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Paradigm Precision Burnley Ltd

Strategic report
for the year ended 31 December 2018

The direclors prasenl their Strategle raport of the campany for the year ended 31 December 2018,
Business raview
The company continues o gperale in the Aemsbace and Industrial Gas turbine marka!s.

_ The rasults of the operations of the company show an oparating loss of £2,9983,000 (2017: (after exceptional
temns) £1.231 000, (before exceptional items) £1 184,000} on tumover of £31,285,000 (2017: £28, 912 ooa)

As at 31 Dacember 2018 the company held net assets of £7,547,000 (2017: £12,116,000).

The fall In sales and operating profit Is solely dus to the technlcal issues faced on producing parts on the new '

‘Leading Edge Aviation Propuision’' {LEAP) platform and was compounded by the failing gas markel,

Principal risks and uncertainties and financial risk managémem

A koy risk identified by management is the cash flow; the risk is mmgated by the preparation and review of a 26
week cashflow farecast, updated weekly and measures needed actioned. We also have access o group funds
if required. .

Ancthar key risk Is the uncertainty caused by Brexit, which Has led to vdlatﬂly in foraign exchangs lo minimise

this we have entared mto foralgn exchange contracts thal ensure key US dollar contratis are prolected,
Management befiave a key risk is orderbook volatility as a result of lnvolvement with Jegacy englne grogrammes
and repalr and overhaul. The company miligates these risks by regular customer interface discussions carried
aut routinely and rigorous adherance to its contractual agreements which negate un-agreed schedule changes.
_Financial key performance indicators

The compan)'s key financlal and other performance indicators dunng the year were as follcws

2018 2017 change
: , £000 £000 »

Tumover 34,298 29912 48%
Grossprofit% - ' 28% 36% . (7%)
Loss before tax © 3,007 1310 130%
Loss before tax % 2.6% 44% . 52% -
Cash at bank and in hand 1,001 . 1,111 ' - (8.8%)
Net assels 7.547 12,116 : (37.7%)

Averags number of employses 288 292 {2.1%)

Page 1



Paradigm Precision Burnley Ltd

S&ategic report (continhed)
for the year ended 31 December 2018

Future developmonts

. The company has expanded its portfolio of customers and new products as it consolidates its posdlon as a key
supplier of new fabricated parts on the new LEAP engine programme. v

With many of is new programmes lrans/ferring from the production investment to volume manufacturing phass,
the company continuas to review its manufacturing processas in suppart of the high demand en the LEAP
engine. Elsewhere the porifolio of Maintenance ‘Repairs Organisation custorners has expanded. The growth
potantial for civil alrﬂne tepalr and averhaul work Is now akay strateglc oppnrtunity for tha business.

Within the new manufactuﬂng araa, invesiment.is geared towards high volums engine programmes wdh
enhancements to fis laser welding capabilities, whilst the repalr section aims to support His cuslomers through
repair and re-assembly of angine madules as wefl as components and this area has increased és capabifty to
capture a more diverse product mix.

On 23 June 2016 3 referendum was held snd the ouu:nme of the vole determined that the United Kingdom

would {eave the European Unlon (EU). On 29 March 2017 Article 50 was triggered, starting the two year timer

‘'on nagotiating tha UK's exit, as wall as the post Braxit ralationship with Eurcpe from March 2019 onwards,

European leaders have grantsd a six month extension for the UK to agree Hs exit terms untll 31 October 2019,

Tha specific detaits of how the United Kingdom will leave the EU, and its effect on the financial markels, are-
unclear and as such it I5 not possible to estimate the Impact of this event.

Brexit does pose a risk to the company however the compsany believes that as a result of the European
contracts ratified under UK law, tha company will be protected as these contracts cannol be altered.

This report was apprbyed by the board on 25 ?/4119 and signed on its behalf by:
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Paradigm Precision Burnley Ltd

Directors' report ,
for the year ended 31 December 2018

The directars prasent thelr repart and the audited financlal statements of the company for the year ended 31
Decembear 2018.

Results and divldands 7
_ Tha loss for the ﬁnandal year amountad to £2,873,000 (2017 loss £1 143 ,.000).
The diractors do not recommand the payment of a dividend (2017: £Nil).

Golng concarn

The golng concem basis has been used in the preparatmn of the financial statamenls as the uftimata parent

undertaking, Dynamic Precislon Graup, Inc., has confirmed that it will provide financial support to enable the .

company {o continue to maet its fiahiftles as they fall due and to conlinus In businasa for & perod of at least 12
months following the signature of these linancial statements,

'Dlncton

The directors who served during the year énd-up to thé date of signing the financial statements were aﬁ' follows:

| W Bushaell (resigned 31 October 20186)

8 Croke

R B Grochowski

C Q Hughes (resigned 31 October 2018)

M C Pemrick (appointed 19 November 2018)
A J Searle (appointed 19 November 2018)

[

Financlal risk managsment and future developments

The financiat risk management and future deve{opments dlsdusures can be found in the Stralegic report on .

pages 1and 2.
Employea Involvemenl

The company holds regular meelings with empioyee representatives to discuss matlers affecting employees.
The melters discussed Includs the lerms and conditions of employment, health and.safety and working

_ methods. [n addition, coples of the financial statements are avajlable for; lnspecﬂon at:the)company's place of
business.

Disablad employees

Applications for employment by disabled persons are always lulty considered, bearing In mind the respective

aplitudes and abifilies of the applicant concemed. In the event of members of staff becoming dissbled, every

effort Is made to ansure that their employment with the company continues and that eppropriste training is

amranged. 1t Is the policy of the company thet the training, career development and promotion of @ dlsabled
. persan should, as faras possible. be identical to that of a parson who is differently abled.

Diractors’ {labilities
The company has granted an indemnity to the diractors against liability in respect of procaedings brought by

third parties, subject to the conditions set out jn the Companies Act 2008, Such quairfy!ng third parly indemnity
provision remains In force during the financlal year and also as at the date of approvmg the Directors' report.
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Paradigm Precision: Bumley Ltd

Directors’ report - S
for the year ended 31 December 2018 ' .

Disclosure of ln!mmat!on to auditors
Each of the persons who are directars al the time when this Directors' report is approved has confirmed that: -

. so far as thel direclor is aware, there is no ra!a\mnl audit informalion of which the companYa auditors are
- unaware; and

. that director has taken all the steps that ought to have been taken as a direclor In order to be aware of
any relavant audit Information and (o astablish that the company's auditers are awars of that infarmation.

independent auditors

The auditors, PricewatsrhouseCaopers LLP, wili be proposed for reappclntment in accordance with section 485
of the CQmpania Act 2008.

This report was approved by the board an 2 *(/ / 2019 and s:gned an its behalf by:
/2/ / /

Q. 8 Gnocuowcm
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Parﬁdigm Preclsion Burnley Ltd _ S

Statement of directors’ fesponsnbtlrtles in respect of the financial
statements
for the year ended 31 December 2018

The directors are responsible for preparing the Annual Report and the financial atatemenls In accordance with
appl’cable law and regulations.

Company law requlres the diractors to prepare financial statemanis for each financial yaar. Under that {aw the
directors have prepared the financial stalements In accordance with Uniled Kingdom Generally Accepled
Aceounting Practice (United Kingdom Accounting Standands, comprising FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland®, and spplicable law). Under company law {he direciars
must not approve the financial statemants unless they ars satlsfiad that they give a true and fair view of tha
stale of affairs of the company and of the profit or loss of the company for that perind. (n preparing the financial
slatements, the directors are required to:

select sulteble accounting policies and then apply them conslstently
state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been
followed, subject Lo any malterial departures disclosad and explained in the financia! statements;

. make judgements and accounting estimates that are reasonable and prydent; and

. prepare tha financial statements on the going concern basis unless i is inappropriate to presume that the
company wifl cantinue In business.

The directors are responsible safeguarding the assets of the company and hence for taking reasanable steps
for the prevention and detection of fraud and other lrregulanties

Tha diractors are responsible for keeping adequale accounﬂng records lhat are sufficlent to show and explain

the company’s transactions and disclose with reascnable accuracy 8t any. fime the financial posillon of the -

 company and enable them to ensure that the financial statements comply with the Companles Act 2006.
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Paradigm Precision Bumley Ltd

independent auditors’ report to the members of Paradlgm Precision
Burnley Ltd

Report on the audit of the financial statements

Opinlon
In our opinion, Paradigm Precision Bumley Lid's financial statements:

. give a true and fair view of the state of the company‘s affairs as at 31 Dacember 2018 and of its loss and
cash flows for the year then ended;

. have been properly prepared in sccordance with United Kingdom Generslly Accepted . Accountlng :

Practice (Unfted Kingdom Accounting Standards, comprising FRS 102 *The Financial Reporting
Standard applicable in the UK and Republic of irefand™, and applicable law); and

- have been prepared in accordance with the requirements of the COmpames Act 2006.

Wae have sudlted the financial statements, included within the Annual repart and financial slatements (tha

"Annus! repart”), which comprise. the Balanca sheet as &l 31 Dacember 2018, the Statemenl of
comprehensive income, the Statement of cash flows, the Statement of changss in equity for the year then
ended; and the notes to the ﬂnanmal slataments, which Im:!ude a description of the significant accounting
. policies,

Basis for oplnion

We conducted our audit in accnrdance with intemational Standards on Audiung (UK) (ISAs (UK)") and
applicable faw. Our responsibilities under ISAs (UK) are further described in the Auditars’ responsibiiities for the
audit of the financial stalemants section of cur report. We believe thst the audRt evidence we have cblained is
sufﬁdent and appropriate to provide a basis for our oginion.

Independenca . .

We remained independent of the campany In accordancea with the ethical requirements that are refevant to our

audit of the financial statements in the UK, which includes the FRC's Elhical Standard, and we hava fulfiiled our
other ethical responsibliities In ar:codam:e with these requlrements

e

COnclnsions relating to going concemn

 1SAs {UK) require us to report to you when:

. the directors’ use of the going concem basm of accounting in tha praparahon of the financia) siatements .

Is nol appropriats; or

. ‘the diractors hava not disclosed in the financiatl statements any identified matarial uncerainties that may
cest significant doubt about the company’s abifity to cantinue to adopt the going concer basis of

accounting for-a pariod of at least twelve months from the date when the financial stalemenls are -

authorised for issue, -
We have nothing to reparl in respect of the above matters.

Howaver, because not afl future events or conditions can be predicted, this statement is not a guarantee as to
the company’s ability to conlinue as a going concern. For example, the terms on which the United Kingdom may
withdraw from the European Union are nat clear, and it is difficult to evaluate all of tha patenbal Implications on
the company's irade, customers, suppliers and the wider economy
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Paradigm Precision Burnley Ltd

Independent auditors' report to the members of Paradigm Precision
_Burnley Ltd

Reporiing on other Information

The othar information comprises all of the information in the Annual report other than the financial statements
and our auditors’ report therean, The diractors are responsible for the other Information. Qur opinion on the
financlal siatements does not cover the other information and, sccordingly, we do not express an sudit apinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connaction with our audit of the financial statamants, our raspansibliity is to read the ather information and, In
doing so, conslder whether the other information is materially inconsistent with the financial stataments or our
knowladge obtained in the audi, or otherwise sppears {o be materdatly misstaled. If wea idantify an apparent
material Inconsistency or material misstatement, we are required to perform procedures to conclude whether
. there is a material misstatement of the financiat statements or a matarial misatatemant of the other infermation.
if, based an the work wa have perfurmad, we conciude that there Is a matersial misstatement of this other
information, we ara required to report that fact. We have nething to report based on these responsibiities.

With respect to the Strategic report and Directors’ report, we eiso consldered whather the disclosures required
by the UK Companies Act 2006 have been included.

Based on the responsibilitias described above and our work undertaken in the coursa of tha audi, SAs (UK)
requira us also fo report certaln opinions and malters as described below.

Strategic repart and Dirsctors’ repan

{n our opinian, based on the work undertaken in the course of the audn. the information given in the Strategic
report and Diraclors' report for the ysar ended 31 December 2018 is consistant with the financial statemants
-and has beeq prepared in accordance with applicable legal requirements,

In fight of the knowledge and undarstanding of the company and its environment oblained in the course of the
audit, we did not identify any material misstatements In the Strategic raport and Divectors’ report.

Responsibilities for the financlal statements and the audit
Responsibilitias of the directors for the financie! statements

As explained more fully in the Direclars’ responsibilities statement in raspect of the financial statements, the
direclors are responsible for the preparation of the financial statements in accordance with the applicable
framework and for being satisfiad that thay give a true and fair view. The directors are also respansible for such

" internat control as they determine is necessary to anable the preparabon of financial statements that are free -
from matarial misstatement, whether due to fraud or error. -

In preparing the financia! slatements, the directors are responsible for assessing lhe company's ability to .

continue as a going concsimn, disclosing as applicable, matters related to going concam and using the going

concem basls of accounting unless the directors efther intend to fiquidate the company or to cease operations,
_ er have no realistic attemative but to do so.

Audiors’ responsibiiifes for the audi of the financial statements

Our abjectives are to obtain reasonahls assurance about whether the financlal statements as a whole are free
fram material misstatemnent, whather dus to fraud or ervor, and to issue an auditors' report that Includes our
- opinion. Reasonable assurance is a high level of assurance, but is not a guarantee thal an sudit conducted in
accardance with 1SAs (UK) will always datect a material misstatement when it exists. Misstatemants can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasenably be
expecied o Influenca the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibitities for the audit of the financial statements is located on the FRC's
wehsite at: wiww.fre.org, uk/auditorsresponsibilities, This description forms part of our auditors’ report.
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‘ Paradigm Precision Burnley Ltd

Independent auditors’ report to the members of Paradigm Precislon
Burnley Ltd _

' Use of this report

Thia report, including the opinions, has heen prepared for and only for the company's members as a bndy in
accordance with Chapler 3 of Part 16 of the Companles Act 2008 and for no aother purpose, We do not, in giving
thase opinions, accept or assume rasponsibility for any other purpose ar to any other parson to whom this report
Is shown or into whose hands it may come save whare expressly agreed by our prior consent in writing.

Other required reporting

Compar;las Act 2006 exception reporting

* Under the Companles Act 2006 wa are required to report to you if, In our opinion;
. we have not recaived all the information and explanations we require for our audit; or

. adequate accounting records have not been kept by tha company, or retums adequate for our audd have
not been received from branches not visited by us; or

. certain disclosures of directors' remuneration specified by law are not made; or
. the financial statamants are not in agreemenl with the accountmg racords and ratums
QWe have no excaptions to report arising from this respansiblfity.

*r”‘/{”“ l/) M

. Simon Whita (Senilor Statutory Auditor)

- for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and S!awmry Auditors

Manchester .

Date: 26 September 2019 - ’ y
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Paradigm Précision Burnley Ltd

~ Statement of comprehensive Income
for the year ended 31 December 2018

2018 2017
_Not £000 £000

Tumover o , i 5 31,295 28912
Cost of sales - " (22,328)  (18,010)
Gross profit o . ' 88866 10,902
Administrative expenses _ - (11,959) (12,096)

_ Exceptional ems ' : 6 - - (3
Opemﬂﬁg toss . - . _ 7. (2,993) (1.231)
Interest payabla and similar expenses ' : , 1 (14) 79)
Loss before taxation S (3.007)  {1,310)
Tax on loss ' ‘ ' ‘ 12 134 167
Loss for the financial year . (2,873) (1,143) -
Other comprehmslve {axpense)/income for the year ) .

Change in valie of hedging Instrument L _— 18 (2,020) 1,205

Movement on deferred tax on hedging instrumant _ _ . 343 (208)
Other compnhanslvé {expense)iincoms for the year o (1,677) 1,000
Total comprehansiva expense for the year - ‘ ' (4,550) (143)

" The notes on pages 13 to 32 form part of theas financlal statements.
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Paradigm Precision Burnley Ltd :
Registered number; 05137829

- Balance sheet
as at 31 December 2018
‘2018, 2017
Nota ‘ £000 £000
Fixed assets .
inangible assels 13 8 -
Tangbleasseta . 14 3819 T 4340
.' ' 3824 . 4,340
Current aasets . : '
 Stocks . ) 15 7.852 v 7,903
Debtors: amounts falling due after more than
one year 16 1,731 4 2,371
Deblors: amounis falling due wilmn oneyear 16 7723 11,899
Cash at bank and in hand ' T 1,000 1
18,307 : 23,084
- Creditors; amounls 1alﬁng due within ona :
yaar 17 {12,240) © o {12,894)
Not current assets : ST aeer ' 10,190
Total assets less current fiabiitles o 9,891 " 14,530
Provisions for flabilities ' A ‘
" Provisions for liabilities , 20 " (2,344) : (2.414)
Net assbts ' ' 7547 12,116,
. ‘m e
Capital and resarves ‘ . . :
 Calied up share capital 2 . 654 , 654
Shara preeium accaunt ' 8,852 ‘ 5,652
Cash flow hedge reserve : (2017 (340)
Other reserves . o 70 a8
Retained eamings ) ' 2,188 5,061
“Total equity , ' . 7.547 12,116
B . g T —

7 2018

A,,‘ o /

flg Gnoalow
The notes on pages 13 to 32 form part of these financial statements,

The ﬁﬁancia tah7m were approved and ‘authorised for Issue by the board and were signed on its behalf on

ISimctc;r '
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Paradigm Precision Burnley Ltd

Statement of changes in equity
for the year ended 31 December 2018

Page 11

. Celledup - Share Cashflow -
shars  pramjum ‘hedge Other Retained - Total
capital = account resarvs reserves eamings  equity
. £000 £000 £000 - £000 E00) £000 .
At 1 January 2018 ~ 654 6652  (340) 89 6,061 12,116
Loss for the financial year - - - . (2.873)  (2,873)
Change in value of hedging . .
instrument - - (2,020) . - (2,020)
Deferred tax on hedging instrument . | - - 343 - - © 343
Total comprehensive expense for .
thoyaar - - - {1,677) - (2,873) (4,550)
Share based paymant transactlons - - - (19) - {19)
At 31 December 2018 654 6652  (2,017) 70 2188 7,547
Statement of changes in equity
for the year ended 31 December 2017
- B Called up Share Cash flow
share  premium hsdgo Qther Relalned Total
capitat account reserve  reserves nmlngs aquity
- £000 £000 £000 £000 £000 £000
At 1 January 2017 - restoted 854 6,652 . (1,340) 64 6,204 - 12,234
Loss for the financial year - e . (1,143)  (1,143)
. Change In value of hedging , ’
instrument . - - 1,208 . - 1,208
Deferred tax on hedging instrument - - (205) - - (205)
Total comprehensive expense
for the year - - 1,000 - {1,143) ()
Share based payment , E
transactions - - L. 25 - 25
AL31 December 2017 ' 654 6,852 (340) 88 5063 12,116
The notes on pages 13 to 32 form part of thesa financisl statements,
R



Paradigm Precision Burnley Ltd

Statement of cash flows

_for the year ended 31 December 2018

Cash flows.from operating activitles

Loss for the financial year

* Adjustmsnts for:

Amartisation of intangile assets

Depreclation of tangible assels

* {Profif)loss on disposal of tangible assets

Share based paymants charge

interest payable and similar charges
Research and development tax credit
Tax refund )
Tax on loss
Decrease/(Increase) In stocks
Decrease in deblors

- {Decrease)/increase in creditors

_ {Decrease)fincrease in provisions

Neot cash generated from aperating activities

Cash flows from Investinq activities

Purchase of intangible assets
Purchase of tangible assets
Proceeds from disposals of tangile assets

Net cash from invasting activities
Cash flows from financing activities
Interest paid

Net cash used in financing activities

Nst dacrease in cash and cash equlvalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at the end of year

2018 2017
£000 B i1 ¢

(2,873) (1,143)

* Cash and cash equivalants at the end of year comprise:

Cash at bank and in hand

)

. 1
876 872
B ) : 1
(19) 25
14 79
(89) -
103 .
1% (6D
51 {1.988)
5,048 184
(2.873) 1,703
(70) 831
259 388
(5) .-
(356) (482)
6 -
(368) (492)
{14) @9
(14) (79) -
{110) . (173)
1,411 1,284
1,001 1,111
© 1,001 1,111
1,001 1,111

——..

The notes on pages 13 ta 32 form part of these financial statements.
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Paradigni Precision Burnley Ltd

'Notes to the financial statements

for the year ended 31 December 2018

1.

General information

Paradigm Pmclslon Bumiey Ltd ('tha company') uperates solely In the Aerospace and Industrial Gas
turbine markets.

The company Is a privale company Hmited by shares and Is Incarporated [n United Kingdom and
domicBad in England and Wales. The address of its registared office Is 1 Bentlay Wood Way, Network 65
Businass Park, Hapton, Burniay, Lancashire, BB11 STG

Statement of compliance

The financial statements of the company have been prepared In comphance with United Kingdom
Accounting Standards, including Financlal Reporting Slandard 102, *The Financial Reporting Standard
applicabla in the United Kingdam and the Republic of frefand” ('FRS 102°) and the COmpanles Act 20086.

341

3.2

33

~ Summary of significant accouhung pollcles .

The pﬁncipn! accounling pclmﬂapplled in tha preperation of these financlal statements are set out

below. These poﬂdes have been cansistanily appl!ed to all the years presented, unless otherwise
stated,

Basis of preparation of financial statements

The financial s!alements heve been prapared on a gntng concern basls and under the historical cost
convention,

The preparation of financiai stalements in confo:mlty with FRS 102 requires the use of certam
critical accounting estimates. It also requires management to exercise Judgement in the process of -
applying the company’s accounting policies. The areas involving a higher degree of judgement or -

complexly, or areas where assumplion and estimates are significent to the ﬁnancia! statements are
disclosed in note 4.

Golng’ concern _
The golng concem basls has been used in the presentalion of the financial statements as the

ultimate parent ‘underiaking, Dynamic Precision Group, Inc., has confirmed that f will ‘provide
financial support 1o enable the company to continue to mast its fiabliities as they fall due and to

_confinue In business for a period of at least 12 monihs foﬂuwmg the signature of these financial

a!atemenls
Forsign currency transiation
(i) Functional and presentation currency

The company's funclional and prasentstional currency is Pound sterding. Al amounts in these -
financial stalements have baen_rounded to the nearast thousand unless otherwise indicated.

(i) Transactions and balances

Monetary assets and liabliities denomlnamd in foreign cumrencies are translated into slerfing at rates
of exchange ruling at the balance sheet date.

Transactions in foreign currencies are transiated into sterlmg at the rale rulmg on the date of the
transaction.

Exchange gains and [osses are recognised in tl'ia statement of comprehensive income.
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Paradigm Precision Burnley Ltd

Notes to the financial statements
for the year ended 31 December 2018

3.

Summary of significant accounting policies (continued)

34 Tumover and fong term contracts

s

Turnover s measured a the fair value of the consideration received or recelvabla and repmasents .
the amount receivable for goods supplied or services rendered, nst of re(ums. discounts and

_rebates aflowed by the company and value added taxes.

The company recognises turnover when (a) the slgnmcant risks and mwards of ownership hava
been transferred to the buyer; (b) the company retains no conlinuing involvement or control over the .
goods; {(¢) the emount of tumover can be measured refiebly and (d) &t Is probable that future

ecanomic benefits wil fbw tothe entity.

Tumover on long term contracts is recognlsecf in the accounting period in whlch the services are

-rendered when the oulcome of the conlracts can be refiably estimated. The company uses the

parcantage of completion method based on the actval service performed as a percentage of the
total services to bs provided.

Leased assetls

Al Incaption the company assesses agreements that transfer the right Io use assets, The
assessment considers whether the arrangement is, or contains, a fease based on the suhstance of
the asrangement. .

Operating loased assels )
Leases that do not transfer ali the risks and rewards of awnership are classified 85 operating leases.

Payments under operating - leasas ara charged to the siatement of cnmprehensive income on a
straightine basls over the period of the lease.

.
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Paradigm Precision Burnley Ltd

-Notes to the financial statements

for the year ended 31 December 2018

3,

8ummary of significant accounting policies {continued)

3.6 Emp!oyee benefits

The company pravides a range of benelits to employees, including annual hunus arrangemems
paid holiday arrangements and-a defined conlribution pansion scheme.

0] Short term benefits

Short term benefits, including holiday pay and other similar non-monelary benafits, are recognlsad
as an expense in the period in which the service is received. .

(@) Defined contn'bul(on pansicn scheme .

The company operates a defined contribution scheme for #s emp%oyees A defined contribution .
scheme I8 a psnsion scheme under which the company pays fixed conlributions.into a separate
entity. Once the conlributions have been pald the company has na furthar paymant obligations. The
contributions are recognised as an expense when they are due. Amounts not pald are shown in
accruals in the balance shael. The assals of the scheme are held separataly from the company tn
Independenﬂy administered funds. . ’
(m) Shara based incentives

2011 Equity Incentive Plan > : -

Share options over the shares of Dynamic Precision Gmup. Inc., the ultimate parent undertaking,

-are granted {o selecled executives, directors, officers and other key esmployees of the company. The
falr value of options granted are recognised as an expense in the statemeant of comprehensive

income with a correspanding increase in the other reserve’ as the cost of these oplions is not
recharged |n the campany by group.

The fair value of options is measured at grant data using the Biack-Scﬁo!as option pricing modse!.
Options conslst of two types of options:
() Time options ‘ N

Time options vest and become exercisable in five equal annual instaliments.

(li) Performance options

Parformance options vest and became exercisable In five equal arnual lnstaltménts based on the

. company’s achievemen! agalnst the established equity before interest, taxes, depreciation and

37

amortisation and net debt targets, subject to the board of directors’ discration.

. The fair value of each perfomiance oplion is estimated on the date of grant assuming the

perfmmance goals will be achlaved. If such goals are nut met, no compensaﬂon cost Is recognised
and any recognised compensation cost is revarsed

Research and davelopment

All expendiure on msearch incurred in the year is charged to the slatement of comprehensive

Income.
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Paradigm Preclsion Burnley Ltd

Notes to the financial statements
for the year ended 31 December 2018

3.

Sum&ry of significant accounting policies {continued)

3.8

3.8

Intsrest payable and similar axpanses

interast payable Is charged to the statement of comprehensiva income over the term of the debt
using the effective interest method.

Taxatlon ‘
The tax expense for the year comprises currant and deferred tax. Tax Is recognised in the statement

of comprehensive Income, except to the exient that it relates to ltems recognised In olher
comprehensive income or directly In equity. In this case, tax is also- recognlsed in other

. comprehensive Income directly in equity respectively.

Current or deferred tax assets and fabilities are not discounted.
(@ Current tax |

Current {ax is the amount of income tax payable in respect of the taxable pmﬁt for the current or
prior year. Tax |5 calculated on the basis of tax rales and laws that have been enacted or
subatantively enacted by the period end. : .

Management periodically evaluates positions taken in tax relurns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes pmvislons where appropriate on
the bas!s of emounts expected to be paid o the tax authoritles.

@ Deforred tax

.
Defarred tax srises from timing differences thal ara differences between taxable profits and total
comprehensiva income as stated in the financial statements. These timing differances arise from the
Incusion of income and expenses In lax assessments in pednds different from those in which they
are recognised In financial statements.

Deferred tax is tecogn!sed on all timing differences at tha reporting dale excepl for certaln
exceptions. Unrelisved tax losses and other daferred tax assels are only recognised when 1t s

probable that they will be recovered agalnst the reversal of deferred tax Habilies or other future
taxable profits.

Deferred tax Is measured using tax rales and faws that have been enacied or substantively enacted
by the year end and that are expected to apply to the reversal of the timing difference.

3.10 Intangible aseets .-

Computer software is stated at cost less accumulated amortisation and accumulated impairment
losses. Software Is amorlised over lts estimated useful lifs, on a straight line basis of 20 - 33.33%.

The assets are reviewed for Impairment if faclofs indicate that the carrying amount may be impalred. *
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Paradigm Precision Buinley Ltd

Notes to the financlal statements
for the year ended 31 December 2018

3.  Summary of significant accounting policles {continued)

.11 Tanglbla assets

Tangible assels are recognised at cost and subsequenlly stated at cost less accumulaled
depreciation. Cost includas the original purchase price, costs directly attributed to bringing the asset
1o its working conditions for its intanded use, dismantiing and restoration costs,

Depreciation is provided at ratas calcutated to write off the rest of fixed assats, lass their estimated -
residual vilue, an the following basis: )

' Shurt-termA leasehold bulldings - 2% straight line
Plant and machinery - 10-25% straight line
Mator vehicles - 33 33% straight line

The assels’ residual values, useful lives and depreciation methods are ravtnwe&, and ad';usiei!

prospectively if appropriste, or if there Is an indication of a significant changa since the last reporting
date, - o ) :

Tanghble assets are demcognlséd on disposal or when no futyre ebonnmlc benafits are expecled.
On disposal the difference between the net disposal proceeds and the camying amount is
recognised within ‘adminlistrative expenses in the staternent of comprehensive income. .

3.1258tocks

Stocks afe staled al the lower of cost and estimated selling price less costs to sell Stocks are
recognised as an expense in the period in which the related turnaver is recognised.

Cast is- determined on the first-in, first-out (FIFO) mathod. Cost includes the purchase price,
including laxes and duties and transport and handling directly atiributabla to bringing the stock to its
present location and condition. The cost of manufactured finished goods and work In prograss
Includes design cosis, raw materials, direct labour and other direct costs. .

At the end of aach raporling period etocks are assessad for impalrment. if an item of stock is
impalred, the Identified stock Is reduced lo its sefling price lass cosis to complete and sell and an

. Impairmént charge s recognised in the statement of comprehensive income. Where a reversal of
tha impainment is recognised the impalment charge is reversed, up to the criginal impaiment loss,
and Is recognised as a credit in the statemeni of cnmprehensiva incame.

3.13 Cash and cash equivalents ) ' 4 "

. Cash and cash equ:valenls includes cash in hand and deposna held with banks. Bank overdrafls are
shown within borrowings In creditors. )
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Paradigm Precision Burnley Ltd

| Nétes to the financlal statements

for the year ended 31 December 2018

3.

Summary of significant accounting Lpollclas {continued)

3.14 Provisions and contingencles

(i) Provisions

Provisions are recognised when the company has a present legal or constructive obﬁgahon esa
result of past evenis; it is probable that an outflow of resources will be requn'ad to settle the

. obligation; and the amount of the obligation can be estimated rellably

Where there are @ number of similar obligations, the likelihood that an outflow will ba required In
satllement Is determined by consldering the class of cbligations as a whole, A provision is
recognised even If the lkelihood of an outflow with respect to any one %am included in the same
class of obfigations may be small.

Provisians are maasurad at the present valua of the expenditures expecied o be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the timae value of.
maney and the risks specific to the obligation. Tha {ncmase in the provision due o passage of time
is racognised as a ﬁnance cost.

{) Contingancias

Contingent liabilities are not recognisad, Contingent fiabllities arise as a result of past events when
() it is not probabile that there will be an outflow of resources or that the amount cannat be reflably
measured at the reporting date or (ii) when the existence wil be confirmed by the occurrence or non-
accurrence of uncertain future events not whelly within the company’s contrel, Contingent Hiabilities
are disdosed in the f nancial statements unjess tha probability of an cutflow of resources is remote.

Com!ngenl assels are not teoogn&sed Contingent assets ara disclosed in ths financial slatements
when an inflow of economic beneﬁts is probable.

3 15 Financial instruments

The company has chosen o adopt Sections 11 and 12 of FRS 102 in rasped of financlal
instruments. -

() Financlal assets

Basic financial assets, Including trade deblors, amounts owed by group undertakings and cash al
bank and in hand balances are mmlly recognised at transaction price.

Such assals ara subsequently casried at amartised cost using tha effective intarest method. At the
end of each reporting period financial assets measured at amortised cos! are assessed for objective
evidence of impaiment. if an asset Is Impaired the Impairment lass is the differenca between the
carrylng amount and the present value of the estimated cash flows discounted at the assat's original
effective intarest rata The impairment loss is recognised in the stalernent of comprehensive income.

_ I there is decrease in the impaimment loss arising from an event occurring afler the impairment was

recognised the impalmment is reversed. The reversal is such that the cument carrying amount does
not exceed what the camying amount wouki have been had the impaimment not praviously been

" recognised. The impainment reversal is recognised in the statement of comprehensive income.

Financial sssets are derecognised when (a) the contractual rights to the cash flows ﬁnm the asset
expire ar are sattled, or (b) substantially all the risks and rewards of the ownership of the asse! are
transferred lo another party or {c) control of the asset has been transferred lo anacther patty who has

the practical abifity to unilaterally sell the asset (o an unrelated third party without imposing additional
restriclions.

1
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Paradigm Precision Burnley Ltd

3

‘Notes to the financlal statements o ‘
for the year ended 31 December 2018
| Summaly of significant accounﬂng pollclu (conﬂnued)
3 16 Financial Instmmenls {continued)
- (i) Financial fiabilifies

Basic financial Rabilities, including trade and other creditors, amounts owed to graup underakings
angd other taxation and socisl security are classed as debl and are inftially recognised et transection
price, unless the arrangement canatitites a financing transaction, where the debt instrument is
measured at the present value of the future receipls discounted al a market value.

Debt Instruments are subsequently carried ‘st amortised wsl using the effective inlerest rate

* method.

Trade cradilors are obligations to pay for goods or services that have bsen acquired in the ordlnary

_ course of business from suppliers. Credilors are classified as current liabllities if payment is due

within one year or less. If nat, they are prasaentad as non-current Fabiliies. Trade creditors are

recognised nitially at transaction price and subsequenl!y messured al amortised cast uslng the
effectiva lnlerest method.

F‘nancia! liabilRias ara deracognised whan the liabiiity is e:dingulshed that Is when the contractual
obligation is discharged, cancelled or expiras

(") Offsetﬂng

Fnancial assets and fiabilities are otfset and the net amounts presented in the financial statements

_ when there is an anforcaabla right to set off the recognised amounts' and there is an intention lo

seitle on 8 net hasls orto reallse the asset and settls the fiabfity simultaneously. -
() Hedging arrangaments .

The company applies ‘hedge accounting for transactions entered into to manage ils cash flow
exposures of exchange rate movements. Forward foreign cumency exchange cunlracts are held to
manage forelgn cusrency exposure,

Changes in the fair values of derivatives designated a3 cash flow hedges, and which are effective,
ere recognised directly in equity. Any ineffectiveness of the hedging refationship (being the excess of.
tha euimuiative changa in fair value of the hedging Instrument since inception of the hadga cver the
cumulative change in the falr value of the hedged Hlam since Inception of the hedgs) is recognised in

the profit and loss account. :

The gain or loss recagnised In other compmhenslva income is reclassiﬂed to the proft and loss
account when the hedge relationship ends. Hedge accaunting Is disconlinued when the hedging

‘instrument expires, no longer meets the hedging criteria, the forecast transaction Is no longer highly

probable, the hedged debt instrument s dereconised or the hedging Instrument is terminated.

3.16 Share capital

Ordinary shares are classified as equity.

3.17 Related party transactions

The company discloses lransaciionszwﬂh refated parties which are not wholly owned with the'same
group. It does not disclose transactions with members of the same group that are wholly cwned.
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‘Paradigm Precision Burnley Ltd -

Notes to the financial statements
for the year ended 31 December 2018

4.

Crklcal accounting Judgements and estimation uncertainty

Estimales and judgemenls are continually evaluatad and are based con historical experience and other

factors, Including expectations of future events thal are belleved to bs reasonable under' tha
circumstances,

The company makes estimates and assumplions conceming the future. The resulting ac;ounﬂng
estimates wil}, by definition, seldam equal the related actual resulls. Tha astimatas and judgements that
have 8 significant risk of causing a material edjustment to the carrying amounis of assels and fiabfities
within the next financial year are addressed below.

(i} Provisions

The company makes an estimata of the presenl value of tha dilapidation provision which refates to -
estimated cosls to be incurred to retum the currently occupied leased premises o a condition equivalent

‘to that priorto occupation, The company assesses ma valuation al each reporting date, See note 20.

(i) Usefui economlc lives of intangible and tangible assels — .

The annual depreciation and amortisation charga for Intangible and langible assets respectively are
sensitiva to changas in the estimatad useful economic lives and rasidual values of the assets. The useful
economic fves and residual values are re-assessed annually. They are amended when necessary to
reflect current estimates, based an technological advancement, future investments, economic utilisation
and the physical condilion of the assets. See notes 13 and 14 for the carrying amount of the intangible
and tangible assets and notes 3.10 and 3.11 for the useful economic Eves for each class of assets.

(i) Stock provisianing

When mlcu!aﬁng the stock provision, management cansiders the nalure and condition of the stock, @s
well as applying assumptions arsund amh:q:aled saleabllity of finished goods and future usage of raw
malerials. See note 15 for the net carrying amount of the stock and associated provision. .

() Contmgent tiabilities

Tha management exercises judgement lf{ measum§ the expasures ta contingent kabifties. .Iudgehent Is
necessary in assessing the likelihood that a pending claim will succeed, or a Ilabllity will arise, and to

" quanlify the possibla range of financial selﬂemant.

{v) Falr value measuremenl of derivalives

The company estimates fair.value using valuation techniques that ullise observabie inpuls. The
determination of what constitules ‘observable’ requires significant Judgement by the company. The
company considers abservable data to be market data that is readily avallable, regulary distributed or
updated, relfable and verifiable, not proprietary, and pmvided by independent sources that are activaly
involved In the relevant market.
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Paradigm Precision Burniey Ltd

Notes to the financial statements
for the year ended 31 December 2018

5. . Tumover

An analysis of turnover by class of business is as follows:

.Bales of goods
" Saervices

Analysis of tumover by country of destination:

United Kingdom
Rexst of Europesn Union
Rest of World

6.  Excaptional items

Closure costs

)

o Che L w ewTi S e e e

2018 2017

£000 £000
- 25113 23,168
5,562 - 6,744

31,295 29,912

2018 2017
£000 " £000
412,996 . 14,561

" 7.040 3713 -
41,259 11,638
31,285 29,912
2018 2017
£000 . E000
. 37.

The excepllonal items were as a result of the company closing the facifity at Churchil Way and mavlng

the facility to the primary site at Network 65 Haplon during the prior year.

-

7. ' Operating loss
The operating loss ls siated after chargingl(credi!mg)

Depreciation of tangible asaets
Inventary charged to cost of salas
Amortisation of intangle assets
Operating leasa charges

Foreign exchange losses/(gains)
(Profityfloss on sale of tangible.assets
‘Management fee

2018 2017
£000 £000
978 872
26,648 27,841
- 1
286 429
687 {453)
(8) B |
691 550
==

The management fee represents a recharge from Dynamic Pmcnslun Gmup Inc, the ulimate param

undertaking and controlling pany
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Paradigm Precision Burnley Ltd

| Notes to the financial statements

for the year ended 31 December 2018

8.

-8

Auditors’ remunsration

Fees payable to the companys auditars for the audit of the company’s
annual financial statements

Fees payable lo the company’s aqdﬂots' in respect of:

- taxation compliance services
~ all other services

Staff costs

Staff costs, including directors’ remuneration, were as follows:

) Wagsiand salaries

Sacial security costs
Other pansion costs
Share based payment transactions

2018 2017
£000 £000
42 42
10 10

8 8

" 60 60
[———————

2018 2017
£000 £000

© 11,229 10,340
944 989
831 835
(18) 25
13,023 12,139

The company recognised a stock-based compensation credit of £19,000 for the yesr-ended 31
December 2018 as two of the directars ieR the scheme In 2018 and thair oplions expired.

The average monthly number of employees, including the direclors, during the year was as follows:

Manufacturing
Engineering
Sales and administrative
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'Paradigm'Precision Bumley Ltd

Notes to the financial statements _,
for the year gndad 31 December 2018
10.  Directors’ ramuneration

2098 201"]

. £000 £000

Aggregate emolumaents IR 349 442

Company conlributions to defined contribution pension schemes 18 .17
Compensation for loss of office 272 .

839 429

Duﬁng the year post-employment benefits were accruing to 3 (2017: 2) directors under a defined
contribution pension scheme and 3 (2017: 2) directors held qualifying service shares under fong kerm
Incentive schemes. -

During the year no (2017: no) d{rectorféxe.rdsed share options,

The highest paid director received remuneration of £401,000 (2017: £262,000).

2018 2017
£000 £000

Total amount of emolumeénts and amounts (excluding shares) recelvable o
undef long-term Incentive schemas - 401 252
. : Cmeme—— TR

Dunng the year the highest pald director exercised no (2017: no) share options.

At 31 Dacember 2018, thera were no (2017: no) accrued or prepald penslon conlributions In respect of
_me mghesl pald director.

Al 31 Decembef 2018 the highest pald dlrector was pald £187 000 as compensalion for toss of office.
The directors consider key management personnet to comgrise of only the statutory direclors, whose

emoluments are included above. Tharefore, no further datafls regarding key management compensation
has been disclosed.

11,  Interast payable and similar expenses

2018 : 2017

' £000 £000

Interasf payable to group undartakings . 14 78
. e — T ————
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Paradigm Precision Burnley Ltd

Notes to the financial statements
for the year ended 31 December 2018 .

‘42. Taxon loss

2018 " 2017
€000  £000
Income tax .
Adjustments to tax charge in respect of prior periods : S~ B2 .10
Deferrad tax b .
Origination and reversal of timing differences ‘ (153) (157) -
EfRfacts of changes to tax rates : : , 16 18
Adjustments (o tax charge in respect of prior paricds’ : {49) {38)
Total daferred tax | | ) -
Tax on loss ' (134) (187)
= -

Factors affecting tax credit for the year

The tax assassed for the year (s higher than (2017: higher than) the standard rate of corporation tax in

the UK of 19% (2017: 19. 25%) The differences are explalned below: -

2018 2017
' £000 £000
L}:ss on Wina:‘y activitles before tax : (3,007) (1.310)
Loss on ordinary activities muttiplied by standard rate of mrporalmn taxin . -
" the UK of 19% (2017:19.25%) .= . (571) (252)
Effects of: i
Expenses not deductible for tax purposes ‘ ' ‘48 2
Unprovided deferred tax assel _ 380 138
Adjustment to tax charge in respect of prior periods : 3 {28)
Effacts of changes in tax rates . 16 18
incame not taxable . . - : 20 (186)
RDEC . (49)
Total tax credit for the year N ' . () (167)
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Paradigm P;ecisio‘n Burniey Ltd

Notes to the financial statements
for the year ended 31 December 2018

‘42,

13,

Tax on loss {continuad)

Factors that may affect future tax charges

Changes to the UK corporation tax rates were substantively enacted as pant of tha Finance B#ll 2016 (on
7 September 2016). Thesa includs raductions {o the main rate to reduce the rats to 17% from 1 April
2020. Deferred rates at the bafance sheet date have been measured using thase enacted tax rates and

reflacied in these financial statements,

Intangible assets

Cost
At 1 January 2018
Additions

At 31 December 2018

Amoriisation
Al 1 January and 31 December 2018

Nat book valuas
Al 31 December 2018

At 31 December 2017
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Paradigm Precision Burnley Ltd

‘Notes to the financial statements

* for the year ended 31 December 2018

14.

15,

Tangible fixad assets

Cost or valuation
At 1 January 2018
Additions
Disposals

At 31 December 2018 .

Accumulated dapreclation )
Al 1 January 2018

Charge for the year
Disposals

" At 31 December 2018

Net book value

As 31 December 2018

At 31 December 2017

Stocks

Stocks - raw materials
Work in progress
Finished gocds and goods for resale

Short-tarm
{easghotd Plantand | Motor
butldings machinery vehicles Totat
£000 £000 £000 £000
1,659, 18,429 . 82 20,140
.. 313 22 35§
- : B (15) . (15)
1,668 . . 18,762 59 20,480
1,659 14,080 51 15,800
- 872 -4 - 8718
- - : (15)‘ (15)
1,659 14,962 40 16,661
- 3,800 19 3,812
e —————————— .~ )
- 4,339 a 1 4,340 -
- 2018 2017
£o00 £000
36830 3673
4,213 3932
9 298
7,852 7,903

There is na materlal difference between the raplacement cost of slocks end thair camying amount.

Stocks are statad afler provisions !of' impairmant of £1,273,000 (2017: £1,000,000).

t
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Paradigni Precision Burnley Ltd

Notes to the financlal sﬁtements. -
for the year ended 31 December 2018

18.

17.

demand.

Debtors

2018 2017
£000 £000

" Dus in more than one year
Amounts owed by group undertakings L 1,189
Deferred tax asset (see nota 19) L. 1,73 1,202
‘ 1,731 2,371
2018 2017
£000 £000
Due within one year ‘
Trade deblors ' ' : . s3m° 4,175
- Amounts owed by group companies ' . e 710 6,225
_Other debtors t 862 1839
Caorparation tax : _ 105 202
Prepayments and accrued income : 722 928
' ' 7723 11,699

Trade debtors are stated aftar pravisions for impairment of ENil (2017: £414,000).

Amounts owad by group undertakings due within one year are unsecured, interest free and repayable on

Creditnfs: amounts falling due within one year

2018 2017

. ) ‘ - £000 £000
Trade creditors o - - 3,863 3,822
Amounts owed to group undertakings . N 4,328 7.476
Taxation and social security 309 323
Other craditors ‘ o 1213 765
Derivative financial Instruments 2,429 ‘408 .

12,240 . 12,894

Amounts owed to group undertakings are unsacured and repayable on demand. £3,046,000 (2017:
£5,171,000) and ENil (2017: £689,000) of amounts owed to group underiakings bear interest at 6% and.
2% respectively. All other amounts are inlerest frea.

Derivative financial instruments are mesasured sl feir value, which is delermined using valuation
techniques that utillse observable inputs. The Instrumant is used o hedge the company's exposure lo
forelgn exchange movements. During the year, a fair value loss of £2,020,000 (2017: gain of £1,205,000)
was recognised in other comprahsnsive Income for changes in value of the forward currency contract,
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Paradigm Precision Burnley Ltd
Notes to the financial statements .
for the year ended 31 December 2018
18. Hnnm:lal Instruments

Tha company has the following financlal instruments:

2018 2017
) £000 - £000
Financial assets that are debt instruments measured at amortised cost
Trade deblors . - 5,324 4175
Amounis owed by group undertakings . © 740 7,394
Cash and bank in hand ’ : : B : 1,001 1,111
7,035 12,680
2018 2017
' . . £000 . £000
Financlal liab{i{ities measured at amortised cost
Trade creditors _ 3,863 3822
Amounts owed to group companies 4,328 7475
Other taxation and social security , I 323
Other creditors - ) 858 71
' 9357 - 12431
2018 2017
€000 £000
Financial l'laanles measured at fair value thmugh other mmprehensive
Income . :
Denvahve financial Insuumems . 2,429 © 409
P 2,429 409

p—————1

The campany enters Into forward forelgn currency contracts to mitigate the exchange rate risk for certsin
farelgn currancy payables. At 31 Decembar 2018, the outstanding contracts mature within 12, 24 and 36
months (2017: 12, 24 and 38 months) of the year end. The company is committed 1o buying
US$28,180,000 and pay a fixed stesling amount (2017; US$33,400,000).

The forward currency contracts are measured at fair value, which Is determined using valuation
techniques that utllise observable inputs, The key Inputs used in valuing the derivatives are tha forward
exchange rates for GBP.USD. The falr value of the forward-foreign currency contracts is a liability of
£2,428,000 (2017: £409,0600).

During the year, a hadging loss of £2,020,000 (2017: galn of £1,205,000) was recognised in other-
comprehensive Income for changes in the fair value of the forward foreign currency contract
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Paradigm Preclsion Burnley Ltd

Notes to the financial statements

for the year ended 31 December 2018

19. Deferred taxation '
2018 2017
E000 £000
At beginning of year ' ‘ 1,202 1,230
Crediled to the profit and loss account 137 138
Credited/{charged) to cther cumprghensiva income 343 - (205).
Adjustment in respect of prior periods ' : , 48 ' 38
Atend of year o ’ : 1,7 1,202
The deferred tax asset is made up as follows:
2018 - 2017
~£000 £000
Fixed asset timing differences ' : 1,267 1,083 -
Short term timing differences - 413 70
_ Revaluations/fair value adjustments . , o - 49
R&D expenditure credit . 54 -
' 1,731 1,202

A potential daferred iax asset for losses and short term timing diferences of £4,325,000 (2017:
£4,030,000) has not been recognised on the grounds that thers is insufficient evidence that the asset will

. be recoverable. The asset would be recoverable if there'are sufficient and suitable laxable profits in the

future,
20. Provisions for iabliitles
Loss making .
cuntract  DHapidations Tatal
£000 £000 - £000
At 1 January 2018 ‘ ‘ 1,811 603 T 2,414
Credited to the profit and loss account ~ (10) - @0)
At 31 December 2018 1,741 603 - 2,344
Loss making contract

The company has underlaken a raview of futura cosis of a szgnlfeenl program it won in 2015, and as a
result has now deemed that the program cannot be produced for the hours that were originally quoted
due to unforeseen circumsiances in the production process. As such a provision has been recognised.
The loss making contracls are expected to be used by 2020, ’

. Ditapidations

In the year ended 31 December 2011, an Indepeandent review of both izased properties was undertaken
by a finn of chartared surveyors, On their recommendation a ditapidation provision was bocked for the
remamlng fife of the leases, :
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Paradigm Precision Burniey Ltd

Notes to the financial statements
for the year ended 31 December 2018

21,

Share based payments
2011 Equity incentive Plan ' : S

On 7 Decembar 2011, Dynamlc Precision Gmup. Inc. adoptad the 2011 Equily lncenbve Plan (the
‘Plan"). As of 31 December 2018, the Pian authorized up to 185,032 shares to be issued to encourage
ownership of the Company’s comman stock through granting of awards lo selected executives, directors,
officers and other key employees i arder fo retain key individuals. Options granted under the p!an explre.
in ten ysars. The exercise price is determined by the Company’s Board of Directors on sach grant dats. -
Options consist of two typea of aptions: time options and performance options. Time oplions vast and
bacome exarcisabla in five equat annual instalments. Performance oplions vest and become exerclsable
in five equal snnua! Instaiments based on the Company’s achlsvement against the established EBITDA

“and net debt targels, sub]ect 1o the Board of Directors’ discretion.

The falr value of each option grant under the perfannance options was estimatad on the date of gvanl'
using the same oplion valuation model used for time options and assumes the performance goals will be

‘achieved, If such goals ara not mat, .no compensation cost is recognised and any racognised

compansation cost is revarsed. The inputs for expecled volatility, expected dividends, and risk-free rate
used in astimating performance opbuns fair value are the same as those used {n ime options,

The follawing tabtes summarnze infarmation re!aﬂnq to outstanding and exarcisable options as of 31
December 2018 and 2017;

_ Waighmu Weighted

average average
exarcise exarcise
price Numbar price Number
2018 . 2018 2017 2017
Outslanding at the beginning of the year £67.83 8,000 £87.83 8,000
Granted during the year L. - . - -
Cancelled during the year - £59.05 {4,880) - -
Outstanding at the end of the year : £685.92 3120 E£67.83 8,000

The fair value of aach slock opﬂon was estimaled at the date of grant using the Black-Scholes method
with the fonowing welghted-avarage assumpﬁons

2048 - 2017

Stock price (E) L 66.92 '67.83
Estimated forfeitura rate (%) S , 13.2 - 132
Expecled option fife (years) ' : . 65-10  65-10
Expected slock price volatility (%) . 33.3-43 33.3-43
Risk-free interast rata {%) 2.25 2-25
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21.

22,

24,

25,

Share based paymeﬁls (continued)

The falr vatue of the stock options was estimatad by management based on historical experiance and
assumptions they befieve lo be reascnable. The risk-free interest rate assumption Is based on zem
coupon_U.S. Treasury bonds whose maturity ‘period I3 eppropriate for the expected oplion fife. The
expected volatiity is an average of the historical volatility of tha stock prices of compamable entities whose
stock prices wera publicly available over a period equal to tha expected option fe. The expected option
fife is based on the simplified method, which is an average of the contractuat term of the option and the

weighted average vesﬁng term. '

At 31 December 2018 3,120 (2017: 2.480) options were exarcisable. The Company recognised stock-
based compensstion credit of £18,000 for the year ended 31 Decembar 2018 and a stock-based
compensation expenss of £25,000 for the year ended 31 Decembar 2017. At 31 December 2018, there
was_approximalely no (2017: £17,000) unracognised compensation cost tafated lo non-vested stock
oplions.

Called up share capital

2018 2017
£000 £000
Allotied and fully paid ) :
653,816 (2017 653,816) ordinary shares of £1 each 654 654
' T —s p————————

Contingent liabiities

The company has contingent ilabiitles at 31 December 2018 of £40,000 (2017 £40,000) in respect of
bank guaraniees. The directors have na reason to believe any mh outflows wil oceur as no defaulls
have cccurred nor are expected.

Capital commitments

At 31 December, the company had the following cepltal commitments: v
. - 2018 2017
A £000 £000
Contracted {or but not provided In these financial statements » : 198 158

Pension commitments

The company operates a defined contiibulion pension scheme. The assels of the scheme are held
separately from those of the company in an indaspendently administered fund. The amount charged to
the profit and loss, account represents the conlributions payable lo the scheme in respect of the
accounnng year.

The pension chalge in respect of the defined contribution :cheme for the year was 2831 000 (2017:

£835,000). There were no outstanding or prepaid contrbutions at either the begmnmg or end of the
financial year.
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26,

27,

Commitments under aperatlné lnases

At 31 December the company had future minimum lease payments under non-cancellable operating

Ultimats parent undertaking and controlling party

leases as folows:
2018 2017
£000 £000
Not later than 1 year ) 423 287
Later than 1 year and not later thaa S years 1,810 1,881
Later than 5 years ) 2318 2375
Total , o 4,708 4,523

The immediata parent undertaking is Paradigm Bumley Limited, a company Incorporated in the United
Kingdom. The ultimate parent undertaking and conlroling party is Dynamic Precision Group inc. a
company incorporated In the United Slates of America and owned by a consortium, cumpnsmg of

controlled affiliates of, or funds managed by The Carlyle Graup.

The smallest and largest group in which the resulls of the company are consolidated Is Dynamic

‘Precislon Group, Inc.
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