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Strategic report

Review of the business

2020 performance

Turnover was £58,576,224 which was 17% lower than 2019, driven by reductions in orders from key
customers who temporarily closed down duc to the Covid crisis. The Company recorded a loss after tax
of £1,077,600 compared to a profit of £1,122,220 in 2019. This loss was driven by the impact of the
Covid 19 pandemic with lower sales. . :

‘Company position at 31 December 2020

Net asscts at 31 December 2020.was £34,540,992, a reduction of £1,776,630 (4.9%) compared to 31
December 2019. Major i impacts came from stock with a reduction of £2,152,691 and creditor's reduction
of £1,789,315. The stock reduction resulted from strict working capital management during the Covid
crisis, the creditors was driven by the reduction of the intragroup cash pool balance owed to the group
cash pool leader, again by strict cash flow management. The balance on the Freudenberg pension. fund
has changed from a surplus of £3,833,000 at 31 December 2019 to a surplus of £2,886,000 at 31
December 2020, a reduction of £947,000. All other balance sheet positions remamed stable compared to
prior year,

Key performance indicators
o Profitability - net loss after tax margin -1.8%

¢ Growth- turnover reduced by 17% largely due to impéct of the Covid crisis.
The performance indicators reflect the impact of the Covid 19 pandemic with lower sales and profitability.

Principal risks and uncertainties
The principal tisks faced by the bumncss are:

¢  Development and munagement of the pension scheme surplus.

®  Material price rises on components (steel, rubber and oil prices).

* - Energy price rises - _ 4

¢ Threat from cdmpctitors in low cost countries gaining market share.
@ - Global economic uncertainty (Brexit, tariffs, Covid),

¢ Exchange rate fluctuations.

* © Volume fluctuations due to unstable economic conditions.

These risks impact the company each month with sales volumes fluctuations, material price changes, FX .
gains and losses and tariffs and duties. Robust measures were in place to minimise the impnct of the '
above risks durm;, 3 the year with constant monitoring and resuiting nctions, such as selling price increases
and supplier sourcing strategies.

. L] .
Impact of COVID-19 and going concern

The business has been impacted by Covid-19 throughout the majority of the 2020 Financial yearand
subsequent t0 it. On 31 January 2020 the World Health Organisation (WHO) declared a public health
emergency relating to the outbreak of COVID-19 across the world. This severely affected many
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‘economies as businesses were temporarily forced to close or limit their operations. The business has
continued to trade but demand has reduced and where appropriate staff were furloughed. The company's
main customers, being automotive ticr and general industry based, were temporarily closed for some
weeks but now have reopened and demands have recovered strongly. All of the workforce have returmed
from furlough. The directors have considered this further within the Going Concern section of the
directors report on page 6.

/

Secnon 172(1) Statement

Scetion 172 of the Companies Act 2006 requires & director of a company 1o act in the way he or she
considers, in good faith, would most likely promote the success of the Company for the benefit of its
members, having regard of its stakeholders. In doing this, 5172 rt.qum:s a director to have regard, among
other matters, to the following:

likely consequences of any decisions in the long term;

interests of the company’s employees; '

need to foster the Company's business relationships with suppliers, customers and others; -
impact of the Company’s operations on the community and énvironment;

desirability of the Company maintaining a reputation for high standards of business conduct;
need 10 act responsibly and fairly.

Corporate Citizenship within Freudenberg extends beyond the value chain. One of the Company’s goals is
to be a good corporate citizen and good neighbour in ali countries, stales and communities we call home.
Responsibility is an integral component of the Freudenberg spirit, and is reﬂcclcd in both the Company s
quest for greater sustainability and in aid projects. .

The Company’s s172 statement intends to set out how our Board of Directors, both individually and
collectively, has had regard to the above factors when undertaking their duties during 2020.

In discharging their 5172 duties, the Dircctors have regard to the factors set out previously, although
sometimes some factors'may be more relevant than others. Appropriate regard was also given to other
factors considered relevant to the decision being made. It is acknowledged that every decision made by
directors will not necessarily result in a positive outcome for all of our stakeholders. However, by giving
consideration to key stakeholder groups and aligning our activities with our strategic plan, as well as the
Company's culture and values, we aim to act fairly; Lransp.m:nlly and in the best interests of the Company
over the long term. .

As is the case when making decisions and c1101ces, and in setting policies and strategies, the Company's
directors also consider associated risks when discharging their duties. The Company ensures that open
lines of communication are maintained with stakeholder groups and consideration is given on ways how
engagement and relationships with stakeholders can be improved.

The company identifies its key stakeholders as F reudenberg SE, our employees, customers, supphers and
_comsnunities, We consider the environment to be strongly associated to communitics and they arc often
—= =~ ~considered together. The Company considers principal decisions to be those decisiony taken by-the -

Directors and thosc decisions which may have a potential material impact on the Company's strategy, a
stakeholder group or the fong-term value creation of the Company.

The Company's reputation is paramount to the success of the Company's busincss, as we reély on the
satisfaction of our customers. The Company recognises that its culture plays an important role
underpinning its sustainable long-term success. The Company has a comprehensive set off policics and
procedures in place to ensure high standards of professional conduct.

Details of our key stakeholders and how we have interacted with them during 2020 arc shown below:-
. . ) {
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Key stakeholder Freudcnberg SE

Why a key stakeholder? - As part of the Frcudcnbcrg SE Group, our strong relnuonshlps across
the group are imperative to ensure that we support the group in achieving its objectives.
Approximately 10% of total sales are made to group companies and specific products are
purchased from group companics. Treasury services are alse provided by the group, )
How we interact ~ We have regular communication actoss all the divisions of the group. Regular
update calls are held for the different divisions and results submitted to group on a monthly basis.
Each quarter we meet with the Gesmany Board of Directors for a business review.

Examples of interactions and principal decisions — all strategic and principal decisions are
discussed with our group. Throughout 2020, this includes plans ahead of Brexnl. COVID-19

crisis tules and sofety measures and investment in new equipment.

Key stakcholder — Employets

Why a kcy stakeholder? - Our people are key, as a fnmlly company, we are devoted to our
employees® well-being and personal development. We reject all forms of discrimination and
harassment and show understanding and respect in our dealings with cach other. We promote a
multi-cultural environment where employees work togclhcr in worldwide teams to enrich our
culture and capability.

How we internct - Employee Town Hall events take place throughout the year, supported by
quarterly employee consultation meelmgs where anything items of relevant from the meeting
with the Germany Board of Directors is communicated to the employees. In light of COVID-19,
these consultation meetings have not taken place and instead we have issued a monthly
newsletter and provided updates via our communication screens in the factory floor or online
slide show for office staff. Employees also have access to employee communications and news
through the easily accessible Freudenberg Portal. We also support our employees with training

"programs and the health and safety of our employees is paramount. -

Some examples of the schemes we have run’in 2020 are:

_ Better Health At Work Award - achieved Continuing Excellence standard which recognises

- the company’s continued efforts to ensure the good health and wdlbcmg of employees and
their families in both physical and mental health areas.

. Healthy heart week with information for employees and family including heart healthy
vecipes, exercise plans, live cookery demonstrations, cholesterol and glucose testing.
Onsite occupational health services including ostcopathy, physiotherapy and acupuncture.
Range of mental health support services including counselling und mental health awareness
trgining.

Health Plan - suppomng employecs wuh costs for a range of treatments e. g. rebate on dental
treatment

Key stakcholder — Customers

Why a key stakeholder? - Our customers always come first for us, in everything we do -
particularly in these uncertain economic times with challenging market conditions. Our
customers trust us and appreciate our products and services. We thank all our customers and
partners for this and especially for the excellent cooperation. Now more than ever, our goal is to
recognize the demands of tomorrow’s customer today, understand their needs, work closely wuh
them — and most important — actively reach ot to them.

Haqw we intcract - The sales and customer service teams in Germany contact the customers on
commercial topics, while the UK team contact customers on new innovations, product designs
and engineering issucs where we can help the customer by giving them a new innovative sealing

“solution. Prior to the COVID-19 pandemic, this was carried by site visits from our R&D team,

now we do this online and have started virtual trade fairs.
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e Examples of interactions and principal decisions — The virtual trade fuirs have resulted in the
design and order of new products, for example the Trek Cycle which was developed in the year.

~ Key stakeholder - Suppliers

e Why a key stakeholder? - Our suppliers support us and we rely on their products and services to
_ run our business successfully.. .
@ How we interact — The purchasing and quality departments hold regular teviews with suppliers to
discuss commercial topics and potential improvements to the supply chain.
e _ Examples of itteractions and principal decisions - In 2020 during the Covid crisis we continued
to promptly pay our suppliers to ensure no liquidly issues, especially |mportant for our smaller
local supphers . . ) . .

Key stakcholder - Commupities

s  Why a key stakeholder? - We support our local c.ommumty and pride ourselves in being
responsible corporate citizens in our arca
¢ How we interact ~ We run various cvcnts and initiatives with local commumm:s ta interact with
local citizens.
*  Examples of interactions ~ [n 2020, we have supported the following events:
e New York Primary School - Working on submission of ¢# project, supporting with STEM
" workshops, assemblies elc.
¢  Bumside College (secondary school) - Supporting the school with their careers service and
achievement of the Gatsby Good Career Gutdance Benchmark (2 employees are Local
Enterprise Advisors)
Newcastle University - supporting engineering students with practical experience -
Supporting work experience placements from a variety of local schools
Save the Children - Christmas Jumper Day appeal
Cash for Kids ~ Christmas present appeal
Macmillan Cancer Support - coffee morning
. North Tyneside Council Love Your Street campaign ~ hllcr pxckmg teamns
Newecastic West End Food Bank ~ food don.mons and volunteering in the centre,

P
The slmleglc report was approved by order of the Directors and SIgned on behalf of the bourd by:.

gy ——

P Johnson
Director
30 September 2021
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Directors’ report

P -

The directors present their report and the audited financial statements as at and for the year ended 31
December 2020. The Strategic Report, as detailed on page 2, covers the areas of Review of the Busmcss
risks and key performance indicators. Y,

Principal activities

The company is principally engaged in the manufacture and distribution of fluid sealing products and
shock absorber components.

Results and dlv|dends

The loss for the year after tax amountcd to £1 ,077,600 (2019 prof it: £l 122 220) The directors do not
recommend a distribution of profits.

Future prospects and going concern

At the time of issuing the statutory financial statements, there remain unprecedented market conditions
driven by COVID-19. On 31 January 2020 the World Health Organisation (WHO) declared a public
health emergency felating to the outbreak of COVID-19 across the world. This has severely affected many
ecanomies as businesses were temporarily forced to close or limit their aperations. The COVID-19 crisis
has had an impact on the business operations of the company. The business has continued to trade but
demand initially reduced and where appropriate, staff were furloughed. The company’s main customers,
being automotive tier and general industry based, were temporarily closed for some weeks but now have
reopened and demands are fecovering strongly. The recovery in the sales orders started from July 2020
and since the year end have now recovered back to pre-Covid levels. All employees have returned from
furlough'and in some areas of the business additional headcount is in place to manage the quicker than
expected recovery.

The directors note that the initial drop in demand coupled with on-going uncertainty associated with any
future impact of Covid-19 increases the risk that the Company may not be able to achieve its financial )
goals and future forecasts. The company has access to considerable financial resources together with long-
standing relationships with a number of key customers and suppliers across different geographic areas and
industries. Specific measures have been implemented to increase the workforce resilience, and to ensure
adequate protection for our people. [n arriving at the conclusion that the Going Concern assumption is
appropriate, various future financial scenarios for 2021 and 2022 have been modelled and stress-tested.
The directors have also considered the impact of Brexit. They have considered the likely impact of any
additional costs such as duties or increased product costs and would look to reflect these in the prices in
the market as necessary. These scenarios still concluded that furure forecast positive cash inflows will be .
generated for the financial years 2021 and 2022.

However, given thi¢ uncertainty that remains in relation to Covid-19, the Directors have obtdined a letter of
support from Freudenberg SE, the major shareholder, conﬁrmmg that they will provide support if necessary
for a period no less than 12 months from the date of signing the 2020 financial statements. To enable the
Directors to confirm that Freudenberg can provide this support, forecasts modelling the impact of COVID-
19 on the wider Freudenberg group have been prepared and stress-tested. These forecasts conclude that
Freudenberg SE has sufficient cash and liquidity to fund the company’s operations and there is therefore no
material risk that they will be unable to provide financial support to the company for a period of at least 12
months from the issuance date of these financial statements.

Having taken all of the above into account, the Company's statutory financial statements for the year 2020
have been prepared on a going concem basis, which the directors believe to be appropriate.

Future developments

The directors aim to .mnintairi the management policies which have resulted in the business's growth in
recent years. The impact of the COVID crisis in 2020 has led to a reduction in sales of 17%, however, the
expectation for 2021 and beyond is a strong recovery in the sales back to or above 2019 levels as the
COVID crisis reduces and global economies rebound strongly.
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Directors

‘The directors of the company who were in ofﬁce durmg the year and up to the date of sngnmg the

financial statements were:

'PRC thnson

L Neuwinger-Heimes

Financial risk management policy . -

The company's principal financial instruments compnse cash and cash equnvalents Other financial assets
and linbilities, such as trade debtors trade creditors and group balances, arise directly from the company’ s
operating activitics.

The main risks associated with the company's ﬁnancnal assets and liabilities are get out below.

Given that the majority of the risks below derive from transactions with other Freudenberg group’
companies, the company does not undertake any hedging activity locally. Significant financial risks from
a Freudenberg group perspecnve are addressed on a case-by case basis at group level,

Interest rate risk

The company invests surplus cash in, and borrows cash from, 8 ﬂoa(ing rate interest yielding/paying .
intercompany cash pool. Therefore financial assets, liabilities, interest income and interest charges and

. cash flows can be affected by movements in interest rates.

Price risk

The company does not deem the exposure to price changes in their operating activity costs to be
significant enough to consider any hedging acnvny

Cradlt risk .

The company’s policies are aimed at minimising such losses, and require that deferred terms are grantéd
only to customers who demonstrate an appropriate payment history and satisfy creditworthiness
procedures. Individual exposures are monitored with customers subject to credit limits to ensure that the

company’s exposure to bad debts is not significant. Goods may be sold on a cash-with-order basis to
mitigate credit risk. .

Liguidity risk )
The company aims to mitigate liquidity risk by managing cash generated by its operations. Capital

-expenditire is approved at group level, Flexibility is maintained by retaining surplus cash in readily

accessible bank financial statements and group cash pools.
Foraign currency risk

The company’s pnncxple tmnsacuons in foreign currency are with Freudenberg group compames and arise
directly from the group's operating activities. As a result, thc company’s cash flows arising from these’
transactions can be affected by movements in the Euro, US Dollar and Japanese Yen exchange rates. No
hedging activity is undertaken lacally to mitigate this risk. .

Research and development

Rescarch and development is concentrated on the development of enhanced performmg shock absorber
and steering components.

Disabled employees

The company gives full consideration to applications for employment from dlsnbled persons where the
candidate's particular aptitudes and abilities are consistent with adequately meeling the requirements of
the job. Opportunities are available to disabled employees for training, career development and
promotion. Where existing employees become disabled, it is the group’s policy to provide connnumg
employment wherever practicable in the same or an alternative position and to provide appropriate
training to achieve this aim. :
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Employee involvement

The company operates a framework for cmployce information and consultation whnch n.omplles with the
requirements of the Information and Consultation of Employees Regulations 2004, The company places

considerable value in the involvement of its employces and continues to keep them informed on matters

affecting the performance of the company. This is achieved through formal and informal meetings and a

group magazine. Employee representatives arc consulted rcgularly on a wide range of matters affecting
their current and future interests.

Envlronmental

Freudenberg Sealing Technologies Limited has a fesponsibilily to comply with the highest ethical and
legal standards while protectmg the environment and benefiting socnety as a whole.

COVID-19 ]

Freudenberg Sealing Technologies Limited continues to operale in countries that have been affected by
the pandemic. Operations have been impacted by actions and initiatives which have been implemented by
the Company in relating to its own working arrangements and operations and has been additionally
impacted by those restrictions occurring at operations of end customers which are located worldwide.
Those measures and actions implemented by the company include social distancing, home working and
where appropriate furloughing staff. During the COVID-19 pandemic, the company has adhered and
complied with all relevant UK Government working arrangement guidelines and are aligned with the
wider associated Freudenberg Group Issued guidelines.

Post balance sheet avents

On 3 March 2021, the Chancellof of the Exchequer announced that the main rate nfcorporauon tax in the
United Kingdom will rise to 25% with effect from | April 2023 for companies caming annual taxable
profits in excess of £250,000. Companics earning annual taxable profits of £50,000 or less will continue to
pay corporation tax at 19% with-a marginal rat¢ adjustment for companics carming annual taxable profits
between the two levels. These changes had not been substantively enacted at the balance sheet date and
therefore no nd;ustment has been made to deferred mxauon balances to account for this change, Further

- details can be found in note 7.

Disclosure of information to auditor
In the casc of the persons who are dircctors of the company at the date when this report is approved;
e So far as cach of the directors is aware, there i is no relevant audit mtormallcn of which the
company's suditors are unaware, and

o Each of the dircclors has taken all the steps that they nughl to have taken as a dltcctor to make
themsclves aware of any relevant audit information and to establish that the company's auditors
are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006.

In accordance with section 487(2) of the companics Act 2006, PricewaterhouseCoopers LLP were
appointed as auditors of the Company and Emst & Young LLP resigned as auditors.

By order 'ot' the directors

A ‘ oAl _ ‘
. ;o ? L .
t : P MacDougall o

1

Sccretary
30 September 2021
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Statement of directors’ responsibilities

The directors are respoasible for preparing the annual report and-the financial statements in. nccordance
* with applicable law and regulations. .

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected to prepare the financial slatements in accordance with United Kingdom
Accounting Standards and applicable law including FRS 101 “Reduced Disclosure Framework” (United
Kingdom Generally Accepled Accounting Practice). 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 proﬁl or loss of the company for lhal year. [n preparing these financial slutcmcnts
the directors are required to?

¢ sglect suitable accounting pohmes and then apply them consistently; -
¢ make judgments and estimates that are reasonable and prudent;

¢ state whether applicable UK Accounting Standards have been foliowed, subject to any material
‘departures disclosed and explained in the financial statements; and

e prepare the ﬁnnncml statements on the gomg concern basis unless it is inappropriate to presume (hm
the company will continue in business.

The directors are n.sxponsnblc for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them 1o ensurc 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 irregularitics:

By order of the directo?s .

P MacDougall
. Sccretary
30 September 2021




Independent auditors’ report
to the members of Freudenberg Sealing Tephnologies Limited .

Report on the audit of the financial statements .

Opinion

in our opmlon. Freudenberg Seallng Technologies Limited's financiel statements:

e give a true and fair view of the state of the company's affairs as at 31 December 2020 and of its loss for tha
yaar then ended;

« have been properly prepared in accordance with United Kingdom Generaily Accepted Accounting Practice |
{United Kingdom Accounting Standards, compris\ng FRS 101 “Reduced Disclosure Framawork®, and applicable
law); and

e have baen preparsd in accordance with the requirements of lha Companies Act 2006.

We have audited the financial statements, includsd within the Report and Financial Statements (the “Annual
Report’), which comprise: Balance Sheet as at 31 December 2020; Income - Statemsnt, Statement of
Comprehensive Income and Statement of Changas in Equity for the year then ended; and the notes to the financial
statements, which include a description of the significant accounting policies. :

Basis for opinion

We conducted aur audit In accordance with Intemational Standards on Auditing (UK) ("ISAs (UK)") and applicable
“law. Our responasibilitles under ISAs (UK) are further described In the Auditors’ responsibilities for the audit of the
finenclal statements section of our report. We believa that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

Woe remalned independent of the compahy in accordance with the ethical requirements that are refavant to our
audit of the financlal statements In the UK, which Includes the FRC's Ethlcal Standard, and we have fulfillad our
other ethical responsibilities in accordance with these requiremants.

Concluslons relating to going concern
Based on the work we have parformed, 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 periad of at least twelve months from when the financlal statements are suthorised for lssue.

In auditing the financial stataments, we have concluded that the diractors' uss of the going concam basis of
accounting In the preparation of the financlal stalements is appropriate.

However, because not all future events or conditions can be predictad, this concluslon is not a guarantes as to the
company’s ability to continue as a going cancern.

Qur responasibilities and the responsibilities of tha dmsclors with respact lo gomg concern are described in the
ralevant sections of this report. -

Reporting on other information

The other Information comprises all of the Informbtion In the Annual Report other than the financlal statemants and
our auditors’ report thereon. The directors are responsible for the other information. Our opinlon an the financlal
statements does not cover the other information and, accordingly, we do not express an audit apinion or, except to
the extent otherwise explicitly stated in this report, any form of assurance thereon.

10
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In connaction' with our audit of the flnanclal statements, our responsibility is to read the other Informatlon and, in

doing so, considar whether the other information is materially inconsistent with the financial statements or our

knowledge obtalned in the audit, or otherwise appears to be materlally misstated. if we Identify an apparent material

Incansistency or material misstatement, we are required to perform procedures to conclude whether there Is a

material misstatemant of the financial stataments or 8 material misstatement of the other infarmation. if, based on

the work we have perfonmed, wa conclude that there i3 a material misstatement of this other information, wa are
required to report that fact. We have nothing to report based on these regponsibilities.

With respect to the Strategic report and Dlreclors Report wa also considered whether the disclosures required by
the UK Companies Act 2006 have been lncluded

Basad on our work undertaken in the course of tha audn the Companles Act 2008 requires us also to reporl certain
opinlons and matters as described below.

Strategic report and Directors’ Report -

In our opinion, based on the work undertaken in the course of the audit, the information given in the Slrnleglc report
and Directors’ Report for the yaar énded 31 Decamber 2020 Is conslatent with the financial statements and has
besen prepared in accordance with applicable legal requirements.

. Inflight of the knowledge and understanding of the company and its environment obtained in the course of the audit, .
we did not identify any material misstatemants in the Strategic report and Directors' Report.

* Responsibilities for the financial smtements and the audit

" Responsibilities of the directors for the financial statements

As explained more fully in the Statement of directors' responsibilittes, the directors are responsible for the

preparation of the financial statements in accordance with the applicable framework and for being sstisfied that

they give a true and falr view. The directors are also responsible for such internal control as they determine is

necessary to enable the preparation of financial statements that are free from material mnaslatemant whether due
* to fraud or error.

In preparing the financial statements, the dirgctors are responsible for assessing the campany's abmty to continue
as a going concem, dlscloslng as applicabla, matters related to going concem and uelng the golng concern basis
of accounting unless the diractors either intend to llquidate the company or to cease operatlons or have no reafistic
alteralive but to do so.

Auditors’ responsibilities for the audit of the financial stat'eme:nt‘s

Our oblectives are to obtaln reasonsble assurance about whether the financial statements as a whole are free from
material misstatament, whather due to fraud or error, and to issue an auditors' report that includes our opinion.

_ - Reasonable.agsurance Is a high.lave! of assurance, but Is not a.guarantee that an audlt conducted In accardance
with ISAS (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or
arror and are considered material if, individually or In the aggregate, they could reasonably be expected to influence
the economic decislons of users taken on the basis of these financial statements,

Itregularitles, including fraud, are instances of non-compliance with laws and regutations. We design procedures In
line with our résponplbllitlas. outlined above, to detect material misstatements In respect of Irregularities, jncluding
fraud. The extent to which our procedures are capable of detecting irregularities, including fraud, Is detalled below.

Based on our understanding of the company and Industry, we identified that the principal risks of non-compliance
with laws and regulations ralated to UK tax lagistation, and we considered the extent to which non-compliance
might have a material effect on the financlal statements, We evaluated managemant's incentives and opportunities

11
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for fraudulent manipulation of the financial statements (including the risk of averride of oontrois); and determined
that the principal risks were relatad to inappropriste journal entrles to revenus. Audit procedures performed by the
engagement team Included:

¢ Enquiries with mansgemenl including consideration of known or suspected Instances of noncompllance with .
- laws and regulations and fraud;
" & Reviswing relavant meetlng minutes, including those of the Board,; and
¢ Identifying and testing jounal entres, In particular any journal entries postsd with unusual account
comblnations and entries posted by unexpected users, where any such journal entries were identified.

There are inharent limitations in the audit procegurés described above. We are lass likely to'becoma aware of
instances of non-compliance with lawe and regulations that ars not clossly related to events end transactions
* reflactad in the financial statements. Also, the risk of not detecting a materlal misstatement due to fraud is highar
than the risk of not detacting one resulting from error, as fraud may involve delibarate conces!lmant by, for example,
furgery or intentional misrepresentations, or through collusion.

A further description of our rasponalblllttes for the audit of the financial statements is located on tha FRC's website
at; www, fre.org. uk/auditorsresponslbllltles This description forms part of our auditors’ report,

Use of this report

This repoit, including the opinlons, has been preparad for and only for the company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2008 and for no other purpose. We do not, in giving
these oplnions, éccepl ar assume rasponsibliity for any other purpose or to any other parson to whom this report
is ahown or into whose hands it may coms save where axprassty agreed by our prior consent in wrlting

Other requwed reporting

Companies Act 2006 exception reportlng

Under the Companles Act 2008 we are roqulred to rapért to you if, in our opinlon:

e we hava not obtsined all the information and explanatlons we require for our audit; or
. adequate accounting records have not been kept by the company, or retums adequate for our audlt have not
" baen received from brenches not visited by us; or

e certaln disclosures of directors’ remuneration specified by law are not mads; or

= the financial statements are not in agreement with the accounting records end retums. -

We have no exceptions to report arising from this respon:iblﬂty.

Sk (o

" Stuart Couch (Senior Statutory Auditor)

for and on behalf of PricewatsrhousaCoopers LLP
Chartered Accountants and Statutory Auditors

Cardiff

30 September 2021 ', '
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Freudenberg Sealing Technologies Limited

Income statement

- for the year ended 31 Dacember 2020

Tumover
Cost of sales -

Gross profit
. Administrative expenses

- Operating (loss)/profit

(Loss)/profit on disposal of tangible fixed assets

Finance cost and similar expenses
(Loss)/profit before taxation
Tax on (loss)/profit '

(Loss)/profit for the financial yaar

2020 2019
£ £

58,576,224 70,294,775
(47.216,209) _ (56.263,249)

* 11,360,015 14,031,526

(12,040301)  (13.084,095) .

(680,286) 947,431
(214,482) 33,110
(146.155) (305.666)
(1,040.923) 674,875
(36.677) 447,345
(1,077,600) 1,122.220

The operating result for the current year arises from continued operations.
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Freudenberg Sealmg Technologles lelted

Statement of comprehensive income
for the year ended 31 December 2020 4 ' -

2020 2019
. Note . F £
{Loss)/profit for the financial year _(1,077,600) 1,122,220
Other comprehansive foss: '
Items that cannot be reclassified to profit or loss:
Remeasurement losses on defined benefit pensmn plan 18 (863,000) (1,277,000)
Deferred tax on:
Remensuremem Iosscs for the year ' 7 163,970 242,630
Items that can be mclassiﬁad to proflt or loss: '
Deferred tax arising on pooling of interests ' . L . -
Other comprehensive loss for the year’ - (6‘59,030) (1,034,370)
Total comprehensive (loss)/incomie for the year ) : (1,776,630) i 87,850

14



Freudenberg Sealmg Technologles letted

Balance sheet

Bt Dacembér 2020 . .. S e R I R
L
2020 2019
Notes ) £ £
Fixed assets . :
Intangible assets 8 15,353,485 16,068,660
Tangible assets 9 14,889,609 - 14,424,792
[nvestments : 10 2 2
’ 30,243,096 - 30,493,454
Current assets . . "
Stocks . : : 11 7,249,901 9,402,592
Debtors ) 12 12,116,447 12,423,264
Cash at bank and in hand ) 440,110 23,423
. ’ R 19,806,458 21,849,279
Creditors: amounts falling due within onc yedr 13 (14,081 820) - ’ (15,580,721)
Net current assets _ 5,724,638 6,268,558
Total assets less current liabilities . 35,967,734 36,762,012
Creditors: amounts fallmg due after more than one o '
year - i3 (2,125,888) (2,416,302)
Provisions for llabliitiss and charges © 13,14 (2,186,854) - (1,861,088)
Pension surplus ., . o 13 2,886,000 3,833,000
Net assats ' 34,540,992 36317,622
Capital and reserves -
Called up share capital - 15 27,223 ©27.223
Share premium account : . 16 27,195,777 27,195,117
Profit and loss account o 16 7.317,992: 9,094,622
Total shareholders' funds - : 34,540,992 36,317,622

iz

. The financial statements on puges 13 to B were approved by the Board of Directors on 30 Scplcmbu
- %?l and s:gncd on its behalf by S

~P-Johnson

Director

15
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Ffeudenberg Sealing Technologies Limited

e T MR LD . W R o S e TR A kg T B S it $

e =

. Statement of changes in equity
for the year ended 31 December 2020

“Profit and loss

Share capital account Total
£ B £
At 1 January 2019 . 27,223,000 9,006,772 36,22993%22
Profit for the financial year . ' ) - 1,122,220 1,122,220
Other comprehensive los§ for the year |- (1,034,370)  (1,034,370)
Total comprehensive profit for the year ' ' - 87,850 87.850
At 31 Decpnnbcr_2019 ‘ 27,223,000 9,094,622 36,317,622
At Ulanuary 2020 © 271223000 9094622 36317.622
Loss for the financial year - (1,077,600) (1,077,600 )
Other comprehensive loss for the year - - (699,030) (699,030)
Total comprehensive loss for the year - . _- (1,776,630) - (1,776,630)
At 31 December 2020 g 27,223,000 7,317,992 34,540,992
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Freudenberg Seallng Technologles Limited

Notes to the financial statements
at 31 December 2020 ’

Accounting policies
Statemant of Compliance

Freudenberg Sealing Technologies Limited is a private limited liability eompany, {imited by shares,
incorporated and domiciled in the United Kingdom. The Registered Ofﬁce is c/o Knights PLC 34
Pocklingtons Walk, Leicester, LE1 6BU.

The financial statements of Freudenberg Sealing Technologies Limited (the “‘company”) for the year ended
31 December 2020 were authorised for issue by the directors and the balance sheet was s:gned on the
du'ectors behalf by P Johnson. .

These financial statements were prcpnred in accordanee with Financial Reporting Standard 101 Reduced
Disclosure Framework (FRS 101) and in accordance with applicable accounting standards. The
Company's financial statements are presented in GBP Sterling. - These financial statements are separate
financial statements of the.company.

- The Company has taken advantage of the exemption under s400 of the Companies Act 2006 not to prepare

consolidated. financial statements as it is 8 wholly owned subsidiary of Freudenberg SE, a German limited
partnership. The results of Freudenberg Sealing Technologies Limited are included in the consolidated
financial statements of Freudenberg SE, copies of which are available from Freudenberg SE, Hohnerweg
2-4, Weinheim, Germany, 69469. .

Going Concern

At the time of issuing the statutory financial statements, there remain unprecedented market conditions
driven by COVID-19. On 31 January 2020 the World Heslth Organisation (WHO) declared a public
health emergency relating to the outbreak of COVID-19 across the world. This has severely affected many
economies as businesses were temporarily forced to closge or limit their operations. The COVID-19 crisis .
has had an impact on the business operations of the company. The business has continued to trade but
demand initially reduced and where appropriate, staff were furloughed. The company’s.maifi customers,
being automotive tier and general industry based, were temporarily closed for some weeks but now have
reopened and demands are recovering strongly. The recovery in the sales orders started from July 2020
and since the year end have now recovered back to pre-Covid levels. All employees have returned from
furlough and in some areas of the business additional headcount is in place to manage the quicker than

expected recovery.

The directors. note that the initial drop in demand coupled with an-going uncertainty associated with any
future impact of Covid-19 increases the risk that the Company may not be able to achicve its financial
goals and future forecasts. The company has access to considerable financial resources together with long-"
standing relationships with a number of key customers and suppliers across.different geographic areas and
industries. Specific measures have been implemented to increase the workforce resilience, and to ensure
adequate protection for our people. [n arriving at the conclusion that the Going Concern assumption is
appropriate, various future financial scenarios have been modelled and stress-tested. The directors have
also considered the impact of Brexit. They have considered the likely impact of any additional costs such
as-duties-or-increased- product costs and-would.look-to reflect.these.in the prices in.the market.as

.necessary. These scenarios still concluded that future forecast positive cash inflows will be generated for -
- the financial years 2021 and 2022.

However, given the uncertainty that remains in relation to Covid-19, the Directors have obtained a letter of
support from Freudenberg SE, the major shareholder, confirming that they will provide support if necessary
for a period no less than 12 months from the date of signing the 2020 fihancial statements: To enable the
Directors to confirm that Freudenberg can provide this support, forecasts medelling the impact of COVIQ-
19 on the wider Freudenberg group have been prepared and stress-tested. These forecasts conclude that

- Freudenberg SE has sufficient cash and liquidity to fund the company’s operations and there is therefore no

material risk that they will be unable to provide financial support to the company for a period of at least 12
months from the issuance date of these financial statements.
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Freudenberg Seahng Technologles leuted

Notes to the financial statements
at 31 Dacembar 2020

Having taken all of the nbovc into account, the Company's statutory financial statements for the year 7020
have been prepared on a going concern basis, which the directors believe to be appropriale. .

N
Basis of preparation

The financial statements have been prepared on a going concern basis under historical cost convention.
Accounting policies have been applied consistently, other than where new policies have been adopted.

The accounting policiés which follow set out those policies which apply in preparing the financial
statements for the year ended 31 December 2020. The Company has taken advanmge of the following
disclosure exemptions under FRS 101:

* . the requirements of IFRS 7, Financial Instruments: Disclosures,
+ " the requirements of paragraphs 91 10 99 of IFRS 13, Fair Value Measurement;

*  the requirement in paragraph 38 of IAS 1, Presentation of Financial Statements, to present
comparative information in respect of:

. paragraph 79(a)(iv) of IAS I
‘- paragraph 73(¢) of 1AS 16, Property, Plant and Equipment; and
- paragraph 118(e) of IAS 38 - Intangible Assets.
. the requirements of paragraphs 10(d), 10Xf), l6 38Ato 38D, 40A to 40D and 111 and 134 to 136-0f

1AS 1;
+ - therequirements of [AS 7, Statement of Cas)r Flows;
. the requirements of paragraphs 30 and 31 of IAS 8, Accaunnng Policies, Changes in Accoun/mg

Estimates and Errors;
. lhe’rcquircmcnts of paragraphs 17 gnd 18A of lAS 24, Related Party Disclosures,

. the requirements in LAS 24 to disclose related party transactions entered into between two or more
members of a group;

L the rcqmremcms ofpumgraphs l30(f)(u) 130(£)(iii), 134(d) to 134(f) and l:S(c) to 135(c) of 1AS 36,
Impairments of Assets;

. the requlrements‘of the second sentence of paragraph 110 snd paragraphs 113 (a), 114, 115, 119 (a) to
: (c), 120 to 127 and 129 of IFRS 15, Reveme from Contracts with Customers, as applicable,

. the requirements of paragraph 52, the second sentence of paragraph 89, and paragraphs 90, 91 and 93'
of IFRS 16 as well as the requirements of paragraph 58 of IFRS 16, as applicable.

Changes in accounting policies »
No changes in accounting policies occurred in comparison to the prior year.
Judgemerts and key sources of estimation uncettainty !

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reporicd for assets and liabilities as at the balance sheet date and the

.
.
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Freudenberg Sealing Technologies Limlted -

Notes to the fmanclal statements
at 31 December 2020

" 1. Accounting policies (continued)

amounts reported for revenues and expenses during the year. However, the nature of estimation means that

actual outcomes could differ from those estimates.

The following Judgemems and estimates have had the most significant etTcu on amounts recognised in the
financial statements:

- Pension benefits

The costs of the defined benefit pcnsion plan are determined using actuarial valuations. The actuarial
valuation involves making assumptions about discount rates, future salary increases, mortality rates and

. future pension increases. Due to the complexity of the valuation, the underlying assumptions and the long
term nature of the plan. such esnma(cs are subject to significant uncertainty. Further details are given in
Note 18.

- Goodwill and PPA impairment

The composition of cashugenemling unit and the determination of recoverable amount for the perfnrmnnce
-of impairment tests is connected with assessments made by management concerning future developments
and experience gained in the past. The cash flows predicted on the basis of these assessments may be
affected by factors including volatility of capital markets, exchange rate fluctuations and expected
economic developments. .

The we:ghtcd average cost of capital (WACC) used for discounting take inta account market risk and the
capital structure of the companies comparable to the applicable cash generating units. Changes in these
factors may have significant impact on the’ cxnstence or amount of impairment. Further details are given in

Nole 8.

Other significant accounting policies

Fixed assets and depreclation

Property, plant and equipment.is stated at cast less accumulated depreciation and accumulated impairment
.losses, Cost comprises the aggregate amount paid and the fair value of any other consideration given to
acquire the asset and includes costs directly attributable to making the asset capable of operating as
intended. Borrowing costs directly attributable to assets under construction and which meet the recogmtmn
criteria in IAS 23, Borrowing Costs, are capitalised as part of the cost of that asset.

Depreciation is provided on all property, plant and equipment and nght of use assets, other than land ona
straight-line basis over its expected useful life as follows:

Freehold property. - aver 20 years
Leasehold property - over the life of the lease
Plant and machinery - 5-15 years

Fixtures and fittings - 5-15 years .
e s omoe emeemeeee o —Motor-vehicleS - - Gyears. . .
Rnght of use assets - over the life of the lease

The carrying valuc's of property, Aplant- and equipment are reviewed for impairment if events or changes in

circumstances indicate the carrying value may not be recoverable, and are written down immediately to

their recoverable amount. Useful lives and residual values are reviewed annually and, where adjustments
i are required, these are;made prospectively. ,

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the
derecognition of the asset is included in the income statement in the year of derecognition.
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Fréudenbefg Sealing Technologies Limited

Notes to the financial statements
at 31 December 2020

1. Accountlng policles {continued)
Intangible fixed assets
Licences are capitalised a3 intangible*fixed assets at cost and are amortised over the life of the Ircencc.

Knowhow and customer lists acquired in & business combination are amortized on a systematic basis over
useful lives of up to 15 years The amortisation charge is recognised within cost of sales in the income
statement. Intangible assets with finite useful lives are reviewed for impairment if events or changes in
circumstances indicate that carrying value may not be recoverable, and are written down immediately to
their recoverable amount.

Goodwill acquired in a business combination has been recognlsed The acqwsmon costs of the individual
consolidated companies are set off against the pro-rata share in the fair value of the equity of the
companies concerned as of the date of ncqulsmon according to the acquisition methad. ldentifiable
acquired assets and labilities are also fncluded in the statement of financial position at their fair values as
of the acquisition date. Any remaining differences are shown as goodwill. An impairment test is carried

" out on goodwill at least once per year. For impatrment test, the goodwill acquired is allocated to the cash-
generating units expected to benefit from the business combination. An impairment lass is recognized if
the carrying amount of the cash-generating unit, including goodwill, is higher than its recoverable amount.
The recoverable amount is the value-in-use of the cash-generating unit.

The value in use of the cash generating units i3 determtned using discounted cash flow method on the basis

of budgeted profit and loss and cash flows for petiod of 5 years. The discount rates used for the 4
" determination of the value in use are based on the WACC determined separately for each cash-generating -

unit. .

Investments :

Investments in a subsndlary 13 held at historical cost less any provision for impairment.

Forelgn currencles

The company's financial statements are presenled tn GBP (£) sterling, which is alsa the Company's
functional currency.

Transactions in foreign currencies are Initially recorded in the Company's functional currency by applying
the spot exchange rate ruling at the date of the transaction. Monelary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet
date. All differences are taken to the income statement.

Provisions for liabllitles

A provxslon is recognised when the Company has a lcgal or constructive obligation as a result of a past
event; it is probable that an outflow of economic benefits will be required to seitle the obligation; and a
reliable estimate can be made of the amount of the obligation. If the effect is material, expected future cash
flows are discounted using a current rate that reflects, where appropriate, the risks specific to the liability.

Where the company expects some or all of a provision to be reimbursed, the reimbursement is recognised -
as a separate asset but only when recovery is virtually certain. The expense relating to any provision is
presented in the income statement net of any reimbursement, Where discounting is used, the increase in the
provision due to unwinding the discount is recognised as a finance cost.
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Freudenberg Seallng Technologles lened

Notes to the flnanclal statements ‘
‘at31 December2020 ' T e e

1. Accounting policles (continued)

Leases : .

Leases are rccogmscd as right-of-use assets along with their com:sgondmg liabilities at the date at which
the leased assets are available for use by the Company. Each lease payment is allocated between the
liability and finance cost. The finance cost is recognised in the income statement over the lease term. The
right-of-use asset is depreciated over-the shorter of the asset’s useful life and the lease term on a straight- -
line basis. In such cases where the ownership of the underlying asset is transferred to the lessee by the end
of the lease term or where the cost of the right-of-usc asset reflects that the lessee wil] exercise a purchase

“ option, the right-of-use asset shall always be depreciated over-the useful life of the underlying assel.

Right-of-use assets are initially measured at cost comprising, where applicable, the amount of the initial
measurement of the lease liability, any lease payments made at or before the commencement date, any
initial direct costs and dny restoration costs, less any lease incentives received.

Leasc liabilities include, where applicable, the net present value of fixed payments including in-substance
fixed payments and service components, variable lease payments that depend on an index or 4 rate,
amounts expected to be payable by the lessee under residual value guarantees, the exercise price of a -

" purchase option iy the lessce is reasonably certain to exercise that option, payments of penaltles for

lcrmmnung the leases, if the lease term reflects the lessec exercising an opuon to terminate the lease, less
lease incentives receivable from the lessor.

 Short-term and low value assets ' leases

TFRS (6 contains two recognition exemptions for ussets that need not be capitalised. The Company ;lpplics

these exemptions only to those assets which would not be classified as land and bux!dmg. passenger cars,
forklift trucks and IT infrastructure.

Short-term leases are leases that, at the commencement date, have a lease term ol 12 months or less. Low-

_value assets are items that do not meet the Company’s capitalisation thresholds and arc consideréd to be

insignificant for the statement of financial position for the Company as a whole quanlitalively Payments
for short term leases and leases of low- value assets are recognised on a straight-linc basis in the income
statement.

v

Variuble lease payments

Some leases contain varigble payments that are linked to the usage or perfonnance of the leases. Such
payments are recognised in the income statement and do not have an impact on the calculation of right-of-
use asset and lease liability.

Trade and other debtors:

Trade debtors, which generally have 30-90 day terms, are recogmsed and carried at the lower of their
original invoiced value and recoverable amount. Where the time value of money is matenial, reccivables
are carried at amortised cost, Provision for impairment is made through proﬁt or loss when there is
objective evidence that the Company will not be able to recover balances in full. Balances are written off
when the probability of recovery is assessed as being remote. .

lifetime expected loss atlowance for all trade debtors. To measure the expected credit losses, trade dcbtors
are grouped based on shared credu risk characteristics and the days past due.

Stocks

Stocks are stated at the lower of cost and net realisable value Cost includes all costs mc.um.d in bringing
ench product to its present location and u'mdmon as follows: '

The-company-applies the [ERS.9.simplitied approach to.iersuring expected credit losscs whach usesa -

Raw materials and consumables -purchase cost on a first-in, first- out basis !

‘Work in progress and finished goods -cost of direct materials and labour plus attributable ovcrheads based

on a normal level of activity, excluding borrowing costs
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Freudenberg Sealmg Technologies lelted o

Notes to the financial statements |
at 31 December 2020

1. Accounting po!lcles (contlnued)

Net realisable value is based on estimated sellmg price less any further costs expecled to be incurred to
completion and disposal.

Revenue recognition

Under [FRS 15, revenue from contracts with customers is recognized when control of the goods or services
are transferred to the customer at an amount that reflects the consideration to which the campany expects
to be entitled in exchange of those goods or services. The Company has generally concluded that it is the
principal in its revenue arrangements because it typically controls the goods or services before transferring
them to the customer. The timing of revenue recognition for the Company’s main revenue stream follows: '
Sale of goods '

Revenue from the sale of goods is recognised at the point in time when control of the goods is transferred
to the customer, usually on dispatch of the goods. In determining the transaction price, the Company
considers the effects of variable consideration, the existence of significant financing components, non-cash
consideration, and consxderanon payable to custotner (nf any).

Cash at bank and In hand

Cash and short term deposits in the balance sheet comprise cash at banks and in hand and short term
deposits with an original maturity of three months or less.

Resaarch and development expenditure -

Research and development costs are expensed as incurred.
Taxation ' '
Income taxes -

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates and laws that are cnacted or substantively enacted by the balance -

“sheet date.

Deferred income tax is recognised on all temporary differences ansmg between the tax bases of assets and
liabilities and their carrying amounts. in the financial statements.

Deferred income tax assets are recognised only to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, carried forward tax credits or lax losses can
be utilised.

Deferred income tax assets and liabilities are measured on an undlscounted basis at the tax rates that are
expected to apply when the related asset is realised or liability is settled, based on tax rates and laws

_enacted or substantively enacted at the balance sheet date.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date. Deferred income
tax assets and liabilities are offset, only if a legally enforcement right exists to set off current tax assets
against current tax liabilities, the deferred income taxes relate’to the same taxation authonty and that

“authority permits the company to make a single net payment.

Income tax is charged or credited to other comprehensxve income if it relates to items that are charged or
credited to other comprehensive income. Similarly, income tax is charged or credited directly to equity if it
relates to items that are credned or charged directly to cqunty Otherwise income tax is recognised in the
income statement.

Post-retirement benefits.

‘The company contributes to a defined ‘benefit pension plan which requires contributions to be made to a
separately administered fund. Contributions to.defined contribution schemes are recognised in the income
statement in the year in which they become pnyable From 1 April 2012, following closure of future

- accrual of the group wide defined benefit pension scheme, the company now contributes to a group wide

defined contnbutlon pension scheme
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_Freudenberg Sealmg Technotogtes lelted -

Notes to the financial statements
at 31 Dacember 2020

1. Accounting policies (continued)

The cost of providing benefits under the defined benefit plan is determined using the projected unit credit
method, which atiributes entitlement to benefits to the current year (1o determine current service cost) and
to the current and prior years (to determine the present value of defined benefit obligation) and is based on
actuarial advice. Past service costs are recognised in profit or loss. When a settlement (eliminating ait
obligations for benefits already acorued) or a curtailment (reducing future obligations as a result of a
material reduction in the scheme membership or a reduction in future entitlement) occurs, the obligation
and related plan assets are remeasured using current actuarial assumptions and the resultant gain or loss
recognised in the income statement during the year in which the settlement or curtailment occurs.

Net finance cost is calculated by applying the discount rate to the net defined benéfit liability or asset, both
as determined at the start of the annual reporting year, taking account of any changes in the net defined .
benefit liability during the year as a result of contribution and benefit payments. The net f'mance cost is
recogmsed in profit or loss as other finance revenue or cost.

Remeasuremems comprising actuarial gains and losses, the effect of the asset ceiling and the return on the
net assets (excludmg amounts included-in net mterest). are recognised lmmed»ately in other comprehensive
income in the year in which they oceur.

" The defined benefit pension asset or habllity in the balance sheet comprises the total of the present value of
the defined benefit obligation (using a discount rate baged on high quality corporate bonds), less the fair
“value of plan assets out of which the obligations are to be settled directly. Fair value is based on market
price information and in the case of quoted securities is the published bid price. The value of a net pension
benefit asset is restricted to the present value of any amount the Company expects to recover by way of

refunds from the plan or reductions in the future contributions. \

2. Turnover

All turnover aﬂd operating profit i is derived from the continuing principal achv:ty. being the manufaclurc
and distribution of fluid sealing products and shock absorber components. Turover is analysed by
geopraphical market as follows:

Year ended Yedr ended

31 December 31 December -
2020 2019
, , £ £
European'Community . . 25,589,431 56,148,279
" Rest of Burope . ’ 22,212,046 2,191,572
North America ' ' i 8,203,495 9,331,565
Latin America 588,062 390,576
Japan and the Far East 1,857,885 2,052,042
. Australia, Oceania -51,331 52,263
Africa "~ 13974 ~128,478 -
58,576,224

70,294,775
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Freudenberg Sealing Technologies Limited

Notes to the financial statements
at 31 December 2020 L . :

3. Operating profit

This is stated after charging/(credixing)f

Depreciation charge on tanigible fixed assets - owned and leased

Amortisation charge on intangible fixed assets

Rescarch and development expenditure

Auditors’ remuneration - audit of these financial stalements
Exchange (gain)/loss '

Increase in dilapidation provision (Note 13(c))

Cost of stocks recognised as expense (included in cost of sales)
Including— write-down of stocks net realisable value :
Pension - past service costs (Note 18)

Loss/(gain) on disposal 9f fixed assets

4a. Staff costs

. Wages and salaries
Social security costs
Other pension costs

Year ended Year ended
31 December 31 December
2020 2019
£, £
2,097,072 2,029,915
715,475 L 715175,
2,949,874 3,049,573
50,000 . 66,201
(278,425) " 405,574
* 96,000 12,723
39,212,853 47,197,921
119,394 133,193
157,000 -
214,482 (33,110)
Year ended Year ended
31 December 31 December
2020 2019
£ £
12,096,772 13,020,904
1,349,668 1,488,532
964,850 1,057,757
14,411,290 15,567,193 -

Furlough scheme income of £861,229 (2019: £Nil) is included in the staff costs. _
The monthly average number of persons cmploycd by the company, analysed by category, during the year

was: L

Sales und distribution
Admlinistration
Production

~

2020 2019
No. ~No.
54 - 6l
33 - 53

223 223
330 . EXY)
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-Freudenberg Sealmg Technologles lelted | '

Notes to the fmancnal statements
“at 31 December 2020™" '

_ 4b. Directors’ Eemuneration
Year ended =~ VYear ended
31 December 31 December
: 2020 2019
£ £
’ Directors’ emoluments ‘ ‘ 263,829 246,412
Company contributions paid to defined contribution ) .
pension schemes - .
' : :  263.829 46412 . 7

The above also represents the remuneration in respect of the highest paid director.

Certain directors are remunerated for their services to the European Group, as a whole, of which the
Company is a member. No charge is made to the Company for the remuneration of the directors who
serve the European Group. The proportion of services relating to the Company is inunaterial.

5. Interest payable and similar expenses ‘
- Year ended Year ended

31 December 31 December
2020 2019
R 3 : £
Interest expense — lease liabilities IFRS 16 ’ ] 59,147 69,518
. " Interest expense - group undertakings . N 87,008 236,148 -
) 146,155 305,666
6. Other finance income
3 . Yearended  Yearended
© 31 December 31 December
2020 2019
£ £
. Interest cost on pension scheme habnlmes - ; A (1,284,000) (1,637,000)
“IRtérest income on pension schieme FTT —1:357,000-——1,779,000~~ ST T e e
Net finance income (Note 18) ] , 73,000 . 142,000
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Freudenberg Sealmg Technologles Lcmlted

Notes to the financial statements S
at31 December 2020

7. Taxon (loss)profit ' .

a) Tax charge in income statement

Year ended ~ Year ended -
31 December 31 December
2020 2009
£ £
Current income tax 4 . . .
UK Corporation tax charge _ ’ - (82,919)
Adjustment in respect of prior years . ) ' 82,919 _(186,673)
Total Current Tax - 82,919 (269.592)
Deferred tax ' ' Co
Origination and reversal of timing differences ' (25,872) 99,167
Adjusiment in respect of prior years - (93,724) - 617,770
Total Deferred Tax - - (119,596) 716,937
“Tax on (loss)/profit (note 7(c)) . . ) (36,677) 447,345
b) Tax related to items charged or credited to other comiprehensive income
]
Year ended Year ended
31 December 31 December
2020 2019
- £ S £
Deferred tax
Remeasurement gains on defmed benefit pension plan on: ) i :
Remeasurement losses for the ycar . (163,970) (242,630)
Deferred tax on pooling of interests : - -

Total deferrcd tax charged to other comprehensive income A ’ (163,970) (242,630)
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Notes to the fmanclal statements
" at 31 December 2020 ’

Tax on (loss)/profit (continued)

"c) Factors affecting current tax charge

The tax assessed on the (loss)/profit for the year is different to the standard rate of corporation tax in the
UK of 19% (2019: 19%) The differences are reconciled below:

A

Year ended " Yeur ended

31 December 3! December
2020 2019
£ 3
(Loss)/proﬁl before taxation . ,(1,040.923‘), .. 074875 .
(Loss)/profit multiplied by standard rate of corporahon tax ’ )
in the UK of 19% (2019:19%) . (197,775) 128,226
Adjustments in respect to prior years ' 10,805 (431,007
Non-deductible expenses : 205,487 99,679
Non-taxable income ‘ ) (14,613) _ -
Rate differences =~ = - | 032,713 (244,152)
Total tax charge/(credit) to the income statement ' 36,677 (447,345)

d) Factors that may affect future tax charges:

On 3 March 2021, the Chancellor of the Exchequer announced that the main rate of corporation tax in the
United Kingdom will risc to 25% with effect from | April 2023 for companies caming annual taxable
profits in excess of £250,000. Companies eamning anfual iaxable proﬁts of £50,000 or less will continuc to,
pay corporation tax at 19% with a marginal rate adjustment for companies earning annual laxable profits
between the two levels. These changes had not been substantively enacted at the balance shect date und

. therefare no adjustment has been made to deferred taxation balances to account far this change. If the
_revised tax rate of 25% were io be applied, this would increase the deferred tax liability to £1,708,834.
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Intanglibie assets

Lo C:;.rtomel",
Knowhow Licences  Goodwill lists Total
£ £ £ £ £
Cost: ' ’
At 3| December 2019 2,163,013 162,682 10,022,566 4,684,701  17.032.962
Additions - - - - _ -
Disposals al (162,682) ) - : - (162,682)
At 3! December 2020 2,163,013 - 10.022,566 4,684,701 16,870,280
Accumulated amortigation: .
At 31 December 2019 184,666 162,682 -~ - 616,954 964,302 ,
’ Charge for the ycar 158,268 s : 556,907 715,175
On disposals - (162,682) - = (162,682) . -
At 3| December 2020 342,934 - = - 1,173,861 1,516,795
.Net book value:
At 31 December 2019 1,978,347 - IOIOZZJSGG .4|067|747 : l6|068|660_
Net book value: . h .
Al 31 December 2020 1,820,079 . 10,022,566 3,510,840 15,353,485 -

Goodwill 15 split between the acquisition of Auto Supplier Limited £1,257,703 and m Precision
Mouldings Limited £8,764,863.

Goodwill was subjected to an impairment test in the financial year 2020. Management treated each
business from the hive-ups as separate cash generating units (Metfles and Auvto Suppliers businesses). The
management's approach to determining the values assigned to each key assumption reflect past experience
and are consistent with external sources of information. The key assumptions used for determining the
value in use of the cash generating units include a long-term growth rate of 1.0%, sales growth rate ranging
from 3% to 10%, post-tax WACC of 7.6% and net working capital as a percentage of sales. Cash flows
from 5 years were disconnted into perpetuity. On this basis, nd impainment was recogmzed by the
Company for the cash generating units.

There is no reasonably possible change in the assumptions outlined above which would give rise to an
impairment within the cash generating uaits.
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Notes to the financial statements
at 31 December 2020

9. Tangible assets

Right of . Right of Right uf

"

use B e Flxtures,
Landand - land ond Forklift  Passenger  plant and Jittings and Assels in course
buildings ~ buildings tricks " curs machinery  motor vehicles  of éonsiruction Totul
Tt £ 3 ‘ £ £ £ £
Cost: '
\ . : ' .
At | January 2020 4,501,739 3,172,537 221,162 283,176 15,765,654 } 197,685 1,267,289 25,410,242 -
" Additions : - . 207 461,134 1,358,773 to. 1,051,370 2,871,484
Disposals ‘ . . . (235490)  (1.711.049) . - (1946539
Tronsfers - ) - . - . 814,136 13369 . (827.505) ) -
At 31 December . - ) . '
2020 4,501,739 3,172,537 222369 508.820 16,227,514 - 211,054 1,491,154 26,335,187 -
Accumufated . , »
.depraciation:
At | Jonuary 2020 1,161,752 440,174 43.7'f7 140,002 9.038,328 161,417 T -- 10,985,450
N Chnrg_e tor the year 364,338 440,174 68,506 186.385 . 1,017,028 20641 . - 2,097,072
On disposals . - - @ 419722 L. - (1,636944)
Transfers - - - - : - - ) - . ..
At 3] December ) S
2020 .. 1,526.090 880,348 112,283 109,165 8.635.634 - 182.058 - 11,445,577
Net.book ‘ '
value:
AL31 December ‘ '
2019 . 3339987 2732363 178385 143,174 6,727326 36,268 1,267,289 14,424,792
Net book L .
valua: . o ow s e LT e N . . . . e "
At 31 December ) 7
2020 ’ o 72'.9'7\5]6‘49 - '2.2.92.”‘9“ l!0,086 39?.6'5“5 7,59} 330 . 28,996 . |:49l,|5'4. : .14'889'609',

Land and buildings comprise freehold land of £222,000, freehold property of £1,872,228 and leasehold
) improvements of £881,421. N .
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at 31 December 2020 '

" 10. Investments . -

2020 2019
PP £ £
. Cost e ’ ’
/ : At lJenuary '~ : 2. 2
Additions * ' ‘ o , . - : &
" Impairments , ' - .
-At 31 December . ) ’ : 2 . . 2

Details of the investments in which the Company holds 20% or more of the nominal value of the class of
share capital at 31 Decenmber 2020, are as follows, the entities are companics in the UK:..

Proportion of Coe

. . voting rights
Subsidiary undertakings Holding and shares held Nalm ¢ of Business
The Freudenberg Technical Products  Ordinary shares  100% " Pension scheme trustee
Pension Trust Company Limited '
¢/o P Macdougall
Freudenberg Sealing Technologies
Limited :
Unit A, Merlin Way ) .
New York Industrial Estate .
North Shields -
Tyne & Wear -
NE27 0QG-
11. Stocks o
' om0 2019
' . £ £
Raw matcrials and consumables . ' 1,467,057 - 1,455,142
Work in progress . 753,300 687,799
Finished goods and goods for resale . - 5,029,544 - 7,259,651 -
' . 7,249,901 9,402,592
12. Debtors .o
‘ 2020 2019
Trade debtors B 10,490,559 11,021,377,
Amounts owed by group undertakings: ) :
Parent and fellow subsidiary undertakings 866,336 775,645
Prepayments and accrued income o 759,552 626,242
» ' : 12,116,447 12,423,264

Trade debtors are non-interest bearing nnd arc normally settled on 60 day terms. Amounts owed by parent
and fellow subsidiary undertakings are non-interest bearing and are normally settled on 30 day terms.

30 -

N



‘Freu'danb'e.rg Sealing Technologies Limited

Notes to the f' nanclal statements
. ‘at 31'Deéember 2020° s ', R

13(a).Creditors: amounts falling due within onelyea‘r

2020 2019

£ £

Trade creditors : - 2,526,338 1,506,705
Amounts owed to group undertakings: ) . <, :

Parent'and fellow subsidiary undcrtakmgs . 5,858,115 10,314,798

Other taxation and social security costs . 805,844 401,864

" Lease liabilities : 690019 . 649.474

Accruals and deferred income . - 4,201,504 2,645,766

Corporation tax payable S - 62.114

: ' 14,081,820 15,580,721 °

Trade creditors are' non-interest bearing and are normally settled on 60 day terms. Amounts owed to
parent and fellow subsidiary undertakings are non-mxerest bearing and are normally settled-on 30 day
‘terms: :

13(b) Creditors: amounts falling due after more than one year

2020 2009
. . £ . £
Lease liabilities . 2,125,888 —2416,302
‘ ' ‘ " 2,125,888 2,416,302
13(c).Provisions for liabilities and charges ,
' Dilapidations  Restructuring . Total
, £ . £ Y
At31 December 2019 e 348,000 170,000 518,000
© . Utlised . - (164,313) (164,313)
~ “ -~ Charged in the year 96,000 438,453 534,453
: At31 Decémber 2020 - . 444,000 - 444,140 - 888,140

The dilapidation provision represents the estimated costs to be incurred on two current leased propenies to
re-instate to original conditions. The liability is expected to be settied after the end of the lease terms in
four years and eight years. The restructuring liabilities relates to employee liabilities expccted to be settled
wnthm oneyear. o
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at ki | December 2020

14. Deferred tax

At 1 January 2020

Charged to the profit and loss ac:..ounl (Note 7 (a))
Credited to other comprehensive income (Note 7(b))
At 31 Dccember 2020

Differcnce between accumulated depreciation and
* amortisation and capital allownnces

Temporary differences
Defined benefit pension plan

15. Called up share capital
Allotted, called up and fully paid
Ordinary shares of £1 cach

16. Reserve;

Share premium account

C £
© 1,343,088
119.596
(163,970)
' 1298714
2020 2019
£ £
(70,924) (109,980)
821,298 801,458
548,340 651,610
1,298,714 1,343,088
No. £
27,223 27,223

The share premium account relates to the amount above nominal value received for sharcs issued.

Py ofit and Io:.s account

~

This reserve represents the cumulative comprehenswe income recognised in the company, less any

dividends paid.

32



Freudenberg Seafmg Technologies lelted

T e ey

Notes to the fmanclal statements . '
- at31 Décember 2020~ ‘ B S e

17. Commitments

Leases ~ company s lessee

The carrying amount of the right-ol-ust assels recognised and the movements during the year are shown
in note 9,

Set out below are the carrying amounts of lease liabilitics and the movements during the year:

2020 ’ 2019
£ . £
As at | January ' . 3065776 .- 3539230 -
Additions S 559,357 334,377
Accretion of interest ’ o ) . (59,148) (69,518)
Paytnents E - T (750,078) (738,313)
As at 31 December - ) 2,815,907 3,065,776
Current < ) - 690,019 649,474
Non-Current i . ) 2,125,888 12,416,302
The following are the amounts recognised in the income statement:
. . . 2020 . 2019
\ £ £
Depreciation expenses of right-of-use assets 695,065 . 682 844
Interest expense on lease liabilities 59,148 - 69,518
Expense relating to low-value leascs (included in cost of sales) 15,452 19,152
Total amount recognised in the income statement - 769,665 - 771,514

Capital Commitments
Future contrauually committed caplt:!l spend as at 31 December 2020 totalled £96 963.

18. Pension and other post-retirement benaefits '
The company contributes to the Freudenberg Pension Scheme (“the Scheme™), a funded defined beneﬁt
pension scheme in the UK. The Scheme is administered within a trust which is legally separate from the
Company. Trustee Directors are appointed by both the Company and the Scheme's membership and act in
the interest of the Scheme and all relevant stakeholders, including the members and the Company. The
- Trustee is also responsible for the investment of the Scheme's assets. .

The Scheme closed to future benefit accrual on 31 March 2012. On closure, the link to pensionable salary
for active members ceased and all current active members became deferred members of the Scheme. The -
r wn e me—e —- —§cheme provides pensions-and lump-sums-to- members on retirement and to their dependants on.death. - ..

Since the closure of the Scheme to future accrual on 31 March 2012, no employec contsibutions have been
paid. The Company meets the ongoing funding costs of the Scheme, as determined by regular actuarial
-valuations. The Trustee is required to use prudent assumptions to value the liabilitics and costs of thc
Scheme whereas the accounting assumptions must be best estimates.

The Scheme poses a number of risks jot the Company, for example longevity risk, investment risk, interest

rate risk and inflation risk. The Trustee is aware of these risks and uscs various techniques to control them. y
For example in 2017, the Trustee, with the support of the Company‘ took out a buy-out policy to insure the

Scheme's pensioner liabilities, thereby removing most of the risks associated. with a substantial proportion

of the Scheme's linbilities. The Trustee also has a number of internal control policies including a risk

register, which are in place to manage and monitor the various risks they face.
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Notes to the finanéial statements
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Pension and other post-retirement benefits (continued)

The Scheme is subject to regular actuarial valuations, which are usually carried out every three years, The .
next actuarial valuation is due to be carried out with an effective date of 5 April 2023. These actuarial
valuations are carried out in accordance with the requirements of the Pensions Act 2004 and so include
deliberate margins for prudence, This contrasts with these accounting disclosures, which are determined
using best estimate assumptions. A formal actuarial valuation was carried out as at § April 2020. The
results of that valuation have been projected to 31 December 2020 by a qualified independent actuary. The

- figures in the following disclosure were measured using the Projected Unit Method,

The assets and lighilities of the scheme at 31 December are:

Percentage ‘
' of plan  Fair value at Percentage  Fair value at
asseis 31 December ofplan 31 December
2020 . 2020 assets 2019 2019
% £ "% £
Quoted Equities _ 524% - 40,537.000 59.9% 42,267,000
Quoted Bonds . 43.4% 33,549,000 : 38.5% 27,220,000
Unquoted Others S 4.2% 3,263,000 1.6% 1,157,000
Total market value of assets ‘ 77,349,000 70,644,000
Present value of scheme liabilities (74,463,000) (66,811,000
Surplus in the scheme ' v 2,886,000 3,833,000

*Other" above, is largely cash on hand.

~ The pension scheme has not invested in any of the company’s own financial instruments nor in properties

or other assets used by the company.

There is one contributor to the pension scheme, Freudenberg Sealing Technologles Limited. The share of
the surplus attributable to Freudenberg Sealmg Technologies Limited and included on the compnny 's
balance sheet is £2,886,000.

The surplus at 31 December 2020, has been recognised as the company would be enmled to a refund if the

. scheme was in surplus when all benefits had been paid.

The amount recogmscd in comprehensive income are:

2020 2019

£ £

Net interest income (Note 6) . (73,000) {142,000)

Past service costs o 157,000 -

: 84,000 (142,000)

Remeasurements of the net liability: '

Return on scheme assets ' - 7,472,000 19,085,000

Gain arising from change in financial assumptions _ (9,564,000) (10,101,000)

Gain arising from changes in demographic assumptions . (739,000) . (3,000)

Experience loss . f 1,968,000 (258,000)
Charge recorded in other comprehensive income M (863,000) (1,277,000)
- Freudenberg Sealing Technologies Limited share : , * (863,000) {(1,277,000)
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18. Pension and other post-retirement benefits {(continued)
The major assumptions and calculation dates for these valuations were:

2020 2019

% %
Rate of increases in sularies na na
Rate of increase in pensions in payment ’ ) . 275 2.5
Discount rate o 1.35 - 195
Inflation assumption - RPI : 2.80 . 280

* Inflation assumption - CPl ’ . 2.05 1.90 .
Increases for pensions in payment;’ ’ o
Pension in excess of GMP - RPI to a max of 5% 2.75 ) 2.75
Pension in excess of GMP - RPI.to a max of 5% and min of 3% ’ 345 345
Pension in excess of GMP - Fixed 5% ) , 5.00 . 5.00
GMP accrued afier 5 April 1988 ’ C 1.85 175
Proportion of employecs opting for early retirement Nil Nil
" Proportion of employees commuting pension for cash - - 25% 25%

The mortality assumptions are based on standard mortality tables which allow for future montality
improverients. The assumptions are that for 8 member currently aged 65 will live for a further 21.6 years
if they are male and for a further 23 years if they are female. For 8 member who retires in 2040 at age. 65,
the assumptions arc that they will live on average for a further 22.9 years after retirement if they are a male
and a further 24.5 years if they are female. The overall scheme duration has been assumed at 21 years.

In agreeing the discount rate used in the calculation of the present value of the pension scheme liabilities,
the dircctors acknowledge the high degree of judgement involved, and the sensitivity of the calculations (o
a change in assumptions. The impact of a 0.5% change in the discount rate has an estimated impact on the

- defined benefit obligation of £7,300,000. If the inflation assumption was 0.5% higher, the scheme
liabilities would increase by £6,000,000. If life expectancies were 0 increase by | year, the scheme
liabilities would increase by £3,100,000. The directors also acknowledge their responsibilities for ensuring
that actuarial assumptions are suitably updated to reflect changing cconomic conditions, and they confirm
that the 31 Deccmber 2020 assumptions have been carefully reviewed with the actuary.

Changes in the present value of the defined benefit obligﬁ(ions are analysed as follows:

2020. - 2019
' . £ £
Asat | January A . 66,811,000 - 60,083,000
Interest cost . : 1,284,000 . 1,637,000
Benefits paid (2,124,000) (5,271,000) _
C T T T Acluanial Toss arising from changes in financial assumptions 79,564,000 7T 710,1015000 T T S e
Actuarial loss from change in demographic assumptions - - 739,000 3,000
Other experience items . (1,968,000) 258,000
Past service costs ' 157,000 - -
As at 31 December o 74,463,000 66,811,000
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_Pension and other post-retirement benefits (continued)

Changes in the fair value of plan assets are analysed as follows:

2020 2019

A . £ £

As at | January ‘ 70,644,000 65,051,000

Interest income . - : ' 1,357,000 1,779,000

Total contributions ' . : - -

Benefits paid o , (2,124,000) . - (5,271,000)

Retumn on assets ¢ S 7,472,000 9,085,000

Liabilities extinguished on settlements * - -
As at 31 December _77:349.000 70,644,000 -

The actual return on assets in the year was.£8,829,000. No employcr conl.nbuuons are c‘(pected for the
year ending 31 December 2021.

The company also contributes to a defined contribution pension scheme. Contributions in the year totalled
£964,850. There were no contributions outstanding at the balance sheet date.

Related party transactions

Related panies of the Company with whom there were transactions during the year include subsidiary
companies and other related parties of Freudenberg & Co Kommanditgesellschaft, the ultimate parent
undertaking of Freudenberg Sealing Technologices Limited. The aggregate values of transactions with
related parties during the year were as follows:

2020 . 2009

_ ‘ £ £
Sales - . ) . 4,924,740 7.084,486
Purchases . . ) 24,896,408 27,748,506
Balances as at 31 December with related parties were as follows: : '
Amounts included in debtors: - ' :
— Group undertakings’ : 866,336 775,645
Amounts included in creditors-due in less than one year: . '
-~ Group undertakings ) : 5,858,115 10,314,798

Transactions included in the above with the ultimate parent company were £nil.

Ultimate parent undertaking and controlling party

In the opinion of the directors, Freudenberg & Co Kommanditgesellschaft of Hohnerweg 2-4, 69469
Weinheim, Germany is the ultimate parent undertaking and the Board of partners of Freudenberg & Co
Kommanditgesellschaft is the ultimate controlling party. Copies of its financial statements, which is the
largest group in which the company’s results are consolidated, are available from that address.. The
smallest group in whnch the company's results are consohdnted at Freudenberg SE. '

¢ )
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21. Financial instruments

Financial assets measured at amortised cost:
Trade and other debtors _

Amounts due from group undertakings -
Cash ' . ’

Financial liabilities measured at umortised cost:
Trade and other creditors

Amounts due to group undertakings

Accruals and accrued income

10,490,559
866,336
410,110

2,526,338
5,858,115
2,009,582

2019
£

11,021,377
- 775,645
23,423

1,506,705
10,314,798
802,084

37



