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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Strategic report
The directors present their strategic report for the year ended 31 December 2021.

PRINCIPAL ACTIVITY

The Company’s principal activity during the year continued to be the design, manufacture
and supply of automotive wiring systems and associated components for the passenger
car, commercial vehicles and second tier harness supply sectors. The Company is a
wholly owned subsidiary of LEONI AG, a global supplier of Wire, Cable and Wiring
Systems; LEONI (LEONI Group) operates 100 facilities in more than 30 countries
worldwide. '

KEY PERFORMANCE INDICATORS

2021 2020 Change
External sales (Note 3) £225m £193m £32m
Earnings Before Interest and Tax (EBIT) (£39.6m) | (E11.7m) | (£27.9m)
EBIT / sales (17.6%) (6.0%) (1.6%)

Employees as at 31/12 (Note 9) - 342 343 (1)
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Strategic report (continued)

REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

The customers of LEON!I Wiring Systems UK Ltd (LWS UK) are the passenger car and
commercial vehicle sectors as well as system and component suppliers. Some of these
customers are located primarily in the UK whilst others are located overseas. The
majority of the customers of the business export their products to global markets around
the world.

LEONI GROUP (i.e. LEON! AG the parent, its subsidiaries and affiliates)

LEONI looks back on a turbulent 2021 in which we nevertheless achieved a lot. Our
business recovered considerably in the first half of the year, underpinned by a - in the
wake of an initially waning Covid-19 pandemic - significant revival of demand in the
automotive and industrial sector. Unfortunately, bottlenecks in the supply, especially of
semiconductors, thwarted this favourable trend. In the second half of the year, the supply
crisis was so serious that production stoppages occurred in the automotive industry and
uptake from LEONI consequently fluctuated heavily and diminished.

However, the impact of brief disruptions to the production of car manufacturers on our
sales and earnings was less than anticipated. Alongside the sales growth, beneficial
effects of our VALUE 21 performance and strategy programme also bolstered EBIT before
exceptional items as well as before VALUE 21 costs. The better than previously assumed
recovery of free cash flow in the fourth quarter was the result above all of our
significantly stronger earnings as well as a substantial decrease in net working capital.
We can be satisfied with these figures in light of the tough environment.

In 2021, we furthermore successfully completed our VALUE 21 performance and strategy
programme launched at the end of 2018, recognising more than €300 million in net
savings to date. These savings more than offset such adverse effects on earnings as
price cuts, salary inflation and Covid-19-related costs in the exceptionally challenging
setting of the past three years. In our Wiring Systems Division (WSD), we are presently
introducing a new organisational structure that is ideally tailored to our strategic focus
on the wiring systems business.

Building on the good experience gained with VALUE 21 we have - as an immediate
successor - launched our permanently ongoing VALUEplus strategy and performance
programme. The performance part of VALUE 21 is adapted to the new organisational
structure and managed by using an annual measurement of success as a continuous
improvement process. Following the important stabilisation phase, we are thus entering
a new one of setting ourselves up for ongoing success and thereby of laying the
foundations for a strong, healthy LEONI.

Our impending refinancing will furthermore be of foremost importance in 2022. The
Board of Directors has started open talks in this respect, which are progressing
constructively and on schedule.
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Strategic report (continued)

We are confident that we will succeed with our new VALUEplus performance and
strategy programme in absorbing the strains likely to stem from the Covid-19 pandemic,
the global supply crises as well as the war between Russia and Ukraine. We will drive
our strategic focus on the wiring systems business as organised within our WSD further
forward. The objective is to further expand our leading position and to in future take even
better advantage of the market opportunities in the car and commercial vehicle industry.

LEONI WIRING SYSYEMS UK LIMITED

Following on from the unprecedented challenges of 2020 with the effects of the pandemic
and lockdowns on sales and profits, 2021 was a year of re-stabilisation but also saw
many challenges of its own. We had the continuation of the effects of the pandemic but
we were also affected by the global supply chain and semi-conductor supply crises
which resulted in sudden customer shutdowns and swings in schedules along with the
associated disruption in the manufacturing plants.

Although the business delivered a £32million (17%) increase in sales (see KPI table on
page 3), the impacts of the erratic customer production schedules had negative effects
on our operating costs, especially in the manufacturing plants.

The results for the year also include a significant negative impact (£23,143,000, see note
20 and note 7) due to the provision for onerous contracts on some specific projects. This
has arisen due to increased forecast costs for which at this stage recovery from the
customer in uncertain.

We have continued to address all the Compliance priorities through regular meetings of a
multi-functional team lead by the Managing Director and in close alignment with the
Head of Regional Compliance.

The Newcastle Under Lyme site is TISAX Level 3 accredited which means that its
processes and systems, across all areas of the business, demonstrate the very highest
standards of keeping information secure and stand up to the most rigorous scrutiny. The
site continues to be one of the leading locations in Information Security within the LEONI
world.

We have introduced our new Flexible Working Policy which has been working extremely
well, giving us good productivity whilst improving employee work/life balance.

We were able to increase or relax on-site working safeguards quickly according to
circumstances. For example, in October we saw an increase in COVID cases nationally,
locally and among employees and were able to quickly tighten our safeguards.

Those employees who have been on-site throughout (Samples, Laboratory and others
unable to work from home) have ensured that the on-site experience has continued to be
professional and effective despite the lack of other colleagues.
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Strategic report (continued)

. As we have continued to work from home and adopt the flexible working process we
have still kept our legal commitment to train employees on Health and Safety, we
continued with our first aid and defibrillator training and we welcomed on board more
Mental Health First Aiders which was done onsite at Newcastle following the site
protocol and strict social distancing guidelines. Every employee has had some form of
health and safety training in 2021.

PRINCIPAL RISKS AND UNCERTAINTIES

The Company’s business is inevitably associated with risks which cannot entirely be
eliminated despite all due diligence. Risk management is integrated into the existing
planning, controlling and information systems of the LEONI Group. A list of risks is
updated monthly and reviewed by the board and at group level.

The Company has a risk management system, as well as other supporting control
systems. This system primarily focuses on early identification of risks that might
threaten the Company’s continuing operations, as well as protecting the Company from
events that hinder the achievement of the Company’s performance objectives.

The Company monitors all aspects of risk including economic risk, competition and
changes in market conditions, financial risk, health and safety risk, environmental risk,
customer and supplier dependencies.

Within this structure the principal risks are:

Market risk

The Company depends, to a large extent, on the strength of the global automotive market
and, in particular, the vehicle production volumes of key customers. Losing a major
customer would have a significant impact, even though there would be a fairly long lead
time before the impact takes effect. This is due to the lengthy contract periods covering a
particular model range. Even so, the Company seeks to address this risk through
extensive development work and providing the best possible service in terms of quality,
delivery and customer support. This has resulted in our establishing stable relationships
with our customers.

Pressure to cut prices

The Company supplies its products to markets that are characterised by fierce
competition. The trend prevailing in the automotive industry towards sharing
development costs with suppliers also continues to affect the Company. We confront the
unabatedly heavy pressure on prices in the automaotive industry with effective, stringent
cost management in all areas of the Company.
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Strategic report (continued)
PRINCIPAL RISKS AND UNCERTAINTIES (continued)

Procurement risk

Copper is the most important raw material used in the manufacture of products that
occurs at other Leoni plants that are sold by the Company. The cost of materials
therefore depends to a large extent on the global market price of copper. This is set at
the London Metal Exchange, among other places, and can potentially be subject to
significant fluctuation. Mostly, the Company passes the effect of any fluctuation in the
purchase price of copper on to customers. This is achieved through contractual
agreements, which can be subject to a defined time lag before change is implemented.

Environmental risks

The Company takes its environmental responsibilities very seriously and constantly
seeks to minimise waste and reuse packaging. All applicable waste and packaging
regulations are fully complied with. Other environmental risks are reduced because
products are manufactured by other group companies, and these manufacturing plants
are certified to 1SO 14001.

Liability risk

The Company’'s revenue is generated by the design, manufacture and sale of products
that are, in the main, complex, technically sophisticated and all of which have high built--
in safety standards. The Company is inevitably exposed to some product liability risk.
These risks are minimised by taking effective measures as part of product design,
process safety and quality assurance related activities. All group plants which deal with
Leoni Wiring Systems UK Ltd are certified to IATF 16949. There is also insurance cover for
warranty and product liability, which includes product recalls.

Foreign Currency risk

The Company has increasing foreign currency exposures due to globalisation of markets.
Such exposure arises from sales and purchases in currencies other than the Company’s
functional currency. The impact of the UK leaving the European Union has been assessed
by the Company in relation to foreign exchange and the risk is considered to be managed
by the currency sales profile and, where required the hedging contracts held by the
Company.

Foreign currency risk is minimised by ongoing assessments of the Company’s currency
portfolio.

Credit risk

The Company trades only with recognised, creditworthy parties. It is the Company’s policy
that all customers who wish to trade on credit terms are subject to credit verification and
compliance procedures. In addition, receivable balances are monitored on an ongoing
basis with the result that the Company’s exposure to bad debts is not significant.
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Strategic Report (continued)
STREAMLINED ENERGY AND CARBON REPORTING STATEMENT

Energy and carbon reporting

We have reported on all sources of GHG emissions and energy usage as required under
The Large and Medium-Sized Companies and Groups (Accounts and Reports) Regulations
2008 as amended.

GHG emissions and energy usage

UK (tonnes)
2021 2020
- Emissions from combustion of gas 35 39
Emissions from combustion of fuel for transport 5 15
purposes
Emissions from electricity purchased for own use, 17 105
including for the purposes of transport
Total gross CO2e based on above 157 159
) Energy consumption used to calculate emissions - kwh 629 600

As a contribution to climate protection and line with our principle of making efficient use
of environmental resources and energy, it is our objective in general terms to reduce the
energy consumed at our facilities. The Company’s energy consumption increased slightly
during the year under report to 629 MWh (previous year 600 MWh). The increase was due
to staff slowly returning to the office compared to the previous year which was heavily
affected due to the Covid-19 related lockdowns.

C02 emissions have been calculated using measured energy usage data and Government
conversion factors published by the Department for Business, Energy and Industrial
Strategy (BEIS). The Company’s CO2 emissions has also reduced to 5 tonnes (from 15
tonnes in 2020). The reduction is mainly due to reduced travel as a Tesult of the
pandemic. Q1 of 2020 had normal travel, whereas subsequent levels have been negligible
due to a shift to remote working. There is also a continuing trend towards hybrid and
electric vehicles which has reduced the average emissions of the car fleet by 17% over
the year.

SECTION 172 STATEMENT

The UK Companies’ Acts set out the rules and duties the Directors are subject to. This
includes a general duty to promote the success of the Company. As is usual with
companies of this size the Directors fulfil their objectives by delegating day to day
decision making to a senior management team. The Directors and senior management
team have been briefed and are in full compliance of section 172 and the requirements of
the Companies’ Acts.
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Strategic Report (continued)

DIRECTORS OBLIGATIONS
The director of the company is conscious of their obligations to act in the way he/she
considers, in good faith, would be most likely to promote the success of the company for
the benefit of its members as a whole, and in doing so have regard (amongst other
matters) to:
a) The likely consequences of any decision in the long term.
b) The interests of the company's employees.
c) The need to foster the company's business relationships with suppliers,
customers and others.
d) The impact of the company's operations on the community and the environment.
e) The desirability of the company maintaining a reputation for high standards of
business conduct, and
f) The need to act fairly as between members of the company.

Long Term Decisions

When making decisions the Directors and senior management team are careful to
consider both short and long term impacts. The Covid pandemic is a good example of this
where short term supply disruption to customers has needed to be considered at the
same time as the long term sustainability of the business. In addition the new flexible
working policy has positioned the company well to deal with future challenges. The
overall strategic direction of the company is managed in line with the vision outlined by
the Leoni Group.

Employees

The company’'s employees are considered its key asset and as such particular focus has
been put into their development with well-established programmes in place for the
advancement of apprentice, graduate and established employees. Furthermore, the
directors hold regular meetings with an employee works council to aid communication
with the work force and to ensure that the views of employees are considered in decision
making. During the year, the directors also held and recorded quarterly total employee
communication meetings.

Business Relations

In all dealings with customers and suppliers the directors ensure they act in a fair and
balanced manner with the aim of creating beneficial outcomes for all parties. We have on
site teams at many of our customers and aim to leverage this to better understand their
needs, desires and challenges in order that we can best place ourselves to assist them.
Our success is very much predicated upon the success of our customers and so we aim
to place ourselves in a position to help drive their success.

All of our product is purchased through intercompany suppliers and as such we maintain
a mutually beneficial good working relationship.

Page 9
[Confidential]



UOCUDIgNn ENnvelope 1L DLYUrUIB-8FEL-4E0U-YrUE-E40BF430/7 14/

LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Strategic Report (continued)

Environment

Leoni Group is well aware of its ecological responsibilities and regards environmental
protection as a key corporate objective. Our environmental management system is
geared to keeping the impact of all of our processes on ecosystems to the absolute
minimum. We make every effort to reduce energy consumption and our associated C02
emissions as our contribution to climate protection, and to reduce our water
consumption and volumes of waste we generate, with the aim of achieving optimum
resource and material efficiency.

Leoni Group has defined water and energy consumption, waste generation and CO2
equivalent (CO2e) as key indicators for environmental protection. In 2018, we defined our
first Group-wide targets for these indicators as part of our work on the 2030 CSR
Strategy. We aim to achieve the following targets by 2030 (baseline year is 2016 in each
case):

= Reduction of CO2 equivalents by 20 per cent per EUR 1 million of revenue.

= Reduction of energy consumption by 15 per cent per. EUR 1 million of revenue.

= Reduction in fresh water use by 10 per cent per EUR 1 million of revenue

We also intend to have all our production facilities certified to the ISO 14001
environmental standard by 2030. In order to achieve these targets, plants are free to
define and complete one or more projects, so as to accommodate the differing strategies
and infrastructural circumstances applicable to the various production facilities within
the two divisions ‘

FINANCIAL RISK MANAGEMENT POLICY ,

The Company enters into derivative transactions, primarily forward currency contracts.
The purpose of this is to manage the currency risks arising from the Company’s
operations and its sources of finance. It is and has been throughout 2021 and 2020 the
Company's policy that no trading in derivatives shall be undertaken. The main risks
arising from the Company's financial instruments are foreign currency risk and credit
risk. Further details on financial risks can be found under Note 28.

EMPLOYEE INVOLVEMENT

The Company operates a framework for employee information and consultation which
complies with the requirements of the Information and Consultation of Employees
Regulations 2004. During the year the policy of providing employees with information
about the Company has been continued through employee briefings and presentations.
Regular meetings are held between management and employees as part of the
Company’'s commitment to team-based working.

Page 10
[Confidential]



UOoCuUSIgn ENvelope IV, LLYUrU I B-0r E4-4E0U-YFUE-E40Br430/7 14/

LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Strategic Report (continued)

DISABLED PERSONS

The Company gives full consideration to applications for employment from disabled
persons where the candidate’'s particular aptitudes and abilities are consistent with
adequately meeting the requirements of the job. Opportunities are available to dlsabled
employees for training, career development and promotion.

Where existing employees become disabled, it is Company policy to provide continuing
employment wherever practicable in the same or an alternative position and to provide
appropriate training to achieve this aim.

RESEARCH AND DEVELOPMENT

The Company is involved in ongoing research and development to gain competitive
advantage through the production of wiring harnesses incorporating state of the art
technology. We also benefit from LEONI Group research and development activities.

Approved by the board and signed on its behalf by:

XDlgltally signed by onpa1001
Date: 2022.05.24 13:20:31
onpa100 Je: V‘ OJ/\,

Mr P J Onslow
Company Secretary
Date: 24" May 2022
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
DIRECTORS’ REPORT

The directors present their report and financial statements for the year ended 31
December 2021.

RESULTS AND DIVIDENDS

The loss for the year, after taxation, amounted to £43,089,000 (2020 loss: £12,443,000).
The directors have paid no dividend during the year and do not propose to pay one (2020:
£Nil).

We have further disclosed the KPIs and explained the performance of the business in our
strategic report in section “Review of the business and future developments” on page 3.

INTERESTS IN SHARES
At 31 December 2021 the Company had an investment of £2 in its wholly owned
subsidiary, LEONI Pension Trustees Limited.

DIRECTORS AND THEIR INTERESTS
Directors who served during the year and up to the date of signing were:

Mr G D Clowes

No director had any interests in the share capital of the Company. In accordance with the
Articles of Association, no director is required to retire or seek re-election.

Directors’ insurance cover has been established through Group for all Directors to
provide appropriate cover for their reasonable actions on behalf of the Company.

GOING CONCERN

The Company's business activities, together with the factors likely to affect its future
development and position, are set out above. The Company has financial backing from
LEONI Group together with long term contracts with a number of customers and
suppliers across different geographic areas. As a consequence, the directors believe that
the company is well placed to manage its business risks successfully.

Based on the latest projection, the Company is not expected to generate positive cash
flows on its activities in early 2022 considering the impact due to Covid-19 pandemic and
related material shortages but this is expected to improve later with the Company
generating positive cash flows in total over the next five years. The Company has strong
relationships with the wider LEONI Group, who have a number of customers and
suppliers across different geographic areas and industries. The Company also
participates in the LEONI Group’s centralised Treasury arrangements and expects to
maintain availability to sufficient cash to continue to operate as a going concern. Thus,
the Company’s directors continue to adopt the going concern basis of accounting in
preparing the annual financial statements.
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LEONI! Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Director’s Report (continued)

However, we draw attention to the Consolidated Financial statements and annual report
for LEONI AG ultimate parent for LEONI Wiring Systems UK Limited for the year ended
31st December 2021, in which the group’s executive directors describe the uncertainties
of the future business development due to the Covid-19 pandemic, related material
shortages and the crisis in Ukraine as well as the expiration of significant parts of the
current financing at the end of the financial year 2022 as risk relating to the Group's
ability to continue as a going concern.

The group has planned, initiated and largely implemented measures to secure short and
medium-term liquidity in the financial years 2020 and 2021. However, to ensure the ability
to refinance at the end of the financial year 2022 and to secure long-term liquidity, the
timely and successful implementation of further planned measures is necessary, in
particular the realised sale of selected units of the WCS division (Wiring and Cable
Solutions division). The timely implementation of the measures is one assumption
underlying the group’s executive director’'s current multi-year plan.

Further considering the fact that group’s financial management is handled centrally by
LEONI AG, holding company as explained in section “Financial and Liquidity management”
of group financials. Hence, LEONI Wiring Systems UK Limited depends on the group for
funding and thus the conclusion reached at group level over appropriateness of going
concern assumption applies to LEONI Wiring Systems UK Limited as well.

Taking into account all of the uncertainties explained above that are relevant to the
Company and wider group, and that the Company is dependent upon funding from its
parent company this indicates the existence of a material uncertainty that may cast
significant doubt on the Company's ability to continue as a going concern and, therefore,
that it may be unable to realize its assets and discharge its liabilities in the normal
course of business. :

EVENTS AFTER THE BALANCE SHEET DATE

In 2022, the conflict broke out in Ukraine. During 2021, approximately 5% of product
purchases were from our fellow subsidiary plant in Ukraine. At the time of signing the
accounts, production was continuing (albeit at reduced levels) and customer
requirements were being met. Contingency plans are in place to make sure that the
business interruption is kept to a minimum in the event of an escalation in events.
However, the safety of the people in Ukraine remains our priority.

FINANCIAL RISKS AND RISK MANAGEMENT POLICY
This has been disclosed as part of the strategic report on page 9.

AUDITORS
A resolution to reappoint Deloitte LLP as the Company’s auditor will be put to members
at the General Meeting.
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Directors’ Report (continued)

DIRECTORS STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

The directors who were members of the board at the time of approving the directors’
report are listed on page 2. Having made enquiries of fellow directors and of the
Company’s’ auditors, each of these directors confirms that

e To the best of each directors knowledge and belief, there is no information
relevant to the preparation of their report of which the Company’'s auditors are
unaware; and

¢ Each director has taken all steps that a director might reasonably be expected to
have taken to be aware of 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

Approved by the board and signed on its behalf by:

1 OO _Iﬁ\Digitally signed by onpa1001
Date: 2022.05.24 13:20:50
onpal00 Pee:
b

Mr P J Onslow
Company Secretary
Date: 24'™ May 2022
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Statement of directors’ responsibilities

The directors are responsible for preparing the strategic report, directors’ 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 are required to prepare the financial statements in
accordance with international accounting standards in conformity with the requirements
of the Companies Act 2006. The financial statements also comply with International
Financial Reporting Standards (IFRSs) as issued by the IASB. 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, International
Accounting Standard 1 requires that directors:

¢ Properly select and apply accounting policies;

¢ Present information, including accounting policies, in a manner that provides
relevant, reliable, comparable and understandable information;

e Provide additional disclosures when compliance with the specific requirements in
IFRSs are insufficient to enable users to understand the impact of particular
transactions, other events and conditions on the entity's financial position and
financial performance; and

¢ Make an assessment of the company's ability to continue as a going concern.

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 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.

The directors are responsible for the maintenance and integrity of the corporate and
financial information included on the company's website. Legislation in the United
Kingdom governing the preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Independent auditor’s report to the members of LEONI Wiring Systems UK Ltd

Report on the audit of the financial statements

Opinion

In our opinion the financial statements of LEON! Wiring Systems UK Limited (the
‘company’):

give a true and fair view of the state of the company’s affairs as at 31 December, 2021 and
of its loss for the year then ended,; :
have been properly prepared in accordance with International Financial Reporting
Standards (IFRSs) as issued by the International Accounting Standards Board (IASB); and
have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
o the income statement;

the statement of comprehensive income;

the balance sheet;

the statement of changes in equity;

the cash flow statement;

the related notes 1 to 29.

The financial reporting framework that has been applied in their preparation is applicable
law, and IFRSs as issued by the IASB.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK)
(ISAs (UK)) and applicable law. Our responsibilities under those standards are further
described in the auditor's responsibilities for the audit of the financial statements section
of our report.

We are independent of the company in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the Financial
Reporting Council's (the ‘FRC's’) Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit
“evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Material uncertainty related to going concern

We draw attention to note 2 in the financial statements, which indicates uncertainties
about the future business development of the wider group and parent company due to the
Covid-19 pandemic, related material shortages and the crisis in Ukraine and the
expiration of significant parts of the current financing of the parent company, whom the
Company is dependent upon for funding. As stated in note 2, these events or conditions,
along with the other matters as set forth in note 2 and 29, indicate that a material
uncertainty exists that may cast significant doubt on the company’s ability to continue as
a going concern. Our opinion is not modified in respect of this matter.
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LEON! Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Independent auditor’s report (continued)

In auditing the financial statements, we have concluded that the directors’ use of the
going concern basis of accounting in the preparation of the financial statements is
appropriate.

Our responsibilities and the responsibilities of the directors with respect to going
concern are described in the relevant sections of this report.

Other information

The other information comprises the information included in the annual report, other than
the financial statements and our auditor’s report thereon. The directors are responsible
for the other information contained within the annual report. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion
thereon.

Our responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial . statements or our
knowledge obtained in the course of the audit, or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material
misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are
responsible for the preparation of the financial statements and for being satisfied that
they give a true and fair view, and for such internal control as the directors 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 responsible 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.
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Report and Financial Statements for the year ended 31 December 2021
Independent auditor’s report (continued)

Auditor’s 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 due to fraud or
error, and to issue an auditor's 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) will 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.

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 auditor's report.

Extent to which the audit was considered capable of detecting irregularities, including
fraud

Irregularities, including fraud, are instances of non-compliance with laws and
regulations. 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.

We considered the nature of the company’s industry and its control environment, and
reviewed the company’s documentation of their policies and procedures relating to fraud
and compliance with laws and regulations. We also enquired of management about their
own identification and assessment of the risks of irregularities.

We obtained an understanding of the legal and regulatory framework that the company
operates in, and identified the key laws and regulations that:
e had a direct effect on the determination of material amounts and disclosures in
the financial statements. These included UK Companies Act, tax legislation; and
¢ do not have a direct effect on the financial statements but compliance with which
may be fundamental to the company's ability to operate or to avoid a material
penalty. These included environmental regulations, Health and safety regulations.

We discussed among the audit engagement team including relevant internal specialists
such as tax and , pensions regarding the opportunities and incentives that may exist
within the organisation for fraud and how and where fraud might occur in the financial
statements.
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Report and Financial Statements for the year ended 31 December 2021
Independent auditor’s report (continued)

As a result of performing the above, we identified the greatest potential for fraud in the
following areas, and our specific procedures performed to address it are described
below:

In order to address the presumed fraud risk on revenue which has been considered as
key performance indicator we performed the following procedure:

e We verified the invoices, despatch records for the selected samples to ensure
that revenue has been recorded on meeting performance obligation criteria as
per terms agreed with customers.

e We reviewed the terms and condition for sale and ensured that sales are
recorded post completion of performance obligation as per the terms of sale.

o We also reviewed the completeness of revenue recognition by selecting samples
from despatch register and tracing it back to revenue register to ensure
completeness of revenue being recorded.

In common with all audits under ISAs (UK), we are also required to perform specific
procedures to respond to the risk of management override. In addressing the risk of
fraud through management override of controls, we tested the appropriateness of
journal entries and other adjustments; assessed whether the judgements made in
making accounting estimates are indicative of a potential bias; and evaluated the
business rationale of any significant transactions that are unusual or outside the normal
course of business. '
In addition to the above, our procedures to respond to the risks identified included the
following:

+ reviewing financial statement disclosures by testing to supporting documentation
to assess compliance with provisions of relevant laws and regulations described
as having a direct effect on the financial statements;

e performing analytical procedures to identify any unusual or unexpected
relationships that may indicate risks of material misstatement due to fraud;

e enquiring of management concerning actual and potential litigation and claims,
and instances of non-compliance with laws and regulations; and

o reading minutes of meetings of those charged with governance.
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Independent auditor’s report (continued)

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e 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; and

o the strategic report and the directors’ report have been prepared in accordance
with applicable legal réquirements. '

In the light of the knowledge and understanding of the company and its environment
obtained in the course of the audit, we have not identified any material misstatements in
the strategic report or the directors’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following
matters if, in our opinion:
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
o 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.

We have nothing to report in respect of these matters.

Use of our report
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.

DocuSigned by:
(=

22AFAQ5F393B47A...
Peter Gallimore, FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor
Birmingham, United Kingdom
24 May 2022 | 17:01:20 BST

Page 20
[Confidential]



LUOCUDIgGN ENveIope I DLYUrU I B-6F EL-4E0U-YrUE-E40BF430/'14/

LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Registered Number: 03918171

Income Statement
For the year ended 31 December 2021

REVENUE

Cost of sales

GROSS (LOSS)/PROFIT

Administrative expenses

Distribution expenses

Research and development expenses
Other operating income

Other operating expense

OPERATING LOSS FROM CONTINUING OPERATIONS/ EBIT

Net finance expense

LOSS BEFORE TAXATION

Tax on loss

LOSS FOR THE YEAR

Attributable to:
Equity holders

[Confidentiall

2021
£000

225,465

(233,804)

(8,339)

. (9,282)
(13,253)
(12,415)
3,875
(189)

(39,603)

(887)
(40,490)
(2,599)

(43,089)

(43,089)

Notes

10

1

192,666

(174,002)

18,664

(8,128)
(14,583)
(11,295)
3,953
(266)

(1,655)

(1,113)

(12,768)

325

(12,443)

(12,443)
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Statement of Comprehensive Income
For the year ended 31 December 2021

Income and expense recognised directly in equity
Gain/(loss) on cash flow hedges taken directly to equity
Income tax effect

Remeasurement gain / (loss) on defined benefit plans
Income tax effect

Valuation allowance on deferred tax asset on pension
Transfers to income statement

Cash flow hedges - sales

Cash flow hedges - cost of sales

Income tax effect

Net income/(expense) recognised directly in equity
Loss for the year

Total recognised expense for the year

Attributable to:
Equity holders

[Confidential]

2021 2020
£000 £000
1,034 (1,761)
(95) 151
23,026 (17,947)
(694) 2,665
; (8,598)
(720) 819
187 86
22,738 (24,585)
(43,089) (12,443)
(20,351) (37,028)
(20,351) (37,028)
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Balance Sheet Company Registered Number 03918171
At 31 December 2021
2021 2020
£000 Notes £000
Non Current Assets
Tangible assets 3,019 13 3,025
Intangible assets ' 3 14 8
Deferred tax asset - )] 3,424
Other non-current assets ' 5,650 16 2,813
8,672 9,270
Current Assels
Trade and other receivables ‘ 79,094 16 96,240
Inventories 15,100 17 15,508
Cash and short term deposits 3,263 18 1,658
97,457 13,406
Total Assets 106,129 122,676
Current Liabilities
Trade and other payables 37,297 19 29,847
Provisions 5,551 20 -
Lease liabilities 424 21 395
43,272 30,242
Non-Current Liabilities
Pension liability 36,939 25 63,7717
Provisions 17,592 20
Lease liabilities 1,836 21 1,816
56,367 65,593
Total Liabilities 99,639 95,835
NET ASSETS 6,490 26,841
Capital and reserves
Equity share capital 30,000 22 30,000
Retained earnings 35,042 23 78,131
Other comprehensive income (58,552) 23 (81,290)
TOTAL EQUITY SHAREHOLDER FUNDS 6,490 23 26,841

Approved by the board and signed on their behalf by:
Mr G D Clowes

Digitally signed by clgo 100}
Director Cl g O 1 O O 1 o‘ax'efzgzz.os.za fs:zz:sz
Date: 24™ May 2022 +0100

fpéé%
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Statement of Changes in Equity
For the year ended 31 December 2021

0 C e ive
Share Retained Total
edges Gains and
Losses
£000 £000 £000 £000 £000
At 1January 2020 30,000 90,574 485 (57,190) 63,869
Loss for the year - (12,443) - - (12,443)
Other comprehensive - - (705) (23,880) (24,585)
income
At 31 December 2020 30,000 78,131 (220) (81,070) 26,841
Loss for year - (43,089) - - (43,089)
Other comprehensive - - 406 22,332 22,738
income
At 31 December 2021 30,000 35,042 186 (58,738) 6,490
Page 24
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021

Cash Flow Statement
For the year ended 31 December 2021

2021 2020

' £000 £000
Operating activities
Loss before tax : (40,490) (12,768)
Net finance costs 887 113
Depreciation of property plant and equipment 649 654
Amortisation of intangible assets 5 12
Difference between pension contributions paid and amounts
recognised in income statement (4,57) (3,940)
Increase/(decrease) in provisions 23,143 (270)
Decrease/(increase) in inventories 408 (379)
(Increase)/decrease to other non-current assets (2,837) 466
Decrease in trade and other receivables 17144 28,041
Loss/(Gain) on cash flow hedge included in movement in
receivables 501 (856)
Increase/(decrease) in trade and other payables 7,492 (9,408)
Corporation tax payment (4) (296)
Net cash inflow from operating activities 2,327 2,369
Investing activities
Purchase of property, plant and equipment (148) (76)
Net cash out flow from investing activities (148) (76)
Financing activities
Interest received (39) (42)
Interest paid (89) (107)
Repayment of leases - principal amount (446) (486)
Net cash inflow from financing activities (574) (635)
Increase in cash and cash equivalents 1,605 1,658
Cash and cash equivalents at beginning of year 1,658 -
Cash and cash equivalents at the year end 3,263 1,658 .
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LEONI Wiring Systems UK Limited

Report and Financial Statements for the year ended 31 December 2021
Notes to the Financial Statements

1. Authorisation of financial statements and compliance with International Financial
Reporting Standards (IFRSs)

The financial statements of LEON| Wiring Systems UK Limited for the year ended 31
December 2021 were authorised for issue by the board of directors on 24" May 2022 and
the balance sheet was signed on behalf of the board by Mr G D Clowes.

LEONI Wiring Systems UK Limited is a private company incorporated in the UK and
registered in England and Wales. Its registered address is as follows;

Lower Milehouse Lane
Newcastle-Under-Lyme
Staffordshire

ST59BT

The principal activities of LEONI Wiring Systems UK Limited are detailed in the Strategic
Report on page 3.

The financial statements have been prepared in accordance with international accounting
standards in conformity with the requirements of the Companies Act 2006 and
International Financial Reporting Standards as issued by the IASB. The principal
accounting policies adopted by the Company are set out in note 2.

2. Accounting Policies

2.1 Basis of preparation
The accounting policies which follow set out those pol|C|es which apply in preparing the
financial statements for the year ended 31 December 2021.

The Company's financial statements are presented under the historical cost convention in
Sterling and all values are rounded to the nearest thousand pounds (£000) except where
otherwise indicated.

The Company is exempt under s400 of Companies Act 2006 from the preparation of
consolidated financial statements, because it is included in the group financial
statements of LEONI AG. Where required, equivalent disclosures are given in the group
financial statements of LEONI AG. The group financial statements of LEONI AG are
available to the public and can be obtained as set out in note 29.

Going Concern

The financial statements have been prepared using the going concern basis of accounting
as based on internal cash flow projections and funds available with the entity directors of
the company believe that they will have sufficient fund to carry on the operation based
using going concern approach. Thus, the Company’s directors continue to adopt the gomg
concern basis of accounting in preparing the annual financial statements.
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Notes to the Financial Statements

Going Concern (continued)
The Company has financial backing from LEONI Group together with long term contracts
with a number of customers and suppliers across different geographic areas. As a
consequence, the directors believe that the company is well placed to manage its
business risks successfully.
Based on the latest projection, the Company is not expected to generate positive cash
flows on its activities in early 2022 considering the impact due to Covid-19 pandemic and
related material shortages but this is expected to improve later with the Company
¢ generating positive cash flows in total over the next five years. The Company has strong
relationships with the wider LEONI Group, who have a number of customers and
suppliers across different geographic areas and industries. The Company also
participates in the LEONI Group's centralised Treasury arrangements and expects to
maintain availability to sufficient cash to continue to operate as a going concern. Thus,
the Company's directors continue to adopt the going concern basis of accounting in
preparing the annual financial statements.

However, we draw attention to the Consolidated Financial statements and annual report
for LEONI AG ultimate parent for LEONI Wiring Systems UK Limited for the year ended
31st December 2021, in which the group’s executive directors describe the uncertainties
of the future business development due to the Covid-19° pandemic, related material
shortages and the crisis in Ukraine as well as the expiration of significant parts of the
current financing at the end of the financial year 2022 as risk relating to the Group's
ability to continue as a going concern.

The group has planned, initiated and largely implemented measures to secure short and
medium-term liquidity in the financial years 2020 and 2021. However, to ensure the ability
to refinance at the end of the financial year 2022 and to secure long-term liquidity, the
timely and successful implementation of further planned measures is necessary, in
particular the realised sale of selected units of the WCS division (Wiring and Cable
Solutions division). The timely implementation of the measures is one assumption
underlying the group’s executive director’s current multi-year plan.

Further considering the fact that group’s financial management is handled centrally by
LEONI AG, holding company as explained in section “Financial and Liquidity management”
of group financials. Hence, LEONI Wiring systems UK Limited depends on the group for
funding and thus the conclusion reached at group level over appropriateness of going
concern assumption applies to LEONI Wiring systems UK Limited as well.

Taking into account all of the uncertainties explained above that are relevant to the
Company and wider group, and that the Company is dependent upon funding from its
parent company this indicates the existence of a material uncertainty that may cast
significant doubt on the Company's ability to continue as a going concern and, therefore,
that it may be unable to realize its assets and discharge its liabilities in the normal
course of business.
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Notes to the Financial Statements

New accounting requirements applied for the first time in the financial year

Except for amendments to IAS 37: Onerous contracts - Cost of fulfilling a contract, there
are no other new and amended accounting standards or interpretations that were to be
applied to the 2021 financial year for the first time that will have material effect on the
financial statements and are for this reason not specifically explained.

Amendments to IAS 37, Onerous Contracts - Cost of Fulfilling a Contract

The amendments to IAS 37, Onerous Contracts - Cost of Fulfilling a Contract, published
by the IASB on 14 May 2020, were adopted into European law on 28 June 2021. These
stipulate that the costs of fulfilling a contract comprise the costs that relate directly to
the contract. The cost of fulfilling the contract must thus include both the incremental
costs of fulfilling that contract and an allocation of other costs that relate directly to
fulfilling contracts (e.g. pro-rata depreciation of property, plant and equipment used to
fulfil several contracts). Management has early adopted this guidance during the current
financial year and did not find any material effect on the financial statements.

2.2 Summary of significant accounting policies

Intangible Assets

Intangible assets are carried at cost less accumulated amortisation and accumulated
impairment losses. Expenditure on internally developed intangible assets excluding
development costs is taken to the income statement in the year in which it is incurred.
Development expenditure is recognised as an intangible asset only when its technical
feasibility and commercial viability can be clearly demonstrated.

Intangible assets with a finite life not directly connected to a customer contract are
amortised on a straight line basis over their useful lives as follows:

¢ Software - S years
e Development expenditure - 7 years

Intangible assets with a finite life directly connected to a customer contract are
amortised over the life of that contract. There are no intangible assets with an infinite
useful life. The carrying value of intangible assets is reviewed for impairment whenever
events or changes in circumstances indicate the carrying value may not be recoverable.
In addition the carrying value of capitalised development expenditure is reviewed for
impairment annually before being brought into use.

Revenue

Revenue, which is stated net of value added tax, represents amounts invoiced to third
parties. The revenue is attributable to one principal activity, the design, manufacture and
supply of automotive wiring systems. Revenue is recognised to the extent that it is
probable that economic benefits will flow to the Company and revenue can be reliably
measured. Revenue is measured at the fair value of the consideration received, excluding
discounts, rebates, VAT and other sales taxes or duty.
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2. Accounting Policies (continued)

Sale of goods

Revenue from the sale of goods is recognised when the performance obligation is
satisfied as per the contract and significant risks and rewards of ownership for the goods
have passed to the buyer. Provisions for customer rebates and discounts as well as for
returns and other adjustments are provided for in the same period the related sales are
recognised. Price adjustments are spread over the unit numbers planned over the term
of the series to which the adjustment applies.

Nomination fees

Nomination fees that have a direct, causal link with obtaining of the contract and
represent an anticipated discount for future business volume are capitalised and
presented under other assets. The capitalised amount is recognised based on the ratio of
the unit numbers accepted versus the unit numbers planned over the term of the series
to reduce revenue.

Sale of design and development services

Design and development revenue represents amounts chargeable to customers for
services provided during the year including recoverable expenses but excluding Value
Added Tax. Services provided to customers, which at the balance sheet date have not
been billed, have been recognised as revenue. Revenue recognised in this manner is
based on an assessment of the fair value of the services provided at the balance sheet
date as a proportion of the total value of the engagement. Revenue is only recognised
where the Company has a contractual right to receive consideration for work undertaken.
Sales revenues are generated from development work performed prior to supplying
customers in the car and commercial vehicle industry and subsequent series production
and supply, each of which represent separate performance obligations.

The granted payment terms are normally 30 to 90 days from the date of delivery.

Translation of Foreign Currency Transactions

Transactions in foreign currencies are initially recorded in the functional currency by
applying the spot exchange rate ruling at the date of transaction. Monetary assets and
liabilities denominated in foreign currencies are retranslated at the functional currency
rate of exchange ruling at the balance sheet date. All differences are taken to the income
statement, except where hedge accounting is applied. Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions. Non-monetary items measured
at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value was determined.

Derivative financial instruments and hedging

The Company uses derivative financial instruments, specifically forward currency
contracts to hedge its risks associated with foreign currency fluctuations. All hedge
transactions are taken out with the ultimate parent company, LEON| AG.
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2. Accounting Policies (continued)

At the inception of a hedge relationship the Company formally designates and documents
the hedge relationship to which the Company wishes to apply hedge accounting and the
risk management objective and strategy for undertaking the hedge. The documentation
includes identification of the hedging instrument, the hedged item or transaction, the
nature of the risk being hedged and how the entity will assess the hedging instruments
effectiveness in offsetting the exposure to changes in the hedged items fair value or cash
flows attributable to the hedged risk. Such hedges are expected to be highly effective in
achieving offsetting changes in fair value or cash flows and are assessed on an ongoing
basis to determine that they actually have been highly effective throughout the financial
reporting periods for which they were designated.

Hedges which meet the strict reporting criteria and effectiveness for hedge accounting
are accounted for as follows:

Derivative financial instruments and hedging (continued)

Cash flow hedges

Cash flow hedges are the hedge of the exposure to variability in cash flows that is
attributable to a particular risk associated with a highly probable forecast transaction
and could affect profit or loss. The effective portion of the gain or loss in the hedging
instrument is recognised directly in equity.

Amounts taken to equity are transferred to the income statement when the hedged
transaction affects profit or loss, such as when the hedged financial income or expense
is recognised or when a forecast sale or purchase occurs. When the hedged item is the
cost of a non-financial asset or liability, the amounts taken to equity are transferred to
the initial carrying amount of the non-financial asset or liability.

If the hedging instrument expires or is terminated or exercised without replacement or
rollover, or if its designation as a hedge is revoked, amounts previously recognised in -
equity remain in equity until the forecast transaction occurs. If the forecast transaction is
not expected to occur, the amount is taken to the income statement.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses. Such cost includes costs directly attributable to making
the asset capable of operating as intended.

Depreciation is provided on all property, plant and equipment, at rates calculated to write
off the cost, less estimated residual value based on prices prevailing at the balance sheet
date, of each asset evenly over its expected useful life as follows:

Leasehold improvements - over the lease term
Plant and machinery - over 3 to15 years

The carrying values of property, plant and equipment are reviewed for impairment when
events or changes in circumstances indicate the carrying value may not be recoverable.
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2. Accounting Policies (continued)

Impairment of assets

Assets, other than those measured at fair value, are assessed for indicators of
impairment at each balance sheet date. If there is objective evidence of impairment, an
impairment loss is recognised in profit or loss as described below.

Non-financial assets

An asset is impaired where there is objective evidence that, as a result of one or more
events that occurred after initial recognition, the estimated recoverable value of the
asset has been reduced. The recoverable amount of an asset is the higher of its fair value
less costs to sell and its value in use.

Where indicators exist for a decrease in impairment loss previously recognised for
assets, the prior impairment loss is tested to determine reversal. An impairment loss is
reversed on an individual impaired asset to the extent that the revised recoverable value
does not lead to a revised carrying amount higher than the carrying value had no
impairment been recognised.

Financial assets

For financial assets carried at amortised cost, the amount of an impairment is the
difference between the asset’s carrying amount and the present value of estimated
future cash flows, discounted at the financial asset’s original effective interest rate.

For financial assets carried at cost less impairment, the impairment loss is the difference
between the asset’s carrying amount and the best estimate of the amount that would be
received for the asset if it were to be sold at the reporting date.

Where indicators exist for a decrease in impairment loss, and the decrease can be
related objectively to an event occurring after the impairment was recognised, the prior
impairment loss is tested to determine reversal. An impairment loss is reversed on an
individual impaired financial asset to the extent that the revised recoverable value does
not lead to a revised carrying amount higher than the carrying value had no impairment
been recognised

Leases

LWS UK assesses at the inception of a contract whether it establishes or involves a
lease. This is the case when the contract grants the right to control the use of an
identified asset for a certain time against payment of a fee. On the date of provision, LWS
UK recognises an asset for the granted right of use as well as a leasing liability on its
balance sheet.

The rights of use are at first measured based on the amount at which the lease liability is
initially measured, adjusted for lease payments made upon or before provision plus
possibly incurred, initial, direct costs, less any included lease incentives. Subsequent
measurement is at cost less accumulated depreciation and impairment. Rights of use
refer mainly to land, leasehold rights and buildings, machinery, motor vehicles as well as
factory and office equipment and are depreciated on a straight-line basis over the
shorter of the two periods of the term and the expected useful life of the lease as
follows:
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2. Accounting Policies (continued)

Leases (continued)
Land, leasehold rights and buildings 1- 50 years
Machinery, motor vehicles as well as factory and office equipment 1-15years

This also applies to cases where a lease transfers ownership of the leased property or
where the Company rates exercise of a purchase option agreed under the lease as
sufficiently assured and the exercise price has thereby already been considered in the
costs of the right of use accordingly. If ownership of the underlying asset is transferred
or it is sufficiently assured that the purchase option will be exercised, the corresponding
right of use must be depreciated over the useful life of the underlying asset. LWS UK
applies IAS 36 to determine whether a right of use is impaired and recognises the
identified impairment expense accordingly. The rights of use are presented under
property, plant and equipment on the consolidated balance sheet and there under the
items concerned. The lease liability is initially measured at the present value of the lease
payments, discounted by the interest rate underlying the lease. As the interest rate
underlying the lease cannot be determined, LWS UKI uses the incremental borrowing
rate according to the term of the underlying lease as prescribed in the Standard.

Measurement of the lease includes the following payments:

¢ Fixed lease payments (including de facto fixed payment), less incentive payments
to be received

e Variable lease payments that are based on an index or a rate, initially measured
by the index or rate at the time the lease starts
Payments expected from the lessee due to residual value guarantees

o Exercise prices of purchase options if the lessee is sufficiently sure of exercising
these and

e Penalty payments for premature termination of the lease if exercise of the
termination right is according to the term of the lease.

Variable lease payments that do not depend on an index or rate are not included in
measurement of the lease liability and the right of use. These payments are expensed in
the period in which the triggering event or the triggering condition occurs and recognised
under other operating expenses in the income statement. The lease liability is
subsequently measured by an increase in the carrying amount to account for the interest
expense for the lease liability (using the effective interest rate method) and by reducing
the carrying amount to account for lease payments made. Lease liabilities are recognised
within financial debt.
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2. Accounting Policies (continued)

Leases (continued) '
The Company remeasures the lease liabilities and accordingly adjusts the corresponding
rights of use in the following cases:

e The term of the lease has changed or there are material events or material
change in circumstances that lead to a changed assessment with respect to
exercising a purchase option. In such a case, the lease liability is remeasured by
discounting the adjusted lease payments with an updated interest rate. This
involves the right of use being adjusted for the amount resulting from
remeasurement of the lease liability, down to a carrying amount of as little as nil.
Any adjustments beyond that much be recognised through profit or loss.

o Lease payments will change due to index or rate changes, or due to a change in
the payment expected to be made based on a residual value guarantee. In such
cases, the lease liability is remeasured by discounting the adjusted lease
payments with an unchanged discount rate (unless the change in lease payments
is attributable to a change in a variable rate of interest, in which case an updated
interest rate must be used).

e A lease is changed and the change to the lease is not recognised as a separate
lease. In that case, the lease liability is remeasured based on the term of the
changed lease by discounting the changed lease payments using an updated
interest rate at the time the change becomes effective. The right of use is adjusted
accordingly.

IFRS 16 permits the lessee to dispense with separating between leasing and non-leasing
components and to account for leases with associated non-leasing components as a
single contract pursuant to IFRS 16. The Group has not used this exemption provision. In
the case of leases that contain a leasing component and one or several additional leasing
and non-leasing components, the Group allocates the consideration in the contract to
each contract component based on the relative stand-alone selling price of the leasing
component and the aggregated stand-alone selling prices of the non-leasing
components. LWS has exercised the option of not recognising rights of use and lease
liabilities for short-term leases (with a term of twelve months or less) and for leases of
low value (new value of the asset being lower than EUR 5,000). The corresponding lease
payments are expensed in the functional areas of the income statement.
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2. Accounting Policies (continued)

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost includes all
costs incurred in bringing each product to its present location and condition, as follows:

Raw materials, - = Purchase cost on an average cost basis.
consumables and goods

for resale

Work in progress and - Average cost of direct materials and labour plus
finished goods attributable overheads based on a normal level of

activity, excluding borrowing costs.

Net realisable value is based on estimated selling price less any further costs expected
to be incurred to completion and disposal.

Trade and other receivables

Trade receivables, which generally have 30-90 day terms, are recognised and carried at
the lower of their original invoiced value and recoverable amount. Where the time value
of money is material, receivables are carried at amortised cost.

The Company applies the simplified approach under IFRS 9 to impairment of trade
receivables and contract assets, and recognises the expected losses over the full
lifetime. The Group therefore does not follow up changes in the credit risk, instead
recognising a risk provision based on the full lifetime expected credit losses on each
reporting date.

The expected losses are determined using an impairment matrix by grouping the
principal types of receivables according to their risk ratings, which represent the ability
of customers to settle amounts due as contracted. The allocations to the default risk
categories are made principally based on external ratings of the key customers that
consider forward-looking estimates. The data on the external rating and the probabilities
of default is updated quarterly and annually on the respective reporting dates.

Financial instruments

Financial assets and financial liabilities are recognised when the Group becomes a party
to the contractual provisions of the instrument. '

Financial liabilities and equity instruments are classified according to the substance of
the contractual arrangements entered into. An equity instrument is any contract that
evidences a residual interest in the assets of the Group after deducting all of its
liabilities.
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2. Accounting Policies (continued)

Financial Instruments (continued)

(i) Financial assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including
transaction costs), except for those financial assets classified as at fair value through
profit or loss, which are initially measured at fair value (which is normally the
transaction price excluding transaction costs), unless the arrangement constitutes a
financing transaction. If an arrangement constitutes a financing transaction, the financial
asset or financial liability is measured at the present value of the future payments
discounted at a market rate of interest for a similar debt instrument.

Financial assets and liabilities are only offset in the balance sheet when, and only when
there exists a legally enforceable right to set off the recognised amounts and the Group
intends either to settle on a net basis, or to realise the asset and settle the liability
simultaneously 4

Debt instruments that comply with all of the condition of paragraph 11.9 of FRS 102 are
classified as ‘basic’. For debt instruments that do not meet the conditions of FRS 102.11.9,
the Group considers whether the debt instrument is consistent with the principle in
paragraph 11.9A of FRS 102 in order to determine whether it can be classified as basic.
Instruments classified as ‘basic’ financial instruments are measured subsequently at
amortised cost using the effective interest method.

With the exception of some hedging instruments, other debt instruments not meeting
conditions of being ‘basic’ financial instruments are measured at fair value through profit
or loss.

Commitments to make and receive loans which meet the conditions mentioned above are
measured at cost (which may be nil) less impairment.

Financial assets are derecognised when and only when a) the contractual rights to the
cash flows from the financial asset expire or are settled, b) the Group transfers to
another party substantially all of the risks and rewards of ownership of the financial
asset, or c) the Group, despite having retained some, but not all, significant risks and
rewards of ownership, has transferred control of the asset to another party.

Financial liabilities are derecognised only when the obligation specified in the contract is
discharged, cancelled or expire

(ii) Fair value measurement

The best evidence of fair value is a quoted price for an identical asset in an active market.
When quoted prices are unavailable, the price of a recent transaction for an identical
asset provides evidence of fair value as long as there has not been a significant change
in economic circumstances or a significant lapse of time since the transaction took place.
If the market is not active and recent transactions of an identical asset on their own are
not a good estimate of fair value, the fair value is estimated by using a valuation
technique.
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2. Accounting Policies (continued)

Financial Instruments (continued)

(iif) Hedge accounting '

The Group designates certain derivatives as hedging instruments in cash flow hedges

At the inception of the hedge relationship, the entity documents the economic
relationship between the hedging instrument and the hedged item, along with its risk
management objectives and clear identification of the risk in the hedged item that is
being hedged by the hedging instrument. Furthermore, at the inception of the hedge the
Group determines and documents causes for hedge ineffectiveness.

Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and
qualify as cash flow hedges is recognised in other comprehensive income. The gain or
loss relating to the ineffective portion is recognised immediately in profit or loss.
Amounts previously recognised in other comprehensive income and accumulated in
equity are reclassified to profit or loss in the periods in which the hedged item affects
profit or loss or when the hedging relationship ends, except for the hedging of inventory
purchases when the amount is reclassified from the hedging reserve and included in the
cost of inventory at initial recognition.

Hedge accounting is discontinued when the Group revokes the hedging relationship, the
hedging instrument expires or is sold, terminated, or exercised, or no longer qualifies for
hedge accounting. Any gain or loss accumulated in equity at that time is reclassified to
profit or loss when the hedged item is recognised in profit or loss. When a forecast
transaction is no longer expected to occur, any gain or loss that was recognised in other
comprehensive income is reclassified immediately to profit or loss.

Cash and cash equivalents

Cash and short-term deposits in the balance sheet comprise cash at banks and in hand
and short-term deposits with an original maturity of three months or less.

For the purpose of the cash flow statement, cash and cash equivalents consist of cash
and cash equivalents as defined above, net of outstanding bank overdrafts.

Interest bearing loans and borrowings

All loans and borrowings are initially recognised at fair value less directly attributable
transaction costs. After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost using the effective interest method.

Gains and losses arising on the repurchase, settlement or otherwise cancellation of
liabilities are recognised respectively in finance income and finance expense.
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2. Accounting Policies (continued)

Operating profit

Operating profit as referred to in the income statement is defined as being profit
generated from normal trading activities before finance costs and revenues, and before
taxation.

Government Grants
Government grants , including non-monetary grants at fair value, are not to be
recognised until there is reasonable assurance that:

a. the entity will comply with the conditions attaching to them; and
b. the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the
periods in which the entity recognises as expenses the related costs for which the grants
are intended to compensate.

Corporate taxes

Current tax assets and liabilities are measured at the amount expected to be recovered
from or paid to the taxation authorities, based on tax rates and laws that are enacted or
substantively enacted by the balance sheet date. Deferred tax is recognised on all
temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the financial statements, except that deferred tax assets are
recognised only to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, carried forward tax credits or tax
losses can be utilised.

Deferred tax assets and liabilities are measured on an undiscounted basis at the tax
rates that are expected to apply when the related asset is realised or liability is settled,
based on tax rates and laws enacted or substantively enacted at the balance sheet date.
Income tax is charged or credited directly to equity if it relates to items that are credited
or charged directly to equity. Otherwise income tax is recognised in the income
statement.

Issued share capital
Ordinary shares are classified as equity, as they do not contain an obligation to transfer
cash or another financial asset.

Provisions

A provision is recognised when the Company has a legal or constructive obligation as a
result of a past event and it is probable that an outflow of economic benefits will be
required to settle the obligation. If the effect is material, expected future cash flows are
discounted using a current pre-tax rate that reflects, where appropriate, the risks
specific to the liability.
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2. Accounting Policies (continued)

Provisions (continued)

Where the Company expects some or all of a provision to be reimbursed, for example
under an insurance policy, the reimbursement is recognised as a separate asset but only
when recovery is virtually certain.

Pensions

The Company operates a defined benefit pension plan, which requires contrlbutlons to be
made to a separately administered fund.

The cost of providing benefits under the defined benefit plans is determined separately
using the projected unit credit method, which attributes entitlement to benefits to the
current period (to determine current service cost) and to the current and prior periods
(to determine the present value of defined benefit obligation) and is based on actuarial
advice. Past service costs are recognised in profit or loss on the earlier of the date of .
the plan amendment or curtailment, and the date that the Company recognises
restructuring-related costs. When a settlement (eliminating all obligations for benefits
already accrued) or a curtailment (reducing future obligations as a result of a material
reduction in the scheme membership or a reduction in future entitlement) occurs the
obligation and related plan assets are remeasured using current actuarial assumptions
and the resultant gain or loss recognised in the income statement during the period in
which the settlement or curtailment occurs. '

Net interest is calculated by applying the discount rate to the net defined benefit liability
or asset, both as determined at the start of the annual reporting period, taking account of
any changes in the net defined benefit liability during the period as a result of
contribution and benefit payments. The net interest is recognised in profit or loss as
other finance revenue or cost.

Remeasurements, comprising actuarial gains and losses, the effect of the asset ceiling
and the return on the net assets (excluding amounts included in net interest), are
recognised immediately in other comprehensive income in the period in which they
occur.

The defined benefit pension asset or liability in the balance sheet comprises the total for
each plan of the present value of the defined benefit obligation (using a discount rate
based on high quality corporate bonds), less the fair value of plan assets out of which the
obligations are to be settled directly. Fair value is based on market price information and
in the case of quoted securities is the published bid price. The value of a net pension
benefit asset is restricted to the present value of any amount the Company expects to
recover by way of refunds from the plan or reductions in the future contributions.
Contributions to defined contribution schemes are recognised in the income statement in
the period in which they become payable.
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2. Accounting Policies (continued)

Key judgements and estimates

Estimates and assumptions or judgements must be made in some cases in order to
prepare the financial statements in accordance with IFRS. These have an influence on the
amounts of assets, liabilities and contingent liabilities stated on the balance sheet date as
well as when reporting expenses and income. Actual results could differ from such
estimates. Key assumptions concerning the future as well as other key sources of
estimation uncertainty at the balance sheet date, which present a risk of material
adjustment to the carrying amounts of the assets and liabilities subsequently. We have
noted that the following key judgements and estimates has been applied as part of
preparation of this financial statement.

(i) Key Judgements

Revenue in relation to the wiring harnesses sold by LEONI Wiring Systems UK Limited
(LWS UK) is recognised at a point in time, either upon despatch or delivery to the
customer depending on the specific contract terms. These items do not have an
alternative use to LWS UK. However, although there are customary practices that involve
some reimbursement being paid to LWS UK in the event that the contract is cancelled,
the directors have assessed that this does not represent an enforceable right to payment,
as the amounts payable will not always be sufficient to cover costs plus a reasonable
margin as per IFRS 15.35(c). Accordingly, the contracts are not considered to meet the
criteria for recognition of revenue over time.

Agreements with customers for revenue to compensate for reduced volumes are
recognised over the period to which the compensation relates. The revenue is discounted
for expected recoverability and the time value of money.

(ii) Key estimates:

The cost of defined benefit pensions plans is derived from actuarial valuations. The
actuarial valuation involves making assumptions about discount rates, expected rates of
return on assets, future salary increases, mortality rates and future pension increases.
Due to the long term nature of these plans, such estimates are subject to uncertainty.
Further details are given in Note 25. '

Present obligations that arise in connection with onerous contracts are recognised as
provision. Measuring the provisions involves a substantial degree of estimation. The
Company makes provision for the present obligation arising under customer contracts
and order related risks when the estimated total unavoidable costs exceed the revenues.
The Company identifies the potential losses on customer contracts by means of ongoing
control of the project's progress and updating of estimates. An extrapolation from
business planning is also made to assess the extent to which there may be an onerous
customer contract and is made according to the principles described above as well as
linked with the assumptions and estimates likewise presented above.
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3. Revenue
Revenue disclosed in the income statement is analysed as follows:
2021 2020
£000 £000
Sales of goods 215,008 185,900
Design and development services 10,457 6,766
225,465 192,666

No revenue was derived from the exchange of goods or services (2020: Nil).

4. Segment information

The primary segment reporting format is determined to be the business segments as the
Company’s risks and rates of return are affected predominantly by the products and
services provided. Secondary segment information is reported geographically.

The Company has one primary business segment, the design and supply of automotive
wiring systems. The revenue for this is shown below.

The Company's geographical segments are based on the location of the Company's
customers and is shown below.

The following tables present revenue regarding the Company’'s geographical segments
for the years ended 31 December 2021 and 2020. Sales to external customers disclosed in
geographical segments are based on the geographical location of its customers. The
largest two customers represent 50% of the Company’s total revenue in the year.

Year ended 31 December 2021 UK Rest of the Total
World :

£000 £000 £000
Revenue
Sales to external customers 168,628 55,684 224,312
Sales to group companies - 433 433
Effect of hedging 720 - 720
Segment revenue 169,348 56,117 225,465
Year ended 31 December 2020 UK Rest of the Total
' World

£000 £000 £000
Revenue
Sales to external customers 135,072 58,040 193,12
Sales to group companies ‘ - 373 373
Effect of hedging (819) - (819)
Segment revenue 134,253 58,413 192,666
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5. Other operating income

2021 2020

£000 £000

Foreign exchange loss ' (694) (182)
Services recharged to other group companies 4,569 4,135
3,875 3,953

Services are recharged to other group companies when the Company bears the initial
cost but other group companies receive the benefit of the service.

6. Other operating expense

2021 2020
£000 £000
Group factoring charges 189 266
189 266
7. Operating Profit
This is stated after charging/(crediting):
2021 2020
£000 £000
Amortisation of software and deferred development 5 12
expenditure .
Depreciation of property, plant and 649 654
equipment :
Net foreign currency differences (note 5) 694 182
Cost of inventories recognised as an expense 184,659 149,105
Including - write down of inventories to net realisable valtue 1,554 702
Onerous contract provision (note 20) 23,143 -
Coronavirus Job Retention Scheme Income (note 75) - (1,786)
Operating lease payments
- minimum lease payments 462 483
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7. Operating Profit (continued)

a)

b)

Research and development costs of £12,415,000 (2020: £11,295,000) have been
incurred during the year. To the extent that these are recoverable from
customers, the associated income has been included within Revenue. Other
costs have been expensed in full to the income statement. All research and
development costs are presented separately in the income statement for
clarity of the nature of costs incurred.
During the current year the company did not receive any support from the UK
government under Coronavirus Job Retention Scheme (CJRS) however in the
previous year the company applied and received support of £1,768,000 and
recorded the support as a reduction to payroll expense as per accounting
policy choice available under IAS 20. The company complied with the
followmg conditions attached to the scheme:
e communicated to affected employees in writing that they were

furloughed

maintained the affected employees under contracts of employment

ensured that those employees were not providing any services to

the employer or otherwise made money on behalf of the employer

during the furlough period.

8. Auditors’ remuneration

2021 2020
£000 £000
Audit of financial statements 99 90
Other fees to auditors
- Other professional services (VAT and - -
personal tax advice)
99 90
9. Staff costs and directors’ emoluments
a) Staff costs
2021 2020
£000 £000
Wages and salaries 14,756 14,155
Social security costs 1,573 1,5M
Defined benefit pension costs (note 26) 2,307 2,1M
Defined contribution pension costs 1,634 1,288
20,270 19,125
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9. Staff costs and directors’ emoluments (continued)

The monthly average number of employees during the yea’r was made up as follows:

2021 2020
‘ No No
Management and Staff 342 349
Total employees 342 349
Note: All employees fall under the single category
b) Directors’ emoluments
2021 2020
£000 £000
Emoluments 104 98
No No
Members of Defined Benefit Pension Schemes 1 1
10. Net finance expense
2021 2020
£000 £000
Loans to parent company 39 42
Interest cost 27 63
Finance cost from lease liability 62 44
Net interest costs relating to pension obligation 759 964
(note 26)
887 113
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11. Taxation

(a) Tax on profit
Tax charged in income statement

2021 2020
£000 £000
Current income tax charge (35) 605
Deferred tax relating to the origination of temporary 2,634 (930)
differences
Tax charge in the income statement 2,599 (325)

(b) Reconciliation of the total tax charge
The tax (income)/expense in the income statement for the year differs from the standard
rate of corporation tax in the UK of 19% (2020: 19%). The differences are reconciled below:

2021 2020
£000 £000
Accounting (loss) before income tax (40,490) (12,768)
Accounting (loss)/profit multiplied by the UK (7,693) (2,426)
Standard rate of corporation tax of 19% (2020: 19%)
Expenses not deductible for tax purposes 6 6
Tax rate changes - 400
Current tax charge from prior 1,965 -
years
Release of provision for tax risk (2,000) 1,000
Derecognised deferred tax asset 10,321 695
Total tax (income)/expénse reported in the income
statement 2,599 (325)
2021 2020
£000 £000
Movement in OC| before income tax ' (23,528) (18,803)
Movement in OCl multiplied by the UK Standard (4,470) (3,572)
rate of corporation tax of 19% (2020: 19%)
Tax rate changes - 756
Derecognised deferred tax asset 5,259 8,598
Total tax charge reported in the statement of
comprehensive income 789 5,782
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11. Taxation (continued)

(c) Deferred Tax
The deferred tax included in the balance sheet is as follows:

2021 2020

£000 £000
Deferred tax liability
Effect of cash flow hedges 43 -
Deferred tax liability 43 -
Deferred tax asset
Decelerated capital allowances 20 22
Effect of cash flow hedges - 92
General bad debt provision 23 : -
Losses carried forward 11,016 2,599
Pension timing difference 13,857 10,004
Deferred tax asset valuation allowance on pension (13,857) (8,598)
Deferred tax asset valuation allowance on losses (11,016) (695)
Deferred tax asset _ 43 3,424
Net deferred tax asset '
Deferred tax liability (43) -
Deferred tax asset 43 3,424
Net deferred tax asset - 3,424
Net deferred tax asset
Decelerated capital allowances - 22
Effect of cash flow hedges - 92
General bad debt provision - -
Losses carried forward - 1,904
Pension timing difference - 1,406
Deferred tax asset ’ - 3,424
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11. Taxation (continued)
The deferred tax included in the income statement is as follows:

2021 2020

£000 £000
Deferred tax in the income statement
Accelerated capital allowances - tangible assets (2) (16)
Pension timing difference © (728) (957)
Deferred tax on loss for the year 8,417 2,598
Deferred tax asset valuation atlowance (10,321) (695)
Amount credited/(charged) to the income statement (2,634) 930
Deferred tax in equity
Effect of cashflow hedges (135) 182
General bad debt allowance 23 (36)
Pension timing difference 4,581 2,665
Deferred tax asset valuation allowance (5,259) (8,598)
Deferred tax asset at the start of the year 3,424 8,272
Deferred tax asset at the end of the year - = 3,424

Recognition of deferred tax asset

Based on management’s forecasting of the future business performance of LWS UK there
is a strong indication that the tax assets will be not be realised and management has
recorded an asset only to the extent that future taxable income is probable as per IAS 12.
This assessment is in turn based on experience as well as the currently available
information and forecasts.

Unrecognised deferred tax asset

The entity has an unrecognised deferred tax asset of £24,873,000 as at 31 December 2021.
(As at 31 December 2020- £9,293,000). This is split between a deferred tax asset on
pension of £13,857,000 and a deferred tax asset on losses of £11,016,000.

Factors affecting future tax charges

In the March 2021 Budget the UK Government announced that legislation will be
introduced in Finance Bill 2021 to increase the main rate of UK corporation tax from 19%
to 25%, effective 1 April 2023. This was substantively enacted on 24" May 2021.
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12. Dividends paid and proposed
A dividend of £Nil (2020: £Nil) has been declared and paid during the year.

No further dividend is proposed for the year (2020: £Nil).

13. Tangible assets

Leasehold Plant & Plant & Total

buildings - = right of

i of use use

£000 £000 £000 £000

Cost
At 1 January 2020 2,026 3,880 732 6,638
Additions ' - 76 396 472
At 31 December 2020 2,026 3,956 1128 7,10
Additions - ' 94 148 401 643
Disposals (50) (2,260) (94) (2,404)
At 31 December 2021 2,070 1,844 1,435 5,349
Depreciation
At 1January 2020 185 2,980 266 3,431
Charged during the year 185 162 307 654
At 31 December 2020 370 3,142 573 4,085
Charged during the year 1M 187 291 649
Disposals (50) (2,260) (94) (2,404)
At 31 December 2021 4N 1,069 770 2330
Net Book Value at 31 December 2021 1,579 775 665 3,019
Net Book Value at 31 December 2020 1,656 814 555 3,025

Assets held under finance leases
At 31 December 2021 no assets are held under finance leases (2020: Nil).
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14. Intangible Assets
Software Development Total

& Costs
Licences '

- £000 £000 £000
Cost
At 1 January 2020 667 998 1,665 .
At 31 December 2020 667 998 1,665
Disposals (630) (998) (1,628)
At 31 December 2021 37 - 37
Amortisation
At 1 January 2020 647 998 1,645
Charged during the year 12 - 12
At 31 December 2020 ‘ 659 v998 1,657
Charged during the year 5 - 5
Disposals : (630) (998) (1,628)
At 31 December 2021 34 - 34
Net Book Value at 31 December 2021 3 - 3
Net Book Value at 31 December 2020 ' 8 - 8
Net Book Value at 1 January 2020 20 - .20

The Company has been granted licences for new business and incurred certain costs
developing that new business. These intangibles are measured at cost and have finite
useful lives. Licences and Development costs are amortised over the life of the contract
to which they relate. These contracts do not exceed 7 years.

The carrying value of intangible assets is reviewed for impairment whenever events or
changes in circumstances indicate the carrying value may not be recoverable. In addition
the carrying value of capitalised development expenditure is reviewed for impairment
annually before being brought into use.
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15. Investments
At 1 January 2020, 31 December 2020 and 31 December 2021 the Company had an
investment of £2 in LEONI Pension Trustees Limited.

The company has taken advantage of the section of IFRS10 which exempts the company
from the obligation to prepare and deliver group financial statements as it is included in
the consolidated IFRS compliant financial statements of Leoni AG, a company registered
in the Federal Republic of Germany.

Details of the investments in which the Company holds 20% or more of the nominal value
of any class of share capital are as follows (All holdings are ordinary shares):

Undertaking Country of Percentage of Principal
orporatio voting rights Activity
and shares held
LEONI Pension United Kingdom 100% ‘ Administration
Trustees of Pension
Limited scheme

The registered address of LEONI Pension Trustees Limited is as follows;

Lower Milehouse Lane
Newcastle Under Lyme
Staffordshire

STS 9BT
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16. Trade and other receivables

2021 2020

£000 £000

Trade receivables 17,709 29,320
Amounts owed by affiliated companies 53,617 60,895
Prepayments and other current assets 7,768 6,025
79,094 96,240

Other trade receivables 5,650 2,813
84,744 99,053

Trade receivables are non-interest bearing and generally on 30 to 90 day terms.
For terms and conditions relating to related party transactions, refer to note 27.

On the balance sheet date, trade receivables were reduced by factoring amounting to
£12,666,000 (2020: £10,955,000). In genuine factoring, the factoring company assumes the
default risk of the receivables. The increase in factoring volume was due to expansion of our
factoring programmes.

Trade receivables are denominated in the following currencies:

2021 2020

£000 £000

Sterling 3,681 1,583
Euro 18,591 27,672
US Dollar : 16 65
At 31 December . 22,388 29,320

Out of the carrying amount of trade receivables, 68% (2020: 61%) is against two major debtors.

The allowances for trade receivables were as follows:

2021 2020
£000 £000
At 1January 212 212
Additions (allowances recognised as an expense 827 -
IFRS 9)
Write back - -
At 31 December 1,039 212
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16. Trade and other receivables (continued)

The gross carrying amounts of and valuation allowances for trade receivables as well as
contract assets break down as follows by default risk category:

2021 2021
£000 £000
Size of Valuation
exposure allowance
(gross)
Risk rating
Low risk 4,542 18
Average risk 15,688 124
Above-average risk 2,3NM 408
Total 22,601 550
2020 2020
£000 £000
Size of Valuation
exposure allowance
(gross)
Risk rating
Low risk 3,000 1
Average risk 22,166 124
Above-average risk 4,366 87
Total 29,532 212
17. Inventories
2021 2020
£000 £000
Finished goods and goods for resale 15,100 15,508

The amount of inventories recognised as an expense is £184,659,000 (2020: £149,105,000). This
expense is included in the cost of sales as a cost of inventories recognised as an expense.

The carrying amount of inventories carried at fair value less costs to sell is £809,000 (2020:
£Nil).
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18. Cash and short term deposits

2021 2020
£000 £000
Cash at bank and in hand 3,263 1,658

The parent company operates a cash netting system whereby cleared surplus cash is
transferred to a group account and placed on short term deposit. At 31 December 2021 the
Company had a balance included in receivables of £53,617,155 (2020: £60,894,803).

At 31 December 2021 the Company had available £Nil (2020: £Nil) of undrawn committed
borrowing facilities.

For the purposes of the cash flow statement, cash and cash equivalents comprise the
following at 31 December:

2021 2020
£000 £000
Cash at bank and in hand 3,263 1,658
Cash and cash equivalents 3,263 1,658
19. Trade and other payables
2021 2020
£000 £000
Current
Trade payables 4,07 6,290
Amounts owed to parent and fellow subsidiary companies 24,74 17,941
Other payables 8,512 5,616
37,297 29,8417

Trade payables are non-interest bearing and are normally on 30 day terms. Other payables are
non-interest bearing and are normally settled on 30 day terms. Amounts owed to parent and
fellow subsidiary companies are non-interest bearing and paid on the 15" of the month
following the invoice.
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20. Provisions

Onerous Total
Contracts

£000 £000

Opening Balance - -
Provided for during the year:

Amounts provided for within 1 year (note 7) 5,551 5,551

Amounts provided for over one year(note 7) 17,592 17,592

Closing Balance 23,143 23,143

The Company makes provision for the present obligation arising under customer contracts and
order related risks when the estimated total unavoidable costs exceed the revenues. The
Company identifies the potential losses on customer contracts by means of ongoing control of
the project's progress and updating of estimates. An extrapolation from business planning is
also made to assess the extent to which there may be an onerous customer contract and is
made according to the principles described above as well as linked with the assumptions and
estimates likewise presented above. As at 31 December 2021, a provision for loss making
contracts has been recognised of £23,143,000 (2020: £Nil). These provisions are expected to be
fully settled by the end of the contracts to which they relate, expiring between 2025 and 2027.

21. Leases

The Company has leases for land, leasehold rights and buildings, machinery, motor vehicles as
well as factory and office equipment. Calculation of the lease liabilities as at the reporting date
for land, leasehold rights and buildings was based on residual terms of between one and
twenty years, whereas liabilities for rental of machinery, motor vehicles as well as factory and
office equipment was based on residual terms of between one and eight years. There are no
lease extension options or termination options attached to the lease contracts committed at
the start of the contracts.

Expenses for leases that had terms of less than 12 months were recognised during the year
under report. These leases involved mostly motor vehicles. Expenses were furthermore
recognised for leases where the new value of the asset is less than €5,000. The latter
concerns mostly office and business equipment.
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21. Leases (continued)

The progression broken down by asset class of the rights of use during the year under report
as well as their amount on the reporting date is presented hereinafter:

ease i Plant & Total
buildi Equipme

£000 £000 £000

Net carrying amount on 01 January 2021 2,025 1,129 3,154

Additions 95 400 495

Disposals (50) (94)  (144)

At 31 December 2021 2,070 1,435 3,505

Accumulated amortisation on 01 January 2021 370 573 943

Increase in amortisation ‘ 17 291 462
Increase in impairment

Disposals ' (50) (94) (144)

At 31 December 2021 ' N 770 1261

Net Book Value at 31 December 2021 1,579 665 2,244

The following amounts are recognised in the income statement:

2021 2020
£000 £000
Amortisation of rights of use 461 492
Expenses for low-value leased items 35 36
Expenses for short-term leases 35 35
Total amount of leasing expenses classified to the income statement 531 563

Of the items presented in the income statement in connection with leasing, a sum of £508,000
(2020: £530,000) was cash effective.
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21. Leases -(cohtinued)

The lease liabilities recognised under financial liabilities developed as follows during the
reporting period:

2021

£000

Carrying amount 01 January 2,21

Additions 495

Interest accrued 62

Repayment of principal amount 446

Repayment of finance cost 62

Carrying amount on 31 December 2,260

Short term 424

Long term A 1,836
The maturity analysis of these lease obligations is as follows:

2021 2020

£000 £000

Not later than one year 424 395

After one year but not more than five years 946 867

More than five years 890 949

2,260 2,21
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22. Authorised and issued share capital

2021 2020
£ £
Authorised
Ordinary shares of £1 each 30,000,000 30.000,000
Allotted, called up and fully paid
Ordinary shares of £1 each 30,000,000 30,000,000

23. Statement of changes in equity

Other comprehensive income .

Cash flow hedges and Pension gains and losses have been shown as “Other comprehensive
income” on the face of the balance sheet. The Pension gains and losses form part of the
distributable reserves.

Share Capital

The balance classified as share capital includes the total net proceeds on issue of the
Company’s equity share capital, comprising £1 ordinary shares.

Cash flow hedges

This represents the gain or loss on a hedging instrument in a cash flow hedge which is
determined to be an effective hedge.

24, Capital commitments
At 31 December 2021, amounts contracted for but not provided in the financial statements for
the acquisition of property, plant and equipment amounted to nil (2020: £Nil).
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25. Pensions and other post-retirement benefits

The Company operates a final salary defined benefit pension plan in the United Kingdom. The
scheme is funded by the payment of contributions to a separately administered trust fund. The
pension scheme was established in 2000 and replaced the hitherto applicable pension plan. It
was closed to new members from 1 September 2008.

The fund has the legal form of a foundation and it is governed by the Board of Trustees who
are appointed from representatives of the employer and employees. The trustees are
supported by qualified actuaries and asset management experts. The trustees of the pension
fund are required by law to act in the interest of the fund and of all the relevant stakeholders
in the plan. The trustees of the pension fund are responsible for the investment policy with
regard to the assets of the fund. The trustees agree with the Company the sums to be paid as
contributions and agree the amount payable as additional contributions in the event of
underfunding. The deficit at the end of the financial year amounted to £36,939,000 and
corresponds to 18% of the defined benefit obligation. The payments to reduce the current
shortfall were agreed on 20th June 2019 between the trustees and the Company to eliminate
the deficit in 10 years. '

The pension payable on retirement depends on final salary, number of years’ service and any
additional contributions. The pensions in payment are increased in line with inflation.

The key risks to the scheme are around the discount rate, inflation and mortality rates and the
performance of the investments which are also risks to the value of the pension scheme in the
Company’s financial statements.

The trustees provide the investment strategy with the objectives to reduce the short term
investment risk but achieve a good long term return on investments. This assumption is that at
any time, pensions in payment are backed by a portfolio of bonds (consisting of a mixture of
gilts and corporate bonds) and that all other benefits are backed by a portfolio of return-
seeking assets, including equities. The assets are managed so that there is always cash
available to make payments as they fall due.

A full actuarial valuation was carried out as of 31'March 2019 and updated to 31 December 2021
by qualified actuaries.
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25. Pensions and other post-retirement benefits (continued)
The assets and liabilities of the scheme at 31 December are:

2021 2020
£000 £000
Plan assets at fair value
Equities - 35,316
" Corporate bonds and index-linked
girts 2,979 3,081
LDI portfolio (including active
currency) 92,467 57,899
Infrastructure fund investment 10,198 10,779
Property fund investment 2017 18,813
Diversified growth funds 25,990 29,738
Opportunistic credit fund 17,280 -
Net current liability to the company 861 528
Fair value of Plan assets 169,892 156,154
Present value of Plan liabilities (206,831) (219,931)
Pension liability (36,939) (63,7717)

The pension plan has not invested in the Company nor in properties or other assets used by
the Company.

The amounts recognised in the Income Statement are analysed as follows:

2021 2020
£000 £000

Recognised in the Income Statement '
Current service cost 1,570 1,386
Administrative expenses 737 755
Past service cost - 30
2,307 2, 1M
Net interest cost 759 964
Recognised in arriving at operating profit 3,066 3,135
2021 2020
£000 £000

Recognised in the Statement of Comprehensive Income

Return on plan assets (excluding amounts included in net interest
expense) (11,176) n,517)

Actuarial changes arising from changes in demographic
assumptions -

Actuarial changes arising from changes in financial assumptions (12,762) 31,347

Actuarial changes arising from experience adjustments 912 (1,883)
Remeasurement (gains)/losses on defined benefit plans (23,026) 17,947
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25. Pensions and other post-retirement benefits (continued)

Pension contributions are determined with the advice of independent qualified actuaries, Lane
Clark and Peacock, on the basis of triennial valuations using the projected unit credit method.
Scheme assets are stated at their market bid values at the respective balance sheet dates.

2021 2020
% %
Main assumptions:
Rate of salary increases 3.35 2.85
Rate of increase in pensions in 3.24 2.81
payment
Discount rate 1.94 1.25
Rate of inflation 2.70 1.85

The post retirement mortality assumptions allow for future improvements in mortality. The
mortality table used implies that a 65 year old man currently has an expected future lifetime of
21.0 years (2020: 21.0 years).

The total contributions to the defined benefit plan in 2022 are expected to be £6,100,000.

Changes in the present value of the defined benefit pension obligations are analysed as

follows:
£000
As at 1 January 2020 190,651
Current service cost 1,386
Contributions by plan participants 20
Interest cost 3,927
Benefits paid (5,547)
Actuarial loss 29,494
Past service cost ' - -
As at 31 December 2020 219,931
Current service cost 1,570
Contributions by plan participants 23
Interest cost 2,15
Benefits paid (5,558)
Actuarial gain (11,850)
Past service cost -
As at 31 December 2021 206,831
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25. Pensions and other post-retirement benefits (continued)

Changes in the fair value of plan assets are analysed as follows:

£000
As at 1 January 2020 141,845
Interest income 2,963
Actuarial loss - 11,517
Company contributions 6,1M
Contributions by participants 20
Benefits paid (5,547)
Administration expenses (755)
As at 31 December 2020 156,154
Interest income 1,956
Actuarial gain 1m176
Company.contributions 6,878
Contributions by participants 23
Benefits paid (5,558)
Administration expenses (737)
As at 31 December 2021 169,892
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25. Pensions and other post-retirement benefits (continued)
A quantitative sensitivity analysis for significant assumptions as at 31 December 2021 is as
shown below:

Salary increase / sélary

Assumptions Discount rate inflation
Sensitivity Level 1% increase 1% decrease 0.5% increase0.5% decrease
£'000 £000 £000 £000
Impact on defined benefit obligation (31,000) 40,000 2,000 (2,000)
Assumptions Pension inicnrfelaatsign/ pension Mortality
Sensitivity Level 0.5% increase0.5% decrease inc!‘gae:g dec]rgae:g
£000 £'000 £000 £000
Impact on defined benefit obligation 14,000 (13,000) 8,000 (8,000)
Assumptions ‘ Deferred revaluation RPI &aESLr(:;‘gor:sE)ated
Sensitivity Level 0.5% increase0.5% decrease 0.5% increase0.5% decrease
£000 £000 £000 £000
Impact on defined benefit obligation 2,000 (3,000) 12,000 (12,000)

The sensitivity analyses above have been determined based on a method that extrapolates the
impact on defined benefit obligation as a result of reasonable changes in key assumptions
occurring at the end of the reporting period. '

History of experience gains and losses:

2021 2020 2019 2018
£000 £000 £000 £000
Fair value of plan assets 169,892 156,154 141,845 129,375
Present value of defined benefit
obligation (206,831 (219,931) (190,651)  (175,079)
Deficit in plan (36,939) (63,777) (48,806) (45,704)
Experience adjustments arising on
plan liabilities 912 (1,883) (467) (889)
Experience adjustments arising on
plan assets 1,176 11,517 10,282 (3,987)
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26. Related party transactions

During the year the Company entered into transactions with other related parties. Transactions
entered into and balances outstanding at 31 December with other related parties are as

follows:
Salesto Purchase Amounts Amounts
related sfrom  owed by owed to
party related related related
party party party
£000 £000 £000 £000
LEONI AG
2021 109 1,008 52,194 -
2020 132 1,810 59,958 -
LEONI Wiring Systems Egypt S.A.E., Egypt
2021 131 77,885 - 7,896
2020 : 88 72,124 - 2,912
LEONI Wiring Systems Arad s.r.L,, Romania :
2021 - 17,718 - 3,001
2020 - 15,470 - 1,093
Leonische Portugal Lda., Portugal
2021 6 27,178 - 1,755
2020 21 19,384 - 2,189
LEONI Bordnetz-Systeme GmbH, Germany
2021 - 4,420 - 229
2020 209 5,320 - 1,776
LEONI Ukraine
2021 A - 1,767 - 1,7N
2020 : - 10,903 - 1,01
LEONI Wiring Systems, Serbia
2021 - 43,081 - 8,851
2020 103 37,026 - 8,153
LEONI Wiring Systems, Tunisia
2021 - 13,429 10 115
2020 - 7,4M - 188
Other group companies
2021 296 2,049 1,313 1,074
2020 915 2,633 937 618

In addition the Company meets the professional fees and other costs of administering the
Company pension scheme in 2021 of £501,000 (2020: £532,000). The company also pays the
PPF levy on behalf of the pension scheme, cost in 2021 of £235,000 (2020 £173,000).
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26. Related party transactions (continued)

Terms and conditions of transactions with related parties

Sales and purchases between related parties are made at market prices. Outstanding
balances are unsecured, interest free and cash settlement is expected in line with normal
trading terms. LEONI AG operates a cash netting system whereby cleared surplus cash is
transferred to a group account and placed on interest bearing short term deposit.

The Company has not provided or benefited from any guarantees for any related party
receivables or payables. During the year ended 31 December 2021, the Company has not made
any provision for doubtful debts relating to amounts owed by related parties (2020: nil).

Compensation of key management personnel (including directors)

2021 2020
£000 £000
Short term employee benefits 823 553

Post employment benefits : - -

27. Financial risk management objectives and policies

The Company enters into derivative transactions, primarily forward currency contracts. The
purpose is to manage the currency risks arising from the Company’'s operations and its
sources of finance. It is and has been throughout 2021 and 2020 the Company’s policy that no
trading in derivatives shall be undertaken.

The main risks arising from the Company’s financial instruments are foreign currency risk and
credit risk. The Head of Group Corporate Finance reviews and agrees policies for managing
these risks which are summarised in the Strategic Report.

Financial instruments by category : Assets at Einancial Total

equity cost
£000 £000 £000

2021
Trade and other receivables (excl. prepayments) - 7,096 71,096
Other non-current trade receivables - 5,650 -
Other current financial assets - 3,998 -
Derivative financial instruments - 230 - 230

forward foreign exchange contracts :
Cash and cash equivalents 3,263 - 3,263
2020
Trade and other receivables (excl. prepayments) - 90,486 90,486
Derivative financial instruments - (27) - (271)

forward foreign exchange contracts
Cash and cash equivalents 1,658 - 1,658
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217. Financial risk management objectives and policies (Continued)

The fair values of the financial instruments disclosed above are all allocated to valuation
hierarchy level 2.

Foreign currency risk

The following table demonstrates the sensitivity to a reasonable possible change in the euro
exchange rates with all other variables held constant, of the Company’s profit before tax (due
to changes in the fair values of monetary assets, liabilities and forward currency contracts)
and the Company's equity (due to changes in the fair value of forward currency hedges). The
company’s management of exchange rate risk indicates that there is no significant impact of a
reasonable rate change.

Year Ended 31 December 2021

Foreign currency risk continues to be minimised by active management of the Company's
currency portfolio.

At 31 December 2021, the Company held 12 forward currency contracts designated as hedges of
expected future sales to customers in the United Kingdom. The forward currency contracts are
being used to hedge the foreign currency risk of the income from future sales.

The terms of the forward currency contracts have been negotiated to match the terms of the -
commitments. These forecast transactions are highly probable. The cash flow hedges of the
expected future sales in each month from January 2021 to December 2021 were assessed to be
highly effective. As at 31 December 2021, net unrealised losses of £230,000 with a related
deferred tax effect of £43,000 were both recorded in equity.

Year Ended 31 December 2020

At 31 December 2020, the cash flow hedges of the expected future sales in each month from
January 2020 to December 2020 were assessed to be highly effective. As at 31 December 2020,
net unrealised gains of £271,000 with a related deferred tax effect of £52,000 were both
recorded in equity.

Capital management

The primary objective of the Company’s capital management is to ensure that it maintains a
strong credit rating and healthy capital ratios in order to support its business. The capital of
the Company is monitored and provided by the Group which would provide additional debt or
equity finance to the Company as necessary. The Company is currently funded by equity only
with no long term financing loans or debentures. As the Company has no external borrowings,
it is not exposed to external interest rate risk.
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28. Parent undertaking

The immediate parent undertaking of the Company is LEONI Bordnetze Holding GmbH, which is
registered in Germany.

The ultimate parent undertaking of the group of undertakings for which the only group
accounts are drawn up and of which the Company is a member is LEONI AG.

LEONI AG is incorporated in Germany.

Copies of the Group accounts for LEONI AG are available from its registered address:

LEONI AG
Marienstrasse 7
90402 Nurnberg
Germany

Or from www.leoni.com

29. Events after the balance sheet date-

In 2022, the conflict broke out in Ukraine. During 2021, approximately 5% of product purchases

were from our fellow subsidiary plant in Ukraine. At the time of signing the accounts,
. production was continuing (albeit at reduced levels) and customer requirements were being

met. Contingency plans are in place to make sure that the business interruption is kept to a

minimum in the event of an escalation in events. However, the safety of the people in Ukraine

remains our priority.

Page 65
[Confidential]



