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AEM LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their strategic report for the year ended 31 December 2018.

The company's key financial indicators for the year were as follows:

2018

£'000
Turnover 26,328
Operating profit 5,099
Operating profit as a % of sales 19.37%
Net current assets 10,481
Total equity 15,914

Review of the business

2017
£'000
26,114
4,919
18.84%
13,319
19,653

Change
%

0.82
3.66
(21.31)
(19.03)

Turnover for the year 31 December 2018 was relatively flat to prior period. Despite the tougher European economy
caused by Brexit and the pricing pressure applied by the OEMs on spare parts, the company, through tight fiscal
controls, strong continuous process and efficiency improvements, product capability diversification and a strong
presence in new overseas markets, was able to achieve a robust and very credible level of profit and meet the

expectations of the parent company, AMETEK.

Principal risks and uncertainties

The company operates in a competitive and global environment and whilst the economic downturn has undoubtedly
affected the airline industry as a whole, the company, with its increasing global spread of MRO (Maintenance, Repair
and Overhaul) businesses under the AMETEK brand, is now of significant mass and diversification. Consequently, it is
much better placed to minimise the effects of a market decline and well placed to take further advantage of any market

fall-out.

Financial risk management

The company's principal financial instruments comprise trade debtor, trade creditor and inter-company loans and
balances. The company does not enter into derivative transactions and it is, and has been throughout the period under

review, the company's policy that no trading in financial instruments shall be undertaken.

The main risks arising from the company's financial instruments are interest rate risk and foreign currency risk.

Interest rate risk

It is AMETEK group policy not to enter into interest rate swaps.

Foreign currency risk

The company has transactional and translated currency exposure arising from sales, purchases and loans in foreign
currencies. It is AMETEK group policy not to actively hedge against foreign currency transactions and balances.

Brexit

The company has considered the risks that might arise from a disorderly Brexit and has considered responses to
mitigate those risks. Given the nature of the company's business, the directors are of the opinion that the risks are

minimal.

On behalf of the board

A Harding
Director

LRSI -




AEM LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Company Registration No. 00620201
The directors present their report for the year ended 31 December 2018.

Principal activities
The principal activity of the company continued to be that of repair, overhaul, modification and testing of aircraft
components and the supply of first aid and medical kits and equipment to the aviation industry.

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

D B Coley (Resigned 25 April 2018)

J G Smith (Resigned 28 September 2018)
J W Hardin .

A Harding

E Speranza

P Zetti (Appointed 25 April 2018)

T G Wilson (Appointed 29 September 2018)

Directors' insurance

AMETEK Inc. has indemnified one or more directors of the company against liability in respect of proceedings
brought by third parties, subject to the conditions set out in the Companies Act 2006. Such qualifying third party
indemnity provision was in force during the year and remains in place to the date of this report.

Results and dividends
The results for the year are set out on page 7.

The total distribution of dividends for the year ended 31 December 2018 was £7,883,000 (2017: £4,850,000).

Going concern

The company's business activities, together with the factors likely to affect its future development, its financial
position, financial risk management objectives and details of the company's exposure to risk are described in the
strategic report on page 1.

After making enquiries, the directors have a reasonable expectation that the company has adequate resources
to continue in operational existence for the foreseeable future. Accordingly, they continue to adopt the going
concern basis in preparing the financial statements.

Market value of land and buildings
In the opinion of the directors, the market value of freehold land and buildings is not considered to be materially
different to the net book value as disclosed in the fixed asset note.

Financial instruments
Details of financial instruments are provided in the strategic report on page 1.

Research and development

The company continues to invest in a programme of research and development across all business areas,
researching and adding new capabilities considered strategic to support the markets it serves. During the year,
the company spent £469,000 (2017: £431,000) on research and development.




AEM LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Future developments

The company will continue to expand in the Far East markets and Eastern Europe and have added additional
multi-lingual sales talent this year in support of this. Continued investment into new test equipment will add
significant new product introduction and development through 2019 and beyond.

Auditor
The auditor, Ernst & Young 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 individually 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.

On behalf of the board

___________ IR\

A Harding
Director

ot Tt I




AEM LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors are responsible for preparing the Strategic Report, the Directors' Report and the financial
statements in accordance with applicable law and regulations.

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

- 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.




AEM LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF AEM LIMITED

Opinion

We have audited the financial statements of AEM Limited (the 'company') for the year ended 31 December 2018
which comprise the Income Statement, the Statement of Comprehensive Income, the Statement of Financial
Position, the Statement of Changes in Equity and related notes 1 to 26, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their preparation is applicable
law and United Kingdom Accounting 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:

+ give a true and fair view of the state of the company's affairs as at 31 December 2018 and of its profit for the
year then ended,;

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including FRS 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland (United
Kingdom Generally Accepted Accounting Practice).; 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. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the 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
We have nothing to report in respect of the following matters in relation to which the I1SAs (UK) require us to
report to you where:
« the directors' use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
« the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of accounting
for a period of at least twelve months from the date when the financial statements are autharised for issue.

Other information
The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor’s report thereon.

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.




AEM LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF AEM LIMITED

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
+ the information given in the Strategic Report and the Directors' Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
+ the Strategic Report and the Directors' Report have 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 Strategic Report and the Directors' Report.

We have nothing to report in respect of the following matters where 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.

Responsibilities of directors

As explained more fully in the Directors' Responsibilities Statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, 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.

Auditor's responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’'s website at: http://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.

= oun, L
Stephen Kirk (Senior Statutory Auditor) Loy ¥ \I t’)
for and on behalf of Ernst & YoungLLP

Statutory Auditor Q.‘V‘k (V\u% 20\"\

Birmingham




AEM LIMITED

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

Notes
Turnover 3
Cost of sales
Gross profit
Distribution costs
Administrative expenses
Other operating income
Operating profit 4
Interest receivable and similar income 8
Interest payable and similar expenses 9
Profit before taxation
Taxation 10
Profit for the financial year 23

The Income Statement has been prepared on the basis that all operations are continuing operations.

2018
£'000

26,328
(14,585)

11,743

(1,149)
(5,509)
14

5,099

58
(68)

5,089

(1,033)

4,056

2017
£'000

26,114
(14,475)

11,639

(1,188)
(5,533)
1

4,819

59
(44)

4,934

(978)

3,956




AEM LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Profit for the year
Other comprehensive income

Total comprehensive income for the year

2018
£'000

4,056

4,056

2017
£'000

3,956

1

3,856




AEM LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018
2018 2017
Notes £'000 £'000 £'000 £'000
Fixed assets
Goodwill 12 3,210 3,669
Other intangible assets 12 16 27
Total intangible assets 3,226 3,696
Tangible assets 13 5,293 5,742
8,519 9,438
Current assets
Stocks 14 5,224 4,926
Debtors 15 5,583 7,163
Cash at bank and in hand 5,556 5,928
16,363 18,017
Creditors: amounts falling due within 16
one year (5,882) (4,698)
Net current assets 10,481 13,319
Total assets less current liabilities 19,000 22,757
Creditors: amounts falling due after 17
more than one year (3,027) (3,053)
Provisions for liabilities 18 (59) 51
Net assets 15,914 19,653
Capital and reserves
Called up share capital 21 : 3,000 3,000
Share premium account 22 8,856 8,856
Profit and loss reserves 23 4,058 7,797
Total equity 15,914 19,653
2-5

The financial statements were approved by the board of directors and authorised for issue on

and are signed og its behalf by:

A Harding
Director

Company RegistrationNo. 00620201




AEM LIMITED

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

Notes
- Balance at 1 January 2017

Year ended 31 December 2017:

Profit for the year

Dividends 1
Equity settled share-based payments

Balance at 31 December 2017

Year ended 31 December 2018:

Profit for the year .
Dividends 11
Equity settled share-based payments

Balance at 31 December 2018

Share
capital

£'000

3,000

3,000

3,000

Share Profit and Total
premium loss
account reserves

£000 £'000 £'000

8,856 8,559 20,415

- 3956 3,956

- (4,850) (4,850)

- 132 132

8,856 7,797 19,653

- 4,056 4,056

- (7,883) (7,883)

- 88 88

8,856 4,058 15,914

-10-



AEM LIMITED

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

1

1.1

1.2

1.3

Accounting policies

Company information

- AEM Limited is a private company limited by shares incorporated in England and Wales. The registered

office is PO Box 36, 2 New Star Road, Leicester, LE4 9JQ.

Accounting convention '

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland” (“FRS 102") and the requirements of the
Companies Act 2006. The financial statements were approved for issue on the date shown on the
statement of financial position.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £'000.

The financial statements have been prepared under the historical cost convention. The principal
accounting policies adopted are set out below.

The accounts of AEM Limited have taken advantage of the following disclosure exemptions under FRS
102:
- The requirement to present a statement of cash flows and related notes,
- financial instrument disclosures, including:
+ categories of financial instruments,
+ items of income, expenses, gains or losses relating to financial instruments and,
» exposure to and management of financial risks
- share based payment disclosures, including:
+ a description of each type of share based payment arrangement that has existed and;
« details of exercises and vests during the period
- related party transaction disclosures, including (i) transactions with wholly owned subsidiaries of the
AMETEK Inc group (ii) disclosures related to key management remuneration.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Thus the
directors continue to adopt the going concern basis of accounting in preparing the financial statements.

Turnover

Tumover represents the amounts receivable by the company for goods supplied and services provided,
excluding VAT and trade discounts. In the case of goods, invoices are raised on delivery to and, where
required, formal acceptance by customers.

-11-



AEM LIMITED

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

14

1.5

1.6

Accounting policies (Continued)

Intangible fixed assets - goodwill

Goodwill represents the excess of the cost of acquisition of unincorporated businesses over the fair value
of net assets acquired. It is initially recognised as an asset at cost and is subsequently measured at cost
less accumulated amortisation and accumulated impairment losses. Goodwill is considered to have a finite
useful life, and is amortised on a systematic basis over its useful life of 20 years.

For the purposes of impairment testing, goodwill is allocated to the cash-generating units expected to
benefit from the acquisition. Cash-generating units to which goodwill has been allocated are tested for
impairment at least annually, or more frequently when there is an indication that the unit may be impaired.
If the recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and
then to the other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit.
An impairment loss recognised for goodwill is subsequently reversed if, and only if, the reasons for the
impairment loss have ceased to apply.

. The goodwill above relates to the acquisition of the Aviation Windings and Aeromedic Innovations

businesses in 2006. The goodwill was considered to have a useful economic life of 20 years from the
acquisition date and under FRS 102 the goodwill has been amortised prospectively over the remaining life.

Intangible fixed assets other than goodwill

Intangible assets acquired separately from a business are recognised at cost and are subsequently
measured at cost less accumulated amortisation and accumulated impairment losses. Intangible assets
acquired on business combinations are recognised separately from goodwill at the acquisition date if the
fair value can be measured reliably.

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:

Licences, patents and knowhow 7 years

Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net of
depreciation and any impairment losses. Cost comprises the aggregate amount paid and the fair value of
any other consideration given to acquire the asset and includes costs directly attributable to making the
asset capable of operating as intended.

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:

Freehold Buildings 2% per annum

Leasehold Buildings Over the life of the lease

Plant and machinery 10-15% per annum (aircraft rotable spares 14%)
Fixtures, fittings & equipment 20- 33% per annum

Motor vehicles 25-33% per annum

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

Freehold land is not depreciated.

-12-



AEM LIMITED

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

1.7

1.8

1.9

Accounting policies (Continued)

Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its 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 to 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.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment annually, and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.

‘An impairment loss is recognised immediately in the income statement, unless the relevant asset is carried

at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have
ceased to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (or cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in the income statement, unless the relevant asset is carried in
at a revalued amount, in which case the reversal of the impairment loss is treated as a revaluation
increase.

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.

Stocks held for distribution at no or nominal consideration are measured at the lower of replacement cost
and cost, adjusted where applicable for any loss of service potential.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
stocks over its estimated selling price less costs to complete and sell is recognised as an impairment loss
in profit or loss. Reversals of impairment losses are also recognised in profit or loss.

Cash and cash equivalents

Cash at bank and in hand are basic financial assets and 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.

-13-



AEM LIMITED

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

1.10

1.1

Accounting policies (Continued)

Financial assets :
The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section
12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's statement of financial position when the company
becomes party to the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

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 interest 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 carrying amount on initial recognition.

Impairment of financial assets
Financial assets, other than those held at fair value through the income statement, 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
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. The impairment loss is recognised in the income statement.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but
contro!l of the asset has transferred to another party that is able to sell the asset in its entirety to an
unrelated third party.

Financial liabilities

Basic financial liabilities are initially measured at transaction price, unless the arrangement constitutes a
financing transaction, where the debt instrument is measured at the present value of the future payments
discounted at a market rate of interest. Other financial liabilities classified as fair value through the income
statement are measured at fair value.

Other financial liabilities

Other financial liabilities are initially measured at fair value, net of transaction costs. They are subsequently
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.

-14 -



AEM LIMITED

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

1.12

1.13

1.14

Accounting policies (Continued)

Derecognition of financial liabilities
Financial liabilities are derecognised when the company’s contractual obligations expire or are discharged
or cancelled.

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 current and deferred tax expense.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement 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 current tax is calculated using tax rates that have been enacted or substantively enacted by the
reporting end date.

Deferred tax

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result in an
obligation to pay more, or a right to pay less or to receive more tax, with the following exception:

- deferred tax assets are recognised only to the extent that the directors consider that it is more likely than
not that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducted. ’

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the
periods in which timing differences reverse, based on tax rates and laws enacted or substantively enacted
at the balance sheet date.

Provisions

Provisions are recognised when the company has a legal or constructive present obligation as a result of a
past event, it is probable that the company will be required to settle that obligation and a reliable estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the reporting end date, taking into account the risks and uncertainties surrounding the
obligation.

Where the effect of the time value of money is material, the amount expected to be required to settle the
obligation is recognised at present value. When a provision is measured at present value the unwinding of
the discount is recognised as a finance cost in the income statement in the period it arises.

-15-



AEM LIMITED

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

1.15

1.16

1.7

1.18

1.19

Accounting policies {Continued)

Employee benefits
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 stock 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 A
Payments to defined-contribution retirement benefit schemes are charged as an expense as they fall due.

Share-based payments

The cost of equity-settled transactions with employees is measured by reference to the fair value at the
date at which they are granted and is recognised as an expense over the vesting period, which ends on
the date on which relevant employees become fully entitled to the award. Fair value is determined using an
appropriate pricing model. No expense is recognised for awards that da not ultimately vest.

At each balance sheet date before vesting, the cumulative expense is calculated, representing the extent
to which the vesting period has expired and management's best estimate of the achievement or otherwise
of non market conditions that impact on the number of equity instruments that will ultimately vest. The
movement in cumulative expense since the previous balance sheet date is recognised in the income
statement for the year (as part of wages and salaries) with a corresponding reserve transfer to the profit
and loss reserve.

There are no non-equity settled share-based payments.

Leases

Rentals payable under operating leases, including any lease incentives received, are charged to income
on a straight 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 lease asset are consumed.

Foreign exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at
the dates of the transactions. At each reporting end date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains
and losses arising on translation are included in the income statement for the period.

Judgments and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported in the financial statements. The following are considered to
have the most significant effect on the amounts recognized in the financial statements:

» Stocks — the determination of the provision required to ensure that inventories are recorded at the
lower of cost and net realisable value.

+ Fixed assets — Determination of whether impairment provisions are required to reduce the carrying
value of tangible and intangible fixed assets.
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AEM LIMITED

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

3

Turnover

Turnover analysed by geographical market

2018
£'000
Europe and Middle East 25,270
Asia and Africa 846
Americas (excl USA) 51
USA ) 161
26,328
Operating profit 2018
£'000
Profit for the year is stated after charging/(crediting):
Exchange (gains) / losses ' (193)
Research and development costs 469
Depreciation of owned tangible fixed assets 727
Loss on disposal of tangible fixed assets 5
Amortisation of intangible assets 470
Cost of stocks recognised as an expense 10,348
Write downs of stocks recognised as an expense 52
Operating lease charges 267
Auditors' remuneration
The analysis of auditor's remuneration is as follows:
2018
£'000
Fees payable to the company's auditors for the audit of the company's
annual accounts 42

Employees

2017
£'000

24,567
1,265

247

26,114

2017
£'000

23
431
664

27
470
10,555
50
272

2017
£'000

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

was:
2018
Number
Sales, administration and distribution 64
Manufacturing 143
207

2017
Number

74
132

206
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AEM LIMITED

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

6 Employees (Continued)

Their aggregate remuneration comprised:

2018 2017
£'000 £'000
Wages and salaries 5,326 5,182
Social security costs . 672 678
Pension costs 313 275
6,311 6,135

Included in wages and salaries is a total expense for share-based payments in relation to equity-settled
transactions of £88,000 (2017: £132,000), of which £61,000 (2017: £60,000) relates to restricted shares
and £27,000 (2017: £72,000) relates to share options.

Further details of the share-based payment arrangements applicable are given in the group financial
statements of the ultimate parent entity AMETEK Inc.

7 Directors’ remuneration 2018 2017
£'000 £'000

Remuneration for qualifying services 299 263
Company pension contributions to defined contribution schemes 21 19

The number of directors for whom retirement benefits are accruing under defined contribution schemes
amounted to 4 (2017 - 3).

The number of directors who exercised share aptions during the year was 2 (2017 - 3).

The number of directors who received shares under long term incentive schemes during the year was 3
(2017 - 3).

Remuneration disclosed above include the following amounts paid to the highest paid director:

Remuneration for qualifying services 151 153
Company pension contributions to defined contribution schemes 12 11

J W Hardin is a US based director within the AMETEK group and does not provide any qualifying services
to AEM Limited. E Speranza is a France based director within the AMETEK group and does not provide
any qualifying services to AEM Limited. P Zetti is an Italian based director within the AMETEK group and
does not provide any qualifying services to AEM Limited.
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AEM LIMITED

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

8 Interest receivable and similar income
2018 2017
£'000 £'000
Interest income
Interest on bank deposits 7 1
Interest receivable from group companies 51 58
Total income ' 58 59
9 Interest payable and similar expenses
2018 2017
£'000 £'000
Interest payable to group undertakings 68 44
10 Taxation
2018 2017
£'000 £'000
Current tax
UK corporation tax on profits for the current period 1,045 956
Deferred tax
Origination and reversal of timing differences (12) 22
Total tax charge 1,033 978

The actual charge for the year can be reconciled to the expected charge for the year based on the profit or
loss and the standard rate of tax as follows:

2018 2017

£'000 £'000
Profit before taxation N 5,089 4,934
Expected tax charge based on the standard rate of corporation tax in the UK
of 19.00% (2017: 19.25%) 967 950
Tax effect of expenses that are not deductible in determining taxable profit 65 31
Effect of changes in tax rates 1 3)
Taxation for the year 1,033 978
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AEM LIMITED

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

10 Taxation . (Continued)

Factors that may affect the future tax charge

The standard rate of Corporation Tax in the UK reduced from 20% to 19% with effect from 1 April 2017.
Accordingly, the company'’s profits for this accounting period are taxed at a rate of 19%. The standard rate
will fall further to 17% with effect from 1 April 2020. The reduction to 17% was enacted in September 2016
and therefore deferred tax balances have been stated at a rate of 17%.

11 Dividends
2018 2017
£'000 £000
Ordinary dividend 7,883 4,850
12 Intangible fixed assets
’ Goodwill Licences, Total
patents and
knowhow
£'000 £'000 £'000
Cost
At 1 January 2018 and 31 December 2018 5,558 80 5,638
Amortisation and impairment
At 1 January 2018 1,889 53 1,942
Amortisation charged for the year 459 11 470
At 31 December 2018 2,348 64 2,412
Carrying amount
At 31 December 2018 3,210 16 3,226
At 31 December 2017 3,669 27 3,696
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AEM LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2018

13  Tangible fixed assets

Freehold land Short Plant and Fixtures, Motor vehicles Total
and buildings leasehold land machinery fittings &
and buildings equipment
£'000 £'000 £'000 £'000 £'000 £'000
Cost
At 1 January 2018 3,440 19 7,770 1,187 73 12,489
Transfer between categories (163) (17) 658 (641) 31 (132)
Additions - 31 92 120 35 278
Disposals - - (54) (29) (22) (105)
At 31 December 2018 3,277 33 8,466 637 117 12,530
Depreciation and impairment
At 1 January 2018 1,082 9 4,683 903 70 6,747
Transfer between categories (109) 9) 445 (465) 6 (132)
Depreciation charged in the '
year 80 1 563 63 20 727
Eliminated in respect of
disposals - - (54) (29) (22) (105)
At 31 December 2018 1,053 1 5,637 472 74 7,237
Carrying amount
At 31 December 2018 2,224 32 2,829 165 43 5,293
At 31 December 2017 2,358 10 3,087 284 3 5,742
Freehold land amounting to £267,000 (2017: £267,000) is not depreciated.
14 Stocks
2017
£'000
Raw materials and consumables 4101
Work in progress 551
Finished goods and goods for resale 274
4,926
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AEM LIMITED

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

15

16

17

18

Debtors

Amounts falling due within one year:

Trade debtors

Amount due from fellow subsidiary undertakings

Other debtors
Prepayments and accrued income

Deferred tax asset (note 19)

Creditors: amounts falling due within one year

Trade creditors

Amounts due to fellow subsidiary undertakings
Corporation tax payable

Taxation and social security

Other creditors

Accruals and deferred income

Creditors: amounts falling due after more than one year

Amounts due to fellow subsidiary undertakings
Provisions for liabilities

Warranty provision
Deferred tax liabilities

Movements on provisions apart from deferred tax liabilities:

Notes

19

2018
£'000

3,027

2018
£'000

2017
£'000

3,462
3,292
245
164

7,163

7,163

2017
£'000

2,887
1
956
167
237
440

4,698

2017
£'000

3,053

2017
£'000
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AEM LIMITED

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

(Continued)

18 Provisions for liabilities 2018 2017
£'000

At 1 January 2018 46
Increase in provision 13

At 31 December 2018 59

Provision has been made to meet customer warranty obligations that cover the past 12 months shipments
and outstanding claims. the balance will be utilised during 2018.

19 Deferred taxation

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

thereon:
Liabilities Liabilities Assets Assets
2018 2017 2018 2017
Balances: £'000 £'000 £'000 £'000
Decelerated capital allowances - 49 (35) -
Share based payment - (42) 42 -
Other timing differences - ) - -
- 5 7 -
2018
Movements in the year: £'000
Liability at 1 January 2018 - 5
Effect of origination differences taken to income statement (12)
Asset at 31 December 2018 (7)

The effect of future changes in tax rates is not considered to have a material effect on the deferred tax
balance.

The company expects deferred tax assets of £nil to reverse in 2019.
20 Retirement benefit schemes

The total costs charged to income in respect of defined contribution séhemes was £313,000 (2017:
£275,000).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

21

22

23

24

25

26

Share capital 2018 2017
£'000 £'000

Ordinary share capital

Allotted, issued and fully paid

3,000,001 Ordinary shares of £1 each 3,000 3,000
Share premium account

This reserve records the amount above the nominal value received for shares sold, less transaction costs.
Profit and loss reserves

This account includes all current and prior period retained profits and losses.

Financial commitments, guarantees and contingent liabilities

The company has issued bank guarantees to the value of £10,000 (2017: £7,000).

Operating lease commitments

At the reporting end date the company had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

2018 2017
£'000 £'000
Within one year 256 258
Between two and five years T 942 961
In over five years 1,321 1,553
2,519 2,772

Controlling party

The immediate parent company is AMETEK Aerospace and Defense Group UK Limited, a company
registered in England and Wales.The ultimate parent company is AMETEK Inc, a company incorporated in
the United States of America.

AMETEK Inc. prepares group financial statements which include the company and are the smallest and
largest consolidated accounts that the company is included in, copies of which can be obtained from P O
Box 36, 2 New Star Road, Leicester LE4 9JQ.
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