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SPECIALIST HEAT EXCHANGERS LIMITED

STRATEGIC REPORT

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

BUSINESS REVIEW & FUTURE DEVELOPMENT

The company made a profit for the year of £2,638,000 (2020: loss of £387,000) on turnover of £4,401,000 (2020:
£6,161,000). At the balance sheet date, the company had net assets of £7,246,000 (2020: £5,478,000). During the
year the company received net insurance proceeds from the 2020 fire of £3,507,000.

The company continues to invest in the on-going development of the range of products supplied and the processes
employed by the company. The directors regard this investment as necessary for continuing success in the medium
to long term future. ' '

The company is in a stable phase and is planning for growth in the future as the poWer, oil and gas sectors recover
from the current down turn.

The statement of financial position on page 12 of the financial statements, together with the related notes, shows the
company'’s financial position at the year end.

KEY PERFORMANCE INDICATORS

The key performance indicators of the business are turnover and operating profit:

2021 2020

. £000 £000

Turnover 4,401 6,161
Operating Profit/(Loss) 2,920 (445)

PRINCIPAL RISKS & UNCERTAINTIES

The company operates in competitive global markets, where costs are constantly under review. The company
manages these risks by continuing to develop its products, and by working closely with customers to understand
fully their requirements. This enables the company to provide cost-effective and market leading solutions, which has
successfully underpinned the growth of the company into new markets.

The company’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance
sheet are net of allowances for doubtful receivables. An allowance for impairment is made where there is an
identified loss event which, based on previous experience, is evidence of a reduction in the recoverability of the cash
flows. :

Approved by the Board of Directors
and signed on behalf of the Board

L0,

J \ icker
Dirtctor
\J
12)s| 2022



SPECIALIST HEAT EXCHANGERS LIMITED

DIRECTORS’ REPORT (Continued)

The directors present their annual report together with the audited financial statements for the year ended 31
December 2021.

FUTURE DEVELOPMENTS
Details of future developments can be found in the Strategic Report on page 2.

RESEARCH AND DEVELOPMENT

The company adopts a policy of continued research and development to improve both product quality and the range
of product applications.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

!

Cash flow risk

The Company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates
and interest rates.

Credit risk
The Company’s principal financial assets are bank balances and cash, trade and other receivables, and investments.

_ The Company’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance

sheet are net of allowances for doubtful receivables. An allowance for impairment is made where there is an
identified loss event which, based on previous experience, is evidence of a reduction in the recoverability of the cash
flows.

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the company uses a mixture of long-term and short-term debt finance.

| PRINCIPAL ACTIVITIES

The company’s principal activities are the design, manufacture and sale of heat exchangers for automotive and
various industrial applications around the world. There have not been any significant changes in the company’s
principal activities in the year under review. The directors are not aware, at the date of this report, of any likely
major changes in the company’s activities in the next year. A review of business performance and plans for future
development are shown within the Strategic Report on page 2.

GOING CONCERN

The entity is financed by an invoice discounting facility from its bankers. This is part of a group facility and is
managed as such by the directors. The directors have produced forecasts for the 12 months from the signing of the
financial statements and are satisfied that the company will generate sufficient profits to continue as a going
concern. The directors have reviewed the company’s cash flow forecasts, and compared to available headroom,
adjusted for reasonable changes in the assumptions and consider that it is appropriate to prepare the financial
statements on a going concern basis.



SPECIALIST HEAT EXCHANGERS LIMITED

DIRECTORS’ REPORT (Continued)

DIRECTORS

The directors who held office throughout the year and subsequently unless otherwise stated were as follows:

J M Anselmi
S B Smith
J A Wicker

DIRECTORS’ INDEMNITIES

The Company has made qualifying third péuty indemnity provisions for the benefit of its directors which were made
during the year and remain in force at the date of this report.

DIVIDENDS
The directors paid an interim dividend in the year of £870,000 (2020: £nil).

AUDITOR
In the case of each of the persons who are directors of the company at the date when this report was approved:

e so far as each of the directors is aware, there is no relevant audit information of which the company’s
auditor is unaware; and

e each of the directors has taken all the steps that he ought to have taken as a director to make himself aware
of any relevant audit information and to establish that the company’s auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies
Act 2006.

APPROVAL OF REDUCED DISCLOSURES

The company, as a qualifying entity, has taken advantage of the disclosure exemptions in FRS 102 paragraph 1.12.
The company's shareholders have been notified in writing about the intention to take advantage of the disclosure
exemptions and no objections have been received.

Approved by the Board of Directors
and signed on behalf of the Board

(Gl

JA ker
Directo)
i2)s| 2022



SPECIALIST HEAT EXCHANGERS LIMITED

DIRECTORS’ RESPONSIBILITIES STATEMENT

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland”. Under company law the directors must
not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs
of the Company and of the profit or loss of the company for that period. . '

In preparing these financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
make judgments and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the

- company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They 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.



SPECIALIST HEAT EXCHANGERS LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SPECIALIST HEAT ..
EXCHANGERS LIMITED

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Specialist Heat Exchangers Limited (the ‘company’) for the year ended 31
December 2021 which comprise the statement of income and retained earnings, statement of financial position and the
related notes, including a summary of significant accounting policies. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Account Standards, including FRS 102 The

Financial Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted
Accounting Practice). '

In our opinion the financial statements:

e give atrue and fair view of the state of the company’s affairs as at 31/12/21 and of its result for the year then
ended;

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

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

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 staternents in the UK, including 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.

Conclusions relating to going concern

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

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the [entity]’s ability to continue as.a going
concern for a period of at least 12 months from when the financial statements are authorised for issue.

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



SPECIALIST HEAT EXCHANGERS LTD

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SPECIALIST HEAT
EXCHANGERS LIMITED (CONTINUED) .. . e s

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. 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.

In connection with our audit of the financial statements, our responsibility is to read the other-information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in 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 there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required to report
that fact.

We have nothing to report in this regard.

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

¢ the information given in the directors’ report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and
o the directors’ report has been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

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 material misstatements in the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us
to report to you if, in our opinion:

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

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

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

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

the directors’ were not entitled to prepare the financial statements in accordance with the small companies
regime and take advantage of the small companies’ exemptions in preparing the directors’ report and from
the requirement to prepare a strategic report.

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.



SPECIALIST HEAT EXCHANGERS LTD

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SPECIALIST HEAT
EXCHANGERS LIMITED (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.

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:

sthe engagement partner ensured that the engagement team collectively had the appropriate competence, capabilities
and skills to identify or recognise non-compliance with applicable laws and regulations;

*we identified the laws and regulations applicable to the company through discussions with directors and other
management, and from our commercial knowledge and experience;

*we focused on specific laws and regulations which we considered may have a direct material effect on the financial
statements or the operations of the company, including the Companies Act 2006, taxation legislation, data protection,
anti-bribery, employment, environmental and health and safety legislation;

swe assessed the extent of compliance with the laws and regulations identified above through making enquiries of
management and inspecting legal correspondence; and

eidentified laws and regulations were communicated within the audit team regularly and the team remained alert to
instances of non-compliance throughout the audit.

We assessed the susceptibility of the company’s financial statements to material misstatement, including obtaining an
understanding of how fraud might occur, by: : '

*making enquiries of management as to where they considered there was susceptibility to fraud, their knowledge of
actual, suspected and alleged fraud;

sconsidering the internal controls in place to mitigate risks of fraud and non-compliance with laws and regulations;
To address the risk of fraud through management bias and override of controls, we:

sperformed analytical procedures to identify any unusual or unexpected relationships,;

stested journal entries to identify unusual transactions;

sassessed whether judgements and assumptions made in determining the accounting estimates were indicative of
potential bias;

sinvestigated the rationale behind significant or unusual transactions;

In response to the risk of irregularities and non-compliance with laws and regulations, we designed procedures which
included, but were not limited to: 4



SPECIALIST HEAT EXCHANGERS LTD

‘agreeing financial statement disclosures to underlying supporting documentation;
senquiring of management as to actual and potential litigation and claims;

There are inherent limitations in our audit procedures described above. The more removed that laws and regulations
are from financial transactions, the less likely it is that we would become aware of non-compliance. Auditing
standards also limit the audit procedures required to identify non-compliance with laws and regulations to enquiry of
the directors and other management and the inspection of regulatory and legal correspondence, if any.

Material misstatements that arise due to fraud can be harder to detect than those that arise from error as they may
involve deliberate concealment or collusion.

A further description of our responsibilities is available on the Financial Reporting Council’s website
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

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.

RL.

Robin Lee (Senior Statutory Auditor)

For and on behalf of

Streets Audit LLP

Chartered Accountant and Statutory Auditor
Tower House

Lucy Tower Street

Lincoln

LN1 1XW

3L Moy 20212



SPECIALIST HEAT EXCHANGERS LIMITED

STATEMENT OF COMPREHENSIVE INCOME
"Year ended 31 December 2021 - ' '

Note 2021 2020

£°000 £000

TURNOVER 3 4,401 6,161
Cost of sales (3,967) (5,498)

GROSS PROFIT 434 663
Selling and distribution costs (159) (137)
Administrative expenses . ‘ 2,645 971)
OPERATING PROFIT/(LOSS) -5 2,920 (445)
Interest payable and similar expenses 6 (24) 41)
PROFIT/(LOSS) BEFORE TAXATION : 2,896 (486)
- Taxation 7 (258) 99
PROFIT/(LOSS) AFTER TAXATION | 2,638 387)

"All results derive from continuing operations.

10



SPECIALIST HEAT EXCHANGERS LIMITED

‘STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2021

. 2021 2020
Note £000 £000

Profit/(Loss) for the financial year 2,638 (387)
Prior year tax adjustment ‘ . : | : - 51
Dividend paid from prior year reserve : (870) -

Total comprehensive income/(expense) attributable to
equity shareholders of the Company ' 1,768 (336)

11



SPECIALIST HEAT EXCHANGERS LIMITED

STATEMENT OF FINANCIAL POSITION

31 December 2021

FIXED ASSETS
Tangible assets ‘
Intangible assets

CURRENT ASSETS
Stocks

Debtors

Cash at bank and in hand

CREDITORS: amounts falling due within one year
NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: amounts falling due after more than
one year

PROVISION FOR LIABILITIES
NET ASSETS

SHARE CAPITAL AND RESERVES
Called up share capital

Revaluation reserve
Profit and loss account

TOTAL SHAREHOLDERS’ FUNDS

Note

11
12

13

14

15

16
16
16

2021 2020
£°000 £2000
2,195 2,224

85 108

2,280 2,332

471 442

5,016 5,109
1,510 308
6,997 5,859

(1,656) (2,647)

5341 3,212

7,621 5,544
(46) (65)

(329) )

7,246 5,478
500 500

1,044 1,044
5,702 3,934
7,246 5,478

The financial statements of Specialist Heat Exchangers Limited (registered number 00936014) were approved by the

Board of Directors and authorised for issue on 2] s |

They were signed on its behalf by

\C(0I00,

J A Wicker

Diregtor

The accompanying notes form an integral part of these financial statements.

12



SPECIALIST HEAT EXCHANGERS LIMITED

STATEMENT OF CHANGES IN EQUITY
31 December 2021

Called-up Revaluation  Profit and

share capital reserve loss account Total
£000 £000 £000 £000

At 1 January 2020 . 500 1044 4,270 5,814
Loss for the financial year ' - - (387) 387)
Prior year tax adjustment - - 51 51
Total comprehensive income - - (336) (336)
At 31 December 2020 , 500 1,044 3,934 5,478
Profit/(Loss) for the financial year - - 2,638 2,638
Dividends paid from prior year reserves - - (870) (870)
Total comprehensive expense ) - - 1,768 1,768
At 31 December 2021 500 1,044 5 ,702 7,246

13



SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2021

1.

ACCOUNTING POLICIES

The principal accounting policies are summarised below. They have all been applied consistently throughout
the year and to the preceding year.

General information and basis of accounting

Specialist Heat Exchangers Limited is a private company limited by shares, registered in England and Wales
and incorporated in the United Kingdom under the Companies Act 2006. The address of the registered office
is given on page 1. The nature of the company’s operations and its principal activities are set out in the
directors’ report on page 3.

The financial statements have been prepared under the historical cost convention, and in accordance with
Financial Reporting Standard 102 (FRS 102) issued by the Financial Reporting Council.

The functional currency of Specialist Heat Exchangers Limited is considered to be pounds sterling because
that is the currency of the primary economic environment in which the company operates. The financial
statements are also presented in pounds sterling. Foreign operations are. included in accordance with the
policies set out below.

Specialist Heat Exchangers Limited meets the definition of a qualifying entity under FRS 102 and has
therefore taken advantage of the disclosure exemptions available to it in respect of its separate financial
statements. Specialist Heat Exchangers Limited is consolidated into the financial statements of International
Auto OEM Supplier Luxco Parent S.a.r.l., which may be obtained from the address in note 20. Exemptions
have been taken in relation to share-based payments, related party transactions, financial instruments,
presentation of a cash flow statement and remuneration of key management personnel. '

Going concern
The financial statements have been prepared using the going concern basis of accounting.
Turnover

Turnover represents amounts receivable for goods and services provided in the normal course of business, net
of trade discounts, VAT and other sales related taxes. Turnover from the supply of goods is recognised once
the goods are manufactured and required terms of the specific customer order have been fulfilled. Turnover
from the supply of services represents the value of services provided under contracts to the extent that there is
aright to consideration and is recorded at the consideration value.

Tangible fixed assets

Tangible fixed assets are stated at cost or valuation, net of depreciation and any provision for impairment.
Depreciation is provided on all tangible fixed assets, other than freehold land, at rates calculated to write off
the cost or valuation, less estimated residual value, of each asset on a straight-line basis over its expected
useful life, as follows: :

Short leasehold improvements remaining period of lease

Plant and equipment 10-33%

Residual value is calculated on prices prevailing at the date of acquisition or revaluation.
Assets in the course of construction are not depreciated.

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. :

14



SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year ended 31 December 2021

1.

ACCOUNTING POLICIES (CONTINUED)

Impairment of assets (continued)

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.

Revaluation of properties

Freehold Properties are carried at revalued amounts and shown at their current value in accordance with FRS
102 Section 17 Paragraph 15b.

No depreciation has been provided in respect of freehold properties. In this respect the company has not
complied with FRS 102 Section 17 Paragraph 16. Land and buildings are revalued every 3 years.

Stock

Stocks and work in progress are stated at the lower of cost and net realisable value. Cost is determined on a
first-in, first-out basis. Cost includes all direct costs incurred and attributable overheads. Net realisable
value is based on estimated selling price allowing for all further costs of completion and disposal.

Leases

Assets under finance leases, which confer rights and obligations similar to those attached to owned assets, are
capitalised as tangible fixed assets and are depreciated over the shorter of the lease term and their useful
lives. The capital elements of future lease obligations are recorded as liabilities, while the interest elements
are charged to the profit and loss account over the period of the leases to produce a constant rate of charge on
the balance of capital repayments outstanding.

Leasing charges in respect of operating leases are recognised in the profit and loss account over the lease
agreements as incurred.

Research and development
All expenditure on research and development on new products is written off as incurred.
Pension costs

The company sponsors a defined contribution Group Personal Pension scheme providing benefits for
employees additional to those from the State. Contribution levels for the employer are determined by the
company. The amount charged to the profit and loss account in respect of pension costs and other post-
retirement benefits is the contributions payable in the year. Differences between contributions payable in the
year and contributions actually paid are shown as either accruals or prepayments in the balance sheet.

Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantially enacted by the balance sheet
date.

Deferred tax is recognised in respect of all material timing differences that have originated but not reversed at
the balance sheet date where transactions or events that result in an obligation to pay more tax in the future or
a right to pay less tax in the future have occurred at the balance sheet date. Timing differences are
differences between the company's taxable profits and its results as stated in the financial statements that
arise from the inclusion of gains and losses in tax assessments in periods different from those in which they
are recognised in the financial statements.

- Deferred tax is recognised when fixed assets are revalued. Deferred tax on the revaluation of fixed assets is

recognised in the statement of comprehensive income.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantially
enacted by the balance sheet date. Deferred tax is measured on a non-discounted basis.

15



SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year ended 31 December 2021

1. ACCOUNTING POLICIES (CONTINUED)
Financial instruments

A financial asset or a financial liability is recognised only when the company becomes a party to the
contractual provisions of the instrument.

Basic financial instruments are initially recognised at the transaction price, unless the arrangement constitutes
a financing transaction, where it is recognised at the present value of the future payments discounted at a
market rate of interest for a similar debt instrument.

Debt instruments are subsequently measured at amortised cost.

Where investments in non-convertible preference shares and non-puttable ordinary shares or preference
shares are publicly traded or their fair value can otherwise be measured reliably, the investment is
subsequently measured at fair value with changes in fair value recognised in profit or loss. All other such
investments are subsequently measured at cost less impairment.

Other financial instruments, including derivatives, are initially recognised at fair value, unless payment for an
asset is deferred beyond normal business terms or financed at a rate of interest that is not a market rate, in
which case the asset is measured at the present value of the future payments discounted at a market rate of
interest for a similar debt instrument.

Other financial instruments are subsequently measured at fair value, with any changes recognised in profit or
loss, with the exception of hedging instruments in a designated hedging relationship.

Financial assets that are measured at cost or amortised cost are reviewed for objective evidence of
impairment at the end of each reporting date. If there is objective evidence of impairment, an unpamnent loss
is recognised in profit or loss immediately.

For all equity instruments regardless of significance, and other financial assets that are individually
significant, these are assessed individually for impairment. Other financial assets are either assessed
individually or grouped on the basis of similar credit risk characteristics.

Any reversals of impairment are recognised in profit or loss immediately, to the extent that the reversal does
not result in a carrying amount of the financial asset that exceeds what the carrying amount would have been
. had the impairment not previously been recognised.

Dividen_d distribution

Dividend distributions from Specialist Heat Exchangers Limited shareholders are recognised in the financial
statements in the year in which the dividends are approved.

Foreign currencies

Transactions expressed in foreign currencies are translated into sterling and recorded at rates of exchange
approximately to those ruling at the date of the transaction. Monetary assets are translated at rates ruling at
the balance sheet date. ’

Intangible fixed assets

Intangible fixed assets are recognised only when they are separable or arise out of contractual or other legal
rights. They are valued at cost less amortisation based on their useful economic lives. Patents have a 10 year
validity period, hence amortisation is over 10 years. Other intangibles include software and are amortised
over a 10 year period.

Provisions

Provisions are recognised when the company has a present obligation as a result of a past event which it is
probable will result on an outflow of economic benefits that can be reliably estimated.

16



SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year ended 31 December 2021

2.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting policies, which are described in note 1, the directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.

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

Critical judgements in applying the Company’s accounting policies

The following are the critical judgements that the directors have made -in the process of applying the
Company’s accounting policies and that have the most significant effect on the amounts recognised in the
financial statements. '

Revenue recognition

In making its judgement, management considered the detailed criteria for the recognition of revenue from the
sale of goods set out in FRS 102 Section 23 Revenue and, in particular, whether the Company had transferred
to the buyer the significant risks and rewards of ownership of the goods.

The directors do not consider there to be any key sources of estimation uncertainty.

TURNOVER
An analysis of the Company’s turnover by class of business is set out below:
2021 2020
£000 £000
Sale of goods ' 4,117 5,941
Other Income 284 220
4,401 6,161
An analysis of the Company’s turnover by geographical market is set out below:
2021 2020
£000 £000
UK . ' 1,848 2,462
Overseas 2,553 3,699
4,401 6,161
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SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued) 7
Year ended 31 December 2021

4. INFORMATION REGARDING DIRECTORS AND EMPLOYEES

2021 2020
» £000 £000
Directors’ remuneration ’
Emoluments . - 198
Pension contributions - 9
- 207
No director was a member of a defined contribution pension scheme (2020: one).

2021 2020
Staff costs (including directors) comprised: £000 £000
Wages and salaries 2,025 2,411
Social security costs 205 250
Other pension costs 148 145
2,378 2,806

The average weekly number of persons (including directors) employed during the year was made up as

follows:
2021 2020
Number Number
Engineering and production 46 57
Office and management 22 22
Sales and administration 3 3
71 82
5. OPERATING (LOSS)/PROFIT .

Operating (loss)/profit is stated after 2021 2020
charging/(crediting): £000 £000

Depreciation of tangible fixed assets
- Owned assets ‘ 107 432
- Assets under finance leases 11 11
- Amortisation of intangibles asset 23 22
Fees payable to the company’s auditor for the audit of the financial statements 15 11
Foreign exchange (gains)/losses 6 8
Research and development 206 208
_Cost of stock recognised as an expense ' 1,297 1,919
Exceptional item - Net insurance proceeds . (3,507) -
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SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year ended 31 December 2021

6.

a)>

b)

INTEREST PAYABLE AND SIMILAR EXPENSES

2021 2020
£°000 £000
Bank loans and overdrafts 18 31
Other ' _ 6 10
24 - 41
TAXATION
Analysis of tax (credit)/charge:
2021 2020
. £000 £°000
Current tax
UK corporation tax (70) 141
Total current tax charge (70) 141
Deferred taxation
Origination and reversal of timing differences 328 (240)
Total deferred tax (note 15) 328 (240)
Total tax (credit)/charge on profit ' 258 (%99)

Deferred tax of £nil has been charged to other comprehensive income (2020: £nil) with respect to deferred
tax on items not classified in the profit and loss account (note 15).

The standard rate of tax applied to reported profit is 19% (2020: 19%). In recent years the UK Government
has steadily reduced the rate of UK corporation tax, with a rate of 20% applying from 1 April 2015 and 19%
from 1 April 2017. All these rates have been substantively enacted at the year end and taken into account
when calculating the tax position of the company, and the deferred tax assets and liabilities included within
these financial statements have been calculated using these rates based on when the timing differences are
expected to materially reverse.

Factors affecting the corporation tax (credit)/charge for the year

The differences between the total current tax shown above and the amount calculated by applying the
standard rate of UK corporation tax to the profit before tax are as follows:

2021 2020

£000 £000
(Loss)/Profit on ordinary activities before tax 2,909 (486)
Tax at 19% (2020: 19%) thereon 553 92)

Expenses not deductible for tax pﬁrposes ‘ 21 38

Transfer pricing adjustment . 20 19
Group relief - (59)
Adjustment in respect of prior year - 2

Change in unrecognised deferred tax assets ‘ 328 -

Impact of asset sale ‘ : (599 -

(70) -

Tax rate changes | ) - 23
R&D Relief 5 (26)
Total tax (credit)/charge for the year ) 258 99)
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SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (contmued)
Year ended 31 December 2021

8. DIVIDENDS

A dividend of £870,000 was paid in the year, and a dividend of £360,000 for the year ended 31 December
2021 has been declared by the directors (2020: £nil).

9. TANGIBLE FIXED ASSETS

Freehold Assets in the

land and Plant and course of

buildings equipment construction Total

£000 £°000 £000 £°000

Cost or valuation < .
At 1 January 2021 1,730 3,064 10 4,804
Additions - 4 85 89
Disposal - O] - Q)
At 31 December 2021 1,730 3,061 95 4,886
Accumulated depreciation
At 1 January 2021 - 2,580 - 2,580
Charge for the year - 118 - 118
Disposals - @) - @)
At 31 December 2021 - 2,691 - 2,691
Net book value
At 31 December 2021 1,730 370 95 2,195
At 31 December 2020 1,730 484 10 2,224

Fixed assets contain ‘assets under finance leases with net book value of £86,899 (2020: £123,803).

The properties were valued on 3 February 2021 at open market value of £1,750,000, on an existing use basis
by JH Walter Chartered Surveyors. No adjustment has been made for this new valuation in the accounts.

On an historical cost basis, freehold land and buildings would have been included at:

. 2021 2020
£2000 £°000
Cost and net book value . 438 901

The historical cost of Freehold land and buildings at 31 December 2021 was £438,000 for Freeman Road.
(2020: £438,000 Freeman Road and £463,000 Minster House).
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SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

Year ended 31 December 2021
10. INTANGIBLE FIXED ASSETS

Cost or valuation
At 1 January 2021
Additions

At 31 December 2021

Accumulated depreciation
At 1 January 2021

Charge for the year

At 31 December 2021

Net book value
At 31 December 2021

At 31 December 2020

11. STOCKS

Materials and components
Work in progress and finished goods

There is no material difference between the balance sheet value of stocks and their replacement cost.

12. DEBTORS

Trade debtors ,
Amounts owed by other group undertakings
Prepayments and accrued income

Current tax asset

IP Software Total
~ £2000 £000 £2000
60 173 233
60 173 233
54 71 125
6 17 23
60 88 148
- 85 85
6 102 108
2021 2020

£000 £000

209 186

262 256

471 442

2021 2020

£000 £000

515 1,175

4,361 3,709

70 225

70 -

5,016 5,109

Amounts owed to group undertakings are repayable on demand and ho interest is charged.

21



SPECIALIST HEAT EXCHANGERS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
Year ended 31 December 2021

13. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR ‘
2021 -2020

£000 £°000
Bank overdraft and invoice discounting creditor - 708
Obligations under finance leases ' 23 29
Trade creditors . 552 377
Corporation tax liability - 141
Other taxation and social security 74 114
Accruals and deferred income 196 80
Amounts owed to other group undertakings - 811 1,198

1,656 2,647

The invoice discounting creditor is secured on book debtors. The balance on the invoice discounting facility
at the year end was an asset of £56,758 (2020: £708,153).

Finance leases are secured on the assets they relate to.

14. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
2021 2020

£°000 £000
Obligations under finance leases ’
Between one and two years 23 34
Between two and five years : _ 23 31
46 65
Finance leases are seéured on the assets they relate to.
15.  PROVISIONS FOR LIABILITIES

Deferred taxation: ' 2021 2020

£000 £°000
At 1 January ‘ 1 241
(Credit) to profit and loss account (note 7) 328 (240)
At 31 December . 329 -1
Total provisions : 329 1
Deferred taxation comprises:
Capital allowances in excess of depreciation : 156 (123)
Capital gain on revaluation . : 173 124

329 ]
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SPECIALIST HEAT EXCHANGERS LIMITED

"NOTES TO THE FINANCIAL STATEMENTS (contmued)
Year ended 31 December 2021

16.

17.

18.

19.

20.

CALLED UP SHARE CAPITAL AND RESERVES

2021 2020
£000 £°000

Called up, allotted and fully paid R
500,000 ordinary shares of £1 each 500 500°

The company has one class of ordinary shares which carry no right to fixed income.
The company’s other reserves are as follows:

The profit and loss reserve represents cumulative profits or losses, net of dividends paid and other
adjustments.

The revaluation reserve represents the cumulative effect of revaluations of freehold land and buildings which
are revalued to fair value in accordance with the policy outlined in note 1.

OPERATING LEASE COMMITMENTS

At 31 December 2021, the company has full commitments under non-cancellable other operating leases as set
out below:

2021 2020

£000 £°000

- within one year S 10
- one and two years 1 5
- two and five years . - 1
6 16

RELATED PARTY TRANSACTIONS
The company has taken advantage of the exemption in FRS 102 Section 33 Paragraph la) not to disclose

* transactions w1th wholly owned group companies.

CONTINGENT LIABILITIES

The company is party to corporate cross-company guarantee in respect of the external borrowings of
Dynamic Technologies UK Ltd, and Tube Fins Limited, and a debenture incorporating fixed charge on debt
book and floating charges over stock of the company.

ULTIMATE PARENT COMPANY

The company’s immediate parent company is Dynamic Technologies UK Ltd. The ultimate parent company
for the year ended 31 December 2021 was, Ardian North America Fund I GP LLC (Delaware).
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