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WEARTECH INTERNATIONAL LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The director presents the strategic report for the year ended 31 December 2019,

Principal Activity

The principal activity of the company in the period under review was that of the manufacture and supply of a
range of cobalt and nickel based wear-resistant alloy consumables and components supplied to a wide range of
industries. Weartech International has been a subsidiary of Lincoln Electric Holdings, Inc. (Nasdaq: LECO) since
March 2012. Lincoln Electric is a leading global manufacturer of welding products, arc welding equipment,
welding consumables, plasma and oxy-fuel cutting equipment and robotic welding systems with a worldwide
network of distributors and sales offices covering more than 160 countries.

Review of Business

Company turnover for the year was £15,054,515 (2018: £19,067,750) with a gross profit margin for the year of
13% (2018: 22%). The resultant profit before taxation for the year was £459,816 (2018: £2,360,571).

Net assets increased by £387,338 (2018: £1,949,711) during the year to £7,305,354 (2018: £6,918,016).

Strategy and Future Outlook
The company is focusing significant resources in developing a culture of operational excellence.




WEARTECH INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Principal Risks and Uncertainties
The main areas of risk to which the company is exposed are as follows:

Foreign exchange exposure
‘The company is exposed to currency exchange rate risk due to a significant proportion of its receivables being
denominated in Euros. This exposure is monitored and managed by the use of the foreign exchange contracts.

Liquidity risk
The objective of the company in managing liquidity risk is to ensure that it can meet its financial obligations as
and when they fall due. As part of the Lincoln Electric Group the company has credit facilities available in the
event that it could not cover all of its financial obligations.

Customer credit exposure
The company offers credit terms to its customers which allow payment of the debt after delivery of goods. The
company is at risk if a customer is unable to pay the debt on the speclfied due date. This risk is mitigated by the
strong on-going customer relationships and by credit insurance.

The cost of raw materlals
The volatility of metal prices represents the most significant risk to which the company is exposed. The company
purchases from a wide range of qualified sources, mitigating price movement risk via the use of a combination of
formula pricing and, where appropriate, long term fixed pricing.

Britain leaving the European Union
We have undertaken an analysis of the risks and operational challenges to our business arising as a resuit of
Brexit. Although there is potential for increased tariffs and duty on both goods imported into the UK from the EU
and other countries and goods exported from the UK these are not anticipated to be significant given that the
current world tariff is 0% for cobalt based products in place. As such, we do not anticipate significant risks or
operational challenges to arise and so we are not making specific preparations for either a no-deal or otherwise
Brexit, but are continuing to monitor the situation as it develops.

COVID 19
The COVID-19 pandemic has developed rapidly in 2020, with a significant number of cases. Measures taken by
governments woridwide to contain the virus have affected economic activity and the business in a number of
ways:

+ The Company scaled down operations from March 2020, making use of the UK Government's

Coronavirus Job Retention Scheme (CJRS).
* Where possible, remote working has been encouraged.
+ Implementation of additional Health & Safety measures to ensure the safety of all employees continuing
to work on site.

* The reduction in economic activity resuited in a significant reduction in sales and production levels.
As a result, the Company's cumulative revenue in the first 8 months of 2020 was approximately 40% lower than
2018 revenues in the same period with the major negative impact identified in the 4 months from April to July
2020. The Company's operating resulits have been negatively impacted from Aprit 2020.
The UK Government has announced the implementation of government assistance measures designed to
mitigate some of the impact of the COVID-19 pandemic on the Company's resuits and liquidity. To the extent
appropriate, the Company has requested such government assistance. The details of all of the arrangements
that might be available to the Company and the period during which they will remain available are continuing to
evolve and remain subject to uncertainty. The Company is continuing to assess the implications for the business
when these arrangements are no longer available. In particular, the withdrawal of the assistance currently
provided through the CJRS may adversely affect the performance of the business.
Depending on the duration of the COVID-19 crisis and the continued negative impact on economic activity, the
business might experience further negative resuits in 2020. The exact impact on our activities in the remainder
of 2020 and thereafter cannot therefore be predicted.
The recent closure of the Weartech International Inc., USA business has resulted in the transfer to Weartech
International Ltd. of significant sales volume and future potential business from the Americas and Japan.




WEARTECH INTERNATIONAL LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Key Performance Indicators
Given the straightforward nature of the business, the company's directors are of the opinion that analysis using
KPl's is not necessary for an understanding of the development, performance or position of the business.

On behalf of the board

Mr D McMillin
Director

Dec¢ 10,2020




WEARTECH INTERNATIONAL LIMITED

DIRECTOR'S REPORT
FOR THE YEAR ENDED 31 DECEMBER 2019

The director presents his annual report and financial statements for the year ended 31 December 2019.

Principal activities, strategy and future developments
The principal activity of the company, the strategy and future development of the business have been set out in
the Strategic Report. ) :

Going concern

The company has considerable financial resources together with long-term relationships with a number of
customers and suppliers across different geographic areas and industries. As a consequence, the directors
believe that the company is well placed to manage its business risks successfully. Despite the uncertainties of
COVID-18 per the strategic report and the ending of the CJRS, the directors are satisfied that the company is a
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. Accordingly, they continue to adopt the going
concern basis in preparing the annual report and accounts.

Director
The director who held office during the year and up to the date of signature of the financiaf statements was as
follows:

Mr G Blankenship (Resigned 31 May 2020)
Mr D McMillin

Results and dividends
The results for the year are set out on page S.

No ordinary dividends were paid. The director does not recommend payment of a final dividend.

Statement of director's respansibilities
The director is responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the director to prepare financial statements for each financial year. Under that law the
director has prepared the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice) including Financial Reporting
Standard 102 'The Financial Reporting Standard applicable in the UK and Republic of Ireland' (FRS102). Under
company law the director must not approve the financial statements unless he is satisfied that they glve 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 director is required to:

+ select suitable accounting policies and then apply them consistently;

+ make judgements and accounting estimates that are reasonable and prudent;

+ state whether applicable United Kingdom Accounting Standards, including FRS102, have been followed,
subject to any material departures disclosed and explained in the financial statements;and

« prepare the financial statements on the going concern basis uniess it is inappropriate to presume that
the company will continue In business,

The director is 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 financlal statements comply with the Companies Act 2006. He is also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.




WEARTECH INTERNATIONAL LIMITED

DIRECTOR'S REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additionally, the directors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themseives aware of all relevant
audit information and to establish that the company's auditor is aware of that information.

On behalf of the board

Mr D McMillin
Director

“Dec10,2020




WEARTECH INTERNATIONAL LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBER OF WEARTECH INTERNATIONAL LIMITED

Opinion

We have audited the financial statements of Weartech International Limited (the ‘company’) for the year ended
31 December 2019 which comprise the profit and loss account, the 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 FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
+ give a true and fair view of the state of the company's affairs as at 31 December 2019 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 20086.

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 statemenls 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.

Emphasis of matter - Impact of the outbreak of COVID-19 on the financlal statements

In forming our opinion on the company financial statements, which is not modified, we draw your attention to the
directors’ view on the impact of the COVID-19 as disclosed on page 2, and the consideration in the going
concern basis of preparation on page 13 and non- adjusting post balance sheet events on page 24.

Since the balance sheet date there has been a global pandemic from the outbreak of COVID-19. The potential
impact of COVID-19 became significant in March 2020 and is causing widespread disruption to normal
patterns of business activity across the world, including the UK.

The full impact following the recent emergence of the COVID-19 is still unknown. It is therefore not currently
possible to evaluate all the potential implications to the company and group's trade, customers, suppliers and
the wider economy.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:
+ the director's use of the going concern basis of accounting In the preparation of the financial statements is
not appropriate; or
- the director has 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.




WEARTECH INTERNATIONAL LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF WEARTECH INTERNATIONAL LIMITED

Other information

The directors are responsible for the other information. The other information comprises the information included
in the Director's 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 conciude 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.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
« the information given in the strategic report and the director's report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
« the strategic report and the director's report have been prepared in accordance with applicable legal
requirements,

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report and the director's report.

We have nothing to report in respect of the following matters where the Companies 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 director's remuneration specified by law are not made; or

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

Responsibllities of director

As explained more fully in the director's responsibilities statement set out on page 4, the director is 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 director determines 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 director is 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 director elther intends to liquidate the company or to cease operations, or has no
realistic aiternative but to do so.




WEARTECH INTERNATIONAL LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF WEARTECH INTERNATIONAL LIMITED

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 financlal statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reparting Council's website at: http:/www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor's report.

Use of the audit 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 him 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 wark, for this report, or for the opinions we have formed. ‘

Jonathan Marchant {Dec 10, 2020 15:05 GMT)

Jonathan Marchant (Senior Statutory Auditor)
for and on behalf of Mazars LLP

Chartered Accountants and Statutory Auditor
90 Victoria Street, Bristol, BS1 6DP

Date: poc 10,2020




WEARTECH INTERNATIONAL LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2019

2019 2018

Notes £ £
Turnover 3 15,054,515 19,067,750
Cost of sales (13,134,550) (14,958,220)
Gross profit 1,919,865 4,108,530
Adminislrative expenses (1,644,436) (1,668,677)
Other operating income 3,839 3.839
Operating profit ~ 4 279,368 2,443,692
interest receivable and similar income 6 417 -
Interest payable and similar expenses 7 (25,163) (14,066)
Net (loss)/gain on financial instruments at fair
value through profit and loss 205,194 (69,055)
Profit before taxation 459,816 2,360,571
Taxation 8 (69,168) (410,860)
Profit for the financial year 19 390,648 1,949,711

The profit and loss account has been prepared on the basis that all operations are continuing operations.




WEARTECH INTERNATIONAL LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2019

Profit for the year
Other comprehensive income

Total comprehensive income for the year

2019

390,648

390,648

2018

1,949,711

1,949,711

-10-




WEARTECH INTERNATIONAL LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2019

Fixed assets
Tangible assets

Current assets
Stocks

Debtors
Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current assets

Total assets less current liabilities
Provisions for liabilities

Deferred income

Net assets

Capital and reserves

Called up share capital

Profit and loss reserves

Total equity

Notes

10
1"

12

14

16

18
19

2019

1,889,807
2,954,305

70,675
4,914,787

(689,365)

3,240,844

4,225,422

7,466,266

{141,843)

(15,959)

7,308,664

100,000
7,208,664

7,308,664

2018

3,668,030
3,742,704
1,730,119
9,140,853

(5,304,571)

3,226,080

3,836,282
7,062,362
(124,548)

(19,798)

6,918,016

100,000
6,818,016

6,918,016

The financial statements were approved by the board of directors and authorised for issue on .0€¢.10..2020,

and are signed on its behalf by:

Director

Company Registration No. 04118871

T



WEARTECH INTERNATIONAL LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

Balance at 1 January 2018

Year ended 31 December 2018:
Profit and total comprehensive Income for the year

Balance at 31 December 2018

Year ended 31 December 2018:
Profit and total comprehensive income for the year

Balance at 31 December 2019

Share Profit and Total
capital loss
reserves
£ £ £
100,000 4,868,305 4,968,305
- 1,949711 1,949,711
100,000 6,818,016 6,918,016
- 390,648 390,648
100,000 7,208,664 7,308,664

-12 -




WEARTECH INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1.1

1.2

1.3

Accounting policies

Company information

Weartech International Limited, with company registration number 04118871, is a private company limited
by shares incorporated in England and Wales. The registered office is The Wallbrook Building, 25
Wallbrook, London, UK, EC4N 8AF,

Accounting conventlon

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland® (“FRS 102") and the requirements of the
Companies Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention. The principal
accounting policies adopted are set out below.

This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the
parent of that group prepares publicly available consolidated financial statements, including this company,
which are intended to give a true and fair view of the assets, liabilities, financial position and profit or loss
of the group. The company has therefore taken advantage of exemptions from the following disclosure
requirements:

« Seclion 7 ‘Statement of Cash Flows' — Presentation of a statement of cash flow and related notes
and disclosures;

+ Section 11 ‘Basic Financial Instruments' and Section 12 ‘Other Financial Instrument Issues’ —
Carrying amounts, interest income/expense and net gains/losses for each category of financial
instrument; basls of determining fair values; details of collateral, loan defaults or breaches, details
of hedges, hedging fair value changes recognised in profit or loss and in other comprehensive
income;

+ Section 33 'Related Party Disclosures’ - Compensation for key management personnel.

The financial statements of the company are consolidated in the financial statements of Lincoln Electric
Holdings, Inc. These consolidated financial statements are available from its registered office, 22801 Saint
Clair Ave, Cleveland, OH 44117, USA,

The company has also taken advantage of the disclosure exemption as permitted by FRS102 not to
disclose related party transactions with wholly owned subsidiaries within the group.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future and for a
period of at least 12 months from the date of approval of the financial statements. Further financial support
and liquidity, if required, are readily available supported by the ultimate parent company through the use of
our GBP and EUR cash pooling agreements with other Lincoln entities. Thus, the directors continue to
adopt the going concern basis of accounting in preparing the financial statements.

Turnover

Turnover is recognised at the fair value of the consideration received or receivable for goods and services
provided in the normal course of business, and is shown net of VAT and other sales related taxes. The fair
value of consideration takes into account trade discounts, settlement discounts and volume rebates.

-13-



WEARTECH INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1.4

1.5

Accounting policies (Continued)

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer (usually on dispatch of the goads), 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.

Tangible fixed assets
Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net of
depreciation and any impairment losses.

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over
their useful lives on the following bases:

Freehold property 3% to 20% on cost
Plant and machinery 5% to 20% on cost
Fixtures, fittings & equipment 10% to 20% on cost
Computer equipment 10% to 33% on cost

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tangible 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 in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an Individual asset,
the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell 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 carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have
ceased to apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or
cash-generating unit) s 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 determined had no
impairment loss been recagnised for the asset (or cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revaiued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

-14-




WEARTECH INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1.8

1.7

1.8

Accounting policies (Continued)

Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cast
comprises direct materials and, where applicable, direct labour costs and those overheads that have been
incurred in bringing the stocks to their present location and condition.

Stocks held for distribution at no or nominal consideration are measured at the lower of replacement cost
and cost, adjusted where applicable for any loss of service potential.

Stocks on consignment and their related obligations are recognised in current assets and creditors
respectively.

At each reporting date, an assessment is made for impairment. Any excess of the carrying amount of
stocks over its estimated selling price less costs to complete and sell is recognised as an impairment loss
in profit or loss. Reversals of impairment losses are also recognised in profit or loss.

Cash and cash equivalents .

Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with
banks, other short-term liquid investments with original maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within borrowings in current liabilities.

Financial instruments
The company has elected to apply the provislons of Section 11 ‘Basic Financial Instruments’ and Section
12 'Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party to
the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Financial
assets classified as receivable within one year are not amortised.

Other financial assets

Other financial assets are initially measured at fair value, which Is normally the transaction price. Such
assets are subsequently carried at fair value and the changes in fair value are recognised in profit or loss,
except for any asset whose fair values cannot be measured reliably which are measured at cost less
impairment.

-15-



WEARTECH INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1 Accounting policies (Continued)

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed for Indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been
affected. If an asset is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire
or are settled, or when the company transfers the financial asset and substantially all the risks and rewards
of ownership to another entity, or if some significant risks and rewards of ownership are retained but
control of the asset has transferred to another party that is able to sell the asset in its entirety to an
unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the company after deducting all of its liabilities.

Basic financlal liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and
preference shares that are classified as debt, are initially recognised at transaction price unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the present
value of the future payments discounted at a market rate of interest. Financial liabilities cfassified as
payable within one year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially
at transaction price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including forward foreign exchange contracts, are not basic financial instruments. Derivatives
are Initially recognised at fair value on the date a derivative contract is entered into and are subsequently
re-measured at their fair value. Changes in the fair value of derivatives are recognised in profit or loss.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured
at fair value through profit or loss. Debt instruments may be designated as being measured at fair value
though profit or loss to eliminate or reduce an accounting mismatch or if the instruments are measured and
their performance evaluated on a fair vatue basis in accordance with a documented risk management or
investment strategy.

-16-




WEARTECH INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

1.9

1.10

1.12

1.13

Accounting policies {Continued)

Derecognition of financial liabilities
Financial liabilities are derecognised when the company’s contractual obligations expire or are discharged
or cancelied.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of transaction costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the
discretion of the company.

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 differs from net profit as
reported in the profit and loss account 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 substantively enacted by the
reporting end date.

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end 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. Deferred tax is charged or credited in the profit and loss
account, except when it relates to items charged or credited directly to equity, in which case the deferred
tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a legally
enforceable right to offset current tax assets and liabilities and the deferred tax assets and liabilities relate
to taxes levied by the same tax authority.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs
are required to be recognised as part of the cost of stock or fixed assets,

The cost of any unused holiday entitiement is recognised in the period in which the employee’s services
are received.

Termination benefits are recognised immediately as an expense when the company is demonstrably
committed to terminate the employment of an employee or to provide termination benefits.

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due,

Leases
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1.14

1.15

Accounting policies _ {Continued)

Rentals payable under operating leases, including any lease incentives received, are charged to profit or
loss on a straight line basis over the term of the relevant lease except where another more systematic
basis is more representative of the time pattern in which economic benefits from the leases asset are
consumed.

Government grants
Government grants are recognised at the fair value of the asset received or receivable when there is
reasonable assurance that the grant conditions will be met and the grants will be received.

A grant that specifies performance conditions is recognised in income when the performance conditions
are met. Where a grant does not specify performance conditions it is recognised in income when the
proceeds are received or receivable. A grant received before the recognition criteria are satisfied is
recognised as a liability.

Foreign exchange

Transactions in currencles other than pounds sterling are recorded at the rates of exchange prevailing at
the dates of the fransactions. At each reporting end date, monetary assets and liabilities that are
denominated in foreign currencies are retranslated at the rates prevailing on the reporting end date. Gains
and losses arising on translation are included in the profit and loss account for the period.

Judgements and key sources of estimation uncertainty

In the application of the company's accounting policies, the director Is required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historsical experience 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 where the revision affects only that
period, or in the period of the revision and future periods where the revision affects both current and future
periods.

The depreciation of fixed assets and the consideration of their useful lives is an area of estimation which is
not considered to be significant. When determining the rate of depreciation to be applied, assets are
considered on an Individual basis. The depreciation of new assets is based on the condition and
depreciation rates applied to existing assets to ensure consistency.

Turnover and other revenue

An analysis of the company's turnover is as follows:

2019 2018
£ £
Turnover analysed by class of business
Attributable to principal activity of the company 15,054,515 19,067,750
2019 2018
£ £
Other significant revenue
Interest income . 417 -
Grants received 3,839 3,839
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
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3

Turnover and other revenue

Turnover analysed by geographical market
United Kingdom
Outside of United Kingdom

Operating profit
Operating profit for the year is stated after charging/(crediting):

Exchange gains

Government grants

Fees payable to the company's auditor for the audit of the company's
financlal statements

Depreciation of owned tangible fixed assets

Loss on disposal of tangible fixed assets

Cost of stocks recognised as an expense

Operating lease charges

{Continued)

2019 2018

£ £

743,775 1,118,810
14,310,740 17,948,940
15,054,515 18,067,750
2019 2018

£ £
(122,564) (61,570)
(3,839) (3,839)
1,085 10,815
339,842 286,325
20,596 1,971
8,366,837 10,371,210
20,681 14,080

Exchange differences recognised in profit or loss during the year, except for those arising on financial
instruments measured at fair value through profit or loss, amounted to £122,564 (2018 - £61,570).

Employees

The average monthly number of persons (including directors) employed by the company during the year

was:

Administration
Production
Directors

2019 2018
Number Number
36 26

81 83

2 2

119 111
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5 Employees

Their aggregate remuneration comprised:

Wages and salaries
Social security costs
Pension costs

The directors receive their salaries from another group company.

6 Interest receivable and similar income

Interest income
Interest on bank deposits

7 Interest payable and similar expenses

Interest on bank overdrafts and loans
Other interest

8 Taxation

Current tax

UK corporation tax on profits for the current period
Adjustments in respect of prior periods

Total current tax

Deferred tax

Origination and reversal of timing differences

Total tax charge

(Continued)

2019 2018

£ £
3,513,169 3,475,847
348,457 296,282
96,366 84,845
3,957,992 3,856,974
2019 2018

£ £

417 -
2019 2018

£ £
19,436 14,066
5,727 -
25,163 14,066
2019 2018

£ £
60,023 427,069
(7,950) .
52,073 427,069
17,095 (16,209)
69,168 410,860
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2019

8 Taxation {Continued)

The actual charge for the year can be reconciled to the expected charge for the year based on the profit or
loss and the standard rate of tax as follows:

2019 2018
£ £
Profit befare taxation 459,816 2,360,571
Expected tax charge based on the standard rate of corporation tax in the UK
of 18.00% (2018: 19.00%) 87,365 448,508
Tax effect of expenses that are not deductible in determining taxable profit 3,391 7.078
Permanent capital allowances in excess of depreciation (30,733) 7,657
Research and development tax credit - (36,074)
Under/(over) provided in prior years {7,850) B
Movement in provision for deferred tax 17,095 (16,209)
Taxation charge for the year 69,168 410,860
9 Tangible fixed assets
Freehold Projects in Plant and Fixtures, Computer Total
property progress machinery fittings & equipment
equipment
£ £ £ £ £ £

Cost
At 1 January 2019 2,393,028 69,185 2,665,538 177,831 128,287 5,433,869
Additions 30,655 - 308,272 21,447 22,507 382,881
Disposals (27,230) (1,114)  (111,041) (4,139) (15,524)  (159,048)
Transfers 18,591 (68,071) 45,300 4,180 - -
At 31 December 2019 2,415,044 - 2,808,069 199,319 135,270 5,657,702
Depreciation and
impairment
At 1 January 2019 733,541 - 1,286,150 71,655 116,443 2,207,789
Depreciation charged in

" the year 100,374 - 207,901 9,324 22,243 339,842
Eliminated in respect of
disposals (22,055) - (90,816) (3,499) (14,403) (130,773)
At 31 December 2019 811,860 - 1,403,235 77,480 124,283 2,416,858
Carrying amount
At 31 December 2019 1,603,184 - 1,504,834 121,839 10,987 3,240,844
At 31 December 2018 1,659,487 69,185 1,379,388 106,176 11,844 3,226,080
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10 Stocks

2019 2018
£ £
Raw materials and consumables 212,233 495,211
Work in progress 1,000,125 1,823,390
Finished goods and goods for resale 677,449 1,349,429
1,889,807 3,668,030

11 Debtors
2019 2018
Amounts falling due within one year: £ £
Trade debtors 1,944,957 3,450,898
Corporation tax recoverable ) 159,977 -
Amounts due from group undertakings 800,715 5,556
Other debtors 186,870 =~ 222,585
Prepayments and accrued income 61,786 63,665

2,954,305 3,742,704

Included within other debtors are financial assets relating to currency forward exchange contracts of
£130,576 (2018: £23,247) that are measured at fair value through profit and loss.

12 Creditors: amounts falling due within one year

2019 2018

Notes £ £

Bank loans and overdrafts 13 - 2,866,595
Trade creditors- 243,905 1,478,397
Amounts owed to group undertakings - 46,223
Corporation tax - 221,046
Other taxation and social security 84,767 -
Other creditors 83,264 160,783
Accruals and deferred income 277,429 531,527

689,365 5,304,571

Included within other creditors are financial liabilities relating to currency forward exchange contracts of
£149 (2018: £84,664) that are measured at fair value through profit and loss.
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13

14

15

16

Loans and overdrafts

2019 2018

£ £

Bank overdrafts - 2,866,595
Payable within one year - 2,866,595

The company's overdraft facility as held in 2018 was secured by a parent company guarantee provided by
Lincoln Electric Holdings Inc, the company's ultimate parent company, but this has now been moved to a
cash pooling facility with other Lincoin entities.

Provisions for liabilities

2019 2018
Notes £ £
Deferred tax liabilities 15 141,643 124,548

Deferred taxation

The following are the major deferred tax liabilities and assets recognised by the company and movements
thereon:

Liabilities Liabilities

2019 2018

Balances: £ £

Origination and reversal of timing differences 141,643 124,548

2019

Movements in the year: £

Liability at 1 January 2019 124,548

Charge to profit or loss . 17,095

Liability at 31 December 2019 141,643
Government grants

2019 2018

£ £

Arising from government grants 15,959 19,798

15,959 19,798
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17

18

19

20

21

Retirement benefit schemes

2019 2018
Defined contribution schemes £ £
Charge to profit or loss in respect of defined contribution schemes 96,366 84,845

The company operates a defined contribution pension scheme for all qualifying employees, The assets of
the scheme are held separately from those of the company in an independently administered fund. The
outstanding liabllity at the end of the year amounted to £NIL (2018: £20,015).

Share capital

2019 2018
£ £
Ordinary share capital
Issued and fully paid
100,000 Ordinary shares of £1 each 100,000 100,000
Profit and loss reserves
2019 2018
£ £
At the beginning of the year 6,818,016 4,868,305
Profit for the year 390,648 1,949,711
At the end of the year 7,208,664 6,818,016

Profit and loss reserves are distributable reserves made up of retained earnings.
Operating lease commitments

Lessee
At the reporting end date the company had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

2019 2018

£ £

Within one year 30,534 29,489
Between two and five years 32,067 37,572
62,601 67,061

Events after the reporting date

Since the balance sheet date there has been a global pandemic from the outbreak of COVID-19. The
potential impact of COVID-19 became significant in March 2020 and is causing widespread disruption to
normal patterns of business activity across the world, including the UK. The company is treating this as a
non-adjusting post balance sheet event and therefore the judgements and estimates disclosed in note 3
have not been updated to reflect the impact of this event.
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Ultimate controlling party

The directors consider Cleveland - Lincoln Electric Holdings, Inc, which is a company registered in the
United States of America, to be the uitimate parent company and controlling party by virtue of its 100%
holding of the issued share capital of Weartech International Inc. its immediate 100% parent company. The
largest and smallest group in which the results of the company are consolidated is that headed by Lincoln
Electric Holdings, Inc. Copies of the consolidated financial statements of Lincoln Electric Holdings, Inc. may
be obtained from 22801 Saint Clair Ave, Cleveland, OH 44117, USA,
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