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Hydraqnip Hose & Hydraulics Limited

Strategic report
For the year ended 31 December 2022

Introduction‘

The directors present their strateglc report for Hydraqu Hose & Hydraullcs lelted for the ended 31st
December 2022 : . .

" The principal activities of the business dunng the year remalned the supply of hydraulic hose, fttungs '
components and systems via OEM, trade counters and a 24/7 On. Slte Hose Replacement .

Busmess review

) Management uses a range of performance measures to monitor and control the business. The most relevant
KPI'S are listed below. :

Turnover has increa’sed from £25,322,498 in 2021 to £28,874,902 this year Which the directors feel is a fantastic
result and reflective of the efforts made by the entire team during 2022 to sustain our existing sales and service
to our customers whilst also continuing to grow turnover through acquisition. '

The gross profit percentage of the business has marginally decreased from 51.7% in 2021 to 51.0% this year.
The net operating margin has increased from 13.2% in 2021 to 13.7% this year-as the company continued to
drive operating efficiency and customer servuce Net profit percentage has |mproved again as a result despite all
the worldwide challenges faced.

The effects of’ the global pandemic observed in 2021 were largely behind us. However the War in Ukraine.and
the inflationary environment led to an increase in operational costs, largely due to an increase in energy price
and Supply Chain disruption. We successfully mitigated these impacts through successful improved operational
performance and realisation of synergy benefits since the company was acquired. by Finning Services Limited.

Principal risks and uncertainties
Management continua“y monitor the key risks facing the company, together with assessing the controls used for ‘

managing these risks. The board of directors formally reviews and documents the principal risks facing the -
business. . .

Competitor pressure:

The market that the company operates in is considered to be very competitive. The company recognises the
balance of high quality product, competitive pricing and excellent service and this is what retains and attracts
new customers. The company strives to reduce competitor pressure by focusing |ts energy on |mprovmg these
three key areas and specifically working on raising service standards.. :

" Financial key performance indicators
" The balance sheet shows that the company's net assets at the year end have increased from £9,613,776 to

£11 ,255, 859

This report was approved by the board on 28 September 2023 and S|gned onits behalf
J Machain =

Jay Macbain 29 Sep 2023 09:13:36 BST (UTC +1)

J MacBain'_
Director

‘ Page 1
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Hydraquip Hese & Hydraulics Limited A

Directors’ report
For the year ended 31 December 2022

The directors present their report and the financial statements for the year ended 31 December 2022.
Directors' responsibilities statement

" The directors are responsible for prepanng the Strategic report, the Directors' report and the fi nancnal statements.
in accordance with appllcable law and regulations.

‘Company law requires the dlrectors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland'. Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or loss of the Company for that period.

In prepari'ng these financial étatements, the directors are required to:

. select suitable accounting policies for the Company's financial statements and then apply them
consistently; ' : A ‘
K make judgments and accounting estimates that are reasonable and prudent;
e . prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

~ Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show -and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and to enable them to ensure that the financial statements comply with-the Companies Act 2006. They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Results and dividends
The profit for the year, after taxation. amounted to £3, 942 083 (2021 - £3,336,429).

D|V|dends totalling £2,300,000 (2021.- £N|l) were paid in the year. The dlrectors do not recommend payment ofa
further d|V|dend

Directors’
The directors who served during the year were:

‘| Carpenter (appointed 22 March 2022)
J.Coulson

* T Ferwerda (appointed 22 March 2022)
M Hogg (appointed 22 March 2022)
J MacBain
F Ennis (resigned 22 March 2022)
D MacBain (resigned 22 March 2022)

Future developments

{

On 22 March 2022, the entire share capital of the company was acquired by Finning Services Limited. The
Shareholders were delighted to sell the business to such a proven and well-established business and believe it
secures the future security and continued growth of the busnness All shareholders are retalned to execute the
current business plan.

{

Finning are backing the management team and 'h_ave supported three successful acquisitions in 2022_. The
company will continue to focus on Organic and Inorganic growth as well as explore international opportunities.

Pege 2
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Hydraquip Hose & Hydraulics Lirn'ifed
Directors' report (continued)
For the year ended 31 December 2022
Engagement wrth.employees
Employment.of disabled persons

~The Company is committed to a policy of recruitment and promotlon on the basis of aptltude and ability without
discrimination of any kind. Management actively pursues both the employment of disabled persons whenever a
suitable vacancy arises and the continued employment and retraining of employees who become disabled whilst.
employed- with the Company. Particular attention is given to training, career development and promotion of
disabled employees with a view to encouraging them to play an active role in the development of the business. -
Employee mvolvement
During the year the policy of prowdlng employees -with mformatlon about the Company. has been contlnued
through internal media methods. Regular meetings are held between management and employees to aIIow a
free flow of information and |deas .

~ Disclosure of information to auditor

Each of the persons who are directors at the time when this Directors' report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditor.is
unaware, and

e - the director has taken all the steps that ought to have been taken as a director in order to be aware of ahy A
relevant audit information and to establish that the Company’s auditor is aware of that information.

. Post balance eheet events -

~ There have been no significant events affecting the Corhpany since the year end.
Aud‘itor N |
Under section 487(2) of the Companies Act 2006 Krestoh Reeves LLP‘ will be. deerned to have been
reappointed as auditor 28 days after these financial statements were sent to members or 28 days after the latest

date prescrlbed for filing the accounts with the registrar, whichever is earlier.

This report was appr_oved by the boarq on 28 September 2023 and signed on its behalf.

J Machain

Jay Macbain 29 Sep 2023 09:13:36 BST (UTC +1)

"~ 'J MacBain
Director

Page 3
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Hydraquip Hose & Hydraulics Limited
Independent auditor's report to the members of Hydraquip Hose & Hydraulics Limited

. Opinion
We have audited_the financial statements of Hydraqmp Hose & Hydraulrcs Limited (the ‘Company’) for the year
ended 31 December 2022, which comprise the Statement of income and retalned earnings, the Balance sheet
and the related. notes, mcludlng a summary of significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and United Kingdom Accountrng Standards, including
Financial Reporting Standard 102 ‘The Financial Reporting Standard apphcable in the UK and Republic of
freland’ (United Klngdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

' .« give a true and fair view of the state of the Company‘s affairs as at 31 December.2022 and of its profit for

~ the year then ended;
.. have - been properly prepared in accordance wuth United Krngdom Generally Accepted Accountrng
Practice; and
o have been prepared in accordance with the requrrements of the Companles Act 2006

Basis for. opinion

We conducted our audit in accordance with International Standards.on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are rndependent of the Company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the United Kingdom, including
the Financial Reporting Council's Ethical Standard and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit ewdence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern.

In auditing the f nancial statements, we have concluded that the directors' use of the going concern basis of A
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the Company's ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsrbllltles and the responsibilities of the directors wnth respect to going concern are described in the ~
relevant sections of this report. .

Other information

The other information comprises the information included in the Annual Report other than the financial
statements and our Auditor's report thereon. The directors are responsible for the other information contained
within the Annual Report. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion
thereon. Our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the course of 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 this gives rise to a material misstatement in the
financial statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Page 4
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Hydraquip Hose & Hydraulics Limited
Independent auditor’s report to the members of Hydraquip Hose & Hydraolics Limited (continued)

Opinion 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 Strateglc report and the Directors' report for the fi nancral year for which the

- financial statemenits are prepared is consistent with the financial statements; and

. the Strateglc report and' the Directors’ report have been prepared in accordance wnth applicable legal
" requirements. .

Matters on which we are reqwred to report by except|on

In the light of the knowledge and understandlng of the Company and its environment obtalned in the course of
'the audlt we have not identified matenal misstatements in the Strategic report or'the Directors' report.

We have nothing to report in respect of the- fo||owung matters in relatlon to whlch the Companles Act 2006
requwes us to report to you if, in our opinion:

. adequate accountlng records have not been kept, or returns adequate for our audit have not been

.- received from branches not visited by us; or :

. the financial statements are not in agreement with the accounting records and returns or
. certain disclosures of directors' remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit.

" Responsibilities of directors

As explained more fully in- the. Directors' responsibilities statement- set out on page 2, the directors are
responsible for the preparation of the financial statements-and for being satisfied that they give a true and fair
view, and for such internal control as the directors determine is necessary to enable the preparatlon of financial
statements that are free from material mnsstatement whether due to fraud or error.

In preparing the -ﬁnancial'st_atements, the directors are responsible for assessing the Company's ability to
continue as a going concern, disclosing, -as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Company or to cease operations,
or have no realistic alternative but to do so.

Page5
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Hydraquip Hose & Hydraulics Limited

’

Independent auditor's report to the members of Hydraquip Hose & Hydraulics Limited (continued)

Auditor's responsibilities for the audit of the ﬁnancial statements

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

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
_in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities
" including fraud. The extent to which our procedures are capable of detecting |rregu|ar|t|es including fraud is

detailed below . o .

Based on our understanding of the company and industry, and through discussion wrth the directors and other
management (as required by auditing standards), we identified that the principal risks of non-compliance with
laws and regulations related to health and safety, company and employment law. We considered the extent to
which non-compliance might have a material effect on the financial statements. We also considered those laws
and regulations that have a direct impact on the preparation of the financial statements such as the Companies
Act 2006, taxation and pension legislation. We communicated identified laws and regulations throughout our
team and remained alert to -any indications of non-compliance throughout the audit. We evaluated
management'’s incentives and opportunities for fraudulent manipulation of the financial statements (including the
risk of override of controls), and determined that the principal risks were related to. Audit procedures performed
by the engagement team included:

o Discussions with management and assessment of known or suspected instances of non-compliance with

laws and regulations (including health and safety) and fraud, and review of the reports made by -
) management and internal audit; and

* Assessment of identified fraud risk factors; and
Challenging assumptions and judgements made by management in its significant accountmg estimates; and

e Checking and reperforming the reconciliation of key control accounts; and .

» Performing analytical procedures to identify any unusual or unexpected relationships, mciudlng related party
transactions, that may indicate risks of material misstatement due to fraud; and

« Confirmation of related parties with management, and review of transactions throughout the period to identify
any previously undisclosed transactions with related parties outside the normal course of business; and

e Performing analytical procedures with automated data analytlcs tools to identify any unusual or unexpected
relationships, including related party transactions that may mdlcate risks of material misstatement due to

~fraud; and . : -

e Review of srgmf icant and unusual transactlons and evaluation of the underlying financial rationale supporting
the transactions; .and -

 Identifying and testing journai entries, in partlcular any manual entnes made at the year end for f nancial
statement preparation.

Because of the inherent limitations of an audit, there is a risk that we will not detect all irregularities, including
“those leading to a material misstatement in the financial statements or non-compliance with regulation. This risk
increases the more that compliance with a law or regulation is removed from the events and transactions
reflected in the financial statéments, as we will be less likely to become aware of instances of non-compliance.
The risk is also greater regarding irregularities occurring due to fraud rather than error, as fraud mvolves

intentional concealment forgery, collusion, omission or mlsrepresentatlon -

“As part of an audit in accordance with ISAs (UK) we exercise professmnal judgment and maintain professronal
scepticism throughout the audit. We also:’ :

. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
.error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material

Page 6 .
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Hydraquip Hose & Hydraulics Limited -
Independent auditor's report to the members of Hydraquip Hose & Hydraulics Limited (continued)

misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
coflusion, forgery, intentional omissions, misrepresentations, or the override of internal control. ,
. Obtain an understanding of internal control relevant to the audit in order to design audit procedures -that
are appropriate in the circumstances, but not for the purpose of expressing an opinion of the effectiveness’

~ of the Company's internal control. .
e - Evaluate the appropriateness of accounting policies used and the reasonableness of accountlng

estimates and related disclosures made by the directors.
e - ‘Conclude on the appropriateness of the directors' use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude
- that a material uncertainty exists, we are required to draw attention in. our Auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our Auditor's report. However,
future events or conditions may cause the Company to cease to continue as a going concern. '
. Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlymg transacﬂons and events in a
manner that achleves fair presentation. :

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant defi C|enC|es in internal control that we
identify during our audit.

Use of our report

_ This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the

"Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's members

. those matters we are required to state to them in an Auditor's report and for no other purpose. To the fullest

extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company's members, as a body, for our audit work, for this report, or for the opinions we have formed.

[Ceston Peeres (LF

Tracey Becker (Senior statutory auditor)

for and on behalf of .
Kreston Reeves LLP

Chartered Accountants
Statutory Auditor

-Montague Place
Quayside )
Chatham Maritime
Chatham

Kent
ME4 4QU

29 September 2023

. Page 7 A
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Hydraquip Hose & Hydraulics Limited

' Statement of income and retamed earnings
For the year ended 31 December 2022

“Turnover
Cost of sales

Gross profit

Administrative expenses '
Other operating income

Operating profit

"~ Amounts written off investments
Interest receivable and similar income

Profit before tax

" Tax on profit

Profit after fax

Retained ea_fning‘s at the beginning of the year.

Profit for the year
Dividends declared and pald

Retained earnings at the end of the year-

Note

10

1"

2022

2021
£

28,874,902 25,322,498
(14,138,856) (12,223,629) -

14,736,046 13,098,869

© (9,881,325) - (9,230,056)

. 197,404
4,854,721  4,066217

. (55)

| 105 - 1,484

4,854,826 4,067,646

(912,743)  (731,217)

. 3,942,083 ' 3,336,429
9,375,026 6,038,597 -
9,375,026 6,038,597
3,942,083 3,336,429
(2,300,000 . -
11,017,109 19,375,026

There were no recognised gams and losses for 2022 or 2021 ‘other than those included in the statement of .

income and retained earnings.

- The notes on pages 10 to 25 form part of these financial statements.

Page 8
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Hydraquip Hose & Hydraulics Limited
Registered number: 04937556

Balance sheet e
_ As at 31 December 2022

2022 2021

Note L : £ o £
Fixed assets » o _ o A
Intangible assets S 13 658,323 . -
Tangible assets -~ - 14 , 1,652,224 : 1,454,076
Investments - . ‘ S 15 7 © 165,000 ' 165,000
| | 2475547 1,619,076
Current assets R ) S - ;o ‘
Stocks L .16 - 3473478, ' 2,096,095 .
Debtors: amounts falling-due within one year . 17 - 5,495,583 ' 5,767,427
Cash at bank and in hand ) 18 - 3,556,869 o 4,350,660
12,525,630 o 12,214,182
Creditors: amounts falling due within one T
year 19 (3,433,545) '  (3,942,168)

' Net current assets . ‘ . 9,092,085 ' 8,272,014 .
Total assets less current |labl|ItIeS . ' 11,567,632." 9,891,090
Prowsmns for liabilities '

Deferred tax » 20  (311,773) S (277,314)-

4 . (173 . (@77,314)

Net assets o | ‘  11,255859 9,613,776
'Capital and reserves ) _

Called up share capital ' . 21 ; 229,608 v 229,608
Share premium account 22 S 9142 e - 9,142
Profit and loss account - . 22 11,017,109 ‘. 9,375,026

' 11,255,859 9,613,776

The financial statements were approved and authorlsed for issue by the board and were sngned on its behalf on’
28 September 2023. :

J Macbhbain

Jay Macbain 29 Sep 2023 09:13:36 BST (UTC +1)

J MacBain
Director .

The notes on pages 10 to 25 form part of these financial .statemen_ts.
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Hydraquip Hose & Hydraulics Limited -

‘Notes to the financial statements
For the year ended 31 December 2022

1.

General information

Hydraquip Hose & Hydraulics lelted is a prlvate company, Irmlted by shares, mcorporated in England

" with “a registration number of 04937556. The address of the reglstered office is Watllng Street,

Bndgetown Cannock Staffordshire, England, WS11 8LL.

The pnncrpal activities of the Company and its subsidiaries are that of the supply of hydraulic hose
ﬂttlngs components and systems via OEM trade counters and 24/7 On Site Hose Replacement

Accountmg policies

241

Basis of preparation of financial statements

The financial statements have been prepared under.the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting - Standard appllcable in the UK and the Repubhc of Ireland and the
Companies Act 2006.

The preparation of financial statements in- compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applylng the
Company's accountmg pollcues (see note 3). . . .

The financial statements are presented to the nearest Pound.

" The functional currency of these financial statements is Pounds ‘Sterling.

2.2

The following principal accounting policies have been abplied_:
Financial Reporting Standard 102 - reduced disclos.ure exemptions

The Company has taken advantage. of the following disclosure exemptions’ in preparlng these
financial statements, as permitted by the FRS 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland": . .

. the requirements of Section 7 Statement of Cash Flows;
o the requirements of Section 3’ Financial Statement Presentation paragraph 3.17(d);

. the requirements of Section 11 Fmanmal Instruments paragraphs 11.42, 11.44 to 11 45 11.47,

23

11.48(a)(iii),-11.48(a)(iv), 11.48(b) and 11.48(c);

. the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12 27,
12 29(a), 12.29(b) and 12.29A,; . A
e - the requirements of Section 33 Related Party Disclosures paragraph 33.7.

Thrs'mformatlon is included in the‘eonsolndated financial statements of Finning H.oldings as at 31
December 2022 and these financial statements may be obtained from' Watlmg Street Bndgtown
Cannock, Staffordshire, WS11 8LL

Exemption from preparing consolidated financial statements

The Company is a parent company that is also a subsidiary included in the consolidated financial

‘statements of a larger group by a parent undertaking established under the law of a state other than

the United Kingdom and is therefore exempt from the requirement to prepare -consolidated fi nancral

" statements under section 401 of the Compames Act 2006.

Page 10
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" 'Hydraquip Hose & Hydraulics Limited

‘Notes to the financial statements '
For the year ended 31 December 2022

2. Accounting policies (continued)

24

25

2.6

Going concern

The use of the going concern . basis of accounting is appropriate as there are .no material
uncertainties related to events or conditions that may cast significant doubt about the ability of the

_Company to continue as a going concern.

Foreign currency translation

Functional and presentation cnrrency

The Con1pany's functi.onal and presentational cnrrency is GBP.
Transactions and balances

Foreign currency transactions are translated |nto the functional currency using the spot exchange
rates at the dates of the transactions. -

At each period end foreign currency monetary items are translated using the closing rate. Non- .
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when falr value was determmed

Forelgn exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in profit or loss except when deferred in other comprehensrve income as
qualifying cash flow hedges.

. Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are

presented in the Statement of income and retained earnings within 'finance income or costs'. All other
foreign exchange gains and.losses are presented in profit or loss within ‘other operating income'.

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised: ‘

" -Sale of goods

" Revenue from the sale of goods is recognised when all of the following conditions are satisfied:

. the Company has transferred the significant risks and rewards of ownership to the buyer;
. the Company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;
e ~the amount of revenue can be measured reliably;
) it is probable that the Company will receive the consideration due under the transaction; and

. the costs incurred or to be _mcurred in respect of the transaction can be measured reliably.

Page 11
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Hydraquip Hose & Hydraulics Limited

Notes to the financial statements .
For the year ended 31 December 2022

2.

'.27

- Accournting policies (continued)

Operatmg leases: the Company as lessee

Rentals paid under operating Ieases are charged to profit or loss on a straight-line basis over the‘
lease term.

* Benefits received and recelvable as an mcentlve to sign an operating lease are recoghised on a

2.8

29

straight-line basis over the lease term, unless another systematrc basis is representative .of the time
pattern of the Iessee s benef t from the use of the leased asset. :

Government grants

Grants of a revenue nature are recognised in the Statement of income and retained earnings in the
same period as the related expenditure. oo

Interest income

Interest i income is recogmsed in profit or loss using the effectrve interest method

2.10 Pensmns

" 2.11 Current and deferred taxation

Defined contribution pension plan

" The Company operates a defined contribution plan for its Aemployees A defined contribution plan is a

pension plan under which the Company pays fixed contributions into a separate entrty Once the
contrrbutrons have been paid the Company has no further payment oblrgatrons

The contributions are recognised as an-expense in profit or loss when they fall due. Amounts not paid .

.are shown in accruals as a liability in the Balance sheet. The assets of the plan are held separately

from the Company in independently admlnrstered funds. .

.The tax expense for the year comprises current and deferred tax. Tax is recognlsed in profit or loss

except that a charge attributable to an item of income and expense recognised as other

.comprehensive income "or to an item recognised directly in equity is also recognised in .other

comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the balance sheet date in the countries where the Company
operates and generates income. :

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the balance sheet date, except that:

. ‘“The recognmon of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax ’
allowances have been met,

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.
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Hydraquip Hose & Hydraulics Limited

-Notes to the financial statements
For the year ended 31 December 2022

L4

2. Accounting policies (continued)
2.12 Intangible assets

Goodwill

" Goodwill represents the difference between amounts paid on the cost of a business combination and
the acquirer’s interest in the fair value of its identifiable assets and liabilities of the acquiree at the
date of acquisition. Subsequent to initial recognition, goodwill is measured at cost less accumulated
amortisation and accumulated impairment losses. Goodwill is amortised on a straight-line basis to the
Statement of income and retained earnings over its useful economic life. :

* Other intangible assets
Intangible assets are 'initially recognised at cost. After recognition, under the cost nﬁodel intangible ‘

~_assets are measured at cost less any accumulated amortisation and any accumulated |mpa|rment’

. losses.

-All intangible assets are considered to have a finite useful life. If a reliable estimate of the useful life
cannot be made, the useful life shall not exceed ten years.

The est|mated useful Ilves range as follows:

Customer relatlonshlps : . 10  years
Goodwill - 10 years .

2.13 Tangible fixed assets
Tangible fixed assets under the cost model are stated at historical cost less accumulated -
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
_directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by’ management.

Depreciation is charged so as to aIIocate the cost of assets Iess their reS|duaI value over the|r
estlmated useful lives. :

Depreciation is provided on the following basis:

Improvements to property - 10% straight line -

Plant and machinery -~ - 15% reducing balance
Motor vehicles : - 25% reducing balance
Fixtures and ﬁttings - 15-25% reducing balance

The assets' residual values, useful lives and deprecnatlon methods are revnewed and adjusted
prospectlvely if appropriate, or if there is an indication of a signifi cant change since the last reporting
‘date.

Galns and losses on disposals are determined by comparlng the proceeds with the carrying amount
and are recognlsed in profit or loss.
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Hydraquib Hose & Hydraulics Limited

'Notes to the financial statements
For the year ended 31 December 2022 .

2. . Accounting policies (continued)

2.14 Impairment of fixed assets and gbodwill

Assets that are subject to depreciation or amortisation are assessed at each balance sheet date to
determine whether there is any indication that the assets are impaired. Where there is any indication
that an asset may be impaired, the carrying value of the asset (or cash-generating unit to which the
asset has been allocated) is tested for impairment. An impairment loss is recognised for the amount
by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset's (or CGU's) fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (CGUs). Non-financial assets that have been previously impaired are reviewed
_at each balance sheet date to assess whether there is any indication that the impairment losses
recognised in prior periods may no longer exist or may have decreased.

2.15 Valuation of investments}
Investments in subsidiaries are measured at cost less accumulated impairment. ‘
2.16 Stocks -

Stocks are stated at the lower of cost and net realisable value, being the estimated selling 'price less
costs to complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work in
progress and finished goods include labour and attributable overheads.

At each balance sheet date, stocks are assessed for impairment If stock'is impaired, the carrying -
amount is reduced to its selling price less costs to complete and sell. The |mpa|rment Ioss is
recognised immediately in profit or loss. - .

2.17 Debtors

Short-term ‘debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less. any impairment. ' -

2.18 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty

on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no :
more than three months from the date of acquisition and that are readily convertible to known

amounts of cash with'insignificant risk of change in value.

2.19 Creditors B o S

Short-term creditors are measured at the transaction price. Other financial liabilities, including bank _
" loans, are measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method. : .

2.20 Provisions for liabilities

Provisions are made where an event has taken place that givesAthe Company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefi t and a reliable estimate
can be made of the amount of the obllgatlon ' .

Provisions are charged as an expense to profit or loss in the year that the Company becomes aware
of the obligation, and are measured at the best estimate at the balance sheet date of the expenditure
required to settle the obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried |n the Balance sheet.
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Hydraquip Hose & Hydraulics Limited

'Notes to the financial statements
For the year ended 31 December 2022

2. Accounting pelicies (continued)

2.21 Financial instruments

The Company has elected to apply the provisions of Section 11 “Basic Financial Instruments” of FRS
102 to all of its financial instruments. .

Financial mstruments are recognised in the Companys Balance sheet when the Company becomes
party to the contractual provisions of the instrument. . . :

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

Basic financial assets

Basic financial assets, which include trade and other receivables, cash and bank balances, are
initially measured at their transaction price including transaction costs and are subsequently carried
at their amortised cost using the effective interest method, less any provision for impairment, unless
the arrangement constitutes a financing transaction, where the transaction is measured at the
present value of the future recelpts discounted at a market rate of interest.

Dlscountmg is omitted where the effect of discounting is immaterial. The Company's cash and cash
equivalents, trade and most other receivables due with the operating cycle fall into this category of
financial instruments. '

Other fmanmal assets

_Other fi nanmal assets, whlch mcludes investments in equity mstruments which are not cIassn‘” ed as
subsidiaries, associates or joint ventures, are initially measured at fair value, which is normally the
recognised transaction price. Such assets are subsequently measured at fair value with the changes
in fair value being recognised in the profit or loss. Where other financial assets are not publicly
traded, hence their fair value cannot be measured rellably, they are measured at cost’ less
|mpa|rment

Impairment of financial assets
Financial assets are assessed for in‘dicators of impairment at each reporting date.

Financial assets are impaired when events, subsequent to their initial recognition, indicate the

estimated future, cash flows derived from the financial asset(s) have been adversely impacted. The
* impairment loss quI be the difference between the current carrying amount and the present value of

the future cash flows at the asset(s) original effective interest rate. :

If there is-a favourable change in relation to the events surrounding the impairment loss then the
impairment can be reviewed for possible reversal. The reversal will not cause the current carrying
amount to exceed the original carrying amount had the impairment . not been recognised. The
impairment reversal is recognised in the profit or loss. :

Financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual -
arrangements entered into.” An equity instruments any contract that evidences a residual interest in
the assets of the Company after the deduction of all its liabilities.

Basic financial liabilities, which include trade and other payables, bank loans and other loans are
initially measured at their transaction price after transaction costs. When this constitutes a financing
“transaction,” whereby the debt instrument is measured at the present value of the future receipts
discounted at a market rate of interest. Discounting is omitted where the effect of discounting is
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deraq'uip Hose & Hydraulics Limited

Notes to the financial statements
-For the year ended 31 December 2022

2. Accounting policies (continued)
2.21 Financial instruments (continued)
' immaterial

Debt mstruments are subsequently carried at thelr amortised cost using the effective interest rate
method.

Trade payables are obligations to pay for goods and services that have been acquired in the ordinary -
course of business from suppliers. Trade payables are classified as current liabilities if the payment is
due within one year. If not, they represent non-current liabilities. Trade payables are initially
recognised at their transaction price and subsequently are measured ‘at amortised cost using the
effective mterest method. Discounting is omitted where the effect of duscountmg |s immaterial.

Derecognmon of flnanclal mstruments
Derecognition of financial assets

Financial assets are derecognised when their contractual right to future cash flow expire, or are
-settled, or when the Company transfers the asset and substantially all the risks and rewards of
ownership to another party. If significant risks and rewards of ownership are retained after the

-. transfer to another party, then the Company will continue to recognise the value of the portlon of the
nsks and rewards retained.

Derecognition of financial Iiabilities

Financial - Ilabllmes are derecognlsed when 'the Company's contractual obllgatlons expire or are,
discharged or cancelled. .

2.22 Dividends

~ Equity dividends are recognised when'they become legally payable. Interim eduity dividends are °
recognised when paid. Final equity d|V|dends are recognlsed when approved by the shareholders at
“an annual general meeting.

3. Judgments in applying accountihg policies and key sources of estimation uncertainty

_The preparation of the financial statements requires the directors to make judgements, estimates and
assumptions that can affect the amounts reported for assets and liabilities, and the results for the year.
The nature of estimation is such though that actual outcomes could differ S|gn|fcantly from those
‘estlmates .

The followmg Judgements have had the most significant impact on amounts recogmsed in the . f' nancial
statements: :

[

Tangible fixed assets’

The Company has recognised tangible fixed assets with a carrying value of £1,652,224 (2021:
£1,466,262) at the reporting date (see note 14). These assets are stated at their cost less provision for
depreciation and impairment. The Company's accounting policy sets out the approach to calculating
-depreciation for immaterial assets acquired. For material assets the Company determines at acquisition
reliable estimates for the useful life of an asset, its residual value and decommissioning costs. These
estimates are based upon such factors as the expected use of the acquires asset and market conditions.
At subsequent reporting dates the Directors consider whether there are any factors such as technological .
advancements or changes in market conditions that indicate a need to reconsider the estimates used. '
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Hydraquip Hose & .Hy'draulics Limited

Notes to the finariéial statements .
For the year ended 31 December 2022

4,

Turnover

An analysis of turnover by class of business is as follows: .

- 2022
. , '
" Sales of goods 28,874,902
Analysis of turnover by country of destination:
2022
United Kingdom’ © 28,874,902
Other opefating income
| 2023
£
Government gfants receivable ) : o ‘ -
Operating profit
The operating profit is stated after charging:
"2022.
£
Exchange differences ©.’5,993
Other operating lease rentals - 1,070,781
. Loss on disposal of fixed assets 22,011

Auditor's remuneration

During the year, the Company obtained the following services from the Com‘pany'é, auditpr': .

2022
, £

Fees payable to the Company’s auditor for the audit of the Companys ‘
. financial statements : 15,750

£

2021
£

25,322,498

2021 .
£

25,322,498

2021
£

197,404

2021
£ -
- (137)

. 1,039,988

- 3,172

2021

14,250

The Company has taken a’dv'antage of the elxempti‘on not to disclose amounts paid for nqn-audit servicésl

as these are disclosed in the consoliqated accounts of the parent Company.
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Hydraquip Hose & Hydraulics Limited"
Notes to the financial statements .

For the year ended 31 December 2022 -
8. Employees

Staff costs, including directors' remuneration, were as follows:

‘Wages and salaries
Social security costs
Cost of defined contribution scheme

@

2022 2021

£ £
8,891,356 8,071,415
874,368 777,886
185,811 : 167,943
9,951,535 9,017,244

. The average rhonthly number of emploxees,' including the directors, during the _yeair was as'follows:

Productioh staff
 Administrative staff

9. Directors’ remuneration

Dn'ectors emoluments
Company contributions to def ned contribution pension schemes

2022 2021 -
No. No.
185 188
- 88 81
273 269
2022 2021
£ £
257,504 262,251
2,972 3,847
266,098

260,476

During the year retirement benefits were accruing to 3 dlrectors (2021 - 3)in respect of defined

contnbutuon pensuon schemes.

The highest paid dlrector received remuneration of £119,979 (2021 - £88 ,876).

" The value of the Company's contributions paid to a defined contribution pensnon scheme in-respect of the

, hlghest paid director amounted to £1,321 (2021 - £2 198).

10. Interest receivable

Other interest receivable
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Hydraquip Hose & Hydraulics Limited
Notes to the financial statements
For the year ended 31 December 2022

11.  Taxation -

Corporation tax

Current tax on profits for the year

Total current tax

Deferred tax

Origination and reversal of t|m|ng dlfferences
Changes to tax rates

Total deferred tax
Tax on profit

Factors affecting tax charge for the year

2022 2021
£ £
878,284 668,075 -
878,284 668,075
878,284 668,075
34,459 5,464
. . 57,678
34,459 63,142
912,743 731,217

The tax assessed for the year is lower than (2021 - lower than) the standard rate of corporation tax in the

UK of 19% (2021 - 19%). The dlfferences are explained below:

Profit on ordinary activities before tax

Profit on ordinary activities multiplied by.standard rate of corporation tax in
the UK of 19% (2021 - 19%)

Effects of:

Expenses not deductlble for tax purposes, other than goodwill amortlsatlon
and impairment

Capltal allowances for year in excess of depreciation
Other timing differences leading to an increase (decrease) in taxatuon

Adjustment in research and development tax credit leading to an increase
(decrease) in the tax charge .

' Changes in tax rates

Total tax charge for the year

Factors that may affect fuiure tax charges
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2022 2021
£ £
4,854,826 4,067,646
922,417 772,853
17,558 18,095
(29,448) (16,920)
(7.966)  (9.366)
- . (100,000)
10,182 66,555
912,743 731,217
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Hydraquip Hose & Hydraulics Limited

Notes to the financial statements .
_ For the year ended 31 December 2022

1. " Taxation (continued)

The main rate of corporation: tax increased on 1 April 2023 to 25%, for companles with taxable profits-
above £250,000. Companies with taxable profits below £50,000 will continue to pay at 19%, and marginal
relief will apply between these thresholds. This change forms part of The Finance B|II 2021, which was
substantlvely enacted on 24 May 2021. . :

- Deferred taxes have been measured usmg rates substantively enacted at the réporﬁng date and reflected
in these financial statements.

.The company has no unused tax losses.

12. ' Dividends

.2022 2021
£ . £
Dividends paid - | | 2,300,000 . -
13. Intangible assets
: Customer A 4
relationships Goodwill Total .
£ . £ £
Cost , : ‘ .
At 1 January 2022 : : . - 61,479 61,479
Additions ' ’ ’ 295,773 391,722 - 687,495
. At 31 December 2022 . ' 295,773 ° 453,201 748,974
Amortisétion : _ : o
At 1. January 2022 L T 61,479 61,479
Charge for the year on owned.assets , : 29,172 - 129,172
At 31 December 2022 - . 29,172 61,479 90,651
Net book value
" At 31 December 2022 . - 4 266,601 391,722 658,323 °

At 31 December 2021 | | | SR S
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" Hydraquip Hose & Hydraulics Limitéd '

Notes to the financial statements
For the year ended 31 December 2022

14. Tangible fixed assets

Freehold =~ Plantand * Motor Fixtures and

property machinery " vehicles - fittings Total
£ £ ‘ £ £ ‘ £
Cost or valuation . . -
At 1 January 2022 57,223 767,208 2,777,108 .464,373 4,065,912 -
~ Additions S 3727 61,623 658,134 ' 23,487 746,971
- Disposals - "(2,831) - (59,032) (112,395) (1,500) (175,758)
At 31 December 2022 | - 58,119 769,799 3,322,847 486,360 4,637,125
~ Depreciation . c . '
‘At 1 ,Jamiary 2022 .. 30,704 496,939 . 1,738,610 345,583 2,611,836
_Charge for the year on owned : R .
assets . 5,812 45,855 417,067 23,762 492,496
Disposals - ‘ (1,415) . (32,840) (84,032) - (1,144) (119,431)
" At 31 December 2022 - 35101 = 509,954 2,071,645 368,201 2,984,901
_Net book value '
At 31 December 2022 . 23,018 259,845 1,251,202 118,159 1,652,224
At 31 December 2021 - 26,519 E 270',269 1,038,498 - 118,790 1,454,076
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‘Hydraquip Hose & Hydraulics Limited

Notes to the financial statements A “ - A : f
For the year ended 31 December 2022 '

15. Fixed asset investments

Investments

) . in
- subsidiary
‘ companies- .
‘ £
Cost or valuation ) ) :
At 1 January 2022 ' s : : R " 685,000
At31December2022 ' N 685,000
Impairment o : : .
At 1 January 2022 i S ‘ o 520,000
" At31December2022 | ' 520,000
Nét book vélue
At31December2022 . : ' ‘ - 165,000
At 31 December 2021 - A o ) © 165,000
Subsidiary undertakings ‘ -
The following were subsidiary undertakings of the Company:
: . : Claés of :
Name : o : . * shares Holding
Applied Fluid Power Limited - ! : - Ordinary 100%
Hose Line Hydraulics Limited - Ordinary 100%
Linden Hose & Adaptors Limited A ‘ . Ordinary 100%
’ The registéred'ofﬁce of the above corhpanies i; the same as the parent company.
16. Stocks
2022 2021
. £ : £
Finished goods and goods for resale » . 3,473,178 2,096,095
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Hydfaq_uip Hose & Hydraulics Limited

Notes to the financial stateménts
For the year ended 31 December 2022

17.

18.

19.

Debtors

Trade debtors ,
Amounts owed by joint ventures and associated undertakings
Other debtors : ' '

Prepayments-and accrued income

Cash and cash equivalents

Cash at bank and in hand

'_'Credi‘tors: Amounts falling due within one year

Trade creditors

~ Amounts owed to group undertakings

Amounts owed to joint ventures

Cofporation tax

Other taxation and social security
Other creditors
Accruals and deferred income

Page.23

2021

£

2022
£ £
5,233,505 4,878,299
2956 . 345500
25;359 319,608
233,673 224,020
5,405,583, 5,767,427
2022 2021
£
3,556,869 4,350,660
2022 2021
£ £
1,513,046 ° 1439527 ..
38,896 38,996
- - 6,720
302,084 257 517
689,000 888,212
227,358 129,471
663,161 . 1,181,725

3,433,545

3,942,168
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Hydraquip Hose & Hydraulics Limited
Notes to the financial statements

.For the year ended 31 December 2022

~ 20. Deferred taxation

At beginning of year
Charged to profit or loss

At end of year

The provision for deferred taxation is made Jp‘ as follows:
Accelerated capital allowances

21.  Share capital
Allotted, called up and fully paid

229,608 (2021 229, 608) ORDINARY A shares of £1.00 each

22. Reserves

Share premium account

' 229,608

12022
E
(277,314)

(34,459) -
(311,773)
2022 2021
£ £
(311,773) . (277,314)
(311,773) - (277.314)
- 2022 . 2021
£ £
229,608 .

‘This reserve records the amount above the nominal value received for shares sold, less transaction costs.

' Profit and loss account °

This reserve records retained earnings and accumulated losses. -

23. 'Pensibn commitments

The Company operates a defined contributions pension scheme. The assets of the scheme are held
- separately from those of the Company in an independently administered fund. The pension cost charge
represents contributions payable by the Company ‘to the fund and amounted to £185,811 (2021 -
£167,943). Contributions totalling £35,642 (2021 - £37 518) were payable to the fund at the balance sheet

date and are mcluded in credltors
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‘Hydraquip Hose & Hydraulics Limited

Notes to the financial statements
For the year ended 31 December 2022

24.

25,

2.

27.

Commitments under operating leases

At 31 December 2022 the Company had future minimum lease payments due under non- cancellable :
.‘ operating leases for each of the followmg periods:

2022 2021-

_ S ' £

Not later than 1 year ' By ' < ) ' | 623,400 - 571,838
Later than 1 year and not later than 5 years ' , 1,239,711 1,528,524

_ Later than 5 years ~ ' ' - . 57,907

1,863,111 2,158,269

Related party transactions

The Company is exempt from disclosing related party transactions with other companies that are Wholly
owned within the Group. The following are transactions with other related parties, who are no Ionger
related parties in the current year. : :

2022 2021

Y £
Purchases from entities controlled by key management personnel » } ' - 3 416,646
Amounts due from entities controlled by key management personnel - 347,262
Amounts due to entities controlled by key management personnel , - . 294,548

Amounts due to Directors and their close family = - . - 737

Post balance sheet events .

On 10°February 2023, Hydraquip Hose & Hydraulics leited acquired the assets of Redline Hydraulics
Limited, Worcester for £1.3m plus potential deferred consideration payments of £0.2m.

Controlling party

The company is.a wholly-owned subsidiary of Finning Services Limited, a company registered in Englend
and Wales which is wholly-owned subsrdaary undertaking of Finning Holdings a company registered in
England and Wales . : .

Finning Holdings is a wholly-owned subsidiary of Finning International Inc, a company incorporated in
Canada. The latter company is considered by the directors ‘to be the ultimate holding company and
controlling party. The largest and smallest groups .in which the results of the company and its subsidiary

undertakings are consolidated are those headed by Flnnlng international Inc. and Finning Holdings,

respectively.

The consolidated financial statements of Finning Holdings are available from Watling Street, Bridgtown,

* ‘Cannock, Staffordshire, WS11 8LL. The consolidated financial statements of Finning International Inc. are

available from 300-565 Great Northern Way, Vancouver, BC, V5T OH8, Canada.
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