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A.C. BACON ENGINEERING LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

Introduction

The directors present their Strategic report for A.C. Bacon Engineering Limited for the year ended 31 December
2017.

Business review

Turnover was down by £2,085,748 compared to 2016 but total sales achieved were still £16,424,049. The
reduction was a result of a decision by the Directors to temporarily move away from a specific area of less
profitable work until they have been able to recruit and train the necessary staff to make them more competitive
in this particular sector.

As a result of this decision the gross profit percentage achieved in the year improved from 21.7% to 24.2%
meaning that, despite the fall in turnover, the actual gross profit achieved was only £29,108 lower at £3,981,516.

General overheads have remained consistent with the previous year as a result of which overall profitability is
only slightly down on 2016 and the company remains in a strong financial position.

The Directors are satisfied with the performance of the company in the year.

Principal risks and uncertainties

The principal risks facing the company are the financial risks associated with dealing with large commercial
contracts, the difficulty of recruiting and retaining staff with the necessary technical skills and the significant
health and safety legislation applicable to the construction industry.

The company manages financial risk by the preparation of profit and cash flow budgets and regular monitoring of
actual performance against those budgets. Contracts are also closely monitored to keep bad debts to a

minimum.

The company undertakes a rigorous training policy to attract and retain staff and to make sure that all personnel
are appropriately trained and aware of all relevant legislation and procedures.

Financial key performance indicators

The directors monitor the financial performance of the company by reviewing gross profit, net profit and cash
. flow. They also monitor and review the profitability of all significant contracts upon completion.

The directors regularly review the tonnage cut by their main machines to monitor capacity and productivity.
In all areas the directors are pleased to confirm that the company has achieved and continues to achieve

satisfactory results.

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

D G Bacon
Director

Dt ;7/ 5/2 orZ
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A.C. BACON ENGINEERING LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2017

The directors present their report and the financial statements for the year ended 31 December 2017.
Directors’ responsibilities statement

The directors are responsible for preparing the Strategic report, 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 applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’. Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies for the company's financial statements and then apply them
consistently,

. make judgments and accounting estimates that are reasonable and prudent;

. state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements;

. 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 keepihg 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 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 company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities. ’

Principal activity

The principal activity of the company continued to be that of construction and steelwork engineering.

Results and dividends

The profit for the year, after taxation, amounted to £1,122,460 (2016 - £1,093,063).

Dividends paid to the ultimate holding company during the year amounted to £1,255,225 (2016 - £398,205). The
directors do not recommend the payment of a final dividend (2016 - £nil).

Directors

The directors who served during the year were:
D G Bacon

C Strugnell

B G Tipple
A D Bacon (appointed 27 March 2017)
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A.C. BACON ENGINEERING LIMITED

.+ DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

Future developments

Enquiries and orders remain strong and the company is well placed to continue to benefit from the continued
strength in the construction sector.

Disclosure of information to auditors
Each of the persons who are directors at the time when this Directors' report is approved has confirmed that:

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

. the 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.

Auditors

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

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

Py

D G Bacon
Director

Date: /7/§/Z&/X
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A.C. BACON ENGINEERING LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF A.C. BACON ENGINEERING LIMITED

Opinion

We have audited the financial statements of A.C. Bacon Engineering Limited (the ‘company’) for the year ended
31 December 2017, which comprise the Statement of income and retained earnings, the Statement of financial
position, the Statement of cash flows and the related notes, 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 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; and
. 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 Auditors' 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 United Kingdom, including
the Financial Reporting Council'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:

. 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 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. :

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 Auditors’ report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

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
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A.C. BACON ENGINEERING LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF A.C. BACON ENGINEERING LIMITED
(CONTINUED)

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.
Opinion on other matters prescribed by the Companies Act 2006
in our opinion, based on the work undertaken in the course of the audit:

. the information given in the Strategic report and the Directors' report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

o the Strategic report and the Directors' report 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 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:

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

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

. certain disclosures of directors' remuneration specified by law are not made; or

o we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Directors' responsibilities statement on page 2, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

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

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF A.C. BACON ENGINEERING LIMITED
(CONTINUED)

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an Auditors' 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 résponsibilities 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
Auditors' report.

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them in an Auditors' 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.

Christopher Greeves FCA (Senior statutory auditor)
for and on behalf of

Larking Gowen LLP

Chartered Accountants

Statutory Auditors

Dereham

Date: /7 ﬂi/detL 2/8
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A.C. BACON ENGINEERING LIMITED

STATEMENT OF INCOME AND RETAINED EARNINGS
FOR THE YEAR ENDED 31 DECEMBER 2017

Turnover
Cost of sales

Gross profit

Administrative expenses
Other operating income
Gain from changes in fair value of investment property

Operating profit

Interest receivable and similar income
Interest payable and expenses

Profit before tax

Tax on profit

Profit after tax

Retained earnings at the beginning of the year

Profit for the year
Dividends declared and paid

Retained earnings at the end of the year

Note

4

10

11

2017 2016
£ £
16,424,049 18,509,797
(12,442,533) (14,499,473)
3,981,516 4,010,324
(2,807,004)  (2,772,306)
40,519 34,401
49,109 77,843
1,264,140 1,350,262
882 5,789
(13,366)  (18,365)
1,261,656 1,337,686
(129,196)  (244,623)
1,122,460 1,093,063
8,789,817 8,095,004
8,789,817 8,095,004
1,122,460 1,093,063
(1,255,225)  (398,250)
8,657,052 8,789,817

There were no recognised gains and losses for 2017 or 2016 other than those included in the statement of

income and retained earnings.
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A.C. BACON ENGINEERING LIMITED
REGISTERED NUMBER: 00711612

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2017

Fixed assets

Tangible assets
Investment property

Current assets

Stocks

Debtors: amounts falling due after more than
one year

Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more
than one year :

Provisions for liabilities

Deferred tax
Other provisions

Net assets

Capital and reserves

Called up share capital
Capital redemption reserve
Profit and loss account

Note

13
14

15

16
16
17

18

19

23
24

25
26
26

419,455

539,329
4,490,943
240,597

5,690,324

(2,179,270)

(349,670)

2017

4,454,040
1,239,650

5,693,690

3,511,054

9,204,744

(193,022)

(349,670)

8,662,052

2,950
2,050
8,657,052

8,662,052

1,031,041

515,236
3,894,161
1,124,261

6,564,699

(2,609,901)

(344,433)
(13,614)

2016

4,321,815
1,181,750

5,503,565

3,954,798

9,458,363

. (305,499)

(358,047)

8,794,817

2,950
2,050
8,789,817

8,794,817

The financial statements were approved and authorised for issue by the board and were signed on its behaif by:
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A.C. BACON ENGINEERING LIMITED
REGISTERED NUMBER: 00711612

STATEMENT OF FINANCIAL POSITION (CONTINUED)
AS AT 31 DECEMBER 2017

D G Bacon
Director

Date: ’7/8 /20 /g

The notes on pages 13 to 29 form part of these financial statements.
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A.C. BACON ENGINEERING LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

Cash flows from operating activities

Profit for the financial year
Adjustments for:

Depreciation of tangible assets

Loss on disposal of tangible assets
Interest paid

Interest received

Taxation charge

Decrease/(increase) in stocks
(Increase)/decrease in debtors
Decrease/(increase) in amounts owed by groups
(Decrease)/increase in creditors
(Decrease) in provisions

Net fair value (gains) recognised in P&L
Corporation tax (paid)

Net cash generated from operating activities

Cash flows from investing activities

Purchase of tangible fixed assets
Sale of tangible fixed assets
Purchase of investment properties
Interest received

HP interest paid

Net cash from investing activities

Cash flows from financing activities

Repayment of loans
' Repayment of finance leases
Dividends paid
Interest paid

Net cash used in financing activities

Net (decrease) 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:

2017 2016
£ £
1,122,460 1,093,063
538,043 516,401
(34,471) (54,288)
13,366 18,365
(882) (5,789)
129,196 244,623
611,586  (124,717)
(658,188) 381,844
37,313 (1,255,150)
(299,203) 332,347
(13,614) (47,131)
(49,109) (77,843)
(250,295)  (298,501)
\
1,146,202 723,224
(698,149)  (348,492)
62,352 61,000
(8,791)  (166,407)
882 5,789
(9,405) (12,098)
(653,111)  (460,208)
(39,326) (17,305)
(78,243) (95,166)
(1,255,225) (398,250
(3,961) (6,267)
(1,376,755)  (516,988)
(883,664)  (253,972)
1,124,261 1,378,233
240,597 1,124,261
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A.C. BACON ENGINEERING LIMITED

STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2017

2017 2016
£ £

Cash at bank apd in hand , 240,597 1,124,261

The notes on pages 13 to 29 form part of these financial statements.
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A.C. BACON ENGINEERING LIMITED

ANALYSIS OF NET DEBT
FOR THE YEAR ENDED 31 DECEMBER 2017

At1 At 31

January : December

2017 Cash flows 2017

£ £ £

Cash at bank and in hand 1,124,261 (883,664) 240,597
Debt due after 1 year (21,926) 21,926 -
Debt due within 1 year (17,400) 17,400 -

Finance leases (381,432) 78,243 (303,189)

703,503 (766,095) (62,592)

The notes on pages 13 to 29 form part of these financial statements.
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1.

General information

A C Bacon Engineering Limited is a company limited by shares and incorporated in England and Wales,
registration number 00711612. The registered office is 3 Hardman Street, Manchester, Greater
Manchester, M3 3HF.

Accounting policies

21

2.2

23

24

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.

The Company has elected to apply all amendments to FRS 102, as set out in the triennial review
published in December 2017, prior to the mandatory adoption for accounting periods beginning on or
after 1 January 2019.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
company accounting policies (see note 3).

The following principal accounting policies have been applied:
Turnover

Turnover represents work done for outside customers at invoiced amounts less VAT. Where
amounts are invoiced in advance of work being performed, an amount relating to future performance
is deferred and is included in creditors as excess payments in advance.

Included in turnover is revenue dervied from construction contracts. Profit on construction contracts is
taken as the work is carried out if the final outcome can be assessed with reasonable certainty. The
profit included is calculated on a prudent basis to reflect the proportion of the work carried out at the
year end, by recording turnover and related costs as contract activity progresses. Turnover is
calculated as that proportion of total contract value which costs incurred to date bear to total
expected costs for that contract. Revenues derived from variations on contracts are recognised only
when they have been accepted by the customer. Full provision is made for losses on all contracts in
the year in which they are first foreseen.

Operating leases: the company as lessee

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

Interest income

interest income is recognised in the Statement of income and retained earnings using the effective
interest method.
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

Accounting policies (continued)

25

2.6

27

2.8

Finance costs

Finance costs are charged to the Statement of income and retained earnings 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. Issue costs are initially recognised as a reduction in the proceeds of the associated
capital instrument. .

Borrowing costs

All borrowing costs are recognised in the Statement of income and retained earnings in the year in
which they are incurred. .

Pensions
Defined contribution pension plan

The company operates a defined contribution plan for its employees. A defined contribution plan 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 payment obligations.

The contributions are recognised as an expense in the Statement of income and retained earnings
when they fall due. Amounts not paid are shown in accruals as a liability in the Statement of financial
position. The assets of the plan are held separately from the company in independently administered
funds.

Current and deferred taxation

The tax expense for the year comprises current and deferred tax. Tax is recognised in the Statement
of income and retained earnings, except that a charge 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 reportmg date in the countries where the company operates
and generates income. A

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of financial position date, except that:

. 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

. 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 tax is determined
using tax rates and laws that have been enacted or substantively enacted by the reporting date.
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2,

Accounting policies (continued)

2.9 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.

Depreciation is charged so as to allocate the cost of assets less their residual vaiue over their
estimated useful lives, as detailed below.

Depreciation is provided on the following basis:

Freehold property - 2% straight line on buildings, land not
depreciated.

Short-term leasehold property - straight line over period of lease

Plant and machinery - 8.5% straight line and 15% reducing balance

Motor vehicles - 10%, 20% and 25% reducing balance

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Statement of income and retained earnings.

2.10 Investment property

Investment property is carried at fair value determined annually by external valuers and derived from
the current market rents and investment property yields for comparable real estate, adjusted if
necessary for any difference in the nature, location or condition of the specific asset. No depreciation
is provided. Changes in fair value are recognised in the Statement of income and retained earnings.

2.11 Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work
in progress and finished goods include labour and attributable overheads.

At each reporting date, stocks are assessed for impairment. If stock is impaired, the carrying amount
is reduced to its selling price less costs to complete and sell. The impairment loss is recognised
immediately in profit or loss.

Progress payments received attributable to the value of contracts are deducted in presenting the

‘value of work in progress in the financial statements.

2.12 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.
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2.

Accounting policies (continued)

2.13 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 company's cash management.

2.14 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.

2.15 Provisions for liabilities

Provisions are made where an event has taken place that gives the company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense to the Statement of income and retained earnings in the year
that the company becomes aware of the obligation, and are measured at the best estimate at the
Statement of financial position date of the expenditure required to settle the obligation, taking into
account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of
financial position.

2.16 Financial instruments

The company only enters into basic financial instrument transactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties, loans to related parties and investments in ordinary shares.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at amortised cost using the effective interest method. Debt instruments that
are payable or receivable within one year, typically trade debtors and creditors, are measured, initially
and subsequently, at the undiscounted amount of the cash or other consideration expected to be paid
or received. However, if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or in case of an
out-right short-term loan that is not at market rate, the financial asset or liability is measured, initially
at the present value of future cash flows discounted at a market rate of interest for a similar debt
instrument and subsequently at amortised cost, unless it qualifies as a loan from a director in the
case of a small company, or a public benefit entity concessionary loan.

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an
impairment loss is recognised in the Statement of income and retained earnings.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2.

Accounting poiicies (continued)

2.16 Financial instruments (continued)

between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determined under the
contract. ‘ : .

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate of the recoverable amount, which is
an approximation of the amount that the company would receive for the asset if it were to be sold at
the reporting date.

Financial assets and liabilities are offset and the net amount reported in the Statement of financial
position when there is an enforceable right to set off the recognised amounts and there is an intention
to settle on a net basis or to realise the asset and settle the liability simultaneously.

2.17 Dividends

Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at
an annual general meeting.

Judgments in applying accounting policies and key sources of estimation uncertainty

Preparation of the financial statements requires management to make significant judgements and
estimates. The items in the financial statements where these judgements and estimates have been made
include:

The annual depreciation for tangible assets is sensitive to changes in the estimated useful economic lives
and residual values of the assets. The useful economic lives and residual values are re-assessed
annually.

Trade debtors are provided for on the basis of expected recoverability. When assessing impairment of
trade debtors, the directors consider factors including the ageing profile of debtors and historical
experience.

Investment property valuations have been made by the directors, based upon open market values for
similar properties.

The directors also make judgements applying the accounting policy for construction contracts as outlined
above. This includes the assessment of profits, losses and determining when the outcome of a contract
can be assessed with reasonable certainty.

Provision is made for estimated warranty repair costs based on historic data of actual costs incurred.
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

Turnover

The whole of the turnover is attributable to the principal activities of the Company being construction and

steelwork engineering.

All tufnover arose within thé United Kingaom.

Other operating income

Net rents receivable
Sundry income

Operating profit

The operating profit is stated after charging:

Depreciation of tangible fixed assets
Profit on disposal of fixed assets

Fees payable to the company's auditor and its associates for the audit of
the company's annual financial statements

Other operating lease rentals
Defined contribution pension cost

2017 2016

£ £
40,325 33,249
194 1,152
2017 2016

£ £
538,043 516,401

(34,471) (54,288)
11,689 10,786
96,062 96,062
65,833 68,417
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

Employees

Staff costs, including directors’ remuneration, were as follows:

2017 2016

£ £

Wages and salaries 3,477,120 3,383,248
Cost of defined contribution scheme 65,833 68,417

3,542,953 3,451,665

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

2017 2016
No. No.
Direct labour 67 69
Office and management 36 36
103 105

Directors' remuneration
2017 2016
£ £
Directors' emoluments : 293,288 227,229
Company contributions to defined contribution pension schemes 8,158 5,174

301,446 232,403

During the year retirement benefits were accruing to 3 directors (2076 - 3) in respect of defined
contribution pension schemes.

The highest paid director received remuneration of £86,036 (2016 - £79,684).
The value of the company's contributions paid to a defined contribution pension scheme in respect of the

highest paid director amounted to £3,510 (2016 - £NIL).

Interest receivable

2017 2016
£ £
Other interest receivable 882 5,789
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

10.

1.

Interest payable and similar expenses

Bank interest payable

Finance leases and hire purchase contracts

Taxation

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax

Deferred tax

Origination and reversal of timing differences

Total deferred tax

Taxation on profit on ordinary activities

2017 2016

£ £

3,961 6,267

9,405 12,098

13,366 18,365

2017 2016

£ £

232,802 250,295
(108,843) -

123,959 250,295

5,237 (5,672)

5,237 (5,672)

129,196 244,623
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

11.

12,

Taxatlon (continued)

Factors affecting tax charge for the 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
£ £

Profit on ordinary activities before tax 1,251,656 1,337,686
Profit on ordinary activities multiplied by standard rate of corporation tax in ,
the UK of 19.25% (2016 - 20%) 240,944 267,537
Effects of: ’
Expenses not deductible for tax purposes, other than goodwill amortisation
and impairment 683 2,488
Capital allowances for year in excess of depreciation 5,347 5,641
Adjustments to tax charge in respect of prior periods (108,843) -
Non-taxable income (9,452) (15,569)
Potential chargeable gains in future periods 1,252 6,407
Changes in tax rate leading to an increase (decrease) in the tax charge (735) (21,881)
Total tax charge for the year 129,196 244,623

Factors that may affect future tax charges

Investment properties are stated at market value. Should they be sold at this value, a tax liability of
approximately £35,197 (2016 - £34,091) would arise. This potential future liability has been recognised
within the deferred tax, see note 23.

Dividends
2017 2016
£ £
Ordinary dividend paid 1,255,225 398,250
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

13.

Tangible fixed assets

Short-term
Freehold leasehold Plant and Motor
property property machinery vehicles Total
£ £ £ £ £

Cost or valuation
At 1 January 2017 1,709,085 86,420 3,524,352 4,066,392 9,386,249
Additions 78,465 - 39,665 580,019 698,149
Disposals - - (49,494) (280,124) (329,618)
At 31 December 2017 1,787,550 86,420 3,514,523 4,366,287 9,754,780
Depreciation
At 1 January 2017 455,198 12,973 2,316,374 2,279,889 5,064,434
Charge for the year on owned
assets 26,912 1,716 192,909 316,506 538,043
Disposals - - (48,945) (252,792) (301,737)
At 31 December 2017 482,110 14,689 2,460,338 2,343,603 5,300,740
Net book value
At 31 December 2017 1,305,440 71,731 1,054,185 2,022,684 4,454,040
At 31 December 2016 1,253,887 73,447 1,207,978 1,786,503 4,321,815

Included within land and buildings is freehold land at cost of £379,360 (2016 - £379,360) which is not
depreciated.

The net book value of assets held under finance leases or hire purchase contracts, included above, are
as follows:

2017 2016
£ £
Motor vehicles 714,063 743,209
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

14.

15.

Investment property

Valuation

At 1 January 2017
Additions at cost
Surplus on revaluation

At 31 December 2017

Freehold
investment

property
£

1,181,750
8,791
49,109

1,239,650

The 2017 valuations were made by the directors, on an open market value for existing use basis.

If the Investment properties had been accounted for under the historic cost accounting rules, the
properties would have been measured as follows: '

Historic cost

Accumulated depreciation and impairments

Stocks

Raw materials
Work in progress
Payments on account

2017 2016

£ £
856,846 848,055
(86,634) (69,497)
770,212 778,558
2017 2016

£ £

189,298 150,470
1,610,258 1,364,545
(1,380,101)  (483,974)
419,455 1,031,041
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

16.

17.

Debtors

Due after more than one year

Trade debtors

Due within one year

Trade debtors

Amounts owed by group undertakings

Other debtors

Prepayments and accrued income

Amounts recoverable on long term contracts

An impairment loss of £2,904 (2016 - £16,713) was recognised against trade debtors.

Cash and cash equivalents

Cash at bank and in hand

2017 2016

£ £

539,329 515,236
2017 2016

£ £
2,369,960 1,464,097
1,217,837 1,255,150
9,593 855
159,075 140,337
734,478 1,033,722
4,490,943 3,894,161
2017 2016

£ £

240,597 1,124,261
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

18.

19.

Creditors: Amounts falling due within one year

2017 2016

£ £

Bank loans - 17,400
Payments received on account 96,716 65,097
Trade creditors 1,232,077 1,483,248
Corporation tax 123,959 250,295
Other taxation and social security 322,811 433,672
Obligations under finance lease and hire purchase contracts 110,167 97,859
Other creditors 28,677 40,663
Accruals and deferred income 264,863 221,667
2,179,270 2,609,901

Obligations under finance leases and hire purchase contracts are secured by fixed charges on the assets

concerned.

Bank loans are secured on specific assets.

Creditors: Amounts falling due after more than one year

2017

2016

£ £

Bank loans - 21,926
Net obligations under finance leases and hire purchase contracts 193,022 283,673
193,022 305,499

Please provide details of the terms of payment or repayment and the rates of any interest payable on the -

amounts repayable more than five years after the balance sheet date.
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

20.

21.

Loans

Analysis of the maturity of loans is given below:

2017 2016
£ £
Amounts falling due within one year
Bank loans ' - 17,400
Amounts falling due 2-5 years
Bank loans ” - 21,926
- 39,326

The bank loans were secured on specific assets and were wholly repayable within 5 years by instalments,

bearing interest of 2.65% above bank base rate.

Hire purchase and finance leases

Minimum lease payments under hire purchase fall due as follows:

2017 2016

£ £

Within one year ‘ 117,643 107,264
Between 1-2 years : 117,643 107,264
Between 2-5 years 80,434 187,696
315,720 402,224

Less: finance charges allocated to future periods 12,531 20,792
303,189 381,432
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

22,

23.

Financial instruments

Financial assets

Financial assets that are debt instruments measured at amortised cost

Financial liabilities

Financial liabilities measured at amortised cost

Deferred taxation

At beginning of year
Charged to profit or loss

At end of year

The provision for deferred taxation is made up as follows:

Accelerated capital allowances
Investment properties
Other timing differences

2017 2016
£ £
4,136,719 3,235,338
1,828,806 2,166,336
2017 2016

£ £
(344,433) (350,105)
(5,237) 5,672
(349,670) (344,433)
2017 2016

£ £
(308,883)  (307,767)
(35,197) (34,091)
(5,590) (2,575)
(349,670)  (344,433)

The amount of the net reversal of deferred tax expected to occur next year is £52,000 (2016 - £52,000).
This is based on the estimated excess of depreciation charges over capital allowances for that year.
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

24,

25,

26.

27.

Provisions
Warranty
provision
£
At 1 January 2017 13,614
Charged to profit or loss (13,614)

At 31 December 2017 -

Provision is made for estimated warranty repair costs. Specmc warranty costs identified from the post
reportlng date period are included in creditors.

Share capital
2017 2016

£ £
Allotted, called up and fully paid

2,950 Ordinary shares of £1 each 2,950 2,950

Reserves
Capital redemption reserve

The capital redemption reserve records the nominal value of shares cancelled. This is a non-
distributable reserve.

Profit and loss account

The profit and loss account includes all current and prior period retained profits and losses, including
unrealised profit/ (loss) on the remeasurement of investment properties.

Pension commitments

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 pension cost charge

represents contributions payable by the company to the fund and amounted to £65,833 (2016 -
£68,417). At 31 December 2017 the amount payable was £6,608 (2016 - £7,372).
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A.C. BACON ENGINEERING LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

28.

29.

30.

Commitments under operating leases

At 31 December 2017 the company had future minimum lease payments under non-cancellable
operating leases as follows:

- 2017 2016

£ £

Not later than 1 year 35,600 77,062
Later than 1 year and not later than 5 years 142,400 142,400
Later than 5 years 65,267 100,867

243,267 320,329

Related party transactions

The company leases premises from a small self administered pension scheme of which a director is a
member and trustee. Rent paid in the year was £92,600 (2016 - £92,600). At the year end £9,260 (2016 -

- £9,260) was owed by the company.

The pension fund made payments totalling £5,400 (2016 - £5,400) to the company for ground rent. At the
year end £Nil (2016 - £Nil) was owed to the company.

The total key management personnel compensation in 2017 was £337,468 (2016 - £259,207).

Uitimate parent undertaking and controlling party

The ultimate parent undertaking is A.C. Bacon Engineering (Holdings) Ltd, a company registered in
England. Copies of the group financial statements may be obtained from Companies House.

The company is controlled by D G Bacon.

Page 29



