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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 29 SEPTEMBER 2019

The directors preseat their strategic report on the affairs of the company, together with the financial statements, directors’
report and auditor's report, for the year ended 29 September 2019,

The directors, in preparing this strategic report, have complied with 8414c of the Companics Act 2006.

Business review and future developments
The principal activity of the company continued to be that of the design, mamufacture and supplyofdlakbmkzproducts.

The majority of the company’s products are exported to Europe and beyond. The largest customer of the business is
Volvo, with whom a long-term supply agreement is in place through to 2023. Product development has continued to be
directed towards the customer and market focus of efficiency with the primary alm of weight reduction.

The turnover for the year ended 29 September 2019 was £148,265,000 (2018: £143,619,000), the increase was largely
driven by and increase in volumes and exchange rate benefits. _

The net asgets of the company as at 29 September 2019 were £150,489,000, an increase of £653,000 from the prior year
owing to the actuarial gain on the company's defined benefit pension scheme of £9,000,000 offset by the loss for the year
of £6,817,000,

The company's averege headcount remained consistent with the prior year at 472 (2018: 471). Investment in the
forward-looking aspeots of the business such as research and development and business development were maintained.

The company continues to invest in the business and the remodelling of the site has continued which has resulted in &
significant improvement in both appearence and layout of the company’s site. The remodelling work is nearing
completion and the final element of the works are expected to be completed by 2020. In addition, the company continues
to invest in the latest technologies in both assembly and machining equipment and toward the end of the financial year
launched a new manufacturing line which will improve manufacturing efficiency enabling the company to reduce costs,
and significantly improve both manufacturing and engineering technology and standards,

The company has, and continues to, operate with the continued uncertainty surrounding Brexit. The company established
a Brexit Steering Committee which meets regularly to review developments surrounding Brexit and its impact on
customers, suppliers and employees and consults regularly with these stakeholders to appropriately mansge and address
any identified risks. The UK was originally expected to leave the EU on 31 March 2019 and working with our major
customers and suppliers we undertook a build progremme to ensure suppliers had a suitable level of inventory buffer
ehead of 31 March to ensure any disruptions caused as a result of the UK's exit from the BU wes minimised. Whilst the
UK did not ultimetely leave on 31 Merch, the director’s continue to monitor future developments in relation to Brexit
and believe that the appropriate measures established place the company in a suitable position to respond sppropriately
to the UKs eventual exit from the EU.

The directors are not aware of any other future developments which are likely to have a direct material impact on the
nature of the business or the results of its operations.

Principal risks and uncertainties
The company’s sales are largely dependent on one customer, Volvo, however a long-term supply agreement has been
signed through to 2023.

The company is also involved in several bids for business with other major customers, aimed at both expanding the
business profitably and further mitigating this risk in the long term. During the financial year the company announced ft
was entering an agreement to supply air disc brakes to Schmitz Cargobull AG, @ manufacturer of semitrailers, trailers
and truck bodies, beginning in 2021.

The majority of sales are to customers in the EU and therefare the result of the UK referendum to leave the EU does
create uncestainty in both the exchange rate and the possible risk of trade tariffs, At this point it is not possible to predict

the impact on the company.




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 29 SEPTEMBER 2019

A significant proportion of the company’s sales are made in Euros and the company is therefore exposed to the
movement in exchange rates. To offset this risk e major part of the company's material purchases are also mede in these
currencies. When significant foreign exchange exposure is identified, the company has access via its ultimate parent
company’s corporate treasury function to foreign exchange forward contracts, The hedging of such exposures through
foreign exchange forward contracts is menaged centrally by Meritor, Inc. on a group basis. The company does not enter
into forward foreign currency contrects itself; fellow Meritor, Inc. group companies enter imo these contracts directly on
the instruction of corporate treasury. Gains or losses arising are subsequently allocated to the company by Meritor, Inc.
es appropriate and arc included as either a cost of sales or an administrative cost depending on the substance of the
underlying transaction. .

An environmental study was completed during 2014 at the company’s principel facility at Grange Roed, Cwmbran, The
findings indiceted that a number of recognised environmental conditions were present at parts of the site. A remediation
plan has been agreed by the directors, the local authority and the Welsh Environment Agency and is now underway.
There is inherent uncertainty over the timing and amounts required to complete the remedietion plan.

Key performance indlcators '
The company’s key performance indicators (KPIs), which are used by mansgement and the boerd in monitoring the
pesformance of the company are as follows:

etric 2018 U 2016[Qualitative analysls |
%ﬁlm Outstanding 52.8 59 433 36.5Reduction reflects improved
rollection activities
Days Payable - 57 X 73.5[lmproved performance on prior years but
the 57 days is now consistent with the
majarity of our payment terms
nventory Days 13 15 i 9 Bfinventory days 1a Groedly consistent with

e growth in revenue reflects increas
lumes and the benefit of favourable
Ruro to GBP rates

ﬁi'evenm 148,265] 143,619 119,982

Approved by the board and signed on its behalf by




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 29 SEPTEMBER 2019

The directors present their annual report and financial stetements for the year ended 29 September 2019,
A fair review of the business and discussion of principal risks and uncertaintics is covered in the strategic report.

Directors
The directors who served throughout the year and thereafter were as follows:

Mr H James

Mr A Nicol (Resigned 3 February 2020)
Mr J Ramos

Mr T Scipioni ’

Mr K Hogan (Appointed 3 February 2020)

Results and dividends
The results for the year are st out on page 11.

No ordinary dividends were paid. The directors do not recommend payment of a final dividend (2018 - nil).

Qualifying third party indemnity provisions

The company has made qualifying third party indemnity provisions for the benefit of its directors during the year. Theae
provigions remain in force at the reporting date. These provisions applied to directors of parent and subsidiary entities
also.

Financisl risk management objectives and policies

The Company's activities expose it to a number of finencial risks including credit risk, cash flow risk and liquidity risk.
Metitor Heavy Vehicle Braking Systems (UK) Limited is part of the Meritor Inc. group (“the Group”) and the use of
financial derivatives ia governed by the Group's policies which provide written policies on the use of financlal
derivatives to manage these risks. Derivative financial instruments are not used for speculative purposes.

Liquidity risk

The Company is part of the Group’s cash pooling scheme which ensures sufficient funds are available to maintain
liquidity. Further details regarding liquidity risk can be found in the Statement of accounting policies in the financial
statements.

Cash flow risk
The Company’s activities expose it to the risks of changes in forelgn currency exchange rates. The Group uses foreign
exchange forward contracts to hedge these exposures.

Credit risk

The Company's principal financial assets erc trade and other reccivables. The Company’s credit risk is primarily
attributable to its trade receivables. The amounts presented in the balance sheet are net of allowances for doubtful
receivables. An allowance for impairment is made where there is an identified loss event which, based on previous
experience, is evidence of a reduction in tho recoverability of the cash flows.

The Company is exposed to credit risk on its largest customer however the exposure is actively managed through the use
of appropriate credit limits and debt factoring. :

Regearch and development
The company has continued to invest in research and development of new and enhanced product designs. See note 4 for

amounts of expenditure mcwurred in the year.

-3-




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 29 SEPTEMBER 2019

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the
applicant concerned. In the wemofmembmofmﬂ‘becomlngdisablod. wmmnlsmmwmmmnmk
employment within the company continucs end that the appropriate training is arranged. It is the policy of the company
that the training, career development and promotion ofdisabledperwns should, as fur as possible, be identical to that of
other employees.

Employee fnvolvement
The company’s policy is to consult and discuss with employees, through unions, staff councils end af meegings, matters
likely to affect employees' interests.

Information about mstters of concern 1o employees is given through information bulletins and reports which seek to
achieve a common awareness on the part of all employees of the financial and econamic factars affecting the company's
performance.

Employee participation

The Company is part of the wider Meritor Inc. Group and is therefore party to Group wide policies on procedures with
regard employee participation. Both the Compary and the wider Group is committed to investing heavily in it's people
and it is one of the key pillars of our M2022 strategy ensuring we have engaged, results-driven teams.

The Company is committed to recruiting, developing and retaining a high-performance and diverse workforce through
strategic pertnerships and collaboration within the business. The goal is to maximise individual end organizational

potential within the workforce.

Both the Company and the Group recognise the need to communicate regularly and effectively with employees at all
levels and this is conducted at both a Group and Company level.

Group communications include, but are not limited to:

Quarterly All Employee meetings
All employees are invited to a quarterly meeting where the group CEO end CFO, together with other members of the

senior leadership of the Group provide an update on the group covering items such as financiel and operational
performance, new business wins, strategic update and employee engagement. In addition to being streamed live, these
quarterly meetings are available to employess on our intranet site, Bulletin. In addition, on an annual basis this mecting
is used to communicate to all employees the annual financial results of the group and how these compare to our stated
targets and ultimately on the annual bonus % which all employees are eligible ta receive.

All Employee emails

All employee emails are regularly distributed and cover a wide ranging number of matters including organisational
changes, strategic announcements, employee initiatives, industry and company news. This information is also available
on our intranet site, Bulletin.

Bulletin
This is the group's intranet site and is available to all employees and covers a wide range of areas including information

about the group, employee development portals, and company and industry news. The intranet also provides access to a
wide array of employee cngagement and development tools such as e-learning, carcer opportumities, employee
development, employee respurces and emplayee discounts.

In addition to the Group communications, those employees who are employed by the Company also receive additional
communications including:

Quarterly oll employee newsletters
These ell employeo newsletters provide updates from each of the key functions within the Company including an update

on the trading position of the compary.




DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 29 SEPTEMBER 2019

Emplayee bulletin boards

These boards are used to provide information to employees, particularly those operating on the factory floor and with
limited access to the intranct. These cover a wide range of ercas including operational and financial performance,
employee updates together with any employee vacancies and training.

Trade Union .
All employees below management are part of the Trade Union which meets regularly with local leadership to ensure any
employee views are considered as part of local decision making including items such as remuneration, working

conditions and any other employee related matters.

Climate change
The directors’ recognise the impact large international manufacturing businesses have on the climate and the increasing
need to assess and indeed address this. Whilst no formal policies or procedures exist with this regard the directors’ have
identified key components of the business which could impact climate change including:

+ Transportation of components from suppliers used in the manufacture of the Company's goods and the

transportation of finished goods to end customers using both road, sea and freight
+ Energy usage during the manufacture of goods and within the administrative offices
¢ Carbon emissions arlsing from employees travelling both domestically end internationally

The directors’ have taken steps to address these matters and will continue to do so in the fisture including:
» Optimising the utilisstion of hauliers to limit the number of deliverics required both in terms of supplies
received and shipped. In addition, the company secks to minimise the use of air freight
¢ Use of modem technology such as motion sensor lighting to reduce energy usage
» Work with responsible utility providers
«- Provision of modern technology such as video calling, webex and skype to reduce the requirement for frequent
international and domestic air trave!

The directors’ recognise that this is a continually evolving erea and the Company 1s committed to ensuring it responds
appropriately to climate risk.

Future developments
Future developments are discussed in the Stretegic Report.

Anditor
Deloitte LLP are deemed to be reappointed as the company's auditor 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 heve taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant audit
information end to esteblish that the company’s auditor is aware of that information, This confirmation is given and
should be interpreted in accordance with the provisions of 8418 of the Companies Act 2006.




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 29 SEPTEMBER 2019

Going concern

The world is in the midst of a global pandemic and the impact of the 2019 Coronavirus (COVID-19) is far reaching.
Whilst not relevant for the year ended 30 September 2019, the impact of COVID-19 is being in felt in the second half of
FY2020. As a responsible business, we are continually considering the impact of COVID-19 with particular regard to our
customers, suppliers and employees and on 31 March, production in our UK plant together with e number of Meritor’s
other manufacturing plants globally was temporarily halted s a number of major OEMS temporarily suspended theu-
operations which invariably had en impact on demand.

In order to address this significant downturn in activity the business toock a number of actions to limit the impact on the
business whilst safeguarding both the livelihoods and sefety of its employees including:

¢ Furloughed all manufacturing staff and the majority of back office staff throughout April and May

« Furloughed staff would receive $0% salary with 80% (subject to the scheme [imits) reclaimed from the UK

government’s Coronavirus Job Retention Scheme (CJRS)
» Scnior management have taken a temporary 10% voluntary pay reduction
+ Site opcrations have been reduced to a minimwn to enable utility costs during the closure period to be
minimised.

The busincss recognizes that the truck industry is a vital component of the global economy ensuring food, medical and
other relevant supplics are delivered in a timely manner and the need therefore for ensuring trucks are on the road and
continue to be manufactured is vital and production at our UK site restarted on 27 April albeit at a lower level.
Production has gredually ramped up since and based on customer demand is now at pre Covid-19 levels and our
workforce how now returned from furfough.
More recently, the business has completed a recapitalization exercise issuing £37.8m of ordinary shares in exchange for
cash which was used to scitle intercompany cash pooling balences. The company continues to have access to the cash
pooling fecility.
Based on the initial actions taken to protect ths business, the recent recapitalization of the business, the resumption of
manufacturing the directors together with the forecasts and sensitivities prepared through September 2021 and the
availability of parent company support up to £20m arc satisfied that the company cen continue treding for at least 12
months from the date of signing the financial statements and settle all financial liabilities as they fall due. In addition, the
company is part of the wider Meritor, Inc. group which has cash and financing resources available to it exceeding

$9500m.
Approved by the board end signed on its behalf by

MrH James

Director

.........................




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 29 SEPTEMBER 2019

The directors are responsible for preparing the annual report and the financial statements in accordence with applicable
law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directora
have elected to prepare the financial statements in sccordance with United Kingdom Generally Accepted Accounting
Practice (United Klngdnm Accounting Stendards and applicable law) including FRS 102 "The Financial Reporting
Standard applicable in the UK and Republic of Ireland”. Under company law the directors must not approve the financial
statements unlcssdteymsamﬁedthatﬂwygiveau'ue and falr view of the state of affuirs 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:

s select suitable accounting policies and then apply them consistently;

* make judgements and accounting estimates that are reasonable and prudent;

« gtate whether applicable UK Accowmting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

» prepare the financial statements on the going concern basis unless it is nnpmpnatztopresmnethntﬁ:e
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 et eny time the financial position of the company and
enable them to ensure that the financial statements comply with the Compenies 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.

.7




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBER OF MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

Report on the audit of the financial statements

Opinion v
In our opinion the financial statements of Meritor Heavy Vehicle Braking Systems (UK) Limited (the ‘company'):

*» give a true and fair view of ths state of the company's affairs as at 29 September 2019 and of its loss for the
year then ended; ,

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland™; and

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

We have sudited the financial stetements which comprise:
« the profit and loss account;
* the statement of comprehensive income;
* the balance sheet;
« the statement of changes in equity; and
« the related notes 1 to 27.

The financial reporting framework that has been spplied in their preparation is applicable law and United Kingdom
Accounting Standerds, including Financial Reporting Standard 102 ““The Financiel Reporting Standard appliceble in the
UK end Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

Basts for opinfon

We conducted our audit in accordance with Internationel Stendards on Auditing (UK) (ISAs(UK)) and applicable law.
Our responsibilitics 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 requircments that are relevant to our andit of the
finencial statements in the UK, including the Financial Reporting Council's (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 eppropriate to provide a basis for our opinion. ' ,

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:
+ the directors’ use of the going cancem basis of accounting in preparation of the financial statements is not
appropriate; or
» the directors have not disclosed in the financial statements any jdentified material uncertaintios thet msy 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 stetements are authorised for issue.

'We have nothing to report in respect of these matters,

Otber information

The directors are responsible for the other information. The other information comprises the information included in the
snnusl report, other than the financial statements and our esuditor’s report thereon. Our opinion on the financial
stetements doas 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 audht of the financial statements, our responsibility is to read the other information and, in doing
8o, 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 8 material misstatement in the financial
statements or a meterial misstatement of the other information. If, based on the work we have performed, we conclude
that there is 8 material misstatement of this other information, we are required to report that fact.

We have nothing to report in respect of these matters.




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsibie 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 nocessary to enable the preparation of financial statements that are free from materisl
misstatement, whether duc to fraud or error.

In preparing the financial statements, the directors are responsible for asseasing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concem and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no reelistic
alternative but to do so.

Aunditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as & whole arc frec from
meterial misstatement, whether due to fraud or emor, 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 infleence the economic
decisions of users taken on the basis of these financial statements,

Aﬁmmmofwmpmm‘bﬂiwﬁwdwmdnofﬁwﬂnamlalmmmwlocmdonﬂueI-’RC’swebsiteat
iitorarespons ps. This description forms part of our auditor’s report.

Report on other legal and regulatory requirements

Opinions on other matters preseribed 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 financiel year for which the
financial statements are preparcd is consistent with the financial statements; and
 the strategic report and the directors’ report have been prepared in eccordmnce with applicable legal
requirements,

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

- Matters on which we are required to report by exeeption

Under the Companios Act 2006 we are required to report in respect of the following matters if, in our opinjon:
» adequate sccounting records have not been kept, or retans adaquate for our andit have not been received from
branchea not visited by us; or
+ the financial statements are not in agroement with the sccounting records and returns; or
+ certain disclosures of directors’ remuncration specified by law are not made; or
+ we have not received all the information and explanations we require for our audit,

We have nothing to report in respect of these matters.




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

Use of our report

This report is made solely to the company's member, in accordance with Chepter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might state to the company’s member those matters we are
required to state to it in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do not
aocept or assume responsibility to enyone other than the company and the company’s member, for our eudit work, for
this report, or for the opinions we have formed. _

‘BM&&Q H <At L

David Hedditch (Senior Statutory Aunditer)

for and on behalf of Deloitte LLP e
Statutory Auditor Cardiff
United Kingdom
28 September 2020

Date ....oveiivminenenis
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 29 SEPTEMBER 2019

Notes
Tarnover 3
Cost of sales
Gross profit
Distribution costs
Administrative expenses
Other operating income
Openrating loss 4
Interest receivable and similar income 8
Interest payeble and similar expenses 9
Loss before taxation
Tax on loss 10
Loss for the financial year

The Profit and Loss Account has been prepared on the basis that all operations are continuing operations.

2019
£000

148,265
(140,020)

8,245

(2,648)
(17,323)
673

(11,053)

3,200
@on

(8,260)

1,443

6.817)

2018
£ 000

143,619
(134,178)

9,441

- (2,643)

(16,289)
665

(8,826)

2,800
(234)

(6,260)

2,543

(3,717)

91~




MERITOR HEAYY YEHICLE BRAKING SYSTEMS (UK) LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 29 SEPTEMBER 2019

2019
Notes £ 000
Losa for the year | (6.817)
Other comprehensive meome '
Actuarial gain on defined benefit pension schemes 21 9,000
Tax releting to ather comprehensive income 10 (1,530)
Other comprehensive ineome for the year 7,470
Total comprehensive income for the year 653

2018
£000

-12-




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

AS AT 29 SEPTEMBER 2019
2019 2018
Notes £ 000 £000 £0600 £000
Fixed assets ’
Intangible assots ' 11 1,728 2,439
Tengible assets 12 30,869 30,138
Investments 13 3 3
32,600 32,580
Current assets
Stocks 15 5,253 5,404
Debtors 16 45,377 48,046
Cash at bank and in hand - 53
50,630 53,503
Creditors: amonnts falling due within one
year 17 (49,408) (46,716)
Net current assets 1,222 6,787
Total assets less curvent liahilities 33,822 39,367
Creditors: amounts falling due after more
than one year 18 (170) (210)
Provisions for Labilities 20 (3,063) (5,121)
Net assets excluding pension surplus 30,589 34,036
Defined benefit pension surplus 21 119,900 115,800
Net assets 150,489 149,836
Capital and reserves '
Called up share capital 13 247,241 247,241
Share premium account 1,887 1,887
Profit and loss reserves ' (98,639) _ (99,292)
Total equity 150,489 149,836

signed on its behalf by:

A{YTTPIYTIIN

MrH James
Director

Company Registration No. 03640941

-13-




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 29 SEPTEMBER 2019

Balance at 1 October 2017

Year ended 30 September 2018:

Loss for the ycar

Other comprehensive income:

Actuarial gains on defined benefit plans
Tax relating to other comprehensive income

Total comprehensive income for the year
Balance at 30 September 2018

Year ended 29 September 2019:

Loss for the year

Other comprehensive income:

Actuaria] gains on defined benefit plans
Tax relating to other comprehensive income
Total comprehensive income for the year

Balance at 29 September 2019

Share capital Share Profitand Total
premium loss reserves
acconnt

Notes £ 000 £000 £080 £ 000
247,241 1,887 (109,519) 139,608
- e (3 -71 7) (3:7 1 7)

21 - - 16,800 16,800
- - (2,856) (2,856)

- - . 10227 10,227

247,41 1,887 (99,292) 149,836
- - {6,817) 6,817

21 - - 9,000 9,000
- - (1,530) (1,530)

. - 653 653

247,241 1,887 (98,639) 150,489

- 14-




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 29 SEPTEMBER 2019

11

Accounting policies

Company information

- Meritor Heavy Vehicle Braking Systems (UK) Limited is @ private company limited by shares registered in

England and Wales. The registered office is 3 More London Riverside, London, United Kingdom, SE1 2AQ. The
principal activity of the company is stated in the strategic report (page 1).

Accounting convention
These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ircland” (“FRS 102”) and the requirements of the Companies Act 2006,

The financial statements arc 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.

This company is a qualifying entity for the purposes of FRS 102, being & member of a group where the parent of
that group preparcs publicly available consolidated financiel statements, inchuding this company, which are
intended to give a true and falr view of the assets, liabilities, financial position and profit or lass of the group. The
company has therefore taken edvantage of exemptions from the following disclosure requirements:

* Section 4 ‘Stetement of Financial Position’ - Reconciliation of the opening end closing number of shares;

» Section 7 ‘Statement of Cash Flows’ — Presentation of a stateruent of cash flow and related notes and
disclosures;

+ Section 11 ‘Basic Financial Instruments' and Section 12 ‘Other Financigl Instrument Issues’ — Camying
amounts, intcrest income/expense and net gains/losses for each category of financial instrument; basis of
determining fair values; detalls of collateral, loan defaults or breaches, details of hedges, hedging fair
value changes recognised in profit or loss and in other comprehensive income;

* Section 26 ‘Share based Payment’ — Share-based payment expense charged to profit or loss, reconciliation
of opening and closing mumber and weighted average exercise price of share options, how the fair value
of options granted was measured, measurement and carrying amount of liabilities for cash-settled share-
based payments, explanation of modifications to errangements;

+ Section 33 ‘Releted Party Disclosires' — Compensation for key management personnel and other releted
party transactions.

The financlal statements of the company are consolidated in the finencial statcments of Meritar Inc, These
cansolidated financial statements are available from its registered office, 2135 West Maple Road, Troy, Michigan,
48084-7186 USA.

The company has taken the exemption provided by Section 401 of the Companies Act 2006 and has not prepared
consolidated accounts on the basis that the company is included in the consolidated financial statements of e larger
group and those consolidated accounts meet the criteria set out in section 401 (2) of the act. These financial
statements therefore present information about the company as en individual undertaking and not about its group.

The compeny's mountmg reference date is 30 September; the company has taken advantage of the provisions of
the Companies Act 2006 (3390(2b)) so that its actual financial year end wes 29 September (2018: 30 September).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 29 SEPTEMBER 2019

1.2

13

Accounting policies (Continaed)

Going concern :
The world is in the midst of a global pandemic and the impact of the 2019 Coronavirus (COVID-19) is far
reaching. Whilst not relevant for the year ended 30 September 2019, the impact of COVID-19 ig being in felt in the
second half of FY2020. As a responsible business, we are continually considering the impact of COVID-19 with
particular regard to our customers, suppliers and employees and on 31 March, production in our UK plant together
with 2 number of Meritor’s other manufacturing plants globally was temporarily halted as a number of mejor
OEMS temporarily suspended their operations which invariably had an impact on demand.

In order to address this significant downturn in ectivity the business took a number of sctions to limit the impact
on the buziness whilst safeguarding both the livelihoods and safety of its employees including:
» Furloughed all mamufacturing staff and the majority of back office staff throughout April and May
» Furloughed steff would receive 90% salary with 80% (subject to the scheme limits) recleimed from the
UK government’s Coronavirus Job Retention Scheme (CJRS)
» Senior management have taken a temporary 10% voluntary pay reduction
+ Site operations have been reduced to & minimum to enable utility costs during the closure period to be
minimised
The business recognizes that the truck industry is a vital component of the global economy ensuring food, medical
and other relevant supplies are delivered in a timely manner and the need therefore for ensuring trucks are on the
road and continus to be manufactured is vitel and production at our UK site restarted on 27 April albeit at e lower
level. Production has gradually ramped up since and based on customer demand is now at pre Covid-19 levels and
our workforce how now retumed from furlough.

More recently, the business has completed a recepitalization exercise issuing £37.8m of ordinary shares in
exchenge for cash which was used to settle intercompany cash pooling balances. The company continues to have
access to the cash pooling facility.

Based on the initial actions taken to protect the business, the recent recapitalization of the business, the resumption
of mamufacturing the directors together with the forecasts and sensitivities prepared through September 2021 and
the availability of parent company support up to £20m are satisfied that the company can continue trading for at
least 12 months from the date of signing the financial statements and settle all financial liabilities as they fall due.
In addition, the company is part of the wider Meritor, Inc. group which has cash and fmancing resources available
10 it exceeding $900m.

Tornover .

Turnover is recognised at the fair value of the consideration received or recelvable for gaods and services provided
in the normal course of business, and is shown net of VAT and other sales related taxes. The fair valus of
consideration tekes into account trade discounts, settiement discounts and volume rebates.

When cash inflows are deferred and represent a financing arrangement, the fair value of the consideration is the
present value of the future receipts. The difference between the fair velue of the consideration and the nominal

amount received is recognised as interest income.

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer (usually on dispatch of the goods), the amount of revenue can be measured reliably, it is.
probable that the economic benefits associated with the transaction will flow to the entity and the costs incurred or
to be incurred in respect of the transaction can be measured reliably.

Revenue from contracts for the provision of professional services is recognised by reference to the stage of
completion when the stage of completion, costs incurred and costs to complete can be estimated reliably. The stage
of completion {s calculated by comparing costs incurred, mainly in relation to contractual hourly steff rates and
materials, as a proportion of total casts. Where the outcome cannot be estimated reliably, revenus is recognised
only to the extent of the expenses recognised that it is probable will be recovered.
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14

1.8

1.6

1.7

Accounting policies v (Continued)

Research and development expenditure
Research expenditure Is written off against profits in the year in which it is incurred. [dentifisble development
expenditure is capitalised to the extent thet the technical, commerciel and financial feasibility can be demonstrated.

Intangible fixed assets other than goodwill
Intangible assets acquired separately from a business are recognised at cost and are subsequently measured at cost
less eccurmulated amortisation and accumulated impairment losses.

Intangible assets acquired on business combinations are recognised separately from goodwill at the ecquisition
date where it is probable that the expeoted fiture economic benefits that are attributable to the asset will flow to the

ontity and the fair value of the asset can be measured relinbly.

Amortisation is recognised within cost of sales 80 as to write off the cost or valuation of assets less their residual
values over their useful lives on the following bases:

Software 20% per ammum

Tangible fixed assets

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

Tengible fixed assets are stated at cost less depreciation. Depreciation is provided at rates calculated to write off
the cost less estimated residual value of cach asset over its expected uscful life, as follows:

Freehold buildings 4% per annum
Plant and machinery 8% per annum
Tooling 33% per annum
Pixtures and fittings 20% per annum
Motor vchicles 33% per annum

Thegainorlossm’islnsonthedisposalofmasmndewminodasthedlﬂ'ameabetwunmesalepmccedsmd
the carrying velue of the asset, and Is credited or charged to profit or loss.

Fixed asset investments

Interests in subsidiaries, associates and jointly controlled entitics are initially measured at cost and subsequently
measured at cost less any accumulated impairment losses, The investments are assessed for impairment at each
reparting date and any impairment loases or reversals of impairment losses are recognised immediately in profit or
loss.

A subsidiary is an entity controlled by the company. Control is the power to govern the financial and operating
policies of the entity so as to obtain benefits from ity activitics.

An associate Is an entity, being neither a subsidiary nor a joint venture, in which the company holds a long-term
interest and where the caompany has significant influence. The company considers that it hes significant infiuence
where it has the power to participate in the financial and operating decisions of the associate.

Bntxﬂesmwhxdaﬂweumpmybasalongtmlmaestmdahnrcsmlmdaaomnmmal arrangement are
classified a3 jointly controlled entities. :
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1.8

1.9

110

n

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.

Recoverable amount is the higher of fair valus less costs to sell and value in use. In assesging 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 moncy 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 tess than its carrying amount, the
carrying emount of the asset (or cash-generating unit) is reduced to its recoverable amoant. An impairment loss is
recognised immediately in profit or loss, unless the relevant agset is carried at a revalued amount, in which case the
impairment loss i3 treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased to
epply. Where an impeirment 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 camrying amount that would have been determined had no impairment loss been recognised for the asact
{or cash-generating unit) in prior years. A reversal of en impairment loss is recognised immediately in profit or
loss, unless the relovent asget is carried at a revalued amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.

Stocks

Stocks are valued using a FIFO method and arc stated at the lower of cost and estimated selling price less costs to
camplete and sell. Cost comprises direct materjals 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 arc measured at the lower of replacement cost and cost,
adjusted where applicable for any loss of service potential.

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

Cash at bank and in hand

Cash and cash equivalents 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
overdrafis are shown within borrowings in current liabilities.

Financlal instruments

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

Financial instruments are recognised in the company's balance sheet when the compeny becomes party to the

contractual provisions of the instrument.

Financial essets and liabilities are offset, with the net amounts presented in the financial statements, when therc is e
legally enforceable right to set off the recognised amounts and there s an intention to settle on a net basis or to
realise the asset and settle the liability simulteneously.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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1  Accounting policies (Continued)

Basic finaneial assets '

Basic financial assets, which include debtors and cash and bank balances, are initially measured at transaction
price including transaction costs and are subscquently carried at amortised cost using the effective interest method
unless the arrangement constitutes a financing trangaction, where the transaction is measured at the present value
of the future receipts discounted at a market rate of interest. Financial assets clagsified as receivable within one
year are not amortised.

Other financial assets

Other financial assets, including investroents in equity instruments which are not subsidiaries, associates or joint
ventures, are initisily measured et fair value, which is normally the transaction price. Such assets are subsequently
carried at fair value and the changes in fair value are recognised in profit or loss, except that investments in equity
instruments that are not publicly traded and whose fair values cannot be measured reliably are measured at cost

less impairment.

Impairment of financial assets
Financial assets, other than those held at fair velue through profit and loss, are assessed for indicators of
tmpairment at cach reporting end date.

Financlal 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 aaset, 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 valus 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 inancial azsets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or are
scttled, 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.

Clamification of financial liabilities
Financial labilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is &y contract that evidences a residual interest in the assets of

the corpany after deducting all of its liahilities.

Baslc financial linbilities

Basic financial liabilitics, including creditors, bank loans, loans from fellow group companies and preference
shares that are classified as debt, are initlally recognised at transaction prioe unless the arrangement constitutes a
financing transaction, where the debt ingtrument is measured at the present value of the future payments
discounted at a market rete of interest. Financial liabilities clessified as payable within one year are not amortised.

Debt ingtruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been ecquired in the ordinary course of
business from suppliers. Amounts payable are classified as current liabilities if payment is due within one year or
less. If not, they are presented as non-current liabitities. Trade creditors are recognised initially at transaction price
and subsequently measured at amortised cost using the effective interest method.
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112

1.13

114

Acecounting vomano (Continued)
Other financia) abilities

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 arc subsequently d et fair
EE.EEE:.B?SHSPU&Egégiggﬁgagagiﬁggﬁs
loss to eliminate or reduce ng or if the d and their performance
evaluated on a fuir value basis in d: with a d auwn_u-smﬂuuaa investment strategy.

Derecognition of fisancial Habilities
Financial liabilities are derccognised when the company’s contractual obligations expire ar are discharged or
cancelled

Equity inatruments

Equity instruments issucd by the company arc d at the p d ed, net of transection costs.
Dividends payable on n:&uggﬁpaaaaﬁuﬁﬂﬁs_a wonona.nwmd:egﬂa&o&gou&
the company.

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

Current tax
dﬁgng?vuwuzosgu&ggwagn?;aws Titable profit differs from net profit as reported in
the profit and loss it excludes ftems of income or expense that are taxable ar deductible in other
years and it further excludes items that arc never taxable or deductible, The company’s liability for current tex is
calculated using tax rates that have been enacted or snbstantively enacted by the reporting end date.

Deferred tax

Deferred tax liabilitics are generally recognised for all timing differences and deferred tex assets are recognised to
the extent that jt is probable that they will be recovered against the | of deferred tax liabilities ar other future
taxable profits. Such assets and liabilitics are not recognised if the timing difference arises from goodwill or from
the initial recognition of other assets and lisbilities in a transaction that affects neither the tax profit nor the
aocournting profit.

The carrying amount of deferred tax assets is reviewed at cach reporting end date and reduced to the extent that it
is no longer probable that sufficient taxable profits will be available to aliow all or part of the asset to be recovered.
Deferred tax is calculeted at the tax rates that are expected to apply in the period when the liability is settled or the
asset Is realised. Deferred tax is charged or credited in the profit and loss account, except when it relates to jtems
charged or credited directly to equity, in which case the deferred tax is also dealt with In equity. Deferred tax assets
and liabilities are offset when the company has & legally enforceable right to offset current tex assets and liahilities
end the deferred tax assets and liabilities relate to taxes levied by the same tax suthority.

Provisions
Provisions arc recognised when the compeny has a legal or constructive present obligation as a result of a past

cvent, it is probable that the company will be required to settle that obligation and & reliable estimate can be made
of the amount of the obligation.

The amount recognised as & provision is the best estimate of the consideration required to setfle the present
obligation at the reporting end dats, taking into account the risks and uncertainties surrounding the obligation.
Where the effect of the time value of money is material, the xpecied to be required to settie the obligation
is recognised at present valus, When a provision is measured at present vahue, the umwinding of the discount is
recognised as a finance cost in profit or loss in the period in which it arises.
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1.15

1.16

1.17

118

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 bs recognised as part of the cost of stock or fixed asseta.

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 comparny is demonstrably committed to
terminate the employment of an employee or to provide termination benefits,

Retirement beaefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

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

The chenge in the nct defined benefit liability arising from employee service during the year is recognised as an
employee cost. The cost of plan introductions, benefit changes, settlements and curtailments are recognised as an
expense in measuring profit or loss in the period in which they arise.

The net interest element is determined by multiplying the net defined benefit linbility by the discount rate, teling
into account any changes in the net defined benefit lability during the perlod as a result of contribution and benefit
payments, The net interest is recognised in profit or loss as other finance revenue or cost.

Remeasurement changes comprise actuarial gaing and losses, the effect of the asset celling and the retum on the
net defined benefit liability excluding amounts included in net interest. These are recognised immediately in other
comprehensive income in the period in which they ocour and are not reclessified to profit and loss in subsequent
periods.

The net defined benefit pensjon asset or liability in the balance sheet comprises the total for each plan of the
present velue of the defined benefit obligation (using a discount rate based on high quality carporate bonds), less
the fair value of plan asscts out of which the obligations are to be settled directly. Fair valuc is based on market
price information, and in the case of quoted securitics is the published bid price. The value of a net pension benefit
asset is limited to the amount that may be recovered either through reduced contributions or agreed refinds fram
the scheme.

Government grants )
Government grants are recognised at the fair value of the asset received or receivable when there is reasonabl
assurance that the grant conditions will be met end the grants will be received.

A grant that specifies performance conditions is recognised in income when the performance conditions are met.
Where a grant doss not specify performance conditions it is recognised in income when the proceeds are received
or receivable. A grant mcdvdh&uﬂnmomiﬁm criteria are satisfied is recognised as a liability.

Forelgn exchange

Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the dates
of the transactions. At cach reporting end date, monetary asscts and liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing on the reporting end date, Gains and losscs arising on translation
are included in the profit and loss account for the period.

-21-




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 29 SEPTEMBER 2019

1 Accouating policles {(Continued)

tncome 18 ised when it is probable that the ic benefit will flow to the Corapany and the
of can be d reliably. I i is d on a time basis, by refcrence to the

principal outstanding and at the effective i rate applicab

2 Judgements and key sources of estimation oncertafuty

In the epplication of the 's di are ired to make judgements, estimates
Egggﬁgagéom8§§__§58§5=sg¢ from other
ﬂsoanasnaéaéﬁgnaggﬂ_ﬂgaﬁﬁﬁo&ngagaﬂgg
to be relevant. Actual results may differ from these estimates,

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

Critiesl judgements
The following judgements (apart from those involving estimates) have had the most significant cffect on amounts
recognised in the financial stetements.

Impairment of fixed assets and recaverability of amounts receivable from group undertakings

Assets, %ggaﬁgﬁgiﬁ Rngt&?nsaga&.gnasggsug
date, If there is objective evid of an irment loss is recognised in profit or loss as follows: for
mg_ﬁp_8893:&3BS_ESB?EQFEESQa_ca;nsegwniog&:&a:g
amount and the best estimate of the amount that would be recelved for the asset it if it were to be sold at the
reporting date.

The carrying value of receivables from group undertakings ot the balance sheet date was £32,161,000 (2018:
£30,467,000). The carrying value of fixed assets at the balance sheet date was £30,869,000 (2018: £30,138,000).

3 Turnover snd other revenue

An analysis of the compary's turnover is a8 follows:

2019 2618
£000 £ 000
Tarnover
Sale of goods and services 148,265 143,619
— o====
2019 2018
£000 £000
Other sigoificant fncome
Interest income 3,200 2,800
Grants received k73 395

== @ ===
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3 Turnover and other revenne (Continued)
Tarvever analysed by geographical market
2019 2018
£000 £000
United Kingdom ' 1,593 1,526
Rest of Europe _ 118,796 121,369
Rest of the World 27,876 20,724
148,265 143,619
4 Operating loss
2019 2018
Operating loss for the year is stated after charging/(crediting): £000 £ 000
Exchange losses 618 203
Research and development costs 2,548 3291 -
Government grants (324) (395)
Depreciation of owned tangible fixed assets 4,079 3,802
Profit on disposal of tangible fixed assets (] -
Amortigation of intangible assets 711 736
Cost of stocks recognised as an expense '107.149 97,653
Operating lease charpes 189 196

Exchange differences recognised in profit or loss during the year, except for thnse arising on financial instruments
measured at falr value through profit or loss, amountzd to £618,000 (2018: £203,000).

5 Auditoy's remoneration

2019 2018
Fees payable to the compeny's auditor and associates: £000 £ 600
For audit services
Audit of the financial statements of the company 121 120
—— ——
6 Employees

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

2019 2018

Number Nomber

Production ' 370 7
Sale and distribution 44 39
Administration 58 s3
| an amn
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6  Employees (Continged)
Their aggregate remuneration comprised:

2019 2018

£000 £ 000

Wages and salaries 16,636 16,384

Social security costs _ 1,654 1,814

Pension costs (note 21) o - 2,265 2,091

20,555 20,289

7 Directors’ remuneration

2019 2018

£000 £000

Remuneration for qualifying services 157 148
Company pension contributions to defined contribution schemes 9 5
166 153

] —_—

The number of directors for whom retirement benefits are accruing under defined comtribution schemes amounted
to 1(2018 - 1).

The highest paid director received total remuncration of £166,000 (2018: £153,000) in the year (including
company contributions to defined contribution schemes of £9,000 (2018; £5,000).

The remaining company directors are remunersted for their services by Meritor Inc for their services to the group
88 a whole, and it is not practicable to allocate their services to the campany from thelr servicea to other group
companics.

8  Interest receivable

2019 2018
£000 £000
Interest income
Interest on the net defined benefit asset 3,200 2,800
9  Interest payabls
2019 2018
£000 £ 000
Interest payable to group undertakings 407 234
 —— ——
10  Taxation
2019 2018
£ 000 2000
Current tax

UK corporation tax credit an losses for the current period (1,443) (2,543)

—_— ]
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10  Thxation {Continued)

The ectual credit for the year can be reconciled to the expected credit for the year based on the profit or loss and

the standard rate of tax as follows:

2019 2018

£000 £ 000
Loss before taxation | (8,260) (6,260)

—— ——
Expected tax credit based on the standard rate of corporation tax in the UK of
19.00% (2018: 19.00%) (1,569) (1,189)
Tex effect of expenses that are not deductible in determining taxable profit 54 65
Tax effect of income not taxable in determining taxable profit (56) (63)
Change in unrecognised deferred tax assets (118) (1,808)
Effect of change in corporation tex rate 169 300
Effects of group relief not paid for : - 148
Thin capitalisation adjustments 77 -
Taxation for the year (1,443) (2,543)

(——— ———

In addition to the amount credited to the profit and loss account, the following amounts relating to tax have been
recognised directly in other comprehensive income:

2019 2018
£000 £ 0060
Current tax arising on:
Actuarial differences recognised as other comprehensive income 1,530 2,856

—— —

Changes to the UK corporation tax rates were substantively enacted as part of Finance Bill 2015 (on 26 October
2015) end Finance Bill 2016 (on 7 September 2016). These include reductions to the main rato to reduce the rate to
19% from ! April 2017 and to 17% from | April 2020. Defared taxes at the balance sheet date have been
mcasured using the 17%4 enacted tax rate and are reflected in these financial statements.
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11 Intangible fixed assets
Cost
At 1 October 2018 and 29 September 2019
Amortisation and impairment
At 1 October 2018
Amortisation charged for the year
At 29 September 2019

Carrying amount
At 29 September 2019

At 30 September 2018

Amortisation i charged to cost of sales.

Goodwiil

£ 000

41,255

41,255

41,255

A

Software Total
£000 £ 000
3,834 45,089
1,393 42,650

M !
2,108 43,361
1,728 1,728
2,439 2,439

B e
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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12 Tangible fived asacts

Freechold Assets under  Plant and Tooling Fixtures and Motor Total
buildings constraction machinery fittings vehicles
£000 £000 £000 £000 £000 £000 £000

Cost )
At 1 October 2018 16,982 5,677 42,128 6,213 183 82 71,265
Additions - 4818 - - - - 4,818
Disposals (26) - (476) - - - {502)
Transfers 826 (8.591) 6,087 1,678 . - -
At 29 September 2019 17,782 1,904 47,139 7,891 183 82 75,581
Depreciation and impairment
At 1 October 2018 5,063 - 31.067 4,882 33 82 41127
Depreciation charged in the year T30 - 2,544 766 39 - 4,07
Eliminated in respect of disposals 26) - (468) - - - 499
At 29 September 2019 5767 - B 5,648 7 2 4
Carrying anmount
At 29 September 2019 12,015 1,904 14,596 2243 m - 30,869
At 30 Scptember 2018 11,919 5,677 11,061 1,331 150 - 30,138

Freehold land which is not deprecisted has a cost and net book vatue of £1,741,000 (2018: £1,741,000).
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13 Fixed asset investments

Note

Investments in subsidiarics 14

Movements in fixed asset investraents

Cost or valuation
At 1 October 2018 & 29 September 2019

Carrying amonnt
At 30 Scptember 2018 & 29 September 2019
14  Sobsidiaries
Details of the company's subsidiary at 29 September 2019 are as follows:

Name of undertaking Registered Nbature of business
office

Meritor Czechs.to.  Fugnerova 572, Vrchlabi,  Brake disc
Vrchizhi 1 543 01 Czoch  remenufacturing

Republic

15 Stocks

Raw materiels and consumables

Work in progress
Finished goods and goods for resale

2019 2018
£ 000 £ 000
3 3

Shares in group

ondertakings
£000
3
3
———
Class of % Held
shaves held Direct Indirect
Ordinary
100.00 -
2019 2018
£000 £ 000
1,998 1,744
2,748 3,057
507 603

3

5,253 5,

|
ll
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16

17

18

Debtors _

2019 2018
Amounts fulling due within one year: £000 £000
Trade debtors _ 9,745 12,663
Corporation tax recoverable . 816 695
Amounts owed by group undertakings 32,161 30,467
Other debtors 2,295 3,861
Prepayments and accrued income v 360 360

45,377 48,04

Amounts owed by group undertakings attract no interest and are payebic an demand.

The company is part of a group wide cash pooling agreement. Intcrest is received on any amount owed by the cash
pooling entity at a rate of IBOR less 0.5% and paid on any amount owed to the cash pooling entity at a rate of
IBOR plus 0.5%.

Creditors: amounts falling due within one year

2019 2018

Note £ 000 £0600

Trade creditors 18,061 18,457
Amounts owed to group undertakings 28,106 23,508
Other taxation and social security 540 612
Government grants 19 191 429
Other creditors 22 79
Accruals and deferred income 2,488 3,631
49,408 46,716

~—— e ——

Amounts owed to group undertakings other than that mentioned below attract no interest and are payable on
demand,

The company is part of a group wide cash pooling agreemont. Intcrest is recelved on any amount owed by the cash
pooling entity st a rate of IBOR leas 0.5% and paid on any amount owed to the cash pooling entity at a rate of
IBOR plus 0.5%.

Creditors: amounts falling dae after more than one year

2019 2018

Note £ 000 £000

Government grants 19 170 210
_— L ———
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19 Government grapts

Deferred income is included in the financial statements as follows:

Current liabilities
Non-current Jiabilities

20 Provislons for liabilities

Long service holiday award
Product warranties
Environmental

Legal claims

Movements on provisions:

At 1 October 2018

Additional provisions in the year
Released in the year

Utilisation of provision
Revaluation

At 29 September 2019

Long service
holiday award
£000

87
10

(G2

65

——
E—

The company holiday pay policy allows [

amm——————

Product Environmental
warranties

£000 £ 000

4,17 79

827 2

130 H

2.87) (6)

94 -

2,09) 75

b

2019
1000

191
170

361

2019
£000

2,091
75
832

3,063

Legal claims
£ 000

784
48

832

_—

£060

5,121
839
(130)
(2,909)
142
3,063

E———4

ing employees with 25 or more years' service to accumulate
additional holidays over and above the normal holiday entitiement. Unused entitlement can be carried forward to
fiture periods far settlement elfther by holiday teken, or cash payment in lieu. The lability is expected to be pald
within 12 months of the balance sheet date.

The company records estimated product warranty costs at the time of shipment of products to customers. Warranty
reserves arc primarily based on factors that include past claims experience, sales history, product memufacturing
and engincering changes and industry developments. Liabilities for product recall campeigns are recorded at the
time the company’s obligation is known and can be reasonably estimeted. Product warranties arc recorded for
known warranty issues when smoumts can be rcasonably cstimated. It i3 expected that the majority of this

expendhture will be incurred within one year of the balance sheet date.
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(Conﬁnﬁed)

20 Provisions for liabilities

21

Appliceble 1aws and regulations relating to the discharge of substances into the environment, the disposal of
hazardous wastes end other activities affecting the environment have had an impact on the company at is site at
Grange Road, Cwmbran. The process of estimating environmental liabilities i3 complex and dependent upon
evalving physical and scientific data at the particular sites impacted, uncerteinties as to remedies and technologics
o be used end the outcome of discussions with regulatory agencies. The company records liabilities for
environmentel issues in the accounting period in which it is considered there exists a present obligation (legal or
constructive) to remediate, it is probable that the obligation will be settled and the cost cam be reliably estimated.
The company records a liability for the total probable and estimable costs of remediation before consideration of
recovery from insurers or other third parties. Included in the company’s environmental labilities are costs for on-
going operation, maintenance and monitoring &t environmental sites in which remediation has been put into place.
Remediation of all known environmemtal issues provided for is expected to be undertaken and paid within two
years of the balance sheet date.

The company has recorded cstimated legal costs (not covered by insurance policies) relating to ongoing legal
claims for dameges. Legal claims are ongoing and the timing of payments are uncertein, however a provision s
recognised wherc at the balance sheet date the company has a present obligation to remediate, it is probable that
the obligation will be settled and the costs can be reliably measured. It is expected that the majority of this
expenditure will be incurred within three years of the balance sheet date.

Retirement benefit schemes
2019 2018
Defined contribution schemes £ 000 £ 000
Charge to profit or loss in respect of defined contribution scheres 2,265 2,091
— —

The company operates e defined contribition pension scheme for all qualifying employees. The assets of the
scheme are held scparatcly from those of the company in an Independently edministered fimd.

Defined beneflt schemes
The company operates a defined benefit scheme for qualifying employees.

The company participates in the AsrvinMeritar UK Pension Scheme (formerly the Meritor Automotive UK Pension
Scheme), which is a funded, multi-employer, defined benefit scheme ("the Scheme"). The assets of the Scheme are
held under trust, separately from those of the participating employers of the Scheme, The defined benefit, final
salary section of the Scheme is closed to new members and firture accrual.

Under the scheme the employees are entitled to retirement benefits varying between 1/13th% and 1/18th% of final
salery on attainment of a retirement between the ages of 60 and 65. No other post retirement benefits are provided.

The following disclosures relate to the Scheme as a whole and not this company's share of the Scheme. Since ths
company is "legally respongible” for the plan end there is no agreement or policy for ellocating the cost to other
group entities, in accordance with Section 28 of FRS 102 the company has recognised the Scheme costs and
associated surplus whilst other group entities simply recognise a cost equal to any contributions for the period. The
Scheme i8 a defined benefit scheme and the related costs of the Scheme are assessed in ascordance with the advice
of qualified independent actuaries.

The most recent ectuarial veluations of plan essets and the present value of the defined benefit obligation were
carried out at 17 November 2017 by Aon Hewitt Limited, Fellow of the Institute of Actuaries. The present value of
the defined benefit obligation, the related current service cost and past service cost were measured using the
projected unit credit method. »
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21  Retirement benefit sechemes (Continged)

2019 2018

Key assumptions % %

RP1 Inflation* 3.0 32

CP] Inflation* 2.0 2.1
Pension increases in payment:

Pre 6 April 2005 pension in excess of GMP** 3.1 31

Post 6 April 2003 pension in excess of GMP 2.2 22

Post 88 GMP 1.9 1.9

Discount rate for Scheme liabilities 1.8 29

===

*Following an announcement from the UK Govermnment in July 2010, pensions for deferred members of the
Scheme have been rovalued since 2010 in line with Consumer Prices Indexation (CPI) rather than Retail Prices
Indexation (RPI) a3 in 2009. Increases to pensions in payment remain based on RPI where applicable,

**Excludes pension accrued prior to 6 April 1997 for members of the Arvin Section, for which the assumption is
0% for lisbility calculations on or after 30 September 2006.

Mortality assumptions 1019 2018
Assumed life expectations on retirement et age 65: i Years Years
Retiring today
~Males 209 20.8
Retiring in 20 years
- Males 22.1 22.0
2019 2018
Amourts recognised in the profit and loss account £000 £000
‘Net interest on defined benefit (asset) (3,200) (2,800)
Administrative expenses : 1,800 1,200
Plan introductions, changes, curtailments and settlements 6,300 2,100
Total expense 4,900 500
———— p———
2019 2018
Amounts taken to other comprehensive income ‘ £ 000 £000
Actual return on scheme assets (108,700) (24,600)
Less: calculated interest clement 15,000 14,800
Return on scheme assets excluding interest income {93,700) (5,800)
Other gains and losses 84,700 (2,000)
Total income (9,000) (16,800)

“ P———— ==
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21

Retirement benefit schemes

The amounts hwlu@lnﬂwbﬂmﬂwdmishgﬁommcwmpm'sobligaﬁm
in respect of defined benefit plans are as follows:

2019

£000
Present value of defined benefit obligations 493,100
Fair vatue of plan essets (613,000)
Surplus in scheme (119,900)

Movensents in the present value of defined benefit obligations

Liabilitics at 1 October 2018

Plan intraductions, changes, curtailments and settlements
Benefits paid

Interest cost

Other gains end losses

At 29 September 2019
The defined benefit obligations arise from plans which are wholly or partly fumded.

Movements In the fair value of plan assets

Fair value of essets at 1 October 2018

Imterest incomo

Retum on plan essets (excluding amounts included in net interest)
Benefits paid

Administretion costs

At 29 Scptember 2019

The actual return on plan assets was £108,700,000 (2018 - £24,660,000).

(Continued)

2018
£000

413,500
(529,300)

(115,800)

£000

529,300
15,000
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21  Retirement benedlt schemes

Fair value of plan assets at the reporting period end

Equity instruments

Debt instruments

Propesty

Cash/net aurrent assets

Hedge funds

Index-linked glits

Corporate & Absolute return bonds
Diversified Growth

22  Operating lease commitments

Lessee

2019
2000

130,100
27,700
30,800

9,600
51,900

180,200

125,700
57,000

613,000

(Continued)

2018
£000

131,200
41,200
31,300

2,900
53,000

110,700

107,200
51,800

529,300

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:

Within one year
Between two and five years

23 Called up share capital

Ordinary share capital
Issued and fuily paid
247,240,986 ordinary shares of £1 each

24 Contingent liabilittes

2019
£000

176
437

613

p———4

2019

247241

2018
£000

182
583

765

247,241

A legal charge is held by the Welsh Ministry over a portion of the land owned by Meritor Heavy Vehicle Braking
Systems (UK) Limited in reletion to the government grent received of £152,685 (2018: £152,685)
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Py

Events.nﬁer the reporting date

In late 2019 the first cases of Covid-19 were recorded in Ching and the spread across the world that followed in
2020 has had wide ranging consequences. As with many busincsses, Meritor Heavy Vehicle Breking Systems (UK)
Limited has been impacted by this pandemic and resulted in the temporary closure of manufacturing operations,
although these have since re-started and are nearing pre Covid-19 levels.

The directors recognise that the pandemic is also likely to have a significant impact on the company's pension
assets and liabilities although at this stage it is difficult to quantify what that position will be. The director's do not
belisve that the Covid-19 pandemic is an adjusting post balance sheet event and conseguently no adjustments have
been mede to the reported figures as at 29 Scptember 2019.

On 13 May 2020, the company issued 37,846,170 ordinary shares fo its parent company Arvin Buropean Holdings
(UK) Limited in exchange for cash of £37,846,170 which was used to repay borrowings from Arvin Meritor
Finsnce Ireland Unlimited Company. As noted above, support up to the value of £20m has been provided from
Arvin Buropean Holdings (UK) Limiu:d should this be required. The directors’ have assessed the ability of Asvin
European Holdings (UK) Limited to provide this support and are satisficd there are no issucs.

Related party transactions

During the year the company purchased goods in the ordinary caurss of business from Ege Fren, 4 joint venture of
Meritor Inc which shared a director with a fellow group company Meritor Heavy Vehicle Systems Limited, at a
cost of £7,006,100 (2018: £6,216,875). Amounts owed to Bge Fren at the reporting datc were £587,288 (2018:
£967,457). These amounts all relate to trading balances and are included in trade creditors. Ege Fren is a related
party dus to common directors.

Ultimate controlling party

The immediate paremt company i3 Arvin European Holdings (UK) Limited, a company incarporated in England
and Wales,

The ultimate parent company and controiling party of Meritor Heavy Vehicle Braking Systems (UK) Limited is
Mexitor, Inc., incorporated in the United States of America. Meritor Inc. is also the parent undertaking of the
smallest and largest group which includes the company for which group financial statements are prepared. Copics
of the group financial statements of Meritor, Inc., ar¢ available from the company's registered address: 2135 West
Maple Roed, Troy, Michigen, 48084-7186, USA. They can also be downloaded from the website
www.meritor.cam.




