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. UNITED ERGINEERING STELLS LIMITED

REPCRT OF THE DIRECTORS FOR THRE YEAR ENDED

31ST DECEMBER 1992

The directors present their annnal report and the financial statemeonts for
the vear ended 31st Pecember 1992z,

Principal activities

The principal activitien of thae company are the manufacture of steel and
forgings, and the ra@-rolling of engineering steels, The company produces a
wide range of 8tesl products including billets, 8laus, bars ang rodp
together with forged components for the automotive, agricultural, marina,
petrochemical ang aerospace industries,

Review of businonms

The profit and lozs account is set out on page 4. In January 1993, the
closure of the Darlaston forging plant was announced and the closupe coatia
have been treated ag & oxtraordinary item - gee note 8 to the financial
statements. The 1992 level of business was affacted by the aconomic
recesgion but the dirvcters conaider that the results and the year and
financial pomition were satisfactory in thoge conditions. The directors
expect the present lavel of activity to pPereist for soma time, ;

Dividends and resarves

The directora do not recommend the payment of a dividend for the yenx
{1951: g20.0 million). The doficit for the year of £11.1 million
(1991: Deficit 228.1 million) has baeen charged against regervag.

Changes in fixed asgetg

The movementa in fixed amnpots during the vear are set out in note 10 to the
financial gtatementg. The directors are of the opinjion that the majkeit
value of the company’s properties is in excase of their book values ak
31st December 1992 but, in the absence of any recent valuation, are unable
to quantify any such axcezsa.

Directorn
—=xoelers

The following directors wera directors of the company during the whoie year,
except where otherwise stated:

D 4 Ford cpp - Chairman — Appointed 24th July 1992
Chairman from 24th July 1992

I F Danald -~ Resigned 24th July 1992,
Chairman to 24¢p July 1992

G R Mackenzie ~ Chief Executive - Executive

D W Allen - Executivae,

Resigned 31st January 1993

The directors have no notifiable interest in shares or debentures of the
Sompany or the parent undertaking, UEs Holdingys Limited, that requlte to be
disclosed under the Companies Act 1985,




Inpurance of directors

The company maintains insuranca for the directors and officers in reapact of
their duties as directors and officers of the company.

Research and development

The company’s management recognises the emphasis which needs to ke plaged on
research and dovelopment activities tn enhance the competitive pouition of
the compeny’s products and processes ta thoox regpactive market places. For
this reason, substuntial research and development is undertaken by the
company.

Employes involviment

The policy of the directors is to encourage the lanvolvement of all employees
in the development and purformance of the company. There are regulax
mzetings at all plants between management, employees and tracde union
representativen.

Disabled persons

All jols spplications, including those received from disabled pareons, are
given full censideration. Selection ig on the basis of abllity and, where
necespary, disabled applicants are given appropriate training to enable them
to mect the requiremento of the job. Efforts are made to enable employees
who become disabled during employmont to continue their carecers with the
company. Trainlng, career developmont and promotion of dlsabled persons is,
as far as possible, identical to that of other employees who are nob
disabled,

Charitable donatliane

Contributions made by the company during the year for charitable purposes
amounted to £23,800 (1991: £29,234).

Taxation status

The company i1s not a close company within the definition of Section 414 of
the Income and Corporation Taxes Act 1988 and there has been no change in
this respect asinceo the end of the financial year,

Auditors
A rasolution to reappoint the Auditors, Coopers & Lybrand, will be popbsad

at the amnnual general meeting. Until ist June 1992, the firm pracitised in
the name of Coopers & Lybrand Deloltte.

By ordar of the poard

(Ko

A R Love
Secretary

2nd March 1993
Rotharham
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BUITED ENGINEERING STEELS LIMITED

REPORT OF THE AUDITORS TO THE MRMEERS OF

UNITED ENGINEERING STEFL3Z IIMITED

We have audited the financial statements on pages 4 to 15 in accorfance wikh
Auditing Standards.

In our opinion the financial statements give a true and falr view of Ehe
state of the company’s affairs at 3lst December 1992 and of the lusg $wr bhe
yYear then ended and have heen properly preparad in accordance with the
Companies Act 1985,

%AQBM

Coopers & Lybrand
Chartered Accountants and Registered Auditors

2nd March 1993
Sheffield
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UNITED ENGINEERING STEELS LIMITED
PROFIT AND LOSS ACCOGNT
FOR THZ YEAR ENDED 41ST DECEMBER 1992
1992
Notes eM M
Turnover 2 490.6 493.8
mEEES PR e P
Oparating logs 3 (7.0j (8.3}
Dividends receivable from subsidlary .
undertakinga - 6.4
Exceptional items 5 (3.9% -
Amounts written off against:
~ loans to pubsidiary undertakings {0.5% (1.0}
~ inveatments in subsidiary undertakings {0.33 {(6.3)
Interest receivable less payable 6 2.2 4.0
Losp on ordinary activitiss beforo cax (9.3} (2.2}
Tax on losa on orxdinary activities 7 0.2 #al
—— - — s D8 i)
(Loss}/profit on oxdinary activities
after tax (9.1} An
Extraordivary Lltems 8 (2.0} {10, 4)
Loss attributeble to ghareholders A ) {63}
Dividendsa 2 - {20.0})
o Womy- gk o e
Doficit for the year {31.14 {28..3}
LIRSS A=)
Hovements on profit and loss aconunt are get out in note 19,
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. UNITED EHGINEERING STWELS LIMITED
BALANCE SHESET AS AT 31ST DECEMBER 1992

Notes 1992 SI9

o

EM &M
NET ASSETS FIXED ASSETS
Tangible asseta 10 322.2 3480
Investments in
subsidiary undertakingr 11 0.3 -
322,5 328.0%
CURRENRT ASSETS
Stocks 12 82.9 B6:8
Debtors:
Amounts falling due:
Within one year 13 127.3 122.2
Arftar more than one yaar 13 15.7 145.6
Land held for resale 14 0.8 10
Cash at bank and in hand 42.9 45 .8
TP Lt ]
269.6 463, .0
Creditors - amounts f£alling
due within one year 15 (133.9) (26447
Net curxent assets 135.7 1370
TOTAL ASSETS LESS CURRENT
LIARILITIES v 458.2 466.0
Craditors - amounts falling
due after more than one year 16 {(2.9) {10021
Previeione for liabilities
and charges 17 {(1.5) G039
453.8 4649
A= SREGIE
CAPITAL
EMPI.OYED CAPITAL AND RESERVEY
Called up share capital 18  462.1 4621
Profit and loss account 19 {8.3) 2.8
- o s - il
453.8 464.9
FO- T "R

The financial statements on pages 4 to 15 were approved by the bogrd of directora
<n 2nd March 1992 and were signed on ite bhehalf by:

At
G R Mackenzie

Director
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UNITED ENGINRERING STELLS LIMITED

NOTES TO0 THE FINANCTIAL STATEMENTS -~ 31ST DECEMBER 1“992‘

1. Principal accounting policies

The financlial statements have been prepared in accordance with applicable
Accounting Standards in the United Kingdom. A summary of she more importank
accounting policies, which have been applied consistently, ls set out below.

(a) Basip of accounting

The financial statements have been prepared under the historical cost
convantion.

(b) Consolldated accounte
In accordance with Section 228 of the Companies Act J965, the company
is not requirved to muhbmit group accounts as the wholi of Ghe imsued
share capital ie held by UES Holdings Limited, a compgany wagistered in
England and ¥alas.

(¢} Investmente in subaidiary and associated undertaking:

The compony’es intarests in subsidiary and aspociated o
stated at cost less provision for any permanent dimine

idenbakings are
oo L ovalue,

{d) Toreign exvhanga

Ty T Ay

iissets and liabilities axpressed in foreign Currenciss ane stated ab
the exchange ratem ruling st the balance sheet date o, whers
appropriate, at the ratas of matching forward contrafks o
transactions. The exchange differences arising are zgflacted in Hhe
profit and loss account.

The sterling value of export sales orders is protected by mesns of
forward exchange contracts. Profits or losses arisimy feem these
contracts are accounted for in the financial period im which %he
raelated dales revenues arige.

(e} Turncver

Turnover, all of which is derivad from the United Kingdom, represents
the invoiced value of goods and services charged to external customers
excluding value added taxes.

{f) Tangible fixed assets
The cost of the fixed assets initially acquired 1ls bdsed pn “he Falye

value of these assets at the date of acquisition. Subseguent additions
are included at cost, including any incidental expenses of actiedbion.
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Depreciation is calculs! 2d to write off the cost of Q‘Kad-ﬁﬂagtﬂwﬁn A
straight line bag..' .ver the expected remalning usafus »conomic life of
the assets concerned. The pulncipal asset lives used fi this phrpose

P e ey

are: ;
Years 4

Freehold buildings 26 to 50 i

Leasehold land and buildings

- Industrial 25

- Office 50

{or at rateo bagsed on the life of the lease

where shorter than period etated)

General plant and machinery 10 te 1.8

Steel plant, prasses and hammers 25

No depreclation i charged on freehold land or capital work In
progrenso. In general, depreciation is not charged on fixed assets
purchased during the year but # full year’s depratiation je changed on
fixed assets sold in the year. Tor significsnt Lndividiali projects,
depreciation is charged from the date of comeclesivining,

(g} +inance and operating leases

Assets subjoct to finance leasns axe rocorxded as fiwed apsete and are
defirecintad over the vseful life of the asset or &lie teérm of Lhe leasa,
if shorter. 'The capital element of future rentals ip fredled as a
}iability and the interest element is charged te the profit znd loss
acceunt cvar “he primary loace perlod. Rentals gafd Ln mespect of
aparating leanos are charged to the profit and loes acgoount #As
incurred.

B T PEE T

(h} Covernment @rants

S

o BT

Zridhs % Do

Government grants received in respect of specific mapibal expenditure
aroc troated as deferred income which im then creditad e the profit and
loae account aver the re.ated asset’s life. Othusx wevenue ¢grante sre
¢radited to theo profit and loos account when recelved.

=

3T

(L) DNesearch and develcpmaznt expenditure

tia, B,

fesearch and dovelopmaent expenditure ip written #Ef ap inonrced.

(i3 Stocks

gtocks of raw materiamls are valued at cost, or, if they are to be
realiged without processing, at the lower of cos® and net: gealieable
value., Process stonks, stored, spares and loose plank and tools are
valued at the lower of cost and estimated net realisable walue after
appropriate provisions for flow moving or obsolete stock. In gaperal,
cost is determined on a first in first out basis. <Coat of process
stocks comprises direct expenditure, ineluding production overheads,
calculated on the basis of a normal level of activiiy,

{k}y Deferred taxation
Provimion is made for deferrad taxation only to the syhent that there

is a reasonable probability that such tax will bevome payablsa in the
foreaeerable future.
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Operating logs

1992 2891,

&M £M

Turnover 490.6 493 .5
Change in process stocka (0.1) {15.6)
Own work capitalised 0.3 0.7
Other operating income 7.1 6.3
Raw materials and consumablas (172.7) {474.8})
Other external charges (98.4) (87.8)
Staff costa (see note 4) (126.4) (125.0)
Depreciation {23.3) ({22.4)
Other operating charges {84.1) {8Lal)
Operating loss (7.0) {&.3)
SIS SRR

Operating loss is siated after charging/(craediting):

1992 4391,
£M £
Loss/ (proflt) on pale of fixed ansots 0.5 {1.2)
Hire of plant and machinery 9.8 B.8
Rapearch and development expendituve i.8 &.d
Remuneration of the awiitors 0.2 0.2
Directors’ emoluments for managemant
services including pension contributions - .

Currency varilations (0.7) {l.D}

Remuneration of the company’s auditors for provision of non-andit services
during the year amounted to £0.8 mi'lion.

Directors’ and employess ramuneration

The emoluments of the Chalrman and of the highest paid director, exaluding
pension contributions, were:

1992 185,
£000 4000
Chairman Nil WAL
Highest paid director Nil By

The emoluments of dirzctors of the company gexving at any ime in the year,
excluding pengsion contributions, were within the following ranges;

Scaloe Dir@g&g@g
2992 LIt
Humber Nomlaan
£ Nil - £5,000 4 i
£85,.001 ~ €90,000 - .

In the opinion of the directors, the services of the direators ane rendered
to the ultimate holding undertaking and are disclosed in the actounts of
that undertaking.

At 3lst December 1992, one offlicer had an housing loan cutstandiny Huom the
company amounting to £5,332 ({1991: £7,332), which carries inberesi ab 7&%
per annum. This loan was made prior to the formation of the nompanyy da
connection with the relocation of thie employee and was in suoopdense with
the terms normally provided to senior employees on relocation. Wha loan is
secured by a mortgage.
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Employment coste of the company, including executive directors, wene ag
follows:

Aggregate gross wages and salaries

Employsu’s national insurance contributions

Employer's pension contributions under the
company pensicn schoeme

1981,

I i

(1%

LA .8
'8‘15

47
i e et
128.0

The average number of paraona, including executive direcktora, employed by

tha company during the year was as followe:

Industrial grades
staff

Exceptional ltems

Reorganisation and restructuring costs
anti-dumping aefence coste and profesoional fees
Profit on disponal of surplus filxed ascets

Intersst receivable less payable

Receivable on sghort term deposits
Tranasfer from extracrdinary items

Payable ons:

Short term borrowings and overdrafts
Loans from group unGartakings

Taxation
On losa for the year:
Current taxation credit at 33.0%
{(1991: 35.0%)

Prior year overprovision

a9y
Numbex:

8018
2,237
7 449
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The taxation credit for the year arises from the surrender &f guoong xwellef.
7he balance of the losses for the year is carried forwand gatl is avallable
for relief against the future profits of the company’s tnadas
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8. Extraordinary items

v,
N

gt

rf;li. ¥

Costs of closure of discontinued operations:
Redundancy jpayments to employees on closura
Write down of fixed asssts to estimated

realisable value and other closure costs
Loss on disposal of assoclated undertakings

9. Dividends

Final dividend ENil (1991:

10. Tangible fixed assets

4,33p share)

Land and Plant a&nd machinery
buildinga Owned Leased
Cost aM £M M
At lst January 1992 62.2 326.3 12.6
Additions 0.8 12.4 -
Dispoeals (0.3) {3.6) -
Reclasaifications 0.5 16.2 -~
At 3lst December 1992 63.2 351.3 12.6
Depraciation
At Ist January 1992 (10.8} (75.2) {(4.7)
Charge for the year
Gperating (2.3}% {20.3) (0.7
Exceptional (0.2} {0.2) -
Extracrdinary - {Q.3} -
Disposals - 0.9 -
Reclagsifications - 0.8 (0.8)
At 3lst December 1592 {13.3) {94.3) (6.2)
Net book value at:
3ilat Decamber 1992 49.9 257.0 6.4
b—1—}- 4= momE o=
At lst January 1992 51.4 251.1 7.9
=|o==

e
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1992 ABYL
\EM M
1.0 :3 i 31.
1.0 8.3

- 1.0
2.0 1C.4
f=- Rl el
GiM £M

- 20,0

= p_ A ] =225

Capital work

in progress Tobal
£ M
18.6 %97
7.0 2Q:2
e {3.9)

( 16“@: mj’ -t
—e i tam i i
8.9 4EE O
- (90.7)

e (283
(th.a%

- 0.3}

G QO _ggu
- {L13.8}
g.9 B22.2
S R
8.4 529.0
Sthgmge S
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Land and buildings at 31lst December 1992 comprised:

Freehold land Long
and buildingy Leaoshold Tokal,
£M €M &M
Cost 62.7 0.5 63.23
Accumulated depreciation (13.2) (0.1) (1%, X}
Net book value:
At 31st Docember 1992 49.5 0.4 49.9
S k-1 Pty
At 1st January 1992 5i..0 0.4 3.4
DEE=ss === =it

1l. Investments in subsidiary undertakings

£
£Y ;
Cost i :
At lot January 1992 0.4 i
Additions 0.4 B
At 3lsat December 1992 0.8
Frovisions
At lat January 1992 (0.4)
Provioions made during year (G.1)
At 3lat December 1992¢ {0.5)
Net Hook Value
At 3lst December 1992 0.3
SSEs
At lat January 1992 -
Emon

The company directly holds 100% of the equity shares of the follbwing

undartakingn:
Country of
lncorporation

UES Deutechland GmbH Cermany

VES France SA France

UES Jtalia SRIL Italy

UES Tberlrma BA Spain

UES Sales, Incorporabted United &tates of America

All the above pubsidiary undertakings act as overseas oubtlets fay tha
company’e UK manufacturing activities.

12. Btocks

1992 2901
EM £M

Raw materials 18.2 16,2
Process stocks 42.3 448
Stores and spares l4.2 T AN
Loose plant and tools 11.2 1B, 0
82.9 B8

SRRt hopo

Tt
a\,":)‘)" A 8



14.

1s6.

17.

Debtors

g5,
Amounta falling due within one year
Trade debtors 27.1
Taxation recoverable 4.9
Other debtors 5.7
Prepayments and accrued income 0.9
Amounta owed by group undertakings:
Fellow suhsidiaries 83.0
Subsidiaries 5.7
i27.3 A22.2
=eEea Rt
Amounts falling due after more than one year
Amounts owed by group undertakings:
Pavent company 5.7 237.9
Fellow subsidiaries 10.¢ T
15.7 14656
smmenl g

Land held for repale

Land held for resale ip included in current asssts at direstors® sshimate of
net realisable value.

Creditors -~ amounts falling due within one yveuar

5.1 £

Overdrafts and hank loana - Gl
Trade creditors and bille of exchange payable 74.3 6342,
Amounta owed to fellow subpidiary undertakingo 8.3 136.2
fther taxation and social security 6.7 9.9
Other creditors 43.5 A3
Meerualeg and deferred income 1.5 a4, 5
Pividends payable - 2040
133.9 2654, G

aILTEm MY [Eilanonty

An amount of £5.9 million (19351: €0.7 million) is included & obher
creditors, which represents the excens of the accumulated penalon oogh over
the payment of contributions to pension funds.

Creditors - amounts falling due after more <han one vear

1993 k07
£ 1M,
Other creditors 2.% -
Accruals and deferred income o 0.2
2.8 0.2
ey jeates
Provisiong for liabilities and charges
Deferred
Taxation  Qxhpx Eakal
£M M BM
At lst January 1992 - n.% SN
Charge for the year - 0.5 N6
. )y AT ERYR
At 3lst December 1992 - 1.3 a8

S=nz =i RN



18.

If accordance with the accounting policy set out in note 1{k), no wrovision

LT

R T

T

in required for deferred taxation in the company at 3lst Decembhr 1992

(1991: Tha full potential daferred taxation liability of the company
at 31lst December 19%2 can he summariscd as follows:
€M M
Accelerated capital allowances 60.2 55,3
Other timing differences (2.3) {5.3%
Unrelieved losses -(10.0) §6.2%
sy P 18 S
40,9 45,8
i [En =il
Called up share capifal
Isnued angd
Buthorised  Eolly peid
1992 & 1993 2932 & 4991
£ EM
Ordinarxy E£1 shares 400.0 334.Q
Capped participation chares
of £1 each 100.0 8.1
5% non-cumulative redeemable
convertible capped participation 35.0 35.0
preference shares of £l cach ———— R
$35.0 462..%
TREISEIIRT iy

The capped participstion shares enioy the same rights as ordinary shares
pubject to & maximum dividend distributicn of £1 per share jn any Einancdsil
yeax.

In any year, preference shares can be rzedecmed up to a maximim of ope third
of the divideonds paid on the ordinary and capped particlpation shazes.
Providing the relevant conditions are met & 5% non-cumulative dividend iLs
paysble in priority to ofther dividends and the preference shares can adso
participate equally with the other sharves in any excess of diyidends
doclared over 5%.

Under cextain circumstancas, the cappod participation sharesd gan bie
converted into ordinayy shares and the preference shares can be converted
into ordinary or capped participation shares.

Profit and losg account

1993 AgoL

£ £M

At lst January 2.8 32,9
peficit for tha year (11.3%) (28.2)
Goodwill wricten off - {3.0)
At 3lst December {8.3) 2.1
TSI SRR

At 3l1st December 1992, cumulative goodwill written off diredhly Lo ressrvew
amounted to £52.6 millien {1951; £52.6 million).
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Financial Conmitmants

Capital Expsnditure:
-~ Sanctioned but not centracted
- Sanctionad and contracted for

Sanctioned and outstanding at 3lst Deceinber

The minimum payments which the company ls committed to
operating leases age as follows:

Leases which expire:
Within one year

Two to five years
Ovex five ycars

The company has entered into forwar exchange contracc
normal course of bhusiness,

Contingent Liabllities

Uli:imate parent undertaking

ar/jras/annace/reporte/ueslimtdo?

2994

En

6.4
5.3

-

11.7

smmamiy

make in 1%92 under

951

]

M

Flant and

Eguggment
1992 frh:on
EM ﬁ@
0.3 0.4
1.3 o 6
2 » :L 2 ‘G

commitments in fhe

There are contingent liabilities amounting to £€2.2 million
£2.1 million) for the company comprising guarantees glven and bills
discounted in the normal course of business from which ne losses are
expected to arise.

VLTS

The directors regard UES Holdings Limited, a company registered in Ergland
and Waleg, as the company’s ultimate parent undertaking.
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