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Lotus Cars Limited

Directors’ report for the year ended 31 March 2013

The directors present their report and the audited financial statements for the year ended 31 March 2013

Principal activities

The principal activities of the company comprises the manufacture and sale of high performance motor cars and
related merchandise (Lotus Cars division) and, the provision of engmeering consultancy services and the
commercial development and supply of technology to automotive and industrial chents world-wide (Lotus
Engineering division) The company is a wholly owned subsidiary of Lotus Group International Limited and 1ts
ultimate parent company 1s DRB-HICOM Berhad

Review of business and future developments

The financial year ended 31 March 2013 was a challenging year for the company Whilst 1t continued 1ts plans
for the development of new exciting future products, the performance of the company was restricted by the
continuing weak market conditions, fragile consumer confidence, increased competition, and cost pressures
leading to increased operational cost

For the financial year ended 31 March 2013, the company recorded a turnover of £66 Om which represents a decrease
of 14 3% when compared to the results of 2012 when turnover of £77 Om was reported Lotus Cars division
contributed £54 5m (2012 £59 3m) and the Lotus Engineering division contributed £11 5m (2012 £17 7m) to the
total company turnover Turnover by geographical market, as disclosed 1n note 2 of the financial statements, was
attributable n the United Kingdom £16 8m (2012 £12 6m), Continental Europe £16 Om (2012 £24 6m), North and
South America £14 9m (2012 £12 8m), Asia and Africa £18 3m (2012 £27 Om),

The company registered a loss of £159 4m (2012 £1135 3m) during the financial year Rising operating costs
together with investment into future product launches and brand enhancement has adversely contributed to the
financial results of the company during the year, combined with reductions n sales across both the cars and
engmeering divisions The company has also taken an impairment charge on 1ts intangible fixed assets, relating
to certain product development costs Such write off’s amounted to £86 2m (2012 £53 3m)

Following the acquisition of Lotus Group International Limited (LGIL) group (“the Group”) of compames by
DRB-HICOM Berhad and under the new leadership team, the business 1s implementing 1ts new 10-year
strategic business plan Underlying the new strategic business plan 1s a transformation to reposition both the
Lotus Cars and Lotus Engineering divisions with the ultimate aim of delivering positive and sustainable
financial returns to the company’s stakeholders This plan 1s underpinned by continued ongoing support from

the company’s intermediate parent undertaking, Proton Holdings Berhad, (“Proton™) as referred to below under
*Going Concern”

Locking ahead to the new financial year, the primary focus 1s to ensure that the business continues to operate
within the resources avarlable while miroducing additional measures to control operational costs

Lotus Cars will focus on maximsing sales of its current Evora, Exige and Elise offerings which will be further
enhanced by future varants to broaden and refresh the range and to meet a multitude of new legislative
requirements

The focus for Lotus Engtneering will be to continue the expansion and growth of its third party consultancy
business by generating new opportumties, leveraging on its core competencies and partnering with other
engineering service providers

As the company continues on this journey of transformation and repositioning, 1t readies itself for a challenging
yet exciting ime ahead The substantial investment needed to implement the strategies will impact the financial
position of the company 1n the short term but once the transformation has taken shape, the company will be on a
much stronger footing operationally and financially, thus creating value for all its stakeholders



Lotus Cars Limited

Directors’ report for the year ended 31 March 2013 (continued)

Gomng Concern
The company’s financial statements have been prepared on the going concern basis, which assumes that the
company will be able to meet its habilities as they fall due for the foreseeable future

As at 31 March 2013, the company had negative shareholders’ funds of £91 4m (2012 £94 6m)

Included 1n net current habilities 1s £203 Sm n respect of bank loans shown as falling due within one year as a
consequence of the company being 1n breach of a covenant of the loan at 31 March 2013 and the date of
approval of these financial statements, whereby the company 1s required to maintain positive sharcholders’
funds The bank loans are supported by a corporate guarantee from Perusahaan Otomobi! Nasional Sdn Bhd
{‘PONSB’), a wholly owned subsidiary of Proton Holdings Berhad (PHB), the company’s intermediate parent
company (see below for further details)

PHB has confirmed in writing that 1t will provide such financial support to the company so as to allow the
company to meet 1ts habilities as they fall due for the next 12 months from the date of signing of the audited
financial statements for the financial year ended 31 March 2013

It ts on the basis of this letter of support that the board of directors have determined that 1t 1s appropriate to
prepare the financial statements on a going concern basis

The ability of PHB to provide the suppert required 1s, however, dependent upon negotiations which are
currently underway with the company’s bankers as detailed below

As disclosed n note 15, the company secured financing facilities totalling £270 million, supported by a
corporate guarantee from Perusahaan Otomoebil Nasional Sdn Bhd (PONSB), a wholly owned subsidiary of
PHB Management of PHB s currently in discussion with the lenders to negotiate the waiver of the
requirement to mamntain Positive Shareholders Funds Currently a temporary waiver of this condition has been
approved by the lead lender to 31 March 2014 In addition, PHB 1s planning to re-finance the loan via
collateralisation of property, plant and equipment of certain wholly owned subsidiaries The proposed re-
financing plan 1s expected to be completed within the financial year ending 31 March 2014

Unless a further waiver 15 obtained, the company will continue to be n technical breach and the outstanding
loan amounts will continue to be classified as current liabiliies The lenders would 1 addition have the right to
demand early repayment of the amount from PONSB as guarantor for the loan Based on the cash flow
projections prepared by the management of PHB covering the next 12 month period, PHB 1s expected to have
sufficient financial headroom to meet 1ts current hiabihities and to continue with the current development of the
new models untl]l completion and commercialisation The projections include deferring certain long term
capital expenditure pending availability of funding via loan re-financing

Having considered the above carefully, the directors are of the opinion that 1t 1s appropriate that the financial
statements be prepared on a going concern basis  However, until the lenders have confirmed sufficient facilities
will be 1n place to fund the company’s operations for the foreseeable future, there 1s a matenial uncertainty
which may cast doubt over the company’s ability to continue as a going concern The financial statements do
not include the adjustments that would result 1f the company was unable to continue as a going concern




Lotus Cars Limited

Directors’ report for the year ended 31 March 2013 (continued)

Key performance indicators (“KPIs™)

The directors monitor the overall company performance through the following KPls

¢ Tumover by class of business and geographical segment — see note 2 for further details

« Profitability — (£1594m) (2012 (£1153m)) EBITDA s considered to be the key performance
measurement — (£53 9m) (2012 (£43 9m))

See Review of Business above for an explanation of the movement mn the above KPI's

Principal nisks and uncertainties

The management of the business and the execution of the company’s strategy are subject to a number of risks
A nisk register 1s mamtained, regularly updated and 15 reported at monthly management meetings The key
business risks affecting the performance of the company and the mutigation of those risks are as follows

s  Supply chain — Key suppliers’ ability to deliver to the agreed timetable and quality, mitigated by multi-
sourcing where possible, continuous monitoring of supplier performance and careful suppher selection
based on quality and capability,

¢ Quality management — To ensure quality 1s maimntained n products and services supplied and 1s also
embedded within the organisation The company 1s an [SO90001 2000 accredited organisation with
regular thard party assessments underpinning the business operations,

e Foreign exchange — A large proportion of the company’s revenues are in currencies other than sterling In
add:tion the business sources supplies from all over the world n a variety of currencies and elements of its
funding are denominated 1n foreign currencies Where there 1s a significant forecast net position n any
foreign currency a proportion of that risk 1s mmigated by forward contract hedging arrangements, where
these are deemed appropriate,

e Market for the company’s products and services — These are to an extent dependent on competitor activity,
having the rnght products and services that the market demands and the health of the global economy The
company seeks to mitigate this risk through offering competitive and attractive products and services and
through signtficant investment in research and development

All rnisks and uncertainties are monitored on a regular basis with action plans put in place to mitigate any
adverse effects on the business




Lotus Cars Limited

Directors’ report for the year ended 31 March 2013 (continued)

Finaneial risk management

The company’s operations expose it to a variety of financial nsks, which include price risk, credit risk, hquidity
risk, foreign exchange risk and interest rate cash flow risk Given the size of the company, the directors have
not delegated the responsibility of monitoring financial risk management tg a sub-committee of the board The
policies set by the board of directors are implemented by the company’s finance department

Price risk

The company 1s exposed to price nisk through the indirect impact of competitor acivities  The pricing of competitors
15 closely monitored and 1t 1s the policy of the company to ensure that the company’s products and services are
compettively priced, whilst reflecting the quahity of the products and services supphed The company 1s also subject
to movements 1 commodity prices (for example, steel prices) Such exposure 1s not currently managed by hedge
arrangements, although the directors will revisit the appropnateness of this policy should the exposure change 1n size
or nature

Credit risk

Credit risk 1s the risk customers will default on their obligation to make payment for the product or services supphed
The company has implemented policies that require appropriate credit checks on potential customers before sales are
made In some circumstances advance payments are required Credit control procedures are implemented if
customers exceed their agreed terms

Liquidity risk

Liquidity risk 1s the risk that the company will encounter difficulty in meeting obhgations associated with its
financial lhabihties The company has access to a mixture of Proton group loans and debt finance that 1s designed
to ensure the company has sufficient available funds for operations and planned expanstons

Foreign exchange risk

The company operates internationally and 1s exposed to foreign exchange nsk antsing from varnious currency
exposures, primarily with respect to the Euro and the US Dollar Foreign exchange nsk anises from commercial
transactions, borrowing transactions and investments in foreign operations

Where there 1s a significant forecast net position n any foreign currency a proportion of that rnisk 1s covered by
forward contract hedging arrangements, as appropriate

Imierest rate cash flow risk
The company pays nterest on e¢lements of its debts at a vaniable rate The directors will revisit the appropnateness of

the policy of not hedging the company’s exposure to changes 1n interest rates should the exposure change in size or
nature

Results and dividends

The company’s loss for the financial year afier taxation amounted to £159,394,000 (2012 £115,288,000) The
directors do not recommend the payment of a dividend (2012 £ml), and the loss for the financial year has been
transferred to reserves



Lotus Cars Limited
Directors’ report for the year ended 31 March 2013 (continued)

Research and development

The company 1s committed to research and development and undertaking such expenditure as 1s required to mamtan
1ts current market position and further enhance future growth and profitability, principally through the development
of new models and variants of existing models Development costs that meet the capitalisation critena of SSAP
13, “Accountmg for Research and Development’, are capitahised and amortised over their esumated useful hfe
Research costs and other development costs are expensed as incurred Research and development expenditure

charged to the profit and loss account, including amounts amortised and impaired, amounted to £93,439,000 (2012
£54,947,000)

Employees

The directors acknowledge the importance of good communication and employee relations Communications
are essential to progress, as such the company has devoted considerable time and effort to ensure that
employees are well informed about those aspects of the business which affect them

Employees and their representatives are briefed on all matters relevant to their area of operation and their views
are sought and taken nto account The company undertakes regular staff briefings both business wide and n
divisional groups Senior management hold separate monthly meetings with the staff representatives, to discuss
company performance, 1ssues, employee matters and future plans These together with regular divisional
newsletters, which are distributed to all staff via emails and notice boards, ensure that all staff are informed of
the company’s performance and plans

Applications for employment from disabled persons are fully considered, bearing in mind the aptitudes and
abilities of the persons concerned In the event of employees becoming disabled every effort 1s made to ensure
that thewr employment with the company continues It 1s the policy of the company to further as far as possible
the traiming, career development and promotion of disabled employees

Chanitable donations

During the financial year the company made charitable donations of £28,684 (o a cancer chanty (2012 £52,280104a
disaster crisis charity)

Directors

The following directors served during the financial year and up to the date of signing the financial statements, except
where otherwise stated

Dato’ Lukman bin Ibrahim (appointed 19 April 2012)

Encik Mohd Khahid bin Yusof (appointed 19 April 2012, resigned 27 August 2013)
Aslam Farikullah (appointed 9 July 2012)

Michael Edward Bell (resigned 19 June 2012)

Azman Abdullah (resigned 13 June 20i2)

Dany Taner Bahar (resigaed 13 June 2012)

Dato’ Radzai bin Mohamed (appointed 27 August 2013)

Thean Hin Soo (appointed 27 August 2013)




Lotus Cars Limited
Directors’ report for the year ended 31 March 2013 (continued)

Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financial statements 1n accordance with United Kingdom Generally Accepted Accounting
Practice (Umited Kingdom Accounting Standards and applicable law) Under company law the directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of
the company and of the profit or loss of the company for that period In 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,

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

e prepare the financial statements on the gomng concern basis unless 1t 15 mappropriate to presume that the
company will continue 1n business

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

Statement of disclosure of information to auditor

So far as each of the directors are aware, there 1s no relevant audit information of which the company’s auditor
15 unaware, and they have taken all the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the company’s auditor 15 aware of that
information

Independent auditor

PricewaterhouseCoopers LLP resigned as auditor on 30 November 2012 and Emst & Young LLP were
appointed 1n their place Ernst & Young LLP have indicated theirr willingness to continue 1n office, and a
resolution concerning their reappomntment will be proposed at the Annual General Meeting

On behalf of the Board

25 November 2013




Independent auditor’s report to the members of Lotus Cars Limited

We have audited the financial statements of Lotus Cars Limited for the year ended 31 March 2013 which
comprise the profit and loss account, the statement of total recognised gains and losses, the balance sheet, note
of historical cost profits and losses and the related notes 1 to 25 The financial reporting framework that has
been applied in their preparation 1s applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Compantes Act 2006 OQur audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them tn 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 opimons we have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Statement of Directors’ Responsibilities on page 7 the directors are responsible
for the preparation of the financial statements and for bemng satisfied that they give a true and farr view Our
responstbility 1s to audit and express an opinion on the financial statements n accordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Audrting Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1 the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropnate to the company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of sigmficant
accounting estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information 1n the Directors’ Report and Financial Statements to
identify material mconsistencies with the audited financial statements [f we become aware of any apparent
material misstatements or mconsistencies we consider the implhications for our report

Opmon on financial statements

In our opinion the financial statements

e give a true and fair view of the state of the company’s affairs as at 31 March 2013 and of 1ts loss for
the year then ended,

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

e have been prepared in accordance with the requrements of the Companies Act 2006



Independent auditor’s report to the members of Lotus Cars Limited
(continued)

Emphasis of matter - Going concern

In forming our opimien on the financial statements, which 1s not modified, we have considered the adequacy of
the disclosure made 1n note 1 to the financial statements concerning the company’s ability to continue as a
gomng concern The conditions described n note | indicate the existence of a material uncertainty which may
cast sigmificant doubt about the company’s ability to continue as a going concern The financial statements do
not include the adjustments that would result 1f the company was unable to continue as a going concern

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us 1o
report to you 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 1n agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not recerved all the information and explanations we require for our audit

Ew‘t‘f—ia«j Ve,

Tony MeCartney (Senior Statutory Auditor)
For and on behalf of Ernst & Young LLP, Statutory Auditor
Cambnridge, UK

28 November 2013




Lotus Cars Limited

Profit and loss account for the year ended 31 March 2013

N 2013 2012
ote £7000 £2000
Turnover 2 65,971 77,018
Cost of sales (55,809) (73,935)
Gross profit 10,162 3,083
Exceptional administrative expenses, impairment of fixed
assets

3 (86.193) (53.316)
Other administrative expenses (75,978) {60,808)
Operating loss 3 (152,009) (111,041)
Interest recervable and similar income 6 35 328
Interest payable and similar charges 6 (7,508) (5,278)
Other finance income 6 88 815
Loss on ordinary activities before taxation (159,394) {115,176)
Tax on loss on ordinary activities 7 - (112)
Loss for the financial year 19 (159,394) (115,288)

The results for the current and prior year relate entirely to continumng operations

There are no matenial differences between the loss on ordinary activities before taxation and the loss for the financial

year for the above periods and their historical cost equivalents



Lotus Cars Limited

Statement of total recognised gains and losses for the year ended 31

March 2013
Notes 2013 2012
£000 £'000
Loss for the financial year (159,394) (115,288)
Actuanal loss relating to pension scheme hability 17 (6,557) (4,404)
Total recogmsed gains and losses relating to the financial year (165,951) {119,692)




Lotus Cars Limited

Balance sheet as at 31 March 2013

Note 2013 2012
£000 £000
Fixed assets
Intangible assets 8 30,449 104,749
Tangible assets 9 56,597 57,296
Investments 10 68 68
87,114 162,113
Current assets
Stocks 11 31,564 39,379
Debtors 12 241,097 35,554
Cash at bank and 1n hand 13,241 15,613
285,902 90,546
Creditors: amounts falling due within one vear 13 (240.,654) (262,602)
Net current assets / (liabilities) 45,248 (172,056)
Total assets less current hiabilities 132,362 (9,543}
Creditors: amounts falling due after more than one year 14 (209,670) (75,066}
Provision for liabilities 16 (6,596) (8,257
Net liabilities excluding pension hability (83,904) (93,266)
Pension hability 17 (7,508) (1,291)
Net liabihities including pension liabihty (91,412) (94,557)
Capital and reserves
Called up share capital 18 283,056 113,960
Revaluation reserve 19 3,714 3,806
Capital reserve 19 17 17
Profit and loss account 19 (378,199) (212,340)
Total shareholders’ deficit 20 (91.412) (94,557)

The financal statements were approved by the Board of Directors and authorised for 1ssue on 25 November

2013 and were signed on 1ts behalf by

ato’ Llikman biR [brahim
irecto

Registered number: 00895081



Lotus Cars Limited

Note of historical cost profits and losses for the year ended 31 March

2013
2013 2012
£2000 £°000
Loss for the financial year before taxation (159,394) (115,288)
Difference between the historical cost depreciation charge and the actual
depreciation charge for the year calculated on the revalued amount 92 92
Historical cost loss on ordinary activities before taxation (159,302) (115,196)
Historical cost loss on ordinary activities after taxation (159,302) (115,196




Lotus Cars Limited

Notes to the financial statements for the year ended 31 March 2013

1. Accounting policies

Basis of preparation

These financial statements have been prepared under the historical cost convention as modified to include the
revaluation of certain fixed assets and n accordance with the Compantes Act 2006 and apphcable accounting

standards in the United Kingdom The principal accounting policies, which have been consistently applied, are
set out below

Gomg concern

The company’s financia! statements have been prepared on the gomg concern basis, which assumes that the
company will be able to meet its liabihties as they fall due for the foreseeable future

As at 31 March 2013, the company had negative shareholders’ funds of £01 4m (2012 £94 6m)

Included n net current habilities 1s £203 5m in respect of bank loans shown as falling due within one year as a
consequence of the company being in breach of a covenant of the loan at 31 March 2013 and the date of
approval of these financial statements, whereby the company 1s required to maintain positive shareholders’
funds The bank loans are supported by a corporate guarantee from Perusahaan Otomobil Nasional Sdn Bhd
(‘PONSB’), a wholly owned subsidiary of Proton Holdings Berhad (PHB), the company’s intermediate parent
company (see below for further details)

PHB has confirmed in writing that 1t will provide such financial support to the company so as to allow the
company to meet its liabilities as they fall due for the next 12 months from the date of signing of the audited
financial statements for the financial year ended 31 March 2013

It 1s on the basis of this Jetter of support that the board of directors have determined that 1t 1s appropriate to
prepare the financial statements on a going concern basis

The ability of PHB to provide the support required 15, however, dependent upon negotiations which are
currently underway with the company’s bankers as detatled below

As disclosed in note 15, the company secured financing facilities totalling £270 nullion, supported by a
corporate guarantee from Perusahaan Otomobil Nasional Sdn Bhd (PONSB), a wholly owned subsidiary of
PHB  Management of PHB 15 currently in discussion with the lenders to negotiate the waiver of the
requirement to maintain Positive Shareholders Funds Currently a temporary waiver of this condition has been
approved by the lead lender to 31 March 2014 In addition, PHB 1s planning to re-finance the loan via
collateralisation of property, plant and equipment of certain wholly owned subsidiaries The proposed re-
financing plan 1s expected to be completed within the financ:al year ending 31 March 2014

Unless a further waiver 1s obtained, the company will continue to be in techmical breach and the outstanding
loan amounts wil] continue to be classified as current habihities The lenders would in addition have the rnight to
demand early repayment of the amount from PONSB as guarantor for the loan Based on the cash flow
projections prepared by the management of PHB covering the next 12 month period, PHB 1s expected to have
sufficient financial headroom te meet its current hiabihities and to continue with the current development of the
new models until completion and commercialisation The projections include deferring certain long term
capital expenditure pending availlability of funding via loan re-financing

Having considered the above carefully, the directors are of the opmnion that 1t 1s appropriate that the financial
statements be prepared on a going concern basis However, until the lenders have confirmed sufficient facilities
will be i place to fund the company’s operations for the foreseeable future, there 15 a material uncertamnty
which may cast doubt over the company’s ability to continue as a going concern The financial statements do
not include the adjustments that would result 1f the company was unable to continue as a going concern




Lotus Cars Limited

Notes to the financial statements for the year ended 31 March 2013
(continued)

1. Accounting policies (continued)

Cash flow statement and related party disclosures

The company s a wholly-owned subsidiary and 1s included in the consohdated financtal statements of DRB-
HICOM Berhad, which are publicly available Consequently, the company has taken advantage of the
exemption from preparing a cash flow statement under the terms of FRS 1 (Revised 1996), ‘Cash Flow
Statements’ The company 1s also exempt under the terms of FRS §, ‘Related Party Disclosures’ from
disclosing related party transactions with DRB-HICOM Berhad and 100% owned group companies

Consolhidated financial statements

The company 1s a wholly owned subsidiary undertaking of a company mcorporated in England and Wales,
which nself prepares consolidated financial statements Accordingly, the preparation of group financial
statements by the company 1s not required under section 400 of the Compames Act 2006 Therefore these
financial statements present information about the company and not 1ts group

Turnover

Turnover represents the sales value of goods and services supplied to customers and 1s net of VAT Turnover
on the sale of a vehicle 1s recognised upon despatch of the vehicle to the dealer

Turnover on long-term engineering contracts i1s recogmsed on the basis of the stage of completion of such
contracts at the balance sheet date, where the contract outcome can be assessed with reasonable certainty
Related costs are included in cost of sales  Full provision 1s made for all foreseeable losses on contracts eniered
into before the year end

Amounts are inciuded within accrued income and payments in advance on engineering contracts to recognise
uming differences arising between amounts invoiced and recerved and amounts recognised in the profit and loss
account on individual engineering contracts

Tangible fixed assets

The cost of tangible fixed assets 1s theiwr historic purchase cost or valuation, together with any incidental costs of
acquisiton Depreciation s calculated so as to write off the cost or valuation of tangible fixed assets, less their
estimated residual values, over their estimated useful economic lives at the following principal rates

Freehold buildings 40 years
Plant and machwnery 2 to 10 years
Motor vehicles 4 1o 5 years
Fixtures, fittings and equipment 2 to 10 years

Freehold land is not depreciated Vehicle tooling costs are deprecsated based 