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McKinsey & Company, In¢ United Kingdom

Accountant's Report
For the year ended 31 December 2015

Report to the directors on the preparation of the unaudited statutory financial statements of McKinsey &
Company, Inc Umited Kingdom for the year ended 31 December 2015

We have compiled the accompanying financial statements of McKinsey & Company, Ine United Kingdom for the
year ended 31 Decemnber 2015 based on the informauan you have provided These financial statetnents comprise
the Statement of Financial Posibon, Statement of Comprehensive Income and Statement of Changes i Equity for
the year then ended, and a summary of sigrnificant accounting policies and other explanatony information

This report 1s made solely to the Directors of McKinsey & Company, Inc United Kingdom, as a body, n
accordance with the terms of our engagement letter dated 31 August 2016 Our work has been undertaken soiely
to prepare for your approval the financial statements of McKinsey & Company, Inc United Kingdom and state
those matters that we have agreed o state to the Board of Pirectors of McKinsey & Company, Inc United
Kingdom, as a body, in this report in accordance with our engagement lerter dated 31 August 2016 To the fullest
extent permitted by law, we do not accepr or assume responsibilicy 1o anyone other than McKinsey & Company,
Inc Unuted Kingdom and 1ts Board of Directors as a body for our work or for this report

We performed this compilation engagement 1n accordance with International Standard on Related Services 4410

(Revised), Compilation Engagements

We have apphied our experuse in accounung and financial reporung to assist you n the preparation and
presentanon of these financizl statements 1n accordance with Financial Reportung Standard 102, the Financial
Reporung Standard applicable in the United Kingdom and the Republic of Ireland and the Comparues Act 2006
As 2 member firm of the Insutute of Chartered Accountants in England and Wales, we ate subject to its ethical
and other professional requirements which are detailed at www icaew com

These financial statements and the accuracy and completeness of the informaton used to compile them are your
responsibility

Sihce a comptlaton engagement 15 not an assurance engagement, we are not required to verify the accuracy or
completeness of the nformation you prowided 1o us to compile these financial statements Accordingly, we do not
express an audit optnion or a review conclusion on whether these financial statements are prepared 1n accordance

with Financial Reporung Standard 102
Grant Thomton UK LLP
Chartered Accountants

Date 26 J........_’ 2o F
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McKinsey & Campany, {nc United Kingdom

Statement of Comprehensive Income
For the year ended 31 December 2015

Tutnover
Cost of sales

Gross profit
Administratve expenses

Operaung profit

Finance income
Foreign Exchange Gain/(Loss)

Profit before tax

Curtent and deferred tax

(Loss)/profit for the year

The notes on pages 5 to 12 form part of these financial statements

Note

2a
2b

2c

2015
£

2014
£

444,613,810 418,181,033
(368,134,480) (322,258,317)

76,479,330 95,922,716
(75,017,907)  (86,839,997)
1,461,423 9,082,719
54,447 28,472
155,442 (266,155)
1,671,312 8,845,036
(2,182,694)  (3,196,311)
(511,382) 5,648,725
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McKinsey & Company, Inc United Kingdom
Regisrered number FCO 12665

Statement of Financial Position
As at 31 December 2015

2015 2014
Note £ L £ £
Fixed assets
Property, plant and equipment 3 7,379,294 9,448,415
71,379,294 9,448,415
Current assets
Accrued income 16,828,802 20,406,862
Trade and other recervables 4 127,199,654 90,080,086
Cash and cash equivalents 18,962,201 14,110,614
Deferred tax 147,326 -
163,137,983 124,597,562
Trade and othet payables 5  a34a,nn (99,094,827
Net cutrent assets 25,720,266 25,502,733
Total assets less current habilitnes 33,099,560 34,951,148
Provisions for habihkaies
Deferred tax 6 - (318,2006)
- {318,206)
Net assets 33,099,560 34,632,942
Capital and reserves
Called up share capital 100 100
Capnal reserve 4,390,487 4,390,487
Capatal contnibution 16,072,113 16,072,113
Profit and loss account 12,636,860 14,170,242

33,099,560 34,632,942

The financial statements were approved and authonsed for 1ssue by the board and were signed on 1ts behalf on %J
kg (

Ly

P Boneysteele
Director

The notes on pages 5 to 12 form part of these financial statements
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McKinsey & Company, Inc United Kingdom

Statement of Changes in Equity
For the year ended 31 December 2015

Capiral
Called up redemption Capuital  Profit and
share capital reserve contribution loss account  Total equity
£ £ £ £ £
At 1 January 2015 100 4,390,487 16,072,113 14,170,242 34,632,942
Comprehensive income for the
year
Loss for the year - - - {511,382) (511,382)
Gain/(Loss) on re-measurement of
net defined benefit pension
liabiliey (Refer note 10) - - - (1,022,000)  (1,022,000)
At 31 December 2015 100 4,390,487 16,072,113 12,636,860 33,099,560
Statement of Changes in Equity
For the year ended 31 December 2014 (Restated)
Capital
Called up redempuon Capital  Profit and
share caprtal reserve contnbutton loss account Total equity
£ £ £ £ £
At 1 January 2014, (Refer note 10) 100 4,390,487 16,072,113 8,521,517 28,984,217
Comprehensive income for the
year
Profit for the year, (Refer note 10) - - - 5,648,725 5,648,725
At 31 December 2014 100 4,390,487 16,072,113 14,170,242 34,632,942

The notes on pages 5 to 12 form part of these financial statements
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McKinsey & Company, Inc United Kingdom

Notes to the Financial Statements
For the year ended 31 December 2015

1.

Accounting policies

11

12

13

14

Basis of preparauon of financial statements

The financial statements of the McKmnsey & Company, Inc United Kingdom (the “branch”) have been
prepared 1n accordance with United Kingdom Accounung Standards (Usuted Kingdom Generally
Accepted Accounung Pracuce), including adoption of Financial Reporung Standard 102 “The Financial
Reporung Standard applicable in the United Kingdom and Republic of Ireland” (“FRS 102”) and wath
Compantes Act 2006, which have been applied consistently (see note 10)

The branch has aken advantage of the exemption available to wholly-owned subsidianes from
prepaning a cash flow statement The enury 15 not required legally or otherwise to present audited
financial statements

The finanaial statements are prepared on 2 going concern basis under the historical cost conventon
Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and 2ny impairment 1n
value Cost includes the onginal purchase price of the asset together with the costs attrnibutable to
bringing the asset to 1ts workang condition for its intended use

Deprecianon 1s provided on a straight-line basis over the useful ife The useful hfe and depreciation
methed are reviewed penodically to ensure that the method and penod of depreciation are conststent
with the expected pattern of economuc benefits from items of property, plant and equpment The
esumated useful life of property, plant and equipment are assessed as

Leasehold improvements Remarung rerm of lease
Furniture and equipment 3 to 10 years
Current tax

Taxation 15 based on the profits and income for the penod as determuned 1n accordance with the
relevant tax legislaton, together with adjustments to provisions for pnor pertods Tax payable 15
calculated using tax rates that have been enacted or substanuvely enacted by the Statement of Financial
Posiion date

Current taxaton 1s recognized n the Statement of Comprehensive Income for the period, except 1o the
extent that 1t fs attnbutable to a gain or loss recognised outside the Statement of Comprehensive
Income, 1 which case the current tax s recogrused in the statement of total recognized gamns and
losses, or equuty, as applicable

Deferred tax

Deferred tax is recognized on uming differences ansing between the recogniton of gams and losses 1n
the financial statements and their recogrution n a tax computanon The tax rates used ate the rates that
have been enacted or substanuvely enacted by the Statement of Financial Postuon date

Fult provision 1s made for deferred tax habihties Deferred tax assets are recognized to the extent that
they are more likely than not to be regarded as recoverable against swtable taxable profits Deferred tax
ts recogruzed in the Statement of Comprehensive Income for the penod, except to the extent that 1t 15
attributable to a gain or loss recogrused outside the Statement of Comprehensive Income, mn which case
the deferred tax 15 recogmsed in the staement of total recognized gans and losses, or equity, as
applicable The deferred tax balances are not discounted
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McKinsey & Company, Inc United Kingdom

Notes to the Financial Statements
For the year ended 31 December 2015

1.

Accounting policies {continued)

1.5

1.6

1.7

18

19

1.10

111

Acerued income

Accrued income values contracts in progress at the year-end meluding the relevant profic element Amy
amounts recerved on account from chents for which services have not been rendered are included n
creditors 1n accordance with the revenue recogniuon policy

Pension

McKinsey UK operates a defined contnbution pension scheme for its employees The amount charged
to the Statement of Comprehensive Income represents the amount paid/payable for the year

Tumover

Turnover 18 recogmzed as services are rendered The impact of revisions to engagement revenues are
recognized in the penod in which those changes become known

If at the Statement of financial position date the completion of contractual obhganons 15 dependent on
external factors (and thus outside the control of the entiy), then revenue 1s typically recognized when
the conungent eveni occurs However, in certain cases where similar work types are involved on a
more regular basis, the conungent event 1s considered probable and there 15 histone evidence of these
being settled, revenue 1s recogmized as contract actvity progresses

Foreign currencies

Pounds Sterhng 1s the funcoonal currency for the branch All assets and labiities denormunated 1n
foreign currency are cranslated ar year end exchange rates other than fixed assets that are denominated
at the applicable historical rates Revenue and expenses are translated at current monthly exchange rates
except for depreciaion/amortsation of fixed assets that are recorded at histonical rates

Leases

Rentals payable under operating leases are charged agamst mcome on a straigh line basis over the lease
term

Trade recevables

Short term trade rectevables are measured at transaction price, less any umparment

Trade payables

Short term trade payables are measured at transacuon pnce Other financial habilities are measured

iutially ac fair value, net of transacuon costs, and are measured subsequenty at amortised cost using
the effecuve interest method
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McKinsey & Company, inc United Kingdom

Notes to the Financial Statements
For the year ended 31 December 2015

2, Profit and loss

2a) Turnover

Revenue from third parnes
Revenue from related parues ~ consulung services

Revenue from related parties — support services

2b) Cost of sales

Personnel costs
Consulting services provided by related parties
Consulting and support services provided by third partes

Other expenses

2c) Administrative expenses

Support services provided by related paruies
Personnel costs

Other expenses

Property related costs

Support services provided by thurd parties
Tramning

Depreciation

Impairment of recervables

2015 2014

£ L
235,931,796 248,421,724
157,083,528 125,153,120
51,598,486 44,606,189
444,613,810 418,181,033

2015 2014

£ £
238,694,793 208,548,643
83,498,456 72,367,164
17,847,795 14,084,737
28,093,436 27,257,773
368,134,480 322,258,317
2015 2014

£ £
20,434,864 18,815,978
12,971,951 12,022,787
12,449,006 16,340,459
11,992,750 13,715,852
11,048,975 9,008,873
2,841,177 2,887,439
2,597,147 2,466,233
682,037 11,582,376
75,017,907 86,839,997
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McKinsey & Company, In¢ United Kingdom

Notes to the Financial Statements
For the year ended 31 December 2015

3. Property, plant and equipment

Leasehold Furmiture &

improvements  equipment Total
£ £ £
Cost or valuation
At 1 January 2015 17,542,322 16,870,937 34,413,259
Additions 273,692 254,334 528,026
At 31 December 2015 17,816,014 17,125,271 34,941,285
Depreciation
At 1 January 2015 10,344,784 14,620,060 24,964,844
Charge for the penod 1,821,071 776,076 2,597,147
At 31 December 2015 12,165,855 15,396,136 27,561,991
Net book value
At 31 December 2015 5,650,159 1,729,135 7,379,294
At 31 December 2014 7,197,538 2,250,877 9,448,415
4. Trade and other receivables
2015 2014
£ L
Trade recervables 50,149,285 37,396,584
Amounts owed by related parnes 69,705,093 48,524,622
Other recetvables 7,345,276 4,158,880

127,199,654 90,080,086
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McKinsey & Company, lnc United Kingdom

Notes to the Financial Statements
For the year ended 31 December 2015

5. Trade and other payables

2015 2014
£ £
Deferred biliings 29,770,111 14,766,235
Trade payables 394,454 263,265
Other taxes payables 31,012,968 27,441,320
Other payables 12,822 020 13,624,196
Accrued expenses 63,417,564 42,999 813
137,417,717 99,094,829
Deferred tax
2015 2014
£ £
At beginning of year (318,206) (176,586)
Charged to the profit or loss 465,532 (141,620)
At end of year 147,326 (318,206)
The deferred taxauon balance 1s made up as follows
2015 2014
£ £
At beginning of the year (318,206) {176,580)
Adjustment of pror years 258,535 -
Accelerated capital allowances 90,632 {130,211)
Provision for deferred payments to employees 131,518 3,947
Change 1n tax rate (15,153) (15,356)
147,326 (318,206)
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McKinsey & Company, Inc United Kingdom

Notes to the Financial Statements
For the year ended 31 December 2015

7. Taxation

Corporation tax

Current rax on profits for the year

Total current tax
Deferred tax

Ongination and reversal of nming differences

Total deferred tax

Taxation on profit on ordinary activities

Factors affecting tax charge for the year

Profit on ordinary activinies before tax

Profit on ordinary actrvities multiplied by standard rate of corporation 1ax 1n
the UK of 20 25% (2014 - 21 5%)

Effects of:

Non-deducnble expense

Impact of overseas taxes

Adjustments of prior years

Tunng differences

Other differences leading to an increase (decrease) in the tax charge

Deferred tax

Total tax charge for the year

2015 2014
£ L
2,648,226 3,054,691
2,648,226 3,054,691
(465,532) 141,620
(465,532) 141,620
2,182,694 3,196,311
2015 2014
£ £
1,671,312 8,845,036
338384 1,901,683
180,598 370,988
1,350,127 984,431
458,290 41,836
320,827 (129,272)
- (114,975)
(465,532) 141,620

2,182,694

3,196,311

Page 10



McKinsey & Company, Inc United Kingdom

Notes to the Financial Statements
For the year ended 31 December 2015

Employee Stock Option Plan

McKinsey and Company, Inc (the Firm) which 1s the parent company of the branch provides a share based
payment plan (the Plan), to the ebigible employees of the branch Options awards are generally granted with
an exercise prce equal to the book value of the Firm's common stock at the date of grant Options can be
exercised after the third anniversary of the grant and expire 1n 30 days 1f not exercised

The expenses related to these options 1s reflected as a component of personnel costs in the statement of
comprehenstve mcome The related expense 1s measured as the difference between the exercise price and
the book value per share as of the exercise date The expense recognised in the financial statements for the
vear ended 31 December 2015 15 £864,115 (2014 £692,243)

The total income tax benefit related to the opuons granted recogrused 1n the financial statements for the
year ended 31 December 2015 was £174,983 (2014 [148,832)

Related party transactions and balances

Sigmificant transacnons with related parties for the penod 1 January 2015 to 31 December 2015
included in the Statement of Comprehensive income are as follows.

2015
£
Included 1n expenses
Consulung services 69,134,560
Support services 38,836,890
Included 1n tumover
Consulung services 135,098,975

Support services 13,853,038

All the related party transactions histed above comprise revenues generated [costs incurred from McKinsey
& Company, Inc and 1ts affiliates

Balance wath related parties included in Financial Statements are as follows:

2015
£

McKinsey & Company, Inc and 1ts subsidianes/branches 69,705,093

Amount due from related party represents net balances ansing from funds and services provided and
recewved 1n the normal course of business and are interest free The balances are recervable at year end
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McKinsey & Company, Inc United Kingdom

Notes to the Financial Statements
For the year ended 31 December 2015

9.

10.

Related party transactions and balances (continued)

Key Management Personnel

The key management personnel 1n relation to the branch includes indsviduals who are not remunerated or
employed by this enuty The agpregate remunerauon of those who we consider compnse key management
personnel that 1s pad by this entry 1s 86,998,228 (2014 - £72,614,704) Note though that the key
management personnel receive further remuneration from other Group entinies, so the figure paid by thus
entity 1s not the aggregate remuneration recetved by these mdividuals from the Group

Transition to FRS102

Thus 1s the first year that the branch has presented its results using the new UK GAAP reporung standard
FRS 102 (“FRS 102”) The effecuve date of transiion of FRS 102 1s January 1, 2014

The layout and names of the primary statements have changed on ransition to FRS 102 The balance sheet
has become “Statement of Financial Position”, profit and loss account has been renamed to “Statement of
Comptehensive Income™ A Statement of Changes in Equity 1s now presented

In prepanng 1ts operung balance sheet, the branch has adjusted the amounts reported in previous financial
statements for the years 2013 and 2014 On transiton, the profit for the year 2013 and 2014 has been
increased by £1,728,780 and £534,764 respectively This has resulted in the profit and loss reserve account
increasing as follows

1 January 2014 from £6,792,751 as reported 1n the prior year to £8,521,517 as reported 1n the Statement of
Changes 1n Equty

1 January 2015 from £11,906,712 as reported in the pnor year to £14,170,242 as reported 1n the Statement
of Changes in Equity

1) Tumover As an impact of transiuon, in case of revenue contracts where constderation 1s based on a
contingent event that 15 outside the conuol of the branch and if there 15 hustonic evadence of these bemng
setded, the revenue 1s recogmized as contract activity progresses

n) Pension As an impact of transinon, gain / (loss) of re-measurement of the net defined benefit habihity 15

now recognised in the financial statements and recorded in Profit and loss account under Statement of

Changes in Equity
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