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Sun Hydraulics Limited

Report of the directors for the year ended 31 December 2007

The directors present their report together with the audited financial statements for the year ended
31 December 2007

Results and dividends
The profit and loss account 15 set out on page 6 and shows the profit for the year
The directors did not recommend the payment of a dividend (2006 £501,316)

Principal activities, review of business and future developments
Principal activities
The company's principal activities are to supply hydraulic screw-1n cartridges and mamfolds for use on all
types of mobtle and industnal machinery We operate as the distributor 1n the UK and supply through
independent companies operating as distributors m other countries around Europe Our main
manufacturing activity 1s the production of manifolds in SG 1ren
The business has grown significantly during 2007 and we anticipate a levelling off of sales in 2008
Significant events in the year
Production of cartridges for use in difficult environments, where the external parts are n stainless steel
and utamum has continued to expand 1n 2007 We have also started to supply cartridges and manifolds
with special plaung for difficult environments

Review of the Business

The success of the business has been due to our conunued amiity to supply products on short delivery in
the market while our competitors’ delivery times have increased significantly

We have also invested in additional resources to provide manifold design capability for special
assemblies

Employment policy

The company 1s commutted o a policy of recruitment and promotion on the basis of aptitude and ability
without discrimenation of any kind We also try and encourage our employees to attend outside courses to
improve their skilts and improve their general education Full training 1s provided to all new employees
We continue to try and recruil additional people for the manifold manufactunng area

Future Developments

We continue to develop new product iraiming and product selection programs to make it as easy as
possible for customers to find the nght products We also continue to develop our web-site to provide easy

access to nformation about our products and capabilities

Financial instruments

Details of the use of financial instruments by the company and 1ts subsidiary undertakings are contained n
noie 1 of the financial statements



Sun Hydraulics Limited

Report of the directors for the year ended 31 December 2007 (Continued)

Research and development activities

Research and development expenditure 1s written off as incurred
Directors

The directors of the company during the year were

A ¥ Carlson

P Robson

R Glasspole

Directors' responsibilities

The directors are responstble for preparing the annual report and the financial statements 1n accordance
with applicable law and United Kingdom Generally Accepted Accounung Practice

Company law requires the directors to prepare financial statements for each financial year which give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that
year In preparing those financial statements, the directors are required 1o

. select suitable accounting policies and then apply them consistently,
. make judgements and estimates that are reasenable and prudent, and
. prepare the financial statements on the going concern basis unless 1t 15 inappropriale to presume

that the company will continue 1n business

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any tune the financial position of the company and to enable them to ensure that the financial
statements comply with the Compames Act 1985 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detecuon of fraud and other
irregularities




Sun Hydraulics Limited

Report of the directors for the year ended 31 December 2007 (Continued)

Auditors

All of the current directors have taken all the steps that they ought to have taken to make themselves aware
of any mformation needed by the company's auditors for the purposes of their audit and to establish that
the auditors are aware of that informauon The directors are not aware of any relevant audit information
of which the auditors are unaware

BDO Stoy Hayward LLP have expressed their willingness to continue n office and a resolution to re-
appomnt them will be proposed at the annual general meeting

On behalf of the board

R Glasspole

R Qnssple

Director

Date

[ Oer IOK




Sun Hydraulics Limited

Independent auditor's report

To the shareholders of Sun Hydraulics Limited

We have audited the financial statements of Sun Hydraulies Limited for the year ended
31 December 2007 which compnise the profit and loss account, the balance sheet and the related notes
These financial stalements have been prepared under the accounting policies set out therein

Respective responsibilities of directors and auditors

The directors' responsibilities for prepaning the financial statements 1n accordance with applicable law
and United Kingdom Accounting Standards (Unmited Kingdom Generally Accepted Accounting
Practice) are set out 1 the statement of directors' responsibilities

Our responsibility 1s to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and lLreland)

We report to you our opimion as 1o whether the financial slatements give a true and fair view and have
been properly prepared 1n accordance with the Companies Act 1985 and whether the information given
n the directors' report 1s consistent with those financial statements We also report to you 1f, 1n our
opinion, the company has not Kept proper accounung records, 1if we have not received all the
informauon and explanations we require for our audit, or 1f information specified by law regarding
directors’ remuneration and other transactions 1s not disclosed

We read the directors’ report and consider the implications for our report if we become aware of any
apparent msstatements within it

Our report has been prepared pursuant to the requirements of the Compames Act 1985 and for no other
purpose No person 1s entiiled to rely on this report unless such a person 1s a person entitled o rely
upon this report by virtue of and for the purpose of the Compamies Act 1985 or has been expressly
authonsed o do so by our prior written consenit  Save as above, we do not accept responsibility for this
report 10 any other person or for any other purpose and we hereby expressly disclaim any and all such
hability

Basts of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
1ssued by the Auditing Practices Board An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures 1n the financial statements It also includes an assessment of
the sigmficant estimates and judgements made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the company's circumstances,
consistently apphied and adequately disclosed

We planned and performed our audst so as to obtain all the information and explanations which we
considered necessary in order to provade us with sufficient evidence to give reasonable assurance that
the financial statements are free from matenial musstatement, whether caused by fraud or other
irregulanty or error  In forming our opimon we also evaluated the overall adequacy of the presentation
of information in the financial statements




Sun Hydraulics Limited

Independent auditor's report (Continued)

Opmian

In our opinion

. the financial statements give a true and fair view, 1n accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the company's affairs as at
31 December 2007 and of 1ts profit for the year then ended,

. the financial statements have been properly prepared in accordance with the Companies
Act 1985, and

. the information given 1n the directors' report 1s consistent with the financial statements

L\i’

BDO STOY HA ARD LLP
Chartered Accountants

and Registered Auditors
Birmingham

Date 3\ l‘“:’{?-@"’?




Sun Hydraulics Limited

Profit and loss account for the year ended 31 December 2007

Turnover

Cost of sales

Gross profit

Admimstrative expenses

Operating profit

Other 1nterest recervable and similar income

Interest payable and simular charges

Profit on ordinary activities before taxation

Taxation on profit on ordinary acuvities

Profit on ordinary activities after taxation

All amounts relate 1o continuing activities

Note

2007 2006
£ £
12,863,193 11,270,886
9,780,148 8,736,139
3,083,045 2,534,747
1,467,548 1,439,533
1,615,497 1,095,214
23,721 31,290
. (2,507)
1,639,218 1,123,997
393,516 328,537
1,245,702 795,460

All recognmised gains and losses 1n the current and prior year are included 1n the profit and loss account

The notes on pages 8 to 18 form part of these financial statements

6




Sun Hydraulics Limited

Balance sheet at 31 December 2007

Fixed assets
Tangible assets

Current assets
Stocks

Debtors
Cash at bank and 1n hand

Creditors: amounts falling due within
one year

Net current assets

Total assets less current habilities

Provisions for liabilities

Capital and reserves
Called up share capital
Profit and loss account

Shareholders' funds

Note

10
11

12

14
15

16

2007

833,021
2,299,343
1,177,061
4,309,425

1,415,658

2007 2006

£ £
4,773,799

768,130

1,724,559

979,016

3,471,705

991,086
2,893,767
7,667,566
279,644
7,387,922
1,140,000
6,247,922
7,387,922

2006
£

3,924,999

2,480,619

6,405,618

263,398

6,142,220

1,140,000
5,002,220

6,142,220

The financial statements were approved by the board of directors and authorised for 1ssue on 30 October 2008

R lanple

R Glasspole
Director

The notes on pages 8 to 18 form part of these financial statements

7




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007

1  Accounting policies

The financial statements have been prepared under the historical cost convention and are 1n accordance
with applicable accounting standards

The following principal accounting policies have been applied

Cash flow statement

The company has taken advantage of the exemption conferred by Financial Reporting Standard 1 'Cash
Flow Statements (Revised 1996} not to prepare a cash {low statement on the grounds that at least 90%
of the voting nights m the company are controlled within the group headed by Sun Hydraulics
Corporation and the company 15 included 1n consohdated financial statements

Turnover

Turnover represents sales to external customers at tnvoiced amounts less value added tax

Depreciation

Depreciauon 1s provided to write off the cost, less estimated residual values, of all tangible f1xed assets,

except for freehold land and certain buildings, evenly over their expected useful lives It 1s calculated at
the following rates

Buildings - 10 and 40 years
Plant and machinery - 4,5 and 10 years
Office equipment - 3,4 and 10 years
Stocks

Stocks are valued al the lower of cost and net realisable value Cost 1s based on the cost of purchase on
a first 1n, first out basis Net realisable value 1s based on estimated selling price less additional costs to
completion and disposal

Foreign currency

Foreign currency transactions are translated into sterling at the rates ruling when they occurred
Foreign currency monetary assets and habilities are translated at the rates ruling at the balance sheet
dates Any differences are taken to the profit and loss account

Financial Instruments

Financial instruments are measured mmitially and subsequently at cost

Research and development

Research and development expenditure 1s written off in the year in which 1t 1s incurred




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

1

Accounting policies (continued)

Defeired taxation

Deferred tax balances are recogmsed 1n respect of all uming differences that have onginated but not
reversed by the balance sheet date, except that

. the recogminon of deferred tax assets 1s limited to the extent that the company anticipates
making sufficient taxable profits in the futre to absorb the reversal of the underlying timing
differences

Deferred tax balances ansing from underlymng timing differences 1n respect of tax allowances on
mdustrial buildings are reversed if and when all conditions for retaiming those allowances have been
met

Deferred tax balances are not discounted
Share-based payment

When share options are awarded to employees, the fair value of the options at the date of grant 15
charged to the income statement over the vesung pernod  Non-market vesting condibions are taken mto
account by adjusting the number of equity instruments expected to vest at each balance sheet date so
that, ulumately, the cumulative amount recogmised over the vesting period 1s based on the number of
options that eventually vest Market vesting conditions are factored into the fair value of the options
granted As long as all other vesting conditions are satisfied, a charge 1s made irrespective of whether
the market vesting conditions are satisfied The cumulative expense 15 not adjusted for failure to
achieve a market vesting condition

Where the terms and conditions of options are modified before they vest, the increase n faiwr value of
the options, measured immediately before and after the modification, 1s also charged to the income

statement over the remaining vestung period

Where equity instruments are granted to persons other than employees, the profit and loss account 1s
charged with the fair value of goods and services received

Pension costs

Contnibutions to the company's defined contnbution pension scheme are charged to the profit and loss
account 1n the year in which they become payable




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Confinued)

2 Turnover

Analysis by geographical market

United Kingdom

Europe

Rest of the world

North America and Canada

Turnover 1s wholly attributable to the principal activity of the company

3  Operating profit

Ths 15 arrived at after charging/(crediting)

Research and development - current year's expenditure
Depreciation of tangible fixed assets

Profit on disposal of tangible fixed assets

Audit services

Exchange differences

10

2007 2006

£ £
5,169,663 4,209,364
5,194,112 4,593,310
1,183,938 911,113
1,315,480 1,557,099
12,863,193 11,270 886
2007 2006

£ £

2,114 5,369
558,183 534,200
(37,960) ;
16,300 16,300
23,159 180,079




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

4

5

6

Employees
Staff costs (including directors) consist of
2007 2006
£ £
Wages and salanes 2,256,660 1,797,843
Social security costs 229,724 213,013
Other pension costs 118,606 117,612
2,604,990 2,128,468
The average number of employees (including directors) during the year was as follows
2007 2006
Number Number
Production staff 56 49
Management staff 25 26
81 75
Directors’' remuneration
2007 2006
£ £
Directors' emoluments 231,941 136,467
Company contributions to money purchase pension schemes 19,425 13,839

There were 2 directors 1n the company’s defined contribution pension scheme during the year (2006 - 2)

The number of directors who exercised share options was 2 (2006 - 2)

The total amount payable to the highest paid director 1n respect of emoluments was £135,270 (2006 -
£103,618) Company pension contributions of £10,878 (2006 - £10,398) were made to a money

purchase scheme on his behalf

The highest paid director exercised share options during the year

Interest payable and similar charges
2007

Bank loans and overdrafts -

2006

2,507




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

7

8

Taxation on profit on ordinary activities

2007 2007 2006
£ £ £
UK Corporation tax
Current tax on profits of the year 377,019 343,991
Adjustment in respect of previous
periods 250 (4,309)
Total current tax 377,269
Deferred tax
Ongination and reversal of uming
differences 16,247
Taxauon on profit on ordinary
actvities 393,516

2006

339,682

(11,145)

328,537

The tax assessed for the period 1s higher than the standard rate of corporauon tax in the UK The

differences are explained below

2007 2006
£ £
Profit on ordinary activities before tax 1,639,218 1,123,997
Profit on ordinary activities at the standard rate of corporation
tax 1n the UK of 30% (2006 - 30%) 491,765 337,199
Effect of
Expenses not deductible for tax purposes - (1,745)
Depreciation for peniod 1n excess of capttal allowances (111,943) (6,351)
Non taxable income (8,110) -
Adjustment to tax charge 1n respect of previous periods 250 {4,309
Other iming differences 5,307 14,888
Current tax charge for period 377,269 339,682
Dividends
2007 2006
£ £
Ordinary shares
Interim paid of £N11 (2006 - £1 16) per share - 501,316

12




Sun Hydraulics Limted

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

9  Tangible fixed assets

Cost

At 1 January 2007
Addinons
Dusposals

At 31 December 2007
Depreciation
At 1 January 2007

Provided for the year
Dnsposals

At 31 December 2007

Net book value
At 31 December 2007

Al 31 December 2006

10 Stocks

Raw materials and consumables

Work 1n progress

Fimished goods and goods for resale

Freehold fand Piant and Office

and buildings machinery equipment Total
£ £ £ £

3,000,274 5,514,075 807,365 9,321,714
204,938 1,013,540 194,551 1,413,029
- (402,348) (16,287) (418,635)

3,205,212 6,125,267 985,629 10,316,108
1,004,204 3,722,899 669,612 5,396,715
91,051 403,848 63,284 558,183
- (396,302) (16,287) (412,589)

1,095,255 3,730,445 716,609 5,542,309
2,109,957 2,394,822 269,020 4,773,799
1,996,070 1,791,176 137,753 3,924,999
2007 2006

£ £

151,592 214,083

27,123 28,579

654,306 525,468

833,021 768,130

————

There 15 no material difference between the replacement cost of stocks and the amounts stated above




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

11 Debtors

2007 2006
£ £
Trade debtors 1,829,153 1,334,709
Amounts owed by group undertakings 28,359 85,279
Amounts owed by fellow subsidiary undertakings 37,262 23,947
Other debtors 284,481 184,240
Prepayments and accrued income 120,088 96,384
2,299,343 1,724,559

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

12 Creditors: amounts falling due within one year

2007 2006
£ £
Trade creditors 481,596 290,511
Amounts owed (o group undertakings 526,599 373,872
Corporation tax 124,269 51,952
Other taxation and social securnity 157,865 145,356
Other creditors 68,043 72,078
Accruals and deferred income 57,286 57,317
1,415,658 991,086

Other creditors include £54,303 (2006 £43,516) 1n respect of share-based payments {see note 19)



Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

13 Provisions for habilities

Deferred

taxation

£

At | January 2007 263,397
Charged to profit and loss account 16,247
At 31 December 2007 279,644

Deferred taxation

2007 2006

£ £

Accelerated capital allowances 299,687 274,543
Profit and loss account movement ansing during the year - (8,537)
Adjustments 11 respect of prior years - {2,609)
Other timing differences (20,043) -
279,644 263,397

14 Share capital
Allotted, called up

Authorised and fully paid

2007 2006 2007 2006

£ £ £ £

Ordinary shares of £1 each 2,000,000 2,000,000 1,140,000 1,140,000
15 Reserves

Profit and

loss account

£

At 1 January 2007 5,002.220

Profit for the year 1,245,702

At 31 December 2007 6,247,922

15




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

16 Reconciliation of movements in shareholders’ funds

2007 2006

£ £

Profit for the year 1,245,702 795,460
Dividends - (501,316}
Net additions to shareholders' funds 1,245,702 294,144
Opeming shareholders’ funds 6,142,220 5,848,076
Closing shareholders' funds 7,387,922 6,142,220

17 Pensions

The company operates a defined contribution pension scheme The assets of the scheme are held
separately from those of the company in an mdependently admimstered fund The pension charge

amounted to £118,606 (2006 £117,612)

18 TRelated party disclosures

The company has taken advantage of the exemption conferred by Financial Reporting §

tandard 8

"Related party disclosures” not to disclose transactions with members of the group headed by Sun
Hydraulics Corporation on the grounds that at least 90% of the voung nghts 1n the company are

controlled within that group and the company 1s included 1n consolidated financial statements




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

19 Share-based cash settled payments

At 31 December 2007 the company participated 1n two share-based payment schemes i respect of
certain of its employees, as follows

Scheme 1

Plan 1 Plan 2
Date of grant 9 December 2005 10 October 2006
Number granted 4,623 4,260
Nature of shares Phantom shares  Phantom shares
Vesung dates - one third of the shares granted 9 December 2006 10 October 2007
vest on each of the following dates 9 December 2007 10 October 2008
9 December 2008 10 October 2009
Vesung Conditions Tobemservice To beinservice
at the vesting at the vesung
date date

Assuming the vesting conditions are met, at each vesting date the employees recelve an amount equal to
the number of phantom shares they have been allocated multiplied by the share price of the ultimate
parent company's shares at the vesting date An amount of £156,823 (2006 £54,325) has been expensed
through the profit and loss account 1n respect of these plans

Scheme 2

In 2007 the company's ulumate parent implemented a new restricted share scheme throughout the group
to replace the previous phantom schemes shown above Details of the new scheme are as given below

Assuming the vesting conditions are met, at each vesting date employees receive an amount equal to the
number of shares they have been allocated multiphied by the share price of the ultimate parent
company's shares at the date of grant

Employees are restricted on the sales of the shares, with the shares 1ssued 1n any one year restricted on a
3 year annual basis, with a third of the shares able to be sold after each year has passed

The effect thts would have on a knowledgeable, willing market participant's valuation of the shares
would be minimal, as the shares are actively traded in a hiqud market with virtually all the nghts that
any other shareholder would have including dividends

As such, 1n ine with the FRS 20 guidelines the shares deemed value, 15 equal to the share price at the
vesting date, as the impact the transfer restnictions would have 1s minimal

A management charge 1s then received from the parent company sphitung the charge over the 3 year

period of the restricted shares 1ssued mm any given vear An amount of £7,342 (2006 £ml) has been
expensed through the profit and loss account 1n respect of these plans

17




Sun Hydraulics Limited

Notes forming part of the financial statements for the year ended 31 December 2007 (Continued)

20 Ultimate parent company and parent undertaking of larger group
The company 15 a wholly owned subsidiary of Sun Hydraulik Holdings Limted
The largest and smallest group 1n which the results of the company are consolidated 1s that headed by
Sun Hydraulics Corporation mcorporated m United States of Amenca The consolidated accounts of

this company are available to the public and may be obtained from 1500 West Unmiversity Parkway,
Sarasota, Flonda, 34243, USA

18




