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Annual report and financial statements
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Strategic report

Business review

Andrews Sykes Hire is one of the market leaders in the rental of specialist climate control products which include air
conditioning and chillers, heating and boilers, dehumidifiers and ventilation, along with a range of industrial pumping
equipment.

Sykes Pumps has been established in the UK since 1857 and the Andrews brand marked its 50th anniversary late in
2014, having been founded by John Andrews in 1964, close to our current head office location in Wolverhampton.

We aim to use our expertise to provide the most modern, technically advanced and environmentally friendly rental
equipment in the market. We offer our products and services throughout the UK via a network of 28 locations employing
over 300 members of staff. During the year we continued to develop our product range and service offering with further-
investment in our hire fleet, depots and infrastructure.

In addition to renting our products, we provide our equipment for sale along with a full service and repair backup.

By providing a first class level of service 24 hours per day 365 days per year we have become the preferred suppliers
to many major businesses and operations spanning a huge range of industries. Our reputation for providing high levels
of training to our staff whilst maintaining a strict health and safety workplace, within an environmentally conscious
culture, makes us an employer of choice for our Industry.

By continual investment in new technology we ensure that we provide our customers with new solutions to overcome
their operational challenges. We constantly review and refresh our fleet of rental equipment to ensure that we set the
standards within the rental industry throughout the UK.

2017 operational performance

Turnover increased from £38,414,000 last year to £40,684,000 in the current year, an increase of £2,270,000 or 5.9%
compared with last year. Operating profit increased by £35,000, or 0.3%, from £10,616,000 in 2016 to £10,651,000 in
2017.

The business produced an increase in revenue from the previous year, without benefitting from any favourable weather
conditions. Both hire revenue and sales revenue performed ahead of last year. The summer started well with some very
high temperatures early in the season, however this was short-lived and in general the summer weather conditions were
cool and wet, which did little to stimulate business for our air conditioning and chiller products. Despite this, the cooling
products performed well. Pump hire performed well, following an excellent result in 2016, whilst our heating and
ventilation products provided further growth. Boiler hire continued to perform well whilst benefitting from the
investment made in this product range during the year.

Outlook and future development of the business

Our success has been centred on providing technically advanced climate rental products to numerous market sectors.
We plan to continue to develop new products and services within our specialist product line whilst contmumg to expand
our coverage both within existing and new markets.

During 2017 we continued to develop new products and have a number of significant new developments ready for
launching in 2018 which will extend our product offering to both new and existing customers.

The company continues to face challenges in all of its geographical markets but our business remains strong, cash
generative and well developed, with positive net funds. The experience of our senior management team, coupled with
our development plans, provides optimism for further progress in 2018. The company continues to develop new sales
channels and propositions which will enable the business to take advantage of favourable market conditions and
opportunities as they arise. At the same time the company continues to carefully control its cost base to ensure that
satisfactory levels of profit can be achieved even during difficult market conditions.
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Strategic report (continued)

Financial key performance indicators (KPIs)

The key financial performance indicators are:

2017 2016
Average turnover per employee £128,750 £123,500
Operating profit as a percentage of operating assets* employed i ' ' 82.7% 87.4%
Operating profit divided by net interest charge* 86 n/a

* Operating assets are net assets employed, excluding pension scheme assets and liabilities, inter-company loans, deferred and current tax balances
and cash
* Excluding net FRS 102 Pension interest credit. Not applicable if interest is a net receipt.

Non-financial KPI’s monitored by the directors include asset utilisation and health and safety statistics.
Risk management

The company’s principal risks are as follows:

Going concern

The company is a wholly owned subsidiary of Andrews Sykes Group plc and is reliant on the continuing financial
support and success of that group.

The group’s consolidated financial statements for the 12 months ended 31 December 2017 were approved on 17 May.
2018. In those financial statements, the board of Andrews Sykes Group plc concluded that “after making enquiries, the
board has a reasonable expectation that the group has adequate resources to continue in operational existence for the
foreseeable future. Accordingly, the board continues to adopt the going concern basis when preparing this annual report
and financial statements”. Further information explaining why the board reached this conclusion is given on page 12 of
the group’s 2017 annual report and financial statements.

The directors of this company have confirmed with the board of Andrews Sykes Group plc that they still consider the
above statement to be valid as at the date of approval of these financial statements. Given that assurance, the directors
have continued to adopt the going concern basis in the preparation of this company’s annual report and financial
statements. :

Strategic risks

In common with all entities operating in a dynamic market place, the company faces a number of strategic risks.
Management has developed long term business plans to manage the impact of these risks to ensure that the company
delivers a satisfactory performance in future years. The main strategic risks faced by the business, together with the
actions taken by management to mitigate their impact, are set out below.

Competition, product innovations and industry changes are regarded as the main strategic risks. These are mitigated by
investment in new environmentally friendly technically advanced products and equipment and providing service levels
that are recognised as being among the best in the industry. Market research and customer satisfaction studies are
undertaken to ensure that our products and services continue to meet the needs of our customers.

In order to remain competitive, management recognise the need to invest in appropriate IT equipment and software.
Consequently, the communication network, website and data capture systems are all being constantly reviewed and
updated to ensure they remain at the forefront of industry standards.

The potential impact of the weather has been significantly reduced over the past few years by the expansion of our non-
weather related business. The company also has a diverse product range of pumps, heaters and air conditioning and
environmental control equipment which enables it to take maximum advantage of any extremes in weather conditions
whenever they arise. This, combined with our policy of reducing fixed costs and linking them to a sustainable level of
turnover, enables the company to achieve a satisfactory level of profits even in non-extreme weather conditions.
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Strategic report (continued)

Risk management (continued)

Financial risks

There has been no change during the year, or since the year end, to the type of financial risks faced by the company or
the management of those risks.

The key financial risks are:

e interest rate risk;

o funding and liquidity;
e credit risk.

Interest rate risk

The company is partially financed by inter-company loans on which interest is charged at variable rates based on
LIBOR. The directors consider that the company’s exposure to fluctuations in the market interest rates is currently not
significant given Andrews Sykes Group plc’s financial arrangements.

Funding and liquidity
The group has the above secured loan facilities which are fully utilised. There are no unsecured short term loans.

At 31 December 2017, the group had cash balances of £25.3million. Cash balances are pooled across all companies and
are held in current accounts to fund working capital requirements. Whenever surplus funds are identified, they are placed
on short term deposit. Therefore, the directors currently consider the company’s risk to be minimal, given the group’s
funding facilities.

Credit risk

The company’s main exposure to credit risk is with regard to recoverability of trade debtors. Trade debtors consist of a
large number of customers spread across diverse industries and geographical locations. Ongoing credit evaluation is
performed on the financial condition of debtor accounts and where appropriate, credit guarantee insurance cover is
purchased. Management consider that the carrying value reflects their recoverable amount.

Pension scheme surplus

As set out in note 16 to the financial statements, as at 31 December 2017, the company’s share of the pension scheme
assets was £43.4million which, after deducting the company’s share of the present value of the pension scheme liabilities
of £40.2 million, calculated in accordance with FRS 102, results in a pre-tax surplus of £3.2million. This asset has been
recognised in these financial statements as the directors are satisfied that it is recoverable by either reduced contributions
in the future or through refunds from the Plan.

Management continues to work with the pension scheme trustees to maximise the return from the pension scheme assets
and to match that return with the pension scheme liabilities as they crystallise in order to minimise the exposure of the
group. The net surplus or deficit is sensitive to changes in assumptions, which are at least in part influenced by changes
in market conditions and therefore this area continues to be a high priority.

Signed by order of the board

M

MJ Calderbank ACA St David’s Court

Company Secretary Union Street
Wolverhampton
WV13JE

5 September 2018
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Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December 2017.
Principal activity

The company’s principal activity is the hire and sale of environmental control equipment, including air conditioning,
pumping and heating equipment.

Results and dividends

The results for the year are set out in the profit and loss account and statement of comprehensive income on page 9.
Total dividends paid during the year of £8,600,000 (2016: £7,000,000) have been charged against reserves.

The net assets of the company have increased by £963,000 to £17,348,000 (2016: decreased by £91,000 to £16,385,000)
as shown on page 10. .

The directors do not recommend the payment of a final dividend (2016: £Nil).
Directors
The directors who served during the financial year and subsequently are as follows:

PT Wood
D Himsworth
AW Phillips

Health, safety and the environment

The company aims to achieve world class performance in health, safety and environmental issues by eliminating
injuries, work related ill-health and minimising the effect of our activities on the environment. Health and Safety
Officers are appointed at each location and receive periodic training to keep abreast of both legislative requirements and
technological advances. This is further enhanced with regular internal audits by our own fully qualified health and safety
managers, along with training, induction and awareness programmes for all members of staff. The company aims to
continually improve its performance in order to meet changing business and regulatory requirements.

Employment of disabled persons

The company makes every reasonable effort to give disabled applicants and existing employees who become disabled,
equal opportunities for work, training and career development in keeping with their individual aptitudes and abilities.

Employee development and involvement

During the year the company continued with its policy of training and development for all employees. By improving
the skills of our staff the company aims to continue with the high level of staff retention we have currently and provide
clear internal promotion opportunities. The business operates regular personal development reviews for all members of
staff, where training and development plans are made for each individual. Communication with our staff has once again
been improved during the year.

The company recognises the need to ensure effective communications with employees. Policies and procedures have
been developed to suit the needs of each operating unit, taking into account factors such as numbers employed and
location, including newsletters and communication meetings.

Identification of the information included in the strategic report (as per CA 2006 — Sch 71A)

The company’s objectives and policies regarding financial risk management, information on exposure to price risk, credit
risk, liquidity risk and cash flow risk, and an indication of likely future developments in the business have been included
in the strategic report.

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware,
there is no relevant audit information of which the company’s auditor is unaware; and each director has taken all the steps
that they ought to have taken as a director to make themselves aware of any relevant audit information and to establish that
the company’s auditor is aware of that information.
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Directors’ report (continued)

Auditor

The auditor, Grant Thornton UK LLP, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be re-appointed and Grant Thornton
UK LLP will, therefore, continue in office.

Signed by order of the board
MJ Calderbank ACA St David’s Court
Company Secretary Union Street
Wolverhampton
WV13JE

5 September 2018
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Statement of directors’ responsibilities in respect of the strategic report, directors’
report and the financial statements

The directors are responsible for preparing the strategic report, 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 they have
elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice) including FRS 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:

e select suitable accounting policies and then apply them consistently;
e make judgments and estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the 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 have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to prevent
and detect fraud and other irregularities.



Independent auditor's report to the members of Andrews Sykes Hire Limited

Opinion

We have audited the financial statements of Andrews Sykes Hire Limited (the ‘company’) for the year ended 31
December 2017 which comprise Profit and loss accounts, Statement of comprehensive income, the Balance sheet, the
Statement of changes in equity and notes to the financial statements, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 ‘The Financial Reporting Standard
applicable in the UK and Republic of Ireland’ (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e 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 Auditor’s responsibilities for the audit of
the financial statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Who we are reporting to

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.

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:

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

o 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 auditor’s 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
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.



Independent auditor's report to the members of Andrews Sykes Hire Limited
(continued) V

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

o the information given in the strategic report and the directors’ report for the fmanc1al year for which the financial-
statements are prepared is consistent with the financial statements; and
e the strategic report and the directors’ report has been prepared in accordance with apphcable legal requirements.

Matters on which we are required to report under the Companies Act 2006

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 '

Matters on which we are requlred to report by exception

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

¢ 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 for the financial statements

As explained more fully in the directors’ responsibilities statement set out on page 6, the d]I‘CCtOI'S 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 mtend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s 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 auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and

. are considered material if, individually or in the aggregate, they could reasonably be expected to influence the

economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Repomng Council’s website at: www.frc.org. uk/audltorsrespon51b111t1es ThlS description forms-part of our auditor’s

Rebecca Eagle

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Birmingham

5 September 2018




Andrews Sykes Hire Limited

Annual report and financial statements

For the year ended 31 December 2017

Profit and loss account and statement of comprehensive income

For the year ended 31 December 2017

Turnover
Cost of sales

Gross profit

Distribution costs
Administrative expenses

Operating profit

Net interest (payable)/ receivable

Profit on ordinary activities before taxation

Tax on profit on ordinary activities
Profit for the financial year

Other comprehensive income/(charges)
Remeasurement of defined benefit assets and liabilities
UK deferred tax attributable to the pension scheme assets and liability adjustments

Other comprehensive income/(charges) relating to the financial year net of tax

Total comprehensive income for the year

All results are derived from continuing activities in both years.

The notes on pages 12 to 28 form part of these financial statements

Note 2017 2016
£000 £000

3 40,684 38,414
(14,806) (12,998)

25,878 25,416
(8,927) (9,113)
(6,300) (5,687)

4 10,651 10,616
5 (84) 175
10,567 10,791

8 (2,076) (2,188)
8,491 8,603

1,323 (2,091)

(251) 397

1,072 (1,694)

9,563 6,909
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Balance sheet

At 31 December 2017
Note 2017 2016
£000 £000 £000 £000
Fixed assets
Tangible assets 10 9,966 8,659
Retirement benefit pension surplus 16 3,196 1,104
13,162 9,763
Current assets .
Stocks 11 1,844 1,711
Debtors: Amounts falling due within one year 12 11,656 13,632
Cash at bank and in hand 17,541 . 18,153
31,041 33,496
Creditors: Amounts falling due within one year 13 (26,848) (26,839)
Net current assets 4,193 6,657
Total assets less current liabilities 17,355 16,420
Creditors: Amounts falling due after more than one year
: 14 @) (35)
Net assets 17,348 16,385
Capital and reserves
Called up share capital 15 5,580 5,580
Share premium account . 103 103
Profit and loss account : 11,665 10,702

Shareholders’ funds 17,348 16,385

These financial statements were approved by the board of directors on 5 September 2018 and were signed on its behalf
by:

A
AW Phillips
Director

Company number: 02985657

The notes on pages 12 to 28 form part of these financial statements

10
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Statement of changes in equity
For the year ended 31 December 2017

Share Share Profit and Total
capital premium loss account equity
£000 £000 £000 £000
Balance at 31 December 2015 5,580 103 10,793 16,476
Total comprehensive income for the year
Profit for the financial year - - 8,603 8,603
Other comprehensive charges:
Remeasurement of defined benefit assets and
liabilities - - (2,091) (2,091)
Related deferred tax - - 397 397
Other comprehensive charges for the year - - (1,694) (1,694)
Transactions with owners recorded directly in equity
Dividends paid - - (7,000) (7,000)
Total transactions with owners - - (7,000) (7,000)
Balance at 31 December 2016 and 1 January 2017
5,580 103 10,702 16,385
. Total comprehensive income for the year
Profit for the financial year - - 8,491 8,491
Other comprehensive income:
Remeasurement of defined benefit assets and
liabilities - - 1,323 1,323
Related deferred tax - - (251) (251)
Other comprehensive income for the year - - 1,072 1,072
Transactions with owners recorded directly in equity
Dividends paid - - (8,600) (8,600)
Total transactions with owners - - (8,600) (8,600)
Balance at 31 December 2017 5,580 103 11,665 17,348

The profit and loss account reserve represents net cumulative profits, net of dividends paid and other actuarial adjustments
relating to the defined benefit pension scheme.

The share premium account contains the premium arising on the issue of equity shares, net of issue expenses, less goodwill
previously written off through capital reconstruction prior to the transition to FRS 102.

The notes on pages 12 to 28 form part of these financial statements

11
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Notes

(forming part of the financial statements)

Accounting policies
Andrews Sykes Hire Limited (the “Company™) is a company limited by shares and incorporated and domiciled in the UK.

These financial statements have been prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102”) as issued in August 2014. The
amendments to FRS 102 issued in July 2015 have been applied. The presentation currency of these financial statements
is sterling. All amounts in the financial statements have been rounded to the nearest £1,000.

The Company’s immediate parent undertaking, Andrews Sykes Group plc, includes the Company in its consolidated
financial statements. The consolidated financial statements of Andrews Sykes Group plc are prepared in accordance with
International Financial Reporting Standards as adopted by the EU and are available to the public and may be obtained
from the Company’s registered address. In these financial statements, the Company is considered to be a qualifying entity
(for the purposes of this FRS) and has applied the exemptions available under FRS 102 in respect of the following
disclosures:

e Reconciliation of the number of shares outstanding from the beginning to end of the period;
¢ Cash Flow Statement and related notes; and
e Key Management Personnel compensation.

As the consolidated financial statements of Andrews Sykes Group plc include the equivalent disclosures, the Company
has also taken the exemptions under FRS 102 available in respect of the following disclosures:

e The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other Financial Instrument
Issues in respect of financial instruments not falling within the fair value accounting rules of Paragraph 36(4) of
Schedule 1.

The Company proposes to continue to adopt the reduced disclosure framework of FRS 102 in its next financial statements.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in
these financial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are discussed in note 2.

Change in accounting policy/prior period adjustments
There are no accounting policy or prior year adjustments in these financial statements.
Measurement convention

The financial statements are prepared on the historical cost basis. The following accounting policies have been applied
consistently in dealing with items which are considered material in relation to the company’s financial statements:

Going concern

The financial statements have been prepared on the assumption that the company is a going concern and will continue to
trade for at least 12 months following the date of approval of the financial statements based on the assessment made by
the directors in the strategic report; see going concern commentary on page 2 in the strategic report.

Related party transactions

The Company has taken advantage of the exemption available in FRS 102 not to disclose transactions between the
Company and its parent and 100% owned subsidiaries within the Andrews Sykes Group.
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Notes (continued)

Accounting policies (continued)
Tangible fixed assets

Tangible fixed assets are shown at cost less accumulated depreciation and any provision for impairment. The company -
assesses at each reporting date whether tangible fixed assets are impaired. Depreciation is provided on a straight line
basis, so as to write off the original cost, less estimated residual value, of tangible fixed assets over their estimated lives
as follows:

Short leasehold land and buiidings - over the period of the lease
Equipment for hire - 10% to 33%
Plant, machinery and vehicles - 7.5% to 33%

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change since
last annual reporting date in the pattern by which the company expects to consume an asset’s future economic benefits.

Stocks

Stocks are stated at the lower of cost and net realisable value. Cost is based on the actual purchase invoice price. Provision
is made for obsolete, slow moving or defective items calculated on a stock turnover basis where appropriate.

Basic financial instruments
Trade and other debtors/creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial recognition
they are measured at amortised cost using the effective interest method, less any impairment losses in the case of trade
debtors. Ifthe arrangement constitutes a financing transaction, for example if payment is deferred beyond normal business
terms, then it is measured at the present value of future payments discounted at a market rate of instrument for a similar
debt instrument.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the present value of future payments discounted at a market rate of
interest. Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost using the effective
interest method, less any impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits.

Other financial instruments

Financial instruments not considered to be basic financial instruments (Other financial instruments)

The Company does not currently hold any financial instruments that do not fall within the definition of basic financial
instruments.

Leased assets

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. All other leases are classified as operating leases.

Finance leases

Leased assets acquired by way of finance lease are stated on initial recognition at an amount equal to the lower of their
fair value and the present value of the minimum lease payments at inception of the lease, including any incremental costs
directly attributable to negotiating and arranging the lease. At initial recognition a finance lease liability is recognised
equal to the fair value of the leased asset or, if lower, the present value of the minimum lease payments. The present value
of the minimum lease payments is calculated using the interest rate implicit in the lease. Minimum lease payments are
apportioned between the finance charge and the reduction of the outstanding liability using the rate implicit in the lease.
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Notes (continued)

Accounting policies (continued)
Leased assets (continued)
Finance leases (continued)

The finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of interest
on the remaining balance of the liability. Contingent rents are charged as expenses in the periods in which they are
incurred.

The Company did not hold any assets that fall within the definition of finance leases during either the current or previous
financial years.

Operating leases

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and loss
account on a straight-line basis over the term of the lease unless the payments to the lessor are structured to increase in
line with expected general inflation; in which case the payments related to the structured increases are recognised as
incurred. Lease incentives in respect of leases entered into after the date of transition are recognised in profit and loss
over the term of the lease as an integral part of the total lease expense.

Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a result
of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be required to
settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the obligation at the
reporting date.

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within its
group, the company treats the guarantee contract as a contingent liability until such time as it becomes probable that the
company will be required to make a payment under the guarantee.

Impairment excluding stocks and deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss event
has occurred after the initial recognition of the asset, and that the loss event had a negative effect on the estimated future
cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its
carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. For financial instruments measured at cost less impairment an impairment is calculated as the difference
between its carrying amount and the best estimate of the amount that the Company would receive for the asset if it were
to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the unwinding of the
discount. Impairment losses are recognised in profit or loss. When a subsequent event causes the amount of impairment
loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than stocks and deferred tax assets, are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated. The recoverable amount of an asset or cash-generating unit is the greater of its
value in use and its fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are
grouped together into the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”).

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount.
Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are allocated to
reduce the carrying amounts of the other assets in the unit (group of units) on a pro rata basis.
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Accounting policies (continued)

Impairment excluding stocks and deferred tax assets (continued)

Non-financial assets (continued)

An impairment loss is reversed if and only if the reasons for the impairment have ceased to apply.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed only to the extent that the asset’s carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss
had been recognised.

Employee benefits
Defined contribution plans and other long term employee benefits

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions into a
separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for contributions to
defined contribution pension plans are recognised as an expense in the profit and loss account in the periods during which
services are rendered by employees.

Defined benefit scheme

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company’s net
obligation in respect of the defined benefit scheme is calculated by estimating the amount of future benefit that employees
have earned in return for their service in the current and prior periods; that benefit is discounted to determine its present
value. The fair value of any plan assets is deducted. The Company determines the net interest expense (income) on the
net defined benefit liability (asset) for the period by applying the discount rate as determined at the beginning of the
annual period to the net defined benefit liability (asset) taking account of changes arising as a result of contributions and
benefit payments.

The discount rate is the yield at the balance sheet date on AA credit rated bonds denominated in the currency of, and
having maturity dates approximating to the terms of the Company’s obligations. A valuation is performed at least
triennially and is updated at each balance sheet date by the directors based on advice received from/a qualified actuary
using the projected unit credit method. The Company recognises net defined benefit plan deficits in full and surpluses to
the extent that it is able to recover the surplus either through reduced contributions in the future or through refunds from
the plan.

Changes in the net defined benefit liability arising from the Scheme’s administration expenses, net interest on net defined
benefit liability, and the cost of plan introductions, benefit changes, curtailments and settlements during the year are
recognised in profit and loss account.

Re-measurement of the net defined benefit liability/asset is recognised in other comprehensive income in the period in
which it occurs.

Group defined benefit scheme

As disclosed in note 16, the group previously operated a defined benefit scheme for the majority of employees. This
scheme was closed to new entrants and all existing members became deferred members on 31 December 2002.

Certain of the Company’s employees are deferred members of the above defined benefit scheme. The Company is
participating member of the scheme and is therefore one of the entities legally responsible for the group wide scheme.
The net defined benefit cost of the plan is charged to participating member entities based upon the number of deferred
members employed and pensioners previously employed by each participating member.

Termination benefits

Termination benefits are recognised as an expense when the company is demonstrably committed, without realistic
possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal retirement date, or
to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Termination benefits for
voluntary redundancies are recognised as an expense if the company has made an offer of voluntary redundancy, it is
probably that the offer will be accepted, and the number of acceptances can be estimated reliably. If benefits are payable
more than 12 months after the reporting date, then they are discounted to their present value.
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Accounting policies (continued)
Turnover

Turnover represents the net amount receivable from external customers (excluding VAT) for the hire and sale of
environmental control products after deducting trade discounts. Turnover is recognised on despatch for the sale of goods
and, for hire items, over the period of hire.

Operating profit

Operating profit is defined as the profit for the period from continuing operations after all operating costs and income but
before interest receivable and payable and taxation. Operating profit is disclosed as a separate line on the face of the
income statement.

Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange rate ruling
at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary assets and
liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the
date of the transaction. Foreign exchange differences arising on translation are recognised in the profit and loss account.

Interest receivable and interest payable

Interest payable and similar charges include interest payable and finance related net foreign exchange losses that are
recognised in the profit and loss account (see foreign currency accounting policy).

Other interest receivable and similar income include interest receivable on funds invested and finance related net foreign
exchange gains.

Interest income and interest payable are recognised in profit or loss as they accrue, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the company’s right to receive payments is
established.

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss account
except to the extent that it relates to items recognised directly in equity or other comprehensive income, in which case it
is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments in
periods different from those in which they are recognised in the financial statements. The following timing differences are
not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and when
all conditions for retaining the tax allowances have been met; and differences relating to short term timing differences to the
extent that it is probable that they will reverse in the foreseeable future and the reporting entity is able to control the reversal
of the timing difference. Deferred tax is not recognised on permanent differences arising because certain types of income or
expense are non-taxable or are disallowable for tax or because certain tax charges or allowances are greater or smaller than
the corresponding income or expense.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will be |
recovered against the reversal of deferred tax liabilities or other future taxable profits.
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Judgements in applying accounting policies and key sources of estimation uncertainty

When preparing these financial statements, the directors have had to make judgements, estimates and assumptions that
effect the application of policies and reported amounts of assets, liabilities, income and expenses.

The estimates and associated assumptions are based on historic experiences and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the judgements about carrying
values of assets and liabilities and are not readily apparent from other sources. Actual results may differ from these
estimates. The judgements, estimates and assumptions which have a significant risk of causing a material adjustment to
the carrying amount of assets and liabilities are:

Pension scheme assumptions and mortality tables

As set out in note 16, the carrying value of the defined benefit pension scheme is calculated using actuarial valuations.
These valuations are based on assumptions including the selection of the most appropriate mortality table for the profile
of the members in the scheme and the financial assumptions concerning discount rates and inflation. All these are
estimates of future events and are therefore uncertain. The choices are based on advice received from the scheme actuaries
that are checked from time to time with benchmark surveys. Sensitivity analysis regarding assumptions concerning
longevity, discount rates and inflation is provided in note 16.

When assessing the appropriateness of the recognition of a surplus, the directors have considered the guidance in FRS
102 and have concluded that it is appropriate to recognise the asset in the financial statements as the directors are satisfied
that the surplus can be recovered through reduced contributions or refunds from the plan in the future.

Segmental analysis

The company’s turnover and operating profit derive from its principal activities, the hire, sale and service of a range of
equipment including portable heating, air conditioning, drying, ventilation and pumps originating within the United
Kingdom.

The company’s turnover can be analysed as follows:

2017 2016

£000 £000

Hire 36,759 35,238
Sales, service and installation 3,925 3,176
40,684 38,414

The company’s integrated nature does not permit a meaningful analysis of profit before interest and tax or net assets by
the above product groups.

The geographical analysis of turnover by destination is as follows:

2017 2016

£000 £000

United Kingdom 40,058 37,621
Rest of Europe 418 : 737
Rest of world 208 56
40,684 - 38,414
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Operating profit
2017 2016
£000 £000
Operating profit is stated after charging/(crediting):
Depreciation of tangible fixed assets:

Owned 3,065 2,687
Leased 28 21
Profit on sale of tangible fixed assets - ’ (445) (334)
Operating lease rentals 2,130 2,201

Auditor’s remuneration:
Fees payable to the company’s auditor in respect of the audit of the company’s financial statements 35 34

The company has taken advantage of the exemption not to disclose amounts pai‘d for non-audit services as these are
disclosed on the group accounts of the parent company.

Net interest (payable)/receivable

2017 2016
£000 £000
Interest receivable and similar income
Interest receivable from other group companies 50 48
Bank interest 34 191
Net defined benefit pension scheme interest (note 16) 40 100
124 339
Interest payable and similar charges
Interest payable to group companies 207) (164)
Other interest payable 1) -
(208) (164)
Net interest (payable)/receivable (84) 175

Staff numbers and costs
The average number of persons employed by the company (including directors) during the year was as follows:

Number of employees

2017 2016

Sales and distribution 132 130
Engineers 93 91
Managers and administration 91 90
316 311
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Staff numbers and costs (continued)

The aggregate payroll costs of these persons were as follows:

2017 2016
£000 £000
Wages and salaries 11,157 11,130
Social security costs 1,139 1,158
- Other pcnsion costs (see note 16) oo ] 245 292
12,541 12,580
Directors’ remuneration
The total amount paid by the company in respect of directors’ remuneration is analysed as follows:
2017 2016
£000 £000
Emoluments as executive of the company:
Emoluments 334 325
Company contributions to money purchase schemes 29 29
363 354

The emoluments of the directors who are also directors of Andrews Sykes Group plc are disclosed in that company’s
financial statements and are not included above.

" Pension retirement benefits accrued to 1 director during the financial year (2076: 1) in respect of qualifying services in
the Andrews Sykes Group plc defined benefit pension scheme.

Taxation

Analysis of charge for the year

2017 2016
£000 £000 £000 £000
UK corporation tax and group relief
Current tax on income for the year 1,963 2,198
Adjustments in respect of prior years 89) (131)
Total current tax 1,874 2,067
Deferred tax
Origination and reversal of timing differences 144 26
Effect of change in rate of corporation tax ) -
Adjustments in respect of previous years 60 95
Total deferred tax charge (note 12) 202 121

Tax charge on profit on ordinary activities 2,076 2,188
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Taxation (continued)
Factors affecting the tax charge for the current year

The current tax charge for the year differs from that resulting by applying the effective standard rate of corporation tax in
the UK of 19.25% (2016: 20.00%). The differences are explained below:

2017 2016

£000 £000
Total tax reconciliation o
Profit on ordinary activities before tax 10,567 10,791
Tax at 19.25% (2016: 20.00%) 2,034 2,158
Effects of:
Expenses not deductible for tax purposes . 73 66
Effect of change in rate of corporation tax 2) -
Adjustment to corporation tax and group relief in respect of previous years (89) (131)
Adjustment to deferred tax in respect of previous years 60 95
Total tax charge (see above) 2,076 2,188

Factors that may affect future tax charges

A reduction in the UK corporation tax rate from 19% to 17% (effective from 1 April 2020) was substantively enacted
on 6 September 2016 and received Royal Assent on 15 September 2016. This reduction should further reduce the
company’s future current tax charge.

Dividends
2017 2016
£000 £000
Interim dividends of £1.54122 per share (20/6: £1.2545) declared and paid during the current year 8,600 7,000
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Tangible fixed assets

Short Plant,
leasehold land Equipment machinery
and buildings for hire  and vehicles Total
£000 £000 £000 £000
Cost
At beginning of year 528 33,725 4,275 38,528
Additions - 3,826 670 4,496
Inter-company additions - 123 - 123
Disposals %4 (2,685) (352) (3,131)
At end of year 434 34,989 4,593 40,016
Depreciation
At beginning of year 381 26,364 3,124 29,869
Charge for year 20 2,596 477 3,093
Inter-company additions - 37 - 37
External disposals 67) (2,550) (332) (2,949)
At end of year 334 26,447 3,269 30,050
Net book value
At 31 December 2017 100 8,542 1,324 9,966
At 31 December 2016 147 7,361 1,151 8,659

The net book value of tangible fixed assets includes an amount of £35,000 (20/6: £63,000) in respect of assets held
under finance lease and hire purchase contracts. The related depreciation charged on these assets during the year was
£28,000 (2016: £21,000).

Stocks
2017 2016
£000 £000
Finished goods and goods for resale 1,844 1,711

There is no material difference between the balance sheet value of stocks and their replacement cost.

The cost of stock recognised as an expense in the year was £6,691,000 (2016: £5,785,000) and the net release in the profit
and loss account for net realisable value provisions was £52,000 (2016: charge of £89,000).

Debtors: Amounts falling due within one year

2017 2016

£000 £000

Trade debtors 6,592 8,152
Amounts owed by group undertakings 3,086 3,621
Prepayments and accrued income 1,208 1,034
Deferred tax asset 245 698
Other debtors 525 127
11,656 13,632

All inter-company loans are due on demand. Interest is charged on all inter-company loans at commercial rates of
interest.
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Debtors: Amounts falling due within one year (continued)

The deferred taxation asset is analysed as follows:

© 2017 2016
£000 £000
Tax written down value of plant and equipment in excess of the financial statements written down
value ) ) ‘ ] ) . ) 282 277
Other short term timing differences 570 631
Pension scheme surplus (607) (210)
245 698
The movement in the deferred tax asset during the financial year is as follows:
£000
At start of year at 19% 698
Profit and loss account charge (note 8) (202)
Deferred tax attributable to pension asset and liability adjustments posted to other comprehensive income (251)
At end of year 19% 245

<

A deferred tax asset has been recognised as the directors consider that there will be sufficient taxable profits generated by
the company in the next 12 months to ensure its recovery. It has been calculated using the rates expected to apply when

the timing differences reverse in accordance with FRS 102.
There was no unprovided deferred tax at the end of either year.

Creditors: Amounts falling due within one year

2017 2016

£000 £000

Obligations under finance lease and hire purchase controls 28 28

Trade creditors 2,569 2,365

Amounts owed to group undertakings 17,491 17,000

Other creditors: '

UK corporation tax and group relief 2,103 2,338 .

Other taxes and social security 983 1,064

Other creditors 413 397

Accruals and deferred income 3,261 3,647

26,848 26,839

All inter-company loans are due on demand. Interest is charged on all inter-company loans at commercial rates of interest.
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Creditors: Amounts falling due after more than one year

2017 2016

£000 £000

Obligations under finance lease and hire purchase contracts 7 35
Maturity of total obligations under finance lease and hire purchase contracts; o

Within one year 28 28

In more than one year but not more than two years 7 28

In more than two years but not more than five years - 7

35 63

Obligations under finance lease and hire purchase contracts are secured on the assets to which they relate.

Called up share capital

2017 2016
£000 £000
Called up, allotted and fully paid:
5,580,002 ordinary shares of £1 each 5,580 5,580

Retirement benefit obligations

Defined contribution scheme .

The company operates the Andrews Sykes Stakeholder Pension Plan, to which the majority of UK employees are eligible.
Both the employer and employee contributions vary, generally based upon the individual’s length of service with the
company.

The company has adopted the requirements of auto enrolment for all eligible UK employees. Until 1 October 2017,
employee and employer contributions were made at the rate of 1% each of pensionable salary. These contributions
increased on 1 October 2017 to 3% for employees and 2% for the employer and they will further increase on 1 October
2018 to 5% and 3% respectively.

Contributions for both existing members and members that have been auto enrolled are made to the same scheme. The
employer’s contribution rates vary from 1% to 15%, the current average being 2.2% (2016: 2.2%). The current period
charge in the income statement amounted to £245,000 (2016: £292,000).

Defined benefit pension scheme

The company is a participating member of the group defined benefit (DB) scheme. The DB Scheme is established under
trust law and complies with the Pension Scheme Act 1993, Pensions Act 1995, Pensions Act 2004, Pensions Act 2014
and all other relevant UK legislation. Pension assets are held in separate trustee administered funds which have equal
pension rights with respect to members of either sex in so far as this is required by current legislation.

The DB Scheme was closed to new members on 29 December 2002 and over recent years the group has taken steps to
manage the ongoing risks associated with its defined benefit liabilities.

As at 31 December 2017, the group had a net defined benefit pension scheme surplus, calculated in accordance with FRS
102 using the assumptions as set out below, of £3,364,000 (2076: £1,161,000). A qualified actuary has split this surplus
between participating members based on the average number of deferred members employed and pensioners previously
employed by each participating member. The Company’s share of this surplus on this basis is £3,196,000 (20/6:
£1,104,000) and this asset has been recognised in these financial statements as the directors are satisfied that it is
recoverable through either reduced future contributions or refunds from the plan.

Following the triennial recalculation of the funding deficit as at 31 December 2016, a revised schedule of contributions
and recovery plan was agreed with the pension scheme trustees in October 2017. In accordance with this schedule of
contributions, which was backdated to be effective from 1 January 2017, the group made additional contributions during
2017 to remove the funding deficit in the group scheme calculated as at 31 December 2016 of £710,000 and this was
eliminated by the year end.
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Retirement benefit obligations (continued)

Throughout 2017, the group continued to make a contribution towards expenses of £10,000 per month and this will
continue until the next formal schedule of contributions is agreed with the pension scheme trustees. The group made total
pension contributions ot £920,000 during 2017 which comprise: (i) contributions of £710,000 to eliminate the funding
deficit as at 31 December 2016; (ii) contributions of £120,000 towards expenses; and (iii) additional voluntary pension
contributions of £30,000 per month for the three months from January to March 2017. These additional voluntary pension
contributions have now ceased.

The next formal triennial funding valuation is due as at 31 December 2019. The Group currently expects to make pension
contributions of £120,000 during 2018 in accordance with the current schedule of contributions.

Principal risks
The following table summarises the principal risks associated with the group’s DB Scheme:

Investment risk | The present value of defined benefit liabilities is calculated using a discount rate set by reference
to high-quality corporate bond yields. If scheme assets underperform corporate bonds, this will
create a deficit.

Interest rate risk | A fall in bond yields would increase the value of the liabilities. This would be only partially offset
by an increase in the value of bond investments held.

Inflation risk An increase in inflation would increase the value of pension liabilities. The assets would be
expected to also increase, to the extent that they are linked to inflation, but this would not be
expected to fully match the increase in liabilities.

Longevity risk The present value of the defined benefit liabilities is calculated having regards to a best estimate of
the mortality of scheme members. If members live longer than this mortality assumption, this will
increase the liabilities.

Assumptions

A qualified independent actuary has updated the results of the 2016 full actuarial valuation to calculate the position as
disclosed below. The 2016 comparatives are based on the 2013 full actuarial valuation.

The major assumptions used in this valuation to determine the present value of the scheme’s liabilities were as follows:

2017 2016
Rate of increase in pensionable salaries n/a n/a
Rate of increase in pensions in payment 3.1% 3.3%
Discount rate applied to scheme liabilities 2.5% 2.7%
Inflation assumption:
RPI , 3.1% 3.3%
CPI for the first 6 years 2.1% 2.3%
CPI after the first 6 years 2.1% 2.3%
Percentage of deferred members taking maximum tax free lump sum on retirement 75.0% 90.0%

From 1 January 2011, the government amended the basis for statutory increases to deferred pensions and pensions in
payment. Such increases are now based on inflation measured by the Consumer Price Index (CPI) rather than the Retail
Price Index (RPI). Having reviewed the scheme rules and considered the impact of the change on this pension scheme,
the directors consider that future increases to all deferred pensions and Guaranteed Minimum Pensions accrued between
6 April 1988 and 5 April 1997 and currently in payment will be based on CPI rather than RPI. Accordingly, this
assumption was adopted as at 31 December 2010 and subsequently.

Assumptions regarding future mortality experience are set based on advice in accordance with published statistics. The
current mortality table used is 110% S2NA CMI2016 (2016: 110% S2NA CMI12015) with a 1.25% per annum long-term
improvement rate for both males and females (2016: 1% for both males and females). The assumed average life
expectancy of a pensioner retiring at the age of 65 given by the above tables is as follows:

2017 2016

Years Years

Male, current age 45 22.9 22.6
Female, current age 45 25.0 249
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Retirement benefit obligations (continued)

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions which,
due to the timescales covered, may not necessarily be borne out in practice. The expected return on plan assets is based
on market expectation at the beginning of the period for returns over the entire life of the benefit obligation.

Valuations

The proportion of the fair value of the schemes assets, which are not intended to be realised in the short term and may be
subject to signiticant change betore they are realised and the proportion of the present value of the scheme’s liabilities,
which are derived from cash flow projections over long periods and are inherently uncertain, attributable to the Company
were as stated below:

2017 2016
£000 £000
UK equities 16,270 14,261
Corporate bonds ) 17,898 17,884
Gilts . 9,017 8,804
Cash 189 251
Total market value of assets . 43,374 41,200
Present value of scheme liabilities calculated in accordance with stated
assumptions ) (40,178) (40,096)
Surplus in the scheme calculated in accordance with stated
assumptions 3,196 1,104

The movement in the market value of the Company’s proportion of the scheme’s assets over the year is as follows:

2017 2016

£000 £000

Market value of plan assets at start of year 41,200 35,849

Administration expenses charged in the profit and loss account (143) (116)

Expected return on plan assets (interest income) 1,101 : 1,314

Actuarial gains and losses recognised in other comprehensive income 1,946 4,680
Employer contributions:

Normal 872 888

Benefits paid (1,602) (1,415)

Market value of plan assets at end of year 43,374 41,200
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Retirement benefit obligations (continued)

Valuations (continued)

The above pension scheme assets do not include any investments in the parent company’s own shares or property occupied

by the Company or its subsidiaries.

The movement in the Company’s proportion of the present value of the scheme’s defined benefit liabilities during the

year is as follows:

2016

2017
£000 £000
Present value of scheme liabilities at beginning of year 40,096 33,526
Interest on scheme liabilities 1,061 1,214
Actuarial loss recognised in other comprehensive income 623 6,771
Benefits paid (1,602) (1,415)
Present value of scheme liabilities at end of year 40,178 40,096

Profit and loss account impact

There are no amounts chargeable in respect of either current or past service cost as the scheme is closed to future accrual.

The following amohnts have been included in the profit and loss account:

2017 2016

£000 £000
Expected return on pension scheme assets (interest income) 1,101 1,314
Interest on pension scheme liabilities (1,061) (1,214)
Net pension scheme interest income (note 5) 40 100
Administrative expenses (143) (116)

(103) (16)
Amounts recognised in other comprehensive income
The amounts included in other comprehensive income were:

2017 2016

£000 £000
Actual return less expected return (interest income) on scheme assets 1,946 4,680
Experience gains and losses arising on scheme liabilities 152 -
Changes in assumptions underlying the present value of scheme liabilities (775) (6,771)
Actuarial gain/(loss) recognised in other comprehensive income 1,323 (2,091)
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Retirement benefit obligations (continued)

Key assumptions — sensitivity analysis
The key assumptions used to calculate the scheme’s liabilities are longevity, discount rate and the inflation assumptions
(RPI and CPI).

If the average actual longevity from the age of 65 years is one year greater than that assumed, the Company’s share of
the total pension scheme liabilities would increase by approximately £1,889,000 (2016: £1,729,000). If the actual
longevity is one year less than that assumed, the pension scheme liabilities would reduce by a similar amount.

A 0.1% increase in the discount rate applied to the scheme liabilities and a 0.1% increase in the inflation assumptions
would reduce/increase the present value of the Company’s share of the defined benefit obligation by approximately
£588,000 (2016: £603,000) and £445,000 (2016: £493,000) respectively. A 0.1% decrease in these assumptions would
increase/reduce the present value of the defined benefit obligation by a similar amount.

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions constant. In
practice, this is unlikely to occur and changes in some of the assumptions may be correlated. No allowance has been
made for any change in assets that might arise under any of the scenarios set out above. When calculating the sensitivity
of the defined benefit obligation to significant assumptions, the same method has been applied as when calculating the
pension liability recognised within the consolidated balance sheet.

The sensitivities shown are just one possible outcome and should not be taken as an indication of the likelihood of a
change occurring in the future. Economic markets are volatile and market metrics used to derive the discount rate and
price inflation assumptions could increase or decrease in the future, by more or less than the change set out.

This methodology is unchanged from last year’s disclosures.
Operating leases

Commitments under non-cancellable operating lease agreements are payable as follows:

2017 2016
£000 £000
Less than one year : 1,846 1,882
Between two and five years 4,280 4,189
More than five years 2,701 2,638
8,827 8,709

Capital commitments and contingencies
There were no outstanding capital commitments or contingencies at either 31 December 2017 or 31 December 2016.
Related party transactions

During the year, the company transacted in the normal course of business with London Securities plc, a related party by
way of ultimate shareholding. Aggregate details of these transactions, together with the amounts outstanding at the
balance sheet date are set out below:

2017 2016

£ £

Purchases from London Securities plc 11,030 -
Amounts owed to London Securities plc 2,070 -

The Company transacted in the normal course of business with Sweepax Pumps Limited, a company 50% owned by
Andrews Sykes Group plc:

2017 2016

£ £

Royalty income due to Sweepax Pumps Limited - 974
Amounts owed by the Company to Sweepax Pumps Limited 46,840 46,840
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Notes (continued)

Controlling parties
The company is a subsidiary undertaking of Andrews Sykes Group plc, a company registered in England and Wales.

The only UK group in which the results of Andrews Sykes Hire Limited are consolidated is that headed by Andrews
Sykes Group plc, whose registered office is:

St David’s Court
Union Street
Wolverhampton - -
WV13JE

As at 5 September 2018, EOI SYKES Sarl, which is incorporated in Luxembourg, held 86.25% of the ordinary share
capital of Andrews Sykes Group plc and is therefore that company’s immediate parent company. The ultimate holding

. company is the Tristar Corporation, a company incorporated in The Republic of Panama. The Tristar Corporation is

held jointly, in equal proportions, by the Ariane Trust and the Eden Trust and controlled by the trustees of these trusts
through a Trustees’ Committee. The directors therefore consider that the trustees of the Ariane and Eden Trusts are the
ultimate controlling parties of the company. '
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