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Strategic report

The directors present their strategic report and for the year ended 31 December 2014.

Review of the business and future developments

The principal activities of the company throughout the year were to provide diesel engines to the industrial
sprinkler and commercial sectors.

The profit for the year, after taxation, amounted to £1,723,442 (2013 - profit of £1,215,914). An ordinary
dividend of £2,000,000 was paid in the year (2013 - £1,250,000). Preference dividends of £7,328 (2013 —
£7,328) were paid during the year.

Despite challenges in the form of increased competition, fluctuating currency rates, and markets where
margins were getting squeezed, we had our best year to date with our turnover from 2013 increasing by
£5.1 million. This was reflected in volume sales increasing from 2,053 in 2013 to 2,602 in 2014 and
complemented by our margins increasing from 23.6% in 2013 to 26.4% in 2014.

One of our biggest threats we face in 2015 is the strong GBP against the Euro which in the European
export market is making our product uncompetitive and near impossible to compete against the Chinese
imports which are growing every year in the industry.

2015 will see the launch of new product lines in a sector of the industry where up to now we have not had
a presence. We are hopeful that this new small engine range will have global appeal and give us the
opportunity to grow our business not only in new markets but those that we currently serve.

The Board of Directors in USA were satisfied with our performance in 2014 and we are aiming to do the
same in 2015.

Principal risks and uncertainties

Competitive risks

The company is at risk from aggressive pricing and goods delivery strategies from its competitors. The
company is focused on cost control and the delivery of high quality products to minimise the impact of
this competition.

Legislative risks

The company is required to comply with all relevant legislation, but in particular covering activities such
as standards of health and safety of employees and employment legislation.

Financial risk management

The company’s financial risk management policies are determined by the company’s ultimate parent
undertaking and controlling party Clarke Power Services Inc. The company’s principal financial
instruments comprise cash, short term deposits and/or borrowings, the main purpose of which is to provide
finance for its normal trading operations. The company has various other financial instruments such as
trade debtors and creditors that arise directly from its trading operations.

The main risks arising from the company’s financial instruments are liquidity and foreign currency risks.
The company has clear policies for managing each of these risks.

On behalf of the Board

J Blackwood
Director
14™ August 2015
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Directors’ Report

The directors present their report for the year ended 31 December 2014.

Directors

The directors who served the company during the year were as follows:

D Petrie
J Blackwood

Results and dividends

The profit for the year, after taxation, amounted to £1,723,442 (2013 — profit of £1,215,914). An ordinary
dividend of £2,000,000 was paid in the year (2013 - £1,250,000). Preference dividends of £7,328 (2013 —
£7,328) were paid during the year.

Future developments

2015 will see the launch of new product lines in a sector of the industry where up to now we have not had
a presence. We are hopeful that this new small engine range will have global appeal and give us the
opportunity to grow our business not only in new markets but those that we currently serve. The Board of
Directors in USA were satisfied with our performance in 2014 and we are aiming to do the same in 2015.

Qualifying third party indemnity provisions for directors

The ultimate parent undertaking of the company maintains liability and indemnity insurance for its
directors and officers and for those of its subsidiaries. The provision has been in place throughout the year.
Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report is aware, there is no relevant
audit information, being information needed by the auditor in connection with preparing its report, of
which the auditor is unaware. Having made enquiries of fellow directors and the company’s auditor, each
director has taken all the steps that they are obliged to take as a director in order to make themselves aware
of any relevant audit information and to establish that the auditor is aware of that information.

Auditors

In accordance with section 485, a resolution to reappoint Emst & Young LLP as auditors will be put to the
members at the Annual General Meeting.

On behalf of the Board
J Blackwood

Director

14™ August 2015
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Statement of 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 company and the profit or loss of the company
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 judgments and estimates that are reasonable and prudent;

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and 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.



Independent auditors’ report

to the members of Clarke UK Limited

We have audited the financial statements of Clarke UK Limited for the year ended 31 December 2014
which comprise the Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the
Balance Sheet, the Statement of Cash Flows and the related notes 1 to 21. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice).

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.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view. Our responsibility is to audit and express an opinion on the financial statements in accordance
with applicable law and International Standards on Auditing (UK and Ireland). Those standards require us
to comply with the Auditing 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 in 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
appropriate to the company’s circumstances and have been consistently applied and adequately disclosed;
the reasonableness of significant 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 in the
Report and Financial Statements to identify material inconsistencies with the audited financial statements
and to identify any information that is apparently materially incorrect based on, or materially inconsistent
with, the knowledge acquired by us in the course of performing the audit. If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on the 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 December 2014 and of its
profit for the year then ended;

e  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

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 is consistent with the financial statements.



Independent auditors’ report

to the members of Clarke UK Limited

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
to report to you if, in our opinion:

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

e the financial statements are not in agreement with the accounting records and returns; or
e 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.

fl\‘\rsk" ~ \'l§-> .

Walter Campbell (Senior Statutory Auditor)
For and on behalf of Ernst & Young LLP, Statutory Auditor
Glasgow

Y August 2015
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Profit and loss account
for the year ended 31 December 2014

2014 2013

Notes £ £

Turnover 2 22,827,768 17,686,254
Cost of sales (16,808,254) (13,505,479)

Gross profit 6,019,514 4,180,775
Administration expenses (3,809,720)  (2,578,963)

Operating profit 3 2,209,794 1,601,812
Interest payable and similar charges 6 (4,701) (6,379)

Profit on ordinary activities before taxation 2,205,093 1,595,433
Tax 7 (481,651) (379,519)

Profit for the financial year 16 1,723,442 1,215,914

All amounts relate to continuing activities.

Statement of total recognised gains and losses
for the year ended 31 December 2014

There are no recognised gains or losses other than the profit attributable to the shareholders of the
company of £1,723,442 in the year ended 31 December 2014 (2013 — profit of £1,215,914).
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Balance sheet
at 31 December 2014

2014 2013
Notes £ £
Fixed assets
Tangible assets 8 97,404 89,501
Investments 9 2 2
97,406 89,503
Current assets
Stocks 10 3,408,017 3,121,572
Debtors 11 4,221,521 3,746,758
Cash at bank and in hand 1,223,487 1,359,105
8,853,025 8,227,435
Creditors: amounts falling due within one year 12 (5,035,273)  (4,126,397)
Net current assets 3,817,752 4,101,038
Total assets less current liabilities 3,915,158 4,190,541
Creditors: amounts falling due after more than one year
Obligations under finance leases and hire purchase contracts 13 (5,219) -
Preference shares 14 (104,680) (104,680)
Provisions for liabilities 7 - (4,044)
Net assets 3,805259 4,081,817
Capital and reserves
Called up share capital 15 6,431 6,431
Share premium account 16 153,889 153,889
Other reserves 16 100,000 100,000
Profit and loss account 16 3,544,939 3,821,497
Shareholders’ funds 17 3,805,259 4,081,817

The financial statements were approved by the Board of Directors on 14™ August 2015 and were signed on
its behalf by:

S B,

Director
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Statement of cash flows
for the year ended 31 December 2014

Net cash inflow from operating activities
Returns on investments and servicing of finance
Taxation

Capital expenditure and financial investment
Equity dividends paid

Financing

(Decrease)/increase in cash

Notes

17(a)
17(b)
17(b)
17(b)
17(b)
17(b)
17(c)

Reconciliation of net cash flow to movement in net funds

(Decrease)/increase in cash
Capital element of finance leases and hire purchase contracts
Change in net funds resulting from cash flows

Non cash transactions: new hire purchase contract
Movement in net debt

Net funds at 1 January

Net funds at 31 December

Notes

17(c)
17(c)

17(c)
17(c)

2014 2013
£ £
2,292,171 2,938,406
(4,701) (6,379)
(376,408)  (392,613)
(45,702) (54,624)
(2,000,000)  (1,250,000)
(978) (1,079)
(135618) 1,233,711
2014 2013
£ £
(135,618) 1,233,711
978 1,079
(134,640) 1,234,790
(6,523) -
(141,163) - (1,234,790)
1,358,127 123,337
1216964 1,358,127
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Notes to the financial statements
at 31 December 2014

1. Accounting policies
Basis of preparation .
The financial statements are prepared under the historical cost convention and in accordance with
applicable accounting standards.
Going concern

The company’s business activities, a review of the business and a description of the principal risks and
uncertainties, together with the company’s financial risk management processes and narrative regarding its
exposure to key financial risks are outlined in the director’s report.

After making enquiries, the directors have a reasonable expectation that the company has adequate
resources to meet its liabilities as they fall due for the foreseeable future. Accordingly, they continue to
adopt the going concern basis in preparing the financial statements.

Group financial statements

The company is exempt from the requirement to prepare group financial statements by virtue of
section 400 of the Companies Act 2006, and accordingly the financial statements present information
about the company as an individual undertaking and not about its group.

Tangible fixed assets

Depreciation is provided on all tangible fixed assets at rates calculated to write-off the cost or valuation,
less estimated residual value, of each asset evenly over its expected useful life, as follows:

Leasehold improvements - over the lease term
Plant and equipment - between 12.5% and 25% per annum
Motor vehicles - 3 years

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable.

Stocks

Stocks are valued at the lower of cost and net realisable value.

Net realisable value is based on estimated selling price less the estimated cost of disposal.
Research and development

Research and development expenditure is written off to the profit and loss account as incurred.
Deferred taxation

Deferred taxation is recognised in respect of all timing differences that have originated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result in an
obligation to pay more, or right to pay less or to receive more, tax, with the following exception:

e Deferred tax assets are recognised only to the extent that the directors consider that it is more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
timing differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods
in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date.

10
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Notes to the financial statements
at 31 December 2014

1. Accounting policies (continued)
Foreign currencies
Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date.

All differences are taken to the profit and loss account.
Leasing and hire purchase commitments

Assets obtained under finance leases are capitalised in the balance sheet and are depreciated over their
estimated useful life. The interest element of the rental obligations is charged to profit and loss account
over the period of the lease and represents a constant proportion of the balance of capital repayments
outstanding,

Rentals paid under operating leases are charged to income on a straight line basis over the term of the
lease.

Pensions

The company operates a defined contribution pension scheme. Contributions are charged in the profit and
loss account as they become payable in accordance with the rules of the scheme.
2. Turnover

Turnover, which is stated net of value added tax, represents amounts invoiced to third parties and is
attributable to one continuing activity of manufacture of bespoke fire protection systems, as stated in the
directors’ report.

An analysis of turnover by geographical market is given below:

2014 2013

£ £

United Kingdom 4,355,089 3,648,426
Rest of World 18,472,679 14,037,828

22,827,768 17,686,254

11
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Notes to the financial statements
at 31 December 2014
3. Operating profit
This is stated after charging/(crediting):
2014 2013
£ £
Auditors’ remuneration —  audit services 17,225 16,981
—  non-audit services 9,900 9,900
Depreciation of owned fixed assets 44,322 61,978
Operating lease rentals — plant and machinery 6,336 5,981
- land and buildings 105,000 105,000
Rental income (10,224) (10,224)
Research and development expenditure . 868 9,125
Net exchange loss on normal trading activities (6,460) 76,633
4. Directors’ remuneration
2014 2013
£ £
Remuneration in respect of qualifying services 144,464 139,297
Company contributions paid to defined contribution pension schemes 6,012 5,895
No. No.
Number of directors to which benefits are accruing to under a defined
contribution pension scheme 1 1
5. Staff costs
2014 2013
£ £
Wages and salaries 1,323,945 1,107,525
Social security costs 139,638 116,904
Other pension costs (note 18) 50,578 36,717

1,514,161 1,261,146

The average monthly number of employees during the year was made up as follows:

No. No.

Administration 19 17
Manufacturing 39 30
58 47

12
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Notes to the financial statements
at 31 December 2014 '

6. Interest payable and similar charges

2014 2013
£ £
Bank interest received (2,669) (1,094)
Finance charges payable under finance lease and hire purchase contracts 42 145
3% preference dividend (note 14) 7,328 7,328
4,701 6,379
7. Tax
(a)  Tax on profit on ordinary activities
The tax charge is made up as follows:
2014 2013
£ £
Current tax:
UK corporation tax on the profit for the year (note 7(b)) 485,811 380,264
Deferred tax:
Origination and reversal of timing differences (note 7(c)) (4,160) (745)
Tax on profit on ordinary activities 481,651 379,519

(b)  Factors affecting current tax charge for the year

The tax assessed for the year differs from the standard rate of corporation tax in the UK of 23.25% (2012 ~
24.5%). The differences are explained below:

2014 2013
£ £

Profit on ordinary activities before tax 2,205,093 1,595,433
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 21.49% (2013 - 23.25%) 473,874 370,938
Effects of:
Expenses not deductible for tax purposes 7,887 8,673
Capital allowances in excess of depreciation (512) (1,097)
Other timing differences 4,863 2,108
Adjustments in respect of previous periods (301) (358)
Current tax for the year (note 7(a)) 485,811 380,264

13
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Notes to the financial statements
at 31 December 2014

7. Tax (continued)
(c¢)  Deferred tax

The deferred tax included in the balance sheet is as follows:

2014 2013
£ £
Accelerated capital allowances (10,141) (10,087)
Other timing differences 10.257 6,043
Asset/(liability) 116 (4,044)
£
Included in provisions and liabilities: Liability at 1 January 2014 (4,044)
Profit and loss account 4,160
Included in debtors: Asset at 31 December 2014 116

(d)  Factors that may affect future tax charges

The Finance Act 2013 reduced the main rate of corporation tax from 23% to 21% effective from 1 April
2014 and from 21% to 20% effective from 1 April 2015. The deferred tax liability in the accounts is
recognised at 20% as this is the rate at which timing differences are expected to reverse.

14
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Notes to the financial statements
at 31 December 2014

Tangible fixed assets

Leasehold Plant and Motor
improvements equipment vehicles Total
£ £ £ £

Cost:
At 1 January 2014 388,375 677,356 20,547 1,086,278
Additions 30,506 21,719 - 52,225
At 31 December 2014 418,881 699,075 20,547 1,138,503
Depreciation:
At 1 January 2014 381,599 601,856 13,322 996,777
Provided during the year 8,327 32,237 3,758 44322
At 31 December 2014 389,926 634,093 17,080 1,041,099
Net book value:
At 31 December 2014 28,955 64,982 3,467 97,404
At 1 January 2014 6,776 75,500 7,225 89,501

The net book value of plant and equipment includes an amount of £6,523 (2013 - £978) in respect of

assets held under finance lease and hire purchase contracts.

Investments

At 1 January 2014 and at 31 December 2014

Subsidiary
undertakings

£

2

The company owns 100% of the ordinary share capital of Firedriver Diesel Engines Limited. Firedriver
Diesel Engines Limited is a dormant company registered in Scotland.

Stocks

Raw materials and consumables
Work in progress

2014 2013

£ £
3,172,066 2,761,491
235,951 360,081
3,408,017 3,121,572

15
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Clarke UK Limited

Notes to the financial statements
at 31 December 2014

Debtors

Trade debtors

Other debtors

Prepayments and accrued income
Deferred tax asset (note 7(c))

Creditors: amounts falling due within one year

Trade creditors

Amounts owed to parent undertaking
Corporation tax

Other taxes and social security costs
Otbher creditors

Obligations under finance leases and hire purchase contracts (note 13)

Accruals and deferred income

Obligations under finance leases and hire purchase contracts

The maturity of these amounts is as follows:

Amounts payable:

_Within one year

In two to five years

Less: finance charges allocated to future periods

Finance leases and hire purchase contracts are analysed as follows:

Current obligations (note 12)
Non-current obligations

2014 2013

£ £
4,005,199 3,375,341
159,931 316,004
56,275 55,413
116 -
4221521 3,746,158
2014 2013

£ £
2,204,717 2,353,200
1,557,992 674,147
266,414 157,011
60,937 50,311
63,919 58,874
1,304 978
879,990 831,876
5,035,003 4,126,397
2014 2013

£ £

1,738 978
6,953 -
8,691 978
(2,168) -
6,523 978
1,304 978
5,219 -
6,523 978

16
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Notes to the financial statements
at 31 December 2014

Preference shares

2014 2013
Allotted, called up and fully paid No. £ No. £
Non-equity share capital:
Preference shares of £0.10 each 1,046,799 104,680 1,046,799 104,680

The preference shares, which were issued at par, carry a final dividend of 3% above base rate per annum,
payable half yearly in arrears on 30 June and 31 December. The dividend rights are cumulative.

The preference shares carry no votes at general meetings unless the dividend thereon is three months or
more in arrears, in which event each holder will be entitled to ten votes per 10p share on a poll.

On a winding up of the company, the preference shareholders have a right to receive, in preference to any
payments to the ordinary shareholders, 10p per share plus any arrears, deficiency or accruals of fixed
dividend. The preference dividend of £7,328 was paid in the year (2013 — £7,328).

Issued share capital

2014 2013
Allotted, called up and fully paid No. £ No. £
Ordinary shares of £0.10 each 64,313 6,431 64,313 6,431

Reconciliation of shareholders’ funds and movements on reserves

Total
Shares Capital share-
premium  redemption Profit and holders’
Share capital account reserve loss account funds
£ £ £ £ £
At 1 January 2013 6,431 153,889 100,000 3,855,583 4,115,903
Profit for the year - - - 1,215,915 1,215,914
Dividends - - - (1,250,000) (1,250,000)
At 1 January 2014 6,431 153,889 100,000 3,821,497 4,081,817

Profit for the year - - 1,723,442 1,723,442
Dividends - - (2,000,000) (2,000,000)
At 31 December 2014 6,431 153,889 100,000 3,544,939 3,805,259

!
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Notes to the financial statements
at 31 December 2014

Notes to the statement of cash flows

(a)  Reconciliation of operating profit to net cash outflow from operating activities

2014 2013
£ £
Operating profit 2,209,794 1,601,812
Depreciation 44,322 61,977
Increase/(decrease) in debtors (474,647) (819,134)
Increase/(decrease) in stocks (286,445) 23,627
Increase/(decrease) in creditors 799,147 2,070,124
Net cash inflow from operating activities 2,292.171 2,938,406
(b)  Analysis of cash flows for headings netted in the statement of cash flows
2014 2013
£ £
Returns on investments and servicing of finance:
Interest received 2,669 1,094
Interest element of finance lease rental payments 42) (145)
3% preference dividends (7,328) (7,328)
(4,701) (6,379)
Taxation:
Corporation tax paid (376,408) (392,613)
Capital expenditure and financial investment:
Payment to acquire tangible fixed assets (45,702) (54,624)
Equity dividends paid (2,000,000) (1,250,000)
Financing: )
Capital element of finance lease and hire purchase obligations (978) (1,079)
(c)  Analysis of net outflow
Other non- At 31
At 1 January cash December
2014 Cash flow  movements 2014
£ £ £ £
Cash at bank and in hand 1,359,105 (135,618) - 1,223,487
Finance leases and hire purchase
contracts (978) 978 (6,523) (6,523)
1,358,127 (134,640) (6,523) 1,216,964

18
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Notes to the financial statements
at 31 December 2014

Pensions

The company operates a defined contribution pension scheme. The assets of the scheme are held
separately from those of the company in an independently administered fund. The pensions cost charge
(note 5) represents contributions payable by the company to the fund and amounted to £50,578 (2013 -
£36,717). The unpaid contributions outstanding at the year-end were £7,695 (2013 — £6,841).

Other financial commitments

At 31 December 2014 the company had annual commitments under non-cancellable operating leases as set
out below:

2014 2013

Land and Land and
buildings Other buildings Other
£ £ £ £

Operating leases which expire:

Within one year - 1,641 - 2,371
In two to five years 105,000 2,190 105,000 3,611
105,000 3,837 105,000 5,982

Related party transactions

During the year the company entered into transactions, in the ordinary course of business, with other
related parties. The transactions entered into, and trading balances outstanding at 31 December 2014, are
as follows:

Purchases Amounts Amounts
Sales to  from related owed from owed to
related party party related party related party
Related party £ £ £ £
Clarke Fire Protection Products Inc.
Parent undertaking
2014 ' 36,157 5,869,839 9,160 95,490
2013 30,565 5,550,601 - 176,485
Clarke Power Services Inc.
Ultimate parent undertaking
2014 _ 10,221 - 900
2013 - 10,816 - -

Ultimate parent undertaking and controlling party

The company is a wholly owned subsidiary of Clarke Fire Protection Products Inc. which is in turn wholly
owned by Clarke Power Services Inc, both companies being incorporated in the United States of America.
In the opinion of the directors, Clarke Power Services Inc. is the company’s ultimate parent undertaking
and controlling party.
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