a)(iv)

e Section 3 Financial Statement Presentation paragraph 3.17(d)

e Section 7 Statement of Cash Flows

e Section || Basic Financial Insiruments paragraphs | LA1(b), 11 41c). 1F41e). 1141

o Section 26 Share-based Paynient paragraphs 26;1.8( b).26.19 102621 and 26.23: and

o Scction. 33 Related Party Disélosures paragraph 33.7.

The financial stitements have been prepared under the historical cost convention on the accrual basis of
accounting. and they are presented in sicrling swhich is the functional currency -of ‘the company and
rounded to the nearest £7000.

Going concern

The financial statements have becii prépared on fhe goiug concem basis. The diréctors

are therefore satisfied that adéqiate fedources.are available to the company and they have no reason (o
beliéve that any material uncertainty exists that would cast a dotibr about thie ability of the company to
continuc is & going concern. A



Apple Europe Limited

Notes to the financial statements
as at 01 April 2017

1 Accounting policiés (continued)
Judgments and key sources of estimation uncertaiiity

The préparation of the financial statements requires management 1@ make judgements. estimates and
assumptions that affect the amounts reported for assets and liabilities as at the statement of financial-
position date and the amounts reported for revenues and expenses during the period. However. the nature
of estimaiion means that actual outcomes coiild differ from those-cstimates. The following judgements
Lapart from (hose involving esiinvites) have had the most significant efféct. on amounts recognized in the
financial stitements.

o Tuxation
The Company establishes provisions. using reasonable ¢stimates: of taxable profits, The .amount of such
proxisions is based on various factors. such as experience with previons tax audits and différing
interpretations of tax regulatioiis By the Company and the responsible tax authority.

o Deferred Tax Axset
Management ¢stimation is required to detérmine the amount-of deferred tax asscts that can be:recognized.
based upon likely timing and level of future taxable p’mfi.l‘s together with an assessment of the effect of
future tax planning stratcgies. Further details are-contained i fiote 7.

o lmpairment of noi-financial ussets
The Company rfevicws ‘its non-financial assets for impairment whenever eveits -or changes in
circumstances indicate the earrying amoiint of an asset may not. bérecoverable: Recoverability of thése
asscts is measured by comparison of their-carrying amounts to fairvalue. If these assets are-considered to
be impaired. the impairment recognized is equal 10 the amouni by which the earrying value of the asscis
exceeds its fair value,

Revénue recognition

Revenue is recognized 1o the extent that it Is probable that the economic Benefits will flow to'the Compaiy
and the revenue and cost. it applicable, can be refiably measured.

Rendering of services

The Company’ carns service fec income under service agreements jin plice with related group
undertdkings. Income receivable for the provision of sérvices 10 group companices is recognized swhen
carned.

Interest income

Revenue is recogiiised as interestacerues using the effective interest method,
Dividends

Revénue is recognised when the Company's right 10 recéive pavmeni. is established.



Apple Europe Limited

Notes to the financial statements
as at 01 April 2017

Accounting policies (continued)

Related party transactions

As the Company is a wholly-oswned subsidiary of Apple Inc. the Company has taken advantage of the
exemption contained invsection 33.1A of FRS102 and has therefore not diseloséd trimsactions or balaneés

with entities which form part of the Group (or investees of the Group qualifying as rclated parties).

The consolidated financial statements of Apple Inc.. within which the results of this Company are
included. can be obtained from the address given in note 19 to the accoiints.

Tangible diid intangible fixed assets
Tangible fixed asscts

Tangible fixed assets are stated at cost less accuimuliated depreciation and aceumulated indpaiment fosses.
Such cost includes the costs directly atribuitable to making the assct capable of operating as intended.

Depreciation is provided on all tangible fixed assets at rateés calculated to write off the cost. less estimated
residual value: of cach asset on-a systematic basis over ifs expected useful Tife,

Office equipment: 5 years
L.easehold improvement: lesser-of 10 years or lgdse term

The carrying values of tangible fixed assets af¢ reviewed at each reporting date for impairment when
cvents or changes in circumstances indicate the carrying value nidy not be recoverable.

Taxation
Current tax is provided on the Company s taxable profits. ai amaunts expected to be paid (or recovered)
using the tax rates and laws that have been enacted or substantially enacted by the balance shect date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date. Provision is made at the fates expected to-apply when the timing differences reverse.
Timing differences are differences between the Company's taxable profits and its results as stated in the
financial statements that arise from the inclusion ol gains and. losses in taxable profits in periods different
from those inwhich they are recognised in the financial statéments. A net deterred tax asset is regarded
as recoverable and, therefore recogiised only hen, on the basis of all available cvidence. it can be
regarded as more likely tha fot that there will be suitable taxable profits from which the futire reversal
of the underlying timing differénces can be deducted. '



Apple Europe Limited

Notes to the financial statements
as at 01 April 2017

1 Accounting policies (continued)

Foreign currencies

The financial statenients are presented in Sterling ("€, which is the company’s presentational and
functional curreacy and the level of roundiing s 1o the nearest £7000. Transactions inforeign currencies
are recorded at the rate of exchange rildinig at the date of the transaction. The resulting monetary assets
and liabilities are translated at the balance sheet rate and the excharge differences are dealt with in the
profit and loss accouny.

Pensions

The Company operates a defined contribution pension scheme. Contributions are charged to the profit
and loss account as they become payable in-accordance with the rules of the scheme.

Operating leases

Rentals payable under opératiing leases are charged in thie profit and 10ss account on a straight-line basis
over the term of the lease, Lease inceniives are recognised over the lease term-on a straight-line basis.

Share based paynients

The Company recognizes no shareholder dilution related to share-based payment transactions in which it
receives employee services in exchange for equity instraments of the Company’s Parent, Apple
Inc. Share-based compeiisation cost for resteicted stock units (*RSUS™) is measurcd based on the c.l‘o'sing
fair market value of the Apple Inc.’s common stock on the date of grant. Share-based compensation cost
for stock options is estimated it the grant date based on cach option’s fair-valuc as calculated. by the
Black-Scholes-Merton (*BSM™) option pricing model. The Company recognizes share-based
compensation cost as expense over the requisite service period with a corresponding sharcholder
contribution recorded within equity.

Provisions for liabilities

A provision is recognised in the balance sheet when the Company has i legal or ¢constructive oblization
as a result of a past event. and 1t is probable that an-ouiflow of economic benefits will be required to settle
the obligation. If the effect is material, provisions are determined by discounting the expected. future cash
flows at a pre-tax rate that reflects curreiit market assessments of the time value of moncy and. where
appropriate. the risks specific 1o that liability.



Apple Europe Limited

Noies to the financial statements
asat 01 April 2017

I Accounting policies (continued)
Leaschold property restoration
Full provision is made for the Compaity's ¢osts in relation to restoration liabilities af irs leasehold
properties. The estimated costs ar¢ cipitalised as leaschold improvemenits and depreciaied over the
remaining uscful life of the leasehold propenty. Cufrent cost. estimales are revised cach year and any
resulting change is reflected in the carrying amotnt of thic refevant assets.
‘Cash and casl cquivalents
Cash and cash equivalents comprise cash at bapk and in hand.
Short-terin debtors and credifors
Trade and othér debiors are r‘éeégn’i'sed initially at traiisaction. price 1¢ss -atiributable transaction ¢osts.
Trade and other creditors -are recognised initially :at transaction price plus attfibutable transaction costs.
Short-term debtors and-creditors are nof discounted.

2 Turnover
Turnover comprises coisiderition received or receivable Tor the sale of ervices in the ordinary course of

the Company’s activities.

3 Operating profit

i8-month period Year
ended ended
01 April 2017 26:Sepiember 2015
£000 £7000

Operating profit is suired afrer cliarging:

Hire of plant and machinery

- rentals. under operating leases. 18 7
Depreciation of fangible fixed asscts (note 9) 11,297 3744
Forcign exchange losses 233 631
Other operating lease réntals 14,624 5362
Loss on disposal of fixed assets 21 164

Audit fees are borie by another group company in 2017 and 2015.

n



Apple Europe Limited

Notes to-the financial statemeits
asat O April 2017

4 Staff costs

(a) Staff costs are analysed as follows:

18-mionith period Y car

ended eénded

01 April 2017 26 Scptember 2015

£2000 £7000

Wages and salaries 123,775 60.350
Sacial security costs 38,284 17280
Othier pension costs (note 15) 6.085 2.804
Share based payments 94,702 43.483
Total staff costs 262,846 123.917

The average monthly number-of employees during the period was. 791 (2015: 605) and is analysed into
the fallowing categories:

18-maosith period Y ear

ended énded

01 April 2017 26 September 2013

Nuamber Number

Sales Support/Marketing 499 414
Finance/Administration 120 1o
Technical : 172 81
791 603

(b) Directors” renyuneration
Fhere were no payments to.directors during the financial period (2015: Nil).

All directors exercised Apple Inc. restricted stack units during the period (2013: all directors excrcised
Apple Inc. restricted stock units).

(¢) Sharc-bascd paymients
Asof 01 April 2017 and 26 September.2013. the company did nei have any equity-scttled plans or
transactions. However. the company’s ultimate parent. Apple Inc. had three eimployee benefit plans

relevait to the company up until 28 December 20-44; the 2014 Eniployee Stock Plan (the #2014 Plan™).
the 2003 Employee Stock Plan (the “2003 Plan™), and the Employce Stock Purchase Plan (the

16



Apple Europe Limited

Notes to the financial statements

_."

asat 01 April 2017

Staff costs (continucd)

“Purchase Plan™). Under thes¢ pl:m'a the company ‘s ultimate parent issues sharcs of Apple Inc. upon
vesting of restricted stock units(RSUs). excreise of stock options or the employees’ putchase of shares:
ander the plans. The issuance of shafes and cash received Gpon ¢xercise or sale is undertaken solely by
Apple Inc. and as atesult no ditution inshareholder's equity or ¢ash. inflows will occur for the
company. Apple Inc.’s relevant.employee benefit plans are summarized as follows:

2014 Employcee Stock Plan
RSUs granted under the 2014 Plan generally vestover four years. based on continued employment. and
are scttied upon vesting 1h shares of Apple In¢.'s common stock on a onc-for-one basis.

2003 Employee Stock Plai

Options granted under the 2003 Plan genérally expire seven to ten-years after the: grant date and
generally become exercisablé over d period of four years. based oi continued employment, with cither
annual, semi-anmual or quarierly vesting. RSUs grantedinder the 2003 Plan vest over two to four years.
based on continued employment aind are settled ilpon vesting in shares of Applc Inc.’s common stock on
aone-for-one basis. In the second quarter of 2014. Apple Inc. terminated the authority to grant new
awards under the 2003 plan.

Employce Stock Purchase Plan

The Purchase Plan is an. Apple Inc. shareholder-approved plan under which substantially all employees
may purchase Apple Inc. common stock through payroll dedyctionsat a price cqual 10 85% of the lower
of the fair market values of the stock as of the heginning or the end of six-month offering periods. An
employee’s payroll deductions under the Purehase Plan arc limited to 10% of the eniployee's,
compensation and employees inay not purchase more than US$25.000 of stock-during any calendar

year.

Other inteiiest réceivable and similar income

18-month period Year

ended ended

01 April 2017 26 Septemiber 2015

£°000 £°000

Interest from loans to related undertakings 667 1.181
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6 Interest payable and similar charges

[8-month periad Y eur
- ended ended
01 April:2007 206 September 2015
£000 £:000
Bank charges and lces 482 13
7 Tax
(a) Tax on profit on ordinary activities:
The tax charge is made (ip as follows:
18-mouth period Year
ended ended
01 April 2017 26 September 2015
£000 £7000
Cuirent 1ax:
UK corporation tax at 20% (2015: 20.5%) 57449 -
Adjustment in respectof prior years 136,984 -
Total currént tax charge 194,433 .
Deferred wx:
Depreciation/ capital allowances 446 (372)
Other timing differences - 38
Share based payniénts timing. differences (5.048) {1.563)y
Prior year tax losses reversed/itilized 2.500 382
Deferred tax charge/(credit) (2,102) {1.315)
Tax on profit an ordinary activitics 192,331 (1.315)

s

Following an extensive andit by Her Majesty’s Revenue and Custoing ( HMRC). theCompany agreed o
pay a corporate income tax adjustmeni of £136m covering piior years up 1o September 26. 2015, This
payment of additionaltax and .interest reflects the Company’s increased activity and is. recognized inthe
current financial period which ended ori 1 April: 2017. As a result of this adjustrivent the Company’s
corporate income tax payments will increase going forward.
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7 Tax{continued)
(b1 Reconciliation of the total tax charge

The tax charge for the period is different to the staidard rate-of corporation tax in the UK of 20% (2015:
20.5%). The differences aie explained: below:

18-month period Year

ended ended

01 April 2017 26 September 2015

£7000 £:000

Prafit on ordinary activitics before taxation 297 317 14.783

Profit on ordinary activities multiplied by standard
rate-of corporation taxan the UK

of 20% (2015: 20.5%) 59 463 3.030
Difference between UK GAAP and UK tax treatment

of share based compensation (7.199) 3.089

impact of ditference i rate befween corporation tax and

deferred tax 975 120

Prior pefiod adjusiment to déferfed tax asset 3468 (8.134)

Adjustment inrespect of prior years 136,984 -

Other permanent differences (1,360) 600-

Total tax expense 192331 (1.315)

(¢) Faclors that may affect futuré tax chiirges

At the Summer Budget 2015. the government annouiced a reduction in the rate froim 20% o 19% for the
year beginning 01 April 2017. with a further reduction froin 19% 1o 18% for the year beginning 01 April
2020. At budgel 2016. the government announced a further reduction to the Corporate tax main raie for
the year starting 01 April 2020. seuing the rat¢ ai 17%.

The Company has a recognised deferred.tax asset-of £13,033.000 (2015: £12:951.000) comprising:
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7 Tax (continued)

Deferred tax

18-morith period Year

‘ended ended

O1 April 2017 26 September 2045

£000 £7000

Accelerated capital allowarces 3835 831
Share based payments timing difference 14,668 9.620
Tax loss not wlilised - 2.500
15,053 12951

Deferred tax asset at start of period 12,951 11636
Deferred tax credit in profit and lass acéount 2,102 1315
Deferred tax asset at end of period 15,053 12951

The Company reviews iis position. oii the utilisation-of deferred 1ax assets on an-annual basis.-Currently
the Company expects £8.617.000 of the closing deferred tax assel 1o be reversed during the next
financial period.

8 Dividends.

18-month period Ycar

cnded ' chded

01 April 2017 26 Scptember 2015

£°000 £000

Declared and. paid during the period 255,000 -
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9 Tangible fixed assets

Cost

At beginning of period
Additions

Dispasals

Transters

At end of period

Depreciation

At beginning of period
Charge for period
Disposals

At-end of period

Net book valie
At 01 April 2017

AL 26 September 2015

Leasehold
‘improvement
£000

12610

8.392
(87)
(1.153y

19762

T

(5.688)
77

(8,054

Office

equipment

£000

20.956

12,178

(10169
1.153

33,271

(3:059)

(8.854).

547

(13,366)

P

19,905
15897

e

Total
£000

33.566
20.570
(1.103)

(10.747)
(11.297)
624

£21,420)

oo

prrrenp—.

22819

[P
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10 Debtors: amounts falling due withiin one year

Amounts ewed by group undertakings
Prepayments and acerued income
VAT receivable

Other receivables

Deferfed ax asset (note 7).

18-month périod
ended

01 April 2017
£000

360,409
1,637
2013

Year

crided

26 September 2015
£000

260.221
1543

1 406
2.809
12.951

278.930

The amounts owéd by group undertakings are interest bearing and repayable on demand.

Creditors: amounts falling due within oné year

Trade creditors

Amounts owed to group undertakings

Corporation tax
Other taxes and. social secirrity taxes
Accruals

18-month périoi

ended
01 April 2017

£:000

5380
173431
12,788

zmrssm—

Y ear

ended

26 September 2015
£7000

3.893
10.646
3655
9916

28.110

ST A~

The amounts owed to group undertakiings. are non-inferest bearing and repayable on demand.

22
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12

-

Provisions for liabilities

National insurance on  Long term Icaschold Total

unvested SBP improvement
£000 £°000 £°000
A1 26 September 2015 9313 1.596 10,909
Arising during the period 7.246 . 7.246
At 01 April 2017 16,539 1,596 18,155

A.leaschold improvement accryal has been applied in respect of asset retirement obligations whereby the
Company has an obligation (o restore its leased premises to their original condition on vacation of the
premises at the end of the lease in 2019,

A provision has been applied for national insurance contribution fiability in relation to unvested restricted
stock units and unexereised stock options..

Called up share capital

18-month period Year
ended ended
01 April 2007 26 September 2013
£:000 £7000
Allotted, called up and Julls: peiid
Ordinary shares of £1 cach 3,000 3.000:

Ou 25 August 2005. 3.000.000 ordiriary shares with aggregat¢ nominal value of £3.000.000. were
allotted for cash at-£1.00 each 1o the parent.company at the time. Apple Inc. On 27 Décember 2015,
these shares were transferred to Apple 'O‘pcmtipns Europe.

The ordinary shares carry the right 10:

(a) receive notice of. attend, speak or vote at any gencral méeting of the company. Where a matter is
being decided on a shoiv of hands. every riiember present in person and every proxy shall have one
vote and-on a poll, every membei shall have one voue for every share held or for each £1 of stock
held: '

(b) participate in any dividends (if any) declared on that class of share: and

(¢) in the winding up of the compaiiy. repayment of capital paidk upon such shares and the right 10
paiticipate’in the division of any surplus assefs of profits.of the company.

N
-~
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14 Capital reserves

18-month period Ycar

ended ended

01 April 2017 26 Scptember 2013

£000 £7000

Capital Contributions 94,702 187.386

Capital contribiition balance as:at 01 April 2017 ¢consists of share-based compensation rélaied 10
employee siock oplions.

1S Pension scheme
The Company operatés a defined contribution pensioii scheme. The assets of the seheme are held
sepaiately from those of the Company in an independent administered fund. The pension costs charged
for the period represents. contfibiitions payable by the Compary to the scheme and amounted o
£6.085.000 (2015: £2:804.000). The: liability outstanding at the period end was £633.000 (2015:
£422 000).

16 Comuitinents
Capital Commitivénts
There were no capital commitments-at 01 April 2017 (2015 £Nil).

17  Guarantees
The Company has issued a: guarantee in favoir of HM Ciistoms & Excise in the amount of £52.000.

(2015: Nil).

18 Obligations under lease contracts
Future minimum rentals payable under non-cancellable operating Ieases are as follows:

18-month period. Y ear
ended ended
01 April 2017 26 September 2015

Buildings Other Buildings Other

£7000 £7000 £7000 £°000
- Not later than one year 14864 4987 11.850 -
- Later than onc year and not fater than: 90,722 9156 41 474 -

five years

- Later than five years 390336 224 18.136 -
495,942, 14,367 71460 -
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19 Ultimate parent company and parent undertaking of largest group of which the Company is a

20

2

9
t9

member

Apple Tnc..a company: incarporated under the: laws of ihe State-of Californi. United Staies of America.
is the ultimate parent tndériaking and controlling party and is bhoth. the smallest and Jargest undertaking
inte which the resuhts of Apple Evrope Eimitéduare consolidated.

Copies of Apple Inc.. accounts may be obtained fron:

I Talinite Loop
Cupertino
California 95073
USA

Related party transactions

The company undértakes iransactions with other aroup undertaRings. As the company is a.wholly
owned subsidiary indertaking of Apple Iné., the consolidaied finuncial statemunts of which aie
publically available. disclosure of such transactions is nof required tndér Section 33 Related purty
disclosures paragraph 33.1A of FRS 102 The Financial Reporting. Standard applicable in the UK and
Repubiic of trelund,

Events after the reporting period

No'important events affecting the-Compuing live tuken place since the end of ihe finangial period.

Approval of financial stateinents

The directors issued and approved: ihe Tinancial stitcments on 1 £ .D.?(.C.’./”’épr' 2ol

fill Yomir”




