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Schaltbau Machine Electrics Limited
Directors' Report for the Year Ended 31 December 2020

The directors present their report and the audited financial statemients for the year ended 31 December 2020.

Directors' of the company

The directors of the company who were in office durmg the year and up to the date of signing the financial
statements were as follows

T Fox

D R Konrad

: Prlnclpal actlv1t1es
The principal activity of the company is the manufacture repair and distribution of electrical components for

use in a broad spread of 1ndustr1es

Fair review of the business
The company's key financial and other performance indicators during the year were as follows:

Unit 2020 2019

Turnover . : ' x ' £000 5,615 6,096
Gross profit margin o % . 4078 - 3825
Profit before tax . £000 304 359
Profit before tax as a percentage of turnover a % . 541 - 5.89

Business review
Principal risks and uncertainties

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument -
fails to meet its contractual obligations, and arises principally from the Company s receivables from customers
and investment securities. :

The carrying amount of financial assets of £1,556,000 (2019: £1,254,000) represents the maximum credit
exposure. In addition, the Company has established a credit policy under which each new customer is analysed
for creditworthiness before the standard payment and delivery terms and conditions are offered. The Company
also maintains for each customer sale limits that if exceeded require approval from management.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obhganons as they fall due.

The Company monitors the level of expected cash mﬂows on trade and other receivables together with expected
cash outflows on trade and other payables

4Market‘risk ,
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Company’s income or the value of its holdings of financial instruments.

The Company is exposed to currency risk to the extent that there is a mismatch between the currencies in which
" sales and purchases are denominated. The Company’s policy is to ensure that its net exposure is kept to an
acceptable level by buying or selling foreign currencies at spot rates when necessary to address short-term ,
imbalances. The results for the year are set out in the Income Statement on page 10.

Although the Company continues to operate in a difficult trading environment, positive earnings before interest
and tax (EBIT) were achieved for 2020 and the prior three years. Considering the growth in demand for

~ products in its area of specnalty the directors consider that its planned revenues and profits should enable the
Company to continue in operattonal existence for the foreseeable future.
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Directors' Report for the Year Ended 31 December 2020

The directors have also identified COVID-19 as a possible financial risk to the company. Thus far the pandemic

" hasnot resulted in any material shortages or any increase in absence level within the workforce. However, the

company has seen'a drop. in revenue due to the pandemic and has made use of the government’s Coronavirus

Job Retention Scheme as and when appropriate. The directors recogmse that the uncertainties associated with
the ongoing pandemic could change this. ‘

The directors have reviewed the impact of COVID-19 and have made the necessary changes to the processes.-

- Enhanced safety and hygiene procedures to safeguard our employees have been put in place including
an increased sanitisation regime across the factory, physical distancing measures and home working
where possible.

- All agency workers have been released

- Visits from external parties are now held on online meeting applications such as Mlcrosoﬁ Teams or
Zoom wherever possible.

Brexit

The company has prepared as far as possible for the impact of Brexit on its tradmg with Europe. The company .
exports a significant portion of its turnover worldwide and is experienced in the requirements for international
trade and has therefore budgeted accordingly for addmonal cost associated with departure from the European
Union and the end of the transition period.

Political donations
The Company made no political donatlons or mcurred any political expenditure during the year (2019: £nil).

Employment of drsabled persons : .
The company's policy is to recruit disabled workers for those vacancies that they are able to fill. All necessary
assistance with initial training courses is given. Once employed, a career plan is developed so as to ensure
suitable opportunities for each disabled person. Arrangements are made, wherever possible, for retraining
employees who become disabled, to enable them to perform work identified as appropriate to their aptitudes and
abilities. .

Employee involvement :
The company's policy is to consult and discuss with employees through staff meetings, all matters likely to
affect employees' interests.

Information on matters of concern to employees is given through bulletins and reports that seek to achieve a
common awareness on the part of all employees of the financial and economic factors affecting the company s
performance

Engagement with suppliers, customers and other business relationships
As part of the Schaltbau Group, Schaltbau Machine Electrics Limited conforms to the Schaltbau Group Code of
Conduct which all employees are asked to observe in their day-to-day activities.

The code of conduct sets out the foundations of how the company deals with all of its stakeholders.
This includes but is not limited to:

e  Expectations towards business partners

e  Corporate principles :

e  General conduct for employees and the company : v
e  Conduct of the company towards its employees

¢ Conduct of employees towards the company and third parties

¢ Compliance implementation and Control

" The company’s local management is respons1ble to ensure comphance to the Code of Conduct. Schaltbau Group
monitor compliance through its compliance system and regular audit.
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Future developments : : :

Schaltbau operates in several markets associated with DC power storage and use which are expected to grow
significantly in the coming years. Our product portfolio has grown and is ideally suited to capitalise on the move
to greener forms of energy required to meet future requirements. Our expertise in DC power will help us support
our customers in developing their offerings and support our significant planned growth in the coming years.
Business in the Rail market is expected to be subdued in the short term, due to low passenger numbers resulting
from lockdowns, however long term this remains a key market which we have excellent products to sell in to.
We continue to work closely with our sister companies in the Schaltbau group to ensure we can support our
customers worldwide. ‘

Research and development
Research and new product development is led by Schaltbau GmbH with limited activities performed locally

Going concern ; .
The company's business actlvmes together with factors likely to affect its future development and position, are
set out above.

The company is expected to continue to generate positive cash flows and as such the directors have a reasonable
expectation that the company will be able to continue in operational existence for the foreseeable future. Thus,
they continue to adopt the going concern basis of accounting in preparing the annual financial statements.

Due to COVID-19 the company has adjusted its forecasts and is still expected to continue posting positive
results and to generate positive cash flows. : '

- . Disclosure of information to the auditors

_ Each director has taken steps that they ought to have taken as a dlrector in ‘order to make themselves aware of
any relevant audit information and to establish that the company's auditors are aware of that information. The
directors confirm that there is no relevant mformatlon that they know of and of which they know the audrtors are
unaware.

Reappointment of auditors
. The independent auditors PricewaterhouseCoopers LLP are deemed to be reappointed under section 487(2) of
the Companies Act 2006.

The financial statements on pages 10 to 28 were approved by the Board of Directors on 3 Malrch 2021 and
signed on its behalf by: :

T Fox
Director

' ' ' [




‘Schaltbau Machine Electrics Limited
Statement of Directors' Responsibilities.

The directors acknowledge their responsxbllmes for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 101 'Reduced Disclosure,
Framework' ('FRS 101'). 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 apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether FRS 101 has been followed, subject to any material departures disclosed and explained in the
financial statements; 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 accountmg 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 are also
responsible for safeguardirig the assets of the company and hence for taking reasonable steps for the preventxon
and detection of fraud and other megulantles

T Fox
Director )
Date: 3™ March 2021
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Independent auditors’ report to the
members of Schaltbau Machine

Electrics Limited |
Report on the audit of the financial statements

Opinion

In-our opinion; Schaltbau Machine Electrics Limited‘s financial statements:

e give a true and fair view of the state of the company’s affalrs as at 31 December 2020 and of |ts profit for the year
then ended;
e have been properly prepared in accordance with ‘United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law), and
‘o have been prepared in accordance with the requirements of the Companies Act 2006.

_We have audited the financial statements, included within the Annual Report and Financial Statements (the “ Annual
Report "), which comprise: the statement of financial position as at 31 December 2020; the income statement and
statement -of changes in equity for the  year then ended; and the notes to the financial statements, which include a
description of the significant accounting policies.

Basis fdr opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities undér ISAs (UK)‘are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion. : '

.Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of -
the financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethlcal
responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively,, may cast significant doubt on the company’s-ability to continue as a going concern for a
period of at least twelve months from when the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the directors’ use of the gomg concem basis of accounting

in the preparation of the financial statements is appropriate.
]

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the
company's ability to continue as a going concem. :

Our responsibilities and the responsibilities of the dlrectors with respect to going concern are described in the relevant
sections of this report.
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Reportmg on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
- auditors’ report thereon. The directors are responsuble for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent
otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financia! statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other mformatlon we are requ1red to report that fact. We have nothlng to
report based on these responsibilities. .

With respect to the Directors' Report, we also considered whether the disclosures requnred by the UK Companies Act
2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain
opinions .and matters as described below. - ) '

Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Directors' Report for
the year ended 31 December 2020 is consistent with the financial statements and has been prepared in accordance with
appllcable legal requirements.

In hght of the knowledge and understandlng of the company and its enwronment obtained in the course of the audit, we
did not identify any material misstatements in the Directors' Report

Responsibilities for the financial statements and the eUdit

Responsibiiities of the directors for the financial statements

. As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible for the preparation of

:the financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair
view. The directors are also responsible for such internal control.as they determine is necessary to enable the preparation
of financial statements that are free from material-misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responeible for assessing the company'’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to
"do so. '

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, ‘whether Hue to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not.a guarantee that an audit conducted in accordance with
ISAs (UK) wilt always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and reguiations. We design procedures in line
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The
extent to which our procedures are capable of detecting irregularities, including fraud, is detailed below.

7
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Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with
laws and regulations related to import and éxport duties, health and safety and other employment matters, and we’
considered the extent to-which non-compliance might have a material effect on the financial statements. We ‘also
‘considered those laws and regulatioris that have a direct impact on the financial statements such as the Companies Act
2006. We evaluated management's incentives and opportunities for fraudulent manipulation of the financial statements
(including the risk of override of controls), and determined that the principal risks were related to fraudulent transactions
designed to overstate profits in order to maintain or exceed expectations of its parent company. Audit procedures
performed included:

+ Discussions with management, including consideration of known or suspected instances of non-compliance with laws.
and regulations and fraud;

o Reviewing management meeting minutes and reports that set out the Company's review of compliance matters;

* |dentifying and testing journal entries, in particular those having unusual account combinations or posted by senior
management, : : o :

e Obtaining third party confirmations of all the Company's banking and financing arrangements.

There_are inherent limitations in the audit procedures described above. We are less likely to become.aware of instances
of non-compliance with laws and regulations that are -not closely related to events and transactions reflected in the
financial statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not
. detecting one resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion.

A-further description of-our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, ihcluding 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. A

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:

* we have not obtained all the information and explanations we require for our audit; or

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

s certain disclosures of directors’ remuneration specified by law are not made; or

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

" We have no exceptions to report arising from this responsibility.‘
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Entiflement to exemptions

A

Under the Companies Act 2006 we are required to report to yoﬁ if, in our opinion, the directors were not entitled to: prepare
financial statements in accordance with the small companies regime; and take advantage of the small companies
exemption from preparing a strategic report. We have no exceptions to report arising from this responsibility.

Jonathan Bound (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP ‘
‘Chartered Accountants and Statutory Auditors
- Cardiff .
3 March 2021 .




Schaltbau Machine Electrics Limited

Income Statement for the Year Ended 31 December 2020

Re\"evnue.

Cost of saleé
G,ross’proﬁt‘ :
Administrati\'/e expenses
Other operating income

Operating profit -
Finance costs -

Profit béfore taxation
Income tax credit/(expense)

Profit fof the financial year

- The above results were derived from continuing operations.

Note

- 2019 .

2020
£ 000 £ 000
5,615 6,096
(3,325) _(3,764)
2,290 2332
2,053) (1,956)
78
315 376
(11) a7

. 304 359
223 ()
527 ’

354

The company has no recognised gains or losses for the year other than the results above."

10‘




Statement of Financial Position as at 31 Decemlfer 2020 .

Assets

Non-current assets

Property plant and equnpment '

Right of use assets
Deferred tax assets

Current assets
Inventories

Trade and other receivables
Cash and cash equivalents

Total assets
Equity and liabilities

"Equity
Called up share capital
Capital redemption reserve

' - Profit and loss account

Non-current liabilities
Deferred tax liabilities
Lease liabilities

Current liabilities
_ Lease Liabilities
- Trade and other payables

Total liabilities

Total equity and liabilities

These financial statements have been prepared in accordance with the provrsrons applicable to compames

Schaltbau Machine Electrics Limited

2020

2019

Note £ 000 £000
‘ 10 275 285
11 211 - 279
9 560 332
1,046 896
12 1,064 - © 900
13. 734 734
14 . 885 587
‘ 2,683 - 2221
3,729 3,117
15 590 590
4,372 - 4372
(2,321 (2,849).
2,641 2,113
9 39 34
11 117 196
o1 79 67
.16 853 707
1,088 1,004
3,729 3,117

subject to the small companies’ regime.

The notes on pages 13 to 28 are an integral part of these financial statements.

Approved by the Board on 3™ March 2021 and signed on its behalf by:

Director

Schaltbau Machine Elecmcs Limited
Company registration number: 06606708

11




Schaltbaﬁ Machine Eleétrics Limited

Statement of Changes in Equity for the Year Ended 31 December 2020

C\apital .
Called up share redemption . Profit and loss )
capital reserve account Total
o . - £000 £000 “£000 . £000
At 1 January 2020 - L _ 590 . 4372 (2,848) 2,114
Profit for the year _ _ - ' - - 527 . 527
At 31 December 2020 - 4 590 4,372 | (2,321) 2,641 .
' S ) :
Capital S '
Called up share redemption Profit and loss
capital reserve account ~ Total
£ 000 . £000 £000 - £000
At 1 January 2019 590 4372 (3,202) 1,760
Profit for the year o - . - 354 354
. At31 December 2019 ' ' 590 4372 (2,848) 2,114

12




Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

1 General information

The principal activity of the company is the manufacture, repair and distribution of electrical components for
use in a broad spread of industries. The Company is controlled by Schaltbau GmbH who owns 100% of the
_share capital of Schaltbau Machine Electrics Limited. Schaltbau GmbH is a subsidiary of the ultimate
controlling party, Schaltbau Holding AG.

The company is a private company hmlted by share capital, mcorporated and domiciled in the United ngdom
and registered in England and Wales. :

The address of its registered office is:
335-336 Woodside Way

Springvale Industrial Estate
Cwmbran

Torfaen

NP44 5BR

2 Accounting policies

Summary of significant accounting policies and key accounting estimates ‘
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.

Basis of preparation : :

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework. The presentation currency of these financial statements is Sterling. All amounts have
been rounded to the nearest £1,000.

Summary of disclosure exemptions

The financial statements of Schaltbau Machine Electrics Limited 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 and in accordance with the Compames Act 2006 as

applicable to companies using FRS 101.

The Company’s ultimate parent undertaking, Schaltbau Holding AG includes.the Company in its consolidated
financial statements. The consolidated financial statements of Schaltbau Holding AG are prepared in accordance
with International Financial Reporting Standards and are available to the pubhc and may be obtained from
Hollerithstrasse 5, 81829, Munich. -

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accountmg 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.

13




Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

2 Accounting pqlicies (continuéd)

The following exemptions from the requirements of IFRS have been applied in the preparation of these financial
statements, in accordance with FRS 101:

e  Paragraphs 45(b) and 46 to 52 of IFRS 2, ‘Share-based payment’ (detalls of the number and welghted
average exercise prices of share options, and how the fair value of goods or services received was
determined).

TFRS 7, ‘Financial instruments: Disclosures’. .
. 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).

e Paragraph 38 of IAS 1, ‘Presentation of financial statements’ — comparative 1nformat10n requirements

in respect of:
iii. Paragraph 79(a)(iv) of IAS 1;
iv. Paragraph 73(e) of IAS 16, ‘Property, plant and equipment’; and

e  The following paragraphs of IAS 1, ‘Presentation of ﬁnanc1a1 statements’:

10(d) (statement of cash flows);
.16 (statement of compliance with all IFRS);

38B-D (additional comparative information);

111 (statement of cash flows information); and

134-136 (capital management disclosures).: ; . - -
IAS 7, ‘Statement of cash flows’. '

e Paragraphs 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).

Paragraph 17 of IAS 24, ‘Related party disclosures’ (key management compensation). |

e The requirements in TAS 24, ‘Related party disclosures’, to disclose related party transactions entered

into between two or more members ofa group

Going concern

The financial statements are prepared on a going concern basis. The directors have considered the working
capital requirements for a period of 12 months from the date of this report. As a consequence, the directors-
believe that the company is well placed to manage its business risks successfully despite the current uncertain
economic outlook due to COVID-19. After making enquiries, the directors have a reasonable expectation that
the company has adequate resources to continue in operational existence for the foreseeable future. Accordingly,
they continue to adopt the going concern basis in preparing the financial statements.,

Adoption of new-accbunting standards in the year
No new accounting standards have been adopted throughout the year.

Other operatmg income :

Government grants in the form of the Coronavirus Job Retention Scheme are recognised in the Income
Statement in the same period in which the related expenses are incurred. Related costs have been included
within administrative expenses.

14




Schaltbau Machine Electrics Limited

Notes to the Financial Statements for theYear Ended 31 December 2020

2 Accounting policies (continued)

- Leases
The company leases the office, equipment and vehicles. Rental contracts are typically made for fixed periods of
2 to 5 years but may have extension options. Contracts may contain both lease and non-lease components. The
company allocates the consideration in the contract to the lease and non-lease components based on their
relative stand-alone prices. However, for leases of real estate for which the company is a lessee and for which it
has major leases, it has elected not to separate lease and non-lease components and instead accounts for these as
.a single lease component.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions.
The lease agreements do not impose any covenants other than the security interests in the leased assets that are
held by the lessor. Leased assets may not be used as security for borrowing purposes.

Leases are recogmsed as a right-of-use asset and a corresponding liability at the date at which the leased asset is
avarlable for use by the company

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include -
the net present value of the following lease payments: .
' e Fixed payments (including in-substance fixed payments), less any lease incentives recelvable
e  Variable lease payments that are based on an index ora rate, mmally measured using the 1ndex or rate
"~ asatthe commencement date;
e Amounts expected to be payable by the company under resrdual value guarantees;
The exercise price of a purchase option if the company is reasonably certain to exercise that option; and
Payments of penalties for termmatmg the lease, if the lease term reflects the company exercising that
option. .
Lease payments to be made under reasonably certain extension options are also included in the measurement of
the liability. ' '

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily
determined, which is generally the case for leases in the company, the lessee’s incremental borrowing rate is
used, being the rate that the individual lessee would have to pay to borrow the funds necessary to obtain an
asset of similar value to the nght-of-use asset in a similar economic environment with similar terms, security
and conditions. :

The company is exposed to potential future increases in variable lease payments based on an index or rate;
- which are not included in the lease liability until they take effect. When adjustments to lease payments based on
an index or rate take effect,.the lease liability is reassessed and adjusted against the right-of-use asset.

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or loss

over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability
~ for each period.

15




Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

2 Accounting pelicies (continued)

- Right-of-use assets are measured at cost comprising the following:

e The amount of the initial measurement of lease liability;

Any lease payments made at or before the commencement date less any lease incentives received;
Any initial direct costs; and '
Restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term on a
straight-line basis. If the company is reasonably certain to exercise a purchase option, the right-of-use asset is
deprec1ated over the underlying asset’s useful life.

Revenue recognition .
Revenue comprlses the fair value of the consideration received or receivable for the sale of goods and provision -
.of services in the ordmary course of the company’s activities. Revenue is shown net of sales/value added tax,
returns, rebates and dlscounts : -

The company recogmses revenue when:

The amount of revenue can be reliably measured;

it is probable that future economic beriefits will flow to the entity;
when the goods have been despatched;

and specific criteria have been met for each of the company activities.

Foreign currency transactions and balances

Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange
rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date.
Foreign exchange differences arising on translation are recognised in the profit and loss account. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign -
currencies that are stated at fair value are retranslated to the functional currency at foreign exchange rates rulmg
at the dates the fair value was determined. .

Non- derlvatlve financial instruments

Non-derivative financial instruments comprise 1nvestments in equity and debt securities, trade and other debtors,
cash and cash equivalents, loans and borrowings, and trade and other creditors.

16




:Schaltbau Machine Electrics Limited
Notes to the Financial Statements for the Year Ended 31 December 2020

2 Accounting policies (continued)

‘

Interest-bearmg borrowing

Interest-bearing borrowings are recognised mmally at fair value less attributable transaction costs. Subsequent
to initial recognition, interest-bearing borrowings are stated at amortised cost using the effectnve interest
method, less any impairment losses. :

Tax

The tax expense for the penod comprises deferred tax. Tax i is recognised in profit or loss, except that a change
attributable to an item of income or expense recognised as other comprehensive income is also recognised
directly in other comprehensive income. :

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the company operates and generates taxable
income. :

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 and on unused tax losses or tax credits in the
company. Deferred income tax is determined using tax rates and laws that have been enacted or substantxvely

. . enacted by the reporting date.

The carrying amount of deferred tax assets are reviewed at each reporting date and a valuation allowance is set .
up against deferred tax assets so that the net carrying amount equals the highest amount that is more likely than
not to be recovered based on current or future taxable profit.

Property, plant and equipment
Property, plant and equipment is stated in the statement of financial posmon at cost, less any subsequent
accumulated depreciation and subsequent accumulated impairment losses.

The cost of property, plant and equipment includes dlrectly attributable incremental costs incurred in their
acquisition and installation.

Depreciation :
Depreciation is charged so as to write off the cost of assets, other than land-and propertles under constructlon '
over their estimated useful lives, as follows: :

Assetclass ‘  Depreciation method and rate
Plant and machinery A : . 3-15 years ‘
Motor vehicles . : - 4years

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and call depos1ts and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an 1n51gmﬁcant risk of
changes in value.
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“Schaltbau Machine Electrics Limited

Notes to t_he Financial Statements for tl_le Year Ended 31 Deceihber 2020

" '2  Accounting policies (continued)

Trade and other debtors

Trade and other debtors 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.

Trade and other debtors are recognised initially at the transaction price. They are subsequently measured at

amortised cost using the effective interest method, less provision for impairment. A provision for the

impairment of trade receivables is established when there is objective evidence that the company will not be
able to collect all amounts due according to the original terms of the receivables.

Inventories
Invcntones are stated at the lower of cost and net realisable value. Cost 1s determmed using standard costing.

The cost of ﬁms_hed goods and work in progress comprises direct materials and, where apphcab]e, direct labour
costs and those overheads that have been incurred in bringing the inventories to their present location and
condition. At each reporting date, inventories are assessed for impairment. If inventory is impaired, the carrying
amount is reduced to its selling price less costs to complete and sell; the impairment loss is recogmsed
immediately in profit or loss.

Trade and other creditors

Trade and other creditors are obligations to pay { for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is due within
one year or less (or in the normal operating cycle of the business if longer) If not, they are presented as non-
current liabilities. :

Trade and other creditors are recognised initially at the transaction price and subsequently measured at
amortised cost using the effective interest method.

Provisions : )

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation
as a result of a past event, that can be reliably measured and it is probable that an outflow of economic benefits
will be required to settle the obligation. Provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects nsks specific to the liability.

Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred
and the time value of money is material, the initial measurement is on a present value basis.

Defined contribution pension obhgatlon

A defined contribution plan is a pension plan under which fixed contributions are paid into a separate entity and
has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to
pay all employees the benefits relating to employee service in the current and prior periods.

'Fo'r defined contribution plans contributions are paid publicly or privdtely administered pension insurance plans -

on a mandatory or contractual basis. The contributions are recognised as employee benefit expense when they
are due. If contribution payments exceed the contribution due for service, the excess is recognised as an asset.
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Schaltbau Machine Eléctrics.Limited SR
" Notes to the Financial Statements for the Year Ended 31 Deceniber 2020

2 Accounting policies (continued)

Financial assets and liabilities

Classification K

A financial asset not carried at fair value through profit or loss is assessed at each reportmg date to determine
whether there is objective evidence that it is impaired. A financial asset-is impaired if objective evidence

- indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had a .
negative effect on the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at historic cost is calculated as. the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the asset’s

- original effective interest rate. Interest on the impaired asset continues to be recognised through the unwmdmg
of the discount. When a subsequent event causes the amount of 1 1mpa1rment loss to decrease, the decrease in
impairment loss is reversed through profit or loss.

Recognition and measurement
The carrying amounts of the Company’s non-financial assets other than stocks and deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any such

_ indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset is the greéter of its value in use and its fair value less costs to sell. In
assessing value ih use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset.

: Impatrment
An impairment loss is recognised if the carrymg amount of an asset exceeds its estimated recoverable amount.
Impamnent losses are recognised in proﬁt or loss.

Impaument losses recogmsed in prior penods are assessed at each reporting date for any indications that the loss
has decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates
used to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or

. amomsatlon, if no impairment loss had been recognised.

-

2.2 Critical accounting estimates and judgement

The preparation of financial statements in conformity with FRS 101 requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and reported amounts of assets and
liabilities, income and expenses. The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances, the results of which form
the basis of making the judgements about carrying values of assets and liabilities that are not readlly apparent
from other sources. Actual results may differ from these estimates..

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised 1f the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods. -

The company makes estimates and assumptions concemmg the future. The resultmg 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:
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Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 '

2 Accounting policies (continued)

2.1 Lease accounting

These labilities are measured at the net present value of the remaining lease payments, discounted at the lessee’s
incremental borrowing rate at 1 January 2020. The lessee’s weighted average incremental borrowing rate .

applied to lease liabilities as at 1 January 2020 was 3.95%. The discount rate used was based on yields of EUR- -
denominated reference bonds of non-financial companies with comparable credit ratings. Yields for specific

maturities were determined using a classical linear regression analys;s model.

2.2 Judgements

The company has a formal policy for making provnslons for stock and debtors to ensure they are stated at no '

more than their expected recoverable amounts.

3 Revenue

The analysis of the company's turnover for the year from contmumg operations is a§ follows

Saie of gorods 7

The analysis of the company's turnover for the year by market is as follows: ‘

UK
Europe
Rest of world

/
4. Other operating income

Coronavirus Job Retention Scheme

5 Operaﬁn’g profit .
Arrived at aﬁér charging

Audit Fees

Inventory recognised as an expense
Depreciation

‘Foreign exchange losses

20

2020 2019
£000 £000
5615 6,096
2020 2019
£000 £ 000
: 2,057 2,412
2,279 2,332
1,279 1,352
5,615 6,096
2020 2019
£ 000 £000
78 -
78 -
2020 2019
£ 000 £000
19 18
3,325 '3,764
154 148
o
3,508 3,938




Schaltbau Machine Electrics Lim_ited

‘Notes to the Financial Statements for the Year Ended 31 December 2020

6 Staff costs

The aggregate payroll costs- (including directors' remuneration) were as follows:

2020 2019
S ‘ £ 000 £000
- Wages and salaries - : ' : : 990 951
Social security costs ‘ : 90 87
Other pension costs : . 38 37
~ ' 1,1 18 1,075

The average monthly number of persons employed by the company (in¢luding dlrectors) during the year, analysed

by category was as follows:

2020 2019

o : , No. - No.
Production . ' P 19 19
. . Administration and support 19 19
: Lo 38 38

7 Dlrectors remuneration

The dlrectors remuneration for the year was as follows:

This relates tolrth_e highest péid director as the other director is remunerated by the parent company as in prior -

_years. :
2020 2019
: , , - £000 £000
Remuneration : ' 111 106
Benefits in kind o o o R 9 7
" Contributions paid to money purchase schemes : < 7 7
‘ ‘ ’ 127 120
8 Finance costs
' o : 2020 2019
' - ‘ £000 £ 000
Interest expense to group companies ’ - ‘
Interest and finance charges pa‘id/payable for lease habilities ' 11 14
' ‘ 17

11
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Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020.

9 Tax on profit

Tax charged/(credited) in the income statement

Deferred taxation

Arising from origination and reversal of temporary differences

The differences are reconciled below:

o

Profit beforé tax

Corporation tax at standard rate

Adjustment to tax charge previous periods — deferred tax
Tax decrease from utilisation of tax losses ‘
Adjust closing deferred tax to average rate

* Adjust opening deferred tax to average rate -
Remeasurement of deferred tax for changes in tax rate
Total tax (credit)/charge - ’

* The tax rate for the current year is 19% (19% for 2019).

2020 2019
£ 000 £ 000
(223) 5
2020 2019
£ 000 £ 000
304 359
58 68
- 7
(220) (63)
S 61
- (68)
(61) -
(223) 5

Changes to the UK corporation tax rates were substantively enacted as part of Finance Bill 2016 (on 6
September 2016). These include reductions to the main rate to reduce the rate to 17% from.1 April
2020.Deferred taxes at the balance sheet date have been measured using these enacted tax rates and reflected in

these financial statements. In November 2019, the Prime Minister announced that he intended to cancel the

future reduction in corporation tax rate from 19% to 17%. This announcement does not constitute substantive
‘enactment and therefore deferred taxes at the balance sheet date continue to be measured at the enacted tax rate
_ 0f 17%. Post year end on 17 March 2020 as part of the Spring Budget 2020 it was subsequently enacted that the
previously enacted decrease in the corporate tax rate from 19% to 17% from 1 April 2020 would no longer -
happen and that rates would remain at 19% for the foreseeable future. The difference in rate is not deemed to

have a significant impact on the results of the Company.

Deferred tax
Deferred tax assets and liabilities

2020 .

_ Accelerated tax depreciation
Tax lossés carry-forwards
Other items

22

Net deferred
Asset Liability tax
£000 £000 £000
- (39 (39)
- 503 .- 503
57 - 57
560 39) 521




Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

"9 Tax on profit (continued)

2019

" Accelerated tax depreciation
Tax losses carry-forwards -
Other items - :

" " Deferred tax fndvement_ during the year:

Accelerated tax depreciation «
Tax losses carry-forwards
Other items

Net tax assets

10 Property, plant and equiﬁment

" Cost
At 1 January 2020
Additions
Disposals
At 31 December 2020

Accumulated depreciation
At 1 January 2020

Charge for the year
Depreciation on disposals

At 31 December 2020 -
- Carrying amount

At 31 December 2020

At31 Dgceri;ber 2019

o Net deferred
Asset Liability tax
£000 £000 £ 000
- (34) (34)
291 - - 291
41 - - 41
332 (34 298
A At :
At 1January Recognisedin 31 December
2020 - income 2020
£000 £000 £000 ,
(34 (5) (39)
291.. . 212 503
41 16 57
298 223 521
Plant and )
‘Motor vehicles machinery Total
£.000 £000 £ 000
4 1,165 1,169
- . 44 44
- - S 0) )
4 1,202 1,206
4 . 880 884
- 52 52
- G (5)
4 927 931
- 275 275
- 285

285 -
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Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

11 Leases

The company has lease contracts for various offices, warehouses, equipment and tools used in the operations.
The amouints recognised in the financial statements in relation to the leases are as follows: '

- Amounts recognised in the statement of financial position

Right-of-use assets

Cost

At 1 January 2020
Additions
Disposals

At 31 December 2020

Accumulated depreciation
At 1 January 2020

Charge for the year
Depreciatibn on disposals

At 31 December 2020
Carrying amount |

At 31 December 2020
At 31 December 2019

Lease liabilities -

Short term
Long term

. Plant and . '
Land & buildings machinery Total
£ 000 £000 £ 000
362 18 380
- 34 34
- ® ®
362 44 406
89 12 101
88 14 102
- & (8)
177 18 195
185 26 211
273 6 279
. 2020 2019
- £000 £ 000
79 67
117 196
196 263
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Schaltbau Machine‘ Electrics Limited

Notes to the Financial Statements for .the Year Ended 31 December 2020

11 Leases (continued)
Amounts recognised in the incoime statement |

Deprecation Charge of right-of-use assets

Land & Buildings
Plant & Machinery

Other lease related expenses

Interest expense (included in finance costs, note 8)
Expenses related to low value assets

Not léfer than-1 year - _ .

. Later than one year and not later than 5 years
Total gross payments k
Impact on finance expenses

" Carrying amount of liability

The total cash outflow for leases in 2020 was £113,000 (2019: £107,000). E

25

£ 2020 2019
£000 £ 000
88 89
14 12
102 101
2020 2019
£000 £ 000
11 14
5 5
16 19
2020 2019
£ 000 £ 000
111 100
119 204
230 304
(34) (41)
196 263




Schaltbau Machine Electrics Limited

" Notes to the Financial Statements for the Year Ended 31 December 2020

12 Inventories .

Raw materials and consumables

Work in progress

Finished goods and goods for resale

2019

2020
£000 £000
290 191
397 386
377 - 323
1,064 900

There is no significant différence between the replacement costs. of raw materials, work in progress and finished
goods and goods for resale and their carrying amounts. .

Inventories are stated after provision for impaiiment of £ 245,000 (20i9: £210,000)

13 Trade and other receivables

Trade receivables -

Amounts owed by group undertakings

Prepayments

Other receivables

Total current trade and other receivablies ‘

2019

. 2020
£000 £000
629 ‘ 542
42 125
62 52
1 15
734 734

Amounts-owed by group undertakings are unsecured and 'need to be paid between 30-60 days of date of invoice.

‘Trad'e receivables are stafed after provision for impairment of £ 20,000 (2019: £ 5,000)

No trade receivables fall due after more than one year.
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Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

14 Cash and cash equivalents -

2020 2019

£000 £000
Cash at bank 885 © 587 -
15 Called up share capital
Allotted, called up and fully paid shares ‘

’ 2020 2019

: : R No. 000 £000 No. 000 £000
Ordinary shares of £1 each 590 ' 590 590 590°
16 Trade and other payables

2020 . 2019

£ 000 £000
Trade payables 249
Accruals and deferred income 147 128
Amounts owed to group undertakings 394 177
Social security and other taxes 24 46
Lease liability 79 67
Other payablés : 39 38

932 773

317

Amounts owed to group undertakings are unsecured and need to be paid between 30 — 60 days of date of invoice.

17 Defined contribution pension scheme

The Company operates a defined contribution pension scheme The total expense relatmg to this plan in the current
year was £28,000 (2019 - £26,000). In addition, the company made contributions into employees’ private pension

schmnesof£10000(2019 £11,000)

18 Related party transactions

The Company is controlled by Schaltbau GmbH who owns 100% of the share capltal of Schaltbau Machme
Electrics Limited. Schaltbau GmbH is a subsidiary of the ultimate controlling party, Schaltbau Holding AG.
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Schaltbau Machine Electrics Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 . .

19 Parent and ultimate parent undertaking -

" The Company is a subsidiary undextakmg of Schaltbau Holding AG which is the ultlmate parent company
incorporated in Germany

" The largest group in which the results of the Company are consolidated is that headed by Schaltbau Holding AG.

No other group financial statements include the results of the Company. The consolidated financial statements of
this group are available to the public and may be obtained from Hollerithstrasse 5, 81829, Munich.

28




