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Henton Engineering Limited
Annual report and financial statements
Year ended 31 January 2014

Strategic report
Principal activity

The principal activity of the company is the engineering, machining and testing of large ring shaped components.
These are produced for the demanding requirements dictated by applications in aircraft and marine engine and by
the ultra-lightweight required for satellite and spacecraft use.

Business review
The profit and loss account is presented on page 7.

Turnover for the year improved by 6% to £8.4million compare to the prior year (2013: £7.9 million). Increased in
volume and significant productivity improvements have resulted in a gross margin of £1.4m (2013: 0.6m) which
represents 16% of sales (2013: 7%). Senior management changes immediately prior to the commencement of the
financial year contributed to improved customer confidence in the business. The business responded by achieving
vastly improved delivery and quality performance, which in turn has resulted in an increasing order book to benefit
the current year and future results. As a result of these movements and after contributing £0.3 million (2013: £0.3
million) to the management costs of its parent company the company reports a profit before tax for the year of £0.04
million (2013: loss £0.7 million). EBITDA for the year is £0.4million (2013: loss £0.4million).

The outlook for the year ended 31 January 2015 is very encouraging. Sales in the first four months of the year are
5% up on that for the similar period in the previous year and management looks forward to seeing the results of this
sales performance being reflected upon the profit before tax for the 31 January 2015 year end. Specific activities
that will be performance enhancing for the rest of the year are the finalisation of long term agreements with major
customers and further manufacturing efficiency improvements. In order to facilitate this the management team has
been further strengthened.

Pﬁncipal risks and uncertainties

The company operates in a number of markets including aerospace propulsion and space exploration systems,
medical equipment and instrumentation. The development of major new aircraft and their propulsion systems can
be subject to timing variations which in turn impact upon companies in the supply chain, such as Henton
Engineering Limited. It is the opinion of the Board that risks associated with timing variations and in particular
programme delay are of a relatively short term nature with the longer term indications for aerospace remaining
positive.

Going concern

~ The company is part of the Group headed by Nasmyth Group Limited and participates in Group banking and

guarantee arrangements. The current facilities commenced in June 2012 and were initially agreed for a period of
three years. In May 2013 the term loan facility was renewed for a further 36 months and all other facilities roll
forward under the existing agreements. As a reflection of the Group’s performance and compliance history the bank
removed the need for specific for financial or collateral covenants to apply to these facilities. The directors of
Nasmyth Group consider that there are appropriate facilities in place to finance the activities of the group for the
foreseeable future.

The Board would like to take this opportunity to thank its principal banker for the belief, confidence and support it
has provided throughout the Group’s relationship and looks forward to working with them during the coming year.
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P _Smith : Nasmyth House
Director Coventry Road
Exhall

Coventry

16 October 2014 CV79FT
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Directors’ report

The' directors present their report and the aﬁdiped financial statements for the year to 31 January 2014.
Dicestops Tt e e
The directors who held office during the year, and since the end of the year, were as follows:

P Smith
S Beech
M Edmonds

Dividend
Dividends of £nil (2013: £117,416) were paid during the year.
Political and charitable contributions '
‘The company made no'politica.ll or charitable contributions during the year (2073 £nil).
Disclosure of information to auditors |

The directors who held office at the date of approval of this directors report confirm that, so far as each of them is
aware, there is no relevant audit information of which the company’s auditors are unaware, and each director has
taken all the steps that he ought to have taken asa director to make himself aware of any relevant audit information
and to establish that the company’s auditors are aware of that information.

Auditors

Pursuant to Section 487 of the Companies ‘Act 2006, the auditors will be deemed to Be reappointed and will
therefore continue in office. '

By order of the board

A

P Smith Nasmyth House
Director : Coventry Road
‘ ' Exhall

o Coventry

‘16 October 2014 : CV79FT
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Statement of directors’ responsibilities in respect of the Strategic Report and the
Directors’ Report and the financial statements

The directors are responsible for preparing the Strategic report and the Directors’ Report and the ﬁnancml
statements in accordance with applicable law and regulations.

- Company law requires the directors to-prepare financial statements for each financial year. Under that law they

have elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law
(UK Generally Accepted Accounting Practice).

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 these financial statements the directors are required to:

= select suitable accounting policies and then apply them consistently;
m  make judgments and estimates that are reasonable and prudent;

m state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

m  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. They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other irregularities.
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KPMG LLP

.. Altius House ..
One North Fourth Street
Milton Keynes
MKS 1NE
United Kingdom

Independent auditor’s report to the members of Henton Engineering Limited

We have audited the financial statements of Henton Engineering Limited for the year ended 31 January 2014 set out
-on pages 7 to 19. The financial reporting framework that has been applied in their preparatlon is applicable law and
UK Accounting Standards (UK 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 Stateément set out on page 4, 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) Those standards require us to comply with the Auditing '

Practices Board's Ethical Standards for Audrtors
Scope of the audit of the financial statements
A description of the scope of an audit of financial statements is provided on the Financial Reporting Council’s web-

site at www.frc.org.uk/auditscopeukprivate

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 31 January 2014 and of its proﬁt for the year
then ended;

-+ have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and

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




Independent auditor’s report to the members of Henton Engineering Limited
(continued)

Opinion on other matter prescribed by the Companies Act 2006

" In'our o‘p‘ihion'the information given in the Strategic Réport and thé Directors” Report for the financial year for which
the financial statéments are prepared is consistent with the financial statemernits

Matters on which we aré required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 ;equirés 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
branches not visited by us; or

» the financial statements are not in agreement with the accounting records and returns; or

« certain disclosures of directors' remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.

v

David Simpson (. Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
- Chartered Accountants

23 C)CTBG.E‘L 20\




‘Profit and loss account
Jor the year ended 31 January 2014

Turnover
Cost of sales

Gross profif

Administrative expenses
Other operating income: amortisation of negative goodwill

Operating profit/(loss)
Interest payable and simjlar'charges

Profit/(loss) on ordinary activities before taxation
Tax on profit/(loss) on Ordina;y activities

Profit/(loss) for the financial year

The results reported above arise from the acquisition of continuing operations.

Notes on pages 10 to 19 form part of these financial statements -

Note

16
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Year ended 31 January 2014

2014

£'.'

8,377,274
(7,016,895)

1,360,379

(1,295,104)

84,778

150,053

(111,064)

38,989
29,405

68,394

2013

£

7,925,142
(7,379,456)

545,686

(1,240,811)

101,497

(593,628) -

(100,968)

(694,596)
233,900

(460,696)




Balance sheet
at 31 January 2014

.. Fixed assets

" Tntangible assets - negative goodwill
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and in hand .

Cre_d_itofs: amounts falling due within one year -
Net current asset

Total assets less current liabilities
Creditors: amounts falling due after more than one year

Provisions for liabilities

Net assets

- Capital and reserves -
Called up share capital
Revaluation reserve
Profit and loss account

Shareholders’ funds

Note

10

12

13
14

15
16
16

17

- 2014 2014
£ £
985,738
985,738
1,312,197
1,994,638
2,103
3,308,938
(2,798,777)
510,161
1,495,899
(1,242,294)
@,571) -
249,034
181,101
67,932
249,034

Henton Engineering Limited
Annual report and financial statements
Year ended 31 January 2014

2013

1,758,066
2,840,803
33,766

4,632,635
(4,224,592)

2013
£
(84,778)
1,301,106

1,216,328

408,043

1,624,371

(1,398,595)
(45,136)

180,640

217,552
(36,913)

180,640

These financial statements were approved by the board of directors on 16 October 2014 and were signed on its

behalf by: :

s

P Smith
-Director

Registration number: 06453721

Notes on pages 10 to 19 form part of these financial sta’temehté




Statement of total recognised gains and losses
Jfor the year ended 31 January 2014

Profit /(loss) for the year
Unrealised surplus on the revaluation of fixed asséts

Total recognised gains and losses relating to the financial year

Note of historical cost profit and losses
Jor the year ended 31 January 2014

Reported profit/(loss) on ordinary activities before taxation _
Difference between historical cost depreciation charge and the actual
depreciation charge for the year calculated on the revalued amount

Historical cost profit/(loss) on ordinary activities before taxation

Historical cost profit/(loss) for the year after taxation .

Henton Engineering Limited

“Annual report and financial statements

Year ended 31 January 2014

2013

£000 ...

2014
. £000 ..

68,394 (460,696)
- 251,841
68,394 (208,855)
2014 2013
£000 £000
38,989 (694,596)
36,451 34,289
75,440 (660,307)
104,845 . (426,407)
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Notes

(forming part of the financial statements)

1

Accounting pblicies

The following accounting policies have been applied consmtemly in dealmg with items Wthh are con51dered

- material in relation to the company’s financial statements: :

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under
the historical cost accounting rules.

Under Financial Reporting Standard 1 (revised 1996) the company is exempt from the requirement to prepare
a cash flow statement on the grounds that a parent undertaking includes the company in its own published
consolidated financial statements.

Going concern

The company’s business activities, together with the factors likely to affect its future development and
position, are set out in the Strategic Report on page 2.

The company continues to adopt the going concern basis of accounting in preparmg the annual financial
statements.

The company is part of a group with sufficient financial résources. As a consequence, the directors believe
that the company is well placed to manage its financial risks successfully and that the company has adequate
resources to continue in operational existence for the foreseeable future.

Related party transactions

As all of the Company’s voting rights are controlled within the Group headed by Nasmyth Group Limited, the
Company has taken advantage of the exemption contained in FRS 8 and has therefore not disclosed
transactions or balances with entities which form part of the group (or investees of the group qualifying as
related parties). The consolidated finaficial ‘staternents’ of Nasmyth Group Limited, within which this
Company is included, can be obtained from the address given in note 20. :

Fixed assets and depreciation

Depreciation is calculated to write off the cost of all tangible fixed assets by equal annual instalments over
their estimated useful economic lives as follows:

Plant and machinery 7 to 12 years
Fixtures, fittings and equipment 5 years
Motor vehicles 5 to 7 years

The accounting policy for valuing plant and machinery and motor vehicles is fair value.
Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies-are translated using the rate of exchange
ruling at the balance sheet date and the gains or losses on translation are included in the profit and loss
account. »

10



Henton Engineering Limited
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Notes (continued)

1

Accounting policies (continued)

Post-retirement benefits

. The Company operates a defined contribution pension scheme. Contributions to the scheme are charged to

the profit and loss account in the year in which payment is made.
Taxation

The charge for taxation is based on the profit for the year and takes into account taxation deferred because of
timing differences between the treatment of certain items for taxation-and accounting purposes.

Deferred tax is recognised, without discounting, in respect of all timing differences between the treatment of
certain items for taxation and accounting purposes which have arisen but not reversed by the balance sheet
date, except as otherwise required by FRS 19.

Turnover

Turnover represents amounts recognised for the supply of goods and services and is stated net of VAT.
Cash and liquid resources

Cash comprises cash in hand and deposits repayable on demand, less overdrafts payable on demand.
Stocks and work in progress ‘

Stock and work in progress are valued at the lower of cost and net realisable value. Cost is represented by
direct materials and labour together with attributable amounts of fixed and variable overheads incurred in
bringing each product to its present location and condition. Net realisable value is estimated selling price less
further costs to completion and disposal.

Leased assets

Assets held under finance leases and hire purchase contracts are capitalised in the ‘balance sheet and
depreciated over their expected useful lives. The outstanding future lease obligations are shown in creditors.
The interest element of leasing payments represents a constant proportion of the capital balance outstanding
and is charged to the profit and loss account over the period of the lease.

All other leases are regarded as operating leases and the payments made under them are charged to the profit

and loss account on a straight line basis over the lease term.

Goodwill

Purchased goodwill (both positive and negative) arising on business combination in respect of acquisitions
before 1 January 1998, when FRS 10 ‘Goodwill and intangible assets’ was adopted, was written off to
reserves in the year of acquisition. When a subsequent disposal occurs any related goodwill previously
written off to reserves is written back through the profit and loss account as part of the profit or loss on
disposal.

Purchased goodwill (representing the excess of the fair value of the consideration given over the fair value
of the separable net assets acquired) arising on business combinations in respect of acquisitions since 1
January 1998 is capitalised.

Negative goodwill arising on business combinations in respect of acquisitions since 1 January 1998 is
included within fixed assets and released to the profit and loss account in the years in which the fair values
of the non-monetary assets purchased on the same acquisition are recovered, whether through depreciation
or sale.

11



Notes (continued)

2

Turnover

An analysis of turnover by geographical market is given below:

United Kingdom

Europe
Africa

Profit/(loss) on ordinary activities before taxation

The (loss)/profit on ordinary activities is stated after charging/(crediting):

Auditors’ remuneration: )
- audit of these financial statements
- other services relating to taxation
Depreciation of tangible fixed assets:
- owned assets
- assets held under findnce leases and hire purchase contracts
Amortisation of negative goodwill
Profit on disposal '
Operating lease rentals — hire of plant and machinery

Remuneration of directors

Henton Engineering Limited

Annual report and financial statements
Year ended 31 January 2014

2014

256,613
59,849

8,377,274

2014

5,000
7,500

273,791
98,635
(84,778)

Y AT
8,060,812

2013
7,742,084
145,439
37,619

7,925,142

2013

5,000
7,500

287,188
92,482
(101,497)
(19,983)
9,377

The directors of the company are employed and remunerated by the parent company. Their emoluments are

disclosed in the accounts of the parent company.

Staff numbers and costs

The average number of empioyées of the company (excludidg directors) during the year, analysed by

category, was as follows:

Administration °
Production

The aggregate payroll costs of these.persons were as follows:

Wages and salaries
Social security costs _
Pension costs (See note 19)

2014
Number

14
56

70

2014
£

2,110,519
212,610
73,356

2,396,485

2013
Number

14
49

63

2013
£.

2,183,234
216,885
62,181

2,462,300




Notes (continued)

6

Interest

Interest payable and similar charges

‘Bankloans and overdrafts’

Other interest
Hire purchase interest

Taxation

Analysis of credit in the year:

UK corporation tax

Current tax on income for the year
Payments/(receipts) in respect of group relief
Over provision in prior years — group relief

Total current tax

Deferred taxation
Reversal of timing differences
Adjustment in respect of prior years

4 Totaf deferfed tax

Tax on loss.on ordinary activities

Factors affecting the tax credit for the current year

Henton Engineering Limited
Annual report and financial statements’
Year ended 31 January 2014

2014

©° 37,900
39,600
33,564

111,064

. 2014
£
5,454

24,858
(19,152)

11,160

(29,527)
(11,038)

(40,565)

(29,405)

2013

11" 44,984

17,620
38,364

100,968

2013

(175,398)
(21,689)

(197,087)

(31,955)
(4,858)

(36,813)

(233,900)

The current tax‘charge/(cred'it) for the year is higher (2013 higher) than the standard rate of corporation tax

in the UK 23.16% (2013: 24.33%). The differences are explained below:

Current tax reconciliation
Profit/(loss) on ordinary activities before tax

Current tax at 23:16% (2013: 24.33%)

Effects of:

Expenses not deductible for tax purposes
Depreciation in excess of capital allowances
Other short term timing differences -

Research & Development enhanced expenditure

. Adjustment in respect of prior years

Total current tax charge/(credit) (see above)

2014
£

38,989

9,030

. (2,389)
30,654
1,011
(7,994)
(19,152)

11,160

2013
£

(694,596)

(168,9’95)

(14,914)
31,178
(772)
(21,895)
(21,689)

(197,087)

13



Notes (continued

7 Taxation (continued)

Factors that may affect future current and total tax charges

Henton Engineering Limited
Annual report and financial statements
Year ended 31 January 2014

.. Reductions in the UK corporation tax rate.from 26%.to 24% (effective from 1 April 2012) and to 23% . .
(effective 1 April 2013) were substantively enacted on 26 March 2012 and 3 July 2012 respectively.
Further reductions to 21 (effective from 1 April 2014) and 20% (effective from 1 April 2015) were

substantively enacted on 2 July 2013.

This will reduce the company's future current tax charge accordingly and reduce the deferred tax asset as at
31 January 2014 which has been calcu]ated based on the rate of 20% and 21% substantively enacted at the

balance sheet date.

8 Intangible fixed assets
Cost
Cost at beginning and of year

Amortisation
At beginning of year
Credited to profit and loss in the year

Atend of year.

" Net bb:ok value
At 31 January 2014

- A3l January 2013

Negative
Goodwill
R

(1,048,275)-

963,497
84.778

1,048,275

(84,778)

Negatlve goodwill arising on the acquisition of certam trade and assets from the receiver of J.S. Chinn
Holdings Limited in 2008 where consideration was lower than.the fair value of the non-monetary assets
acquired. An amount equal to the fair value of the non-monetary assets acquired is being released to the
profit and loss account commensurately with the recovery of the non-monetary assets acquired, whethér

through depreciation or sale.

14
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Notes (continued)

9

Tangible fixed assets
Fixtures,
Plant and fittings &
machinery equipment Motor vehicles Total
L S T g
Cost
At beginning of year’ 1,396,604 141,140 2,800 1,540,544
Additions 17,015 40,043 - 57,058
Atend of year ' 1,413,619 181,183 2,800 1,597,602
Depreciation ‘
At beginning of year 195,843 43,194 401 239,438
Charge in the year , 344,207 27,418 801 372,426
At end of year 540,050 70,612 1,202 611,864
Net book value . i
‘At 31 January 2014 873,569 110,571 1,598 985,738

At 31 January 2013 1,200,761 97,946 2,399 1,301,106

Included in the total net book value 6f plant and machinery is £485,038 (2013: £641,221) in respect of assets
held under finance leases and similar hire purchase contracts. Depreciation for the year on these assets was
£98,635 (2013: £92,079). '

Plant and machinery and motor vehicles, included at valuation on an open market value basis, would appear

" as follows under the historical cost convgntion:

Plant and Motor
machinery vehicles
£ £

At historic cost:
Historical cost of revalued assets : 2,069,337 6,434
-Aggregate depreciation thereon (1,376,869) 6,434
v Net book value ) 692,468 -

A full valuation was performed on 23 July 2012 to 3 August 2012.

The full valuation was performed by Hilco Appraisal Limited, a full- -service appraiser of business assets. The
machinery and equipment valuation was performed in accordance with the Royal Institution of Chartered
Surveryors (RICS) Appraisal & Valuation Standards, and was led by Ian Bacon, a member of RICS, who is
external to the Nasmyth Group.

The open market value of plant and machinery and motor vehicles is detérmined before the deduction of
expected selling costs.

The directors are not aware of any material change in value and therefore the valuations set out above have
not been updated.

15



Notes (continued)

10

11

12

Stocks

Raw materials and consumables |
Work in progress

Debtors

Trade debtors
Amounts owed by group undertakings

Amounts owed by associated undertakings

Prepayments and accrued income
Other Debtors

Creditors: amounts falling due within one year

Amounts owed to group undertakings
Amounts due to associated undertakings
Trade creditors '
Other taxes and social security

Net obligations under hire purchase contracts

Other creditors
Accruals and deferred income
Corporate tax

" Other creditors includes secured debts of £994,734 (2013:

and vary in line with sales.

Henton Engineering Limited
Annual report and financial statements
Year ended 31 January 2014

2014

£

262,313
1,049,884

1,312,197

2014
£

1,944,268
9,775
1,612

31,634
7,349

1,994,638

2014

£

25,641
61,553
1,077,527
338,799
127,997
1,032,210
129,596
5,454

2,798,777

2013

£
243,769
1,514,297

1,758,066

2013
£

2,524,499
241,059
1,152
72,855
1,238

2,840,803

2013
£

105,436

1,288,944
261,978
128,635

2,033,475
406,124

4,224,592

£1,850,736) which are secured upon trade debtors

16



Henton Engineering Limited
Annual report and financial statements
Year ended 31 January 2014

Notes ( continuec?)

13 Creditors: amounts falling due after more than one year
. 2014 2013
...... P
Amounts owed to group undertakings A 1,049,563 1,077,426
Net obligations under hire purchase contracts -~ - 192,731 321,169
1,242,294 1,398,595

The maturity of obligations under finance leases and hire purchase contracts is as follows:

2014 2013

£ £

Within one year ‘ _ v : 127,997 128,635

In the second to fifth years . 192,731 321,169

320,728 449,804

14 Provisions for liabilities 4

Deferred

-taxation

£

At beginning of year . i . - . .. . . . : . ' . . . . 45,136

Credited to the profit and loss account . . (40,565)

At end of year : 4,571
The components of the deferred tax liability are as follows:

: 2014 2013

£ £

Timing differénces between depreciation and capital allowances . 6,954 : 46,782

Other short term timing differences . ) : . (2,383) (1,646)

Deferred tax liability at end of year : 4,5’71 45,136

17



Notes (continued)

15

16

17

18

Called up share capital

“* Allotted, called up and fully paid =~~~

Ordinary shares of £1each
Reserves
At beginning of year

Profit for the financial year
Transfer

At end of year

Reconciliation of movements in shareholders’ funds

" Profit/(loss) for the financial year

Dividend
Revaluation

Net increase/(reduction) to shareholders’ funds
Opening shareholders funds

Closing shareholders’ funds

Cqmmitments

Operating lease commitments

Annual commitments under operating leases which expire:
In over five years

Other commitments

Henton Engineering Limited

Annual report and financial statements
Year ended 31 January 2014

2014

)

Revaluation
reserve
£

217,552

(36,451)

181,101

2014

68,394

68,394
180,640

249,034

2014

1,702

1,702

2013

—

Profit and loss

account
£

(36,913)
68,394
36,451

67,932

2013
£

" (460,696) -

(117,416)
251,841

(326,271)
506,911

180,640

Other
2013

1,702

1,702

The company has given.cross guarantees in respect of the bank borrowings of group compames which at 31

January 2014 amounted t0'£7,559,000 (2013 £8,043,000).

18
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Notes (continued) |

19

20

"Pension scheme

- The Company operates a defined contribution pension scheme. The pension cost charge for the year
Tepresents contributions payable by the Company to the scheme and amounted to £73,356.(2013: £62,181).

 Contributions amounting to £6,205(2013: £6,785) were payable to the scheme and are included in creditors.

Ultimate parent company and. parent undertaking of larger group of which the company is a member

The Company is a subsidiary undertaking of Nasmyth Group Limited, which is the ultimate parent company
and is incorporated in England and Wales.

The largest group in which the results of the Company are consolidated is that headed by Nasmyth Group
Limited. No other group financial statements include the results of the Company. The consolidated financial
statements of Nasmyth Group Limited are available to the public and may be obtained from Nasmyth House,
Coventry Road, Exhall, Coventry, CV79FT.

19



