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BORGWARNER TECHNOLOGIES LIMITED

STRATEGIC REPORT -
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present the strategic report for.the year ended 31 December 2021.
Fair review of the business . ‘ “
BorgWarner Technologies Limited (the "Company") supplies diesel automotive technology to heavy and medium
duty vehicle manufacturers and the independent aftermarket The Company is a wholly owned subsidiary of
BorgWarnerInc (the "Parent"). .

Customers include many of the world's largest original equipment manufacturers, such as Volvo Trucks, Renault
Trucks, PACCAR DAF, Caterplllar and Dalmler and we strive to offer the best possible. products and customer
service. .

The Company supplies advanced fuel injection equipment for commercial vehicles with most of the business
coming from the European, Asian and North American markets. The Company also supplies some mechanical fuel
injection products for off highway and developrng markets :

Key financial performance indicators monitored by management are-turnover and operating profrt margins. In 2021
turnover was £543m (2020 - £451m) reflecting the trend of getting 'back to normal' after declines in revenue
connected to the COVID-19 pandemic. Operating margins for the business rose from 6% to 11% also driven by
“'back to normal' effects. As at 31 December 2021 the Company's balance sheet was strong with net assets of
£511m (2020 - £358m)

Principal risks and uncertainties’

-Cyclical nature of automotivé sales and production
/

The Companys business is directly related to the sales levels and productlons volumes of its customers in the -
automotive sector, in particular with respect fo commercial and off highway vehicles. Automotive sales and
production are highly cyclical and, in addition to general economic conditions, also depend on other factors, such as
consumer confidence and preferences. Lower global automotive sales result in substantially ali of the Company's
automotive Original Equipment Manufacturer (OEM) customers significantly lowering vehicle production schedules,
which has a direct impact on its earnings and cash flows.

The Company's sales are also affected by inventory levels and OEM's production levels. It is not possible to predict
when OEMs will decide to increase or decrease inventory levels or whether new inventory levels will approximate
historical inventory levels. Uncertainty and other unexpected fluctuations could have a material adverse effect on
the Company's business and financial condition. . '

Prolonged economic downtum or economic uncertainty *

" The Company's sensitivity to economlc cycles and any. related fiuctuation in the business of its customers or
potential customers may have a material adverse effect on its financial condition, results of operations or cash
flows. There are several external factors that impact ori the wider economy ‘at present such as the lingering impact
of the COVID-19 pandemic and aggressive interest rate policy in western nations in particular the US. Global
economic conditions remain highly uncertain in 2022, ,

Economic_declines that result in srgnlfcant reduction in automotlve sales and productton by our customers have in

the past had, and in the future may have, an adverse effect on ouf busrness results of operatrons and financial

condition. ’




BORGWARNER TECHNOLOGIES LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Prmcmal risks and uncertalntles (contlnued)
Climate nsk

The dlrectors consider climate risk as part of the risk review process. BorgWarner recognises the important role that
ICE vehicles will play in the gradual transition from ICE to more sustainable forms of transport. The greatest risk to
the business arising from climate issues would be the obsolescence of combustion engines 'such that the products
made by the Company become redundant. This is deemed low risk since at present there is no commercially at

" scale produced renewable fuel motor that can manage medium and heavy duty frerght loads at ranges required for
industry use. Overall climate risk is deemed to be low. .

Financial risk management

The Company does not use derivatives to manage its financial risk. The most important components of financial risk

are interest rate fisk, currency risk, credit risk, liquidity risk, cash flow risk and price risk. Due to the nature of the
" Company's business, and the assets and liabilities contained within the Company's balance sheet, the only financial

risks that the directors consider relevant to this Company are credit risk, currency risk and price risk.

Currency and credit nsk management

The Company i$ exposed to a level of currency risk when suppliers invoice foreign currency such as Euros and US
Dollars. Currency risk for the Group is managed by the central treasury function of the Group on a portfolio basis -
across all of its subsidiaries .and mainly through cash poollng Credit risk is mitigated by the Company's credit
control policies.

- Price nsk management

The Company is exposed to price nsk on-its supply cham Input costs on purchases are subject to volatrllty in’
markets such as raw materials and energy. Due to recent macro-economic developments such as high levels of
inflation, price risk on the supply side has become a greater risk for the business. Price risk is managed via robust
supply chain management. . . )

Other uncertainties

Automotive. sales and production can’ be affected by labour relations issues, regulatory requirements, trade
-agreements, the availability of consumer financing and other factors. Risks are mitigated by ensuring strong
relatlonshrps with key stakeholders such as trade unions & regulatory bodies.

Corporate governance

Please see disclosure in the directors report which describes how the directors have had regard to the matters set
out in section 172(1 a) to (f) and forms the directors statement required under the Companies Act 2006.

Going concern

In assessing the Company’s Going Concern the directors have given thought to the uncertainty around the
economy and inflation, uncertainty around energy prices and availability, as well as the Company's status as
sponsor of the Delphi Technologies Limited defined benefit pension scheme. Whilst there are major risks to the
business at present, many steps have been taken to mitigate these risks. Examples include fixing our energy tariff
until September 2023 and streamlining our OEM operations. The Directors are of the view that the Company is
Iukely to have sufficient cash flow from operations to meet its liabilities as they fall-due.

On 6 December 2022 BorgWarner Inc. (the "Group") announced its intention to execute a sprn—off of its Fuel '
Systems and Aftermarket segments into a separate, publicly traded company (NewCo). The BorgWarner Inc. Board®
believes a strategic spin-off of the Fuel Systems and Aftermarket segments would be the best path forward to .
further the transformation of the Group. The intended separation supports optimizing the combustion portfolio whilst
allowing the NewCo to ‘maximise the potential .of its existing portfolio and to pursue growth opportunities in
alternative fuels, such as hydrogen, and in Aftermarket. It should be noted the Company is primarily engaged in
supporting the Commercial Vehicle segment of the market which'is expected to be predominately combustion
engine based for the foreseeable future, and the Aftermarket segment which supports a vehicle parc that is
expected to be predommately combustron engrne powered out to 2040. °

-2-



‘BORGWARNER TECHNOLOGIES LIMITED

STRATEGIC REPORT (ACONTINUED) _
FOR THE YEAR ENDED 31 DECEMBER 2021

Golng concern (continued)
The financial effect of the proposed transaction cannot be confirmed at this stage. The method of financing of
- BorgWarner Technologies Limited is likely to continue under a group-wide cashpool model, but this has not been
agreed at the time of the approval of the financial statements. This creates a material uncertainty over the method of
financing of the NewCo and the impact on BorgWarner Technologies Limited, which is expected to be part of the
.NewCo. However, based on the information available to the Directors at the date of approval of these financial
statements regarding the transaction, the Directors expect that this transaction will have a low impact on the
ongoing day to day operations at BorgWarner Technologies Limited and expect the NewCo to put into place suitable
financing arrangements to enable the Company to contunue as a going concern for at least 12 months from the date
of approva! of these ﬁnanc:al statements. - .

Consequently, the Dlrectors consider it is appropnate to adopt the gomg concern basis in preparing the financial
statements but based on what is described in the preceding paragraphs, they have also concluded this situation
represents a material uncertainty that may cast significant doubt on the Company's ability to continue as a going
concern.

The financial statements do not include any adjustments that would result if the Company was unable to continue as
a going concern should the assumptions referred to above prove not to be correct.

Non Flnanclal Information ]
The Company has regard for social issues impacting the areas in whlch the company operates. The Company is
aware of the recent cost of living crisis and is working with the trade u.nlon to support employees. The Company is
conscious of human rights issues, risk is mitigated by strong procurement controls. The Company provides training
to all staff concerning anti-corruption and bribery. Non-Financial KPI's include staff turnover/retention and' energy
usage. For a more detailed explanation of BorgWarners Non—FlnanclaI KPI's please see the BorgWarner website or
Form 10k annuai report. .

Future Prospects . :

The Company is a leader in the development design, and manufacture of veh«cle propulsron systems that optimise
engme performance, increase vehicle efficiency, reduce emissions, improve dnvmg performance and support
increasing electrification of vehicles.

The Company continues to invest heavily in research and development (R&D) at its facilities globally in order to
ensure that it continues to develop leading technology and to be positioned well for the future. The Company
supports BorgWarner Inc in R&D through its facilities in Gillingham, Kenl in order to ensure that it continues to
develop leading technology and be posmoned well for the future.

. Market conditions remain tight due to the ongoing war in Ukraine and the spill over off this into the cost of energy

and the availability of energy. The Company has fixed its energy supply until September 2023 and is therefore
protected in the short term from such fluctuations.

On behalf of the board

J Kyte
Director




BORGWARNER TECHNOLOGIES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The directors present their annual report and audited financial statements for the year ended 31 December 2021.

Results.and dividends : ‘
The results for the-year are set out on pages 12 and 13.

‘No ordinary dividends were paid. The directors do not recommend payment of a final dividend.

Directors

The directors who held office dunng the year and up'to the date of sugnature of the financial statements were as
follows: '

C Aaron. )
"WAllen - o o (Resigned 31 August 2022)
W North . o ’ (Appointed 21 February 2022)
P Mistry ) (Appointed 16 February 2021 and resigned 3 March 2022)
TAnderson , ’ ) . (Appointed 31 August 2022) i

J AKyte : . ~ (Appointed 31 August 2022) .

None of the directors had any material interests in any shares of the Company. No director was or is materially
interested in any contract subsiding during, or at the end of the year The Company however, does operate a share
.option plan for senlor leadership. .

Indemnlty provision for directors

Professional indemnity insurance is in place for all directors of the Company The cost is bourne by the Company.

Political donatlons .
‘No political or charitable donatlons were made in the year to 31 December 2021 (2020 £nil).

Research and development

. The Company continues to maintain a level of mvestment commensurate with its objectlves of meeting the needs of
the market place and enhancing its competmon

Corporate Governance :

The directors recognise the benefi ts and importance of good governance. Section 172 of the Companies Act 2006
requires directors to act in a way they consider, in good faith, would most be Ilkely to promote the success of the
Company for the benefit of all stakeholders

Disabled persons

Applications for employment by disabled persons are always fuIly considered, beanng in mmd the aptltudes of the .
applicant concerned. In-the event of members of staff becoming disabled, every effort is made to ensure that their -
employment within the Company continues and that the appropriate training is arranged. It is the policy of the
.Company that the training, career development and promotlon of disabled persons should as far as possible, be
<|dent|cal to that of other employees. .




BORGWARNER TECHNOLOGIES LIMITED

DIRECTORS' REPORT (CONTINUED)
. FOR THE YEAR ENDED 31 DECEMBER 2021

Employee involvement
The directors recognise the important role that employees play in the success of the business. The Company
makes a conscious effort to involve its employees in decision making. The Company regularly informs its staff with
companywide communications including communications from the BorgWarner leadership team. A substantial
number of our employees and the employees of our largest customers and suppliers are members of industrial
trade unions or work councils and are employed under the terms of various labour agreements. The Company
coordinates with these groups for the benefit of employees. ’ ’ ‘

=

‘Employee involvement is actively encouraged in all areas of the Company and is seen as fundamental to our
continuing success. Regular and open communication is carried out to encourage participation and update all .
employees on group objectives and progress towards them. This is achieved in the following ways: email
correspondence with all employees communicating relevant announcements that are made concerning the
business, employee participation through regular communications with management, employee feedback
mechanisms and up-to-date information regarding fi nanC|aI ‘and economic affalrs via management presentations -
and as required in exceptlonal curcumstances .

Business relatlonshlps .

The Company is committed to supporting the needs of its customers and suppliers. The Company continues to
focus on fuel efficiency and reducing emissions in order to meet |ncreasmgly stringent regulatory requirements
faced by both customers and suppliers throughout the supply chain. The Company helps customers fulfll theur aims
* to improve vehicle performance and meet regulatory requirements.

Energy and carbon report : ‘ :

For large unquoted companies for financial years stanlng on or after 1 Aprll 2019, Streamlined Energy and Carbon
Reporting (SECR) has been introduced. In line with The Companies (Directors' Report) and Limited Liability -
Partnership (energy and Carbon Report) Regulations 2018, set out below are disclosures containing information

~ about our energy usage and GHG emissions. )

v : . . . 2021 - . 2020
Energy consumption ) . : kWh kWh
Aggregate of energy consumption in the year N ' ' )

- Gas combustion . ’ . 12,986,794 8,024,986

- Electricity purchased . . . ' 42,124,896 37,825,589

55,111,690 45,850,575

‘ . 2021 2020

Emissions of CO2 equivalent ) . : metric metric

: ' ’ tonnes " tonnes

Scope 1 - direct emissions : : : . A

- Gas combustion . . - 2,390.00 - 1,477.00
- Scope 2 - indirect emissions . . -

- Electricity purchased . ‘ ‘ . 10,784.00 9,683.00

Total gross emissions - _ C 13,174.00 11,160.00
Intensity ratio o o

CO2/ FTE Headcount . 8.95 6.83




BORGWARNER TECH NOLOGIES LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Quantrf cation and reporting methodology .

The Company monitors 'its power usage and related C02 emissions at its Gilingham and Stonehouse
manufactunng plants. Total energy usage is determined using data from our energy supplier. The related CO2
emissions ‘arising from such energy usage are calculated using a 'Grid mix' formula that applres a conversion rate to -
“the usage. The resulting output allows us to estimate CO2 emissions. The Grid mix conversion factor is obtained
from reports issued by the UK Government concerning greenhouse gas emissions. The Company also operates an
Aftermarket sales division in Warwick, England. The Aftermarket sales. division of the business only uses a small
fraction of the total energy since it does not operate energy intensive manufacturing equipment. To account for
energy usage at this division the data for Gillingham and Stonehouse has been grossed up by 10% to give an
estimate of the total usage of BorgWarner Technologies. Limited. The Company outsources all carriage and freight
thus the below data does not include any figures related to carriage and freight. Fuel usage by employees who own
company cars is deemed to be negligible in light of the manufacturing operations. Business travel emissions are
trrvral in light of our manufacturlng operations and have therefore not been mcluded in the above data.

Intensity measurement
The chosen intensity measurement ratio is total gross emissions in metnc tonnes COZe per FTE Headcount, the
recomrmended ratio for the sector. . .

Measures taken to improve energy efficiency -

- BorgWarner is a recognized leader in designing and building systems and components that enable vehicles to save
fuel and operate more efficiently. We are posmve about the role we play in the industry and that so much of what we
do contributes to decreasing carbon emissions and other pollutants. For more information on the specific strategies
employed by the Group concerning ESG, please see our 2022 sustarnabrlrty report which is publrcly available on the
BorgWarner websrte

" Post Balance Sheet Event

-On 6 December 2022 BorgWarner Inc. announced its intention to execute a spin-off-of its Fuel Systems and
Aftermarket segments into a separate, publicly traded company (“NewCo"). The BorgWarner Inc. Board believes a
strategic spin-off of the Fuel Systems and Aftermarket segménts would be the best path forward to further the
* transformation of the Group. The intended separation supports optimizing the combustion portfolio whilst aIIowrng
NewCo to pursue growth opportunities in alternative fuels, such as hydrogen and in Aftermarket.




BORGWARNER TECHNOLOGIES LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Statelhent 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 regulallons

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

Under company law the dlrectors musl not approve the financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the company and of the profit or loss of the company for that year. In
preparmg these fi nancnal statements, the directors are requured to: -

select sunable accounting policies and then apply them consistently;

state whether applicable UK Accounting Standards, comprising FRS102 have been followed, subject to any
- material departures disclosed and éxplained in the financial statements; ’

make judgements and accounting estimates that are reasonable and prudent;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

company will continue in business.

The directors are responsible for safeguarding the assets of me company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

The directors are also responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statéments comply with the Compames Act 2006

Directors' confirmations
In the case of each director in office at the date the dtrectors report is approved:

* Sofaras each person who was a dlrector at the date of approving this report is aware, there is no relevant
audit information of which the company’s auditors are unaware; and
_+ They have taken all the necessary steps that they ought to have taken as directors in order to make
themselves aware of all relevant audnt lnformatuon and to establish that the company's auditors are aware
of that mformatlon

" On behalf of the board
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BORGWARNER TECHNOLOGIES LIMITED
INDEPENDENT AUDITOR'S REPORT

- TO THE MEMBERS OF BORGWARNER TECHNOLOGIES LIMITED

Independent auditors’ report to the

members of BorgWarner Technologies
Limited |

Report on the audit of the ﬁnanci,al statements

Opinion

“In our opinion, BorgWarner Technologies Limited’s financial statements:

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

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Pracnce (United
Kingdom Accounting Standards, including FRS. 102"The Financial Reporting Standard applicable in the UK and Republic
of Ireland”, and applicable law); and T

« have been prepared in accordance with the requirements of the Compames Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Report”),
which comprise: Balance sheet as at 31 December 2021; Profit and loss account; Statement of comprehensive income and
Statement of changes in equity for the year then ended; and the notes to the financial statements, which include a description
of the significant accounting policies.- '

Basis for opinion

We conducted our audit in accordance with International Standards on Audmng (UK) (“ISAs (UK)") and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our opinion.

Independence

We remained i‘ndependent 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 ethical

, responsibilities in accordance with these requirements.

- Material dhcertainty related to going concern

In forming our opinion on the financial statements, which is not modified, we have considered the adequacy of the disclosure
made in note 1 to the financial statements concerning the company's ability to continue as a going concern. Subsequent to
the balance sheet date, the company’s ultimate parent company, BorgWamer Inc, publicly announceq its intention to split

-the group to create a new-publicly traded group of which the,company is expected to be part of, and at the date of our audit

report, the transaction has not completed but is expected to complete within 12 months from the date of approval of these
financial statements. The nature of the structure of the group, its method of financing and the transaction’s impact on the
operations of the company are yet to be agreed. These conditions, along with the other matters explained'in note 1 to the
financial statements, indicate the existence of a material uncertainty which may cast significant doubt about the company's



BORGWARNER TECHNOLOGIES LIMITED
INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF BORGWARNER TECHNOLOGIES LIMITED

ability to continue as a going concern. The financial statements do not include the adjustments that would result if the
company were unable to continue as a going concern. These conditions, along with the other matters explained in note 1 to
the financial statements, indicate the existence of a material uncertainty which may cast significant doubt about the
company's ability to continue as a going concern. The financial statements do not include the adjustments that would result
if the company were unable to continue as a going concern.

In auditing the financial statements, we have concluded that the directors use of the going concem basis of accounting in
the preparation of the fi nanmal statements is appropriate. :

Our responsibilities and the responsibilities of the directors wnth respect to going concern are described in the reIevant
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 responsibie 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, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financia! statemer'rts, our responsibility is to read the other information and; in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the ﬁnanciel
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have.nothing to report based
on these responsibilities.

With respect to the Strategic report and Directors' Report, we also considered- whether the disclosures required by the UK
: Compames Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requrres us also to report certain oplmons
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 fi nancial statements and has been prepared
in accordance with applicable legal requirements. - .

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements 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 Statement of directors' responsibilities in respect of the financial statements, the directors are

responsible for the preparation of the financial statements in accordance with the applicable framework and for being safisfied.

that they give a true and fair view. The directors 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 responsrble for assessing the company'’s ability to continue as a going
concem, disclosing, as applicable, matters related to going concern and using the going concern basis ofaccounting unless
the directors either intend to liquidate the company or to cease operations, or have no realistic altemative but to do so.



BORGWARNER TECHNOLOGIES LIMITED .
INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF BORGWARNER TECHNOLOGIES LIMITED

- Auditors® responsnbulmes for the audit of the financial statements:

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

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 UK corporation tax, and we considered the extent to which ion-compliance might have a material
effect on the financial statements. We also considered those laws and regulations that have a direct'impact on the financial
statements such as Companies Act 2006. We evaluated 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 related to posting of inappropriate journal entries to increase revenue, and management bias in accounting estimates
in particular to the .a’ccounting estimation of pension liabilities. Audit procedures performed by the éngagement team included:

« Discussion with management, including consideration of known or suspected instances of non-compliance with laws and
regulations and fraud; : '

» Challenging assumptions and judgements used to determlne pensron liabilities;

» Reviewing minutes of the meetings of those charged with governance and

« Identifying and testing journal entries posted with unusual account combinations, in particular any such entries posted to
revenue.

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 are 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 error, as fraud may involve deliberate concealment by, for example, forgery or intentional misrepresentations,
or through collusion. : '

‘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 purpose. We do not, in grvmg these opinions, accept or
assume responsibility for any other- purpose or to any other person to whom th|s reporti is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.

10



BORGWARNER TECHNOLOGIES LIMITED
INDEPENDENT AUDITOR'S REPORT (CONTINUED) :
TO THE MEMBERS OF BORGWARNER TECHNOLOGIES LIMITED

Other required reporting

Companies Act 2006 exception reporting
Under the Companies 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 by the company, or returns adequate for our audit have not been
received from branches not visited by us; or

e certain disclosures of directors’ remuneration specified by law are not made; or

‘e the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Qevcan S5

Duncan Stratford (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Bristol

23 February.2023
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BORGWARNER TECHNOLOGIES LIMITED

PROFIT AND LOSS ACCOUNT
' FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020

e . .as restated
Note - = ~£000's - £000's
Turnover : . ‘ 3 - 543,111 450,643
Cost of sales . Coe ' - (395,871). (326,767)
Gross profit _ . ' 147,240 o 123,876
Distribution costs - ’ ’ : ) ‘ (23,603) . (17,987)
Administrative expenses . . : - )  (56,658) - (69,542)
Other operating income . R . ' 1296 2,783
Restructuring expenses : : : ’ . (5,098) . : (12,315)
Operating profit o 4 . 62,177 26,815
Interest receivable and similar income 7 . 4,353 : " 5,698
Interest payable and similar expenses. 8 (2,122). : (1,556)
Loss on sale of fixed assets 9 (6,167) - (3,689)
-Loss on defined benefit pension plan 18 (3,526) . : (6,969)
Profit before taxation T - 54,715 20,299
Tax on profit - S : ‘ 10 . (4,973) o (4,443)
Profit for the financial year , ‘ . S 49742 ' " 15,856

The profit and loss account has been prepared on the basis that all operatior')s'are contihuing operations.

The restatement of the profit and loss acount for the year ended-31 December 2020 is detailed further in note 25. -
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BORGWARNER TECHNOLOGIES LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

) Profit for the year

‘Other comprehensive income/(expense) .
Actuarial gain/(loss) on defined benefit pension schemes -
Tax relating to other comprehensive income/(expense)

Other comprehensive income/(expense) for the year

Total comprehensive income/(expense) for the year

2021

£000's

49,742

126,799
(31,700)

95,099

144,841

2020
£000's

15,856

(32,585) °
8,146

(24.439)

(8,583) -
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~ BORGWARNER TECHNOLOGIES LIMITED

BALANCE SHEET
" AS AT 31 DECEMBER 2021

Fixed assets _
Gopdwill )
Tangible assets

Current assets
. Stocks
Debtors
Cash at bank and in hand

" Creditors: amounts falling due within
one year
Net current assets
Total assets less cun"gnt Iiabilitie’s
Provisions for liabilities

Provisions
Defined benefit pension hablluly

Note

N

12

13

14.

15

16

18

- Net assets exéludlng peﬁsion surplusl(deﬁcit)

. Defined bengfjt pension surp!usl(deﬁqit) .

\

Net assets

Capital and reserves
Called up share capital
Share premium account
Profit and loss reserves

. Total equity

18

19

2021 5

£000's £000's

1,726

103,674

105,400
83,371
410,114
80,889
574,374
(166,875)

407,499

512,899
9,975

4,009 o

(13.984)

| 498.915

3,840

502,755

© 133,100

104,654

265,001

502,755

" 2020

£000's £000's.
2,585
99.471 .
102,056
© 67,384
437,667
50,877
555,928
(163,420)
392,508
494,564
14,104
122,546 .
(136.650)
357.914
' 357,914
133,100
104,654
120,160
357,914

_ The financial, statements on pages 12 to 37 were approved by the board of directors and authorised for issue

on . A3/2(23. and are signed on its'behalf by:

- Lﬁf« ........ |

J Kyte
Director

Company Registration No. 03870587 .
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BORGWARNER TECHNOLOGIES LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Share Share Profitand Total

capital  premium loss
: account reserves
Note - £000's £000's £000's £000's
" Balance at 1 January 2020 . . 33,100‘ 104,654 ‘ 128,743 266,497
Year ended 31 December 2020: . . : . )
Profit for the year ' ‘ . - <. .- . 15856 . 15856
Other comprehensive mcome}(expense) ’ ' C
- Actuarial loss on defined benefit plans ’ S - (32,585) (32,585)
Tax relating to other comprehensuve income/ ) ) . . ’
(expense) . - T . 8,146 8,146
Totél comprehensive ihcome/(exbense) for the year . ' - ’ - (8,583) . (8,583) ‘
Issue of share capital 19 - 100,000 - ) - 100,000
‘Balance at 31 December 2020 ) '133,100 104,654 120,160 357,914
Year ended 31 December 2021: . o . o . .
Profit for the year - ) - - 49742 49,742
Other comprehensive mcomei(expense) h ’ ’
Actuanal gains on defined benefit plans o - - 126,799 126,799
Tax relating to other comprehenswe income/ - . . , :
(expense) _ . - o - (31,700) (31,700)
Total comp_i'ehensive income/(expense) for the year : - - 144,841 . 144,841 -
Balance at 31-December 2021 ) . ' 133,100 104,654 A 265,001 - 502,755
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BO_RGWARNER TECHNOLOGIES LIMITED

NOTES TO THE FINANCIAL STATAEMENbTS
FOR THE YEAR ENDED 31 DECEMBER 2021

11

‘Accounting policies

Company information
BorgWarner Technologies Limited is a private company limited by shares incorporated in England and Wales. -

The_ registered office is Brunel Way, Stroudwater Business Park, Stonehouse, Gloucestershire, GL10 3SX.

Accountlng convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting *
Standard applicable |n the UK and Repubhc of {reland” (“FRS 102") and the requrrements 'of the Companies -
Act 2006.

The fnanmal statements are prepared in sterllng, WhICh is the functional currency of the company Monetary
amounts in these financial statements are rounded to the nearest £000's.

The financial statements have been prepared under the historical cost conventlon The pnncrpal accountung

o policies adopted are set out below.

-This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the parent
- of that group prepares publicly available consolidated financial statements, including this company, which are

intended to give a true and fair view of the assets, liabilities; financial position and profit or loss of the group.
The company has therefore taken advantage of exemptions from the foIIowmg dlsclosure reqmrements

. *» Section 7 ‘Statement of Cash Flows': Présentation of a statement of cash flow and related notes and
disclosures;’
* Section 11 'Basic Financial Instruments’ and Sectlon 12 ‘Other Financial Instrument Issues: Interest
income/expense and net gains/losses for financial instruments not measured at fair value; basis of
. determining fair values; details of collateral, loan defaults or breaches, details of hedges hedglng falr
value changes recognised in profit or loss and in other comprehensive income;

- ¢ Section 26 ‘Share based Payment: Share-based payment expense charged to proflt or loss,
reconciliation of opening and closing number and weighted average exercise price of share options,
how the fair value of options granted was measured, measurement and carrying amount of liabilities
for cash-settled share-based payments, explanation of modifications to arrangements;

* Section 33 ‘Related Party Dlsclosures Compensatlon for key management personnel.

The financial statements of the company are consolidated in the financial statements of BorgWarner Inc
These consolidated financial statements are available via the Securities and Exchange Commrsswn

-16 -



BORGWARNER TECHNOLOGIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021 .

1.2

1.3

14’

Accounting policies ‘ ‘ (Continued)

Going concern .
In assessing the Company’s Going Concern the directors have glven thought to the uncertainty around the

. economy and inflation, uncertainty around energy prices and availability, as well as the Company’s status as

sponsor of the Delphi Technologies Limited defined benefit pension scheme. Whilst there are major risks to
the business at present, many steps have been taken to mitigate these risks. Examples include fixing our
energy tariff until September 2023 and streamlining our OEM operations. The Directors are of the view that
the Company is likely to have sufficient cash flow from operations to meet its liabilities as they fall due.

- On 6 December 2022 BorgWarner Inc. (thé "Group”) announced its intention io execute a spin-off of its Fuel

Systems and Aftermarket segments into a separate, publicly traded company (NewCo). The BorgWarner inc.

. Board believes a strategic spin-off of the Fuel Systems and Aftermarket segments would be the best path

forward to further the transformation of the Group. The intended separation supports optimizing the

“ combustion portfolio whilst allowing the NewCo to maximise the potential of its existing portfolio and to pursue

growth opportunities in alternative fuels, such as hydrogen, and in Aftermarket. It should be noted the
Company is primarily engaged in supporting the Commercial Vehicle segment of the market which is expected
to be. predominately combustion engine based for the foreseeable future, and the Aftermarket segment which
supports a vehicle parc that is expected to be predominately combustion engine powered out to 2040.

The financial effect of the proposed transaction cannot be confirmed at this stage. The method of finéncing of
BorgWarner Technologies Limited is likely to continue under a group-wide cashpool model, but this has not
been agreed at the time of the approval of the financial statements. This creates a material uncertainty over

. the method of financing of the NewCo and the impact on BorgWarner Technologies Limited, which is expected

to be part of the NewCo. However, based on the information available to the Directors at the date of approval
of these financial statements regarding the transaction, the Directors expect that this transaction will have a
low impact on the ongoing day to day operations at BorgWarner Technologies Limited and expect the NewCo

. to put into place suitable financing arrangements to enable the Company to contlnue as a going concern for at

least 12 months from the date of approval of these financial statements.

Consequently, the Directors consider it is appropriate to adopt the going concern basis in preparing the -
financial statements but based on what is described in the preceding paragraphs, they have also concluded
this situation represents a material uncertainty that may cast significant doubt on the Company's abnllty to
continue as a going concern.

The financial statements do not include any adjustments that would result if the Company was unable to
continue as a going concern should the assumptions referred to above prove not to be correct.

Turnover

Turnover is recognused to the extent that the Company obtains the nght to consideration in exchange for its
performance. Revenue is measured at the fair value of the consideration received, excluding discounts, VAT
and other sales taxes or duty. The following.criteria. must also be met before specrflc revenue streams are
recognised:

Technical centre recharges: Certain research and development expenditure is recharged to fellow group

‘undertakings and the revenue is recognised as other operating income when the recharges are agreed.

Sale of goods: Revenue from the sale of goods is recognised when the significant risks and rewards of -
ownership of the goods have passed to the buyer, usually on dispatch of the goods.

Research and development expenditure .
Research and development expenditure is charged to the profit and Ioss account as mcurred

17



BORGWARNER TECHNO.LOGIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

'FOR THE YEAR ENDED 31 DECEMBER 2021

15

1.6

Accounting policies R - - . B (Cbntinuea)

Intangible fixed assets - goodwill

Goodwill arising on the acquisition of assets and liabilities, representmg any excess of the fair value of the
consideration given over the fair value of the identifiable .assets and liabilities acquired, is capitalised and
written off on a straight line basis over its estimated useful economic life, which is between 10 and 20 years.
Provision is made for any impairment. '

Tangible fixed assets.
Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuatlon net of
deprematnon and any |mpa|rment Iosses

Deprematuon is recognlsed so as to write off the cost or valuatlon of assets less their resudual values over their

useful Ilves on the following bases:

Land and Buildings Indefinite
-Buildings . ) 16-37 years
Plant and equipment , ~ 12years
Capital Tooling . ) : 3 years

. The carrying values of property, plant and equnpment are revuewed for |mpa|rment in periods lf events or

1.7

1.8

1.9

changes in circumstances indicate the carrying value may not be recoverable. Where such evidence exists,
the asset.is impaired to its -net realisable value based on estimated selling pnce less any further costs
expected to be incurred to completlon ‘and dtsposal

Impairment of fixed assets

The Company assesses at each reporting date whether an asset may be impaired. If any such indication
exists the company estimates recoverable amount of the asset. If it is not possible to estimate the recoverable

-amount of the individual asset, the company estimates, the recoverable amount of the cash- generating unit to
" which the asset belorigs. The recoverable amount of an asset or cash- generating unit is the higher of its fair

value less costs to sell and its value in use. If the recoverable amount is less than its carrying amount, the
carrying amount of the asset is impaired and it is reduced to its recoverable amount through -an impairment in
profit and loss unless the asset is carried at a revalued amount where the impairment loss of a revalued asset
is a revaluation decrease. An impairment loss recognised for all assets, including investments, is reversed in a
subsequent year if and only if the reasons for the impairment loss have ceased to apply. '

Stocks -

Stocks (including work in progress) are valued at the lower of cost and nét reallsable value. Cost is calculated
on a weighted average basis including material, direct labour and appropriaté overheads. Net realisable value
is based on estimated selling price less and further costs expected to be incurred to completion and disposal. .

Cash and cash equuvalents .

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021 -

1.10

Accduating policies " ' o (Continued)

Financial mstruments :

The company has elected to apply the provisions of Sectlon " Basnc Financial Instruments' and Section 12
‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

" Financial instruments are recognised in the company's balance sheet when the company becomes party to

the’ contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented-in the’financial statements, when“
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net
baSIs or to realise the asset and settle the hablmy SImuItaneoust

Basic fi nancial assets

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

Other financial assets :

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or
joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets are -
subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except that
investments in equity instruments that -are not publicly traded and whose fair values cannot be measured
reliably are measured at cost less impairment.

"Impairment of financial assets

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

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

If there is a decrease in the impairment loss arising from an ‘event occurring after the impairment was

recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not prev10usly been recogmsed ‘The
impairment reversal is recognlsed in profit or loss.

.Derecognition of financial assets

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

1 Accounting policies ' : o - A (Continued)
1.10 Financial instruments (continued)

- Classification of financial liabilities

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

Basic financial liabilities .

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

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

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

Derecognmon of financial liabilities

Financial liabilities are derecognised when the company’s contractual obllgatlons expire or are dlscharged or
cancelled

1.1 .Equ1ty mstruments
Equity instruments issued by the company are recorded at’ the proceeds received, net of transaction costs.
Dividends payable on equity instruments are recognlsed as liabilities once they are no longer at the dnscretlon
of the company.

"1.12 Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax . ' .
The tax currently payable .is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the profit and loss account because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The company’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
reporting end date.

Deferred tax
Deferred taxation is recogmsed in respect of all timing dlfferences that have originated but not reversed at the
balance sheet date where transactions or events at that date that will result in an obligation to pay more, or a
_ right to pay less or to receive more, tax have occurred. Deferred tax assets are recognised only to the extent
that the directors consider that it is more likely than not that there will be suitable taxable profits from which
the underlying timing differences can be deducted. Deferred tax is measured on an undiscounted basis at the
- tax rates that are expected to apply in the years in which the tlmmg differences reverse, based on tax rates
and laws enacted at the balance sheet date. '
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BORGWARNER TECHNOLOGIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED-31 DECEMBER 2021

113

1.14

1.15

Accounting policies . : : (Continued)

Provisions

Provisions are recognised when the company has a legal or constructive present obligation as a result of a -
past event, it is probable that the company will be requnred to settle that obligation and a reliable estimate can
be made of the amount of the obllgahon

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting end date, taking into account the risks and uncertainties_surrounding-the obligation.
Where the effect of the time value of money is material, the amount expected to be required to settle the
obligation is recognised at present value. When a provision is measured at present value, the unwinding .of
the discount is recognised as a finance cost in profit or loss in the year in which it arises.

Warranty Provision:
Provision is made for liabilities arising in respect of expected customer claims based on historical experience.

Employee benefits

" The costs of short-term employee benef ts are recognised as a liability and an expense.

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

The Company recognises termination benefits as a liability and an expense only when it is demonstrably
committed to either terminate the employment of an employee (or a group of employees) before the normal
retirement date or provide termination benefits as a result of an offer made in order to encourage voluntary
redundancy, termination benefits are measured at the best estimate of the expenditure that would be required
to settle the obligation at the reporting date. In the case of an offer made to encourage voluntary redundancy,

‘the measurement of termination benefits shall be based on the number of employées expected to accept the

offer. These expenses are recognised within restructuring costs, classed as exceptional |tems in 2021 and
2022. .

Pension
The Company’ operates a deflned contribution pension scheme. Contributions are charged to the profit and
loss account as they become payable in accordance with the rules of the scheme.

The Cor'npeny also operates a defined benefit pension scheme which was closed to new eﬁtrante from 1 April
2012. New employees can join the defined contribution pension scheme. As of April 2019, the defined benefit

. scheme closed to accrual of additional benefits. Employees will réceive a compensatory cash supplement for .

two years and are offered to join the Company's defined contribution plan. The cost of providing benefits
under the defined benefit plans is determined using the projected unit method, which attributes entitiement to
benefits to the current year, (to determine current service cost) and to the current and prior years (to
determine the present value of defined benefit obligations) and is based on actuarial advice. Past service
costs are recognised in the income statement immediately. When a change in estimation basis, a settiement
or a curtailment occurs, the change in the present value of the scheme liabilities and the fair value- of the plan
assets reflects the gain or loss which is recognised in the income statement. Losses are measured at the date
that the employer becomes demonstrably committed to the transaction and gains are measured when all
parties whose consent is required are irrevocably committed to the transaction.
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BORGWARNER TECHNOLOGIES LIMITED

'NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED .31 DECEMBER 2021

145

1.16

117

1.18

Accounting policies - . 4 : ) '(Continued)
Pension (continued)

The net interest on the net defined benefit liability is determined by multuplylng the het defined benefit liability
by the discount rate, both as determined at the start of the annual reporting year, taking. account of any
changes in the net defined benefit liability during the year as a.result of contribution and benefit payments.
The net interest on the net defined benefit liability comprises interest cost on the defined benefit obligation and
interest income on plan assets. Interest income on plan assets is a component of the return on plan assets,
and is determined by muitiplying the fair value of the plan assets by the discount rate, both as determined at
the start of the annual reporting year, taking account of any changes in the plan assets held during the year as
a result of contribution and benefit payments. The difference between the interest income on plan assets and
the return on plan assets is included in the measurement of the net defined benefit liability. Actuarial gains and
losses are recognised in full in the Statement of Other Comprehensive Income in the year in which they occur.

The defined benefit pension asset or liability in the balance sheet comprises the total present value of the
defined benefit obligation (using a discount rate based on high quality ‘corporate bonds that have been rated
at AA or equivalent status), less any past service cost not yet recognised and less the fair value of plan asséts
out of which the obligations are to be settled directly. Fair value is based on market price information and in
the case of quoted securities is the published bid price. The value of a net pension benefit asset is limited to
the amount that may be recovered either through reduced contributions or agreed refunds from the scheme.

The Company also operates a separate definéd benefit group plan where risks are shared between entities
under common control. The Group shall obtain information about the plan as a whole measured on the basis
of assumptions that apply to the plan as a whole. Individual group entities, BorgWamer Technologies being
one, shall in their individual accounts recognise the cost of the defined benefit plan-so charged to thelr share
of the obligation.

Leases
Rentals payable under operating leases (net of any incentives given by the lessor) are charged to the proft
and loss account on a straight line basis over the lease term.

Government grants

Government grants are recognised when there is reasonable assurance that the. Company will comply with .
the conditions_ attaching to them and that the grants will be received. Grants are recognised based on the
performance model and are measured at the fair value of the asset received or receivable. Where a grant
becomes repayable it is recognised as a liability when the repayment meets the definition of a liability.

Foreign exchange . _
Transactions in currencies other than pounds sterling are recorded at the rates of exchange prevailing at the

. dates of the transactions. At each reporting end date, monetary assets and liabilities that are denominated in

foreign currencies are retranslated at the rates prevailing on the reportlng end date. Gains and losses arising
on translation in the year are included.in profit or loss.

Delphl Lockheed Support Agreement :

The Company has an agreement with sister company Delphi Lockheed Automotive ( DLA") . As part of the
agreement, the Company manages DLA's customer. contracts, sales of DLA products and its aftermarket
business activities. In return the Company pays to-DLA 3% of the gross revenue earned from sales of the DLA
product. The 3% takes into consideration any expenses incurred by the Company for the DLA product lines.
The minimum. amount to be paid is equal to DLA's pension liabilities for the year -(regular pension
contributions, if any, including any payments in connection with the pension deficit recovery contributions).
This fee is shown within administrative expenses in the Income Statéement.- This agreement was ended in
2020. .
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BORGWARNER TECHNOLOGIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

1.20

Accounting policies . (Centinued)

Share- based payments - pre 1 October 2020 ( pre acquisition)

Share-based payment arrangements consist of grants of restricted stock units (RSUs), govemed by Delphn
Technologies ‘PLC's. compensation committee. These awards are granted directly to certain company
executives by the ultimate parent company.: The RSU awards are treated as equity seftled In the Delphi
Technology PLC financial statements and are therefore treated as equity settled in the company, as the
company benefits from the service of the executives. This results in relevant compensation expense being
recorded in the income. statement and. an equal and opposite entry being taken to reserves. Any -
reimbursement paid by the company to the ultimate parent company is netted off against the amount

recognised in reserves.

1.21

Share- based payments - post 1 October 2020 ( post acquisition)

BorgWarner operates a stock incentive plan for specific employees. The stock incentive plan is governed by
BorgWarner Inc. Upon the purchase of Delphi Technologies PLC by BorgWamer Inc, it was agreed that all
outstanding equity under the Delphi Technology PLC RSU scheme would be converted using a conversion
factor of 0.4307. For more specific details concerning the BorgWarner stock moentnve plan please see the
BorgWarner Inc 2021 annual report.

Judgements and key sources of estimation un'certainty

In the application of the company's accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent
from other sources.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the year in which the estimate is revised where the revision affects only that-year,
or in the year of the revision and future years where the revision affects both current and future years. Areas
affected by judgements and estimates in the financial statements are as foIIows

Pensions and other post-employment benef ts
The cost of providing benefits under defined benefit pension schemes is determined separately for each of the

. schemes . under the projécted unit credit actuarial valuation method. Any actuarial gains or losses are

recognised in the year in which they occur. The key assumptions used for the actuarial valuation are based on
the best estimate of the factors which will determine the cost of providing post employment benefits.

The Company recognises a pension scheme asset as it has the unconditional right to a refund on the event of
winding up of the schemes assuming the gradual settlemént of the plan liabilities over time until all members
have left the plan.

Turnover

Turnover represents amounts derived from the Companys principal activity of supplylng diesel automotive
products to vehicle manufacturers and vehicle dealershlps

-23- N
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BORGWARNER TECHNOLOGIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) -

FOR THE YEAR ENDED 31 DECEMBER 2021.

3 Turnover

" Turnover analysed by geographical market
UK
Europe .
North America
Rest of World

Other revenue . N
_Interest income ' ' :
Coronavirus job retention scheme grant

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

.Foreign currency exchange (gain)/loss
Research and development costs
Government grants .

Auditors remuneration for audit services
Auditors. remuneration for non audit services
Depreciation of owned tangible fixed assets .
Amortisation of goodwill | -
Cost of stocks recognised as an expense
Operating lease charges

5 ' Employees

7

~ (Continued)

2021
£000's -

109,103
312,666
72,518
48,824

543 111

2021 .

_£000's

" 4,353
296

2021
£000's

(2,194)
44,802
" (296)

310

359-

14,236
859
7,851
4,845

2020 -
© £000's

73,870.
274,948

43,607 -

58,218 .

450,643

2020
£000's

2,435
46224 -
(2,783)

- 199

13,388
859
4,985 -
1770

Th'e average monthly number.of persons (including diredtors) em‘pl_oyed'by the company during ihe year was: -

Administration
Manufacturing

" Total

) 2021
Number

640
804

1,444

2020
Number

826
807

1,633
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BORGWARNER TECHNOLOGIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

~

5 Employees

Their aggregate remuneration comprised:

Wages and salaries
Social security costs
Pension costs

6 Directors' remuneration

Gross salary _
Company pension contributions (money purchase) .
Share based compensation ' .

2021
£000's

64,410

6,793
5,503

76,706

Remuneration disclosed above include the following amounts paid to the highest paid director:

Gross salary )
Company pension contributions (money purchase)
Share based compensation

2021

. £000's

(Continued)

2020
£000's

68,420
6,624
7,927 .

82,971

2020
.£000's

83.
12

2020 .

. £000's

. 83
12

During the year one director was employed by another group company. This individual has global corporate
responsibilities and therefore specific salary costs related to BorgWarner Technologies Limited cannot be

accurately apportioned and is therefore not included in these financial statements.

7  Interest receivable and similar income

Interest income
Interest receivable from group companies

2021
£000's

4,353

2020
£000's

5,698
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8 Interest payable and simil_ér expenses

Bank interest payable
Interest payable to group Undertakings ‘
Net interest on pension plan assets and liabilities .

9  Loss on sale of fixed assets

Loss on disposal of fixed assets -
10  Tax on profit

Current tax
UK corporation tax on prof its for the current year
Adjustments in respect of prior periods-

Tota'l current tax

Deferred tax

Origination and reversal of tlmlng dlfferences
Changes in tax rates

Adjustment in respect of prlor penods :

Total deferred tax

Total tax charge

2021

£000's

519

1,594

2,122

2021

- £000's

: ‘.('6,167)

2021 -

£000's

2020
£000's -

576

978

1,556 .

2020
£000's

(226)
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10

Tax on profit

(Continued),

The actual charge for the year can be reconcned to the expected charge for the year based on the profit or'

loss and the standard rate of tax as follows:

) 2021
g . o ‘ £000's -
. Profit before taxation S ' ‘ 54,715

Expected tax charge based on the standard rate of corporation tax in the UK of :
19.00% (2020: 19.00%) . 10,396
Difference due to deferred tax being higher than current tax rate : 1,848
Variance due to changes in deferred tax rate : - (2,626) -
Temporary timing differences ' ] (1,000)
Permanent timing differences E ) 362
Group relief - . . 39
Other differences ' -
Current tax adjustments in respect of prior years o © 2,899
Deferred tax adjustments in respect of prior years . v (6,945)
Total tax charge for the period . 4,973

2020
£000's

20,299

3,857
(18,121)

-18,229
902 .

(198)

(226)

4,443

In addition to the amount charged to the profit'and loss account the following amounts re|at|ng to tax have

been recognised directly in other comprehensnve mcome

2021
© £000's
Deferred tax charge/(credit) arising on:

Actuarial differences recognised as other comprehensive income/(expense) - - 31,700

2020
£000's

(8,146)
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1

12

‘Goqdwill

Cost
At 1 January 2021 and 31. December 2021

" Accumulated amortisation and impairment

At 1 January 2021
Amortisation charged for the year .

At 31 December 2021

.Carrying amount
At 31 December 2021

At 31 Decermiber 2020

The goodwill balance represents various historical business acquisitions made in prior years.’ )

Tangible fixed assets’

Cost

At 1 January 2021-
Additions
Disposals

At 31 December 2021
Accumulated depreciation’

At 1 January 2021

Depreciation charged in the year
Eliminated in respect of disposals

At 31 December 2021°

Carrying amount
At 31 December 2021 .

At 31 December 2020

Goodwill .

£000's

© 80,452

77,867

859

178,726

1,726

2,585

Land and Plant and Capital Total

‘Buildings equipment - Tooling :

£000's £000's £000's £000's
29,899 201138 ~ 22,513 343550 .
- 22,306 2,839 25,145 °
(1,296) (8,935) (836) (11,067)
28,603 304,509 24516 357,628
11,945 . 216,308 15826 244,079
©..915 11,379 1,942 14,236
(1,294) (2,266) - (801) (4,361)
11,566 225,421 16,967 . 253,954
17,037 79,088 .- 7549 103,674

17,954 74830 - 6687 - 99471

The Company's fixed assets included assets under finance leases with net book value of £95k (2020: £252k).'

X
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13 Stocks

Raw materials and consumables
Work in progress .
Finished goods and goods for resale

-

Expenses related to mventory provision during the year ended 31 December 2021 was £7, 851k

£4 958k)

14 . Debtors .
Amounts falling due within one'year:
Trade debtors. |
Amounts owed by group undertakings

Other debtors
Prepayments and accrued income

£15,321k (2020: £8,700k) included in the amounts due from group undertaklngs represents cash balances
held-in a group treasury functlon that are readily accessible by the Company.

- Amounts falling due after more than one year:

Amour\ts owed by group undertakings
Deferred tax asset (note 17)

Total debtors

2021

£000's

41,874
7,060
34,437

83,371

2021
£000's

.83,904

81,668 -

22,530
2,858

190,960

2021
£000's

- 202,854
- 16,300

219,154

410,114

2020

- £000's

17,578,

3,318

46,488

67,384

(2020 -

2020
£000's

104,803

121,263
11,346
3,482

240,894

2020

£000's

146,698
50,075

196,773

" 437,667

- . . ) '-297
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14

15

16

Debtors v IR S SR (Continued)

Amounts owed by group undértakmgs due after more than one year represent a long term credit facility with-

- Delphi Automotive Operations UK Limited ("DAO") for £49,000k (2020: £49,000k), a credit facility with Delphi

Powertrain Systems Operations Luxembourg Sarl ("DPSOL")- for £95,000k (2020: £98 OOOk) and a credit
facnllty with BorgWarner UK Management Limited ("BWUM") for £58, 000k (2020 £nil).

The credit facility agreement between DAO ‘and the Company was for a maximum borrowing amount of
£100,000k, maturing on 15 February 2022. The company has now extended this to mature on 30 September
2030, with no change to the maximum borrowing term the lnterest rate has increased from 2.00% to 2.23%.

-from 1 October 2020.

A The‘ facility with DPSOL had an original métuhty date of 21 February 2021 but this ‘has been extended to a

maturity date of 28 February 2024, with an amended principal amount of £95,000k’ (2020 £100,000k). The
interest rate is 1.67% (2020 4.40%).

The facility with BWUM has a matunty date of 30 Apnl 2023, a maximum borrowing amount of £60 000k and’
an interest rate of 1.29%

Creditors: amounts falling due within one year _ ) B
o ‘ ' 2021 2020

£000's £000's
Trade creditors : i : : ) ) : 83,938 83,336
Amounts owed to group undertakings : ' . . ‘23,890 " 37,046
. Corporation tax 4 A : ' . 2,899 S
Other creditors ’ o 5,822 1,235
Accruals and deferred income - o ‘ ' 50,326 . 41,803
166,875 163,420

Provisions for liabilities . -
: , : 2021 2020
. . . £000's - £000's
_ Warranty - E - . 4026 4915
Restructuring - ‘ 3 ‘ C 5,949 9,189

9975 - 14,104

Warrahty provision

A provision has been made for. the estimated future claims by customers under warranties in respect of

products sold during the current and prior years based on historical experience and known claims. It is
expected that the majority of this expenditure will be incurred in the next five financial years.

Restructuring provision

A provision has been made for the closure of the Sudbury production facility which was announced on 4
August 2017. The Sudbury plant was fully closed by the end of 2020. Further prowsnon was made for
redundanmes at the Stonehouse plant.
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16

17

18

- Movements on provisions:

Provisions for liabilities ' (Continued)

Warranty Restructufing . Total
£000's - - £000's £000's -

- At 1.January 2021 ’ L i 4915- 9,189 - 14,104
Additional provisions in the year - . - . 1,004 3,397 " 4,401
Utilisation of provision " (1,893) . (6,637) (8,530). -
At 31 December 2021 o . ) ' 4,026 . 5,949 ' 9,975

Deferred taxation

. . . . ) . i
The following are the major deferred tax liabilities and assets.recognised by the company and movements

" thereon: - . '
Assets - Assets
- : 2021 - 2020
Balances: . ) : - - £000's £000's
Retirement bénefits g S - ; 10,201 34,550
Provisions . . ' 1,326 3,272
Fixed assets & other assets , ’ . _ . 4,773 7,989
NOL . _ ’ ' ) . - 4,264
16,300 50,075
» : - 2021
Movements in the year: . . . T £000's
Asset at 1 January 2021 ot . ‘ . 50,075
Charge to the profit and loss . : . (2,074)
Charge to other comprehensive income o L (31,700)
Asset at 31 December 2021 ‘ I , 16,300

Pension schemes’

Defined contribution scheme .

The company operates a defined contribution pension .scheme for all qualifying employees. There were
outstanding contributions of £nil at the year end (2020: £240k). The expense for the year was £5,500k (2020:
£10,690k). E . . . . .

-31-



BORGWARNER TECHNOLOGIES LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

18

Pension schemes

Defined benefit schemes

Delphi Diesel Systems- Pensuon Scheme (closed 31 March 2020) -

. (Continued)

On 31 March. 2020 the Delphi Diesel Systems Pension Scheme was closed. The assets and liabilities of the
legacy scheme were transferred into a new DB pension scheme called the Delphi Technologies Pensmn

Scheme. See further detail in the separate note on this scheme on page 34.

Con_tributions in 2020 before the fund closed were £200k. The last funding valuation was at 31 December
2018. Changes in the present value of the defined benefit obligations for this scheme are analysed as follows:

At 1 January .

Interest cost on plan liabilities

Actuarial (gain)/loss

Scheme introductions, changes, curtailments and settlements
Benefits paid

At 31 December-

Changes in the fair value of plan assefs are analysed as follows:

At 1 January

Interest income on plan assets

Return on plan assets

Sceme introductions, changes, curtailments and settlements
Employer contributions :

Contributions by participants

Benefits paid

Administrative costs -

At 31 Décember

2021

£000s

2021
£'000s

2020
£'000s

818,014

3,880
(107,095)

(712,409)

(2:390)

2020
£'000s

609,938

2,890
42,471

.(653 177)

218
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Pension schemes

(Continued)

The amount recognlsed in the Income Statement and the Statement of Other Comprehensive Income (OCI)

for the year are analysed as follows:

—

Recognised in.the income statement

Administrative costs )
Scheme introductions, changes, curtailments and settlements

Recognised in arriving at-operating 5roﬂt

Interest expense

." Total recognised in the income statement

_ Recognised in OCI

_Actuarial (gain)/loss

Return on plan assets (greater)

Remeasurement effects recognised in OCI
Total defined benefit cost

(Gain)/cost recognised in the income statement
Remeasurement effects recognised in OCI

2021

£'000s

2021
£'000s

2021
£'000s

12020

- £'000s

. 39
(59,232)

(59,193)

990

(58,203)

2020
_£'000s

(107,095)
(42,471)

(149,566)

2020

. £000s

- (58,203)
(149,566)

(207,769)
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.Return on plan assets greater than discount rate

Pension schemes

" (Continued)

The assets and the liabilities of the scheme were both £nil at 31 December 2020 and 31 December 2021.

Return on plan assets o Co 2021
: £'000s

Interest income on plan assets R : ST

Return on pian assets . o . S

Key assumptions were used as follows:

RPI inflation B . o : - -
CPlinflation - Co v _ -
Salary growth - I ' . , -
Pension increases - . ’ R -
Discount rate’ . : o . ; -

2020
£'000s

2,890
42,471

45361

2.6%-3.0%
‘2.2%
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N

Pension schemes v . ] ' (Continued)

Defined benefit scheme - Delphi Technologies Pension Scheme (opened 1 April 2020)

On 1 April 2020 the assets and obligations of the Delco Electronics Overseas Corporate Pension Plan, The
Delphi Lockheed Automotive Limited Pension Plan and the Delphi Diesel Systems Pension Scheme were
transferred into the new combined scheme called the Delphi Technologies Pension Scheme. The scheme is
closed to new entrants. At the date of inception the scheme was sponsored by both BorgWarner Technologies
Limited and Delphi Lockheed Automotive Limited. At the date of signing these financial statements, the sole
sponsor is BorgWarner Technologies Limited. During 2021 the Company made no contributions to the plan
(2020: £30,000k). ) : , . ’

The first actuarial valuation of the Delphi Technologies Pension Scheme was completed as at 31 January

12020. For the purposes of determining liabilities at the year end date, participant data as of the latest census

date, 1 October 2021, are used. The defined benefit obligation is projected to the year end date by assuming
no actuarial gains and losses in the interim, except for those assumption changes necessary to reflect the

situation at the year end date. There were nosignificant events that would render the projection inappropriate.

2021 2020

Key assumptions - o : . % : %
Discount rate . . - ' 1.8 1.3
Expected rate of increase of pensions in payment - 21-32 . 20-28
Expected rate of salary increases - ’ ) N/A N/A
RP1 inflation . i i : i 34 2.9
CPl inflation : 29 2.4
. 2021 . 2020
" Amounts recognised in the profit and loss account ) © £000's " £000's
Net interest on net defined benefit liability/(asset) "1,558 (12)
Scheme introductions, changes, curtailments and settlements 400 61,940
Administrative costs - . : S :)3,356 s 4,803
Totalcosts . A . 5314 66,731
S : _ 2021 - 2020
Amounts taken to other comprehensive income ) £000's £000's
Actual return on scheme assets : ' ' ' (49,175) (77,957)
Less: calculated interest element _ . 13,890 15,925 -
Retu‘rn on p]an'assets v : . (35,285) (62,032)
Actuarial (gain)/loss = - ' - (9}1 ,514) 244,183

-~ Remeasurement effects recognised in OCI : © (126,799) 182,151

.-35-



BORGWARNER TECHNOLOGIES LIMITED

'NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

18

Pension schemes

The amounts included in the balance sheet arising from the 6ompany's .

obligations in respect of defined benefit plans are as follows:

Present value of defined benefit obligations
Fair value of plan assets-

Surplus/(deficii) in scheme

Movements in.the present value of defined benefit obligations

Liabilities at 1 January 2021

" Plan introductions, changes curtailments and settlements

Benefits paid
Actuarial gains and losses
Interest cost

At 31 December 2021

‘Movements in the fair value of plan assets

Fair value of assets at 1 January 2021

Interest i income

Return on plan assets (excludlng amounts included in net interest)
Benefits paid

Other

Admlnlstratlon expenses

At 31 December 2021

.Fair value of plan assets at the reporting year end

Equity instruments

,Debt mstruments

Property

Hedge Funds

Liability Driven Investment (LDI)
Cash and cash equnvalents

" (Continued)
2021 2020
£000's £000's

(1,093,093)  (1,207,908). .
1,096,933 1,089,215

3,840 - (118,691)

2021
£000's

1,207,906
400°
-(39,147)
(91,514)

© 15,448

1,093,093 -

2021
£000's

1,089,215
13,890
35,285

(39,147)
1,046
(3,356),

. 1,096,933

2021 .2020
£000's £000's

246,443 124,186
80,651 . 345374
71,309 61,904
147,182 . 85,136
'348,306 461,420
203,042 11,195

1,096.933  1,089.215
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19

20

21

.Pension schemes - . : - - ' (Continued)

Defned benefit scheme Group Plan :
The Company also operates a separate defined benefit group plan where risks.are shared between entities

under common control. The Group shall obtain information about the plan as a whole measured on the basis:

of assumptions that apply to the plan as a whole. Individual group entities, BorgWamer Technologies Limited
being one, shall in their individual accounts recogmse the cost of the defined benef t plan S0 charged to their
share of the obligation.

At 31 December 2021, the value of obligations owed by BorgWarner Technologies Limited was £4,009k (2020

- £3,900k). The charge for the year is recognised in the profit and loss account.

Contributions to the scheme were £nil in 2021..0f the two members related to BorgWamer Technologies
Limited one member began to receive benefits on 1 January 2021. The second member began to receive
benefi ts on 1 October 2021. The benefit is due in monthly instalments.

Called up share capital

Ordinary share 'capital o Number . Number £000's £000's
Issued and fully paid

Orqinary shares of £1 each . 133,100,000 133,100,000 133,100 . 133,100

Operating lease commitments

Lessee

At the reporting end date the company had outstanding commitments for future minimum Iease paymenls
under non-cancellable operating leases, which fall due as foIIows

£000's £000's
Within one year Co o267 3,192
. Between two and five years ' 100 . 4319
In over five years ' - 10,034° 1,294
10401 8805
Capital commitments
Amounts contracted for but not provided in the financial statemenfez ;
T : : s 2021 2020
£000's £000's
Acquisition of tangible fixed assets » .. 1,735 23,441
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23

24

25

Events after the reporting date

On 6 December 2022 BorgWarner Inc. announced its intention to execute a spin-off of its Fuel Systems and
Aftermarket segments into a separate, publicly traded company (“NewCo"). The BorgWarner Inc. Board "

. believes a strategic spin-off of the Fuel Systems and Aftermarket segments would be the best path forward to

further the transformation of the Group. The intended separation supports optimizing the combustion portfolio
whilst allowing NewCo to pursue growth opportunmes in alternative fuels, such as hydrogen, and in -
Aftéermarket.

The ﬁnancial'effect of the proposed transaction cannot be estimated at this stage. The transaction is expected
to have a'low impact on the ongoing day to day operations at BorgWarner Technologies Limited — the purpose
of the transaction is to split the Group into two focused Companies with two separable strategies — one
focused on legacy fuel systems, another focused on EV & future technologies. .

" Related party transactions

The Company is a wholly owned subsidiary of BorgWarner Inc, whose consolidated financial statements are
publicly available. The Company has taken advantage of the exemption within FRS 102 section 33, not to
disclose transactions with-directly or indirectly wholly owned group companies. During the year there were no
transactions with associates that were not directly or indirectly wholly owned group companies of the Group.

Ultimate controlling party

BorgWarner UK Automotive Operations Limited (breviously Delphi Automotive Operations UK Limited) is the
immediate parent undertaking of the Company, with registered address 1 Park Row, Leeds, LS1 5AB.

BorgWarner Inc. is the ultimate parent undertaking of the Company. BorgWarner Inc. is incorporated in Jersey
and is traded on the New York Stock Exchange. Its registered address is Auburn Hills, Michigan, United
States. .

The parent'of both the smallest and Alargest g‘roUp for which the results of the Company have - been
consolidated Is BorgWarner Inc. The group financial statements of BorgWarner Inc are available from the
Securities and Exchange Commlsswn in the u.s.

Prior period adjustment

Administration expenses totaAIIing £30,439 were classified in error as 'distribution’ in the financial statements
for the year-ended 31 December 2020. These have been re-classfied as 'administrative’ in the current
financial statements. This-adjustment is presentational only and does not give rise to any effect upon earnings
for that year. ' '
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