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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2018

The directors present their strategic report on the affairs of the company, together with the financial statements, directors’
report and auditor's report, for the year ended 30 September 2018.

The directors, in preparing this strategic report, have complied with s414c of the Companies Act 2006,

Business review and future developments
The principal activity of the company continued to be that of the design, manufacture and supply of disk brake products,

The mejority of the company's products are exported to Europe and beyond. The largest customer of the business is
Volvo, with whom & new 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 aim of weight reduction.

The turnover for the year ended 30 September 2018 was £143,619,000 (2017: £119,982,000), the increase was largely
driven by growth in the market, ramp up in volumes and exchange rate benefits.

The net assets of the comparty a8 at 30 September 2018 were £149,836,000, an increase of £10,227,000 from the prior
year owing to the actuarial gain on the company's defined benefit pension scheme of £16,800,000 offset by the loss for
the year of £2,656,000.

The company’s average headcount increased during the year, beceuse of the upward trend in volumes being
manufactured. Investment in the forward-looking aspects of the business such as research and development and business

development were maintained.

As part of the company’s continued investment in the business, a:gmﬁcant remodelling continues to take place to
upgrede the appearance and layout of the company’s Grange Road site in Cwmbren to reduce costs, attract new
customers and significantly improve both manufacturing and engineering technology and standards. The introduction of
the latest technologies in both assembly and machining equipment and refurbishment of the offices is now underway.

The directors are not aware of any future developments which are likely to have a direct material impact on the nature of
the business or the results of its operations, Following the referendum on 23 June 2016 when Britain decided to leave the
European Union, there has been uncertainty over the method of any exit. The directors will continue to monitor the
impact closely, although they believe that any impact on the company is likely to be limited to foreign exchange factors
given the company’s relationships with key customers.

o

Principal risks and uneeminﬁu
The company's sales are largely dependent on one customer, Volvo, however a new 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.

The majority of sales are to customers in thé EU and therefore the result of the UK referendum to leave the EU does
create uncertainty 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. }

A signiﬁcam proportion of the company’s seles are made in Euros and the company is therefore exposed to the
movement in exchange rates. To offset this risk a major part of the company's material purchases are also made in these
currencies. When sigmﬁcant foreign exchange exposure is identified, the company has access via its ultimate parent
company's.corporate treasury fimction to foreign exchange forward contracts. The hedging of such exposures through
foreign exchange forward contracts is managed centrally by Meritor, Inc. on a group basis. The company does not enter
intoforwardﬁorexgncumncyconu-aztsnselﬁfellomemr, Inc. gmupmmpmesmtcrmoﬂneseoommdmcﬂyon :
the instruction of corporate treesury. Gains or losses arising are subsequentiy allocated to the company by Meritor, Inc.
as appropriate and are included as eitlier a cost of sales or an administrative cost depending on the substance of the
underlying transaction. »
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

STRATEGIC REPORT (CONTINUED) )
FOR THE YEAR ENDED 30 SEPTEMBER 2018

An environmental study was completed during 2014 at the company’s pnncipnl fac:hty at Grenge Road, Cwmbran. The
findings indicated that 2 number of recognised environmental conditions were present at parts of the site. A remediation
plan has been agn-.ed by the d1rectom, the local authority and the Welsh Environment Agency and is now underway

There is inherent uncertainty over the timing and nmomm required to complete the remediation plan.

Key performanu Indicators

The company's key perfoxmmee indicators (KPIs), which are used by management and the board in monitoring the

perfoxmanee of the company are as follows:

2018 2T 2016]
56.9 [<F3 56.9
569 60,0 735
— 153 153| 98|
£143 618,000 116,982,000 £37,050,000




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 30 SEFTEMBER 2018

The directors present their annual report and financial stan;emans for the year ended 30 September 2018.
A fair review of the business and discussion of principal risks and uncertainties is covered in the strategic report.

Directors

The directors who served throughout the year except where stated were as follows
Mr H James ) ‘

Mr M Schaitkin (USA) _ (Resigned 23 April 2018)
Mr S McGregor (USA) : (Resigned 23 April 2018) -
Mr A Nicol /

Mr J Ramos (Appointed 23 April 2018)
Mr T Scipioni - (Appointed 23 April 2018)
Results and dividends

The results for the year are set out on page 9.
No ordinary dividends were-paid. The directors do not recommend paymeﬁt-of a final dividend (2017 - nil).

: Qualang third party indemnity provmonl
- The company hds made quahﬁ-mg third party indemnity provisions for the benefit of its' dm:ctoxs dunng the year. These
provisions remain in force at the reporting date. : i

Financial risk management objectives and policies

The Company’s activities expose it to a number of ﬁnanmal risks including credit risk, cash flow risk and hqmdny risk.’
Meritor Heavy Vehicle Braking Systems (UK) Limited is part of the Meritor Inc. group (“the Group”) and the use of
financial derivatives is govemed by the Group's pollClea which provide written policies on the use of financial
derivatives to manage these rigks. Derivative finapncial mstmments are not used for speculative purposes.

Liquidity risk

The Company is part of the Gmu]).s cash pooling scheme which ensures sufficient finds are avmlable.to :maintain
liquidity. Further details regardm&llq\ﬂdity risk can be found in the Statenent of accounting policies ln.lhe..ﬁnanciaL_
statements.

’/

Cash flow risk _
The Company's activities expose it to lhe risks of changes in foreim cum:ncy exchange rates. The Gmup uses ﬁmelgn
exchange forward contracts to hedge these exposures. i

Credit risk

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

The Company is exposéd to mdn risk on its largest customer h(;wévu the exposure is actively managed through the use
of appropriate credit limits and debt factonng

Research and development o
The compariy has continued to invest in research and developmcm of new and enhanced product designs. See note 4 for
amounts of expmdmn'e incurred in the year, .




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED -

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Disabled persons

Applications for employment by disabled persons are always fully considered. bearing in mind the aphtudes of the
applicant concerned. In the event of members of staff becoming disabled, every effort is made to ensure that their
employment within the company continues and that the appropriate training is arranged. It is the policy of the company
that the training, career development and promotion of disabled persons should, as far as possible, be identical to that of
other employees.

.Employee involvement

The compeny’s pohcy is to consult and discuss with employees. through unions, staff councils and at meetings, matters

likely to-affect employees' interests. : )

Information about matters of concérn to employees is given through information bul!ctins and reports which seek to
achieve a common awareness on the part of all employees of the financial and economic factors affecting the company's
performance.

Future developments _
Future developments are discussed in the Strategic Report,

Auditor
- 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 T .
So fer as each person who wes a director at the date of approving this report is aware, there is no relevant audit

information of which the company’s suditor is unaware. Additionally, the directors individually have taken all the -

necessary steps that they ought to have taken as directors in order to make themselves aware.of all relevant audit
information and to establish that the company’s-auditor is aware of that information. This confirmation is given and
should be interpreted in accordance with the provisions of s418 of the Companies Act 2006.

Going concern
The directors feel that it is appropriate to use the. going concern assumption for the preparation of the financial
statemnents and wish to draw attention to note 1.2, which sets out the basis on which the directors have reached their

conclusions. - .

Sy Rl e

‘ Approved by the board and sxgned on its behalf by

MrHJames

Director

Date: . '1 Sune 09
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 30 SEPTEMBER 2018

The directors are responsible for preparing the annual report and the financial statements in accordance with appllcnblc _
Iaw and regulations.

Company law requires the directors to prepare financial mﬂnems 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 Aocounnng Standards and applioable ]aw) mcludmg FRS 102 "The Financial Reporting
Standard applicable in the UK and Republic of Ireland”. Under company law the directors must not approve the financial
statemients unless they are satisfied that they give a true end 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 reqmred to:

* select suitable accounting policies and then apply them consisteritly;

» make judgements and accounting estimates that are reasonsble and prudent;

+ state whether applicable UK Accounting Standards haye beén followed, subject to any material departures
disclosed and explained in the financial statements; and

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

The directors are responsible for keeping adequate accounting records that ere sufficient to show and explain the
company's transactions and disclose with reasonable eccuracy 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 arc also responsible for
safeguarding the assets of the company end hence for taking reasonable steps for the prevention and detection of fraud -
and other irregularities. ,




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

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

Report on the audit of the financial statements

Opinion
In our opimon the financial statements of Meritor Heavy Vehicle Braking Systems (UK) meed (the ‘company’):
¢+ give a true and fair view of the state of the compmysaﬁmrsasaﬂo September 2018 and of its loss for the
year then ended;
+ have been properly prepared in accordance with United Kingdom Generally Accepted Accountmg Practice
including Financial Reporting Standard 102 “The Finencial 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 bavc audited the financial statements which compnse
the profit and loss account;
the statement of comprehensive income;
* the balance sheet;
the statement of changes in equity; and
the nelated notes 1 to 25.

The financial repoﬂing framework that has been applied in their preparation is applicable law and United Kingdom
Accourniting Standards, including Financial Reporting Standard 102 “The Financial Reporting Stendard applicable in the
UK and Republic of Iréland” (United Kingdom Generally Accepted Accountirig Practice).

Basis for opinion

We conducted our audit in accordance with Intérnational Standards.on Auditing (UK) (ISAs(UK)) and applicable law.
Our responsibilities under those standards are further described in the audmr’s mponsibnhues 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 wquu'umems We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our.opinion.

Conclusiuns-relating to going concern T

We ere Teqjuired by TSAS (UK) to report in respect of the fo]lowing matters where?
+ the directors’ usé of the going concern basis of accounting in preparation of the ﬁnam:ial statements is not

appropriate; or

PRRORSEN

» the directors have not disclosed in the financial gtatements any identified material uncertainties that may cast

significant doubt about the company’s ability to continue to adopt the going concern basis of accouniting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters.

Other inﬁ)rmnﬂon

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

In connection with our audit of the financial statements, our responmbxhty is to regd the ottier information and, in’ doing
so, cansider 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 ndentxfy such materiai 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 & 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’ responsibilxties statement, the directors are responsible for the preparation of
theﬁnanoialMememsandforbeingsamﬁedﬂmﬂwygiveauuemdfmrwew,andforsuchimemalconlrolasﬂle
directors determine is necessary to ensble the preparstion of financial statements that are free from material

misstatement, whether due to ﬁ-nud Or error.

In preparing the financial statements, the direéctors are responsible for assessing the company’s ablhty $o continue as a
going concern, disclosing, as applicable, matters related to going concem and using the going concem basis of
unltheduecwmeithewmtendmliqmdmmecompmyortoceaseoperaﬁons,orhavemmalistic

alternative but to do so.

v

Auditor’s mponslblllﬂes for the sudit of ﬂ:e financial statements
Our objectives arc to obtain reasonable assurarice about whether the financial statements as a whole arc free from
" materie] misstatement, whether due to fraud or error, and to issue an auditor's report that inciudes our opinion.
Reasonable assurance 15 a high level of assurance, but isnot a guarantee  that an audit conducted in accordance with ISAs
(UK) will always detect 2 material misstatement when it exists. Misstaterenits can arise from fraud or error and arc
considered material if, individuslly 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 responsibilldea for the audit of the financial sm:mcms is located on the Financial Reporting
Council's website at: www orsresponsibilities. This description forms part of our euditor’ 8 report.

Report on other legal and regulatory requirements

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 staternents are prepared is consistent with the financial statements; and

+ the strategic report and the directors’ report heve been prepared in accordance with apphcable legal
requirements. .

In the light of the knowledge and understanding of the company and its environment obtained in the course of the andit,
) we have not 1demxﬁed any material misstatements in the mtegic report or me?kemn report.

RSV

Mauera on Which we are nqnlredwnportbyexupﬁon
UndertthompmesAthOOGwemmqmmdmreponinmpectoftheﬁllowingmmmiﬂmmnopimon ‘
adequate accounting records have not been kept, or returns edequate for our audit have not been received from
branches not visited by us; or
+ the financial statements are not in agreement with the accounting records and returns; or -
+ certain disclosures of directors’ remuneration specified by law are not made; or
+ we have not received all the information and explanationis we require for our audit.

We have nothing to report in respect of these matters.




MERITOR HEAVY VEHICLE BRAK_ING'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 meibeér, 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 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

accépt or assuriie respon51blllty to anyone-other thari thé company and the company ’s member for our audit work; for
thls feport, or-for the opinions we have formed.

' . " ¢
David Hedditch (Senior Statutory Auditor)

L it ] | ‘-f- ——n 201
for and on behalf of Deloitte LLP ‘) o 9

Stamtofy Auditor ' 4 . ' Cardiff
. ' United Kingdom




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

PROFIT-AND LOSS ACCOUNT

FOR THE YEAR ENDED.30 SEPTEMBER 2018

Turnover
Cost of salcs

Grross profit
Distribution costs
Administrative expenses
Other operating income

Operating loss

Interest receivable and similar income
Interest payable arid 'sim’ilar expenses

Loss before taxation
Tax on loss

Lioss for the financial year

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

Notes

-

10

.

2018
£000

143,619
(134,178)

9,441

(16,289)
665

(8,826)

2,800
239

(6,260)

2,543

G717

2017
£ 000

119,982
(111,726)

8,256

(1,684)
(14,163)
856

(6,735)

2,100
amn

(4,712)

2,040

(2,672)
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

STATEMENT OF COMPREHENSIVE lNCOME
FOR THE YEAR ENDED 30 SEPTEMBER 2018

2018 . 2017

Note £000 £ 000
Loss for the year ‘ 7 e (2.672)
Other comprehensive income . .
Remeasurement on defined benefit pension schemes 21 16,800. . 12,000
Tax relating to other comprehensive income , - ' (2,856) S (2,040)
Other comprehensive income for the year. 13,944 ‘ 9,960 ;
. ' . i
Total comprehensive income for the year 10,227 - 7.288

|
|

ot b T 4

i e,

210-




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

Company Registration No. 03640941

' BALANCE SHEET
AS AT 30 SEPTEMBER 2018
2018 2017
Notes £000 £000 £000 £000
Fixed assets _
Intangible assets 1 2,439 2,953
Tangible assets 12 30,138 27,815
Investments 13 3 3
4 32,580 30,1
Current assets '
Stocks - 15 5,404 . 4,316
Debtors - o 16 48,046 53,431
Cesh at bank and in han 53 45
. . : 53,503 57,792
Creditors: amounts falling due within _
one year . : 17 (46,716) (45,941)
Net current assets 6,787 11,851
" Total assets less current liabilities 39,367 42,622
Creditors: amounts falling due after :
more than one year 18 . 210) (459)
. . ¢ N
_Provisions for linbilities 20 - (5,121) (1,619)
Net ansets excluding pension surplus 34,036 40,509
Defined bensﬁt pension surplus 21 7 115,800 99,100
" Net assets T T 149,836 139,609
Capital and reserves . .
Called up share capital 22 ! 247,241 247,241
Share premium account 1,887 1,887
Profit and loss reserves - (99,292) (109,519)
Total equity 149,836 139,609
The financial statements were approved by the board of directors and authorised for issue on Hﬁml«wm and are.
signed on its behalf by: :
Ao
MrH Jemes
Director

12




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

STATEMENT OF CHANGES IN EQUITY/
. FOR THE YEAR ENDED 30 SEPTEMBER 2018

Profit and

Share capital Share Total
premium loss reserves
account ' '
£000 £ 000 £ 000 £ 000

Balance at 1 October 2016 247241 1887 (116807) 132,321
Year ended 30 September 2017:
Loss for the year . - . % (2,672) (2,672)
Other comprehensive income:. . : A
Remegsurement on defined benefit plans - 2] s - 12,000 - 12,000
Tex relating to other comprehensive income o - - (2,040) (2,040)
Total comprehensive income for the year . - = 7,288 7,288
Balance at 30 September 2017 247241 1887 (109519) 139,609
Year ended 30 September 2018:
Loss for the year ' - - 3.1 3,717
Other comprehensive income: : ' :

. Remeasurement on defined benefit plans 21 - - 16,800 16,800
" Tax relating to other comprehensive income 5 - (2,856) - (2,856)
Total comprehensive income for the year : - 10227 ° 10227

" Balance at 30 September 2018 . 247241 1,887  (99,292) . 149,836

-12-




MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED ,

NOTES TO THE FINANCIAL STATEMENTS

.FOR THE YEAR ENDED 30 SEPTEMBER 2018

L1

12

Accounting policiea‘

- Company information

Meritor Heavy Vehicle Braking Systems (UK) Limihed isa private company limited by shares incorporated in
England and Wales. The registered office is Grange Road, Cwmbran, Gwent, UK, NP44 3XU. The principal
activity of the company is steted in the strategic report (page 1).

'Aceounﬁng convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” (*FRS 102") and the requirements of the Companies Act 2006.

The financial statements arc propared in sterling, which is the functional currency of the company Monstary
amounts in these financial statements are rounded to the nearest £ 000. -

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

This company is a qualifying entity for the purposés of FRS 102, being a meémber of a group where the parent of
that group prepares publicly available consolidated financial statements, including this company, which are
intended to give a true and fair view of the assets, liabilities, financial position and profit or loss of the group. The
company has therefore taken advantage of exemptions from the following disclosure réquirements:

»

-

-

Section 4 ‘Statement of Fmancml Posnion — Reconciliation of the ¢ opemng and closmg lmmber of shares
Section 7 ‘Statenient of Cash Flows® — Presentation of a statement of cash flow and related notes and

* disclosures;

Section 11 'Basic Financial Instruments’ and Section 12 ‘Other Financial Instrument Issues — Carrying
amounts, interest incomelupense and riet gains/losses for each citegory of financial instrument; basis of
determining fair values; details of collateral, loan defaults or breaches, details of hcdges, hedging fair
value changes recognised in profit or loss and in othet comprehenaive income;

Section 26 ‘Share based Paymesit’ — Share-based payment expense charged to profit or loss, reconciliation
of opening and closing number and weighted average exercise price of share options, how the fuir value
of options granted was measured, méasurement and carrying emount of llabnlmes for cash-gettled aham- :
based payments, explanation of niodifications to arrangements;

Section 33 ‘Related Party DiscloSWes™= Coifipensation for key- management personne] and other related"'"""‘
party trensactions,

The financial statements of the company are consolidmd in the finencial statements of Meritor Inc. These
consolidated financial statements are available from m rcg:stered office, 2135 West Maple Road, Troy, Michigan,
48084-7186 USA.

The company bas 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 finanicial statements of a 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 undertaiing and not about its group.

The company's accounting reference date is 30 September; the company has taken advantage of the provisions of
the Companies Act 2006 (390(3)) so that its actual financial year end was 30 September (2017: 1 October),

Going concern

At the time of approving the financial statements and following assessment of company forecasts and oaah flows,

the directors have a reasonable expectation that the company has. adequate resources to continue in operational

existence for the foreseeable fiiture. Thus the directors continue to adopt the going concern basis of accounting in
preparing the financial statemems

\

~13-
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MERITOR HEAVY VEHICLE BkAlﬂfNG SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

13

14

15

Acecounting policies . (Continned)

Turnover

Turnover is recognised at the fair value of the consideration, recelved or receivable for goods and services provided

in the normal course of business, and is shown net of VAT and other sales related txes. The fair value of
eonslderaﬂon takes into account trade diseounts, settlement 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 value 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 (uaun.lly on dispatch of the goods), the amount of fevenue can be measured reliably, it is
probable that the economic benefits associated with the transaction will flow to the entity and the costs incurred of
to be incurred in respect of the uansacr.ion can be measured relisbly. .

" Revenue from contracts for the provision of professional services ia recbgmsed by reference to the stage of

completion when the stage.of complenon, costs incurred and costs to complete can be estimated reliably. The stage

-of completion is calculated by comparing costs incurred, mainly in relation to contractual hourly staff rates and

materials, as a proportion of total costs. WHhre the outcome cannot be estimated reliably, revenue is recognised
only to the extent of the expenses recognised that it is probable will be recovered.

Intangible fixed assets other than goodwill
Intangible assets acquired scparately from a business are recognised at cost and dre subsequenﬂy measured at cost
less accomulated amortisation and accumulated Impairment losses.

Intangible assets-acquired on business combinations are recognised separately from goodwill at the acquisition
date where it is probable that the expected future economic benefiis that ¢ are attributeble | m the asset will flow to the
entity and the fair value of the asset can be measured reliably. ,

Amortmahon is reeognised 80 as to wnte off the oost or valuation of assets lesa their residual values over their

useful lives on the following bmes" ~T

Software ‘ , 20% per annum !

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

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

Land and buildings Freehold 4% per annum
Plant and machinery 8% per annum
Tooling ' 33% per annum
Fixtures and fittings . 20% per annum
Motor vehicles 33% per annum

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

i14-
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

1.6

1.7

18

Accounting policies ' ' (Continued)

Fixed asset Investments

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

A subsidmry is an entity controlled by the company. Control is the power to govern the firiaricial and opetating
policies of the entity so as to obtain benefits from its activities.

An associate is an entity, being neither a subsidiary nor ajoint venture, in which the company holds a long-term

- interest and where the company has significant influence. The company considers that it has significant influence

where it hes the power to par’ticipate in the financial and operating decisions of the associate.

Entities in which the company has a long term interest and sheres control under a contractual arrangement are
classified as jointly controlled entities.

Impairment of fixed assets
At each reporting period end date, the compw 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 uxtent 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 value less costs to sell and value in use. In assessing value in use, the
cstimated 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 tha recoverable amount of an agset (or cash-genetrating unit) is estimated to be less than its canymg amount, the
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An lmpamnent loss is
recognised immediately i prbfit or loss, unless the relevant asset is carried at a revalued smount, in W _hxch case the
impairment loss is treated as a revaluation decrease.

Recognised impairment losses ere reversed if, and only if, the reasons for the impairment loss have ceased to
apply ‘Where an impairment loss subsequernitly reverses, the carfying amount of the asiet (or caah-genmmng unit)
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset
(or cash-genérating unit) in pnor years. A reversal of en impairment loss is recognised immediately in profit or
Toss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the 1mpmrment loss is
treated as a révaluation increase.

Stocks

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

Stocks keld for distribution at no or nominal consideration are measured at the lower of replacement cost and cost,
adjusted where appllcable for any loss of service poténtial.

~ At each reporting date, an assessment is made for- 1mpaument Any excess of the carrying amount of stocks over its

estimated selling price less costs to complete and sell is recognised a3 an impairment loss in profit or loss.
Reveérsals of impairment loases are also recogriised in profit or loss.

-16-
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

1.10

Accounting policies ‘ ) (éontlnned)

Cash at bank and ip hand

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

Financisl instraments T

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 ll of its financial instruments.

Financiel instruments are recogmsed in the company's balance sheet when the company becomes party to the
contractusl provisions of the instrument. .

Financial assets and liabilities are offset, with the net amounts presmd in the financial statements, when there is a

. legally enforceable right to set off the recogmsed emounits and there is an intention to settle on a net basis or to

realise. the asset and settle the liability simultaneously.

Basic financial assets
Bagic financial assets, which include debtors and cash and bank balances, are initially measured at transaction

- price including transaction costs and are subsequently carried at amortised cost using the effective interest method

unless the arrangement constitutes a financing transaction, where the transaction is measured at the present value
of the future receipts discounted at a market rate of interest. Financial assets classified as receivable within one
year are not amortised.

Other financial agsets

Other financial assets, including investments in eqmty instruments which are not subsidiaries, associates or joint
vetitures, are initially measured at fair vahie; 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.

—

lmpamnent of ﬁmmcial assets

Financial sssets, other than “those held at-fair value through profit and loss, are asses essed Tor indicators of .
" impairmént at each reponmgend date.

Financial assets are impaired where there is objecﬂve evidence that, as.a result of one or more events that ocourred
after the initial recognition of the financial asset, the estimated future cash flows have been affected. If an asset is
impaired, the impatrment loss is the difference between the carrying amount and the present value of the estimated
cash flows discounted at the asseét’s original effecbve interest.rate. The impairmént loss is recognised in profit or
loss.

If there is a decrease in the impairment loss arising from an cvent sccurring 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 impainnent not previously been recognised. The impairment reversal is
recognised in profit or loss.

Derecognition of financial asuts

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or are
settled, or when the compary transfers the financiel assét and aubstant:ally 2l the risks and rewards of ownersth
to another entity, or if some significant risks and rewards of ownership are retained but control of the esset has
transferred to another party that {s able to splltheassctm its entirety to an unrelated third party.

~16 -
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)-
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Accounting policies ' E (Continued)

Classifieation of financial liabilities

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

Basic financial liabflities

Basic financiel liebilities, including creditors, bank loans, loans from fellow group oompames and pxefemnse
shares that are classified as debt, are initially remgnised 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 2 market rete of interest. Financial llabﬂlﬁw classified as payable w:thm one year are not amortised.

Debt instruments 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 acquired in the ordinary course of
business from suppliers. Amounts payable are classified as current liabilitics if payment is due within one year or
Jess. If not, they are presented as non-current liabilities. Trade creditors are recognised initially at transaction price
and subsequently measured at amortised cost using the effective interest method, -

Other financial liabllities

Deébt instruments that do not meet the conditiona in FRS 102 paragraph 11.9 are subsequently measured at fair
value through profit or loss. Debt instruments may | be designated as being measured at fair value though profit or-
loss to eliminate or reduce an accounting mismatch or if the instruments are measured and their performance
evaluated on a fair value basis in accordance with a documented risk menagement or investment strategy.

Derecognition of financial liabilities

. Financial liabilities are derecognised when the company’s conuactual obhgauons expire or are discharged or

L1

112

cancelled:

Equity instruments '

Equity instruments issued by the company are recorded at the proceeds received, “net of transaction costs,
Dlvxdenm__le on eqmty instruments are recognised as liabilities once they ar_e'_'ng_fggger 8t the discretion of
the company.

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

Current tax

The tax currently payable is based on taxable profit for the year. ’lhxable profit differs from net profit as reported in
the profit and loss account because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or deductible. The compeny's liability for current tax is

" calculated using tax rates that have been enacted or substantively enacted by the reporting end date.
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MERITOR REAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

113

114

1.15

Aceounﬁ'x’lg policies ‘ . - (Continued)

Deferred tax ' ‘
Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are recognised to
the extent that it is probable that they will be recovered against the reversal of deferred tax liabilities or other future
taxable profits. Such assets and liabilities are not recogmsed if the timing différence arises ffom goodwill or from
the initial recognition of other assets and libilities in a transaction that affects neither the tax profit nor the

accounting profit.

_'l‘hecarrymgamountofdcferredmassetsisrevxewedaxcMmorﬁmmdedeﬁuewmmtﬂ;at:t

is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to.be recovered.
Defenedtaxxscalculatedatthemxmthntmmpmdﬁo applymthepenodwhenthehabihty is settled or the
asset is realised. Deferred tax is charged or credited in the profit and loss account, except when it relates to items
chargedorclediwddlrectlyweqmty, in which case the deferred tax is also dealt with in equity. Déferred tax assets
and liabilities are offset when the company has a legally enforceable: nght to offset current tax assets and liabilities
and the deferred tax essets and liabilities relaté to taxes levied by the same tax authority.

" Provisions

Provigions are recognised when the company has a legal of constructive present obligation as g result of a past
event, it is probable that the company will be required to settle that oblxgation anid a reliabie estimate can be mads
of the amount of the obligatlon

The amount recognised as a provision is the- best estimate of the consideration required to settle the present -
obligation at the reporting end date, taking into account the risks and uncertainties surrounding the obligation.
Where the effect of the time value of money is material, the amount cxpecwd to be required to settle the obligation
is recogriised at present value. Whien a provision is measured st present value, the uniwinding of the discount is
recognised as & finance cost in profit or loss in the period in which it arises.

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

The. wst of any unused holiday entitlement is recognised in the period in w,hJch the employee’s services are
regaived,.  ——.

o

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

Retlrement benefits
Paymetm to deﬁned contribution retirement bénefit schemes are charged as an expense as they fall due.

Thz cost of providing benefits under defined benefit plans is: detemined separately for cach plan using the
projectzd unit credit method, and is based on actuarial advice.

The change in the net defined benefit liability arising from employee service during the year is recognised &s an

cmployec cost. The cost of plan introductions, bensfit chenges, settlements and curtailments are recognised as an
expense in measuring profit ot loss in the period in which they arise.

The net interest element is determined by muluplying the net defined benefit liability by the discount rate, taking

‘into account any changes in the net defined benefit liability during the perlod as a result of contribition and benefit

payments. ‘The net interest is-recognised in profit or loss as other finance revenue or cost.

Remeasurement changes comprise ectugrial gains and losses. the effect of the asset ceiling and the return on the
net defined benefit habxlity excludmg amounts included in net interest. These are recognised immediately in other
comprehensxve income in the period in which thcy occur and are not reclassified to profit and loss in subsequent

periods.
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 201§

1.16

Accounting policies - ‘ , (Continued)

. The net defined benefit pension asset or lisbility in the balance sheet comprises the total for each plan of the

present value of the defined benefit obligation (using a discount rate based on high quality corporate bonds), less
the fair value, of plan assets out of which the obllgsuons are to be settled directly Fair velue 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 refunds frmn
the scheme.

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

A grant that specxﬂes performance conditions is recogmsed in income when the performance conditions are met.
Where a grant does not specify performance conditions it is recognised in income when the proceeds are received
or recexvablc A grent received before the recognition criteria are satisfied is recogriised as a liability.

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 liabilitics that are not readily apparent from other sources.
The estimates and associated essumptions are based on historical experience and other factors that are considered
to be relevant. Actual resulfs may differ from these estimates,

The estimates and underlying assumptions are.reviewed on an ongbmg Jbasis. Revisions to ancounting cstimates are
recogmsed 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.

Crltieal Judgements
The following judgements (apart from those involving estimates) have had the most significant effect on amourts
recognised in the financial statements, .

Impmrment of fixed assets and recoverability of amounts rcceivg g from group undertakings -

Assets, other than thoge measured at fair value, are assessed for indicators of impairment at each balance sheet
date. If there is objective evidence of hnpairment. an impnirmem loss is recogriised in profit or loss as follows: for
financial assets carried at cost less impairment, the impairment loss is the difference between the asset's carrying
amount and the best estimate of the amount that would be received for the asset it if it were to be sold at the

reporting date.

The carrying value of reccivables from group undertakings et the balance sheet date was £30,467,000 (2017:

£39,657,000). The carrying: ‘value of fixed assets at the balance shect date was £30 138,000 (2017: £27,815 000)

Turnover and other revenue

An analysis of the company's turover is as follows:

2018 2017
£000 £ 000

. Turnover .
Sale of goods and services : 143,619 119,982
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. MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

) FOR THE YEAR ENDED 30 SEPTEMBER 2018

3 Tarnover and other revenue

Other significant income
Interest income
Grants received

~ Turnover anslysed by geographical market

United Kingdom
Rest of Europe
Rest of the World Co-

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

Exchange losses
Research and development costs.

Government grants s

Depreciation of owned tangible fixed assets

Depreciation of tangible fixed assets held under finance lenses
Amortisation of intangible assets

Operating lease charges

[k
5  Auditor's remunentlon
Fees payable to the company's auditor end associates:

For audit services
Audit of the financial statements of the compeny

Gaisen EERRITG—— ¥la pey

2,800
395

‘2018

1,526

121,369
20,724

143,619

2018

- 203
3,291

(95

3,802

736
196

2018

120

(Continued)

2,100
+ 498

2017

938
3,068

(498) |

3,239
33
659
197

2017

116
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RO

2018
Number
Production 379
Sales and distribution 39
Administration 53
am
Their aggregate remuneration comprised: .
2018
£000
Wages and salaries 16,384
Social security costs 1,814
Pension costs (note 21) 2,091
20_,289
4. Directors’ remuneration »
2018 .
£000
Remunmuon for qualifying services : 148
- Company pension contributions to defined oonmbuﬂm,schnmes.._ . ‘ 5
153

MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 SEPTEMBER 2018

6 Employees

'I‘Hc average monthly number of pemom (including directors) employed by the company during the year was:

2017
Number

341 .

38

18l s

14,894
1,515
1,867

18,276

2017

£000

116
1

117

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

t01(2017-1),

The highest paid director received total remuncration of £153,000 (20]7; £117,000) in the year (i.ncluding
company contributions to defined contribution schemes of £5,000 (2017: £1,000).

The remaining company directors are remunerated for their services by Meritor Inc for their services to the group
as a whole, and it is not practicable to allocate their services to the company from their services to other group

companies,

8  Interest receivable and similar income

- Interest income
Interest on the net defined benefit asset

2018

" £000

- 2,100

-21:
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUE]j)

FOR THE YEAR ENDED 30 SEPTEMBER 2018

9  Interest payable and similar expenses

Interest payable to group undertakings
10 Taxation

Current tax .
UK corporation tax on losses for the current period

2018
£000
234

2018
£000

(2543)

2017
£000

2017
£000

(2,040)

Thzactualcrednforﬁ;eyearcanbemconcxledtotheexmctedmdnfmﬂxeyea:basedonthnmﬁtorloss and -

the smdard rate of tax as followa:

.

* Loss befﬁxe mxatic;n

Expected tax credit based on the standard rate of corporation tax in the UK of
19.00% (2017: 19.50%)

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

Change in unrecognised deferred tax assets

Effect of change in corporation tax rate

Effects of group relief not paid for

s — e -

Taxation for the year

2018
£000

(6,260)

(1,189)
69

(63)

(1,808)
300
148

(2,543)

2017
£000

(4,712)

(919)
57

(1478)
300 °

@040 .

In addition to the amount credited to the profit and loss account, the ﬂol.lowmg amounts relating to tax hnve been

' recognised directly in other comprehensive income:

Current tax arising on:
Actuarial differences recognised as other comprehensive income

2018

£000

2,856

2017
£000

2,040

Changes to the UK corporaﬁon tex rates were: substanuvely enacted a8 pm of Finance Bill 2015 (on 26 October
" 2015) and Finance Bill 2016 {on 7 Septembier 2016). These include reductions to the main rate to redice the rate to
19% from 1 April 2017 and to 17% from 1 April 2020: Deferred texes at the balarice shéet date have been

measured using the 17%enactedmratcmdarereﬂectedinthmﬂmcial statements.
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 SEPTEMBER 2018

1

Intangible fixed assets

Cost
At 1 October 2017
Addiﬁons

At 30 September 2018
Amortisation and impairment

At10October2017 .
Amortisation charged for the year

At 30 September 2018

Carrying amount
At 30 September 2018

\

At 30 Septamber 2017

Goodwill Software
g000 £000
41,255 3,612
S 222
41,255 3,834
41,285 659
. 736
41,258 1,395
. 2,439

- 2,053

Tetal
£ 000

44,867
222
45,089

41,914

736
42,650

2,439

2,953

-23-
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE HNANC]ALSTATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 SEPTEMBER 2018

12 Tangible fixed assets

Cost

. At 1 October 2017
Additions
Transfers
A130 September 2018
Depretiation end impairment
At 1 Octoter.2017
Depreciation charged in the year
Eliminated in respect of disposals
At 30 Scptember 2018

‘Carrying smonut
At 30 Scptember 2018

At 30 Septzmber 2017

Land and-Agsets under  Plant and
buildings construetion . machinery

Freehold
£000

16,208
774
16,982

4,396
667
5,063

—
o

1,91

11,812

£000

2,677
6129

G129

5,677

£000

41814

(1,138)
1,452
42128

29,788
2413
(1.134)

31,067

11,061

12,026

Tooling Fixtures and

. fittings
£000 £000
5419 74

794 109
6213 183
4,188

%4 28
4382 33
1,331 150
1231 69

ll

Motor

vehicles

98

as)

ol

98

16)

I 1. Tl

Total

£000

66,290
6,129
(1,154)
71,265

38,475
3,802
(1,150

41,127

30,133

21,815
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

12

13

14

Tangible fixed assets B

(Continued)

The net carrying value of tangible fixed assets includes the followmg in respect of assets hcld under ﬁnance leases

or hire purchase contracts.

Plant and machinery

Depreciation charge for the year in respect of leaged assets

2018 2017
£000 £ 000

- 135

: 33

Frechold land which is not aepreciated has a cost and net book value of £1,741,000 (2017: £1,741,000).

. Fixed asset investments

Note

Investments in subsidiarics ' ' ' ~ 14

Movements in fixed asset investments

Costor vnlnnﬁon
At 1 October 2017 & 30 September 2018

Carrying nmount
At 30 September: 2017 & 30 Seglember 2018

_Subsidiaries

Details of the (;ompany's subsidiary et 30 September 2018 are as follows:

Name of undertaking Regﬁtemd Nature of business
office :

Meritor Czechs.ro, annerova 572, Vrchlabi, Brake dlsc

Vrchlabi 1 543 01 Czech remanufactunng
Republic

Ordinary

2018 2017 -
£000 " £000
3 3

Shares in group
undertakings
£000

w

Class of % Held
shares held Direct Inglirect

100.00

=25~
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

15

16

17

Stocks

2018 2017

£ 000 £000

Raw materials and consunint_:les ‘ 1,744 1,459

"Work in progress : o ) 3,057 2,318

Finished goads and goods for resale - A : 603 539

5,404 4,316

Debtors

. 2018 2017

Amounts failing due within one year: : _ £ 000 £000

Trede debtors 4 | 12665 10,894

Corporation tax recoverable - . 698 89

Amounts owed by group undertakings 30,467 39,657
Other debtors 3,861 2,553 .

* Prepayments and accrued income s 360 238

, 48,046 53,431

Amounts owed by group undertakings attract no interest end are payable on demand, -

The company is part of a group wide cash pooling, agreement, Interest is received on any amount.owed by thé cash
poolm,g eiitity 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: amoants falling due within one year = -
e . 2018 — 2017

Note . £000 £000

Trade creditors ‘ 18,457 19,887
Amounts owed to group undertakings . 23,508 21,544 -
Other taxation and social security , ' ) 612 . 282

Government grants - ’ 19 429 387

Other creditors L o ’ 79 80

Accruals and deferred income ' 3,631 _ 3,761

46,716 45941

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 agrecment. Interest is received on any emount 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 &t a rate of
IBOR plus 0.5%.

-28-
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MERITOR HEAVY VEHICLE BRAKING SYSTE;V[S (UK) LIMITED .

. NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 SEPTEMBER 2018

18  Creditors: amounts falling due after more than one year

D)
2018 2017
Note - £000 £ 000
. Government grants . » 19 - -210 )
19 Govérnm ent grants
Deferred income is included in the financial statements as follows:
: ' 2018 2017
£ 000 £000
Current liabilities . : - 429 387
Non-current liabilities . ) 210 494
' 639 881
20 ' Provisions for libilities - v
2018 2017
- £000 £ 000
Long service holiday award ' ‘ 87 84
Product warranties ' C ' 4,171 698
Environmental - (i 73
' Legal claims : : 784 764
- 5,121 1,619
Movements-on p?éﬁ'sions: : SR v
Long service ProductEnvironmental Legal claims Total
holiday award warranties ) )
£000 £000 £000 £000 £ 000
At 1 October 2017 84 698 S 764 T 1,619
Additional provisions in the year 20 3,783 n . 3,874
Utilisation of provision an . (214) (65) - (296)
Revaluation - (96) = 20 (76)
At30 Scptember 2018 87 aim M 784 5,121

— . m—

The company holiday pay policy allows long-standing employees with 25 or more years’ service to accumulate
additional holidays over and above the normal holiday entitlement. Unused entitlement can be carried forward to
future periods for settiement either by holiday taken, or cash payraent m lleu. 'I'hc liability is expected to be paid
within 12 months of the balance sheet date. ‘
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MERITOR HEAVY VEHICLE BRAKING SYSTEMS (UK) LIMITED ,

NOTES 'l‘O THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 SEPTEMBER 2018

(Continued)

20 Provisions for liahilities

The company records estimated product warranty costs at the time of shipment of products to customars Warranty
reserves are primarily based on factors that include past claims experience, sales lnstory product manufacturing
and enginecnng changes and indusu-y developments, Liabilitics for product recall campaigns are recorded at the
time the company's obligation is kriown and can be reasonably cstimated. Produict warranties are recorded for
known warranty issues when amounts can be reasonably estimated. It is expected thdt the majority of this
mpendlturcvn]lbemcmedw:ﬂﬂnoneywofﬂlebalanceshectdate

Applicable laws and regulations relating to the discharge of substances into the envnonment, the disposal of
hazardous wastes and other activitics affecting the environment have had an impact on the company at its site at
Grange Road, Cwmbran. The process of estimating environmental libilities is complex and dependent upon

evolving physical and scientific data at the particular sites impacted, uncertainties as to remedies and technologies

to be used and the outcome of discussions with regulatory agencics. The company records liabilities for
environmental issues in the accounting period in-which it is considered there exists a present obligation (legal or
oonsuucuve) to medxate, it i3 probable that the abligation will be settled and the cost can 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 eompany 's environmental liabilities are costs for on-

going operation, maintenance and monitoring at eénvironmental sites in which remediation has been put into place.
Remediation of all known énvirorimental issues pmwded for is expected to be undemken and paid within two
years of the balance sheet date.

The compiny has recorded estirhated legal costs (not covered by insurance policies) relating to ongoing legal
claims. for damages. Legal claims are ongoing and the timing of payments are uncertain, however e provision is
recognised where et the balance sheet date the company: hes a present obligation to remediste, it is probable that
the obligation will be settled and the costs can be reliably measured. It is expected thit the iajority of this
expenditure will be incurred within three years of the balance shest date

21 Reﬁmment'béneﬁf schemes . A , '
2018 2017
-Deﬁned contribnhon schemes . ) . ) £.000 £ 000

”"“"Cﬁhrge‘fo profit or 1pss in fespect of defined contribution schemes ==~ i 2,091 1,867

The ‘company operates a defined contribution pension schéme for all qualifying employees. The assets of the
scheme are held separately from those of the company in an independently administered fund.
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Retirement benefit schemes {Continued)

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

The company mrtmpm in the' ArvinMeritor UK Pension Scheme (formerly the Meritor Automoﬁve UK Pension
Scheine), which is a fiinded, mult:-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 Schérne is-closed to new members and future accrual,

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

The ﬁollowing disclosures relate to the Schieme as a whole and not this company’s share of the Scheme Since the
company i3 "legally responsible” for the plan and there is o agreement ar policy for allocating the cost to other
group entities, in accordance with ‘Section 28 of FRS 102 the company has recognised the Scheme costs and
associated surphis whilst other group entities simply recognise a cost equal to any contributions for the period. The
Scheme is a defined benefit scheme and the related costs of the Scheme are asseased in accordance with the advice
of qualified mdependent actuaries,

The most recent actusrial valuations of plan assets and the present value of the dcfmed benefit obligation were
carried out at 17 November 2017 by Aon Hewitt Limited, Fellow-of the Institute of Actuaries. The present value of
the défined benefit obligatlon, the related current service cost and past service cost were measured using the
projected unit credit method.

[

. S : 2018 - 2017
Key assumptions % %
RPIInflation* . ‘ 32 32
CPI Inflation* : 2.1 2.1
Pension increases in payment: ~

Pre 6 April 2005 pension in excess of GMP‘ L . : 31 3.1

. Post 6 April 2005 pension in-excess of G . 22 22 -
T Post 88 GMP : e 1.9 1.8
Discount rate for Scheme liabilitics , : 29 28

*Following an announcement from the UK Government in July 2010, pensions for deferred. members of the -
Scheme have been revalued since 2010 in line with Consumer Prices Indexation (CPI) rather than Retail Prices
Indexation (RPI) a8 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 liebility calculations on ar after 30 September 2006.

Mortality assumptions ' ) 2018 2017

Assumed life expectations on retirement at age 65: . Years Years

Retiring today :

« Males 2038 20.7
Retiring in 20 yeare

- Males 22,0 219
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Retirement benefit schemes ;
. _ 2018
Amounts recognised In the profit and loss account £ 000
Net interest on defined benefit (asset) : " (2.800)
Administrative expenses : 1,200
Plan introductions, changes, curtailments and settlements 2,100
Total (income) o 500
) . . 2018
Amounts taken to other comprehensive income : , £000
Actual return on scheme assets " i (24.600)
Less: calculated interest element ’ ) , . ' 14 800
Return on scheme assets excluding interest income : , ' (9 800) .
Other grins and losses . : (7,000)
Total (income) \ (16,800)
The amounts included in  the balance sheet arising from the company's obligations
in respect of defined benefit plans are as follows:
A 2018
£000
- Present value of defined benefit obligations - e - 413,500
Fair value of plan assets : q;ﬁ___ .- (529,300)
 Surplus in scheme S (115,800)

Movemenis in the present value of defined benefit obligations

‘Liabilities at 1 October 2017

Plan introductions, changes, curtailments and settlements
Benefits paid -

Interest cost

Other gains and losses

At 30 September 2018

The defined benefit obligations arise from plans which are wholly or partly funded.

{Continned)

2017

£000

(2,100)
600

‘.

(1,500)

2017
£ 000

2,900
13.200

16,100
28,100)

(12,000)

2017
£ 000

436,200
" (535,300)

©9.100)

£000

436,200

(11,300)

(16,400)
12,000
(7,000)

413,500

o
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21 Retirement benefit sachemes

"Movements in the fair value of plan assets

Fair value of essets at 1 October 2017

Interest income

Return on plan assets (excluding amounts included in net interest)
Plan introductions, changes, curtailments and settlements
Benefits paid

Contributions by the employer
Administration costs

At30 September 2018

N
Falr value of plan assets at the reporting period end

Equity instruments

Debt instruments -

Property

Cash/net current assets

Hedge funds

Index-linked gilts

Coarporate & Absolute return bonds
Diversified Growth .

it

TR —— e b

22 Called up share capital

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

23  Contingent liabilities

2018
£000

131,200
41,200
31,300

2,900
53,000

110,700

107,200
51 800

529,‘300

(Continued)

£000 -

535,300

14,800

9,800
(13,400)
(16,400)

400
(1,200)

529,300

2017
- £000

124,500
41,000
29,700

800
51,400

110,600

127,300
50,000

535300

A legal charge is held by the Welsh Ministry over a portion of the land owned by Meritor Heavy Vehicle Systems

UK Limited in relation to the government grant received of £152,685 (2017: nil)

24 ﬁeihted perty transactions

" During the year the company purchased goods in the ordinary course of business from Ege Fren, a joint venture of
Meritor Inc which shared a director with Meritor Heavy Vehicle Systems Limited, at a cost of £6, 216, 875 (2017:
£6,247,698). Amounts owed to Ege Fren at the reporting date were £967,457 (2017: £280; ,488). These amounts all
relate to trading balances and aré inchuded in tradeé creditors. Ege Fren is a related party die to common directors.
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25  Controlling party

The immediate parent company 18 Arvin European Holdmgs (UK) Limited, a company incorporeted in England .

and Wales,

The ultimate parent company and controlling party of Meritor Heavy Vehicle Braking Systems (UK) Limited is
Meritor, 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. Copies
of the group financial statements of Meritor, Inc., are available from the company's registered eddress: 2135 West
Maple Road, Troy, Michxgan. 48084-7186, USA, They can also be downloaded from the website
www.meritor.com. : .
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