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ThyssenKrupp System Engineering Limited
Annual report and financial statements
Year ended 30 September 2016

Strategic report

The directors present their annual report and the audited financial statements of the company for the year
ended 30 September 2016.

Business review

This review is detailed to the extent necessary for an understanding of the development, performance and
position of the company’s business.

Principal activities

The principal activities of the Company during the year ended 30 September 2016 were:

e Servicing and modification to automotive engine assembly lines

¢ Design, manufacture and installation of engine assembly ‘In Line’ equipment

e New CBT Installations, Servicing and modifications to automotive car body assembly lines
« Preventative Die Maintenance of automotive body panel dies.

Financial Summary

The results of the company for the year to 30 September 2016 and the state of affairs at that date are
shown in the financial statements on pages [9 to 29].

The Financial results continue to be strong with an 11.12% EBIT return on sales. In addition the order
book increased which provides a robust basis for the year to 30 September 2017.

Profits on ordinary activities before interest and taxation fell by 41% to £2,828,035 (2015: £4,805,323).
This reflects an expected reduction in Car Body Technology (CBT) division sales as CBT assembly line
investment from Jaguar Land Rover’'s (JLR) slowed as new vehicle programmes completed. This was
partially offset by an improvement in Engine Assembly division (ASY) results driven by strong demand at
Ford Motor Company Dagenham.

Key Performance Indicators

2016 2015
Order Intake £27,924,500 £24,355,677
Revenue £25,434,357 £30,899,172
EBIT £2,828,035 £4,805,323
% EBIT Return on Sales 11.12% 15.52%
Net Cash Pool Credit £279,653 £6,927,956

KPI's Explained.:-

¢ Orders - Represents orders received from customers during the financial year.

Sales - Represents the revenue reported through the income statement.

EBIT - Represents profits before interest paid/received and before corporation tax payments.

% Return on Sales - Represents the proportion of earnings before interest and corporation tax
payments generated from sales in the financial year.
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Strategic report (continued)

Key Performance Indicators (continued)

¢ Net Cash Pool Credit - Represents the ThyssenKrupp Systems Engineering Limited funds held in
ThyssenKrupp AG bank accounts at the end of the financial year. This is held under a group wide
cash pooling arrangement.

Segmental Analysis
Engine Assembly

2016 has seen the initial delivery of Dagenham modifications to the Ford Neo and Lion F150 programmes
as well as supporting the TK group on the Panther line modifications. Further order intake during the year
provides a strong position at Dagenham heading into 2017.

The company also won orders to deliver machines to JLR for the i6 engine programme at their
Wolverhampton plant and these will be built and delivered in 2017.

Car Body Assembly

The successful delivery to JLR of X761 and L560 in Solihull and the X260 in Castle Bromwich have been
the operational focus in 2016. This will continue into early 2017 but the focus is expected to shift to smaller
scale industrialisation and model-year changes in and beyond 2017 as the level of customer capital
expenditure diminishes.

Strong project performance has continued to provide an excellent contribution to the business.
Die Maintenance

The company has been continuing to support JLR’'s Body Panel Die Press maintenance contract as part
of a three year contract signed in 2015. Performance remained stable throughout 2016.

New Business

The business is now active with three aerospace customers in the UK. This has provided a stable platform
for future development.

Summary of principal risks and uncertainties

The customer base is largely within the UK OEM automotive industry and as such is impacted by changes
in industry market conditions. Current levels of investment remain high within the UK but predicting
market strength beyond three years is extremely difficult and this is evident with the emergence of electric
cars and the impact it will have on the combustion engine. This provides an element of uncertainty as to
the business strength in the medium term.

Due to the OEM customer base being small, there remains an inherent risk that key customers could
change suppliers. However the business has been built on long standing business relationships both from
a UK perspective and within the broader ThyssenKrupp Group. The move into aerospace also helps
mitigate such risk.

On behalf of the board

G Harper

Managing Director

ThyssenKrupp System Engineering Limited
Registered number: 01294792

23" June 2017
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Directors’ report

The directors present their Report and the audited financial statements of the company for the year ended
30 September 2016.

Future Prosbects

The UK automotive OEM's continue to invest for the future and this therefore provides continued
opportunities for the company. The emergence of the electric vehicles as significant competition to petrol
vehicles and the investment in this technology will provide opportunities to the business. However the
company will need to adapt to these changes and look at other market opportunities in order to maintain
its financial profile. The order book at 2016 financial year-end remains strong, in particular within the
Engine Assembly division and financial expectations for next year remain positive. The economic,
competitive and technology factors specific to the automotive industry mean that medium to long term
prospects cannot be forecast with any certainty.

Directors

The directors who held the office during the year and up to the date of signing the financial statements
were as follows:

J Goergen (Resigned — 31 July 2016)

B Becker (Resigned — 30 June 2016)

| Steinkrueger (Appointed — 30 June 2016)
J-L Guyon (Appointed — 31 July 2016)

G Harper

U Anders

Financial risk management

The company’s operations expose it to a variety of financial risks that include foreign exchange risk, credit
risk and liquidity risk. The company has in place a risk management programme that seeks to limit the
adverse effects of its financial performance. The policies set by the directors are implemented by the
company’s management team.

Foreign exchange risk

The company is exposed to currency risk when it has binding commercial or financial obligations in a
currency other than its functional currency and the related cash inflows and outflows are not equal in
amounts and timing. Foreign exchange exposures/risks are classified into three categories:

e transaction exposure/risks

¢ translation exposure/risks (accounting, balance sheet)

e economic exposure risks
Activities are focused on transactional cash flows which arise from receivables, payables, loans, cash
balances, orders received, purchase orders etc. The primary responsibility to identify and hedge
exposures lies with the company.
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Directors’ report (continued)

Credit risk

The company has implemented policies that require appropriate credit checks on potential customers
before sales are made. The amount of exposure to any individual counterparty is subject to a limit, which
is reassessed annually by the management of the company.

Liquidity risk

The company regularly reviews its debt finance requirements which are designed to ensure the company
has sufficient available funds for its operations and planned expansions.

Dividends

The company paid dividends of £4.8million (2015: £4.2million) during the financial year ended 30
September 2016.

Donations

During the year the company made no political donations (2015: £nil). Donations to UK charities
amounted to £nil (2015: £300).

Disclosure of information to auditors
Each of the persons who is a director at the date of approval of this report confirms that:

(1) so far as the director is aware, there is no relevant audit information of which the company’s auditors
are unaware; and

(2) he/she has taken ali the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company’s auditors
are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of
the Companies Act 2006.

Independent auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office and a
resolution concerning their re-appointment will be proposed at the Annual General Meeting.



ThyssenKrupp System Engineering Limited
Annual report and financial statements
Year ended 30 September 2016

Directors’ report (continued)
Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have prepared the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced
Disclosure Framework”, and applicable law). Under company law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing the financial statements, the
directors are required to:

select suitable accounting policies and then apply them consistently;
state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been
followed, subject to any material departures disclosed and explained in the financial statements;

¢ make judgements and accounting estimates that are reasonable and prudent; and
prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006.

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

On behalf of the board

G Harper

Managing Director

ThyssenKrupp System Engineering Limited
Rergistered number: 01294792

23" June 2017
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Independent auditors’ report to the members of ThyssenKrupp System
Engineering Limited

Report on the financial statements

Our opinion
In our opinion, ThyssenKrupp System Engineering Limited’s financial statements (the “financial statements”):

e give a true and fair view of the state of the company’s affairs as at 30 September 2016 and of its profit for
the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

e have been prepared in accordance with the requirements of the Companies Act 2006.

What we have audited

The financial statements, included within the Annual report and financial statements (the “Annual Report”),
comprise:

e the Statement of financial position as at 30 September 2016;
e the Income statement for the year then ended;
e the Statement of changes in equity for the year then ended; and

o the notes to the financial statements, which include a summary of significant accounting policies and
other explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements is United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law (United
Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the directors have made a number of subjective judgements, for
example in respect of significant accounting estimates. In making such estimates, they have made assumptions and
considered future events.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion, the information given in the Strategic Report and the Directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements.

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are required to report to you if, in our opinion:
e we have not received all the information and explanations we require for our audit; or

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

e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of directors’
remuneration specified by law are not made. We have no exceptions to report arising from this responsibility.
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Independent auditors’ report to the members of ThyssenKrupp System
Engineering Limited (continued)

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of directors' responsibilities set out on page 6, the directors are responsible
for the preparation of the financial statements and for'being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”). Those standards require us to
comply with the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these
opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is shown
or into whose hands it may come save where expressly agreed by our prior consent in writing.

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). 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:

e whether the accounting policies are appropriate to the company’s circumstances and have been
consistently applied and adequately disclosed;

e the reasonableness of significant accounting estimates made by the directors; and
e the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available evidence, forming
our own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we consider necessary
to provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness of
controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual 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 become aware of any apparent material misstatements or inconsistencies we consider the implications for
our report.

s o,

Mike Robinson (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Milton Keynes

23rd June 2017



Income Statement
for the year ended 30 September 2016

Revenue
Cost of sales

Gross profit

Administrative expenses
Other income

Operating profit

Finance income
Finance costs

Finance — net

Profit on ordinary income before income tax

Income tax expense on ordinary activities

Profit for the financial year and total comprehensive
income

ThyssenKrupp System Engineering Limited

Note

@

©

Annual report and financial statements

Year ended 30 September 2016
2016 2015
£ £
25,434,357 30,899,172
(19,126,051) (23,627,806)
6,308,306 7,271,366
(3,562,882) (2,630,512)
82,611 64,469
2,828,035 4,805,323
12,171 70,761
(38,421) (23,486)
(26,250) 47,275
2,801,785 4,852,598
(6,069) 6,788
2,795,716 4,859,386
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Year ended 30 September 2016
Statement of financial position
at 30 September 2016
Notes 2016 2015
Fixed assets £ £
Intangible assets 10 59,706 10,888
Property, plant and equipment 11 49,925 84,835
109,631 95,723
Current assets
Inventories 12 6,617,462 4,577,277
Trade and other receivables 13 5,566,246 14,186,957
12,183,708 18,764,234
Creditors: amounts falling due within one year 14 (6,136,409) (10,405,068)
Net current assets 6,047,299 8,359,166
Total assets less current liabilities 6,156,930 8,454,889
Provisions for liabilities - 15 (429,401) (693,076)
Net assets 5,727,529 7,761,813
Equity
Ordinary shares 17 130,000 130,000
Revaluation reserve 2,760,000 2,760,000
Retained earnings 2,837,529 4,871,813
Equity shareholders’ funds 5,727,529 7,761,813

The notes on pages [12] to [29 ] are an integral part of these financial statements.

The financial statements on pages [9] to [10] were authorised for issue by the board of directors on [23"

June 2017] and were signed on its behalf.

G Harper

Managing Director

ThyssenKrupp System Engineering Limited
Registered number: 01294792

23" June 2017
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Year ended 30 September 2016
Statement of changes in equity
Notes Called up Revaluation Retained Total
share capital reserve earnings equity
£ £ £ £
Balance as at 1 October 2014 130,000 2,760,000 4,212,427 7,102,427
Profit for the financial year and total - - 4,859,386 4,859,386
comprehensive income
Dividends 18 - - (4,200,000) (4,200,000)
Balance as at 30 September 2015 130,000 2,760,000 4,871,813 7,761,813
and 1 October 2016
Profit for the financial year and total - - 2,795,716 2,795,716
comprehensive income
Dividends : 18 - - (4,830,000) (4,830,000)
Balance as at 30 September 2016 130,000 2,760,000 2,837,529 5,727,529

11
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Notes to the accounts

1 General information
Thyssenkrupp System Engineering Limited (‘the company’) manufactures, installs, modifies and maintains
automotive assembly line equipment. The company sells mainly in the UK.

The company is a limited company and is incorporated and domiciled in the UK. The address of its
registered office is Unit 5, The Felbridge Centre, East Grinstead, West Sussex, RH19 1XP.

2 Summary of significant accounting policies
The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

The financial statements the company have been prepared in accordance with Financial Reporting
Standard 101, ‘Reduced Disclosure Framework’ (FRS 101). The financial statements have been prepared
under the historical cost convention, as modified by the revaluation of land and buildings and derivative
financial assets and financial liabilities measured at fair value through profit or loss, and in accordance
with the Companies Act 2006.

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the- company’s accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the financial statements are disclosed in note 3.

The following exemptions from the requirements of IFRS have been applied in the preparation of these
financial statements, in accordance with FRS 101:
o IFRS 7, 'Financial Instruments: Disclosures’
o Paragraphs 91 to 99 of IFRS 13, ‘Fair value measurement’ (disclosure of valuation
techniques and inputs used for fair value measurement of assets and liabilities)
o Paragraph 38 of IAS 1, ‘Presentation of financial statements’ comparative information
requirements in respect of:
o paragraph 79(a)(iv) of IAS 1;
o paragraph 73(e) of IAS 16 Property, plant and equipment;
o paragraph 118(e) of IAS 38 Intangible assets (reconciliations between the
carrying amount at the beginning and end of the period)
o The following paragraphs of IAS 1, ‘Presentation of financial statements’:
o 10(d), (statement of cash flows)
o 10(f) (a statement of financial position as at the beginning of the preceding period
when an entity applies an accounting policy retrospectively or makes a
retrospective restatement of items in its financial statements, or when it
reclassifies items in its financial statements),

o 16 (statement of compliance with all IFRS),

o 38A (requirement for minimum of two primary statements, including cash flow
statements),

o 38B-D (additional comparative information),

o 40A-D (requirements for a third statement of financial position),

o 111 (cash flow statement information), and

o 134-136 (capital management disclosures)
o [IAS 7, ‘Statement of cash flows’;

o Paragraph 30 and 31 of IAS 8 ‘Accounting policies, changes in accounting
estimates and errors’ (requirement for the disclosure of information when an
entity has not applied a new IFRS that has been issued but is not yet effective)

o Paragraph 17 of IAS 24, ‘Related party disclosures’ (key management compensation)
o The requirements in IAS 24, '‘Related party disclosures’ to disclose related party
transactions entered into between two or more members of a group.

12
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Notes to the accounts (continued)

2.1.1 Going concern

The company meets its day-to-day working capital requirements through its cash reserves and pool
account borrowings. The current economic conditions continue to create uncertainty particularly over the
level of demand for the company’s products. The company’s forecasts and projections, taking account of
reasonably possible changes in trading performance, show that the company should be able to operate
within the level of its current cash reserves and borrowings. After making enquiries, the directors have a
reasonable expectation that the company has adequate resources to continue in operational existence for
the foreseeable future. The company therefore continues to adopt the going concern basis in preparing its
financial statements.

2.1.2 Changes in accounting policy and disclosures

No new accounting standard, or amendements to accounting standards, or IFRIC interpretations that are
effective for the year then ended 30 September 2016, have had a material impact on the company.

2.2 Consolidation

The company is a wholly owned subsidiary of Thyssenkrupp UK PLC and of its ultimate parent,
Thyssenkrupp AG, a company incorporated in Germany. It is included in the consolidated financial
statements of Thyssenkrupp UK PLC which are publically available.

These financial statements are separate financial statements.

2.3 Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of the company are measured using the currency of the primary
economic environment in which the company operates (‘the functional currency’). The financial statements
are presented in ‘Pounds Sterling' (£), which is also the company’s functional currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
income statement within administrative expenses.

2.4 Tangible Assets and Depreciation

Plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that
is directly attributable to the acquisition of the items.

Depreciation on other assets is calculated using the straight-line method to allocate their cost or revalued
amounts to their residual values over their estimated useful lives, as follows:

Short Leasehold improvements - over 5 years
Plant and Machinery - between 3 and 15 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised within the income statement.

13
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Notes to the accounts (continued)

2.5 Intangible assets

Computer software
Costs associated with maintaining computer software programmes are recognised as an expense as
incurred. Development costs that are directly attributable to the design and testing of identifiable and
unique software products controlled by the company are recognised as intangible assets when the
following criteria are met:
o it is technically feasible to complete the software product so that it will be available for
use;
o management intends to complete the software product and use or sell it;
o there is an ability to use or sell the software product;
o it can be demonstrated how the software product will generate probable future economic
benefits;
o adequate technical, financial and other resources to complete the development and to
use or sell the software product are available; and
o the expenditure attributable to the software product during its development can be reliably
measured.

Directly attributable costs that are capitalised as part of the software product include the software
development employee costs and an appropriate portion of relevant overheads.

Other development expenditures that do not meet these criteria are recognised as an expense as
incurred. Development costs previously recognised as an expense are not recognised as an asset in a
subsequent period.

Computer software development costs recognised as assets are amortised over their estimated useful
lives, which does not exceed three years. The amortisation expense is recognised within administrative
expenses.

2.6 Financial assets

2.6.1 Classification

The company classifies its financial assets in the following categories: at fair value through profit or loss,
and loans and receivables. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.

(a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short term. Derivatives are
also categorised as held for trading unless they are designated as hedges (see Note 2.11). Assets in this
category are classified as current assets if expected to be settled within 12 months, otherwise they are
classified as non-current investments.

{b) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except for maturities greater than 12

months after the end of the reporting period. These are classified as non-current assets. The company’s
loans and receivables comprise receivables, cash and commercial paper in the balance sheet.

14
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Notes to the accounts (continued)

2.6.2 Recognition and measurement

Regular way purchases and sales of financial assets are recognised on the trade-date — the date on which
the company commits to purchase or sell the asset. Investments are initially recognised at fair value plus
transaction costs for all financial assets not carried at fair value through profit or loss. Financial assets
carried at fair value through profit or loss are initially recognised at fair value, and transaction costs are
expensed in the income statement. Financial assets are derecognised when the rights to receive cash
flows from the investments have expired or have been transferred and the company has transferred
substantially all risks and rewards of ownership. Financial assets at fair value through profit or loss are
subsequently carried at fair value. Loans and receivables are subsequently carried at amortised cost using
the effective interest method.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or
loss’ category are presented in the income statement within interest income or expenses in the period in
which they arise.

2.6.3 Impairment of financial assets

(a) Assets carried at amortised cost

The company assesses at the end of each reporting period whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of financial assets is
impaired and impairment losses are incurred only if there is objective evidence of impairment as a result
of one or more events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss
event (or events) has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.

2.7 Derivative financial instruments and hedging activities

The company has not applied hedge accounting and all derivatives are measured at fair value through the
income statement.

2.8 Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of work in progress
comprises design costs, raw materials, direct labour, other direct costs and related production overheads
(based on normal operating capacity). It excludes borrowing costs. Net realisable value is the estimated
selling price in the ordinary course of business.

Contract work in progress is stated at costs incurred, less those transferred to the income statement, after
deducting foreseeable losses and payments on account not matched with turnover.

2.9 Trade and other receivables

Trade and other receivables are amounts due from customers for merchandise sold or services
performed in the ordinary course of business. If collection is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified as current assets. If not, they are presented
as non-current assets.

2.10 Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly

liquid investments with original maturities of three months or less and bank overdrafts. In the balance
sheet, bank overdrafts are shown within borrowings in current liabilities.

15
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Notes to the accounts (continued)

2.11 Share capital

Ordinary shares are classified as equity.

2.12 Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers.

2.13 Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to items recognised in other comprehensive income or
directly in shareholders’ funds. In this case, the tax is also recognised in other comprehensive income or
directly in shareholders’ funds, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the company operates and generates taxable income.
Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognised on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. However, deferred tax liabilities are not
recognised if they arise from the initial recognition of goodwill; or arise from initial recognition of an asset
or liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit nor loss. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantively enacted by the balance sheet date and are expected to
apply when the related deferred income tax asset is realised or the deferred income tax liability is settied.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation authority on either the same taxable entity or different
taxable entities where there is an intention to settle the balances on a net basis.

2.14 Employee benefits
The company operates a defined contribution pension scheme- see note 20. In addition, the company

provides life assurance to all employees and private medical insurance to senior employees. An employee
bonus scheme provides bonus based on company and individual employee performance.

2.15 Provisions
Provisions are measured at the present value of the expenditures expected to be required to settle the

obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation- see note 15.

16
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Notes to the accounts (continued)

2.16 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents
amounts receivable for goods supplied and value added taxes.

The amount of profit attributable to the stage of completion of a long term contract is recognised when the
outcome of the contract can be foreseen with reasonable certainty. Turnover for such contracts is stated
at the cost appropriate to their stage of completion plus attributable profit, less amounts recognised in
previous years. Provision is made for any losses as soon as they are foreseen.

2.17 Leases

Leases in which substantially all of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received
from the lessor) are charged to the income statement on a straight-line basis over the period of the lease.

2.18 Dividend distribution

Dividend distributions to the company’s shareholders are recognised as a liability in the company’s
financial statements in the period in which the dividends are approved by the company’s shareholders -
see note 18.

3 Critical accounting estimates and judgments

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

3.1 Critical accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.

(a) Impairment of trade receivables

The company makes an estimate of the recoverable value of trade and other debtors. When assessing
impairment of trade and other receivables, management considers factors including the credit rating of the
receivable, the ageing profile of receivables and historical experience. See note 13 for the net carrying
amount of the receivables and associated impairment provision.

(b) General Provisions and contract accounting

The company provides for customer provisions as required and these include product warranty; customer
contract loss provision; dilapidation costs on leased buildings - see note 15.
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4 Financial instruments
The amounts charged to the income statement for derivative financial instruments are as follows:
2016 2015

Derivative financial instruments (73,429) 25,109

Derivative financial instruments

The company enters into forward foreign currency contracts to mitigate the exchange rate risk for certain
foreign currency receivables. At 30 September 2016, the outstanding contracts all mature within 6 months
(2015: 9 months) of the year end.

The forward currency contracts are measured at fair value, which is determined using valuation

techniques that utilise observable inputs. The key assumptions used in valuing the derivatives are the
exchange rates for GBP:USD and GBP:EUR.

5 Revenue

Analysis of revenue by geography

2016 2015
£ £
United Kingdom 25,434,357 30,899,172
25,434,357 30,899,172

Analysis of revenue by category
2016 2015
} £ £
Sale of goods 12,790,177 22,088,018
Services 12,644,180 8,811,154
25,434,357 30,899,172
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6 Operating profit

Operating profit is stated after charging:

2016 2015

£ £

Wages and salaries 4,003,722 3,836,926
Social security costs 408,659 360,266
Other pension costs (note 20) 265,485 242,958
Staff costs 4,677,866 4,440,150
Operating lease charges 312,789 316,918

Audit fees payable to the company’s auditor 18,000 17,000

7 Employees and directors

The average monthly number of persons (including executive directors) employed by the company during
the year was:
Number of employees

By activity 2016 2015
Production 60 65
Selling and distribution 4 -
Administration 18 14

82 79
Directors

The directors’ emoluments were as follows:

2016 2015

£ £

Aggregate emoluments 213,145 189,790
Company contributions to money purchase pension scheme 22,553 22,000
235,698 211,790

Retirement benefits are accruing to the following number of directors under:

2016 2015
Number Number

Money purchase scheme . 1 1
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8 Interest income and expense

Finance income
Interest income from the Group

Finance expense
Interest payable to the Group

Net finance cost
Interest income
Interest expense
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2016

12,171
(38,421)
12,171
(38,421)

(26,250)

2015
£

70,761
(23,486)

70,761
(23,486)

47,275
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9 Income tax
Tax expenses included in profit or loss
2016 2015
£ £
Current tax:
- UK Corporation tax on profits for the year - -
— Adjustment in respect of prior periods - -
Total current tax - -
Deferred tax:
Origination and reversal of temporary differences 6,682 (6,788)
Adjustments in respect of prior periods (613) -
Total deferred tax ; 6,069 (6,788)
Tax on profit on ordinary activities 6,069 (6,788)

Tax expense for the period is higher (2015: higher) than the standard rate of corporation tax in the UK for
the year ended 30 September 2016 of 20% (2015: 20.25%). The differences are explained below:

2016 2015
£ £

Profit on ordinary activities before tax 2,801,785 4,864,408
Profit multiplied by the standard rate of tax in the UK of 20% (2015: 560,357 994,591
20.25%)
Effects of:
— Fixed asset difference 582 1,102
— group relief surrendered/(claimed) (575,249) (1,005,211)
— Adjustments to tax charge in respect of prior years (613) -
- Expenses not deductible for tax purposes 2,508 2,435
— Changes in deferred tax rate 18,484 295
Tax Charge 6,069 (6,788)

Factors that may affect future current and total tax charges
The tax rate for the current year is lower than the prior year due to changes in the UK Corporation tax rate
which decreased from 21% to 20% from 1 April 2015.

Further reductions to 19% (effective from 1 April 2017) and to 18% (effective 1 April 2020) were
substantively enacted on 26 October 2015, and an additional reduction to 17% (effective 1 April 2020) was
substantially enacted on 6 September 2016. This will reduce the company’s future current tax charge
accordingly. Any deferred tax at 30 September 2016 has been calculated based on the rate of 17% being
the rate substantively enacted at the balance sheet date.
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10 Intangible assets

Software Total

£ £

Cost
At 1 October 2015 13,515 13,515
Additions 55,234 55,234
At 30 September 2016 68,749 68,749
Accumulated amortisation
At 1 October 2015 2,627 2,627
Charge for the year 6,416 6,416
At 30 September 2016 9,043 9,043
Net book value
At 30 September 2016 59,706 59,706
At 30 September 2015 10,888 10,888

The assets are carried at £59,706 (2015: £10,888) and are amortised over a period of 3 years (2015: 3
years) on a straight-line basis. There are no other individually material intangible assets.

11 Property, plant and equipment

Short Plant, Total
leasehold equipment,
property fixtures
and fittings
£ £ £
Cost :
At 1 October 2015 88,329 322,777 411,106
Additions - 9,320 9,320
At 30 September 2016 88,329 332,097 420,426
Depreciation
At 1 October 2015 55,831 270,440 326,271
Charge for the year 13,000 31,230 44,230
At 30 September 2016 68,831 301,670 370,501
Net book value
At 30 September 2016 19,498 30,427 49,925
At 30 September 2015 32,498 52,337 84,835
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12 Inventories
2016 2015
£ £
Raw materials and consumables 32,449 2,925
Work in progress 8,436,434 6,738,550
Payment on account (1,851,421) (2,164,198)

6,617,462 4,577,277

There is no significant difference between the replacement cost of work in progress and finished goods
and goods for resale and their carrying amounts.

Inventories are stated after provisions for impairment of £nil (2015: £nil).

13 Trade and other receivables

2016 2015
£ £

Due within one year:
Trade receivables 2,900,536 4,819,051
Amounts owed by group undertakings 1,575,562 8,999,161
Other receivables 176,229 6,694
Prepayments and accrued income 791,306 245,984
Deferred tax asset 104,740 110,809
Derivative financial instruments 17,873 5,258

5,566,246 14,186,957

Trade receivables of £nil (2015: £nil) fall due after more than one year.
Trade receivables are stated after provisions for impairment of £nil (2015: £nil).
Amounts owed by group undertakings are unsecured, have no fixed date of repayment and are repayable

on demand. Amounts owed by group undertakings which relate to the intercompany pool account are
interest bearing at 1.75% on Sterling account and 1.0% on Euro account
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14 Creditors: amounts falling due within one year

2016 2015
Amounts falling due within one year £ £
Creditors 3,298,188 6,560,432
Amounts owed to group undertakings 308,795 68,188
Taxation and social security 390,336 644,104
Other creditors 824,405 1,952,785
Derivative financial instruments 86,318 274
Accruals and deferred income 1,228,367 1,179,285

6,136,409 10,405,068

Amounts owed to group undertakings are unsecured, have no fixed date of repayment and are repayable
on demand. Amounts owed to group undertakings which relate to the intercompany poo! account are
interest bearing at 1.75% on Sterling account and 1.0% on Euro account.
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15 Provision for liabilities
The company had the following provisions during the year:
Contract Dilapidations Warranty on Total
losses completed
contracts
£ £ £ £
At 1 October 2015 489,203 62,007 141,866 693,076
Additions to the income statement 313,100 12,000 - 325,100
Amounts utilised (485,000) - - (485,000)
Unused amounts reversed to the - - (103,775) (103,775)
income statement
At 30 September 2016 317,303 74,007 38,091 429,401

Contract losses provision

The provision for contract losses reflects the expected losses, based on total costs to complete compared
to sales value, to arise on any customer contract at the balance sheet date.

Dilapidations provision

This relates to the expected dilapidation costs of returning a leasehold property to the state of condition
required by the lease at its termination. These costs will be incurred within five years of the balance
sheet date.

Warranty provisions

The warranty provision relates to warranties given to customers. The directors have provided for claims

that are expected to arise between the balance sheet date and the expiry of warranty. It is expected that
this expenditure will be incurred within two years of the balance sheet date.
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16 Deferred tax

The provision for deferred tax consists of the following deferred tax assets:

2016 2015
£ £
Deferred tax assets due after more than 12 months - 104,740 110,809
Total deferred tax assets 104,740 110,809
Deferred tax assets
AcceleratedRevaluation Short term Total
capital of timing
allowances derivative difference
financial
liabilities
£ £ £ £
At 1 October 2014 (84,251) (4,025) (15,745) (104,021)
Charged/(credited) to the income statement (11,810) 5,022 - (6,788)
At 30 September 2015 (96,061) 997 (15,745) (110,809)
Charged/(credited) to the income statement 9,121 (12,673) 9,621 6,069
At 30 September 2016 (86,940) (11,636) (6,124) (104,740)

There are no unused tax losses or unused tax credits.
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17 Share capital
Ordinary shares of £1 each
Allocated and fully paid 2016 2015
£ £
At 1 October and 30 September 130,000 130,000
18 Dividends
2016 2015
£ £
Ordinary shares
3,715.38p (2015: 3,230.77p) per £1 share 4,830,000 4,200,000
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19 Capital and other commitments

The company had the following future minimum lease payments under non-cancellable operating leases
for each of the following periods:

2016 2015
Property Motor Other Property Motor Other
vehicles vehicles
£ £ £ £ £ £
Not later than one 131,331 39,268 3,939 191,140 36,167 3,255
year:
Later than one year 93,506 35,343 3,080 203,138 16,040 4,883
and not later than
five years
224,837 74,611 7,019 394,278 52,207 8,138

20 Pensions

The company operates a defined contribution scheme. The total pension cost for the company for this
scheme was £265,485 (2015: £242,958). The amount of pension contributions owed by the company to
the pension scheme at the balance sheet date was £35,190 (2015: £33,259).

21 Ultimate parent company and immediate parent undertaking

The company regarded by the directors as being the ultimate controlling company is ThyssenKrupp AG
which is incorporated in Germany. This is the largest and smallest group within which ThyssenKrupp
System Engineering Limited is consolidated. The consolidated financial statements of ThyssenKrupp AG
can be obtained from ThyssenKrupp, Allee 1, Postfach 45063, 45143 Essen, Germany.

The company is a wholly owned subsidiary of ThyssenKrupp UK PLC, registered in England.
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22 Explanation of transition to FRS 101 from old UK GAAP

As stated in note 2, these are the Company’s first financial statements prepared in accordance with FRS
101.

The accounting policies set out in note 2 have been applied in preparing the financial statements for the
year ended 30 September 2016 and the comparative information presented in these financial statements
for the year ended 30 September 2015. The transition date was 1 October 2014.

In preparing its FRS 101 balance sheet, the Company has adjusted amounts reported previously in
financial statements prepared in accordance with its old basis of accounting (UK GAAP). An explanation
of how the transition from UK GAAP to FRS 101 has affected the Company's financial position and
financial performance is set out in the following table and the notes that accompany the table.

Reconciliation of profit and equity from old UK GAAP to FRS 101

Profit for Equity as at Equity as at
Note 2015 30 September 2015 1 October2014
£ £ £

Amount under old GAAP as 4,839,299 7,757,826 7,118,527
previously reported
Software A - - -
Derivative financial instruments B 25,109 4,984 (20,125)
Deferred Tax C (5,022) (997) 4,025
Amount under FRS 101 4,859,386 7,761,813 7,102,427

Notes to the reconciliation of profit and equity
A) Software

Under FRS 101, software is now classified as intangible assets rather tangible assets as they were under
UK GAAP. The net book value of the assets reclassified from tangible assets to intangible assets is
£59,706 (2015: £10,888).

B) Derivative financial instruments

The company enters into forward foreign currency contracts to mitigate the exchange rate risk. FRS 101
requires that derivative financial instruments are recognised on the statement of financial position at fair
value and the foreign exchange gains and losses arising from revaluation are now shown in the income
statement.

C) Deferred Tax
A deferred tax asset/(liability) has been recognised at 1 October 2014 and 30 September 2015 with respect to the

derivative financial instruments as per note B above along with the movement in deferred tax balances being
recognised through the income statement for the year ended 30 September 2015.
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