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Penny & Giles Controls Limited

Strategic report

The directors present their strategic report and the affairs of the Company for the year ended 31 December
2019. The directors, in preparing this strategic report, have complied with s414C of the Companies Act
2006. For the first time, the directors also explain how they considered the interests of key stakeholders
and the broader matters set out in s172(1) (A) to (F) of the Companies Act 2006 ('s172’) when performing
their duty to promote the success of the Company.

Principal activity

The Company is a wholly owned subsidiary of Curtiss-Wright Controls (UK) Limited and operates as part of
the group’s European division. The company's principal activity is the manufacture and sale of a range of
systems controllers and sensors for the aerospace, industrial and medical markets. There have not been
any significant changes in the company’s principal activities in the year under review. The directors are not
aware, at the date of this report, of any likely major changes in the company’s activities in the next year.

Business review

The directors reporl a profit before tax of £19.0m (2018: £15.7m). There are a number of factors which
have resulted in this movement. Sales have increased by £3.4m (3.3%) in the year gaining market share
from additional commercial sales across Continenrtal Europe. The Americas region returned to growth
despite the ongoing effect of tariffs on manufactured products with Chinese country of origin. These US
licensing laws are expected to continue to varying degrees. The gross margin percentage at 37.6% is
higher than the previous year {2018: 36.5%) with the normalising of the worldwide shortage of electronic
components experienced in 2018 which resuited in having to make purchases through 'spot’ markets rather
than normal channels. A further £0.5m reduction in overheads (2018: £1.4m) from continuous process
improvement programmes, combined with the higher margin has delivered an additional £2.8m (17.6%)
operating profit. The position of the company at the year-end is set out in the balance sheet on page 15 and
in the retated notes on pages 17 - 35.

Key performance indicators

Curtiss-Wright Corporation manages its operaticns on a business segment basis, Penny & Giles Controls
Limited is part of the Commercial and Industrial Segment. For this reason the Company's directors believe
that analysis using key performance indicators for the Company is not necessary or appropriate for an
understanding or the development, performance or position of the Company. The performance of various
business segments, which includes the Company, are discussed in Curtiss-Wright Corporation Group
Annual Report which does not form part of this report.

Future developments

The directors expect the general level of activity to be adversely impacted by the coronavirus (COVID19)} in
the forthcoming year. Demand for certain product groups will be affected more than others but because of
our diverse portfolio the impact will be diluted. Expectations are that we can deliver a comparable operating
profit with the proactive introduction of cost saving initiatives across all disciplines.

Principal risks and uncertainties

The global economy is already showing signs of slowing down with service sectors (including aviation),
trave! and tourism being hardest hit. The true cost of COVID19 will be far greater than than the direct health
costs of treating cases. The extent of these indirect costs, inciuding the economic damage, will depend on
how protracted the the pandemic becomes, the adherence of the public to behavourial measures such as
social distancing and how much economic support governments are willing to deploy during the cutbreak

and the aftermath.



Penny & Giles Controls Limited

Strategic report (continued)

The UK has left the EU. Trade agreements can conlinue to apply to the UK until 31st December 2020
under the Withdrawal Agreement. From 1st January 2021, EU trade agreements will not apply to the UK.
The government is seeking to reproduce the effects of existing EU agreements for when they no longer
apply to ensure continuity of trading arrangements for UK businesses. If they do not reproduce them, trade
with other World Trade QOrganization (WTO) members will take place on WTO terms. The company has
prepared accordingly. The Company’s position in the global market will help to mitigate the risk of this exit
and the competitive risk is managed by providing value added services, maintaining our investment in
intellectual property and delivering high quality products to our customers.

5172 statement

The s172 statement focuses on matters of strategic importance and the level of information disclosed is
consistent with the size, complexity of the business and avoids disclosure of details that could be prejudicial
to our interests.

General confirmation of directors' duties

The directors have a clear framework for determining the matters within their remit and for the matters
delegated to them. Certain financial and strategic thresholds have been determined to identify matters
requiring Group consideration and approval. The Delegation of Authority sets out the delegation and
approval process across the broader business.

When making decisions, each Director ensures they act in the way which they consider, in goed faith,
would most likely promote the Caompany's success for the benefit of its stakeholders as a whole, and in
doing s0 have regard (among other matters) to:

Long term decisions

The Directors understand the business and the evolving environment in which we operate, including the
challenges of navigating through the COVID19 outbreak. The strategy set by the Board is intended to
strengthen our position in the marketplace while keeping safety and social responsibility fundamental to our
business approach and reccgnising that the long-term success of our business is dependent on our
stakeholders and the external impact of our business activities. Some decisions may not align with all
stakeholder interests but the Directors have taken the decisions they believe best support the strategic

goals.

Employee engagement
Details of the number of employees and related costs can be found in note 6 to the financial statements.

The directors place strong emphasis on high standards of customer care and service and acknowledge that
the commitment of every employee to this business requirement is considered essential. Accordingly the
necessity for, and importance of, good relations with all employees has long been recognised and accepted

throughout the company.
The Company participates in the group’s policies and practices to keep employees informed on matters

relevant to them through regular meetings and newsletters. Employee representatives are consulted
regularly on a wide range of matiers affecting their interests. The Curtiss-Wright Employee Share Purchase

Flan is open to all employees.

Business relationships

Delivering our Strategy requires strong mutually beneficial relationships with suppliers, customers, and
governments. The Company promotes certain general principles in such relationships alongside the
standards described in the Ethics and Code of Conduct, which are reviewed and approved by the Board

periodically.



Penny & Giles Controls Limited

Strategic report (continued)

The Board also reviews and approves the approach to suppliers. The business continuously assess the
priorities related to customers and those with whom we do business, and the Board engages with the
businesses on these topics, for example, within the context of contractual negotiations and investment

proposals.

Moreover, the Directors receive information updates on a variety of topics that indicate and inform how
these stakeholders have been engaged. These range from cross functional project updates to customer

contact reports.

Community and the environment

The Company recognises the importance of its environmental responsibilities, and designs and implements
policies to reduce any damage that might be caused by the Company's activities. The Company operates in
accordance with group policies, and initiatives are designed to minimise the Company's impact of the
environment including recycling and reducing energy consumption.

As such, the Board receives information on these topics to both provide relevant information for specific
Board decisions (e.g. reducing our carbon footprint) and regular health and safety review meetings from the
Enviroment, Health and Safety Manager. In 2019, certain Board members conducted site visits of various
operations and overseas offices and held external stakeholder engagements, where feasible.

Business conduct standards

The Board annually review and conducts training on general business principles, Ethics and Code of
Conduct, specific compliance manuals, and anti-bribery, to ensure that its high standards are maintained
both internally and the business relationships we maintain. This, complemented by the ways the Board is
informed and monitors compliance with relevant governance standards, help assure its decisions are taken
and employees act in ways that promote high standards of business conduct.

Balancing conflicts

After weighing up all relevant factors, the Directors consider which course of action best enables delivery of
our strategy through the long-term, taking into consideration the impact on stakeholders. In doing so, our
Directors act fairly as between the Company’s internal stakeholders but are not required to batance the
Company’s interest with those of other stakeholders, and this can sometimes mean that certain stakeholder

interests may not be fully aligned.

Culture

The Board recognises that it has an important role in assessing and monitoring that ocur desired culture is
embedded in the values, attitudes and behavicurs we demonstrate, including in our activities and
stakeholder relationships. The Board has established leadership, customer focus, innovation, teamwork
and trust, winning, integrity and respect for people its core values. The general business principles, Ethics
and Code of Conduct help everyone act in line with these values and comply with relevant laws and
regulations. The commitment to health and safety, and employee well-being programme applies across the
business and is designed to help protect pecple and the environment. We relentlessly pursue our safety
goal to achieve no harm across all our operations. We also strive to maintain a diverse and inclusive

culture.

Empioyment policies are designed to provide equal opportunities for all existing and prospective
employees. In particular, full and fair consideration is given to applications made by disabled persons
bearing in mind their respective aptitudes and abilities. Where possible, arrangements are also made for
the continuing employment within a safe working environment of employees who have become disabiled.

The Board considers the Employee Satisfaction Survey to be one of its principal tools to measure employee
engagement, motivation, affiliation and commitment, It provides insights into employee views and has a
consistently high response rate. The Board also utilises this engagement to understand how survey
outcomes are being leveraged to strengthen culture and values.



Penny & Giles Controls Limited

Strategic report (continued)

Financial risk management objectives and policies

The Company's activities expose it to a number of financial risks including credit risk, cash flow risk and
liquidity risk. These are discussed further in the directors’ report.

Cash flow risk

The Company sources products from Europe, the United States of America and the Far East and is
therefore exposed to movement in currency exchange rates and the effect of these on the costs of its

materials.

The Company’'s revenues from the North American market are denominated in US Dollars and revenue
from European markets are denominated in Euros. The Company is therefore exposed to the movement in
the US Dollar and Euro to the UK pound exchange rate. The effect of these movements is monitored on a
monthly basis. Treasury paolicy is determined by the ultimate holding company

Credit risk

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

Liquidity risk
In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future
developments, the company has access to intercompany borrowing facilities.

Research and development

The Company continues to have an active programme of research and development, the costs of which in
the year amounted to £5.8m (2018: £5.7m). We continue to work on adding new products, developing
existing products and customer specific designs.

Supplier payment policy

The Company's policy is to settle terms of payment with suppliers when agreeing the terms of each
transaction, ensure that suppliers are made aware of the terms of payment and abide by the terms of
payment. Trade creditors of the company at 31 December 2019 were equivalent to 67 days (2018: 73)
purchases based on the average daily amount invoiced by suppliers during the year.

Going concern

Management acknowledges that the current sconomic conditions create uncertainty, particularly over
customers’ demand for certain company’'s products in light of COVID19. The impact of this will be
significant on turnover but this has been mitigated by strict cost control, utilisation of the Coronavirus Job
Retention Scheme and aligning the delay of projects with customer's circumstances. The company's
forecasts and projections, taking account of potential changes in trading performance, combined with iis
strong net asset and net current asset position coming into 2020 demonstrate that it is highly probable that
the company will be able to operate within its existing cash resources.

Wider considerations of the pandemic are contained in the Future developments disclosure of the Strategic
Report and the Post balance event note teo the financial statements.



Penny & Giles Controls Limited

Strategic report {continued)

Therefore, after making appropriate enquiries, the directors have a reasonable expectation that the
Company has adequate resources to continue in aperational existence for the near future. Accordingly, they
continue to adopt the going concern basis in preparing the annual report and financial statements. Further
details regarding the adoption of the going concern basis can be found in note 1 to the financial statements.

Approval
Approved by the Board of Directors and signed on behalf of the Board

N.q

N Jones

Director

15 Enterprise Way

Aviation Park West

Bournemouth International Airport
Christchurch

BH23 6HH

23 July 2020




Penny & Giles Controls Limited

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31
December 2019.

Matters covered in the Strategic Report

Details of future developments, employment of disabled persons, employee engagement, research and
development expenditure and financial risk management can be found in the Strategic Report on page 2.

Dividends
The directors recommended and paid a dividend of £5.5m (2018: £19.6m).

Post balance sheet events.

The emergence of COVID19 is a non-adjusting event, since the outbreak only came to light in early 2020
and did not exist at the Balance Sheet date. More detail is contained in note 20.

Directors

The directors who served throughout the year and subsequently to the date of signing the financial
statements:

K Rayment

G P McDonaid

J Watkins

G Tynan

G MacDonald (resigned 6 February 2019)
N Jones

A Thornton

Directors’ indemnities

The Company has made qualifying third party indemnity provisions for the benefit of its directors which
were made during the year and remain in force at the date of this report.

Provision of information to auditor

In the case of each of the persons who are directors of the company at the date when this report is
approved:

e 50 far as each of the directors is aware, there is no relevant audit information (as defined in the
Companies Act 2006) of which the company's auditor is unaware; and

« each of the directors has taken all the steps that they ought to have taken as a director to make
themselves aware of any relevant audit information (as defined) and to establish that the company's
auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of 418 of the
Companies Act 2006,



Penny & Giles Controls Limited

Directors’ report (continued)

Auditor

Deloitte LLP have indicated their willingness to be reappointed for another term and appropriate
arrangements have been put in place for them t¢ be deemed reappointed as auditor in the absence of an
Annual General Meeting.

Approved by the Board of Directors and signed on behalf of the Board.

N = ;‘,62_/

N Jones

Director

18 Enterprise Way

Aviation Park West

Bournemouth International Airport
Christchurch

BH23 6HH

23 July 2020



Penny & Giles Controls Limited

Directors’ responsibilities statement

The directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable law and regulations.

Company law requires the directors 1o prepare financial statements for each financial year. Under that law
the directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS
102 “The Financial Reporting Standard applicable in the UK and Republic of Irefand”. 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 year. in
preparing these financial statements, the directors are required to:

¢ select suitable accounting policies and then apply them consistently;
+« make judgements and accounting estimates that are reasonable and prudent;

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

» Prepare the financial statements on the going concern basis unless it is 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 transaction and disclose with reasonable accuracy at any time the financial position
of the Company and enable them to ensure that the financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregutarities.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the company's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.



independent auditor’s report to the members of Penny & Giles
Controls Limited

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Penny and Giles Controls Limited (the 'Caompany'):
« give a true and fair view of the the state of the Company's affairs as at 31 December 2019 and of its
profit for the year then ended;
« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the
UK and Republic of ireland; and
« have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
the profit and loss account;

the statement of comprehensive income;

the balance sheet;

the statement of changes in equity; and

the related notes 1 to 21,

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

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 on the financial statements section of our report.

We are independent of the Company in accordance with the ethical requirements that are refevant to our audit
of the financial statements in the UK, including the Financial Reporting Council’s (the 'FRC's’) Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:
+ the directors’ use of the going concern basis of accounting in preparation of the financial statements in
not appropriate; or
« the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the Company’s ability o continue to adopt the going concern basis of
accounting for a period of at least 12 months from the date when the financial statements are
authorised for issue.

We have nothing to report in respect of these matters.

Other information

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

10



Independent auditor’s report to the members of
Penny & Giles Controls Limited (continued)

Report on the audit of the financial statements

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

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, 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 preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

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

Auditor’'s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the FRC's
website at; www frc org uk/auditorsresponsibilites. This description forms part of cur auditor’s report.

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
in our opinion, based on the work undertaken in the course of the audit:
+ the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
e the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

in the light of the knowledge and understanding of the Company and its envirenment obtained in the course of
the audit, we have not identified any material misstatements in the strategic report or the directors’ report.

1M



Independent auditor’s report to the members of
Penny & Giles Controls Limited (continued)

Matters on which we are required to report by expecption
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:
» adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
« certain disclosures of directors' remuneration are not made; or
« we have not received all the informaticn and explanations we require for our audit.

We have nothing to report in respect of these matters.

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.

Ana ey

Andrew Hornby FCA (Senior Statutory Auditor)
For and on behalf of Delontte LLP

Statutory Auditor

Reading

Hnited Kingdom

23 July 2020
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Penny & Giles Controls Limited

Profit and loss account
For the year ended 31 December 2019

Turnover

Cost of sales
Gross profit

Distribution costs
Administrative expenses

Operating profit
Finance costs (net)
Profit before taxation
Tax on profit

Profit for the financial year

Retained profit at 1 January

Retained profit at 31 December

All results derive from continuing operations.

The notes on pages 17 to 35 form part of these financial statements.

Notes

2019 2018
£'000 £'000
107,832 104,447
(67.337)  (66,289)
40,495 38,158
(726) (645)
(21,063)  (21,612)
(21,780)  (22,257)
18,706 15,901
275 (179)
18,981 15,722
(3.640)  (2,575)
15,341 13,147
59,621 46,474
74,962 59,621

13



Penny & Giles Controls Limited

Statement of comprehensive income
For the year ended 31 December 2019

Profit for the financial year

Actuarial gains/(losses) on defined benefit pension
scheme

Other comprehensive income/{expense)

Total comprehensive income attributable to equity
shareholders of the Company

Note

18

2019 2018
£'000 £000
15,341 13,147
796 (158)
796 (158)
16,137 12,989

14



Penny & Giles Controls Limited

Balance sheet
As at 31 December 2019

2019 2018
Notes £000 £000

Fixed assets
Intangible assets g 19,628 21,158
Tangible assets 10 12,326 12,408

31,954 33,667
Current assets

Stocks 11 22,155 22,559
Debtors {due within 1 year) 12 33,417 30,050
Cash at bank and in hand 15,223 8,778
70,795 61,387
Creditors: amounts falling due within one year 14 (22,561) (25,242)
Net current assets 48,234 36,145
Total assets less current liabilities 80,188 69,712
Provisions for liabilities 15 - {161)
Net assets including pension liability 80,188 69,551
Capital and reserves
Called-up share capital 16 3,240 3,240
Share premium account 6,690 6,680
Profit and loss account 70,258 598,621
Total shareholders’ funds 80,188 69,551

The notes on pages 17 to 35 form part of these financial statements

The financial statements of Penny & Giles Controls Limited, registered number 00843903 were approved
by the Board of Directors and authorised for issue on 23 July 2020.

Signed on behalf of the Board of Directors

Nﬁm@,

N Jones
Director

15



Penny & Giles Controls Limited

Statement of changes in equity
For the year ended 31 December 2019

Called-up Share Profit
share premium and loss
capital account account Total
£'000 £'000 £'000 £'000
At 1 January 2018
3,240 6,690 66,281 76,211

13,147 13,147

Profit for the financial year 2018 -

Other comprehensive expense:

Actuarial losses (note 18) - - (158) {158)
Total Comprehensive income for the year - - 12,989 12,989
Dividend paid {note 8) (19,649} {19,649)
At 31 December 2018 3,240 6,690 59,621 69,551
Profit for the financial year 2019 - - 15,341 15,341
Other Comprehensive income:

796 796

Actuarial gains -

16,137 16,137

Total Comprehensive income for the year -

Dividend paid (note 8) - (5,500) (5,500)

At 31 December 2019 3,240 6,690 70,258 80,188

16



Penny & Giles Controls Limited

Notes to the financial statements
Year ended 31 December 2019

1. Significant accounting policies

The principal accounting policies are summarised below. They have all been applied consistently
throughout the year and the preceding year.

a} General information and basis of accounting

Penny & Giles Controls Limited is a private company limited by shares incorporated in the United
Kingdom under the Companies Act 2006 and registered in England and Wales. The address of the
registered office is given on page 1. The nature of the companies operations and its principal
activities are set out in the strategic report on pages 2 - 6. The financial accounts have been
prepared under the historical cost convention modified to include certain items at fair value and
accordance with Financial Reporting Standard 102 (FRS 102) issued by the Financial Reporting
Council.

The functionai currency of Penny & Giles Controls Limited is considered to be pounds sterling
because that is the currency of the primary economic environment in which the company operates.

Penny & Giles Controls Limited meets the definition of a qualifying entity under FRS 102 and has
therefore taken advantage of the disclosure exemptions available to it in respect of its separate
financial statements. Penny & Giles Controls Limited is consoiidated in the financial statements of its
parent, Curtiss Wright Corporation, which may be obtained from 130 Harbour Place Drive, Suite 300
Davidson, NC 28036, USA. Exemptions have been taken in these separate company financial
statements in relation to share-based payments, financial instruments, presentation of a cash flow
statement and remuneration of key management personnel.

b) Going concern

The Company's business aclivities, together with the factors likely to affect its future development,
performance and positicn are set out in the strategic report. The strategic report also describes the
company's financial risk management objectives; details of its financial instruments; and its exposure

to credit risk and liquidity risk,

The Company meets its day-to-day working capital requirements through cash on hand and cash
generated from operations. The current economic conditions create unceriainty particularly over {a)
the level of demand for the company’s products; and (b) the exchange rate between sterling and US
doilar and thus the consequence for the cost of the company's raw materials.

The Company's forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the company should be able to operate within the level of its current cash
resources, Risk management methodology and the impact on forecasts are contained in the
Strategic Report and post balance sheet event note on page 34.

The directors have a reasonable expectation that the company has adequate resources (o continue
in operational existence for the near future being for a period of at least 12 months from the signing
of these financial statements. Sensitivity analysis, considering all available information about the
impact on future trading has been carried out in light of COVID19 and there is no material uncertainty
on its ability to continue as a going concern. Thus, they continue to adopt the going concern basis of
accounting in preparing the annual financial statements.

c} Intangible assets - goodwill

Goodwill is the amount by which the purchase consideration paid for the assets of the companies
acquired exceeded the fair value of the net assets acquired. This is amortised and written off to the
profit and loss account in equal instalments over 10-20 years, as judged by the directors to be the
useful economic life of goodwill at the date of purchase. Provision is made for any impairment

17



Penny & Giles Controls Limited

Notes to the financial statements (continued)
Year ended 31 December 2019

1. Significant accounting policies (continued)

d) Research and development

Research expenditure is written off as incurred. Development expenditure is also written off as
incurred.

e) Tangible assets

Tangible fixed assets are stated at cost or valuation, net of depreciation and any provision for
impairment. Depreciation is provided on all tangible fixed assets other than investment properties
and freehold land at rates calcuiated to write off the cost of valuation less residual value of each
asset on a straight line basis over its expected useful life.

Lease hold improvement 30-35 years

Plant and machinery 10% to 33% per annum
Fixtures and fittings 20% to 50% per annum
Motor Vehicles 20% to 50% per annum

Residual value represents the estimated amount that would currently be obtained from the
disposal of an asset, after deducting estimated costs of disposal, if the asset were already of the age
and in the condition expected at the end of its useful life.

f) Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party fo the
contractual provisions of the instrument.

(1) Financial assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including transaction
costs), except for those financial assets classified as at fair value through profit or loss, which
are initially measured at fair value (which is normally the transaction price excluding transaction
costs), unless the arrangement constitutes a financing transaction. If an arrangement
constitutes a financing transaction, the financial asset or financial iiability is measured at the
present vatue of the future payments discounted at a market rate of interest for a similar debt
instrument.

Financial assets and liabilities are only offset in the Balance Sheet when, and only when there
exists a legally enforceable right to set off the recognised amounts and the Company intends
either to settle on a net basis, or to realise the assel and settle the liabifity simultaneously.

Debt instruments that meet the following conditions are subsequently measured at amortised
cost using the effective interest method.
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Penny & Giles Controls Limited

Notes to the financial statements (continued)
Year ended 31 December 2019

1. Significant accounting policies (continued)
f) Financial instruments (continued)

(a) The contractual return to the holder is (i) a fixed amount; (i) a positive fixed rate or a
positive variable rate; or (iii} a combination of a positive or a negative fixed rate and a
positive variable rate.

{b) The contract may provide for repayments of the principal or the return to the holder (but
not both) to be Jinked 1o a single relevant observable index of general price inflation of
the currency in which the debt instrument is denominated, provided such links are not
leveraged.

(c) The contract may provide for a determinable variation of the return to the holder during
the life of the instrument, provided that (i) the new rate satisfies condition (a) and the
variation is not contingent on future events other than (1) a change of a contractual
variable rate; (2) to protect the holder against credit deterioration of the issuer; (3)
changes in levies applied by a central bank or arising from changes in relevant taxation
or law; or {ii) the new rate is a market rate of interest and satisfies condition (a).

(d) There is no contractual provision that could, by its terms, result in the holder losing the
principal amount or any interest attributable to the current period or prior periods.
(e) Contractual provisions that permit the issuer to prepay a debt instrument or permit the

holder to put it back to the issuer before maturity are not contingent on fulure events,
other than to protect the holder against the credit deterioration of the issuer or a change
in control of the issuer, or to protect the holder or issuer against changes in levies
applied by a central bank or arising from changes in relevant taxation or law.

{f) Contractual provisions may permit the extension of the term of the debt instrument, if
the return to the holder and any other contractual provisions applicable during the
extended term satisfy the conditions of paragraphs (a) to (c).

Debt instruments that are classified as payable or receivable within one year on initial
recognition and which meet the above conditions are measured at the undiscounted amount of
the cash or other consideration expected to be paid or received, net of impairment.

With the exception of some hedging instruments, other debt instruments not meeting these
conditions are measured at fair value through profit or loss.

Commitments to make and receive ioans which meet the conditions mentioned above are
measured at cost (which may be nil) less impairment.

Financial assets are derecognised when and only when a) the contractual rights to the cash
flows from the financial asset expire or are settied, b} the Company transfers to ancther party
substantially all of the risks and rewards of ownership of the financial asset, or c) the Company,
despite having retained some, but not all, significant risks and rewards of ownership, has
transferred contro! of the asset to another party.

Financial liabilities are derecognised only when the obligation specified in the contract is
discharged, cancelled or expires.

(1) Fair value measuremaent

The best evidence of fair value is a quoted price for an identical asset in an active market.
When quoted prices are unavailable, the price of a recent transaction for an identical asset
provides evidence of fair value as long as there has not been a significant change in economic
circumstances or a significant lapse of time since the transaction took place. if the market is not
active and recent transactions of an identical asset on their own are not a good estimate of fair
value, the fair value is estimated by using a valuation technique.
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Notes to the financial statements (continued)
Year ended 31 December 2019

1. Significant accounting policies {continued)

g) Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to sell which is
equivalent to the net realisable value. Cost inciudes material, direct labour and an attributable
proportion of manufacturing overheads based on normal levels of activity. Cost is calculated using
the FIFO (first-in, first-out) method. Provision is made for obsolete, slow-moving or defective items

where appropriate.
h) Impairment of assets

Assets, other than those measured at fair value, are assessed for indicators of impairment at each
balance sheet date. If there is objective evidence of impairment, an impairment loss is recognised in
profit or loss as described below.

Non-financial assets

An asset is impaired where there is objective evidence that, because of one or more events that
occurred after initial recognition, the estimated recoverable value of the asset has been reduced.
The recoverable amount of an asset is the higher of its fair value less costs to sell and its value in

use.

Where indicators exist for a decrease in impairment loss, the prior impairment loss is tested to
determine reversal. An impairment loss is reversed on an individual impaired asset to the extent that
the revised recoverable value does not lead to a revised carrying amount higher than the carrying
value had no impairment been recognised.

Financial assets

For financial assets carried at amortised cost, the amount of impairment is the difference between
the asset's carrying amount and the present value of estimated future cash flows, discounted at the
financial asset’s original effective interest rate.

For financial assets carried at cost less impairment, the impairment loss is the difference between
the asset's carrying amount and the best estimate of the amount that would be received for the asset

if it were to be sold at the reporting date.

Where indicators exist for a decrease in impairment loss, and the decrease can be related
objectively to an event occurring after the impairment was recegnised, the prior impairment loss is
tested to determine reversal. An impairment loss is reversed on an individual impaired financial
asset to the extent that the revised recoverable value does not lead to a revised carrying amount
higher than the carrying value had no impairment been recognised.

i} Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected 1o be paid
{or recovered)} using the tax rates and laws that have been enacted or substantively enacted by the

balance sheet date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date where transactions or events that result in an obligation to pay more tax in the
future or a right to pay less tax in the future have occurred at the balance sheet date. Timing
differences are differences between the Company’s taxable profits and its results as stated in the
financial statements that arise from the inclusion of gains and losses in tax assessments in periods
different from those in which they are recognised in the financial statements.
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Penny & Giles Controls Limited

Notes to the financial statements (continued)
Year ended 31 December 2019

1.

Significant accounting policies (continued)

i) Taxation {continued)

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the
basis of all available evidence, it can be regarded as more likely than not that there will be suitable
taxable profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively
enacted by the balance sheet date that are expected to apply to the reversal of the timing difference.
Deferred tax relating to property, plant and equipment measured using the revaluation model and
investment property is measured using the tax rates and allowances that apply to sale of the asset.

Where items recognised in other comprehensive income or equity are chargeable to or deductible for
tax purposes, the resulting current or deferred tax expense or income is presented in the same
component of comprehensive income or equity as the transaction or other event that resulted in the
tax expense or income.

Current tax assets and fiabilities are offset only when there is a legally enforceable right to set off the
amounts and the Company intends either to settle on a net basis or to realise the asset and settle the

liability simultaneously.

Deferred tax assets and liabilities are offset only if: a} the Company has a legally enforceable right to
set off current tax assets against current tax liabilities; and b) the deferred tax assets and deferred
tax liabilities relate to income taxes levied by the same taxation authority on either the same taxabfe
entity or different taxable entities which intend either to settie current tax liabilities and assets on a
net basis, or to realise the assets and settle the liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.

J)  Turnover

Turnover is stated net of VAT and trade discounts and is recognised when the significant risks and
rewards are considered to have been transferred to the buyer. Turnover from the sale of goods is
recognised when the goods are physically delivered to the customer. Turnover from the supply of
services represents the value of services provided under contracts to the extent that there is a right
to consideration and is recorded at the fair value of the consideration received or receivable. Where
payments are received from customers in advance of services provided, the amounts are recorded
as deferred income and included as part of creditors due within one year. In addition to any other
rights or remedies, the right is reserved to charge interest on overdue amounts at a rate above
LIBOR as defined in our standard terms and conditions.

k} Employee benefits

For defined benefit schemes the amounts charged to the operating profit are the current service
costs, gains, and losses on settlements and curtailments. They are included as part of the staff
costs. Past service costs are recognised immediately in the profit and loss account. The net interest
cost on the net defined benefit liability is shown within finance costs. Remeasurement comprising
actuarial gains and losses, the effect of the asset ceiling {if applicable) and the return on scheme
assets (excluding interest) are recognised immediately in other comprehensive income.

Defined benefit schemes are funded, with the assets of the scheme held separately from those of the
Company in separate trustee administered funds. Pension scheme assets are measured at fair
value and liabilities are measured on an actuarial basis using the projected unit credit method. The
actuarial valuations are obtained at least triennially and are updated at each balance sheet date.
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Notes to the financial statements (continued)
Year ended 31 December 2019

1.

Significant accounting policies (continued)

For defined contribution schemes the amount charged to the profit and loss account in respect of
pension costs and other post-retirement benefits is the contributions payable in the year. Differences
between contributions payable in the year and contributions actually paid are shown as either
accruals or prepayments in the balance sheet.

Other long-term employee benefits are measured at the present value of the benefit obligation at the
reporting date.

I} Foreign currency

Transactions in foreign currencies are recorded at the rate of exchange at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet
date are reported at the rates of exchange prevailing at that date.

Exchange differences are recognised in profit or loss in the period in which they arise except for
exchange differences arising on gains or losses on non-monetary items that are recognised in other
comprehensive income.

m) Leases

Rentals under operating leases are charged on a straight-line basis over the lease term, even if the
payments are not made on such a basis. Benefits received and receivable as an incentive to sign an
operating lease are similarly spread on a straight-line basis over the lease term.

n) Dividends

Dividend outlay is recognised when the shareholders’ rights to receive payment have been
established (provided that it is probable that the economic henefits will flow to the Company and the
amount of expense can be measured reliably).

Critical accounting judgements and key sources of estimation uncertainty

in the application of the Company's accounting policies, which are described in note 1, the directors
are required to make judgements, estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered relevant.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to

accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both

current and future periods.
Critical judgements in applying the Company’s accounting policies

The following are the critical judgements, apart from those involving estimations (which are dealt with
separately below), that the directors have made in the process of applying the Company’s accounting
policies and that have the most significant effect on the amounts recognised in the financial

statements.
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Notes to the financial statements (continued)
Year ended 31 December 2019

2. Critical accounting judgements and key sources of estimation uncertainty {continued)

Revenue recognition

In making its judgement, management considered the detailed criteria for the recognition of revenue
from the sale of goods set out in FRS 102 s23 Revenue and, in particular, whether the Company had
transferred to the buyer the significant risks and rewards of ownership of the goods. Following the
detailed quantification of the Company's liability in respect of rectification work, and the agreed
limitation on the customer's ability to require further work or to require replacement of the goods, the
directors are satisfied that the significant risks and rewards have been transferred and that
recognition of the revenue in the current year is appropriate, in conjunction with recognition of an
appropriate provision for the rectification costs.

Key sources of estimation uncertainty

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The directors consider the below

to be those key estimates and assumptions.

Impairment of intangible assets

Determining whether intangible assets are impaired requires an estimation of their value in use to the
Company. The value in use calculation requires the entity to estimate the future cash flows expected
to arise from the intangible asset and a suitable discount rate in order to calculate present value.
Pensions

In making its judgement management considers and adopts the report provided by the Company
appointed pension actuaries (note 18).

3. Turnover
An analysis of the Company's turnover by class of business is set out below

2019 2018
£'000 £000
Turnover:
Government sales 3,756 4,340
Commercial sales 76,728 71,927
Sales to group companies 27,348 28,171
107,832 104,447
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Notes to the financial statements (continued)
Year ended 31 December 2019

3. Turnover {Continued)

The geographical analysis of turnover by destination was:

Europe - United Kingdom
Europe — Continental
Africa

Americas

Asia

Australasia

An analysis of the Company's revenue is as follows

Sale of goods
Rendering of services

Turnover
Interest

Total revenue

The Company has not directly benefitted from any form of government assistance.

4. Finance costs (net)

Intercompany interest payable
Other Interest payable and similar expenses
Less: Interest receivable and similar income

2019 2018
£'000 £000
20,007 20,073
29377 26,836
355 648
31,145 29,990
24,021 24,812
2,927 2,088
107,832 104,447
2019 2018
£'000 £/000
107,832 103,805
- 642
107,832 104,447
1,444 1,382
109,276 105,829
2019 2018
£000 £7000

- 308

1,227 1,163
(1502)  (1,382)
(275) 179
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Notes to the financial statements {continued)
Year ended 31 December 2019

5.  Profit before taxation
Profit before taxation is stated after charging/(crediting):

2019 2018

£000 £000
Depreciation of tangible assets (note 10) 1,208 1,304
Amortisation of intangible assets (note 9} 1,830 1,629
Research and development 5,776 5,700
Operating lease rentals 27 51
Property lease rentals 100 100
Foreign exchange loss/{gain) 1,206 (131)
Cost of stock recognised as an expense 48,267 46,736
Impairment of stock recognised as an expense 772 741
Reversal of impairment of stock (124) (217)
The analysis of the auditor's remuneration is as follows:

2019 2018

£'000 £'000
Fees payable to the Company's auditor and their
associates for the audit of the company’s annual
accounts 46 55
Fees payable to the Company’s auditor and their
associates for other services to the company 5 9
Audit related assurance services 51 64
Taxation compliance services - 5
Other taxation advisory services 5 4
Total non- audit fees 5 9

6. Information regarding directors and employees

2019 2018

£'000 £'000
Directors' emoluments
Emoluments 593 974
Contributions to pension schemes on behalf of the directors 32 37
Remuneration of the highest paid director:
Emoluments 231 411
Pension contributions {defined contribution scheme) 15 8
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Notes to the financial statements (continued)
Year ended 31 December 2019

6. Information regarding directors and employees (continued)

Where the directors are remunerated by other group companies for their services to the group as a
whole, it is not practicable to allocate their remuneration between their services as directors of this
company and their services as directors of other group companies.

G Tynan is also an officer of Curtiss-Wright Corporation and his emoluments and pension details are
disclosed in the group accounts of that company.

G P McDonald and K Rayment are employed by Curtiss-right Corporation we do have visibility of
their emoluments and pension and they are not reported separately in that company.

2019 2018
No. No.
Monthly average number of persons employed (inciuding directors):
Production and development 426 335
Sales and distribution staff 32 32
Administration staff 36 51
494 418
2019 2018
£'000 £000
Staff costs during the year {including directors)
Wages and salaries 18,228 17,814
Social security costs 1,939 1,961
Other pension costs 1,194 1,114
21,361 20,889
7. Tax on profit on ordinary activities
2019 2018
£'000 £°000
Analysis of tax charge on ordinary activities current tax
United Kingdom corporation tax at 19.0% (2018: 19.0%)
based on the profit for the year 3,655 3,009
Adjustments in respect of prior years 9 (434)
Total current tax charge 3,664 2,575
Deferred taxation
Timing differences origination and reversal (Note 13) (24) -
Total tax charge on profit on ordinary activities 3,640 2,575
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Notes to the financial statements (continued)
Year ended 31 December 2019

7.

Tax on profit on ordinary activities (continued)

Factors affecting tax charge for the current year

The tax assessed for the year is different from that resulting from applying the standard rate of

corporation tax in the UK: 19.0% (2018: 19.0%). This difference is explained below:

2019 2018

£°000 £000
Profit on ordinary activities before tax 18,981 15,722
Tax at 19.0% (2018: 19.0%) 3,606 2,987
Effects of:
Expenses not deductible for tax purposes 2 2
Capital allowances in excess of depreciation 47 20
Prior period adjustments 9 (434)
Current tax charge for year 3,664 2,575

The Finance Bill 2016 enacted provisions to reduce the main rate of UK corporation tax to 17% from
1 April 2020. However, in the March 2020 Budget it was announced that the reduction in the UK rate
to 17% will now not occur and the Corporation Tax Rate will be held at 19%. As substantive
enactment is after the balance sheel date, deferred tax balances as at 31 December 2019 continue

to be measured at a rate of 17%.

Dividends on equity shares

2019 2018
£'000 £000

Amounts recognised as distributions to equity holders in

the year 5,500 19,649

Final dividend for the year ended 31 December 2019 of nil

{2018: £nil) per ordinary share

Interim dividend for the year ended 31 December 2019 of

169.75p (2018: 606.45p) per ordinary share 5,500 19,649
5,500 19,649

The proposed final dividend is subject to approval by the sharehoiders and has not been included as

a liability in these financial statements.

The Company's redeemable preference shares are included in the balance sheet as a liability and

accordingly the dividends payable on them are included in finance costs (net).
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9.

10.

Intangible assets

Cost

At 1 January 2019 and 31 December 2019

Accumulated amortisation

At 1 January 2019
Charge for the year

At 31 December 2019

Net book value
At 31 December 2019

At 31 December 2018

Tangible assets

Cost
At 1 January 2019

Additions
Disposals
At 31 December 2019

Depreciation
At 1 January 2019

Charge for the year
Disposals
At 31 December 2019

Net book value
At 31 December 2019

At 31 December 2018

Goodwill
£000
30,589
9,431
1,530
10,961
19,628
21,158
Plant Fixtures
Leasehold and and Motor
improvements machinery fittings vehicles Total
£'000 £000 £'000 £000 £'000
8,970 4,989 3,509 24 17,492
30 767 347 - 1,144
{1,041) (2,189) (955) - {4,185)
7,959 3,567 2,901 24 14,451
843 1,785 2,433 22 5,083
428 506 272 2 1,208
(1,033) (2,178) (955) - (4,166)
238 113 1,750 24 2,125
7,721 3,454 1,161 0 12,326
8,127 3,204 1,076 2 12,409
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11. Stocks
Raw materials and consumables

Work in progress
Finished goods and goods for resale

2019 2018
£'000 £'000
15,399 15,482
4,157 3,390
2,599 3.687
22,155 22,559

There is no material difference between the balance sheet value of stocks and their replacement

cost.

12.  Debtors (due within 1 year)

Trade debtors

Amounts due from group undertakings
Prepayments and accrued income
Deferred tax (note 13)

Pension defined benefit scheme (note 18)

2019 2018
£°000 £000
12,894 12,876
9,922 8,406
1,564 1,468
194 170
8,843 7,130
33,417 30,050

All amounts owed by intercompany partners are current, repayable on demand and do not attract

interest.

13. Deferred taxation

At 1 January 2019
Charged to profit and loss (note 7)

At 31 December 2019

The deferred tax asset consists of the following
amounts:

Accelerated capital allowances

2019
£000

194

£'000

170
24

194

2018
£000

170
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Notes to the financial statements (continued)
Year ended 31 December 2019

14. Creditors: amounts falling due within one year

2019 2018

£'000 £'000

Trade creditors 11,322 13,568
Amounts owed to group undertakings 4,042 3,782
Corporation tax 1,750 488
Taxation and social security 826 699
Accruals and deferred income 4,621 6,705
22,561 25,242

All amounts owed to intercompany partners are current, repayable on demand and do not attract

interest.

15. Provisions for liabilities

At 1 January 2019
Released to profit and loss

At 31 December 2019

16. Called-up share capital

2019
£'000
Allotted, called-up and fully-paid
3,240,000 ordinary shares of £1 each 3,240

Warranty
provision
£°000

161
(161)

2018
£'000

3,240

The Company has one class of ordinary shares which carry no right to fixed income.

The Company's other reserves are as follows:

The share premium reserve contains the premium arising on issue of equity shares, net of issue

expenses.

The profit and loss reserve represents cumulative profits or losses, including unrealised profit on the

remeasurement of investment properties, net of dividends paid and other adjustments.
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17.

18.

Operating lease commitments

The Company is committed to making the following future minimum lease payments in respect of
non-cancellable operating leases:

2019 2018

Land and Land and
buildings Other buildings Other
£000 £000 £'000 £000
Within 1 year 100 a7 100 a7
Within two to five years 400 316 400 316
Greater than 5 years 300 - 400 -
800 413 900 413

Pension schemes

Defined contribution scheme
The Group operates a defined contribution scheme for all qualifying employees.

The total cost charged to the profit & loss in the year ended 31 December 2019 was £1,700 (2018:
£1,683,000).

Defined benefit schemes

2019 2018
£'000 £'000
Break down of surplus
Curtiss-Wright Controls (UK} Limited {note 12) (8,843) (7,130)
Total (8,843) (7,130)

Curtiss-Wright Controls (UK) Limited

The Caompany operates a defined benefit pension scheme for the benefit of the Company employees
and a small number of employees of the Curtiss Wright Group who are based in the United Kingdom.
The company is the sponsoring employer of the scheme and the majority of members in the scheme
are employees of Penny & Giles Controls Limited.

Under the scheme, the employees are entitled to retirement benefits up to 66% of final salary on
attainment of a retirement age of 65. No other posi-retirement benefits are provided. The schemes
are funded schemes.

The most recent actuarial valuations of scheme assets and the present value of the defined benefit
obligations were carried out at 31 December 2019 by Aon Hewitt, Fellow of the Institute of Actuaries.
The present value of the defined benefit obligation, the related current service cost and past service
cost were measured using the projected unit credit method.

31



Penny & Giles Controls Limited

Notes to the financial statements (continued)
Year ended 31 December 2019

18. Pension schemes (continued)

Key assumptions used

Discount rate
Future pension increases
Inflation

Mortality assumptions

2019

2.04%
2.82%
2.90%

2018

2.95%
2.98%
3.10%

Investigations have been carried out within the past 3 years into the mortality experience of the
Group’s defined benefit scheme. These investigations concluded that the current martality
assumptions include sufficient allowance for future improvements in mortality rates. The assumed

life expectations on retirement at age 65 are:

Retiring today Males
Females

Retiring in 20 years Males
Females

2019
£'000

217
219

22.6
23.4

2018
£000

218
221

228
236

Amounts recognised in the profit and loss account in respect of this defined benefit scheme are as

follows:

Current service cost

Net interest costs

Expected return on scheme assets
Curtailment cost

Total costs

2019 2018
£'000 £000
(217) (172)
(217) (172)
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18.

Pension schemes {continued)

The amount inciuded in the Balance Sheet arising from the Groups obligations in respect of its

defined benefit retirement scheme is as follows:

Present value of defined benefit obligations
Fair value of scheme assets
Present value of plan liabilities

Surplus in the plan

Unrecognised asset due to limit
Related deferred tax asset

Net asset recognised in the balance sheet

Movements in the present value of defined benefit obligations were as follows:

At 1 January
Interest costs
Actuarial loss/(gain)
Benefits paid

At 31 December

Movements in the fair value of scheme assets were as follows:

At 1 January
Actual return on assets
Sponsors contributions
Actuarial gains/(losses)
Benefits paid

At 31 December

2019 2018
£/000 £000
56,760 49,360
(47.917)  (42,230)
8.843 7,130
8,843 7130
2019 2018
£000 £000
42230 46,640
1,227 1,163
6047  (3511)
(1,587)  (2,062)
47,917 42,230
2018 2018
£/000 £°000
49,360 53,051
1,444 1,335
700 705
6843  (3,669)
(1,587)  (2,062)
56,760 49,360
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18.

19.

20.

Pension schemes (continued)

The analysis of the scheme assets and the expected rate of return at the balance sheet date were as
follows:
Fair value of assets

2019 2018

£'000 £°000
Equities 33,790 27,930
Fixed interest gilts 13,274 12,729
Bonds 9,596 8,658
Net current assets 100 43
Total 56,760 49,360

The plan does not invest in any financial instrument owned by the group

The company has assessed the impact of Guaranteed Minimum Pension (GMP) equalisation and
has deemed its effect to be immateriai.

Ultimate parent company and controlling party

The immediate parent company is Curtiss-Wright Controls (UK) Limited, which is registered in the
United Kingdom at 15 Enterprise Way, Aviation Park West, Bournemouth Airport, Christchurch,
Dorset, BH23 6HH. The ultimate parent company and controlling party is Curtiss-Wright Corporation,
which is registered in the United States. Copies of their report and financial statements can be
obtained from the registered address of 130 Harbour Place Drive, Suite 300 Davidson, NC 28036,

USA.

Curliss-Wright Corporation is the largest group to which the company belongs and for which
consolidated financial statements are prepared which include the resuits of the company. The
smallest group to which the company belongs and for which consolidated financial statements are
prepared which include the results of the company is headed by an intermediate parent company,
Curtiss-Wright Controls Inc., which is registered in the United States.

Post balance sheet event

The directors of the company have established a core management team, which are proactively
managing the various COVID19 related topics. The pandemic is considered o be a non-adjusting
post balance sheet event. Whilst the directors acknowledge that there is significant uncertainty as a
consequence of the pandemic, to date the directors can confirm there has been little disruption to the
supply chain and the company is able to fufil its obligations to customers, who generally have not
requested an extension to trade terms. Although the business is not achieving its turnover targets,
through various cost saving initiatives including utilisation of the Coronavirus Job Retention Scheme,
forecasted earnings targets will be met for the year ending 31 December 20620. The company has
absorbed the additional costs of the increased health and safety control measures required to
minimise the risks, as outlined in the Strategic Report, associated with COVID19 in the workplace.
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21. Related party transactions

As a wholly-owned subsidiary undertaking of Curtiss-Wright Controls Inc., the company has taken
advantage of the exemption in FRS 102 33.1a from disclosing transactions with other members of

the group headed by Curtiss-Wright Controls Inc.
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