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Caterpillar (NI) Limited

Strategic Report for the Year Ended 31 Decembér 2021

The directors pre'scnl their strategic report for the year ended 31 December 2021.

Business review

The results for the financial year show an operating profit bcforc tax of £20,161,000 (2020: £8,306,000). The

company has net assets of £158,775,000 (2020: £140,865,000) at the end of the financial accounting period. The

2020 numbers included a rccognition of £9.485,000 rclated to the restructure of the company’s place in the
- global Electric Power Division operations and manufacturing footprint. The £9,485,000 net impact was a result
- of £22,668,000 in redundancy cost to be paid to employees in addition to £1,312,000 of costs incurred by a
group scrvice provider with recovery from group headquarters to the value of £14,495,000.

2021 saw a decrease in thc company’s umover. Whilst the component supply ‘business volumes recovered after
a low 2020, this was offset by the outworking of the restructuring of the global Elcctric Power Division
operations footprint which drove the reduction in employee numbers during the year. The 2021 numbers include
a £13,712,000 impairment release. This includes a reversal of the remaining carrying 2019 impairment of
£17,569,000 of tangible asscis and £469,000 of intangible assets due to thé upturn in the component supply
business. This reversal was offset by an impairment of £4,300,000 of surplus tangible asscts and £26,000 of
surplus intangible assets related to the Electric Power footprint restructure.

Excluding the two unusual items of the Impairment release and the 2020 recognition of restructure costs the
underlying profit reduced year on year in line with the reduction in tumover.

[n 2022, the company cxpects to sce electric power sales revenue as a whole decrease slightly again with the
final phase of the restructuring of the manufacturing footprint seeing standard Genscts assembly revenue being
partially replaced by the future steady statc of higher value Power Module business. This decrease is expected to
be offset by the continued year on year growth in the component supply business.

Fmancml key performance indicators
The company's key financial performance indicators durlng the financial ycar were as follows:

Unit 2021 2020
Sales dccrcasc . % 9 10
Operating profit movement % 143 176
Headcount : Number 1,084 1,509
Volume of Genscets Units 2,884 6,544

Turnover decreased by 9% mainly due to the restructuring of the global Electric Power Division operations
footprint.

The operating profit movement improved to 143% largely attributable to a £13,712,000 impairment relecase
which encompasses the reversal of the remaining carrying 2019 impairment due to the uptum in the component
supply business offset by an impairment of surplus assets related 10 the Electric Power footprint restructure.

Non-financial key performance indicators

People .
We are committed 10 developing our talent; our people’s skills and perspectives are the heartbeat behind the
success of our products and services. We work in an inclusive environment, encouraging ideas and feedback, in
order to create a positive. cmployce experience. We conduct annual employee insights surveys to understand
cmployee engagement levels and to identify opportunities for improvement. ‘

Safety

Safety amongst employees is the company's top priority with an expectation of zero recordable injuries. Metrics
indicate that performance in 2021 was comparable with 2020 in regards 10 recordable injuries and other safety
metrics..

2
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" Caterpillar (NI} Limited

Strategic Report for the Year Ended 31 December 2021 (continued)

Principal risks and uncertainties :
The management of the business and the exccution of the company's strategy are subject to a number of rlsks

Key business risk

Performance in the sector is afTected by general economic conditions as well as specific scctorlal factors. The
board carrics out regular strategic reviews including assessments of competitor activity, market trends and
forecasts, and customer behaviour. The security of product supply is monitored by the directors on an ongoing
basis with supplicr financial strength, product quality and service levels regularly reviewed. The compan)’s
active review of the market pnces both provides protection and maximised opportunities from ammpalcd price
rises.

The previously anndunced restructuring of the global electric power operations and engincering footprint
commenced implementation in 2021 with the execution of a severance programme for affected employees along
with reconfiguration of the Larne facility to facilitate the changes in product mix towards more higher valuc
electric power product.

Environmental risk °

The company's operations can create environmental risks including emissions to air, odour emissions, noise and
. waste management. The business operates under environmental permits issued and monitored by government
authorities. As well as managing comphancc to these permits the company completes the following in its
niitigation processes:

*  Keeps up to date with regulation changes to determine what is applicable to the company.
» Completes internal Caterpillar Inc. audits on environmental risk processes.

»  Performs éxternal assessments every 6 months from 1SO 14001 audit.

+ Maintains a corporate databasc with corrective actions and mitigations noted.

+  Environmental calendar planning with environmental permit logging and review:.

LIBOR reform risk
- During 2021 the company received/paid interest on intercompany loan balances with fellow UK companies
based on the interest rate of the London Inter-bank Offercd rate (LIBOR) plus 0.5%. On 31 December 2021
there was a mandatory change from the LIBOR rate 1o the Sterling Overnight Index Average (SONIA) Rate.
The Caterpillar Treasury project team prepared interest rates for this change which resulied in the calculation of
similar market-based rates to those that were used for LIBOR. The switch over to the new rates, SONIA Term
plus 0.5%, occurred on | November 2021, . '

Cyber risk

The™ Caterpillar Inc. group of companies approachcs information security risk managcmcnl through a
comprehensive program to identify, assess, quantify, mitigate, transfer or formally accept information security
risk at an appropriate level of the company. The program is chartered to operate across the extended enterprise
to protect the company's people, information, property, products and brand from the cyber risks by seeking to
preserve the confidentiality, integrity and availability of information, and to enable the safe operation of our
connected machines.

The Caterpillar Inc. group of companies have cstablished, implemented, work hard to maintain, and seck
continually to improve the information sccurity risk management program aligned with 1SO 27001, which
includes various procedures and controls o mitigate such cyber risks. Our program gives confidence to our
peoplc, partners and customers that information risks are adequately managed. Supported by Enterprise Policies
and Procedures, the program also includes sophlsucatcd technologics and detailed security processes we execiite
24 hours a day, every day.
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Caterpillar (NI) Limited
Strategic Report for the Year Ended 31 December 2021 (continued)

The company is aware of the risk of a cyber-attack taking place and education programs in the form of
communications and mandatory online training are deploycd ensuring company employees are aware of -
potential threats and have appropriate IT security awarencss. Robust onboarding and offboarding processcs
ensure any employee (umover is managed in accordance with cyber sccurity protocols.

.

Further details, specificaliy relating to financial risk, are covered within the Directors’ Report.

Streamlined Energy and Carbon Report (SECR)
The Streamlined Energy Carbon Report is disclosed within the Dlrcclors Report

Section 172(1) Statement
This section of the Strategic Report describes how the directors have had regard 10 the matters set out in section

172(1) (a) to (), and forms the directors’ statement required under scction 414CZA, of The Companics Act
2006.

Board of Directors
The Board of Direclors appointed to manage Caterpillar (NI) Limited participales in, oversees, advises and
counscls the management of the company and monitors the management team's performance and legal and
ethical compliance.

Caterpillar (N[) Limited's bOﬂI\'d members have been given training regarding duties, responsibilities and
liabilities of Directors. Members of the board also participate in the management of the business. As leaders and
managers, they are regularly exposed to formal teadership and business-related training. Board members have
access to other members of the company’s management, and will, from time to time, invite other executives and
employees to participate in, or provide information for use at Board meetings so that the Board has additional
insight on items or issues to be decided by the Board. The Board may, from time to time, cngage outside
advisors or other experts as it dcems necessary or appropriate Lo assist it in can’)’ing out its responsibilities.

Employee en engagement :

The' directors recognise the need to maintain good communications with employees and to increase their
involvement in their work. management is responsible for the detailed development of communications and
participation practices as requircd by their local sitvations. The practices involved include providing information
to employees on the company's performance through house journals, news bulletins, briefing meetings and
video presentations, such as the division's All Employee Mectings and Weekly News bulietins.

Human resource development is a key element of the company’s long term strategic prioritics with particular
emphasis on learning. There is a share scheme which enables cmployces to invest in shares of the ultimate
parent company, Caterpillar Inc.

Stakeholder engagement - .
The company is commitied to undcrsiandmg the needs of its customcrs and together w:th its partners,
“delivering industry-leading products and services.

The cdmpany maintains a collaborative working relationship with distributors and customers and has dedicated
account managers allocated enabling the. provision of regular updmes regarding the company’s business and
products.

The company has high standards for quality, delivery, and price and its suppliers play a key role in the
company's commitment to excellence. Suppliers are given access to a dedicated’ portal that provides
.transparency (o our suppliers on performance requirements, our organisation, and how to begin doing business.
The portal also provides the key information that any supplier needs to know regarding the requirements,
policies, and procedures in the arcas of Business Requirements and Regulations, Quality and Supply Chain.
Each supplier also has a dedicated buyer who partners them, for case of communication and continuous
improvement.
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Caterpillar (NI) Limited
Strategic Report for the Year Ended 31 December 2021 (continﬁed) )

Communitics and ¢nvironment

Catcrpillar (NI) Limited takes its responsibility to the various communities in which we work very seriously and
follows a company-wide strategy of sustainability and energy efficiency. Manufacturing is a process that
unavoidably uses energy however we’ve committed to sustainable manufacturing pracesscs that minimise both
the encrgy consumcd and the waste produced.

* The company takes its nesponsibilil)" 10 the various communities it works in very seriously and has a philosophy
of 'think global, act local'. The company also follows a company-wide strategy of sustainability and energy
efficiency. : -

This report was approved by the Board o't'.Direcl‘ors and signed on its behalf by:
D Bain ‘ ‘
Director

Date: 28 Scptember 2022i
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" Caterpillar (N1) Limited

Directors' Report for the Year Ended 31 December 2021

.- The directors present their report and the audited financial statements for Caterpillar (N1) Limited for the year
ended 31 December 2021.

Directors of the company
The directors who served during the year, and up to the date of 51gmng the financial statements, unless
otherwise stated, were as follows: .

P A Lyttle
P McCartan (appointed 12 March 2021 and rcSIgned 7 February 2022)
M McClure (resigned 13 October 2021)

S'Narayanan (appointed 12 March 2021)

D W Anderson (appointed 19 July 2021)

H Reilly (appointed 3 November 2021)

'l_'he following dircctor was appointed afier the year end:

D Bain (apPointcd 7 February 2022)

Dividends

There were no dividends paid in the financial year under review (2020 - £Nil).

The directors recommend that no dividend be proposed or declared for the year ended 31 December 2021
(2020 - £Nil).

Cash pooling / cash funding

The company is part of the Caterpillar Inc, group’s cash pooling / funding arrangements. This is administered by
Caterpillar Corporate Treasury, who ensurc the company receives the funds it requires in order to meet its
obligations.

Receipts and payments between fetlow group companies are transacted via the intercompany loan accounts, Any
other receipts and payments are transacted through the company bank accounts.

The balances of these accounts are then transferred to the bank account of Caterpillar UK Holdings Limited (the
Counterparty) on a daily basis. This enables the funds to be utilised by the Corporate Treasury function in the
wider Caterpillar Inc. group. )

The company has an intercompany loan agreement with Caterpillar UK Holdings Limited. This Agreement may
be terminated by either party upon 30 days advance written notice to the other party. Upon termination, the
borrower shall pay the principal amount outstanding under thc loan with accrued intcrest, unless otherwise
agreed among the parties.
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Caterpillar (NI) Limited

Directors’ Report for the Year Ended 31 December 2021 (continued)

Going concern

The company mcets its day-to-day working capital rcqunrcmcnls through mlcrcompany cash pooling / funding
‘arrangements. This provides the company access to the cashflows necessary for the day-10-day running of the
company, and to support the going concern assertion. .

The impact of COVID-19 on thc company has gradually receded during 2021 with the vaccination program
roll-out and the continuing carcful mianagement and mitigation of risks associated with the pandemic. As
facilities continuc their return to work programs, we do not anticipate any significant .impact on fulurc
. operations or results that may be directly attributable to the pandemic.

Ongoing geopohucal tensions, increasing energy prices and global inflationary pressurcs are contributing to a

. level of uncentainty in relation to the impact on operations and the future financial results of the busincss. Whilst
the impact of this uncenainty does not currently warrant significant action (o be taken, the company continucs to
monitor these developments, as well as the potential for any material impacts, which may subsequently require
consideration in futurc business planning.

The company has obtained a letter of support from Caterpillar Inc. that confirms the availability of funding
necessary 1o enable Caterpillar (NI} Limited to continue in existence as a going concern to meet its liabilities as
they fall duc and to carry on its business in the 12 months from the date of the approval of thesc ﬁnancual
statements.

Considering all the above, the dircclors have a reasonable expectation that the company has adequate financial
and other resources to continuc in operation for the foresceable future. The company therefore continues to
adopt the going concern basis in preparing its financial statements. .

Employment of disabled persons

The policy of the company for the cmplovmcnl of disabled persons and for the conlmued employment of -
persons becoming disabled while in the company’s employment is 10 provide equal opportunities with other

employees, having regard to thc maintcnance of a safe working environment and the constraints of their

dlsabllmes The company subscribes to the policics cslabllshcd by the Equality Commission.

All cmployccs arc eligible for consideration for appropriate lrammg, career development and promotional
opportunitics and disabled people are not treated differently in this respect.

Engagement with employees
Sec Section 172(1) Statement within the Strategic Report.

Engagement with stakeholders
See Section 172(1) Statement within the Strategic Report.

Research and development
During the year the company continued to carry out rescarch and development in order 10 maintain its position
al the forefront of technology. . -

As part of this policy of continually upgrading company products and introducing new models to the market, the

company has an ongoing major commitment to research and development. The expenditure on research and
development continues to be considerable and is ‘written off during ‘cach financial year.
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Caterpillar (NI) Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

Financial risk management

Objectives and policies

’

The company is exposed to a varicty of financial risks. The company's overall risk management programme
seeks 10 minimise potential risks for the company. Management reviews and agrees polncnes for managing risks.
The most important components of financial risk affecting the company are ’

Price risk, foreign exchange risk, credit risk, liquidity risk and interest rate cash flow risk

Price risk ’

The company is exposed 10 commodity price risk as a resuit of its operations and this is mitigated by commodity
price hedging carried out on its behalf by the parcnt company. The directors will revisit the appropriateness of
this policy should the company's operations change .in size or naturc. The company has no exposure to equity
securities price risk as it holds no listed or other equity mslruments

Foreign exchangg risk

While a substantial part of the company’s revenues and expenses are denominated in sterling, the company is
exposed to some foreign exchange risk in the normal course of business with a large part of sales and costs
denominated in US dollars. The company operates a Risk Management Service Agreement with its parent
company to mitigate this foreign exchange risk. The company has not used third party financial instruments 10
hedge foreign exchange exposure. .

Credit risk

The company has implemented p0I1c1cs that require appropriate credit checks on potential customers before
sales are made. The amount of exposure 10 individual customers is subject to a limit, which is reassessed
regularly by the Board.

Liquidity risk
All company debt is inter-company and short term; Caterplllar Treasury ensures the company has sufficient
available funds for operations and planned expansions. .

Interest rate cash flow risk

The company has both interest-bearing assets and interest-bearing liabilities. Interest bearing assets include only
cash balances, ail of which earn interest at variable rate, whilst the primary interest-bearing liability is our
intercompany loan funding arrangement with Caterpillar UK Holdings Limited which bears interest at LIBOR
plus 0.5%. The directors will revisit the appropriateness of this policy should the company’s opcrations change -
in size or nature.

Future developments
As a result of Brexit the new EU - UK Trade & Cooperation Agreement came into force on 1 January 2021. The
‘company was well prepared for this so has not experienced any major issues as a result so far.

The restructuring of the Electric Power global manufacturing footprint has precipitated the optimisation of the
Lame facility layout for the futurc steady state primarily centred on high value power modules and this work is
to be mostly completed in 2022. An element of this was the intended sale of the Soulh Campus of the Larne site
which was listed in Iale 2021.

The company, m‘cspccuve of the outcome of the recently announced contemplation of the discontinuation of the
manufacture of F G Wilson generating sets in Lame, will continue (o act as a sales hub for the distribution of
globally manufactured F G Wilson sets 1o the dealer nctwork and support the expected growth in that sector of
the business.

The component supply business based in Belfast is expected 10 experience steady growth in 2022 to build on the
upturn experienced in 2021.
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Caterpillar (NI) Limited

Directors' Report for the Year Ended 31 December 2021 (continued)

Streamlined Energy and Carbon Report (SECR)

The gross greenhouse gas (GHG) emissions for Caterpillar (N1)'Limited is 4,315 tonnes of carbon dioxide
equivalent (tCO2c) at an emissions intensity of 10.9 1CO2e per £m revenuc for the year | January 2021 to 31
Deceniber 2021. This represcnts an overall decrease in emissions of 21% compared to the previous melvc
months and a 13% reduction in carbon cmissions intensity from the.business activities.

The gross GHG emissions figure includes all material Scope 1, 2 plus Scope 3 required to disclosed by the
Icgislation; that is the emissions associated with the purchase of electricity, the combustion of gas and the
consumption of fuel for the purposes of transport.

Caterpiltar (N1) Limited greenhouse gas emissions are broken down in the following scctions.

Emissions and energy consumption ,
Summary. of greenhouse gas emissions and energy consumption for the year ended 31 December 2021:

Description . % of total 2021 2020
Fuel combustion: Natural gas 55% 2,388 2,841
Fuel combustion: Transport ' 3% 121 118
Enmissions from the consumption of Elcctrlcny : 42% 1,806 2,505

Summary of scope | (direct) grecnhouse gas emissions for the year ended 31 December 2021: .
Description ' : Unit ™ . 2021 2020

Combustion of Natural Gas ' ' 1C02e 2,388 2,841
Fuel combustion: Transport ’ . 1CO2% 107 101
. ’ : 2,495 2,942

Summary of scope 2 (indircct) greenhouse gas emissions for the year ended 31 December 2021:

Description Unit 2021 2020
Consumed Electricity : 1ICO2e - 1,660 2,306

Summary of scopc 3 (other indirect) greenhouse gas emissions for the year ended 31 December 2021:

Description . : Unit . 2021 " 2020
Fuel combustion: Transport . 1CO2c <14 17
Consumed electricity 1CO2e 147 198

: 161 215 )

,

Summary of energy consumption for the year ended 31 December 2021: )
Description Unit 2021 2020

Electricity - kWh 13,035,864 9,893,188
Natural gas ) . kWh 7.815,698 * 15,451,723

Transport fuel . kWh 527,474 490,479
' . 21,379,036 25,835,390
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Caterpillar (NI) Limited
Directors’ Report for the Year Ended 31 December 2021 (continued)

The data contained in this document is calculated and reported in line with the methodology sct out in the UK
Government's Environmental Rt,porung Guidelines, March 2019.

An ‘operational control’ approach has been used to define the Greenhouse Gas emissions boundary. This
approach captures emissions associated with the operation of buildings within the scope of the regulation, plus
- transport; company-owned vehicles used fof business travel. This report covers UK operations only, as required
by SECR for Non-Quoted Large Companies. The report also includes emissions from waste generated from a
range of sources and transmission distribution (T&D), this is a voluntary scopc 3 emission that means the losses
in transmission between sources of supply and.points of distribution are included in the carbon emissions. By
combining the T&D emissions with those from the generation of purchased clectricity provides the emissions
associated with electricity consumption, which is considered best practice. '

Caterpillar (N1) Limited is not listed on a stock exchange such as the London Stock Exchange, so is classified as
a Non-Quoted Large Company for the purpose of regulatory compliance.

Emissions have been calculaicd using the 2021 conversion factors provided by Department for Business, Encrgy
& Industrial Strategy. The reponting period is | January 2021 to 31 December 2021,

»  Programme of replacement of light fittings with high efficicncy LED units.

* Air leak detection and repair programme managed thmugh'the Maintenance Department.

+ Reduction in number of fork trucks on site. ,

» Enhanced shut down processes and out of hours work, including audit programme -to verify })Ianl,
machinery, and workstations turned ofT.

* Refocus on encrgy management through governance meetings, with focus on purchasmg strategy, metering
and control, communications, energy metrics and performance.

« Energy recovery from reliability testing (greater than 250hrs run time).
- Installation of air locks and upgrade to-rapid response roller doors to minimise hcat losses.
Qualifying third party indemnity provisions

At the time this report is approved, and during the financial year, a qualifying third party indemnity provision
was in place for the benefit of one or more of the directors.

Statement of Directors’ responsibilities in respect of the Financial Statements _
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation. . - ¢

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS. 102 "The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, and applicable law).

Under company law, directors must not approve the financial statemenis unless they are satisfied that they give
a truc and fair view of the state of affairs of the company and of the profit or loss of the company for that period.
In preparing these financial statements, the directors are requnrcd to: .

+ select suitable accounting policies and then apply them consnstcmly;

+ state whether applicable United Kingdom Accounting Standards, comprising FRS 102 have been followed,
- subject to any material departures disclosed and explained in the financial statements;

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

« prepare the financial statcments on the gomg concemn baS|s unless it is inappropriatc to presume lhal the
company will continug in business.
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‘Caterpillar (NI) Limited
Directors' Report for the Year Ended 31 December 2021 (continued)

_Tlic dircctors are also responsible for safeguarding the asscts of the company and henece for taking reasonable
steps for the prevention and detection of fraud and other irregularitics.

The directors arc responsible for keeping adcquate accounting records that are sufficient 1o 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 cnsure that the financial statements comply with the Companies Act.2006.

- so far as the director is aware, there is no relevant audit information of which the company's auditors are
unaware, and

« they have taken all the steps that they ought to have taken as a director in order to make themselves aware of
. any relevant audit information and to establish that the company’s auditars are awarc of that information,

-Directors’ confirmations
In the case of each director in officé at the date the Directors’ Repon is approved:

*+ so far as the director is aware, there is no relevant audit mformauon of which lhe compan)'s auditors are
unaware, and

« they have taken all the steps that they ought 10 have taken as a director in order to make themselves aware of
any relevant audit informalion and to establish that the company's auditors arc aware of that information.

Reappointment of audltors

Under section 487(2) of the Companies Act 2006, I’nccwalcrhouscCoopcrs LLP will be deemed 1o have been
reappomlcd as auditors afier these financial siatements were sent to members, or afier the latest date prescribed
for filing the ﬁnanmal statements with the registrar, whichever is earlier. -

Post balance sheet event |

The recent announcement on the conlt,mplauon of the discontinuation of the manufacture of the FG Wllson
brand generating sets in the Larne facility opens a consultation process, to be concluded by the end of 2022, that
could see the reduction of manufacturing and support headcount of approximately 83 heads accompanied by a
voluntary severance programme. The contemiplation could also see the disposal of surplus assets in the Larnc
facility. The company fully expects all of these costs to be recovered from the group principal. ’

This report was approved by the Board of Directors on and sigﬁcd on its behall by:

"D Bain -
Director

- Date: 28 September 2022
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Caterpillar (NI) Limited

Independent Auditors' Report to the Members of Caterpillar (NI) Limited

Report on the audit of the financial statements

Opinion

In our opinion, Catcrplll'\r (NI) Limited's financial statements:

- give a true and fair view of the state of thc company’s affairs as at 31 December 2021 and of its profit for the
year then ended;

< have been properly prepared in accordance with United Kingdohm Gengerally Accepted Accounting Practicc
(United Kingdom Accounting Standards, comprising FRS 102 "The F |nanc1al Reporting Slandard applicable
in the UK and Republlc of Ireland”, and applicable law); and '

» have been prepared in accordance with the requirements of the Companies Acl 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the
" Annual Report”), which comprise: the Balance Sheet as at 31 December 2021 the Statement of Comprehensive
income and the Statement of Changes in Equily for the yecar then ended; and the notes to the (inancial
statements, which include a description oflhc significant accounung pohcnes

Basis for opinion

We conducted our audit in accordance with International Standards on Audltmg {UK) ("ISAs (UK}") and
applicable law. Our responsibilities under [SAs (UK) are further described in the Auditors' responsibilitics for
the audit of the financial statements section of our report. We belicve that the audit cwdcnce we have obtained is
sufficient and appropriate to provndc a basis for our opinion.

Independence

We remained independent of the ‘company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC’s Ethical Standard and we have fulfilled
our other cthical responsibilities in accordance with these requirements.

Conclusions relating to geing concern

Based on the work we have performed, we have not identified any material uncertaintics relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability (o continue as a
going concem for a period of at least twelve months from when the financial statements are authorised for issue.

" In auditing the financial statements, we have concluded that the directors’-use of the going concemn basis of
accounting in the preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to
the company's ability to continue as a going concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are descnbcd in the
_ relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements
and our auditors' report thereon. The directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, accordingly, we do not express an audit opinion,
or cxcept Lo the extent othenwise explicitly stated in our report, 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 othenwise appcars to be materialty misstated. 1f we identify such material
inconsistencies or apparent malerial misstalements, we arc required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. 1f, based on the
work we have performed, we conclude that there is a matcnal misstatement of this other information, we are
required to report that fact.
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Caterpillar (NI) Limited
Independent Auditors' Report to the Members of Caterpillar (NI} Limited (continued)

With respect to the Strategic Repornt and Directors’ Report, we also considered whether the disclosures required -
by the UK Companies Act 2006 have been included.

Based on our work undcrtaken in the course of the audit, the Companies Act 2006 requires us also to repon
certain opinions and matters as described below.

Strategic report and Directors' Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
report and Directors' Report for the year ended 31 December 2021 is consistent with the financial statements and
has been prepared in accordance with applicable legal requirements.

In light of the knowlcdge and understanding of the company and its environment obtained in the course of the
audit, we did not identify any material misstatcments in the Strategic report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the in respect of the Financial Statcments, the directors are responsible for the
preparation of the financial statcments in accordance with the applicablc framework and for being satisfied that
they give a true and fair view. The dircctors are also responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error. ’ :

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

Auditors’ responsibilities for the audit of the financial statements

Our gbjectives are to-oblain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and Lo issuc an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guaraniee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstaiement when it exists. Misstatements can arise
from fraud or error and are considcred material if, individually or in the aggregate, they could rcasonably be
expected to influence the economic decisions of users taken on the basis of thesc financial stalements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud, is
detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of
non-compliance with laws and regulations related to the Companies Act 2006, and we considered the extent
10 which non-compliance might have .a material effect on the financial statements. We cvaluated
management’s incentives and opportunities. for fraudulent manipulation of the financial statements (including
the risk of override of controls), and determined that the principal risks were rclated to the
manipulation of accounting estimaltes which could be subject to management bias or the posting of unusual
joumnals. Audit procedures performed by the engagement team included:

+ Understanding and evaluating the key elements of the company’s internal ¢ontrol related to estimates

+ Reviewing legal expense accounts, board minutes and in-house legal counscl documentation

+ Understanding and evaluating the key elements of the company’s internal control related to estimates.

+ Substantive testing of journal entries, particularly focused around journals which have unexpected account
relationships
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Caterpillar (NI) Limited

Independent Auditors' Report to the Members of Caterpillar (NI) Limited (continued)

P

+  Substantive testing of journal entries, particularly focused around journals which have unexpected account
relationships.

+ Reviewing financial statement disclosures and testing to supporting documentation to assess compliance
with applicable laws and regulations.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that arc not closely related to events and transactions
reflected in the financial statements. Also, the risk of not detecting a material misstatement due to fraud is
higher than the risk of not detecting one resulting from crror, as fraud may involve deliberate concealment by,
for example, forgery or intentional misrepresentations, or through collusion.

+ Confirmation and-enquiry of management and those charged.with governance over compliance with taxation
legislation, including consideration of actual or polential litigation and claims, !

< Revicwing accounting estimates for bias and validating the support behind the assumptions and judgements
made by management including challenging against possible alternatives

» Reading the minutes of the Board mectings to tdennfy any inconsistencies with other mformatlon provided
by managcment --

« Reviewing accounting estimates for bias and validating the suppon behind the assumptions and judgements
made by managemient including challenging against possible alternatives.

+ Incorporating elements of unpredictability.

. Incorboraling clements of unprediciability

. Revic;wing minutes of mectings of those charged with governance,

« Obtaining an understanding of the control environment in monitoring. compliance with laws and regulations
A further description of our responsibilities for the audit of the financial statements is located on the FRC’s
website at: www. frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purposc. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.
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S Caterpillar (NI) Limited

Independent Auditors' Report to the Members of.CaterpiI!ar (N1) Limited (continued) °

OTHER REQUIRED REPORTING

Companies Act 2006 exception reporting
Under the Companics Act 2006 we are required to report to you if, in our opinion:

+ we have not obtained all the information and explanations we require for our audit; or

+ adequate accounting records have not been kept, or returns adequate for our audit have not been received
. from branches not visited by us; or

« cenain disclosures of dircctors’ remuncration specified by law are not made; or
-+ the financial statements are not in agreement with the accounting records and returns.

W¢ have no exceptions to report arising from this responsibility.

B A/QQMM

Brenda Heenan (Senior Statutory Audilor)
for and on behalf of PricewaterhouseCoopers LLP,
Chartered Accountants and Statutory Auditors
Belfast Merchant Square ’
20-26 Wellington Place

" Belfast
BT1 6GE

29 Scptember 2022
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Caterpillar (NI) Limited

Statement of Comprehensive Income for the Year Ended 31 December 2021

2021 2020
Note . £000 "£000
Tumover’ a 5 399,890 439,472
Cost of sales . : (374,341) (403,241)
Gross profit o ' . i 25,549 36,231
Distribution costs - ’ o (4.920) (5.487)
Administrative ex’penscs : . ’ (I,OOi) {23,668)
Olhcr.operaling income . 9 ' 534 1,230
Operating profit . ' 10 20,161 ' 8.306
- Interest receivable and similar i'ncomc ' ' 11 2,090 293
Interest payable and similar expenscs . 12 (819) (1,518)
Proﬁ} before tax - - " 21,432 7,081 .
“Tax on profit - _— o 3 (3,946) (1,299)
Profit for the financial year 17,486 5,782
Other comprchcnéive income A S ' - ' -
Total comprehensive income for the year 17,486 3,782

The above results were derived from continuing operations.

The notes on pages 19 1o 40 form an integral part of these financial statements.
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Caterpillar (NI) Limited

(Registration number: N1006692)
Balance Sheet as at 31 December 2021,

Fixed assets
Intangible assets
Tangible assets
Investments

Current assets

Stocks

Dcbtors

Cash at bank and in hand’

Creditors: Amounts falling due within one year
Net.current assets

Total assets less current liabilities

Creditors: Amounts falling due after more than onc ycar
Provisions for liabilities ‘

Net assets

Capital and reserves
Called up share capital
Sharc premium account
Capital redemption reserve
Retained earnings

Total equity

Note

14
A5
16

17

19
20

23

2021 2020
£000 £000
555 303
32,647 . 26217
- 60
33,202 26,580
85,831 92,656
122,413 124,022
42 674
208,286 217,352
(78.695) (76,100)
129,591 141,252
162,793 167,832
(2,191). (3,203)
(1,827) (23.764)
158,775 140,865
688 688
1.350 1,350
15 15
156,722 138,812
158,775 140,865

- The financial statements on pages 16 to 40 were authorised for issuc by the Board of Directors and signed on its

behalf by:

Director
- Date: 28 September 2022

‘T'he notes on pages 19 to 40 form an integral part of these financial statements.
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Caterpillar (NI) Limited

Statement of Changes in Equity for the Year Ended 31 December 2021

At | January 2021
Profit for the year
Total comprehensive
income

Share based payment
transactions

At 31 December 2021

At ] January 2020
Profit for the year

Total comprehensive
income

Share based payment -

transactions

At 31 December 2020

Note

21

Note

21

Called up Share ' Capital
share premivm redemption .Retained
capital account reserve earnings  Total equity
£ 000 £000 £000 £ 000 £000
688 1,350 15 138.812. 140,865
- - - 17,486 17,486
- - - 17,486 17.486
- - - 424 424
688 1,350 15° 156,722 158,775
Called up Share Capital
share premium redemption Retained
capital account reserve earnings  Total equity
£000 £000 £000 £ 000 £ 000
688 1,350 15 132,414 134,467
- C - - 5,782 5,782
- - - 5,782 5,782
- - - 616 616
688 v 138,812 140,865

1,350

The notcs on pages 19 1o 40 form an integral part of these financial Statements.
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© Caterpillar (N1) Limited

Notes to the Financial Statements for the Year Eﬁded 31 December 2021

1 General mformallon

The company is a private companv limited by shares, incorporated in United Kingdom and registered in
Northern Ireland.

The address of its registered office is: -
The Company Secrctary
Old Glenarm Road

Lame

County Antrim

BT40 1E)

The principal activities of thc company are the design, manufacture and assembly of diesel and gas gcncraung
scts and associated cqu:pmcm along with the manufacture of axle and transmission components.

2 Statement of compliance

These financial statements have becn prepared in compliance with United Kingdom Accounting Standards,
including Financial Reporting Standard 102, “The Financial Reporting Slandard appllcablc in- the UK and
Republic of Ireland’, and Companics Act 2006.

3 Accounting policies

Summary of significant accounting policies
The principal accounting policies applied in the preparation of these ﬁnancnl statements are sel out below:.
These policies have bccn consistently applied to all the years presented, unless- otherwise stated.

Basis of preparation
These financial statements are prepared on a going concern basis under the historical cost convention.

The company's functional and presentation currency is pounds sterling.

The preparation of financial statements, in compliance with FRS 102, requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in applying the company’s accounting
policies. The areas involving a higher degree of judgement or complexity, or arcas where assumptions and
* estimates are significant to the financial statcments, are disclosed in note 4.

Group financial statements
The company is exempt from the requirement (o prepare group financial statcments by virtue of section 401 of
the Companies Act 2006 and section 9 paragraph 3 of the Financial Reporting Standard 102.

These financial statements are thc company's separatc financial statements presenting information about the
‘company as an individual undcrtaking and not about its consolidated group.

The financial statements of Caterpillar (N]1) Limited are included in the consolidated financial statcments of
Catemillar Inc., the ulumale parent undertaking and the smallest and largest group to consolidate these financial
statements. .

The financial statcmcms of Caterpillar Inc. may be obtained from The Company Secretary, 510 Lake Cook
Road, Suite 100, Deerfield, lllinois, 60015, USA.
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Caterpillar (NI) Limited.

' Notes to the Financial Statements for the Year Ended 31 December. 2021 (continued)

3 Accquniing policies (continued)

. Summary of disclosure exemptions
The company has taken advantage "of the following disclosure C\cmpuons in preparing these financial
statements, as permitted by the FRS 102 "The Financial Reporting Standard applicable in the UK and Republic
of lreland"; .

* the requirements of Section 7 Statement of Cash Flows; :
« the requirements of §cction 3 Financial Statcment Presentation paragraph 3.17 (d);

+ the requirements of Section 11 Financial Instruments paragraphs 11.41 (b), 11.41 (c), 11.41 (¢), 11.41 (1),
11.42, 11.44 10 1 1.45, 11.47, 11.48 (a)(ii), 11.48 (a)(iv), 11.48 (b)and 11.48 (c);

+ the requircments of Section 12 Other Financial Instruments paragraphs 12.26 10 12.27,, 12.29 (a) 12.29 (b)
and 12.29 A;

» the requirements of Section 26 Share-based Payment paragraphs 26.18 (b}, 26.19 10 26.21 and 26.23;
» the requircments of Section 33 Related Party Disclosures paragraph 33.7. -

This information is included in the consolidated financial statements of Caterpillar Inc. as at 31 December 2021
and these financial statcments may be obtained from the Secretary at Caterpillar Inc., 510 Lake CooI\ Road,
Suite 100, Decerficld, llinois, 60015, USA.

- Going concern
The company meets its day-to-day working capital requirements through intcrcompany cash poolmg/ funding
arrangements. This provides the company access to the cashflows necessary for the day-to-day running of the
. company, and to support the going concern assertion. .

The impact of COVID-19 on the company has gradually receded during 2021 with the vaccination program.
roll-out and the continuing careful management and mitigation of risks associated with the pandemic. As
facilitics continue their retum to work programs, we do not anticipate any significant |mpac| on future
operations or results that may be directly attributable to the pandemic.

Ongoing geopolitical tensions, increasing energy prices and global inflationary pressures are contributing to a
level of uncenainty in relation 10 the impact on operations and the future (inancial results of the business. Whilst
the impact of this uncertainty does not currently warrant significant action to be taken, the company continues to
monitor these developments, as well as the potential for any material tmpatls which may subsequently require
consideration in future business planning.

The company has obtained a letter of support from Caterpillar Inc. that confirms the availability of funding
nccessary (o enable Caterpillar (N1) Limited to continue in existence as a going concern to meet its liabilities as
they fall due and to carry on its business in the {2 monlhs from the date ol’ the approval of these financial
statements.

Considering all the above, the directors have a reasonable expectation that the company has adequate financial
and other resources to continuc in opcration for the foreseeable future. The company therefore continues to
adopt the going concern basis in preparing its financial statements.
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‘Caterpillar (NI) Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

3 Accounting policies (continued)

Turnover .
Turnover reported within these financial stalcments relaies to the sale of diesel and gas generating sets, axcls
and transmissions (for use in articulated trucks), and associated supply of aflermarket parts.

Tumnover is recognised to the extent that it is probablc that the economic benefits will flow to the company and
the turnover can be reliably measured. Tumnover is mcasured as the fair value of the consideration reccived or
reccivable, excluding discounts, rebales, value added tax and other sales taxcs.

Turmover is only recognised when:
* the company has transferred the significant risks and rewards of ownership to the buyer;

+ the company retains neither continuing managerial involvement to thc dcgrec usually associated with
ownership nor effeciive control over the goods sold;

» the amount of turnover can be measured rcliably;
* itis probable that the company will receive the consideration due under the transaction; and

+ the costs incurred or 1o be incurred in respect of the transaction can be measured reliably.

Employee benefits )
The company provndes a range of benefits to cmployces, mcludlng paid snckness and holiday arrangements,
dcfined contribution pension plans and an annual bonus.

Short-term benefits

Short term benefits including holiday and sickness pay are rccognised as an expense in the period in which the
cost is incurred. An annual bonus is not guaranteed and is only paid if pre set triggers are achieved.. If paid, the
cost of this is recognised as an expense in the year it relates to.

Long lcrm benefits

Employces are given the option to jOII‘l the Caterpillar (U. K) Limited defincd contribution pcnswn plan. The
company pays fixed contributions into the plan, which is recognised as an expense in the period in which the

cost is incurred. Sce the Share based payments and Pensions accounting policies for more information.

Share based payments .
Where Caterpillar Inc. cquity settled-share optlons are awarded to employecs, the fair value of the options at the
date of grant is charged to wages, within profit or loss over the vesting period, offset with a credit entry to

retained carnings, reported in the statement of changes in equity. When shares are exercised the difference

between the grant and exercise valuc is charged to wages and credited to intercompany payables with Caterpillar

Inc. . .

The fair value of the award also takes into account non-vesting conditions. These are either factors beyond the
control of either party (such as a target based on an index) or factors which are within the control of one or other’
of the parties (such as the company keeping the scheme open or thc employec maintaining any contributions
required by the scheme). Non-market vesting conditions are taken into account by adjusting the number of
equity instrumenis expected to vest at each balance shéet date so that, ultimately, the cumulative amount
recognised over the vesting period is based on the number of options that eventually vest. Markel vesting
conditions are factorcd into the fair value of the options granted. The cumulauvc expense is not adjusted for
failurc 10 achicve a market vesting condition.

Page 21



Caterpillar (NI) Limited

Notes te the Financial Statements for the Year Ended 31 December 2021 (continued)

3 Accounting policies (continued)

Where the terms and conditions of opfions are modified before they vest, the increase in the fair value of the
options, measurcd immediatcly before and after the modification, is also charged to profit or loss over the
remaining vesting period. :

The company has no cash settled share based payments. More details can be found in the Caterpillar Inc.
consolidated financial statements, which are publlcly available from the Company Sccretary and thc Caterpillar
Inc. website. - .

Defined contribution pension plan

The company operates a defined contribution plan for its employees. A defined contribution plan is a pension
plan under which the company pays fixed contributions into a separate entity. Once lhc contributions have been
paid the company has no further payment obligations.

The contributions are recognised as an expense within profit or loss when they fall due. Amounts not paid are
shown in accruals as a liability in the balance sheet. The assets of the plan are held scparately from the company
in indcpendently administered funds.

Leases
A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to
ownership. All other {eases are classified as operating leases.

Finance leases: Lessee .

Where assets are financed by leasing agreements that give rights approximating to ownership (finance lcases),
the assels are treated as if they had been purchased outright. The amount capitalised is the present value of the
minimum lcase payments payable over the term of the lease. The corresponding leasing commitments are shown
as amounts payable to the lessor. Depreciation on the relevant asscts is charged to profit or loss over the shorter
of estimated useful economic life and the term of the lease.

Lease payments are analysed between capital and intercst compenents so that the interest element of the
payment is charged (o profit or loss over the term of the lease and is calculated so that it represents a constant
proportion of the balance of capital repayments outstanding. The capital part reduces the amounts payable to the
lessor. .

Operating leases: Lessee

Leases in which substantially all the risks and rewards of ownership arc rctained by the lessor are classified as
operating leascs. Payments made under operating lcases are charged to profit or loss on a slra:ght -line basis over
the period of the lease.

Research and development

Research expenditure is expensed in the year in which it is incurred.

Development expenditure is expensed in the year it is incurred unless the directors are satisfied as to the
technical, commercial or financial viability of individual projects. [n this situation, the expenditure is deferred
and amortised over the period during which the company is expected to benefit.
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Caterpillar (NI) Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (contin_ued)

3 Accounting policies (continued)

Foreign currency transactions and balances

Foreign currency transactions are translated into the functional currency at the spot exchange rate on the day of
the transaction and then retranslated to a monthly FX Peg Rate, which is set by the Corporate Risk Management
Team. .

This monthiy rate is uscd to translate forelgn currency transactions to the company's functional currency in the
following month.

At period end, foreign currency monetary items in the balance shcet arc revalued using the month end rate
advised by the Corporate Risk Management Team, that is applicable for that month. Non-monetary items in the
balance sheet are measurcd at historical cost, translated using the FX Pcg Rate applicable at the date of the ’
transaction. They are not revalued.

Foreign exchange gains and losses, resulting from the settlement of transactions, and from the revaluation of
forcign currency monetary assets and liabilitics, are recognised in profit or loss within administrative expenses.

Interest receivable and similar income
Interest is recognised in the profit or loss using the effective interest rate method.

Interest payable and sumllar expenses

Finance costs are chargcd 10 profit or loss over the term of the dcbl using the effective interest ratc method so

that the amount charged is at a constant rate on the carrying amount. Issue costs are initially recognised as a
" reduction in the proceeds of the associated financial instrument.

Current and deferred tax

Tax is recognised in profit or loss, except that a charge attributable to an item of income and expense rccognised

as other comprchcnswe income or to an item-rccoghised directly in equity is.also recogniscd in other

comprehensive income or dircctly in equity respectively. g .

The current income tax charge is calculated on the basis of tax rates and laws that have been cnacted or
substantively enacted by the balance shecl date in the countries where the company operates and generates
income.

Deferred tax balances are recognised in respect of all timing dlfferenccs that have originated but not reversed by
the balance sheet date, except that:

a) The recognition of deferred 1ax assets is limited to the extent that it is probable that they will be recovered
against the reversal of deferred tax liabilitics other future taxable profits; and :

b) Any deferred tax balances are reversed if and when all conditions for retaining assocnatcd tax allowances
have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair valucs of assets acquired and
the future tax deductions available for them and the differences between the fair values of liabilities acquired
and the amount that will be assessed for tax. Deferred income tax is determined using tax rates and laws that
have been enacted or substantively enacted by the balance sheet date.

These financial statements include a benefit, netted against research and development, within administrative
cxpenses, relating to the prior yecar, based on the company's clection to adopt the UK's Research and
Development Expenditure Credit (RDEC) Scheme.
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Caterpillar (NI) Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

3 Accounting policies (continued)

}lntanglble assets
Intangible asscts are initially recognised at cost. After recognition, under the cost model, intangible asscls are
measured at cost less any accumulated amortisation and any accumulated impairment losses.

At each reporting date the dircclors assesses whether there is any indication of impairmcnt. If such indication
exists, the recoverable amount of the assct is determined which is the higher of its fair value less costs to sell
and its value in use. An impairment loss is recognised where the carrying amount exceeds'the recoverable
amount. '

Any impairment charged or reversed in the year will be rccogmscd in profit or loss within administrative
expenses.

Amortisation

All intangible assets are considered 10 have a finite useful life. If a reliable estimate of the useful life
cannot be made, the useful life shall not exceed (en years. + '

Amortisation is charged to profit or loss within cost of sales.

Asset class . . _ Amortisation method and rate
Software . . Straight line over 5 years

Tangible assets

Tangible asscts under the cost model are stated at historical cost less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly attributable to bringing the
asset 10 the location and condition necessary for it to be capablc of operating in the manner intended by
management.

At cach reporting date the company assesses whether there is any indication of impairment. [f such indication
exists, the recoverable amount of the asset is determined which is the higher of its fair value less costs to sell
and its value in use. An impairment loss is recognised where the carrying amount cxceeds the recoverable -
amount, This is charged to the profit or loss within administrative expenses/cost of sales.

The company adds to the carrying amount if a fixed assets item the cost of replacing part of such an item when
that cost is incurred, if the replacement part is expected to provide incremental future benefits to the company,
The carrying amount of the replaced part is derecognised. Repairs and maintenance are charged to profit or loss
during the period in which they are incurred. ’

Gains and losses on disposals are determined by comparmg the proceeds with the carrying amount and" are
recognised in the cost of sales section of profit or loss.
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Caterpillar (NI) Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

3 Accounting policies (continued)

Depreciation
" The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively if
appropriate, or if there is an indication of a significant change since the last reporting date.

Land held within freehold land and buildings is not depreciated. Depreciation on other assets is charged so as to
"allocate the cost of assets, less their residual value, over their csumalcd useful lives, using the straight-line
method.

The asset's residual values, useful lives and depreciation methods ar¢ reviewed and adjusted prospectively if
appropriate, or if there is an indication of a significant change 'since the last reporting date.

Depreciation is charged to profit or toss within cost of sales.

Asset class ‘ Depreciation method and rate
Freehold land and buildings Straight line 4% ; .
Plant and machinery Straight line 10-20%

Frechold land is not depreciated.

Investments .

Investments reported within these financial statements include subsidiaries investments and other investments.
Other investments are those where holdings are less than 20% of the nominal value of share capital. Both of
these are measured at cost less provision for accumulated impainment.

The company undcrtakes an annual assessment of the subsidiaries where it has invesiments, to determine if there
is an indication that an investment may be impaired. 1f any such indication exists, thc company will estimate the
recoverablc amount of the asset. The recoverable amount is determined by calculating the higher of the fair
value less costs to sell and the value in use. Value in use is defined as the present value of the future cashflows.
These cashflows are discounted using a pre-tax discount rate that represents the current market risk-free rate and
the risks inherent in the asset.

If the recoverable valuc is lower than the investment value then an impairment is required and the investment
value is adjusted to the recoverable valuc and charged to the profit and loss account. An impairment to the
subsidiary can be reversed if there is evidence of an improvement in the performance of the company “and
cashflows on a continuing basis.

Impairment charges or reversals are included within profit or loss within administrative cxpenses.

Stocks

- Stocks are stated at the lower of cost and net reahsablc value, being the estimated sclling price less costs 1o
completé and scll. Cost is based on the cost of purchase on a first in, first out basis and includes work in
progress and finished goods, mcludmg labour and attributable ovcrhcads (based on normal operating costs and
capacity).

At each balance sheet date, stocks are assessed for impairmen. [f stock is impaired, the-carrying amount is
reduced to its selling price less costs to comple{e and sell. The impairment loss is recognised immediately in
profit or loss. If the value of an impaired item increases in a later period, some, or all of the impairment will be
reversed back to the profit or loss.

Impairment of stock is charged to profit or loss within cost of sales.
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Caterpillar (NI) Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued) - t
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3 Accounting policies (continuéd)

Financial Instruments
Classification
The company has chosen to adopt Secnons 11 and 12 of FRS 102 in respect of financial instruments.

Financial assets

Basic financial assets, including trade and other receivables, and cash and bank balances, are initially recogniscd.
at transaction .pricc, unless the arrangement constitutes a financing transaction, where the transaction is
measured at the present value of the future reccipts discounted at a market rate of interest. Such assels are
subsequently camcd at amortised cost using the effective interest mclhod .

At the end of ecach reporting period financial asscts measured at amortised cost are asscssed for objective
cvidence of impairment. I an asset is impaired the impairment loss is the difference between the carrying
amount and the present value of the estimatcd 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 afler the impairment was
recognised, the impairmcnl 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 bcen previously recognised. The-
impairment reversal is recognised in profit or loss.

Financial assets are derecognised when a) the contractual rights to the cash flows from the asset expire, or are

settled, or b) substantially all the risks and rewards of the ownership of the asset are transferred to another party,

or ¢} contral of the asset has been transferred 10 another party who has the practical ability to unilaterally sell the
- asset to an unrelated third parly without imposing additional restrictions.

Financial liabilities

Basic financial liabilities, including trade and other payables, are mmally rccogmsed at transaction price, unless
. the arrangement constitutes a financing transaction where the debt instrument is measured at the presem value of
the future receipts discounted at a market rate of interest.

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

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual obligation is
discharged, cancelled or expires.

Offseiting

Financial assets and llﬂblllllCS are offset and the net amount reported in the balance sheet when there is an
enforceable right to sct off the recognised amounts and there is an intention to setile on a nct basis, or to realise
the asset, and seitle the liability, simultaneously.
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Caterpillar (NI) Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued)

3 Accounling policies (continued)

Cash poollng / cash funding .
The company is part of the Caterpillar Inc. group’s cash pooling / funding arrangements. This is admnmstcred by
Caterpiltar Corporate Treasury, who ensure the company receives the funds it requires in order to meet its .
obligations.

‘Receipts and payments between fellow group companics are transacted via the intercompany loan accounts. Any
other receipts and payments are transacted through the company bank accounts.

The balances of these accounts are then transferred to the bank account of Caterpiilar UK Holdings Limited (the
Counterparty) on a daily basis. This enables the funds to be utilised by the Corporalc Treasury function in the
wider Calcrplllar inc. group. . .

The company has an intercompany loan agreement with Caterpillar UK Holdings Limited. This Agreement may
be terminated by either party upon 30 days advance written notice 10 the other party. Upon termination, the
borrower shall pay the principal amount outstanding under the loan with accrued interest, unless otherwise
agreed among the parties. .-

Covernmem grants .

Grants are accounted under ‘the accruals model as permitied by FRS 102. Grants relating to e\pcndllurc on
tangible fixed assets are credited to the profit or loss at the same rate as the depreciation on the assets to which
the grant relates. The deferred element of grants is included in creditors as deferred income.

Grants of a revenue nature are recognised in profit or loss in the same period as.the related expenditure.

In the year the company received grant income under the Coronavirus Job Retenuon Scheme. ThlS was
accounted for when the income was rcccwcd crediting profit or loss.

Provisions for liabilities

Provisions are made where an event has taken place that glvcs the company a legal or constructive obhgallon
that probably requires sctilement by a transfer of economic benefit, and a reliable estimate can be made of‘ the
amount of the obligation.

Provisions are charged as an expense to profit or loss in the ycar thai thc company becomes aware of the:
obligation, and are measured at the best estimate at the balance sheet date of the expenditure required to sctile
the obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged 1o the provision carried in the balance sheet.

Warranty :

Provision is made for the estimated warranty liability of all products sull under warranty. Provisions are
recognised then the company has a present obligations as a result of a past event and it is probable that a transfer
of economic benefits will be required to settle the obligation, and a reliable estimate of the amount of the
obligation can be made.
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3 Accounting policies (cimtinued)

. Share capital
Ordinary shares are classificd as equity.

Contingencies
Contingent liabilities arisc as a result of past cvents when:

* it is not probable that there will be an outflow of resources or that the amount cannot be rcllﬂbly easured at
lhe reporting date; or :

+ when the existence will be confirmed by the occurrence or non-occurrence of uncertain future eveits not
wholly within the company's control. . .

Contingent liabilities are disclosed in the financial statements unless the probability of an outflow of resource is
remol€. They are recognised in the financial Statements as a provision, or creditor, if considered probable.

Dividends v
Dividend income is rccogmscd when lhc right to receive payment is established. These are prcscmed within the
financial statements in note 11, Interest receivable and similar income. .

4 Critical accounting judgements and estlmatmn uncertamty

“The preparation of the financial statements requires the company to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities at the balance sheet date and the amounts
reported for revenues and expenses during the year, However, the nature of csumauon means that actual
outcomes could dll’fer from those estimates.

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. -
Judgements .

There are no critical accounting judgements included within these financial stateiments.

Key sources of estimation uncertainty
Transfer prlcmg g

The company is countcrparty 10 a number of transfer pricing arrangements with other group companies, in
‘respect of various services, physical goods transactions, and other activities provided within the Caterpillar Inc.

group.

The directors have assessed these arrangements and concluded that they reflect the commercial substance of the
associated transactions, are transacted at arm's length, and reflect the appropriate remuneration for the functions,
assets and risks assumed by the company and the transfer pricing counterpany and have been corrcctly .
calculated in accordance with the transfer pricing arrangcmenls
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4 Critical accounting judgements and estimation uncertainty (continued)

Impairment

The carrying value of the Impairment charge dating from 2019 was reversed in the year as a result of the

reversal of the relevant triggering events from that time.

A remaining impairment charge of £4,326,000 is specifically related 10 an analysis of surplus asscts within the
Lame plant driven by the restructure of the group Electric Power global manufacturing footprint that was
implemented during 2021 and is based on expecied recoverable sales values for those asscts.

5 Turnover

The analysis of the company's turnover for the year is as follows:*

Sale of gcsods
The analysis of the company’s turnover for the year by market is as follows:
United Kingdom

Rest of Europe
Rest of world

6 Staff costs

The aggregate payroll costs (including directors’ remuneration) were as follows:

Wages and salaries

Social security costs

Pension costs, defined.contribution scheme
Pension costs, defined benefit scheme

2021 2020
£ 000 £000
399,890 439,472
2021 2020
£ 000 £ 000
154,653 103,273 -
94,954 161,187
150,283 175,012
399,890 439,472
2021 2020
£000 £000
44,935 58,200
4,703 4,486
2,212 2,682
. 1
51.850 65,369

Included within wages and salaries is £424,000 (2020 - £616,000) for share based payments.

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

analysed by category was as follows:
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6 Staff costs (continued).

2021 2020
o Neo. No.
© Administration, salcs and technical staff ) 487 . 668
Production 565 - 805
Management ’ . ) 32 36
1,084 : 1,509
7 Directors' remuneration
Directors’ remuneration relates to 6 directors (2020 - 4).
The directors’ remuneration for the year was as follows: R
' 2021 2020
. N ) : ~ £000 £ 000
Remuneration 526 510
. Coplributions paid to defined contribution pension schemes 33 - 26

© 559 536

During the year the number of dircctors who were receiving bencefits and share incentives was as follows:

2021 2020
. No. Ne.

Received or were entitled to receive shares under long term incentive
schemes 4" .
Exercised share options 3 3
Accruing benefits under defined benefit pension scheme - ]
Accruing benefits under defined contribution pension scheme 4
In respect of the highest paid director: .

2021 . 2020

£000 £000
Remuneration ‘ ' , 132 . 271
Company contributions to defined contribution pension schemes 7 12
8 Auditors' remuneration

2021 2020

£000 £ 000
Fees payable to the company’s auditors and associates for the audit of
the company's annual financial statements . 131 139
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9 Other operating income

The analysis of the company's other operating income for the year is as follows:

Royalties receivable
Government grants
Miscellaneous other opcrating income

.

2021 2020
£000 £ 000
264 225
66 971
204 34
534 1,230

Government grants represcnts grani amounts received in respect of the UK Coronavirus Government Job
Retention Scheme. There are no unfulfilled conditions and other contingencies autaching Lo grants that have
been recogniscd in income. The company has not dirccily benefited from any other forms of government

assistance.

10 Operating profit
Arrived at after charging/(crediting):

Rescarch and development cost

Depreciation cxpense

Loss on disposal of property, plant and equipment

Amortisation expense

Assct impairment release

Foreign exchange losses/(gains)

Operating lease expensc - other

Hire of plant and machincry

Prior year capital grants released
Bad debt

" Severance costs to employees

Group severance charge

Group severance recovery

2021
£000

5.113
6,290
13
227
(13,713)
495
968
585
(571)
(752)
(1,556)

(19)
977

2020
£000

6.198
6.910
631
287
(3.661)
(1.916)
1,074 .
534
(633)
. (993)
22,668

1312
(14,495)

The asset impairment release consists of Inlangiblc assets impairment release of £443,000 (2020: £472,000) and

Tangible assets impaimment release of £13,269,000 (2020: £3,189,000)
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.

11 Interest receivable and similar income )
2021 T2020

_ £000 £000

[nterest receivable from group companics 136 76
Dividend income i 1,751 . -
Other interest receivable . : R . 203 217
2,090 293

The dividend income pertains to a dividend distribution received upon the winding up of F G Wilson Proprietary
Limited.

[

12 I[nterest payable and similar expenses .
2021 2020

. : £ 000 . . £000
Factoring costs ) 819 1,518
13 Tax on profit
Tax (crcdilcd)/chafgcd in the Statement of Comprehensive Income: .
' 2021 } 2020°
£000 £000
Current taxation ) .
UK corporation tax - : : . 1,236 1,791
UK corporation tax adjustment in respect of prior years 124 80
Foreign tax relief/ other relief . (&1))
1,360 1,820
Foreigntax - 129 51
Total current tax 1,489 1,871 .
Deferred taxation
Origination and reversal of timing differences ‘ 2,703 (181)
Deferred tax adjustments in respect of prior years . 55 (20)
Changes in tax rates and laws (301) 371)
Total deferred taxation . : 2,457 (572)
Tax expense in the Statement of Comprehensive Income . 3,946 1,299
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13 Tax on profit (continued)

~ The tax assessed for the year is lower than the standard rate of corporation tax in the UK (2020 - tower than the

standard rate of corporation tax in the UK) of 19% (2020 - 19%).

The differences aré reconciled below:

2021 2020

. . ) . £000 £ 000
Profit before tax . R 21,432 7,081
Profit multiplicd by standard rate of corporation tax in the UK . 4,072 1,345
Higher rate taxes on overseas earnings ) 123 -
Adjustments 1o tax charge in respect of prior years 124 80
_ Adjustments to deferred tax charge in respect of prior years . 55 20)

“Non-1axable income ' (526) - (201) .

Tax rate changes . (301) 370
Expenses not deductible for tax purposes 399 466
Total 1ax charge . . 3,946 1,299

Factors that may affect future tax charges

The company’s profit for accounting year ended 31 December 2021 was m.\cd at a rate of 19% (2020 19%)."

On 23 September 2022, it was announced that the corporation tax rate change from 19% to 25% with effect
from | April 2023 was to be cancelled. This was not substantively enacted at the balance sheet date and
therefore the impact of this change is not reflectéd in the measurement of deferred tax. If the ratc change had
been substantively enacted prior to 31 December 2021, the impact would have been to reduce the deferred tax -

asset by £301,000 with a corresponding debit to the income statcment.
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14 Intangible assets

Software " Total

£000 £000
Cost ) .
At | January 2021 ’ : . 10,240 10,240
Additions . 239 239
Disposals : . - . 44y’ (44)
Transfers between classes E (204) (204)
AL 31 December 2021 , . 10231 1023
Accumulated amortisation :
At 1 January 2021 : 9,937 9,937
Amortisation charge ) 226 226
Amortisation eliminated on disposals - (44) 44)
Impairment . (443) (443)
At 31 December 2021 : o 9,676 9,676
Net book value ) )
At 31 December 2021 . ] 555 555
AL 31 December 2020 ' 303 303
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LS Tangible assets

"Cost
At | January 2021
Additions
Disposals
Transfers

At 31 December 2021

‘Accumulated depreciation
At January 2021

Charge for the yecar
Eliminated on disposal
Impairment

At 31 December 2021

Net book value

At 31.December 2021

At 3t December 2020

Freehold land

Plant.& '

and buildings machinery Total
£ 000 £ 000 £000
79,681 91,537 171,218
966 1,422 2,388
(6.966) (4,099) (11,065)

. 204 204
73,681 89,064 162,745
64,323 80,678 . 145,001
2,602 3,688 " 6,290

" (3,946) (3,978) (7,924)
(9,164) (4,105) (13,269)
53,815 76,283 130,098
£9,866 12,781 32,647
£5,358 26,217

10,859

Included within the net book value of land and buildings above is £672,578 (2020 - £672,578) in respect of

frechold land.
16 Investments

Cost or valuation
At | January 2021 °
Disposals

At 3] December 2021

Impairment
At | January 2021
Eliminated on disposals

At 31 December 2021
Carrying amount

At 3] December 2021
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Caterpillar (NI) Limited

Notes to the Financial Statements for the Year Ended 31 December 2021 (continued).

- 16 Investments (continued)
£ 000
At 31 December 2020 : ' 60

Details of undertakings -
Details of the investments in which the company holds 20% or more of the nominal value of any class of share
capital are as follows: ’

* denotes direct holding . . -

) Class of
Undertaking - Registered office share Holding
] . : 2021 . 2020
Subsidiary undertakings )
F G Wilson (Proprictary) St Georges Streel, Ist Floor Ordinary 100% 100%
Limited* Bedford Centre, Ycoville 2143 .
South Africa
Other investments .
Caterpillar India Private -7th Floor, International Tech Park, Ordinary 0.43% 0.43%
Limited* Chennai Taramani Road,
’ Taramani, Chennai, Tamil Nadu,
IN 600113
India

The other investments reported above relates to investments where the proportion of holding is less than 20%,

F G Wilson Proprietary (Limited) is currently in the process of being wound up.

17 Stocks
2021 e 2020
£000 £000
Raw materials and consumables . 6117 68,873
Work in progress 19,617 15,939
Finished goods and goods for resale ) 5,097 7,844
) ) 85,831 92,656

There is no significant difference between the replacement cost of inventory and the balance sheet carrying
values. ‘ ‘

Impairment of stocks .
The amount of impairment loss included in profit or loss is £1,883,000 (2020 - £706,000).
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18 Debtors
2021 2020
Note £000 - £ 000
Trade debtors 7.684 ) 7,709
Amounts ‘owed by group underlal\mgs . 107,981 108,849
Other debtors : _ 5,339 2,724
Prepayments-and accrued income ' 155 1,030
Deferred taxation | : 13 1,254 3.710
' 122,413 124,022 .-
Less non-current portion . (1,254) (2.569)
121,159 121,453

Trade dcbtom include a bad debt provision of£l .506,880 (2020 - £2, 371 ,000).

Amounts owed by group undertakings include £SI 919,000 (2020 - £57.471,00) that is unsecured, rcpayablc by
mutual agreement and bears interest at one month LIBOR plus 0.5%. Sce the cash pooling / cash funding
accounting policy for more details. .

Also reported within amounts owed by group undcrtakings is £l3,5|7,00h (2020 - £14,495,000) that relates to
the group severance recovery reported in note 10.

All other amounts owed by group undertakings are unsecurcd, interest free and repayable on demand.

Non-current debtors
£1,254,000 (2020 -£2,569,000) of deferred taxation is classified as non current.

Deferred tax

The deferred tax asset is made up as follows:

2021 2020

£000 £ 000

Accelerated capital allowances 1,254 2,569
Other timing differences . . - 1,141
' 1,254 3,710

" The deferred tax recoverable within 12 months is £Nil (2020 - £1.141,000.).

The company also has an unrecognised deferred tax asset of £2,196,874 (2020 - £1,048.000) relating to losses.
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19 Creditors: Amounts falling due within one year

2021 2020
Note ' £000 _£000
Amounts falling due within one year ) .
Trade creditors ) , o 52,459 42,535
" Amounts owed to group undertakings ' T 13,968 20,365
- Corporation tax ' : 13 1,236 1,740
Other taxation and social security : 2,357 . 9,138
Other creditors . [ 644
Accruals and deferred income : 8,674 1,678
' 78,695 . 76,100
Amounts falling due after one year .
Deferred income - grants : 2,191 3,203

Included with amounts owed to group undertakings is £Nil (2020 - £1,312,000) relating to the group severance
charge reported in Note 10. .

‘All other amounts owed to group undertakings are unsccured, interest free and repayable on demand.

20 .Provisions for liabilities

Warranty Severance

£000 £000
CAUL January 2021 1,096 - 22,668
Charged (o profit or loss E 643 _ -
Increase (decrease) in existing provisions o 18 -

Utilised in year ' (1,114) (2),484)

AL 31 December 2021 ' . 643 1,184
These warranty provisions are a point in time accruals on the applicable sales covered under warranty.

21 Share-based payments

The company has taken advantage of the disclosure exemption covering the requirements of FRS 102 Section
26 Share-bascd payment paragraphs 26.18 (b), 26.19 10 26.21 and 26.23.

In respect to share based payment arrangements, total charges to profit and loss, reported with wages and
salaries were £424,000 (2020 - £616,000).

The directors consider that these amounts are not material and hence no further dctailed disclosures have been
made. : . ’

1
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22 Pension commitments

Defined contribution pension scheme ]
The company is a member of the Caterpillar (U.K.) Limited dcfined contribution pension plan.

The deﬁnéd contribution pension cost charge for the year represents contributions payable by the company to
. the scheme and amounted to £2,212,000 (2020 - £2,682,000).
23 Called up share capital

Allottéd, called up and fully paid shares

2021 2020
No. 000 £000 No. 000 . £ 000
Ordinary shares of £1 each ’ . 688 - 688 688 - ) 688

24 Commitments under operating leases

The total of future minimum lease payments is as follows:

2021 2020

: o . £000 £000

Not later than one year 1,035 1,341
Later than one year and not later than five years ' 611 : . 1,637
' 1,646 2.978

The amount of non-cancellablc operating lease payments recognised as an cxpense during the year was £Nil
(2020 - £Ni). o

25 Contingent liabilities
The company has given a performance guarantce in relation to contracts cmhpl_éted and in progress. The amount
guaranteed i £245,000 (2020 - £245,000). '

The company also has import guarantees and standby credits as follows:
Duty deferment £Nil (2020 - £1,000,000) ’
.Other £63,712 (2020 - £216,000)

There is also a commitment for Caterpillar (NI) Limiledi to pay a warchousing charge relating to the parts
business of £1,004,106 per year through to the end of December 2022.
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26 Parent and ultimate parent undertaking
The company's immediate parent is Caterpillar Skinningrove Limited, incorporated in United Kingdom.
The ultimate parent and controlling party is Caterpillar [nc., incorporated in United States of America.

The most senior parent entity producing publicly available. ﬁr}ancial statements is Caterpillar Inc. These
financial statements are available upon request from the Secretary at Caterpillar Inc., 510 Lake Cook Road,
Suite 100, Deerfield, [llinois, 60015, USA. - .

The parent of the largest group in which these financial statements are consolidated is Caterpillar Inc..

The parent of the smallest group in which these financial statements are consolidated is Caterpillar Inc..

Al

" 27 Post balance sheet event - .

The recent announcement on the contemplation of the_discontinuation of thc manufacture of the FG Wilson
brand generating sets in the Lame facility opens a consultation process, to be concluded by the end of 2022, that
could see the reduction of manufacturing and support headcount of approximately 83 heads accompanied by a
voluntary severance programme. The contemplation could also see the disposal of surplus assets in the Lame
facility. The company fully expccts all of these costs to be recovered from the group principal.
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