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STRATEGIC REPORT

The directors present their annual strategic report for the year ended 31 December 2018. . o
BUSINESS REVIEW AND PRINCIPAL ACTIVITIES | ' '

Prmclpal activities

The principal activity of the company is to develop, manufacture market and sell propnetary motion control systems ‘
containing silicon-controlled semiconductors prmclpally for use in the automotive industry. |

The directors are not aware, at the date of this report, of any likely changes in the company’s activities in the forthcoming - R
year. ‘ C . : ' : : .

Busmess review

In the year ended 31 December 2018, tumover increased by 21.3% whlch was mainly attributable to the start of a major

" new contract

The company has tested the goodwill, property, plant and equipment and other intangible assets for impairment. The recoverable
amount of the assets is deemed to be less than the carrying value and resulted i in a £3,000,000 asset impairment.

The company’s cash position has remained stable during the year.

. KEY PERFORMANCE INDICATORS

The management of the business use a range of performance indicators, both financial and non-financial, to measure the
delivery of the company’s strategic objectives. The KPIs are used by management to compare actual performance during
the-financial period, and the latest monthly forecasts against the annual budgeted targets. The KPIs, both financial and
non-financial, are set out below: :

Fmanclal

Gross profit margin (%)

Sale of goods (£000)

Inventory turns (number of turns)
Days payable outstanding (days)

The KPI information for 2018 and 2017 against target is set out below:

Financial - . - 4 “ Target 2018 2017
Gross proﬁt margln : , ' . . 15% - 27% L 719%
Revenue - sale of goods (noted4) - - . 21,500 22,583 18,339
Inventory turns - . 90 . 9.6 - ‘ 10.0

Days payable outstanding - : o 50 31 YA

The results against our financial KPI’s were not at target. Lower than expected sales with our customer ZF due to lower
demand, and lower production yield than plan, impacted revenue and profit for the year.



STRATEGIC REPORT (continued)

PRINCIPAL RISKS AND UNCERTAINTIES
The management of the business and the execution of the.company’s strategy are subject to a number of risks.

The key business risks and uncertainties affecting the company are considered to be foreign exchange nsk, credlt rnsk,
liquidity risk, competition risk and impact of leaving the European Union.

Foreign exchange risk

The company’s act1v1t1es expose it to a number of financial risks of changes in foreign currencies, particularly with respect
t6 the Euro and US Dollar. Currency fluctuations are managed by matching the selling currency wnth the purchasmg
currericy where possible.

Credit risk

The company has implemented policiés that require appropriate credit checks on potential customers before sales are
made. -The amount of exposure to any individual counterparty is contmually monitored in line with the company’s credit
control procedures._

quuldlty risk .

The company is a subsndlary in the KSR International Co: group and is principally furided by intra- -group borrowmgs to
ensure it has sufficient available funds for operations. .

Competition risk :

The company continues to invest significantly in research and development to bring new products to the market which
enhance performance and improve energy efficiency response to the increasing competitive environment.

Impact of the United ngdom leaving the European Union

The ongoing negotiations between the United Kingdom and the European Union may cause price volatility and exchange
fluctuations. However to minimise the risks we have contacted and are working closely with key European suppliers and
- also increased certain material stock levels

FUTURE STRATEGY AND DEVELOPMENT

The existing business w1th key customers for EPS and EHPS systems contmues and there are several new projects in
discussion with these custoriiers. There are several new EHPS projects for different OEMs with both low and high volume
projects. .

Key business for KSR Electronic Systems are powér modules. KSR has capaclty to manufacture over two mllllon transfer
mou]ded power modules a year and has core 1P and si gmf tcant manufacturmg experiénce. The demand for power modules
is increasing rapldly and there are several programmes in the pipeline with global OEM’s;

The key focus of KSR will continue to be MOSFE’I‘ and IGBT modules EPS and EHPS ECUs as weII as electromcs for
brushless DC motors.

There are two major new projects in development which include new-MOSFET power modules as well as motor control
E CUs The potenual start of production for'these projects will be ~2021.

KSR is partnering with OEM’s that have strategies for developing and manufacturing Boost Recuperation Machine’s
with potential SOP from 2021 onwards which is a key part of the technology used in hybrid drive cars,

Approved by the Board of Directors
and signed on behal of the Board

E Kanters
Diréctor

Daté: §-3ﬁg w\k’\ 7)0‘;_. &-Olol 4‘
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DIRECTORS’ REPORT

The directors pr’esent their annual report and the audited financial statements'for the year ended 31 December 2018.

Disclosures required by s416 (4) which has been elevated to the strategic report on page 3:
e  Financial risk managément
o  Future stratergy and development;

RESULTS AND DIVIDENDS

The company s loss after taxation for the ﬁnancral year amounted to £6,274,354 (2017: loss after taxation of £2,464,000).
The directors do not recommend the payment ofa dividend (2017: £nil).

GOING CONCERN

After makmg enquiries, the directors have a reasonable expectation that the company has adequate resources to continue . ,

in operational existence for the foreseeable future In making their assessment of going concern, the directors have
considered the company’s forecasts and prOJectlons and the net-current llablllty position of theé company at the year-end.
As this net current liabilily position is mainly driven by the amounts due to group undertakings, the directors have obtained
confirmation from KSR International Co. (ULC) that the mter-company liabilities will not be called for répayment within
thc next 12 months from the signing of the December 2018 Fmanclal Statements unless the company is able to fulﬁ] all

Limited and its subsidiaries ﬁnancrally, for the next ]2 months

DIRECTORS
-The dlrectors of the company, who served throughout the financial ycar and subsequently, are as shown on page 1.

DIRECTORS’ lNDEMNlTY INSURANCE
Directors’ indemnity i insurance is provided with the cost incurred by KSR hlcctromc Systems Limited.

RESEARCH AND DEVELOPMENT ' .
The research and development policies are disclosed in the accounting poltcnes on page 15.

SUBSEQUENT EVENTS NOTE
The following Non Adjusting event a repayment and termination of the revolving overdrafi facility thh Wells Fargo facilitated
by a £3,275,000 additional loan for the same value from KSR [nternauonal Corp-on the 31 March 2019.

On review of post year end tradmg management have 1dent|ﬁed that the actual performance is below forecast as a result
of worseriing market conditions i in 2019, that the Directors couild not have foreseen at the balance sheet date. As a result
of this there is eviderice of further lmparrment in the current year of the PPE and Intangible asset balances held at the
reporting date. :

AUDITOR

In the case of each of the persons who are dnrectors of the company at the date when this rcport is approved:

. so far as each of the directors is aware, there is no relevant audit information of which the company s auditor is
unaware; and

° each of the directors 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 mformatlon

Thts confirmation is glven and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006.

Deloitte LLP have indicated their willingness to continue in'office as the company’s auditor and a resolution for their
reappointment will be proposed at the forthcoming Annual General Meeting.

Approved by the Board of Dircctors
and sigried on behalf of thie B - ard

E Kanters

e mLm 2) wt”]



DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are respons1ble for preparing the Annual Report and the ﬁnanc1al statements in accordance w1th applicable
law and regulations. :

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with International Financial Reporting Standards (IFRSs)
as adopted by the European Union. 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, Intematlonal Accountmg Standard 1 requires that
directors:

. properly selectand apply accounting policies;

. present information, including accounting pohcnes in'a manner that provrdes relevant rehable comparable and"
understandable information;
. provide additional disclosures when compliance with the specific requirements in IFRSs are msufﬁc1ent to enable

users to understand the impact of particular transactions, other events and conditions on the’ entlty s financial
position and financial performance and . . -
e °  make an assessment of the company’s ab111ty to contlnue asa going concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable-them to ensure that the financial statements comply with the Companies Act 2006. They are‘also responsible for
safeguarding the assets of the company and hence for takmg reasonable steps for the preventron and detection of fraud
and other irregularities.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBER'’S OF
KSR ELECTRONIC SYSTEMS LIMITED ‘

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of KSR Electronic Systems Limited (the company ):
e give a true and fair view of the state of the company s affairs as at 31 December 2018 and of its loss for the
. year then ended; ’ |
e have been properly prepared in accordance with International Financial Reportmg Standards (IFRSs) as
adopted by the European Union; and
e have been prepared in accordance with the requlrements of the Companies Act 2006

We have audited the financial statements of KSR Electromc Systems Limited (the * company ’) which compnse
- e the statement of comprehensive income;’ , , ‘ ;
the statement of changes in equity; _ A ’ ’ ;
the statement of financial position; . o ' . |
the statement of cash flows; and o : \
* the related notes 1 to 26.. ‘ ’ ‘

The financial reporting framework that has been applied in their preparation is applicable law and International Financial '
Reporting Standards (IFRSs) as adopted by the European Union.

Basis for opinion

We conducted our audit in accordance w1th International Standards on Audltmg (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 requ1rements 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 requnrements We believe that the audit ev1dence we have obtained is sufficient
and appropriate to provide a-basis for our opmlon '

Conclusions relatmg to going concern
We are required by ISAs (UK) to report in respect of the followmg matters where: ;
¢ - the directors’ use of the going concern basis of accounting in preparation of the financial statements 18 not
appropriate; or :
e the directors have not disclosed in the ﬁnan01al 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.

We have nothing to feport in respect of these matters.

Other mformatlon

The directors are responsible for the other mformatlon The other information comprlses 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 requnred to report that fact.

We have nothing to report in respect of these matters.



' INDEPENDENT AUDITOR’S REPORT TO THE MEMBER OF
KSR ELECTRONIC SYSTEMS LIMITED (continued)

Responsibilities of directors

As explained more fully in the directors’ respon51b1httes statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine is necessary to enable the preparatlon of financial statements that are free from material misstatement, whether
due to fraud or error.- - .

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do
50.

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 ertor 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 ﬁnancnal statements is located on the Financial Reportmg
" Council’s websne at: www.frc.org.uk/auditorsresponsibilities. This descrlptlon forms part of our auditor’s report.

Report on other legal and regulatory requirements

Opmlons on other matters prescribed by the Companies Act 2006
,In our opinion, based on the work undertaken in the ¢ourse of the audit:
o the inforination given in the strategtc report and the directors’ report for the financial year for whlch the
financial statements are prepared is consistent with the financial statements; and
¢ the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements. .

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 any material misstatements in the strategic report or the dlrectors report:

Matters on which we are required to report by exceptlon
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:
¢ adequate accounting records have not been kept, or réeturns adequate for our audit have not been received from
branches not visited by us; or '
o 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
we have not received all the information and explanations we require for our audit,

We have nothing to report in respect of these matters.

Use of our report :

This report is made solely to the company’s member 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 member those matters we are required to
state to it 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 member, for our audit work, for this repoit,
or for the opinions we have formed. : .

David Hedditch (Senior statutory auditor)
for and on behalf of Deloitte LLP
Statutory Auditor

Cardiff, United Kingdom .



STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2018

Revenue
Cost of sales

GROSS PROFIT

Other operating income
Administrative expenses — other

Administrative expenses — impairment of fixed assets _

- QPERATING LOSS
Finance'costs :

LOSS BEFORE TAXATION
Tax charge oﬁ loss

. LOSS FOR THE FINANCIAL‘YEAR

KSR ELECTRONIC SYSTEMS LIMITED

Note

"Other comprehenswe income for the year attnbutable to the owners of the

company

- TOTAL COMPREHENSIVE EXPENSE"

" All amounts derive from continuing operations.

" 2018

2017

- £7000 £2000
23218 19,133
@238 (17,662)

637 1,471
Y9, 132
(3,929). (4,010)
(3,000) ! -

© (6,200) (2,407)

(74) 7

(6274 . (2,464)

. (6.274) (2,464) .
(6,274) (2,464)




STATEMENT OF CHANGES IN EQUITY
- Year ended 31 December 2018

‘Balance at 31 December 2016

Profit (Loss) and comprehensive income for the year

Transfer between reserves

N
-

:Ba'lance at 31 December 2017. .
“Profit (Loss) and comprehensive income for the year
Transfer between reserves

Balance at 31 December 2018

1

KSR ELECTRONIC SYSTEMS LIMITED

Share - Retained  Fair value |
capital earnings - reserve Total
£°000 -£2000 £000 £000
2 1,320 979 2,303
; (2,464) . (2,464)
. 391 (391) ‘ )
2 (153) . 588 (163)
(6,274) ‘ - (6,274)
: 588 © (588) .
2 (6,437) ; . (6,435)




"KSR ELECTRONIC SYSTEMS LIMITED

STATEMENT OF FINANCIAL POSIT[ON
As at 31 December 2018 .

2018 2017

_ Note £000  £000
NON-CURRENT ASSETS . : : Co
'.lntanglble assets S . ' 9 - 247 504
Property, plant and equlpment : P , 1o ' 954 4,720
' T . 1201 - - 5224
" CURRENT ASSETS . o , ‘
Inventories . : S 12 2,345 . - 1,758
. Trade and other recelvables : . 1“4 - 2n7 3,345
Cash and bank balances . o ’ 15 ) 936 1-'127
5998 6230
TOTAL ASSETS S 7,199 '11454
CURRENT LIABILITIES _ , A
Trade and other payables . 17 . (13 634)_ (11 617)
NET CURRENT LIABILITIES . | - ) R (7 636) ’ (5 387)
NET LIABILITIES ° A . b' (6,435) I (163)
EQUITY o * : o .
Share capital . " 18 . 2 2
Retamed eammgs : ' : 18 (6,437) (753)
Fair value reserve ’ 18 - ' = ) 588 .
. TOTAL '(DEC:IFIT) A _ _ S 6 (163)

The-financial statcmcnts of KSR Electronic Systems lelted registered number 03648720 were approved by the Board

of" Dlrectors and authorlsed for issue on - 3
. O sg 0" bor
m, 20
Signed on behaifof the »Board_ of Directors . i A ‘c.'

‘ E Kanters
Director

10

JOSS: SRV SR RE LI



KSR ELECTRONIC SYSTEMS LIMITED

STATEMENT OF CASH FLOWS
Year ended 31 December 2018~

NET CASH (OUTFLOW) FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES _
. Purchase of property, plant and equipment

NET CASH FROM INVESTING ACTIVITIES . :

~ NET (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR |

CASH AND CASH EQUIVALENTS AT END OF YEAR

Note
20

10 .

20 -

2018 2017
£7000 £000
(318) (332) -
G73) (120)
(373) 20)
691) (452)
(1,746) (1,294)
@437 - (1,746) -

I



KSR ELECTRONIC SYSTEMS LIMITED -

NOTES TO THE FINANCIAL STATEMENTS.
Year ended 31.December 2018

1.

GENERAL INFORMATION

KSR Electronic Systems Limited (the Company is a prlvate company limited by shares incorporated in the United
Kingdom and registered in England and Wales under the Companies Act 2006. The address of the registered

- .office is given on page 1. The nature of the company’s operations and its principal activities are set out in the

strategic report on page 2., These financial statements are presented in pounds sterhng because that is the currency
of the primary economic environment in which the company operates. - ;

SIGNIFICANT ACCOUNTING POLICIES
Basis of accounting‘

The financial statements have been prepared in accordance with International Financial Reporting Standards
(IFRSs). The fmancral statements have also been preparéd in accordance with IFRSs adopted by the European
Union. .

The financial statements have been prepared on the h1stor1cal cost basis. Hlstoncal cost 1s generally based on the
fair value of the consideration given in exchange for goods and services.

The prmcrpal accounting policies are set out below and have been applied in both the current and prior financial
year.

Adoption of new and revised standards

" At the daté of authorisation of these financial statements, the group has applied all of the following new and

revised IFRSs that have been issued: .
IFRS 9 Financial Instruments r(now applied and effective from 1 January 2018)

In the current year, the company has applied IFRS 9 Financial Instruments. The directors of the company reviewed
and assessed the company’s existing financial assets as at 1 January 2018 based on the facts and circumstances
that existed at that date and concluded that the initial application of IFRS 9 has had no significant impact on the
classification and measurement of the company’s financial liabilities. The application of the IFRS 9 impairment
requirements has resulted in additional loss allowance of nil to be recognised in year ended 31 December 2018. If
the prior year comparatives were re-stated under IFRS 9, the increase in the loss allowance would be nil. Therefore
prior year comparatives have not been restated. :

IFRS 15 Revenue from Contract with Customers (now applied and effective from 1 January 2018)

In the current year, the company has applied IFRS 15 Revenue from Contracts with Customers (as amended in
April 2016). Review of the requirements of IFRS 15 against existing policy and practice concluded that the timing
of revenue recognition was materially consistent with the requirements of IFRS 15. For the majority of the .
Company’s contracts, the performance obligation is the delivery of goods, which under IFRS 15 would be
recognised at a single point of time, on delivery of goods, consistent with the current accounting treatment under
IAS 18. Based on this the directors state that there has been no material impact on the financial statements.

The group has not applied the following new and re\rised IFRSs in issue but not yet effective:

IFRS 16 Leases (el‘fectwe 1 January 2019)

. The Directors have not yet adopted IFRS 16 but it will impact the disclosure of assets held under operating leases

next year. The company manufactures and operates from a leased property based at the Swansea address. The
rental amounts of £360,000 per annum are currently charged to the Administrative expenses line on the Statement
of comprehensive income. If [IFRS16 had been adopted for 2018 a right of use asset would have been recorded and
depreciated over 11 years from September 2010 to August 2021 and also a lease liability recorded over the same
time period using a 9% WAC. The depreciation charge on the right of use asset would have been approximately
£222,715 and the interest charge on the lease liabihty would have been approximately £93,620 for the year, in
place of the £360,000 rental charge.

12



KSR ELECTRONIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 Decelnber 2018 '

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Going concern

After making enquiries, the directors have a reasonable expectation that the company has adequate resources to -
continue in operational existence for the foreseeable future. In making their assessment of going concern, the -
directors have considered the company’s forecasts and pro_|ect|ons and the net current liability position of the
company at the year-end. As this net current liability position is mainly driven by the amounts due to group
undertakings, the directors have obtained confirmation from KSR International Co. (ULC) that the inter- -

" company liabilities will not be called for repayment within the next 12 months from the signing of the December
2018 Financial Statements unless the company is able to fulfil all liabilities in an orderly manner.

KSR International Co. (ULC) has confirmed that it will support KSR EMS Holdmgs Limited and its sub31d|ar1es
financially for the next 12 months

‘Share Based Payments IFRS2

There were no share based payment transactions during the 2018 accountmg period.

Revenue recognition IFRS15 :
Revenue is measured at the fair value of the consideration received or recelvable and represents amounts
receivable for goods and services provided in the normal course of business, net of discounts, VAT and other
sales related taxes. Revenue is reduced for estimated customer returns, rebates and other similar allowances.

Sale of goods
Revenue from the sale of goods is recognised when all the following conditions are satlsﬁed

the company has transferred to the buyer the significant risks and rewards of ownership of the goods;

the company retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

the amount of revenue can be measured reliably;

it is probable that the economic benefits associated with the transaction will flow to the entity; and

the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Construction contracts

Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognised by

reference to the stage of completion of the contract activity at the statement of financial position date. This is
normally measured by the proportion that contract costs incurred for work performed to date bear to the estimated

total contract costs, except where this would not be representative of the stage of completion. Variations in contract
work, claims and incentive payments are included to the extent that the amount can be measured reliably and its

receipt is considered probable. K .

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is reoognised to the .
extent of contract costs incurred where it is probable they will be recoverable Contract costs are recognised as
expenses in the period in which they are incurred. :

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recogmsed as
an expense immediately. .

. When contract costs incurred to date plus recognised profits less recognised losses exceed progress billings, the
surplus is shown as amounts due from customers for contract work. For contracts where progress billings exceed

contract costs incurred to date plus recognised profits less recognised losses, the surplus is shown as the amounts
due to customers for contract work. Amounts received before the related work is performed are included in the
statement of financial position, as a liability, as advances received. Amounts billed. for work performed .but not
yet pald by the customer are included in the statement of financial posmon under trade and other receivables.

-Operating loss

Operating l‘oss is stated before finance costs.

13



KSR ELECTRONIC SYSTEMS LIMITED

NOTES 4TO THE FINANCIAL STATEMENTS
Year ended /31 December 2018

-2,

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases

Leases are classifi ed as ﬁnance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to income ona straight-line basis over the term of the relevant
lease except where another systematic basis is more representative of the time pattern in which economic benefits

" from the lease asset are consumed. Contingent rentals arising under operatmg leases are recogmsed as an expense
* . in the period in which they are lncurred

In the event that lease incentives are received to enter into operatmg leases, such incentives are recogmsed asa
liability. The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis
over the lease term, except where another systematic basis is more representative of the time pattern in wh1ch
economic benefits from the leased asset are consumed. : :

Foreign currencies

The financial statements are presented in pounds sterlmg, which is the currency of the prrmary economic
environment ini which the company operates (its functional currency)

: Transactlons in currencies other than the company’s functlonal currency (foreign currencies) are recognised at the

rates of exchange prevailing on the dates of the transactions. At each statement of financial position date, monetary
assets and liabilities that are denominated in forelgn currencies are retranslated at the rates prevailing at that date.

Non-monetary items carried at fair value that are denominated in foreign currencies are translated at the rates
prevailing at the date when the farr value was determined. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated. Exchange differences are recogmsed in proﬁt or loss in

" the perrod in which they arise.

Retirement benefit costs

Payments to defined contribution retirement. benefit schemes are recognlsed as an expense when employees have
rendered service entitling them to contributions. Differences between contributions payable in the year and

. contributions actually paid are shown as either accruals or prepayments in the statement of financial position.

_Property, plant and equipment

KSR Electronic Systems Limited re-measured certain assets to fair value at the date’ of transition to IFRSs. The
fair value became the deemed cost of the assets re-measured. The fair value gain ar1s1ng on transition to IFRSs
was credited to the fair value reserve. Depreciation on property, plant and equipment is charged to the statement
of comprehensive income. The company has elected to transfer an amount equal to the excess depreciation on the '
re-measurement from the fair value reserve to retained earnings on an annual basis.

Plant and machinery are stated at cost less accumulated depreciation and any recognised impairment loss.

Depreciation is recognised to write off the cost or valuation of assets to their residual values over their useful lives,
using the straight-line method, on the following bases:

Plant and machinery 5 to 8 years .
Assets under construction are not depreciated.

The estimated useful lives, residual values and depreciation method are revrewed at the end of each reporting

. perrod with the effect of any changes in estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecogmsed upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. The gain or loss arising on the disposal or scrappage of an
asset is determined as the difference between the sales proceeds and the carrymg amount of the asset and is
recognised in income.
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KSR ELECTRONIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation
The tax expense represents the sum of the tax currently payable and deferred‘tax.

Current tax | ’

The tax currently payable is based on taxable profit for the year. Taxable profit dlffers from net proﬁt as reported

in the statement of comprehensive income because it excludes items of income or expense that are taxable or

deductible in other years and it further excludes items that are never taxable or deductible. The company’s liability

for current tax is calculated using tax rates that have been enacted or substantlvely enacted by the statement of
_financial posmon date.

" Deferred tax
Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit,
and is accounted for using the statement of financial position liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is -
probable that taxable profits will be available against which deductible temporary differences can be utilised. Such
assets and llablhtles are not recognised if the temporary difference arises from the initial recognition of goodwill

~that affects neither the taxable profit nor the accounting profit.-

The carrying amount of deferred tax assets is reviewed at each statement of financial position date and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered. : ' '

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised based on tax laws and rates that have been enacted or substantively enacted at the statement of
financial position date. Deferred tax is charged or credited in the statement of comprehensive income, except
when it relates to items charged or credited in other comprehenswe income, in which case the deferred tax is also
dealt with in other comprehensive income. ‘

The measurement of deferred tax:liabilities and assets reflects the tax consequences that would follow from the
manner in which the company expects, at the end of the reporting period, to recover or settle the carrymg amount
of its-assets and liabilities.

‘_Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets - -
against current tax liabilities and when they relate to income taxes levied by. the same taxation authorlty and the
company mtends to settle lts current tax assets and 11ab111t1es on a net basis.

Current tax and deferred tax for the year :
Current and deferred tax are recognised in profit or loss, except when they relate to 1tems that are recogmsed in
other comprehensive income or directly in equity, in which case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity respectively. '

[nternally—generated intangible assets — research and development expendlture
Expenditure on research activities is recognised as an expense in the period in which it is 1ncurred

An internally-generated intangible asset arising from the company’s development (or from the development phase
of an internal project) is recognised if; and only if, all of the following conditions have been demonstrated:

the technical feasibility of completing the intangible asset so that it will be available for use or sale;
the intention to complete the intangible asset and use or sell it;
- the ability to use or sell the intangible asset;
how the intangible asset will generate probable future economic benefits;
the availability of adequate technical, financial and other resources to complete the development and to use
or sell the intangible assets; and
e . the ability to measure reliably the expendlture attr1butable to the 1ntang1ble asset durmg its development.

o e o0 o o
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KSR ELECTRONIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2018

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

”

Internally-generated intangible assets — research and development expenditure (continued)

The amount initially recognised for intemally-generated intangible assets is the sum of the expenditure incurred

“from the date when the intangible asset first meets the recognition criteria listed above. Where no internally-

generated asset can be-recognised, development expenditure is recognised in proﬁt or loss in the period in which
it is incurred. : :

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses on the same basis as 1ntang1ble assets that are acquired .
separately. .

Amortisation of intangible assets

Amortisation is recognised to write off the cost or valuation of mtanglble assets over their useful lives, usmg the stralght-
line method, on the following bases:
Development costs - : '5to 7 years.

. Impairment of tangible and intangible assets -

At each statement of financial position date, the company reviews the carrying amounts of its tangible and

* intangible assets to determine whether there is any indication that those assets have suffered an impairment loss.

If any such indication exists, the recoverable amount of the asset is estimated to determine the extent of the

. impairment loss (if any). Where the asset does not generate cash flows that are independent from other assets, the

company estimates the recoverable amount of the cash-generating unit to which the asset belongs. When a

reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual

cash-generating units, or otherwise they are allocated to the smallest group of cash- generatmg units for whlch a
reasonable and consistent allocation basis can be identified. : '

Recoverable amount is the higher of fair value less costs of disposal and value in use. 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 which the estimates
of future cash flows have not been adjusted.

'If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the

carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss

~* is recognised immediately in profit or loss, unless the relevant asset is catried at a revalued amount, in which case

the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is -
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been detérmined had no impairment loss been recognised for the asset
(or cash-generating unit) in prior years. A reversal of an impairrnent loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a révalued amount, in which case the reversal of the 1mpa1rment loss is
treated as a revaluation increase. :

Derecognition of mtanglble assets

An intangible asset is derecognised on dlsposal or: when no future economic benefits are expected from use or
disposal. Gains or losses arising from derecognition of an intangible asset, measured as the difference between
the net disposal’ proceeds and the carrymg amount of the asset are recogmsed in profit or loss when the asset is
derecogmsed

Inventories

Inventories are stated at the lower of cost and net realisable value.  Cost comprises direct materials and, where

applicable, direct labour costs and those overheads that have been incurred in bringing the inventories to their
present location and condition. Cost is calculated using the first in first out (FIFO) method. Net realisable value .
represents the estimated selling price less all estlmated costs of completlon and costs to be incurred in marketmg,
selling and distribution. :
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KSR ELECTRONIC SYSTEMS LIMITED

NOTESTO TI-IE FINANCIAL STATEMENTS
Year ended 31 December 2018

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Fina\ncial instruments

Financial assets and financial liabilities are recognised when the company becomes a party to the contractual

provisions of the relevant instrument. Financial assets.are derecognised when the rights to receive benefits have

expired or been transferred, and the company has transferred substantially all risks and rewards of ownership.
Financial liabilities are derecognised when the obligation is extinguished.

Financial assets are classified as either loans and receivables or cash and cash equivalents. They are stated at
amortised cost using the effective interest method, subject to reduction for allowances for estimated irrecoverable
amounts. A provision for impairment of trade receivables is established when there is objective evidence that the
company will not be able to collect all amounts due according to the original terms of those receivables. The
amount of the provision is the difference between the asset’s carrying amount and the present value of estimated
future cash flows, and is recognised in the statement of comprehensnve income. For interest-bearing assets, their
carrying value includes accrued interest receivable.

Cash and cash equivalents include cash in hand and deposits held on call, togethér with other short-term highly.
liquid investments. Financial liabilities (classified as other payables) are stated at amortised cost using the effective
interest method. For borrowings, thelr carrying value includes accrued interest payable, as well as any unamortised
issue costs. ,

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the company’s accounting policies, which are described above, the directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical experlence
and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.” Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period or in the perlod
of the revision and future periods if the révision affects both current and future periods.

Critical Judgements in applying. the company accounting policies
The following are the critical judgements, apart from those involving estimations (which are dealt with separately
below), that the directors have. made in the process of applying the Company’s accounting p011c1es and that have the

‘most 31gmﬁcant effect on the amounts recognised in the financial statements

Recoverabtltty of deferred tax assets
The recognition of deferred tax assets on tax losses incurred durmg previous years is recognised to the extent that .
it is probable that taxable income will be available in the future against which they can be utilised. Given the tax

* loss for the year, the Board has decided that the deferred tax asset should not be recognised until there is certainty

over the future profitability of the company at which point a deferred tax asset will be recognised to the extent that-
sufficient taxable profits will be available to allow all or part of the asset to be recovered. '

Key sources of estimation uncertainty

Impairment of property, plant and equipment and intangible assets

The company has tested the property, plant and equipment for impairment. The recoverable amount of the assets
is deemed to be less than the carrying value and resulted in a £3,000,000 asset impairment. The recoverable
amounts have been determined from value in use calculations. The key assumptions for. the value in use
calculations are those regarding the discount rates, growth rates and expected changes to selling prices and direct
costs incurred during the period. Management estimates the discount rate using a pre-tax rate that reflects the rate
the entity would pay in a current market transaction to borrow money to buy that specific asset (WACC of 9%).
Management has assumed no growth within the value in use calculations. Changes in selling prices are based
agreed prices with customers and direct costs are expected to remain consist with the percentage of revenue based
on past practices. :

Management have reviewed post year end trading and have identified that actual performance is below forecasts
as a result of worsening market conditions in 2019. Management based their impairment calculations on the best
available information at the reporting date, and are satisfied that the deterioration of market conditions could not
have been foreseen by the client at the balance sheet date. Therefore it has been determined that any further
impairment which may arise as a result of declining market conditions in 2019 will be treated as a non-adjusting
post balance sheet event for the purposes of these financial statements.
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KSR ELECTRONIC SYSTE'MS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

4. - REVENUE

An analysis of the company’s revenue is as follows: o
: ' - 2018 2017

. £000 - £000
Continuing operations _ A . -

Sales of goods : . 22,583 18,339
Revenue from construction contracts - tooling projects " ' 635 794 . - -

23,218 - 19,133

: £°000 - £000

Geographical information . : o : .

-Europe (including UK) : 16,704 . 11,353

Rest of the World . - : B . : , .. 6,514 - 7,780

23,218 19,133

Included in revenues are revenues from the followmg major customers which contributed 10 per cent or more to the
: compames revenue in either 2018 or 2017 .

CU£000 0 £000

Major customer . , .
Customer A E . o 7,735 . 5,294
Customer B . . © 6,226 '5,367-
Customer C - : ‘ - 4,367 2,192
- Customer D . . : - o 2,109 2,324
20,437 15,177

The whole of the turnover and loss before taxation from continuing activities is attributable to developing,
'manufacturmg,‘ marketing and sellmg proprietary - motion control systems contammg silicon-controlled
semlconductors prmcnpally for use in the automotive industry.

The Directors have carried out a revenue risk analysis and are working closely w1th our European customers to
~ counteract any “threats from Brexit (72% of 2018 turnover sold to Europe). :

5. OPERATING LOSS ' A
. 2018 2017 -

This has been arrived at after charging: - ; ' ' £°000 . £000
Amortisation of development costs (note 9) ' . 257 63
Auditors remuneration. - audit services for audit of the company’s financial R .

statements . . A . ‘ 46 42
Foreign exchange (gain)/loss - . : : @ . 62
Depreciation of tangible fixed assets: a , o :
- owned by the company (note 10) ' . 1,139 1,042
Impairment of tangible fixed assets h : : 3,000 .-
Operating lease rentals: ' S ' T
- plant and machinery =~ o 13 25

- other operating leases S . 360 . 360

Fees payable to Deloitte and their associates for non- audlt services to the company are not requlred to be disclosed
because the consolidated financial statements of the parent company are required to dlsclose such fees on a -
consolldated basis.

The cost of inventories recognised as an expense during the year in respect of continuing operations was
£13,927, 000 (2018: £10,420,000). :
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KSR ELECTRONIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

6. INFORMATION REGARDING DIRECTORS AND EMPLOYEES
The follewing directo_ré are also directors or employees of another gfoﬁp company:

R T Nunn
E Kanters
R Dahlmanns (resigned 18 September 2018)

For the years ended 31 December 2018 and 2017 the’ dxrectors are remunerated by KSR- Industrlal Corporatlon It
is not practicable to allocate their remuneration between their services as directots of this company and as directors
_or employees of other group compames No pension costs in relation to the dlrectors were payable ineither
financial period. :

S 2018 . 2017

IO B No.  No.
Average number of persons employed (including directors) in line with the S
companies act ) o ) o ’
Administration . o : ' g 63 - 69
Production o ’ _ ©. 82 . 84
Sales and marketing . : : S o 1 S -
146 . 153
: . ) £000 £2000
Staff costs during the year (excluding directors) : : : ‘ - 4,676 4,005
Wages and salaries : - 450 ' 377 .
" . Social security costs o . . 97 71
Other pension costs ' ‘ )
' ' 5,223 4,453 .
""7.  FINANCE COSTS .
2018 2017
£000 . .£000 -
. Bank interest : ' : : . ' 74 ' 57
8. TAXONLOSS
‘ " 2018 2017 .

’ ‘ . . £2000 £°000

Current taxation . . : .
. United Kingdom corporation tax: - . ) ,

Current tax on income for the year , - -

Total tax for the year EE ' - o - S

Deferred tax: , ' . :
Current year : L : : , - .-
Effect of changes in tax rate o ' : : - -

Total deferred tax , .- - - )

“Tax as per the statement of comprehensive income , . ' - -
' ' .19



KSR ELECTRONIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

The charge for the year can be reconciled to the loss per the statement of comprehensive income as follows:

S £000  £000 -

Loss on ordinary activities before téx (6,274) T (2,464)
£000 £°000
Tax on loss on ordinary activities before tax at 19% (2017: 19.25%) - : - (1,192) - 474)
Factors affecting charge for the year ,
Expenses not deductible , ' o -3 : 3
. Income not taxable : ' . - (41 ' -

Change in unrecognised deferred tax assets L 1,230 471

Total tax charge for the year - .~ ) L ' . ' -

The company has losses brought forward ‘against future taxable profits. In addition, the carrying value of
quallfymg plant and machinery for tax purposes exceeds the net ‘book value of these assets. As a result, the -
company has an unrecognised deferred tax asset of £10,645,444 (2017: £9,544,000). This asset has not been
recorded in the year-end financial statements.” Given the tax loss for the year, the Board has decided that the
deferred tax asset should not be recognised until there is certainty over the future profitability of the company at
which point a deferred tax-asset will be recognised to the extent that sufficient taxable profits will be available to
allow all or part of the asset to be recovered. The Finance Act 2015 changed the rate-from 20% to 19% during the
prior year and there would be a further reduction to 17% from 1 Apil 2020. This will reduce the company’s future
current tax charge accordingly. As the changes have been substantively enacted at the statement of financial
position date their effects are included in these financial statements. '
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" NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018

9.

10.

" INTANGIBLE ASSETS

.
Cost
At 1 January 2018 and 31 December 2018

Amortisation

At 1 January 2018
Charge for the year
At31 December 2018

Carryiﬁg amount
At 31 December 2018

At 31 December 2017 -

i

KSR ELECTRONIC SYSTEMS LIMITED

Developrﬁent
costs

- £000

654

150

257

408

247

504

The amortisation period for develepment costs incurred on the company’s capitalised development costs is
amortised in Administrative expenses-other, in line with the expected future sales from the related project from

" the commencement of the generation of sales. The company carried out an impairment review which led to the

full impairment of the intangible assets. The amortisation is charged to administration expenses line in the

Statement of Comprehenswe income.

Research costs of £nil were expensed during the year (2017:£nil)..-

PROPERTY, PLANT AND EQ_UI?MENT

Cost

At 1 January 2018
Additions
Transfers

" At 31 December 2018

Accumulated depreciation and lmpalrment :

At 1 January 2018
Charge for the year
Impairment charge

 At31 December 2018

~ Carrying amount At 31 vDe‘cember 2018

At 31 December 2017

Plant and ‘Assets under

machinery  construction Total

£°000 £000 £000

19,896 19,896

- -373 373

129 (129) -

20,025 244 20,269
15,176 . 15,176

1,139 - 1,139
3,000 - 3,000

19,315 - 19,315

710 244 954

. 4,720 - 4,720

Duﬁng the year the company carried out a review of the recoverable amount of that maxiufacturmg plant and the related
equipment. The review using a discount rate WACC of 9% led to the recognition of an 1mpaument loss of £3,000,000

which has been recogmsed in profit or loss

VA
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KSR ELECTRONIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS ’
Year ended 31 December 2018

11.

" 12.

13,

14,

‘ and prior reporting penod

" Deferred taxation -

DEFERRED TAX

The followmg are the deferred tax assets recognlsed by the company and the movements thereon during the current :

v o o 2018 2017
' . ' £2000 £000

~ Given the tax loss for the year, the Board has decided that the deferred tax asset should not be recognised until

there is certainty over the future profitability of the company at which point a deferred tax asset will be recognised
to the extent that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

. INVENTORY

Raw materials . ‘ _ : 182 1,401
Work in progress . R : 146 180
Finished goods and goods for resale o o : . 217 - 177
- 2,345 1,758
- All inventory is expected to be recovered within 12 months. . : -
FINANCIAL ASSETS _
2018 2017
£000 £000
Cash and bank balances (note 15) .. . . ' ] 936 . 1,127
Trade and other receivables (note 14) S L : A 2,412- 3,122
Amounts owed by group undertakings (note 14) ' ' 305 223
o 3,653 4472
. TRADE AND OTHER RECEIVABLES I
' ‘ 2018 2017
£000 £°000
Trade receivables ' : S 1S5 1,988
Amounts owed by group undertakings B A 305 - 223
Other receivables - ‘ ‘ - ' . 428 . 7 466
Prepayments . . o 354 - 455
Amounts recoverable under constructlon contracts o 115 - 213
2,717 . 3,345
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KSR ELECTRONIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS .
Year ended 31 December 2018 . . ) /

- 14,

15.

.16.

17.

TRADE AND OTHER RECEIVABLES (contmued)
Trade recelvables :

Total trade receivables (net of allowances of £nil) held by the ‘company at 31 December 2018 amounted to’
£1,515,000 (2017: £1,988,000). !

The average credit period on sale of goods is 28 days (2017 32 days). The company has prov1ded in full for all
receivables which are considered to be impaired. Management performs a monthly detailed review of the trade
receivables ledger to assess whether receivables past due are not recoverable : ’

The directors consider that the carrying amount of the trade and other receivables approxxmates their fair value.

CASH AND BANK BALANCES

These comprise cash in hand and dep051ts held at call w1th banks The carrying amount of these assets
approximates their fair value. '

FINANCIAL LIABILITIES
' 2018 2017
£000 . £000
Amounts owed to group undertakmgs (note 17) : 6,952 3,381
. Borrowings ) o 3,372 2,873
Other liabilities A : : . © 3,310 5,363
13,634 - 11,617
TRADE AND OTHER PAYABLES , o
' ' 2018 2017
£000 £000
Trade payables : \ - . 1904 . 2,738
Other payables : . ’ : 150 .z
Accruals . ' : o 1,200 - 2,268
-Amounts due under construction contracts - - 56 : 357
Borrowings : ) - ‘ 3.372 - 2,873
Amounts owed to group undertakings . . 6,952 3,381
13,634 - 11,617 -

Trade creditors and accruals prmc1pally comprise amounts outstanding for trade purchases and ongoing costs. The
average credit period taken for trade purchases is 31 days (2017: 57 days) The directors consider that the carrying
amount of trade payables approximates their faxr value.

Borrowings consists of a bank overdraft which is repayable on demand.
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KSR ELECTRONIC SYSTEMS LIMITED .

" NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2018

18.

19,

SHARE CAPITAL AND RESERVES : - .
‘ o 2018 2017

Share capital I : . ~ £2000 £2000
Authorised S ¥ o .
2,000 Ordmary shares of £1 each - . . . 2 2
£000 £°000
Issued and fully pazd : : '
2,000 Ordmary shares of £1 each ' , - -2 . 2.

The company has one class of ordinary shares_whioh carry no right to ﬁx_ed income.-
Retained earnings ‘

This reserve relates to the cumulatnve retained profits and losses and other comprehenswe mcome less amounts
distributed to the shareholder.

Fair value reserve

' Property, plant and equipment have been re-measured to their fair value at the date of transition to IFRSs. The

fair value became the ‘deemed cost’ going forward under IFRSs. The fair value gain. was recognised within a

fair value reserve. The company has elected to unwind the fair value reserve over a period of five years in line

with the excess depreciation, which results in a transfer between the fair value reserve and retained earnings.

OPERATING LEASE ARRANGEMENTS

" The company as lessee ' B - 2018 T 2017
: : ' : £000 £°000
'L‘ease payments under ope‘rating leases recognised as an expense in the year . _ - 373 . 373

At the statement of financial position date, the company had outstanding commitments for future minimum lease -
payments under non-cancellable operatmg leases wh1ch fall due as follows

£0000 - £000
Land and buildin'gs . : . )
Within one year o , L : 360 - 360" -
In the second to fifth years inclusive : 600 - 960
l o S 90 -~ 1,320
£°000 £000
Other - : _ : .
Within one year ' : o L 13- 13 ..
In the second to fifth years 1nclusnve : N - 23 30 .
36 43
- s
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KSR ELECTRONIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2018 .

20. NOTES TO THE STATEMENT OF CASH FLOWS

2018 2017
. S . ‘ : £000 ; £7000
Loss for the financial year . . (6,274) : (2,464)
~ Adjustment for: ' S ' :
Amortisation and impairment of development costs a 257 i 63.-
Depreciation of property, plant and equipment and impairment . 4,139 - 1,042
Finance costs : , : 74 57
O'pera_ting‘c‘as_h flows before mpvementé in' working capital o (1,804) - (1,302)
(Iricrease)/decréase in inventories . o , ) (586) ' _. 140
decrease /(increase) in trade and other receivables - 628 ©(1,953) ¢
~ Increase in trade and other payables- : - .o . 1,518 2,840
Cash generated by opgrationS ) S : 4 (244)L (275)
Interest paid ' } ‘ (74) - &)
Net cash outflow from operating activities - 4 : ) Ce (318) '. (332)
Cash and cash équi.valents. A ‘ ‘ ' © £2000 C£000
Cash and bank balances A SR o936 0 1,127
Borrowings ' - h (3,373) 2,873)

@47 (1,746)

Cash and cash equivalents comprise cash and short-term bank deposits with an original maturity of three months
or less, net of outstanding bank overdrafts, The carrying amount of these assets is approximately equal to their

" fair'value. Cash and cash equivalents at the end of the reporting period as shown in the statement of cash flows
can be reconciled to the related items in the statement of financial position as shown above.

~
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21.

22

NOTES TO 'THE' FINANCIAL STATEMENTS
Year ended 31 December 2018 ‘

RELATED PARTY TRANSACTIONS

Transactions with related parties

KSR ELECTRONIC SYSTEMS LIMITED:

During the year, the company entered into the following transactions with related parties: -

KSR (Shanghai)
Automotive

‘Engineering &

Technology

KSR Internacional
S.deR.L.de C.V.
‘KSR Dresden
Industrial

KSR Industrial s.r.o.
Automotive Technical
Advisory Service
(ATAS) .

KSR International Co.
KSR Industrial Corp
Electronic Motion

- Systems Holdings Ltd
- KSR IP Holdings

KSR UK LLC

Total

Recharge expense/

Amounts owed by

- Amounts owed to

Sales (other income) related parties related parties
- 2018 2017 2018 2017 2018 2017 2018 2017
£000 £000 £°000 £000 £000 £000 £000 £°000
© 132 54 12) (10) 2 14. - -
: - - (20) (20) 2 2 - -
- - - - - .- (255) (236)
1,708 1,744 57 30) 138 175 (12) (35)
- - 69 56 - - - 39) (32)
- - 357 437 164 32 (5,386) (2,155)
- - 89 55 - " - (106) (13)
- - - - - - - ey
- - 414 - 330 - - (689) (252)
- : - = - - (6s) (44
1,840 1,798 838 818 306 223 (6,952)-

(3,381)

No provision has-been made for doubtful debts in respect of the amounts owed by related parties in either period.
The amounts outstanding are unsecured and will be settled in cash. No interest is expected to be recelved or paid
on any of the related party balances shown above

RETIREMENT BENEFIT SCHEMES

The company operates a defined contrlbutlon pension scheme for all qualifying employees. The assets of the'.
scheme are held in separate trustee-administered funds. Contributions made during the year amounted to £97, 000
(2017: £71,000); there is no amount included in credltors in respect of unpaid contributions for either year.
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NOTES TO THE FINANCIAL STATEMENTS
- Year ended 31 December 2018

23.

24.

25.

FINANCIAL RISK MANACEMENT

Credit risk management -

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting i in fmancual loss to
the company. The company has adopted a policy of only dealing with creditworthy counterparties and obtaining

“sufficient collateral where appropriate, as a means of mitigating the risk of ﬁnanmal loss from defaults. The company’s

exposure and the credit ratings of its counterparties are continuously monitored and the aggregate value of transactions

concluded are spread amongst approved counterpartles Concentration of credit risk has been addressed in the trade

receivables note above.
Market risk. management

The company’s activities expose it pnmanly to the financial risks of changes in foreign currency exchange rates and
interest rates. Currency fluctuations are managed by matchmg the selling currency with the purchasing curréncy where

possible.

quuldlty risk management

Ultimate responsibility for liquidity nsk management rests with the board of directors, which has established an
appropriate liquidity risk management framework for the management of the company’s short, medium and long-term
funding and liquidity management requirements.

Interest rate risk management

The company is exposed to interest rate risk because it has a finance facility with a variable rate of interest. An increase
of one percent to the interest rate is deemed to have an immaterial impact on the financial statements. The total finance:
expense for the year ended 31 December 201 8 is £74,000 (2017 £57 ,000).

F INANCIAL INSTRUMENTS

Fair value of the company’s financial assets and financial liabilities that are measured at fair value on a
recurring basis

The company does not hold any financial assets and ﬁnancnal llablhtres that are measured at fair value at the end of each
reporting period. '

Fair value of the company S ﬁnanclal assets and financial habllltles that are not measured at fair valueon a '
recurring basis .

The directors consider that the carrying amounts of financial assets and financial liabilities recorded at amortised cost in

-the financial statements are approximate to thelr fair values

" ULTIMATE PARENT AND CONTROLLING PARTY

In the obinion of the directors; the company"s ultimat_e parent ‘ccmpany and ultimate controlling party is KSR Industrial
Corporation, 95 Erie Street South, PO.Box 1060, Ridgetown, Ontario, NOP 2CO a company incorporated in Canada.

. The parent undertaking of the largest and smallest group, which includes the company and for.which group financial

statements are prepared, is KSR EMS Holdings Limited, a company incorporated in Great Britain. Copies of the group

- financial statements of KSR EMS Holdings Limited are available from Compames House, Crown Way, Mamdy, Cardiff

CF14 3UZ.

26. SIJBSEQUENT EVENTS

On the 31 March 2019 the revolvmg overdraft facility held with Wells Fargo was fully repaid and termmated Thrs
payment was facilitated by a £3,275,000 addmonal loan for the same value from KSR International Corp,

On review of post year end trading management have identified that actual performance is below forecasts as a result of
worsening market conditions in 2019 that the Directors could not have foreseen at the balance sheet date. As a result of
this there is evidence of further 1mpa1rment indicators in the current year of the PPE and Intanglble asset balances held _
at the reporting date. :
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