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EAST MIDLANDS INSTRUMENT COMPANY LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MAY 2018

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

Review of the business
The company is a wholly owned subsidiary of East Midlands Holdings Ltd.

The company’s principal activities are: the manufacture of electrical panels, wiring looms & kits at its head office
workshops; and electrical, control and instrumentation installations from feasibility through to commissioning on
customer premises. The company operates mainly in the UK and Ireland in the power generation, power
networks & rail industries. There have not been any significant changes in the company’s principal activities in
the year under review.

The company enjoys business with a wide range of Blue Chip customers examples are Mitsubishi, Siemens,
Drax Power, EDF and GE. Customers such as the above greatly assist in the long term prosperity of the
business, in terms of ‘on time payments’ giving good accuracy for cash flow and recurring orders allowing the
company to invest and plan with confidence.

The company delivers a significant portion of its works using its own highly experienced in house workforce. This
covers all aspects of delivery from design, through to installation, commissioning and post warranty support. In
the majority of cases the company uses its supply base to augment its in house capabilities for reasons of
capacity. Where supply lines are utilised, the company has long standing and well proven relationships with a
number of carefully chosen suppliers to allow the company the right options in optimising its delivery in terms of
risk management and profit optimisation.

As shown in the company’s income statement on page 7, the company’s sales have increased by 12% over the
prior period however profit after tax has fallen due to a large new build construction project having a major
overspend. This was the first project of this type the company has undertaken, and steps have been taken to
prevent re-occurrence. This includes increased risk assessment and a focus on the company’s core business
and capabilities in the future, targeting contracts in familiar market sectors which achieve higher margins.

The company expects tumover to decrease but profitability to return to normal levels over the next accounting
period and therefore an improvement in the statement of financial position in terms of net assets.

Risks and uncertainties

Competitive pressure in the UK is a continuing risk for the company, which could result in it losing sales to its key
customers. The company manages this risk by providing added value services to its customers, having fast
response times not only in supplying products but in handling all customer queries, and by maintaining strong
relationships with customers.

The company treats health and safety with the highest priority and implements a safety culture through all areas
achieving 1SO 14001:2015 & 1SO9001:2015 which is a recognised standard for Health & Safety, Environment
and Quality. This ensures the company is able to successfully qualify for larger contracts which have this
requirement.

Future developments

The directors are not aware, at the date of this report, of any likely major changes in the company’s activities in
the next year.

By order of the board

K P Bingham
Secretary




EAST MIDLANDS INSTRUMENT COMPANY LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MAY 2018

The directors present their annual report and financial statements for the year ended 31 May 2018.

Principal activities

The company's principal activities are the manufacture, maintenance and installation of electrical and instrument
control systems and assemblies, design engineering, commissioning and warranty cover typically for the power
generation, power netwaorks, rail transport and petrochemical industries.

Directors

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

E K Lovely

D S Bingham v (Resigned 6 July 2018)

M P Bingham (Resigned 31 July 2018)
K P-Bingham

K Hewling (Resigned 29 March 2018)
J Wilicock : (Resigned 31 May 2018)

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

Ordinary dividends were paid amounting to £160,672. The directors do not recommend payment of a final
dividend.

Qualifying third party indemnity provisions

The company has made qualifying third party indemnity provisions for the benefit of its directors during the year.
These provisions remain in force at the reporting date.

Auditor
RSM UK Audit LLP have indicated their willingness to be reappointed for another term and appropriate

arrangements have been put in place for them to be deemed reappointed as auditors in the absence of an
Annual General Meeting.

Strategic report

The company has chosen in accordance with Companies Act 2006, s. 414C(11) to set out in the company's
Strategic Report information required by Large and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008, Sch. 7 to be contained in the Directors' Report. It has done so in respect of future
developments.

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, each director has taken all the necessary
steps that they ought to have taken as a director in order to make themselves aware of all relevant audit
information and to establish that the company’s auditor is aware of that information.




EAST MIDLANDS INSTRUMENT COMPANY LIMITED

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

Going concern

At the year end the company had net current liabilities of £619,486 (2017 - net current assets of £322,722) and
made a loss for the year of £727,184 (2017 - profit of £198,891). The company expects turnover to decrease but
profitability to return to normal levels over the next accounting period and therefore an improvement in the
statement of financial position in terms of net assets. Having considered the company's working capital
requirements the directors have prepared cash flow forecasts. On the basis of these forecasts and considering
agreed banking facilities, the directors consider that the company will be able to meet its liabilities as they fall
due. The directors believe that it is therefore reasonable to prepare financial statements on a going concern
basis.

Financial instruments

Liquidity risk

The nature of the company’s business is such that most sales are either completed in a short period of time or
are of a bespoke nature where manufacture and/or installation takes place over a period of time. Where this is
the case stage payments appropriate to the period of manufacturefinstallation are arranged on a contract by
contract basis. As a general policy independent credit checks are regularly carried out on customers.

Occasionally individual contracts can be of such a size that the timing of stage payments can cause significant
variations in the level of funds.

The company is financed by a mixture of loans, overdraft and invoice discounting.

Management control and monitor the company’s cash flow on a regular basis, including forecasting future cash
flows.

Currency risk .
As the company does little business outside the UK, currency risk is not a significant issue in risk management.

Price risk

The company uses a range of suppliers for each area of provision to ensure that market prices for purchases are
achieved and also conducts various enquiry reviews prior to submission of quotes to ensure bids are
competitive. Management control and monitor the company’s cash flow on a regular basis, including forecasting
future cash flows.

Credit risk

The company mainly trades with long standing customers, the nature of these relationships assist management
in controlling its credit risk in addition to the existing credit management processes which includes monitoring
credit ratings and the issue of warning letters once accounts become overdue.

By order of the board

Kt
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EAST MIDLANDS INSTRUMENT COMPANY LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 MAY 2018

The directors are responsible for preparing the Strategic Report and 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;

» 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.




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF EAST MIDLANDS
INSTRUMENT COMPANY LIMITED

Opinion

We have audited the financial statements of East Midlands Instrument Company Limited (the ‘company') for the
year ended 31 May 2018 which comprise the Income Statement, the Statement of Financial Position, the
Statement of Changes in Equity and notes to the financial statements, 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 frue and fair view of the state of the company's affairs as at 31 May 2018 and of its loss for the year
then ended;
* have been properly prepared in accordance with 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 ISAs (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 authorised for issue.

Other information

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

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

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
» the information given in the 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.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF EAST MIDLANDS
INSTRUMENT COMPANY LIMITED (CONTINUED)

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 retumns; 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 intemal 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
concem basis of accounting unless the directors sither 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.

Rsm Uk Awdt cr

Daniel Varley (Senior Statutory Auditor)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

Central Square

5th Floor

29 Wellington Street

Leeds

LS14DL
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EAST MIDLANDS INSTRUMENT COMPANY LIMITED

INCOME STATEMENT

FOR THE YEAR ENDED 31 MAY 2018

Turnover
Cost of sales

Gross profit
Distribution costs
Administrative expenses
Other operating income

Operating (loss)/profit

Interest receivable and similar income
Interest payable and similar expenses

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

(Loss)/profit for the financial year

3

Notes

2018
£

12,708,676

(11,749,557)

960,119
(199,468)
(1,724,073)

81,268

(882,154)

(7,865)
(890,019)
162,835

(727,184)

2017
£

11,331,645

(9,244,936)

2,086,709

(212,939)
(1,710,054)
83,176

246,892

1
(13,884)

233,009

(34,118)

198,891




Company Registration No. 03196642
EAST MIDLANDS INSTRUMENT COMPANY LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 MAY 2018

2018 _ 2017

Notes £ £ £ £
Fixed assets
Tangible assets 11 580,825 595,851
Current assets
Stocks 12 531,011 426,120
Debtors 13 3,453,707 3,818,443
Cash at bank and in hand 1,049 1,034

3,985,767 4,245,597

Creditors: amounts falling due within
one year 14 (4,605,253) (3,922,875)
Net current (liabilities)/assets (619,486) 322,722
Total assets less current liabilities (38,661) 918,573
Creditors: amounts falling due after
more than one year 15 (25,554) " (26,264)
Provisions for liabilities 17 - (68.668)
Net (liabilities)/assets (64,215) 823,641
Capital and reserves
Called up share capital 20 150,000 160,000
Revaluation reserve 21 182,267 186,725
Profit and loss reserves 21 (396,482) 486,916
Total equity (64,215) 823,641

The financial statements were approved by the board of directors and authorised for issue on //6/}
and are signed on its behalf by:

K P Bingha
Director




EAST MIDLANDS INSTRUMENT COMPANY LIMITED

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

Notes
Balance at 1 June 2016

Year ended 31 May 2017:

Profit and total comprehensive income for the year
Dividends 10
Transfers

Balance at 31 May 2017

Year ended 31 May 2018:

Loss and total comprehensive income for the year
Dividends 10

Transfers

Balance at 31 May 2018

Share Revaluation Profit and Total
capital reserve loss
reserves

£ £ £ £

150,000 191,183 534,567 875,750

- - 198,891 198,891

- - (251,000) (251,000)

- (4,458) 4,458 -

150,000 186,725 486,916 823,641

- - (727,184) (727,184)

- - (160,672) (160,672)

- (4,458) 4,458 -

150,000 182,267 (396,482) (64,215)




EAST MIDLANDS INSTRUMENT COMPANY LIMITED

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

1 Accounting policies

Company information
East Midlands Instrument Company Limited ("the company®) is a private company limited by shares and is

registered and incorporated in England and Wales. The registered office is Laughton Lane, Morton,
Gainsborough, Lincolnshire, DN21 3ET.

The company's principal activities and nature of its operations are disclosed in the Directors' Report.

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 reguirements of the
Companies Act 2006.

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 £.

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

Reduced disclosures

In accordance with FRS 102, the company has taken advantage of the exemptions from the following
disclosure requirements;

 Section 7 'Statement of Cash Flows' — Presentation of a Statement of Cash Flow and related
notes and disclosures

¢ Section 11 ‘Basic Financial Instruments’ & Section 12 ‘Other Financial Instrument Issues’ -
Carrying amounts, interest income/expense and net gains/losses for each category of financial
instrument

* Section 33 'Related Party Disclosures’ — Compensation for key management personnel

The financial statements of the company are consolidated in the financial statements of EMIC Group
Limited. The consolidated financial statements of EMIC Group Limited are available from the Registrar of
Companies, Crown Way, Cardiff, CF14 3UZ.

Going concern

At the year end the company had net current liabilities of £619,486 (2017 - net current assets of £322,722)
and made a loss for the year of £727,184 (2017 - profit of £198,891). The company expects turnover to
decrease but profitability to retum to normal levels over the next accounting period and therefore an
improvement in the statement of financial position in terms of net assets. Having considered the company's
working capital requirements the directors have prepared cash flow forecasts. On the basis of these
forecasts and considering agreed banking facilities, the directors consider that the company will be able to

meet its liabilities as they fall due. The directors believe that it is therefore reasonable to prepare financial
statements on a going concem basis.

Turnover '

Tumover is recognised at the fair value of the consideration received or receivable for goods and services
provided in the normal course of business, and is shown net of VAT and other sales related taxes.

Turnover arising on short term maintenance is recognised on completion of works.

-10-



EAST MIDLANDS INSTRUMENT COMPANY LIMITED

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

1

Accounting policies (Continued)

Long term contracts are assessed on a contract by contract basis and reflected in the profit and loss
account by recording turnover and related costs as contract activity progresses. Turnover is ascertained in
a manner appropriate to the stage of completion of the contract, and credit taken for profit earned to date
when the outcome of the contract can be assessed with reasonable certainty. The stage of completion is
calculated by comparing costs incurred, mainly in reiation to contractual hourly staff rates and materials, as
a proportion of total costs. Where the outcome cannot be estimated reliably, tumover is recognised only to
the extent of the expenses recognised that are recoverable.

The amount by which turnover exceeds payments on accounts is classified as "gross amounts due from
contract customers” and included in debtors; to the extent that payments on account exceed relevant
turnover and long term contract balances, the excess is included as a creditor. The amount of long term
contracts, at cost net of amounts transferred to cost of sales, less provision for foreseeable losses and
payments on account not matched with turnover, is included within stocks.

Other income

Grant income

Income from government grants is recognised when the associated performance conditions are met and is
presented within other operating income.

Insurance claims receivable
Income from insurance claims relating to former directors who are on long-term sick is recognised over the
period the income relates to.

Tangible fixed assets

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

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

Freehold land and buildings 2% straight line basis
Plant and machinery 15% straight line basis
Fixtures, fittings and equipment ) 15% straight line basis

Freehold land is not depreciated.

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 foss.

Impairment of fixed assets

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

-1



EAST MIDLANDS INSTRUMENT COMPANY LIMITED

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

1

Accounting policies (Continued)

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 is estimated to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or
loss, unless the relevant assetis 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 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 in prior years. A reversal of an impairment loss is recognised immediately in profit
or loss, uniess the relevant asset is carried in at a revalued amount,.in which case the reversal of the
impairment loss is treated as arevaluation increase.

Stocks

Stocks and work in progress are stated at the lower of cost and estimated selling price less costs to
complete and sell.

Work in progress includes overheads appropriate to the stage of manufacture.

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 impaiment loss
in profit or loss. Reversals of impairment losses are also recognised in profit or loss.

Financial instruments

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 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 enforceabie right to set off the recognised amounts and there is an intention to setile on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include trade debtors, gross amounts owed by contract customers, amounts
owed by group undertakings and cash and bank balances, are initially measured at transaction price
including transaction costs ard are subsequently carried at amortised cost using the effective interest
method unless the arrangement constitutes a financing transaction, where the financial asset is meas ured
at the present value of the future receipts discounted at a market rate of interest.

-12-



EAST MIDLANDS INSTRUMENT COMPANY LIMITED

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

1 Accounting policies (Continued)

Impairment of financial assets
Financial assets 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. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset’s original effective interest rate. The
impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss.

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
control of the asset has transferred to another party that is able to sell the asset in its entirety to an
unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified acoordlng to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.

Basic financial liabliities

Basic financial liabilities, including trade and other creditors, bank foans and overdrafts and amounts due to
group undertakings, are initially recognised 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.

Debt instruments are subsequently carmried at amortised cost, using the effective interest rate method.

Derecognition of financial liabilities

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

Equity instruments

Equity instruments issued by the company are recorded at the fair value of proceeds received, net of direct
issue costs.

Taxation

The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax
assets are recognised when tax paid exceeds the tax payable.

Current and deferred tax is charged or credited to profit or loss, except when it relates to items charged or
credited to other comprehensive income or equity, when the tax follows the transaction or event it relates to
and is also charged or credited to other comprehensive income, or equity.

Current tax assets and current tax liabilities and deferred tax assets and deferred tax liabilities are offset, if
and only if, there is a legally enforceable right to set off the amounts and the entity intends either to settle
on the net basis or to realise the asset and settle the liability simultaneously.

-13-



- EAST MIDLANDS INSTRUMENT COMPANY LIMITED

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

1 Accounting policles (Continued)

Current tax is based on taxable profit for the year. Current tax assets and liabilities are measured ussing tax
rates that have been enacted or substantively enacted by the reporting date.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the @sset is
realised or the liability is settled based on tax rates that have been enacted or substantively enacte«d by the
reporting date. Deferred tax is not discounted.

Deferred tax liabilities are recognised in respect of all timing differences that exist at the reportimg date.
Timing differences are differences between taxable profits and total comprehensive income that arise from
the inclusion of income and expenses in tax assessments in different periods from their recognitioon in the
financial statements. Deferred tax assets are recognised only to the extent that it is probable that fthey will
be recovered by the reversal of deferred tax liabilities or other future taxable profits.

For assets measured using the revaluation model, deferred tax is measured using the tax rafes and
allowances that apply to the sale of the asset or property.

Employee benefits

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

The cost of any unused holiday entitiement is recognised in the period in which the employee’s :sevices
are received.

Retirement benefits

For defined contribution schemes the amount charged to profit or loss is the contributions payablle in the
year. Differences between contributions payable in the year and contributions actually paid are sthown as
either accruals or prepayments.

Leases

Rentals payable under operating leases, including any lease incentives received, are charged tos 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 leased asset are consLmed.

Government grants

Govermnment grants are recognised at the fair value of the asset received or receivable when there is
reasonable assurance that the grant conditions will be met and the grants will be received.

A grant that specifies performance conditions is recognised in income when the performance conditions
are met. Where a grant does not specify performance conditions it is recognised in income when the
praoceeds are received or receivable. A grant received before the recognition criteria are satisfied is
recognised as a liability.

Dividends
Dividends are recognised as liabilities once they are no longer at the discretion of the company.

-14 -



EAST MIDLANDS INSTRUMENT COMPANY LIMITED

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

2

Judgements and key sources of estimation uncertainty

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods. The directors do not consider there to be any key sources of judgement.

Carrying value of gross amounts owed by contract customers

The company makes. an estimate of the gross amounts owed by contract customers. In determmlng the
carrying value at the reporting date, the directors consider factors including the stage of completion and the
levels of costs to complete. See note 13 for the carrying value of gross amounts owed by contract
customers.

Turnover and other revenue

An analysis of the company's tumnover, all derived in the United Kingdom, is as follows:

2018 2017
£ £
Turnover analysed by class of business
Manufacture, maintenance and installation of electrical and instrument
control systems 12,709,676 11,331,645
2018 2017
£ £
Other revenue
Interest income - 1
Grants received 710 710
Insurance claims receivable 80,558 82,466

Employees

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

2018 2017

Number Number

Production staff 102 105
Administrative staff 17 . 17
119 122
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4 Employees (Continued)

Their aggregate remuneration comprised:

Wages and salaries
Social security costs
Pension costs

5 Directors’ remuneration

Remuneration for qualifying services
Company pension contributions to defined contribution schemes

2018 2017

£ £

4,573,883 4,304,914

473,605 442,397

90,946 94,193

5,138,434 4,841,504

2018 2017

£ £

377,670 360,208

40,563 39,589
418,233

399,795

The number of directors for whom retirement benefits are accruing under defined contribution schemes

amounted to 5 (2017 - 5).

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

Remuneration for qualifying services

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

Govermment grants

Fees payable to the company's auditor for the audit of the company's
financiat statements

Depreciation of owned tangible fixed assets
(Profit)floss on disposal of tangible fixed assets
Operating lease charges

2018 2017
£ £
98,009 87,653
2018 2017
£ £

(710) (710)
16,000 15,250
22,464 23,247
- 85
178,578

274,841
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7 Interest receivable and similar income

Interest income
Interest on bank deposits

8 Interest payable and similar expenses

Interest on bank overdrafts and loans

9  Taxation

Current tax

UK corporation tax on profits for the current period
Adjustments in respect of prior periods

Total current tax

Deferred tax

Origination and reversal of timing differences
Changes in tax rates

Total deferred tax

Total tax (credit)/charge

2018

2018
£

(43,233)

(43,233)

(119,602)

(119,602)

(162,835)

2017

—_

2017

43,233
(4.294)

38,939

The tax rate for the current period is lower than the prior period due to changes in the UK Corporation tax
rate which decreased from 20% to 19% from 1 April 2017. Deferred tax is provided for at 17% (2017 -

17%).
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10

Taxation (Continued)

The total tax (credit)/charge for the year included in the income statement can be reconciled to the (loss)/

profit before tax multiplied by the standard rate of tax as follows:

(Loss)/profit before taxation

Expected tax (credit)/charge based on the standard rate of corporation tax in

the UK of 19.00% (2017: 19.83%)

Tax effect of expenses that are not deductible in determining taxable profit

Tax effect of income not taxable in determining taxable profit
Unutilised tax losses carried forward

Adjustments in respect of prior years

Effect of change in corporation tax rate

Group relief

Fixed asset differences

Adjustment to brought forward values

Deferred tax not recognised

Other permanent differences

Taxation (credit)/charge for the year

Dividends
2018
per share
Ordinary shares
Final paid -
Interim paid 1.07
1.07

2017
per share

0.48
1.20

2018
£

(890,019)

(169,104)
435

(135)
41,418

(43,233)
14,071

2,014
(8,346)

45

(162,835)

2018
£

160,672

1.68

160,672

2017
£

233,009

2017
£

71,333
179,667

251,000

The company identified an expected loss on a significant contract in February 2018. As a result, as at
February 2018, the directors considered that the company no longer has distributable reserves and ceased
to declare dividends. Prior to the identification of these expected losses, the directors relied on
management accounts showing sufficient distributable reserves to support the level of distribution before

February 2018.
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1"

Tangible fixed assets :
Freehold land Plant and Fixtures, Total

and buitdings machinery fittings and
equipment
£ £ £ £
Cost or valuation
At 1 June 2017 600,000 184,449 140,700 925,149
Additions - 7,438 - 7,438
At 31 May 2018 600,000 191,887 140,700 932,587
Depreciation and impairment
At 1 June 2017 31,800 161,947 135,551 329,298
Depreciation charged in the year 10,600 8,619 3,245 22,464
At 31 May 2018 42,400 170,566 138,796 351,762
Carrying amount
At 31 May 2018 557,600 21,321 1,904 580,825
At 31 May 2017 568,200 22,502 5,149 595,851

Land and buildings with a carrying amount of £557,600 at 31 May 2018 were revalued at 20 October 2014
by PPH Commercial, Chartered Surveryors, independent valuers not connected with the company on the
basis of market value. The valuation conforms to International Valuation Standards and was based on
recent market transactions on arm's length terms for similar properties.

The company has elected to use the previous UK GAAP valuation of the freehold land and buildings as
the deemed cost on transition to FRS 102. The items are being depreciated from the date of transition (1
June 2014) in accordance with the company’s accounting policies.

If revalued assets were stated on an historical cost basis rather than a fair vaiue basis, the total amounts
included would have been as follows:

2018 2017

£
Cost 658,758 558,758
Accumulated depreciation (234,021) (222,846)
Carrying value 324,737 335,912

“ Included within freehold land and buildings is £60,000 of land which is not depreciated.

The bank has a fixed and floating charge over the assets of the company as security on the loans detailed
in note 16.
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12 Stocks

Raw materials and consumables
Work in progress

13 Debtors
Amounts falling due within one year:

Trade debtors

Gross amounts owed by contract customers
Corporation tax recoverable

Amounts owed by group undertakings
Prepayments and accrued income

Deferred tax asset (note 18)

14 Creditors: amounts falling due within one year

Bank loans and overdrafts
Payments received on account
Trade creditors

Amounts due to group undertakings
Corporation tax

Other taxation and social security
Other creditors

Accruals and deferred income

15 Creditors: amounts falling due after more than one year

Other creditors

2018 2017

£ £

166,871 196,837
364,140 229,283
531,011 426,120
2018 2017

£ £
1,613,767 1,940,394
1,342,031 1,664,440
43,233 -
392,701 196,000
11,041 17,609
3,402,773 3,818,443
50,934 -
3,453,707 3,818,443
2018 2017
Notes £ £
16 1,197,444 1,445,245
189,458 164,360
1,912,261 1,385,723
517,424 359,551

- 43,233

671,449 410,590
1,010 1,010
116,207 113,163
4,605,253 3,922,875
2018 2017

£ £

25,554 26,264
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16

17

18

Borrowings
2018 2017
£ £
Bank loans 1,197,444 1,339,032
Bank overdrafts - 106,213

{

1,197,444 1,445,245
Payable within one year 1,197,444 1,445,245

The bank has a fixed and floating charge over the assets of the company as security on the loans.

Included in bank loans are amounts totalling £1,197 444 (2017 - £1,319,064) secured against debt to
which invoice finance facilities relate.

Provisions for liabilities

2018 2017
Notes £ £

Deferred tax liabilities 18 - 68,668

Deferred taxation

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:

Liabilities/ Liabilities/

(Assets) (Assets)

2018 2017

Balances: £ £

Accelerated capital allowances 61,546 69,132

Tax losses (110,752) -

Short term timing differences (1,728) (464)
(50,934) 68,668

2018

Movements in the year: £

Liability at 1 June 2017 68,668

Credit to profit or loss (119,602)

Liability/(Asset) at 31 May 2018 (50,934)
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20

21

22

Retirement benefit schemes

2018 2017
Defined contribution schemes . £ £
Charge to profit or loss in respect of defined contribution schemes 80,946 94,193

The company operates a defined contribution pension scheme for all qualifying employees. The assets of
the scheme are held separately from those of the company in an independently administered fund.

At the year end contributions of £10,164 (2017 - £3,000) were outstanding and are included in accruals.

Share capital
2018 2017
£
Ordinary share capital
Issued and fully paid
150,000 Ordinary shares of £1 each 150,000 150,000
150,000 150,000
Ordinary share rights

The company's ordinary shares, which carry no right to fixed income, each carry the right to one vote at
general meetings of the company.

Reserves
Revaluation reserve
The cumulative revaluation gains and losses in respect of land and buildings, except revaluation gains and

losses recognised in profit or loss.

Profit and loss reserves
Cumulative profit and loss net of distributions to owners.

Operating lease commitments
Lessee
Operating lease payments represent rentals payable by the company for certain of its properties, motor

vehicles and plant and machinery. Leases are negotiated for an average term of 4 years.

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

£ £

Within one year 108,397 140,191
Between one and five years 149,652 175,450
258,049 315,641
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24

Financial commitments, guarantees and contingent liabilities

The company has given a cross guarantee in favour of Yorkshire Bank in respect of all monies owing by
East Midlands Holdings Limited. There is no further liability arising as a result of this cross guarantee at the
year end. :

Controlling party

By virtue of its 100% shareholding in the company, East Midlands Holdings Limited, a company registered
in England, is considered to be the immediate parent company.

By virtue of its 100% shareholding in the East Midlands Holdings Limited, EMIC Group Limited, a company
registered in England, is considered to be the ultimate parent company.

The smallest and largest group for which consolidated financial statements are prepared is that headed by
EMIC Group Limited. Copies of EMIC Group Limited financial statements are available from the Registrar
of Companies, Crown Way, Cardiff, CF14 3UZ.
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