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Karcher (UK) Limited

Strategic report
for the year ended 31 December 2017

The directors present their strategic report together with the consolidated audited financial statements for the
year ended 31 December 2017.

Review of the business

As set out on page 9 the group turnover increased in the year to £130,636,000 (2016 - £127,671,000) an
increase of 2.3%. The gross profit value increased by 3.0% with gross margin percentage increasing slightly to
23.91% (2016 — 23.75%) The biggest factor in the gross margin stagnation is the continued weakness of
Sterling since the Brexit vote in June. The group brings in a majority of its cleaning equipment from the Euro
Zone.

Retail sales grew in 2017 with our Outdoor range performing particularly well during the year and ended the
2017 with double digit growth year on year. Our share of the domestic high pressure washer market also grew
in the financial year and delivered strong growth on 2016. New product development in other Qutdoor products,
including our portable cleaner, the OC3, helped grow this product sector. Indoor products, such as domestic
vacuums and window vacuums fell short of expectation. Although, our share of the steam market has grown the
UK steam market has shrunk significantly over the last few years.

Professional sales on the whole remained flat compared with 2016, as we did not see significant tender activity
on our retail cleaning & floorcare products. Core Professional products, such as the hot and cold high pressure
washers and vacuums grew well in the year with stable margins as a result of increases in pricing to offset
exchange effect on bought in goods. Our continued focus on aftermarket services for our customers saw very
good growth, as a result of our continued investment in engineering infrastructure and efficiency in processes.
Machine hire turnover saw strong double digit growth in the year.

Group administration and distribution costs decreased by 2.4% verses 2016 (excluding 2016's exceptional
income). In collaboration with the company's parent company, the management team introduced a set of
projects to increase process efficiencies and create cost reductions, which have tightened the cost basis,
despite having a full year of higher new Head Quarters running costs. The significant spend for the group in the
year was on warehouse and carriage, advertising and marketing expenses and personnel costs. The average
consolidated headcount increased by 1 to 324 (2016 — 323). The group made an operating profit in 2017 of
£1,246,000 (2016 - £2,192,000) with profit on ordinary activities after interest and taxation of £396,000
(2016 - £1,372,000).

Product stock values reduced year on year by 16.1%. This was due to a strong last quarter of sales and a
second half of the year stock reduction program. Trade receivables remain within company’'s debtor day
expectations and key performance indicators for the group.

Consolidated net assets increased by £3,496,000 year on year with the majority of the movement due to the
change in value of our derivative financial instruments and reduction in our intra-group trade creditor at the
year-end. The movement in the derivatives created an asset of £933,000 (increase of £3,735,000) and the
reduction in intra-group creditor increases our assets by a further £4,983,000. The offset against these
increases comes mainly from stock reduction, which decreased by £1,688,000 to £8,785,000 and net fixed
assets which reduced by £1,192,000 to £14,231,000 after several years of significant investment. We aim to
protect our core business by using forward contracts to help build more certainty into our future cash flows.

The wider UK economy post-Brexit remains; a major concern for many import businesses like ours and the
uncertainty makes investment and planning more complex. The reduction in consumer confidence does impact
our business directly. Consumer price inflation rose steadily through 2017, ending the year at 3.1% and for the
first time in many years, inflation has overtaken wage growth in the UK. This puts pressure on our cost base, as
unemployment is also quite low at present.

In 2017 the currency effect (Sterling verses the Euro) negatively swung 10.8% from a low of £0.835 in April to a
high of £0.925 in August. Between January 2016 and December 2017, the UK faced an adverse exchange
swing of 17.4% over the 24 month period. As a majority of our products sold in the UK are imported from the
Euro zone, the management of our product cost base requires significant management focus and necessary
price adjustment.



Karcher (UK) Limited

Strategic report
for the year ended 31 December 2017 (continued)

The UK team, in conjunction with our German parent company, ran a highly successful series of projects to help
alleviate these macro-economic factors, which directly improved our profitable returns and working capital in the
year. These measures will continue in the coming years as we can expect the period of uncertainty to continue
for the next 2 years as negotiations continue for the UK to exit the EU.

Our brand strength, continued innovation of our product range and close collaboration with our customers, will
continue to be the focus for the business in 2018. These factors, plus the strategic measures that have been
introduced to protect the principles and assets of Karcher, mean that we are in a good position to continue added
value projects and profitable growth for the business.

Principal risks and uncertainties

The macroeconomic effect on the UK economy after the decision to leave the European Union clearly remains
uncertain, and remains a significant focus for the management.

The business anticipates that a slowdown in growth, further reduced consumer confidence and the potential
continued depreciation of the pound to be the key risks to the plans of the management.

With this in mind, deployment of risk mitigating policies such as foreign currency hedging, cash flow planning
and, strategic plans to improve working capital and profit generation have already proved a valuable barrier to
the financial impacts of the economic changes.

The Group as a whole has a strong brand and culture, both of which are the backing of long terms plans, which
underpin the UK business, and with the recent investment in new Head Quarters in the UK, will provide the
business with a firm foundation to continue to strengthen the brand awareness and grow over the long term.

Key Performance Indicators

The group produce regular management information for review and discussion by the directors, business division
managers and employees. Management produce key performance indicators specifically on a business unit,
value stream and sales channel level. The financial key performance indicators are sales performance, gross
margin and product contributions as well as capital and overhead spend. These are evaluated against previous
years, forecasts and budgets and then used to adjust strategic planning to ensure the assets and returns of the
business are protected.

included in management information submissions are non financial measures including headcount per cost
centre, employee productivity, cost to serve our customers, product return volumes, heaith and safety data,
customer service levels and orders delivered ‘on time & in full" through our outsource partner and in-house
warehousing and distribution.

Working capital measures are reviewed and set for the coming periods by the management and they include
stock range, debtor days, cash collection targets, creditor days, currency hedging effectiveness and liquidity
statistics.

A majority of the financial performance indicators are relevantly assessed on a company and sales channel level,
therefore not presented in this report however a key indicator for the measurement of the business is our return
on company assets. This is a ratio of our earnings over the 13 month average net assets.

At present there are no significant threats to any operating costs or outstanding debts of the business, with all
business units and company key indicators within tolerance levels of management expectations.

Secretary
27 March 2018



Karcher (UK) Limited

Report of the directors
for the year ended 31 December 2017

The directors present their report together with the audited consolidated financial statements for the year ended
31 December 2017.

Results and dividends
The consolidated statement of comprehensive income is set out on page 9 and shows the profit for the year.
Management of financial risks

The group’s operations and administration are open to currency, liquidity, credit, interest rate and returned
product risks.

The group has exposure to the Euro currency, this is managed by forward hedged exchange contracts and
reviewed regularly with our treasury department at head office to ensure we have no large exposures or risk to
company margin and cost budgets.

The group’s policy in respect of credit risk is to require appropriate credit checks on potential customers before
sales are made and monitor all customers’ credit worthiness on a regular basis. The credit limit management
tools within our software applications and dunning process are fully integrated to collect monies due to the
company in a timely and orderly manner. Credit insurance on significant debt is in place to further strengthen
the protection of our receivable assets.

The group’s policy in respect of interest rate risk and liquidity risk is to maintain medium term and short term
debt finance from the parent company and readily accessible bank overdraft accounts to ensure the company
has sufficient funds for operations. The cash deposits are held in a mixture of short term deposits with the
parent company and current accounts that earn interest at a floating rate.

Returned products are managed by a dedicated retail collection team, reworked and sold via our outlet website.
The company returns rates are regularly reviewed for each product range and appropriate provisions are made.

Employment of disabled persons

Full and fair consideration is given to the employment of applicants who are disabled persons, taking account of
their disabilities and abilities. Employees who become temporarily or permanently disabled are retained in
employment where possible with fair regard to their training needs, role and career development. All employees
are fairly and equally provided opportunities for any promotion opportunities.

Employee involvement

The group creates platforms and encourages regular consultation with employees and management throughout
the business. Employees are notified of the business performance and future developments through monthly
operating updates, weekly team leader review meetings and company’s annual conference. All employees have
performance reviews, learning & development plans and self-assessment appraisal meetings at least twice a
year. We have recently invested in an all-encompassing software package to help manage these functions and
align ourselves with the global human resource management processes The group has now also successfully
achieved ‘Investors in People’ accreditation.

In 2017 we performed another group wide employee survey in conjunction with our Culture Excellence and ran
-workshops with all our employees and the results of which are now being evaluated.

Research and development

The group had no investment in this area in the year.



Karcher (UK) Limited

. Report of the directors
for the year ended 31 December 2017 (continued)

Directors
The directors of the company during the year were:

H O Jenner

S C Keeping
M R Venner
M J Asch

C May

Directors' responsibilities

The directors are responsible for preparing the directors' report and the financial statements in 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 elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United 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 group and of the profit or loss of the group for that period.

In preparing these financial statements the directors are required to:
e select suitable accounting policies and then apply them consistently;
e make judgements and accounting estimates that are reasonable and prudent;

s state whether applicable UK accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
group's transactions, to disclose with reasonable accuracy at any time the financial position of the group and to
enable them to ensure that the financial statements comply with the Companies Act 2006.

They are also responsible for safeguarding the assets of the group and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Disclosure of information to auditors

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

e so far as that director is aware, there is no relevant audit information of which the company's auditors are
unaware, and

e that director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the company's auditors are aware of that information. :



Karcher (UK) Limited

Report of the directors
for the year ended 31 December 2017 (continued)

/_\

Auditors

The auditors, BDO LLP, will be proposed for reappointment in accordance with section 485 of the Companies Act
2006.

This report was approved by the board on and signed on its behalf.

Y

S C Keeping
Director Director
27 March 2018 27 March 2018



Kéarcher (UK) Limited

Independent auditor’s report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF KARCHER (UK) LIMITED
Opinion

We have audited the financial statements of Karcher (UK) Limited (the ‘parent company’) and its subsidiaries (the
‘group’) for the year ended 31 December 2017 which comprise the consolidated statement of comprehensive
income, the consolidated balance sheet, the consolidated statement of changes in equity, the consolidated
statement of cash flows, the company balance sheet, the company statement of changes in equity and notes to
the financial statements, including a summary of significant accounting policies. 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).

In our opinion, the financial statements:

+ give a true and fair view of the state of the group’s and of the parent company’'s affairs as at 31
December 2017 and of its profit for the year then ended;

« - have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice;

* have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor’'s responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these 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 have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

e the Directors’ use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or

¢ the Directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the group’s or the parent company’s ability to continue to adopt the going
concern basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.



Kéarcher (UK) Limited

Independent auditor's report (continued)

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor’'s report thereon. The directors are
responsible for the other information. QOur 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.

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 material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
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 report of the directors for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

« the strategic report and the report of the directors have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the group and the parent company and its environment
obtained in the course of the audit, we have not identified material misstatements in the strategic report or the
directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

« adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been received from branches not visited by us; or

« the parent company financial statements are not in agreement with the accounting records and returns;
or

« certain disclosures of directors’ remuneration specified by law are not made; or
- we have not received all the information and explanations we require for our audit.
Responsibilities of directors

As explained more fully in the report of the directors, 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 group’s and the parent
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 group or the parent
company or to cease operations, or have no realistic alternative but to do so.

7



Karcher (UK) Limited

Independent auditor's report (continued)

Auditor’s responsibilities for the audit of the financial statements

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.

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 of 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 Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.

(ng L P

Jonathan Gilpin (Senior statutory auditor)

for and on behalf of BDO LLP, Statutory auditor
Birmingham

United Kingdom

5 AT(.’( 2o1§

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).




Karcher (UK) Limited

Consolidated statement of comprehensive income
for the year ended 31 December 2017

the
Turnover : ' 3
Cost of sales
Gross profit
Distribution costs 4
Administrative expenses — net of exceptional income of £nil (2016 —
£2,601,000)
Operating profit 4
Interest receivable and similar income
Interest payable and expenses 8
Profit before tax
Tax on profit 9

Profit for the year

Other comprehensive income for the year
Movement in cash flow hedge
Taxation in respect of other comprehensive income

Other comprehensive income for the year
Total comprehensive income for the year

All amounts relate to ordinary activities.

The notes on pages 17 to 39 form part of these financial statements.
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2017 2016
£000 £000
130,636 127,671
(99,399) (97,353)
31,237 30,318
(24,030) (24,709) -
(5,961) (3,417)
1,246 2,192
3 20
(379) (508)
870 1,704
(474) (332)
396 1,372
3,735 9,316
(635) (1,705)
3,100 7,611
3,496 8,983




Kéarcher (UK) Limited

Consolidated balance sheet
at 31 December 2017

Company number 01350233 Note 2017 2017 2016 2016
£000 £000 £000 £000
Fixed assets
Intangible assets 10 1,793 2,016
Tangible assets 11 12,438 13,407
14,231 15,423
Current assets
Stocks 13 8,785 10,473
Debtors 14 24,097 21,467
Cash at bank and in hand 15 160 157
33,042 32,097
Creditors: amounts falling due
within one year 16 (21,188) (26,649)
Net current asseis 11,854 5,448
Total assets less current : :
liabilities 26,085 20,871
Creditors: amounts falling due
after more than one year 17 (6,115) (5,244)
Provisions for liabilities
Deferred taxation 19 (529) (222)
Other provisions 20 (1,690) (1,150)
(2,219) (1,372)
Net assets 17,751 - 14,255

Capital and reserves

Called up share capital 22 2,320 2,320
Other reserves 774 (2,326)

Profit and loss account 14,657 14,261

17,751 14,255

The financial statemenig were approved by the Board of Directors and authorised for issue on 27 March 2018.

I

S C Keeping
Director

rector

The notes on pages 17 to 39 form part of these financial statements.
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Karcher (UK) Limited

Consolidated statement of changes in equity
for the year ended 31 December 2017

Share Other Retained Total
capital reserves earnings - equity
£000 £000 £000 £000
At 1 January 2017 2,320 (2,326) 14,261 14,255
Comprehensive income for the year
Profit for the year - - 396 396
Net gain on cash flow hedges - 3,735 - 3,735
Taxation in respect of items of other
comprehensive income - (635) - (635)
Other comprehensive income for the
year - 3,100 - 3,100
Total comprehensive income for the
year ' - 3,100 - 3,100
At 31 December 2017 2,320 774 14,657 17,751

The notes on pages 17 to 39 form part of these financial statements.

11



Karcher (UK) Limited

Consolidated statement of changes in equity
for the year ended 31 December 2016

Share Other Retained Total
capital reserves earnings equity
£000 £000 £000 £000
At 1 January 2016 2,320 (9,937) 12,889 5,272
Comprehensive income for the year
Profit for the year - .- 1,372 1,372
Net gain on cash flow hedges - 9,316 - 9.316
Taxation in respect of items of other
comprehensive income - (1,705) - (1,705)
Other comprehensive income for the
year - 7,611 - 7,611
Total comprehensive income for the
year - 7,611 1,372 8,983
At 31 December 2016 2,320 (2,326) 14,261 14,255

The notes on pages 17 to 39 form part of these financial statements.

12



Karcher (UK) Limited

Consolidated statement of cash flows
for the year ended 31 December 2017

Cash flows from operating activities

Profit for the financial year

Adjustments for:

Amortisation of intangible assets

Depreciation of tangible assets

(Profit)/loss on disposal of tangible assets

Interest paid

Interest received

Taxation charge

Decrease/(increase) in stocks

(Increase)/decrease in debtors including group balances
(Decrease)/increase in creditors including group balances
Increase in provisions

Taxation paid

Net cash generated from operating activities
Cash flows from investing activities

Sale of tangible fixed assets

Purchase of tangible fixed assets

Interest received

Net cash used in investing activities

Cash flows from financing activities

Interest paid

Increase in intercompany loans

" Repayment of intercompany loan

Finance leases repaid
Payment of deferred consideration of fixed asset investment

Net cash (used in)/generated by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at the end of year

Cash and cash equivalents at the end of year comprise:

Cash at bank and in hand
Bank overdrafts

The notes on pages 17 to 39 form part of these financial statements.
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2017 2016
£000 £000
396 1,372
422 382
1,833 1,376
(27) (2,601)
379 508
(3) (20)
474 332
1,688 (1,346)
(2,173) 819
(3,802) 5,045
540 95
(249) -
(522) 5,962
73 3,890
(217) (4,252)
3 20
(181) (342)
(379) (508)
2,636 -
- (6,553)
(650) (661)
(326) -
1,281 (7.722)
618 (2,102)
(1,055) 1,047
(437) (1,055)
160 157
(597) (1,212)
(437) (1,055)




Karcher (UK) Limited

Company balance sheet
at 31 December 2017

Company number 01350233 Note 2017 2017 2016 2016
£000 £000 £000 £000
Fixed assets
Intangible assets 10 ) 220 , 329
Tangible assets 11 10,851 11,978
Investments 12 2,652 2,452
13,723 14,759
Current assets
Stocks 13 8,677 10,412
Debtors 14 24,157 21,406
Cash at bank and in hand 15 4 -
32,838 ‘ 31,818
Creditors: amounts falling due
within one year 16 (20,579) (25,923)
Net current assets 12,259 5,895
Total assets less current
liabilities 25,982 20,654
Creditors: amounts falling due
after more than one year 17 (5,502) : (4,713)
Provisions for liabilities _
Deferred taxation 18 (430) (65)
Other provisions 20 (1,690) (1,150)
(2,120) (1,215)
Net assets : 18,360 14,726

Capital and reserves

Called ital 22 2,320 2,320

er reserves 774 (2,326)
Profit and loss account 15,266 14,732
18,360 14,726

S C Keeping
Director

The notes on pages 17 to 39 form part of these financial statements.
14



Kéarcher (UK) Limited

Company statement of changes in equity
for the year ended 31 December 2017

Share Other Retained Total
capital reserves earnings equity
£000 £000 - £000 £000
At 1 January 2017 2,320 (2,326) - 14,732 14,726
Comprehensive income for the year
Profit for the year - - - 534 534
Net gain on cash flow hedges - 3,735 - 3,735
Taxation in respect of items of other
comprehensive income - (635) - (635)
Other comprehensive income for the
year - 3,100 - 3,100
Total comprehensive income for the )
year , - 3,100 534 3,634
At 31 December 2017 2,230 774 15,266 18,360

The notes on pages 17 to 39 form part of these financial statements.

15



Karcher (UK) Limited

Company statement of changes in equity
for the year ended 31 December 2016

Share Other Retained Total
capital reserves earnings equity
£000 £000 £000 £000
At 1 January 2016 2,320 (9,937) 12,927 5,310
Comprehensive income for the year
Profit for the year - - 1,805 1,805
Net gain on cash flow hedges - 9,316 - 9,316
Taxation in respect of items of other
comprehensive income . - (1,705) - (1,705)
Other comprehensive income for the
year - 7,611 - 7,611
Total comprehensive income for the
year . - 7,611 1,805 9,416
At 31 December 2016 2,320 (2,326) 14,732 14,726

The notes on pages 17 to 39 form part of these financial statements.

16



Karcher (UK) Limited

Notes forming part of the financial statements
for the year ended 31 December 2017

Accounting policies

The group’s principal activities include the sale, hire and repair of cleaning equipment. The registered office
of the parent company (Karcher (UK) Limited) is Karcher House, Brookhill Way, Banbury, Oxfordshire,
. England OX16 3ED. The company is incorporated in England and Wales under the Companies Act 2006.

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and in accordance with
Financial Reporting Standard 102, the Financial Reporting Standard applicable in the United Kingdom and
the Republic of Ireland and the Companies Act 2006."

The preparation of financial statements in compliance with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in applying the company's
accounting policies (see note 2).

Parent company disclosure exemptions

In preparing the separate financial statements of the parent company, advantage has been taken of the
following disclosure exemptions available in FRS 102:

+  Only one reconciliation of the number of shares outstanding at the beginning and end of the period has
been presented as the reconciliations for the group and the parent company would be identical,
No cash flow statement has been presented for the parent company;
Disclosures in respect of the parent company's financial instruments and share-based payment
arrangements have not been presented as equivalent disclosures have been provided in respect of the
group as a whole; and

¢ No disclosure has been given for the aggregate remuneration of the key management personnel of the
parent company as their remuneration is included in the totals for the group as a whole.

The following principal accounting policies have been applied:
Basis of consolidation

The consolidated financial statements present the results of Karcher (UK) Limited and its subsidiaries ("the
group”) as if they formed a single entity. Intercompany transactions and balances between group companies
are therefore eliminated in full.

The consolidated financial statements incorporate the results of business combinations using the purchase
method. In the balance sheet, the acquiree's identifiable assets, liabilities and contingent liabilities are
initially recognised at their fair values at the acquisition date. The results of acquired operations are included
in the consolidated statement of comprehensive income from the date on which control is obtained.

Going concern
The financial statements have been prepared on the going concern basis. The directors have considered
the principal risks and uncertainties that apply to the business, including the ongoing availability and

sufficiency of financing facilities and the ability of the company to meet its liabilities as they fall due.
Accordingly, the directors believe it is appropriate to prepare the accounts on the going concern basis.

17



Karcher (UK) Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Accounting policies (con(inuéd)
Turnover

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

Sale of goods
Turnover from the sale of goods is recognised when all of the following conditions are satisfied:

the group has transferred the significant risks and rewards of ownership to the buyer,;

the group retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

the amount of turnover can be measured reliably;

it is probable that the group will receive the consideration due under the transaction;

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

Rendering of services and equipment hire

Turnover from a contract to provide services and equipment hire is recognised in the period in which the
services are provided in accordance with the stage of completion of the contract when all of the following
conditions are satisfied:

the amount of turnover can be measured reliably;

it is probable that the company will receive the consideration due under the contract;

the stage of completion of the contract at the end of the reporting period can be measured reliably, and;
the costs incurred and the costs to complete the contract can be measured reliably.

Intangible assets

Goodwill

Goodwill represents the excess of the cost of a business combination over the fair value of the group’s
share of the net identifiable assets of the acquired subsidiary or business at the date of acquisition. Goodwill
on acquisitions of subsidiaries is included in ‘intangible assets’. Gains and losses on the disposal of an
entity include the carrying amount of goodwill relating to the entity sold. Goodwill is carried at cost less
accumulated amortisation and accumulated impairment losses. Goodwill amortisation is calculated by
applying the straight line method to its estimated useful life. Goodwill recognised following transition to FRS
102 is being amortised to ‘administrative expenses’ over 10 years.

Estimates of the useful economic life of goodwill are based on a variety of factors such as the expected use
of the acquired business, the expected useful life of the cash generating units to which the goodwill is
attributed, any legal, regulatory or contractual provisions that can limit useful life and assumptions that
market participants would consider in respect of similar businesses.

Other intangibles
Externally acquired intangible assets are initially recognised at cost and subsequently amortised on a
straight-line basis over their useful economic lives.

Intangible assets are recognised on business combinations if they are separable from the acquired entity or

give rise to other contractual/legal rights. The amounts ascribed to such intangible assets are arrived at by
using appropriate valuation techniques.

18



Karcher (UK) Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Acéounting policies (continued)
Other intangibles (continued)

Brands are amortised over their useful economic lives of 5 years. The valuation method uses estimated
discounted cash flows to determine the cost of brands acquired. :

Customer lists are amortised over their useful economic lives of 5 years. The valuation method takes
account of the historic customer relationship and uses discounted cash flows to determine the cost of
customer relationships acquired.

On disposal, the difference between the net disposal proceeds and the carrying amount of the intangible
asset is recognised in profit or loss.

Tangible fixed assets

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

Land and assets under construction are not depreciated. Depreciation on other assets is charged so as to
allocate the cost of assets less their residual value over their estimated useful lives, using the straight-line
method. The estimated useful lives range as follows.

Depreciation is provided on the following bases:

Freehold property - 10% straight line

Leasehold property - Over the term of the lease
Piant and machinery - 25% to 33.33% straight line
Equipment for hire - 20% straight line

Other fixed assets - 10% to 33.33% Straight line

Valuation of investments
Investments in subsidiaries are measured at cost less accumulated impairment.
Operating leases: Lessee

Rentals paid under operating leases are charged to the profit or loss on a straight line basis over the period
of the lease. :

Assets held for rental

Equipment leased to customers under operating leases is capitalised within tangible fixed assets and is
depreciated in accordance with the accounting policy above. Income is accounted for on a straight line
basis.

Stocks

Stocks are valued at the lower of cost and net realisable value. Cost is based on the cost of purchase, net of

discounts, together with all associated costs attributable to the present condition and location of the stock.
Net realisable value is based on estimated selling price less additional costs to completion and disposal.
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Karcher (UK) Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Accounting policies (continued)
Financial instruments

The group recognises financial instruments when it becomes a party to the contractual arrangements of the
instrument. Financial instruments are de-recognised when they are discharged or when the contractual -
terms expire. The group's accounting policies in respect of financial instruments transactions are explained
below:

Financial liabilities

At amortised cost
Financial liabilities at amortised cost including bank borrowings are initially recognised at fair value net of
any transaction costs directly attributable to the issue of the instrument. Such interest bearing liabilities are
subsequently measured at amortised cost using the effective interest rate method, which ensures that any
interest expense over the period to repayment is at a constant rate on the balance of the liability carried into
the balance sheet.

Financial assets

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise principally through the provision of goods and services to customers
(e.g. trade receivables), but also incorporate other types of contractual monetary asset. They are initially
recognised at fair value plus transaction costs that are directly attributable to their acquisition or issue, and
are subsequently carried at amortised cost using the effective interest rate method, less provision for
impairment.

Impairment provisions are recognised when there is objective evidence (such as significant financial
difficulties on the part of the counterparty or default or significant delay in payment) that the company will be
unable to collect all of the amounts due under the terms receivable, the amount of such a provision being
the difference between the net carrying amount and the present value of the future expected cash flows
associated with the impaired receivable. For trade receivables, which are reported net, such provisions are
recorded in a separate allowance account with the loss being recognised within administrative expenses in
the income statement. On confirmation that the trade receivable will not be collected, the gross carrying
value of the asset is written off against the associated provision.

Debtors

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

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more
than three months from the date of acquisition and that are readily convertible to known amounts of cash
with insignificant risk of change in value.

In the statement of cash flows, cash and cash equivalents are shown net of bank overdrafts that are
repayable on demand and form an integral part of the Karcher (UK) Limited's cash management.
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Karcher (UK) Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Accounting policies (continued)

Creditors

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

Hedge accounting

Karcher (UK) Limited has entered into forward foreign currency contracts to manage its exposure to foreign
exchange rate risk in relation to forecast purchases. These derivatives are measured at fair value at each
reporting date. To the extent the hedge is effective; movements in fair value are recognised in other
comprehensive income and presented in a separate cash flow hedge reserve. Any ineffective portions of
those movements are recognised in the income statement for the period.

Foreign currency translation

Functional and presentation currency
The group functional and presentational currency is GBP.

Transactions and balances
Foreign currency transactions are translated into the functional currency using the spot exchange rates at
the dates of the transactions.

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

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

Finance costs

Finance costs are charged to the income statement over the term of the debt using the effective interest
method so that the amount charged is at a constant rate on the carrying amount.

Pensions

The group operates a defined contribution plan for its employees. A defined contribution blan is a pension
plan under which the company pays fixed contributions into a separate entity. Once the contributions have
been paid the company has no further payments obligations.

The contributions are recognised as an expense in the income statement when they fall due. Amounts not
paid are shown in accruals as a liability in the balance sheet. The assets of the plan are held separately
from the company in independently administered funds.

Rebate provisions

The provision for sales credit notes due in respect of rebates is treated as a reduction to turnover and trade
receivables.

Conditions of sale

The group guarantees the products it supplies. Provision is made for any costs which are expected to be
incurred after the year end under the terms of those guarantees.
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Accounting policies (continued)
Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the income
statement, except that a change attributable to an item of income and expense recognised as other
comprehensive income or to an item recognised directly in equity is also recognised in other comprehensive
income or directly in equity respectively.

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

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

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

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

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

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Judgments in applying accounting policies and key sources of estimation uncertainty

In applying the group's accounting policies set out above management is required to make certain estimates
and judgements concerning the future. These judgements are regularly reviewed and updated as
necessary. The estimates and judgements that have the most significant effect on the amounts included in
these financial statements are as follows:

a) Useful lives of property, plant and equipment

Depreciation is provided so as to write down the assets to their residual values over their estimated useful
lives as set out in the company's accounting policy. The selection of these estimated lives requires the
exercise of management judgement. Useful lives are regularly reviewed and should management's
assessment of useful lives shorten then depreciation charges in the financial statements would increase and
carrying amounts of property, plant and equipment would reduce accordingly.

b) Useful life of goodwill and other intangibles

Amortisation is charged so as to write down goodwill to its residual value over the estimated useful life as
set out in the company's accounting policy. Useful lives are regularly reviewed and should management's
assessment of the useful life shorten then amortisation charges in the financial statements would increase
and the carrying amount of goodwill would reduce accordingly.

c¢) Impairment of investments

Investments in subsidiaries are measured at cost less accumulated impairment. Investments are
remeasured to market value at each period end and where the market value falls below the carrying value
the investment is impaired to reduce the carrying value accordingly.

d) Trade debtors

The group reviews the recoverability of trade debtors and makes allowances for doubtful debts where
considered appropriate.

e) Inventory provisions

The group's policy is to fully provide for all items of inventory aged over 12 months and to provide for
specific items which are unlikely to be sold at a price greater than cost, such as display and demonstration
stock. Inventory levels are constantly reviewed and, should there be an indication of impairment or
obsolescence, the inventory is written down to its assessed net realisable value.

f) Financial instruments

Certain financial assets and financial liabilities included within the company financial statements require
measurement at fair value.

The market values of financial instruments as at the year-end have been considered by management in
consuitation with the Karcher group treasury function. Management have assessed estimates provided and
consider them to be a reasonable reflection of the fair value of the financial instruments as at the balance
sheet date.

g) Warranty and returns provision

Warranty and returns provisions are made in accordance with managements review and consideration of
historical costs incurred by the company and sales made under relevant warranty or returns arrangements.
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Analysis of turnover

2017 2016

£000 £000

United Kingdom ’ 127,647 125,552
Rest of Europe 2,989 2,119
130,636 127,671

The aggregate rental income received in respect of operating leases is £2,230,000 (2016 - £2,637,000).
Turnover received in respect of the sale of goods and services is £128,406,000 (2016 - £125,034,000).

Operating profit

2017 2016
. £000 £000
This has been arrived at after charging / (crediting):
Inventory recognised as an expense 94,633 88,420
Amortisation of intangible assets, including goodwill 422 382
Depreciation of tangible fixed assets . 1,833 1,376
(Profit)/loss on disposal of assets 27 (2,601)
Hire of plant and machinery - operating leases 950 849
Hire of other assets - operating leases 168 162

Distribution costs include exceptional income of £nil (2016 - £2,601,000) in relation to the sale of the group’s
former head office.

Auditors' remuneration

2017 2016
£000 £000
Fees payable to the company's auditor and its associates for the audit
of the company's annual accounts 56 55
Fees payable to'the company's auditor and its associates in respect of:
Audit related services - 8
Tax compliance services 11 10
Tax advisory services 30 10
Other non audit services 1 -
108 83
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Employees

Employee costs, including directors remuneration, were as follows:

Group Group

2017 2016

£000 £000

A Wages and salaries " 10,622 10,991
Social security costs . 1,362 1,173
Cost of defined contribution scheme 654 638
12,638 12,802

Company
2017
£000

9,860

1,276
635

1,771

The average number of employees, including directors, during the year was as follows:

Group Group

2017 2016

Management and administration 32 31
Sales and marketing 292 292
324 323

Directors' remuneration

Directors’ emoluments

Company contributions to defined contribution pension schemes

Combany
2017

28
274

-302

2017
£000
700
45

745

Company
2016
£000

10,377

1,107
622

12,106

Company
2016

27
277

304

2016
Restated
£000

594
40

634

During the year retirement benefits were accruing to 2 directors (2016 - 2) in respect of defined contribution

pension schemes.

The highest paid director received remuneration of £509,000 (2016 - £424,000). The value of the company's
contributions paid to a defined contribution pension scheme in respect of the highest paid director amounted
to £24,000 (2016 - £22,000).

Interest payable and similar charges

Bank interest payable

Loans from group undertakings
Finance leases and hire purchase
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Kéarcher (UK) Limited

Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Taxation
2017 . 2016
£000 £000
Current tax
Current tax on profits for the year ’ 326 71
Total current tax : 326 71
Deferred tax . ~
Origination and reversal of timing differences 109 299
Adjustment in respect of prior periods 39 (25)
Effect of tax rate change on opening balance - (13)
Total deferred tax 148 261
Taxation on profit on ordinary activities 474 332

Factors affecting tax charge for year

The tax assessed for the year is lower than (2016 - lower than) the standard rate of corporation tax in the
UK of 19.25% (2016 - 20%). The differences are explained below:

2017 2016
£000 £000
Profit on ordinary activities before tax 870 1,704
Profit on ordinary activities multiplied by the standard rate
“of corporation tax in UK at 19.25% (2016 - 20%) _ . 167 341
Effects of: .
Fixed asset differences 181 (491)
Expenses not deductible for tax purposes 143 202
Chargeable gains - 383
Adjustments to tax charge in respect of prior periods - (48)
Effect of tax rate change on opening balance (17) (55)
Tax on profit on ordinary activities 474 332

Factors that may affect future tax charges

Subject to agreement by HM Inspector of taxes, there are tax losses of £nil (2016 - £678,000) available
against future trading profits.

A number of changés to the UK corporation tax system were announced in the March 2017 Budget,

including that the main rate of corporation tax would reduce to 17% with effect from 1 Apnl 2020. This will
reduce the company’s tax charge accordingly.
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

10 Intangible assets Purchased Goodwill on Customer
goodwill consolidation lists Brands ~ Total
£000 £000 £000 £000

Group
Cost
At 1 January 2017 1,081 1,294 358 376 3,109
Additions - 199 - - 199
At 31 December 2017 1,081 1,493 358 376 3,308
Amortisation _
At 1 January 2017 752 157 90 94 1,093
Charge for the year 109 166 72 . 75 422

At 31 December 2017 861 323 162 169 1,515

Net book value

At 31 December 2017 220 1,170 196 207 1,793
At 31 December 2016 329 1,137 268 282 2,016
Purchased
goodwill Total
£000 £000

Company
Cost
At 1 January 2017 and 31 December 2017 ‘ 1,081 1,081
Amortisation _
At 1 January 2017 752 752
Charge for the year 109 109

At 31 December 2017 861 861

Net book value
At 31 December 2017 220 220

At 31 December 2016 329 329

The assets are reviewed annually for impairment. The review at 31 December 2017 indicated that no such
impairment had arisen.
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

Tangible fixed assets

Group Freehold
’ land and Plant and Equipment Other
buildings machinery for hire fixed assets Total
£000 £000 £000 £000 £000

Cost or valuation
At 1 January 2017 11,458 4,827 1,338 905 18,528
Additions 29 77 650 161 917
Disposals - (39) (252) (7) (298)
At 31 December 2017 11,487 4,865 1,736 - 1,059 19,147
Depreciation
At 1 January 2017 270 4,143 32 676 . 5,121
Charge for the year 917 339 472 105 1,833
Disposals - (24) (221) T (245)
At 31 December 2017 1,187 4,458 283 781 6,709
Net book value
At 31 December 2017 10,300 407 1,453 278 12,438
At 31 December 2016 11,188 684 1,306 229 13,407

Included in the net book value of freehold land and buildings is freehold land of £2,331,000 (2016 -
£2,331,000) and freehold property of £7,969,000 (2016 - £8,857,000).

The net book value of tangible fixed assets included £1,760,000 (2016 - £1,755,000) in respect of assets

held under finance leases and hire purchase contracts. The depreciation charge in respect of these assets
was £352,000 (2016 - £380,000).
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

11

Tangible fixed assets (continued)

Company

Freehold

land and Plant and Other
buildings machinery fixed assets Total
-£000 £000 £000 £000

Cost or valuation :
At 1 January 2017 11,458 4,826 711 16,995
Additions 29 77 102 208
Disposals - (39) (7) (46)
At 31 December 2017 11,487 4,864 806 17,157
Depreciation :
At 1 January 2017 270 4,143 604 5,017
Charge owned for the year 917 339 57 1,313
Disposals - (24) - (24)
At 31 December 2017 1,187 4,458 661 6,306 -
Net book value
At 31 December 2017 10,300 406 145 10,851
At 31 December 2016 11,188 683 107 11,978

Included in the net book value of freehold land and buildings is freehold land of £2,331,000 (2016 -
£2,331,000) and freehold property of £7,969,000 (2016 - £8,857,000).
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

12 Fixed asset investments

lnvestfnents
Company in
subsidiary
companies
£000
Cost or valuation
At 1 January 2017 2,452
Additions 200
At 31 December 2017 ‘ 2,652
Subsidiary undertakings
The following were subsidiary undertakings of the Karcher (UK) Limited:
Country of Class of
Name incorporation shares Holding Principal activity
Clean Sweep Hire Limited United Kingdom Ordinary shares 100% Trading company
Atlantis International Limited United Kingdom Ordinary shares 100% Dormant -
13 Stocks
Group Group Company Company
2017 2016 2017 2016
£000 £000 £000 £000
Finished goods and goods for resale 8,785 10,473 8,677 © 10,412

The change in the stock provision recognised as a gain during the year was £16,000 (2016 — expense of
£425,000). :

The difference between purchase price or production cost of stocks and their replacement cost is not
material.
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14

15

Debtors
Group Group Company Company
2017 2016 2017 2016
£000 £000 £000 £000
Trade debtors 21,680 20,462 21,116 19,855
Amounts owed by group
undertakings 1,135 66 1,799 730
Other debtors 126 - 182 126 120
Prepayments and deposits 223 281 183 225
Financial instruments 933 - 933 -
Deferred tax asset (note 19) - 476 - 476
24,097 21,467 24,157 21,406

All amounts shown under debtors fall due for payment within one year.

Amounts owed by group are interest free and repayable on demand.

Bad debt provision recognised as an expense during the year was a credit of £34,000 (2016 - £81,000).

Cash and cash equivalents

Group Group Company Company

2017 2016 2017 2016

£000 £000 £000 £000

Cash at bank and in hand 160 157 4 -
Less: bank overdrafts (597) (1,212) (597) (1,212)
(437) (1,055) (593) (1,212)
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16 Creditors: amounts falling due within one year

Group Group Company = Company
2017 2016 2017 2016
£000 £000 £000 £000
Bank overdrafts (secured) . 597 1,212 597 1,212
Group investment loan 5,956 4,000 5,956 4,000
Trade creditors 2,671 2,105 2,660 1,895
Amounts owed to group undertakings 5,390 10,373 5,390 10,537
Corporation tax 144 71 159 -
Taxation and social security 2,065 2,065 2,023 2,043
Deferred consideration 336 572 336 572
Obligations under hire purchase 546 585 - -
agreement
Accruals and deferred income . 3,483 2,864 3,458 2,862
Financial Instruments - 2,802 - 2,802
21,188 26,649 20,579 25,923

The bank overdraft is secured against certain of the company's assets.

“~Amounts owed to group are interest free and repayable on demand.

The group investment loan incurs interest of 1% per annum and is repayable over the next two years.

17 Creditors: amounts falling due after more than one year

Group Group Company Company

2017 2016 2017 2016

£000 £000 £000 £000

Group investment loan 5,127 4,447 5,127 4,447

Deferred consideration 375 266 375 266

Obligations under hire purchase . )
agreement 613 531 :

6,115 5,244 5,502 4,713

The group investment loan incurs interest of 1% per annum and is repayable over the next two years.
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17 Creditors: amounts falling due after more than one year (continued)

The maturity of sources of debt finance are as follows:

Group Group
investment Deferred Finance Total
loan consideration leases
2017 - 2017 2017 2017
£'000 £'000 £'000 £'000
In one year or less, or on demand 5,956 336 546 6,838
In more than one year but not more : ' ‘
than two years 5,127 375 458 5,960
In more than two years but not more
than five years : - - 155 155
11,083 ) 711 1,159 12,953
Group
investment Deferred Finance Total
loan consideration leases
2016 2016 2016 2016
£'000 £'000 £'000 £'000
In one year or less, or on demand 4,000 572 585 5,157
In more than one year but not more
than two years 3,556 266 315 4,137
In more than two years but not more ~
than five years 891 - 216 1,107
8,447 838 1,116 10,401

Total of group future minimum lease payments under finance leases:

2017 2016
£000 £'000
Not later than 1 year 591 516
Later than 1 year and not later than 5 years 636 466
Total 1,227 982

The company had no assets held under such leases at either year end.
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17 Creditors: amounts falling due after more than one year (continued)

Company

In one year or less, or on demand
In more than one year but not more
than two years

In one year or less, or on demand

In more than one year but not more
than two years

In more than two years but not more
than five years
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Group
investment
loan

2017

£'000

5,956

5,127
11,083

Group
investment
loan

2016

£'000

4,000

3,556

891

8,447

Deferred
consideration

2017

£'000

336

375

711

Deferred
consideration

2016

£'000

572

266

838

Total

2017
£'000

6,292

5,502

11,794

Total

2016
£'000

4,572
3,822

891

9,285
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Notes forming part of the financial statements
for the year ended 31 December 2017 (continued)

18 Financial instruments

The Group's financial instruments may be analysed as follows:

Group Group-
As restated
2017 2016
£000 £000
Financial assets
Financial assets that are debt instruments measured at amortised cost 23,101 20,867
Derivative financial instruments designed as hedges of 933 -
foreign currency movements
24,034 20,867
Financial liabilities
Financial liabilities measured at amortised cost (25,094) (26,915)
Derivative financial instruments designed as hedges of
foreign currency movements - (2,802)
(25,094) (29,717)

Financial assets measured at amortised cost comprise trade debtors, other debtors, amounts owed by
group undertakings and cash at hand and in bank.

Financial Liabilities measured at amortised cost comprise trade creditors, bank overdrafts, group investment
loan, amounts owed to group undertakings, obligations under hire purchase agreements, deferred
consideration and accruals.

Derivative financial instruments designated as hedging instruments comprise forward currency contracts.
Hedge of foreign exchange risk arising on forecast purchases

The group has entered into a number of forward foreign currency contracts to hedge the potential volatlhty in
future cash flows on forecast purchases arising from movements in Euro exchange rates.

The forward contracts are accounted for as a hedge of foreign exchange risk in accordance with FRS 102
and had a fair value of £933,000 gain (2016 - £2,802,000 loss) at the baiance sheet date. The cash flows
arising from the forward contracts may continue until their maturity in 2019 but may be utilised before this
date. The change in fair value in the period was £3,735,000 gain (2016 - £9,316,000 gain) with the entire
gain being recognised in other comprehensive income as the hedge was considered to be 100% effective.
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19 Deferred taxation

Deferred
tax
Group ‘ £000
At 1 January 2017 . 254
Charged to the profit or loss (148)
Charged to other comprehensive income (635)
At 31 December 2017 (529)
The deferred tax (liability)/asset is made up as follows:
2017 2016
£000 £000
Accelerated capital allowances ' (37) 50
Tax losses carried forward - 115
Sundry timing differences . 61 38
Deferred chargeable property gains (326) (326)
Fair value revaluations of financial (159) 476
instruments
Fair value revaluation of intangibles (68) (99)
(529) (254)
Deferred
tax
Company £000
At 1 January 2017 411
Charged to the profit or loss (206)
Charged to other comprehensive income (635)
At 31 December 2017 (430)
The deferred tax (liability)/asset is made up as follows:
2017 2016
£000 £000
Accelerated capital allowances (6) 108
Tax losses carried forward - 115
Sundry timing differences 61 38
Deferred chargeable property gains (326) (326)
Fair value revaluations of financial instruments (159) 476
(note 14)
(430) 411
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20

21

22

Provisions
, Warranty
Group A . and return
provision
£000
At 1 January 2017 1,150
Charged to the profit or loss 810
Utilised in year (270)

At 31 December 2017 1,690

The provision represents an estimate of the costs to be incurred by the company in respect of returns and
warranties on machines sold. It is estimated that the year end provision will be utilised within two years.

Company ' Warranty

and return

provision

£000

At 1 January 2017 . 1,150

Charged to the profit or loss 810

Utilised in year : . (270)

At 31 December 2017 i 1,690
Reserves

The following describes the nature and purpose of each reserve within equity:
Share capital

This represents the nominal value of shares in issue.

Other reserves

Other reserves represent the effective portion of the change in fair value of designated cash flow hedging
instruments.

Profit and loss account

All other net gains and losses and transactions with owners (e.g. dividends) not recognised elsewhere.

Share capital

2017 2016
£000 £000
Allotted, called up and fully paid ]
2,320,000 ordinary shares of £1 each 2,320 2,320
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Pension commitments

The group operates a defined contribution pension scheme. The assets of the scheme are held separately
from those of the group in an independently administered fund. The pension charge amounted to £654,000
(2016 - £638,000). There were no outstanding or prepaid contributions at either the beginning or end of the
financial year.

Related party transactions

The company is a wholly owned subsidiary of Alfred Karcher GmbH & Co KG and has taken advantage of
the exemption conferred by FRS102 'Related party disclosures' not to disclose transactions with Alfred
Kéarcher GmbH & Co KG or other wholly owned subsidiaries within the group.

Loans and transactions concerning directors and officers of the company

Simon Keeping, a director of the company, owed £nil at the year-end date (2016 - £nil). The maximum
amount of the loan in the year was £nil (2016 - £40,363). Interest is charged at 4%. A total of £nil interest
was charged in the period (2016 - £1,242).

Mark Venner, a director of the company, owed £nil at the year-end date (2016 - £nil). The maximum amount
of the loan in the year was £nil (2016 - £9,501). Interest is charged at 4%. A total of £nil interest was
charged in the period (2016 - £281).

Key management personnel include all directors and a number of senior managers across the group who
together have authority and responsibility for planning, directing and controlling the activities of the
company. The total compensation paid to key management personnel for services provided to the company
was £1,332,000 (2016 - £1,268,000), pension contributions of £132,000 (2016 - £108,000) were also made
on their behalf.

Commitments under operating leases

At 31 December 2017 Karcher (UK) Limited had total future minimum lease payments under non-
‘cancellable operating leases as follows:

Group Group Company Company

2017 2016 2017 2016

£000 £000 £000 £000

Not later than 1 year 687 940 642 895
Later than 1 year and not later than 5 years 928 1,072 793 892
Later than 5 years 281 362 281 364
Total ' ' 1,896 2,374 1,716 2,151
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Prior year restatements

Directors’ remuneration for the year ended 31 December 2016 has been corrected within these financial
statements to £634,000 from £513,000 as disclosed in the approved financial statements for the year ended
31 December 2016. '

Key management personnel remuneration for the year ended 31 December 2016 has also been corrected
within these financial statements to £1,268,000 with pension contributions of £108,000, from £544,000 with
pension contributions of £68,000 as disclosed in the approved financial statements for the year ended 31
December 2016.

Financial liabilities measured at amortised cost as at 31 December 2016 have been corrected within these
financial statements to £26,915,000 from £24,091,000 as disclosed in the approved financial statements for
the year ended 31 December 2016.

There is no impact on the profit and loss account or on net assets arising from any of the above
restatements.

Ultimate parent company and parent undertaking of a larger group

The directors regard Karcher Beteiligungs GmbH, a company incorporated in Germany, as the immediate
parent company and Alfred Karcher GmbH & co KG, a company incorporated in Germany, as the uiltimate

parent company and controlling party.

The largest and smallest group in which the results of the company are consolidated is that headed by
Alfred Karcher GmbH & co KG, incorporated in Germany.
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