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GEA MECHANICAL EQUIPMENT UK LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

o - e . o

" The directors preseni the strategic report and financial statements for the year ended 31 December

2018.
Review of Business

We aim to present a balanced and comprehensive review of the development of our business during
the year and it's position at the year end. Our review is consistent with the size and non-complex nature
of our business and is written in the context of the risks and uncertainties we face.

As a subsidiary of GEA Group Holdings (UK) Limited and the main supplier of equipment manufactured
by GEA Mechanical Equipment GmbH in the UK, we conlinue fo deal in new and used centrifugal
separation equipment, provide servicing, repairs and spare parts.

The companys centrifugal separation equipment business grew during the year with substantial orders
being received in the renewable marine and environmental sectors. Al other sectors performed in line
with expectations.

2018 2017

, £ £

Turnover for the year 18,056,049 16,381,032
Gross profit margin (%) ' 29 29
Operating profit per employee 7.171 25,645
Total comprehensive income (loss) for the year before tax 585,265 226,150
Shareholders' funds at the year end 5,759,889 5,174,624
Cash at bank and in hand at the year end 1,982 11,440

Principal Risks and Unceriainties

Risk management continues to be a significant part of managements time. The principal risks are as
set out below.

Business Risk

The UK market for centrifugal separation equipment is mature and highly competitive. We face
competition for the supply of new machines and after sale business. We are also subject to changes in
spending as a result of interest rate changes, fluctuation in exchange rates and the current economic
climate.

Credit Risk

The Companys principal financial assets are bank balances and cash, frade and other receivables;
The Companys 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 ot the cash flows.

The Company has no significant concentration of credit risk, with exposure spread over a large humber
of customers. -




GEA MECHANICAL EQUIPMENT UK LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Exchange Rate Risk

¢

Sales of new equipment represent about 42% of the total business and this equipment is purchased in
Euros from group companies and sold in Euros. Accordingly, there is no foreign exchange rate risk on
this part of the business.

Sales arising from the original manufacture service, comprising spares, servicing and repairs, represent
about 58% of the total business. Sales for this part of the business are in Sterling and costs for this part of
the business are in Sterling with the exception of purchases from group companies made in Euros. The
company manages the exchange rate risk by having a relatively short purchase lead time and by
regularly updating its Sterling sales prices to reflect movements in the Sterling/Euro exchange rate.

Future Developments

The strategic aims of the company are to increase its installed base of centrifugal e‘quipmeni, whilst
expanding the after sales offering to our new and existing customers. In addifion, our goal is to improve
profitability by prudent cost management and a competitive pricing policy.

Brexit will affect the company but until the Brexit negotiations have been concluded, the impact on
the company is uncertain although it is not considered to be significant.

Research & Development

As part of a major German based engineering group, our research & development policy is devised by
our parent company with the objective of providing innovative products for an extensive range of
applications and solutions to meet the demands of our global customers, including the United
Kingdom.

Going Concern

The company has long term contracts with a number of customers and suppliers ftogether with support
from GEA Mechanical Equipment GmbH, who are leading the introduction of new product
development into the marketplace. The companys financial position, also supported by the GEA
Group, is considered to be appropriate for the trading plans of the business. As a consequence, the

_directors believe that the company is well placed to manage its business risks successfully despne the

current uncertain economic ouﬂook




GEA MECHANICAL EQUIPMENT UK LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

. The directors present their annual report chd finonciol statements for the year ended 31 December
2018. ' ‘

Resvlts and dividends
The results for the year are set out on page 7;

No ordinary or preferenced dividends were paid. The directors do not recommend payment of a final
dividend. (2017 - £-)

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

Mr | Aprcovic (Resigned 15 May 2019)
Mr T J Donbavand '

Mrs T A ONeill .

Mr 8 G Dumble [Appointed 15 May 2019)

Future developments

An indication of likely fulure developments in the business and particulars of significant events which
have occurred since the end of the financial year have been included in the strategic report on page
1 and 2.

Audilor

The auditor, KPMG LLP, is deemed to be reappointed under section 487(2) of the Companies Act 2006.
Statement of disclosure to auditor )

So far as each person who was a director at the date of approving this report is aware, there is no
relevant audit information of which the company's auditor is unaware. Additionally, the directors
individudlly have taken all the necessary steps that they ought to have taken as directors in order to

make themselves aware of all relevant audit information and to establish that the company's auditor is
aware of that information.




GEA MECHANICAL EQUlPMENTUK LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

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). Under company law the directors must not approve the financial statements unless
they are safisfied 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 judgements 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

» 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 lime 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 reasonabile steps for the prevention and detection of fraud and other irregularities.




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GEA
MECHANICAL EQUIPMENT UK LIMITED

Opinion .

We have audited the financial statements of GEA Mechanical Equipment UK Limited (“the company”) for the

year ended 31 December 2018 which comprise the profit and loss account and other comprehensive incone,
balance sheet, statementofchanges in equity and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e giveatrue and fair view of the state ofthe company’s affairs as at 31 December2018 and ofiits profit for the
year then ended;

¢ have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework; and

¢ 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. Ourresponsibilities are described below. W ehave fulfilled our ethical res ponsibilities under, and
are independent ofthe company in accordance with, UK ethicalrequirements including the FRC Ethical Standard.
We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Brexit other matter paragraph

Uncertainties related to the effects of Brexit are relevant to understanding our audit of the financial statements.
All audits assess and challenge the reasonableness of estimates made by the directors and the appropriateness of
the going concern basis of preparation ofthe financial statements. A llofthese depend on assessments of the future
economic environment and the company’s future prospects and performance.

Brexit is one of'the most significant economic events for the UK, and at the date of this report its effects are
subject to unprecedented levels of uncertainty of outcomes, with the full range of possible effects unknown. We
applied a standardised firm-wide approach in response to that uncertainty when assessing the company’s future
prospects and performance. However, no audit should be expected to predict the unknowable factors orall possblke '
future implications for a company and this is particularly the case in relation to Brexit.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate
the company orto cease its operations, and as they have concluded that the. company’s financial pos ition means
that this is realistic. They have also concluded that there are no material uncertainties that could have cast
significant doubt over its ability to continueas a going concern forat least ayear fromthe date of approval of the
financial statements (“the going concem period™).

We are required to reportto you if we have concluded that the use of the going concern basis of accounting i
inappropriate orthere is an undisclosed material uncertainty that may cast significant doubt over the use ofthat
basis foraperiod of at least a year fromthe date ofapproval ofthe financial statements. In ourevaluation of the
directors’ conclusions, we considered the inherent risks to the company’s business model, including the impact
of Brexit, and analysed how those risks might affect the company’s financial resources or ability to contnue
operations over the going concern period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes
that are inconsistent with judgements that were reas onable at the time they were made, the absence ofreference
to a material uncertainty in this auditor's report is nota guarantee that the company will continue in operation.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not coverthose reports and we do not express an audit opinionthereon. Ourresponsibility & to
read the strategic report and the directors’ report and, in doing so, consider whether, based on our financial me



statements audit work, the information therein is materially misstated or inconsistent with the financial statements
or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the strategic report and the directors’ report;

. in our opinion the information given in thosereports for the financial year is consistent with the financial
statements; and

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you 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

¢ the financial statements are not in agreement with the accounting records and retums; or
e - 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 these respects.

Directors’ responsibilities

As explained more fully in their statement setout on page 4, the directors are res ponsible for: the preparation of
the financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financial statements thatare free from material misstatement,
whether due to fraud or error; assessing the company’s ability to continue as a going concern, disclosing, as

applicable, matters related to going concem; and usingthe going concern basis ofaccounting unless they either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not 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 aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

. A fuller description of our responsibilities is providled on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities .

The purpose of our audit work and to whom we owe our responsibilities . 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 sothat we might stateto the company’s members those matters we are required to state
to themin an auditor’s report and forno other purpose. To the fullest extent permitted by law, we do not accept
or assume res ponsibility to anyone otherthan the company and the company ’s members, as a body, for our audit
work, for this report, or for the opinions we have formed.

Chrissy Douka (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered A ccountants

15 Canada Square

London

El4 5GL

Date: 31/10/2019



GEA MECHANICAL EQUIPMENT UK LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2018

Turnover
Cost of sales

Gross profit
Administrative expenses
Operating (loss)/profit

Interest receivable and similarincome
Interest payable and similar expenses

{Loss)/profit before taxation
Tax on (loss)/profit

(Loss)/profit for the financial year

Notes

2018
£

18,056,049
112,756,235),

5,299.814

(5.644,023)

(344,209)

16,124

(112,005)

(440,090)

78,355

(361,735)

2017
£

16,381,032
(11.695,787)

4,685,245
(3,428,649)
1,256,596

21,325
(109,632)

1,168,289
(227,139)

241,150

The profit and loss account has been prepared on the basis that all operations are continuing

operations.

The notes of pages 12 to 30 form an Integral part of the financial statements.

-7-



GEA MECHANICAL EQUIPMENT UK LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

(Loss)/profit for the year

Other comprehensive income:

Items that will not be reclassified to profit or loss

Actuarial gain/(loss) on defined benefit pension schemes
Tax relating to items not reclassified

Total items that will not be reclassified to profit or loss

»

Total comprehensive income for the year

The notes of pages 12 to 30 form an integral part of the financial statements.

2018
£

(361,735)

1,169,000

(222,000)

947,000

585,265

C e e e

2017
£

941,150

{882,000)
167,000

(715,000}

226,150




GEA MECHANICAL EQUIPMENT UK LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2018

Fixed assets
Intangible assets
Tangible fixed assets
Investments

Cumrent assets

Stocks

Defemred tax asset

Trade and other receivables
Cash at bank and in hand

Creditors: amounts talling due within
one year

Creditors

Taxation and social security

Net current assets
Total assets less current liabilities

Provisions for liabilities
Retirement benefit obligations
Deferred tax liabilities

Net assets

Notes

10
1
12

13
16
14

15

17
16

2018 2017
£ 3

580

886,134 886,368

] 1

886,135 886,949
1,505,269 1,354,202
643,186 903,563
16,106,677 16,128,028
1,982 11,440
18,257,114 18,397,233
9,390,023 8,328,859
623,337 914,931
10,013,360 9,243,790
8,243,754 9,153,443
9,129,889 10,040,392
3,370,000 - 4,749,000
116,768

3,370,000 4,865,768

5,759,889 55174.624;




GEA MECHANICAL EQUIPMENT UK LIMITED

BALANCE SHEET (CONTINUED)
AS AT 31 DECEMBER 2018

2018 2017
Notes £ £
Capltal and reserves
Called up share capital 18 1,300,000
Share premium account 19 140,000
Profit and loss reserves . 4,319,889

Total equity ) 5,759,889

The financial statemenis were approved by the board of directors and authorised for issue
Aeli)s t@( and are signed on its behalf by:

Mr T J Donbavand

Director

Company Registration No. 00611624

The notes of pages 12 to 30 form an integral part of the financial statements.

-10 -



GEA MECHANICAL EQUIPMENT UK LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Share Share Retained Total
capital premium  earnings
account
. £ £ £ £
Balance at 1 January 2017 1,300,000 140,000 3,508,474 4,948,474

Year ended 31 December 2017:
Profit for the year : o= 941,150 941,150
Other comprehensive income:

Actuarial gains on defined benefit plans =

-(882,000)  (882,000)

Tax relating to other comprehensive income = - 167,000 167,000
Total comprehensive income for the year 2 = 226,150 226,150
Balances at 31 December 2017 ' . 1,300,000 140,000 3,734,624 5,174,624

Year ended 31 December 2018:

Loss for the year . =
Other comprehensive income: '
Actuarial gains on defined benefit plans &
Tax relating to other comprehensive income =

(361,735)  (361,735)

1,169,000 1,169,000
(222,000)  (222,000)

585,265 585.265

Total comprehensive income for the year =

Balances at 31 December 2018 1,300,000 140,000 4,319,889 5,759,889

The notes of pages 12 to 30 form an integral part of the financial statements.
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GEA MECHANICAL EQUIPMENT UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.1

Accounting policies

Company Information -

GEA Mechanical Equipment UK Limited is a private company limited by shares incorporated in
England and Wadles. The registered office is Westtalia House, Old Wolverton Road, Wolverton,
Milton Keynes, MK12 5PY.

Accounting convention

The financial statements have been prepared in accordance with Financial Reporting Standard
101 Reduced Disclosure Framework {FRS 101} and in accordance with applicable occounhng
standards.

The financial statements are prepared in sterling, which is the functional cumrency of the
company. Monetary amounts in these financial statements are rounded to the nearest £.

" The financial statements have been prepared on the historical cost basis. The principal

accounting policies adopted are set out below.

The company has taken advantage of the following disclosure exemptions under FRS 101:

* the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based Payment;

« the requirements of paragraphs 62, B64(d), Bé4(e), B64(g), Bé64(h), B44(j) to Bé4(m), B&4(n)(ii),
B44 (o)(ii}. Bé4(p). Bé4{q)(i), Bé6 and B&7of IFRS 3 Business Combinations. Eguivalent
disclosures are included in the consolidated financial statements of GEA Group AG in which
the entity is consolidated;

« the requirements of paragraph 33 (c} of IFRS 5 Non current Assets Held for Sale and
Discontinued Operations;

« the requirements of IFRS 7 Financial Instruments: Dlsclosures

« the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement,

« the requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements' to present
comparative information in respect of: (i) paragraph 79(ay) [iv) of IAS 1, {ii) paragraph 73(e) of
IAS 16 Property Plant and Equipment (i) paragraph 118 (e} of IAS 38 Intangibles Assets, {iv)
paragraphs 76 and 79(d) of IAS 40 Investment Property and (v) paragraph 50 of IAS. 41}
Agriculture;

*» the requirements of pcragraphs 10(d), 10(f), 16, 38A to 38D, 39 to 40,111 and 134- 136 of IAS 1
Presentation of Financial Statements; :

» the requirements of IAS 7 Statement of Cash Flows;

» the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors;

+ the requirements of paragraph 17 of IAS 24 Related Party Disclosures;

» the requirements in IAS 24 Related Party Disclosures to disclose related party transactions
entered into between two or more members of a group, provided that any subsidiary which is
a party to the transaction is wholly owned by such a member ; and

» the requirements of paragraphs 134(d)-134(f} and 135(c)-135(e) of [AS 36 Impairment of
Assets,

As permitted by FRS 101, the company has taken advantage of the disclosure exemptions
available under that standard in relation to share based payments, financial instruments, capital
management, presentation of a cash flow statement, presentation of comparative information in
respect of certain assets, standards not yet effective, impairment of assets, business
combinations, discontinued operations and related party fransactions.




GEA MECHANICAL EQUIPMENT UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1.2

1.3

Accounting policies (Continued)

Where required, equivalent disclosures are given in the group accounts of GEA Group AG. The
group accounts of GEA Group AG are available to the public and can be obtained as set out in
note 23.

The company has taken advantage of the eiemption under section 400 of the Companies Act
2006 not 1o prepare consolidated accounts, The financial statements present information about
the company as an individual entity and not about its group.

GEA Mechanical Equipment UK Limited is a wholly owned subsidiary of GEA Group AG and the
results of GEA Mechanical Equipment UK Limited are included in the consolidated financial
statements of GEA Group AG which are available from Peter-Muller-Strasse 12, D-40468
Dusseldorf, Germany. :

Going concern

The company's business activities, together with the factors likely to affect its future development,
performance and position are set out in the Review of Business on page 1. The directors have a
reasonable expectation that the company has adequate resources fo conlinue in operational
existence for the foreseeable future. Thus they continue to adopt the going concern basis of
accounting in preparing the financial statements.

Turnover

Turnover is measured based on the consideration specified in a contract with a customer and
excludes amounts collected on behalf of third parties. The company recognises revenue when it
transfers control of a product or service to a customer.

When cash inflows are deferred and represent a financing arrangement, the fair value of the
consideration is the present value of the future receipts. The difference between the fair value of
the consideration and the nominal amount received is recognised as interest income.

Turnover represents amounts derived from the provision of goods and services which fall within
the companys ordinary activities excluding customs duties, frade discounts and Value Added
Tax. ‘ '

Turnover from the distibution of high speed centrifugal and other process plant derived from
contracts is recognised on a cost percentage of completion basis. All other related income is
accounted for on customer acceptance of goods or services.

Turnover from the manufacture and distribution of tank cleaning solutions and devices is
recognised on delivery of the goods. '

Service turnover relates to the provision of repairs and maintenance. This is recognized upon the
provision of the related service.

Long term contracts

Amounts recoverable on long-term contracts, which are included in debfors, are stated at the
net sales value of the work done less amounts received as progress payments on account. Excess
progress payments are included in creditors as payments on account. Cumulative cost incurred
net of amounts transferred to cost of sales, less provision for

contingencies and anticipated futlure losses on contracts, are included as long-term contract
balances in stock. :

-13-



GEA MECHANICAL EQUIPMENT UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1.4

1.5

1.6

Accounting policies {Continued)

Intangible assets (goodwill and negative goodwill)

Other intanglble assetls

Expenditure on internally generated goodwill and brands is recognised in the profit and loss
account as an expense as incurred.

Other intangible assets that are acquired by the Company are sfcfed at cost less occumulofed
amortisation and less'‘accumulated impairment losses.

Amortisation is recognised so as to write off the cost or valuation of assets less their residual values
over their useful lives on the following bases:;

* Patents and trademarks 10 years

* licenses Syears

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequenﬂy measured at cost or
valuation, net of depreciation and any impairment losses.

Leases in which the Compony assumes substantially all the risks and rewards of ownership of the
leased asset are classified as finance leases. Where land and buildings are held under leases the
accounting treatment of the land is considered separately from that of the buildings. Leased
assets acquired by way of finance lease are stated at an amount equal to the lower of their fair
value and the present value of the minimum lease payments at inception of the lease, less
accumulated depreciation and less accumulated impairment losses. Lease payments are
accounted for as described below.

Depreciation
Depreciation is recognised so as to write off the cost or valuation of assets less their residual
values over their useful lives on the following bases:

Buildings . between 4 and 10%
Plant, vehicles and other equipment between 10 and 25%

The gain or loss arising on the disposal of an asset is determined as the difference between the
sale proceeds and the camnying value of the asset, and is recognised in the profit and loss
account,

impairment of tangible and intangible assets

At each reporting end date, the company reviews the carrying amounts of ifs tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order fo determine the extent of the impairment loss (if any). Where it is not possible to estimate
the recoverable amount of an individual asset, the company estimates the recoverable amount
of the cash-generating unit to which the asset belongs.

-14 -



GEA MECHANICAL EQUIPMENT UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1

1.7

1.8

1.9

1.10

Accounting policies (Continued)

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell.
Cost comprises direct materials and, where applicable, direct labour costs and those overheads
that have been incurred in bringing the stocks to their present location and condition. '

Fair value measurement

IFRS 13 establishes a single source of guidance for all fair value measurements. IFRS 13 does not
change when an entity is required to use fair value, but rather provides guidance on how to
measure fair value under IFRS when fair value is required or permitied. The company is exempt
under FRS 101 from the disclosure requirements of IFRS 13. There was no impact on the company
from the adoption of IFRS 13.

Cash at bank and in hand

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-
term liquid investments with original maturities of three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities.

Financial assets )
Financial assets are recognised in the company’s balance sheet when the company becomes
party to the contractual provisions of the instrument.

Financial assets are classified into specified categories. The classification depends on the nature
and purpose of the financial assets and is determined at the time of recognition.

Financial assets are iniﬁélly measured at fair value plus transaction costs, other than those
classified as fair value through profit and loss, which are measured at fair value.

Loans and receivables

Trade debtors, loans and other receivables that have fixed or determinable payments that are
not quoted in an active market are classified as 'loans and receivables’. Loans and receivables
are measured at amortised cost using the effective interest method, less any impairment.

Interest is recognised by applying the effective interest rate, except for short-term receivables
when the recognition of inferest would be immaterial. The effective interest method is a method
of calculating the amortised cost of a debt instrument and of allocating the interest income over
the relevant period. The effective interest rate is the rate that exactly discounts estimated future
cash receipts through the expected life of the debt instrument to the net camying amount on
initial recognition.

Impairment of financial assets

Financial assets, other than those at FVIPL, are assessed for indicators of impairment at each
reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more
events that occumrred after the initial recognition of the financial asset, the estimated future cash
flows of the investment have been affected.

-15-



GEA MECHANICAL EQUIPMENT UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1.12

113

Accounting policies ' (Continued)

Derecognition of financial assets .

Financial assets are derecognised only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership to another entity.

Financlal liabilities

Financial liabilities are classified as either financial liabilities at fair value through profit 6r loss or
other financial liabilities.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of
fransaction costs. They are subsequenily measured at amortised cost using the effective interest
method, with interest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments through the expected life of the financial
liability to the net carrying amount on initial recognition.

Derecognition of financial liabilities
Financial liabilities are derecognised when, and only when, the company's obligations are
discharged, cancelled, or they expire.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct
issue costs, Dividends payable on equity instruments are recognised as liabilities once they are no
longer at the discretion of the company.

Taxation
The tax expense represents the sum of the tax currently payable-and deferred tax.

Current tax :

The tax currently payable is based on taxable profit for the year. Taxable profit differs from nel
profit as reported in the profit and loss account because it excludes items of income or expense
that are taxable or deductible in other years and it further excludes items that are never taxable
or deductible. The company’s liability for cument tax is calculated using tax rates that have been
enacted or substantively enacted by the reporting end date. '
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1.14

1.15

Accounting policies (Continued)

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the
carrying amounts of assets and liabilities in the financial statements and the corresponding tax
bases used in the computation of taxable profit, and is accounted for using the balance sheet
liability method. Deferred tax liabilities are generally recognised for all taxable temporary
differences and deferred tax assets are recognised to the extent that it is probable that toxable
profits will be available against which deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary difference arises from goodwill or from
the initial recognition of other assets and liabilities in a transaction that affects neither the tax
profit nor the accounting profit. .

The canying amount of deferred tax assefs is reviewed at each reporting end date and reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow
all or part of the asset to be recovered. Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is settied or the asset is realised. Deferred tax is
charged or credited in the profit and loss account, except when it relates to items charged or
credited directly to equity, in which case the deferred tax is also dealt with in equity. Deferred tax
assets and liabilities are offset when the company has a legally enforceable right to offset current
tax assets and liabilities and the deferred tax assets and liabilities relate to taxes levied by the
same tax authority. ’

Employee benetfits
The costs of short-term employee benefits are recognised as a liability and an expense, unless
those costs are required to be recognised as part of the cost of inventories or fixed assets.

‘The cost of any unused holiday entitlement is recognised in the period in which the employee's

services are received.

Termination benefits are recognised immediately as an expense when the company is
demonstrably committed to terminate the employment of an employee or to provide
termination benefits.

Retirement benefits

Payments to defined contribution retirement benefit schemes are charged as an expense as they
fall due,

The cost of providing benefits under defined benefit plans is determined separately for éoch plan
using the projected unit credit method, and is based on actuarial advice.

The change in the net defined benefit liability arising from employee service during the year s
recognised as an employee cost. The cost of plan introductions, benefit changes, settlements
and curtailments are recognised as an expense in measuring profit or loss in the period in which
they arise.
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Accounting policies : N (Continved)

The net interest element is determined by multiplying the net defined benefit liability by the
discount rate, taking into account 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. .

Remeasurement changes comprise actuarial gains and losses, the effect of the asset ceiling and
the return on the net defined benefit liability excluding amounts included in net interest. These
are recognised immediately in other comprehensive income in the period in which they occur
and are not reclassified to profit and loss in subsequent periods.

The net defined benefit pension asset or liability in the balance sheet comprises the totdl 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 ot 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 limited to the
amount that may be recovered either through reduced confributions or agreed refunds from the
scheme. ’

Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially alf
the risks and rewards of ownership to the lessees. All other leases are classified as operating
leases.

Assets held under finance leases are recognised as assets at the lower of the fair value of the
assets at the date of inception and the present value of the minimum lease payments. The
related liability is included in the balance sheet as a finance lease obligation. Lease payments
are freated as consisting of capital and interest elements. The interest is charged to profit or loss
so as to produce a constant periodic rate of interest on the remaining balance of the liability.

Rentals payable under operating leases, less any lease incentives received, are charged to profit
or loss on a siraight line basis over the term of the relevant lease except where another more
systematic basis is more representative of the time pattern in which economic benefits from the
leased asset are consumed. ' :

Turnover
2018 2017
; £ £
Turnover analysed by class of business
Distribution and maintenance of high speed centrifugal and other |
process plant 18,056,049 16,381,032
2018 2017
£ £
Other significant revenue '

Interest income 16,124 21,325
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Turnover

Turnover analysed by geographical market
United Kingdom

Europe

North America

Africa

Asia

Australia

Operating (loss)/profit

Operating (loss)/profit for the year is stated after charging/(crediting):

Depreciation of property, plant and equipment
Amortisation of intangible assets

Cost of inventories recognised as an expense
Operating lease charges

Auditor's remuneration

Fees payable to the company's auditor and associates:,
For audit services

Audit of the financial statements of the company

Employees

{Continued)

2018 2017

£ £
17,025,089 15,071,985
812,624 460,371
37,004 16,910
13,946 21,367
146,375 610,399
21,011
18,056,049 16,381,032
2018 2017

£ £

72,548

63

12,480

20,500

The average monthly number of persons (including directors) employed by the company during

the year was:

Production staff
Distribution staff
Management staff

2018 2017
Number Number
22 21
17 19
9 9

48

49
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Employees (Continued)-

Their aggregate remuneration comprised:

2018 2017

£ £

Wages and salaries 2,501,246 2,251,915
Social security costs 289,134 271,882 -

Pension costs 1,307,041 (49,076)

4,097,421 C2,474,721

Directors' remuneration

2018 2017
£ . £

Remuneration 71,134 135,219

During the year there was one director who was a member of the GEA Westfalia Separator UK
Limited Retirements Benefit Scheme (2017 - 1), the defined benefit scheme operated by the
company. The fund is contributory.

Remuneration of the highest paid director in respect of qualifying services:

2018 2017
£ £
Aggregate remuneration 71,134 112,395

The highest paid director had accrued annual pension benefits at the year end of £31,382 (2017 -
£29,235) under the déefined benefit scheme.

The notional cost of other directors' remuneration to the Company was £nil during the year (2017
- £10,000).

,Intgrest receivable and similarincome . .
. 2018 2017

£ £
Interest income

Interest receivable from group companies 16,124 121,325
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8

Interest payable and similar expenses

2018 2017
£ £
Interest on financial liobilities measured at amortised cost:
Interest payable to group undertakings 1,005 ) 1{632
Net pension finance cost : 111,000 108000
112,005 109,632
Income tax expense
2018 2017
£ £
Current fax
UK corporation tax on profits for the current period 36 45,201
Deferred tax B
Origination and reversal of temporary differences (78,391) 181,938
Total tax charge/{credit) : (78,355) 227.139
2018 2017
£ £
{Loss)/profit before taxation {440,090) 1,168,289
Expected tax (credit)/charge based on a corporation tax rate of
19.00% (83.617)
Effect of expenses not deductible in determining taxable profit 5,262
Difference in tax rate . _ E
Other differences =
Taxation (credif)/ch&rge for the year | {(78,355)

¢

In addition to the amount charged to the profit and loss account, the following amounts relating

to tax have been recognised directly in other comprehensive income:

2018
£
Deferred tax arising on:

Actuarial differences recognised as other comprehensive income 222,000

2017
£

(167,000}
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10

n

Intangible fixed assets

Cost :
At 31 December 2017

At 31 December 2018
Amortisation and impairment
At 31 December 2017
Charge for the year

At 31 December 2018

Carrying amount
A1 31 December 2018

At 31 December 2017

Tangible fixed assets

Cost

At 31 December 2017
Additions

Disposals

At 31 December 2018

Accumulated depreciation and impairment

At31 December 2017
Charge for the year
Eliminated on disposal

At 31 December 2018

Carrying amount
At 31 December 2018

At 31 December 2017

Patents,
trademarks
and licences

£

3,157

3,157

2,577

580

3,157

Freehold  Plant and Total

property machlnery
£ £ £
1,571,828 611,541 2,183,349
9,445 64,545 73,990
5 (15,209) (15,209)
1,581,273 660,877 2,242,150 .
784,576 512,425 1,297,001
74,224

36,453 37,771
= {15209)  (15,209)

821,029 534987 1,356,016
760244 125,890
T787.252 99116 886,368
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1

12

13

Tangible fixed assets ) (Continued)

Net book value of land, buildings at 31 December 2018, comprised:

2018 2017
£ £
Freehold buildings (depreciated) . 657,754 684,762

Freehold land (not depreciated) : 102,490 102,490

760,244 787,252

Investments
Movements in fixed asset investments ]
Shares in
group
undertakings
: £
Cost or valuation
At 1 January 2018 & 31 December 2018 1
Carrying amount
At 31 December 2018 il
A1 31 December 2017 ¥

The £1 investment represents 1 ordinary share of £1 in Breconcherry Limited, being 100% of the
issued share capital. Breconcherry Limited is incorporated in England and Wales, is dormant with
net assets of £1 and ifs registered office is Westfalia House, Old Wolverton Road, Old. Wolverton,
Milton Keynes, MK12 SPY

Stocks . 2018 2017
£ £
Raw materials and consumables 1,285,154 1,148,575

Finjshed goods and goods for resale 220,115 205,627

1,505,269 1,354,202
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14

15

Debtors

Trade debtors

Amounts owed by fellow grbup undertakings

Prepayments

2018 2017

£ £
6,946,128 4,862,448
9,084,097 10,628,811

76,452 636,769

16,106,677 16,128,028

Trade debtors disclosed above are classified as loans and receivables and are therefore

measured at amortised cost.

Amounts owed by fellow group undertakings disclosed above are receivable on demand and

interest bearing.

Creditors

Trade creditors

Paymenis received on account
Amounts owed to fellow group undertakings

Accruals
Other creditors

Due within one year

2018 2017

£ £
1,542,921 816,210
3,548,442 3,557,768
3,787,518 3,535,498
410,524 324,006
100,618 95,377

9,390,023 8,328,859

Amounts owed to fellow' group undertakings disclosed above are payable on demand and

interest bearing.
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16

Deferred taxation

The following are the major deferred tax liabilities and assets recognised by the company and

movements thereon during the current and prior reporting period.

Other Accelerate Pension Total
timing d liability
differences depreciatio
n
£ £ £ £
Deferred tax liability at 1 January 2017 23.725 = = 23,725
Deferred tax asset at 1 January 2017 = (4.458) (821,000} (825,458)
Deferred tax movements in prior year
Credit to profit or loss ’ 93,043 2,895 86,000 181,938
Credit to other comprehensive income - _ = (167,000}  ({167,000)
Deferred tax liability at 1 January 2018 116,768 - - 116,768
Deferred tax asset at 1 January 2018 - {1.563) (202,000) (903,563)
Deferred tax movements in current year
Credit to profit or loss (119.181) 790 40,000 (78,391)
Credit to other comprehensive income = @ 222,000 222,000
Deferred tax liability at 31 December 2018 = = = ®
Deferred tax asset at 31 December 2018 (2.413) (773)  (640.000)  (643,186)

Deferred tax assets and liabilities are offset where the company has a legally enforceable right to
do so. The following is the analysis of the deferred tax balances (after offset) for financial

reporting purposes:

Deferred tax liabilities:
Deferred tax assets

2018 2017

£ £

Z 116,768
(643186)  (903,563)
(643,186) (786,795)
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17

Retirement benefit schemes

Thé company operates a pension scheme providing benefits based on final pensionable pay. The
assets of the scheme are held separately from those of the company, being invested with an
insurance company.

The contributions are determined by a quadlified actuary on the basis of triennial valuations using
the projected unit method. The most recent valuation was at 1 October 2016. This scheme was
closed to new members on 26 March 2002.

The assumptions, which have the most significant etfect on the results of the valuations are those
relating to the rate of return on investments, the discount rate and the rates of increase in salaries
and pensions. It was assumed that the annual investment return in the period to retirement would
be 1.6% more than the total return on the UK FTSE Actuaries over-15 years gilts price index and
1.1% per annum in the period after retirement, that salary increases would be at the rate of Retail
Prices Inflation {'RPI') and that the present and future pensions would increase at the rate of RP!
on pension earned after November 2010, capped at 5%, subject to a minimum increase of 4% pet
annum on pension earned before November 2010. The pension charge for the year was
£1,174,466 {2017 - £181,652 credit). The level of funding {i.e. the total value of assets expressed as
a percentage of past service liabilities) as at 1 October 2016 was 70%.

The rate of RPI assumed is found by taking the annualised redemption yield on indexed-linked gilts
(UK FTSE Actuaries index with term over five years - average of 0% and 5% inflation) from
conventional gilt yields {UK FISE Actuaries index with term over fifteen years). At the 1 October
2016 assessment this resulted in RPIl of 3.2%.

With effect from 26 March 2002 the company operates a defined contribution scheme for newly
eligible employees. Contributions are charged to the profit and loss account as they accrue. The
total pension costs charged for the period in respect of this scheme was £124,047 (2017 -
£132,575). ' :

The actuarial valuation as at 1 October 2016 has been updated to 31 Decembef 2018 for the
purposes of FRS101, by a gudlified independent actuary. The major actuarial assumptions used by
the actuary were:

Defined benefit scheme .
2018 2017

Key assumptions % ' %
Discount rate (%) 27 2.4
Retail price inflation (%) 3.5 3.4
Consumer price inflation (%) 2.5 2.4
Salary increase rate (%) : 5.3 515
Pensions increases (as Limited Price Indexation)

~ RPI maximum 5% minimum 4% 4.3 4.3
- RPI maximum 5% 3.3 3.4
Deferred pension revaoluation (CPl 5% cap) 2.5 2.6
Deferred pension revaluation (CPl 2.5% cap) 2.5 . 2.5
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17 Retirement benefit schemes

(Continved)

Assuming a retirement age of 65, based on mortality assumptions, the life expectancy in years

are as follows:

For a male aged 65 now

At 65 for a male member aged 45 now

For a female aged 65 now .
At 65 for a female member aged 45 now

~

The net defined benefit liability is determined as follows:

Present value of defined benefit obligations
Fair value of plan assets

Net fiability for defined benefits obligation

2018
Years

220
23.4
23.9
25.4

2018
£

{18.190)
14,820

(3,370}

2017
Years

223
241
24.4
26.3

2017
£

(19.873)
15,124

{4.749)
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Retirement benefit schemes

Balance at 1
January
included in profit
and loss

Current service
cost

Interest (cost)/
income

Contributions paid

Actuarial (loss)/
gain arising fromg

- Financial
assumptions

- Demographic
assumptions

- Experience
adjustment

- Return on plan
assets

Benefits paid

Equity
Cash
Bonds
Insured pensions

obligation

2018 2017 2018 2017 2018
£ £ £ £ £
(19,873) {19.506) 15,124 15,187 (4,749)
(492) (247) B (492)
{385) (417) 274 309 {111)
(23) (21) 836 828 813
1,696 (478) {1,002} (224) 694
614 - 626 = = 614
(3) (106) (3)
= (1364) (700) (1364)
276 276 (276) (276) =
(18,190) (19.873) 14,820 15,124 (3.370)

The fair value of the major categories of plan assets are as follows#:
2018
£
5,246
1,222
5,654
2,698
14,820

re —

{Continued)

Defined benefit Fair value of plan assets Net defined benetit liability

2017
£

(4,319)

(247)

(108)
807

(702)
626
(106)

(700)

The company expects to confribute £824,000 to the defined benefit pension plan in the year to
31 December 2019 (2018 - £806,000).
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17

18

19

Retirement benefit schemes (Continued)

Sensitivity analysis

The calculation of the defined benefit obligation is sensitive to the assumptions set out above. The
following table summarises how the impact on the defined benefit obligation at the end of the
reporting period would have changed based on an increase in discount rate or a decrease in
inflation rate by one percent.

2018 2017

£. £

Discount rate : 2,566,000 2,830,768
Inflation (RPI, CPI) 968,000 1,009,932

The calculation of the annual gross service cost is sensitive to the assumptions set out above. The
following table summarises how the impact on the gross service cost for the year would have
changed based on an increase in discount rate or a decrease in inflation rate by one percent.

2018 2017

£ £
Discount rate 66,000 57,152
Inflation (RPI, CPl) 460,000 45,008

The above sensitivities are based on the average duration of the benefit obligation determined
at the date of the last full actuarial valuation at 1 October 2016 and are applied to adjust the
defined benefit obligation at the end of the reporting pericd and the gross service cost for the
year for the assumptions concerned. Whilst the analysis does not take account of the full
distribution of cash flows expected under the plan, it does provide an approximation to the
sensitivity of the assumptions shown.

Share capital ' 2018 2017

£ £
Ordinary share capital
Issued and fully paid

Ordinary shares of £1 each 1,300,000 1,300,000

1,300,000 1,300,000

Reserves

Share premium account - This reserve records the amount above the nominal value received for
shares sold, less transaction costs.

Profit and loss account - This reserve records retained earnings and accumulated losses.
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20 Contingent liabilities

21

22

23

The company has entered into a number of performance contracts with customers, which are
supported by bank guarantees to the value of £81,375 {2017 - £71,340), in the normal course of
business.

Operating lease commitments

Lessee
Amounts recognised in profit or loss as an expense during the period in respect of operating lease
arrangements are as follows:

2018 2017

£ £

Less than one year 108,305 108:463:
Between one and five years 120,957 180,517

229,262 284,980

»

During the year £116,738 was recognised as an expense in the profit and loss account in respect
of operating leases (2017 - £114,020).

Related party transactions

Remuneration of key management personnel

The company has taken advantage of the exemption for disclosure of related party transactions
with other group companles as it is a wholy owned subsidiary of a company preparing
consolidated accounts that are publicly available.

Parent undertaking

The immediale parent company is GEA Group Holdings (UK} Limited, a company registered in
England and Wales. GEA Group Holdings [UK) Limited does not prepare group accounts, '

The ultimate parent company is GEA Group AG. .The company is incorporated in Germany and is
listed on the German Stock Exchange. This is the largest group within which the company belongs
for which group accounts are prepared. These accounts can be obtained from GEA Group AG,
Peter-Muller-Strasse 12, D-40468 Dusseldorf, Germany.
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