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LIUGONG MACHINERY (UK} LIMITED

STRATEGIC REPORT
FOR THE PERIOD ENDED 31 DECEMBER 2019

The directors present the strategic report for the period ended 31 December 2018.

Fair review of the business
The principal activity of the Company is the selling of the LiuGong product range and the support needed therein with
servicing and parts.

In May 2019 the company was bought out and became a 100% subsidiary of LiuGong Machinery HongKong Co Limited.

With the UK directors having over 50 years in the business of selling construction plant and machinery, it stood the
company in good stead with their knowledge of the product and the customers.

Principal risks and uncertainties

Liugong Machinery (UK) Lid. as a 100% owned subsidiary can take advantage of being supported by the wider Liugong
corporation. The identification of strategic, operational, compliance and financial risks is a key part of the work of the
directors and senior staff.

There are everyday risks such as changes in key personnel, competitor threats and exchange rate fluctuations.

Liugong Machinery (UK) L1d is principally supplied by Liugong companies and any price increases are agreed [or a year
ahead which allows the UK operation to structure its price book for its customers over the same timescale.

The company’s cash flow is always considered a principal risk to the business and this is closely monitored by the
directors and reported regularly to head office with cash flow forecasts prepared on a weekly basis.

With the cutbreak of COVID19 there has been a temperary reduction of demand for construction machinery across the
UK. This has also affected new machine sales for Liugong Machinery (UK) Ltd. for a brief period. As the Construction
industry continued working threugh the national crisis demand for service and parts continued althaugh at a reduced
level. As the UK returns to work Liugeng has seen significant demand return for new machinery from the end of May
onwards.

The UK government has committed to significantly increase infrastructure spending within the UK and confirmed the HS2
project will go ahead. This offers Liugong the opportunity to take advantage of market conditions te further penetrate the
UK construction business and increase sales as the Liugong brand becomes more established in the UK.

Key performance indicators
The key performance indicators are turncver and profit and these are reflected in the results below:

The turnover for the 13 months was £16,761,535 (2018: £19,899,641).

The loss for the 13 months before tax was £241,008 (2018: Profit £260,824).




LIUGONG MACHINERY (UK} LIMITED

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

Other information and explanations

The current main site in Portsmouth is close to its operating limit and the Chinese head office has agreed to make a
further investment in the business to assist with expansion plans with the purchase of an additional site in the Portsmouth
area. This will allow for more new machines to be prepared for sale. In addition to and to help fully utilise the new site
additional sales staff are to be recruited and will increase the coverage across the UK.

The company has no direct competitors selling LiuGong products as they are the sale UK subsidiary.

On behalf of the board

Mr S Ford
Director
7 January 2021




LIUGONG MACHINERY (UK} LIMITED

DIRECTORS' REPORT
FOR THE PERIOD ENDED 31 DECEMBER 2019

The directors present their annual report and financial statements for the period ended 31 December 2019.

Principal activities
The principal activity of the company continued to be that of the sale, maintenance and repair of plant and equipment.

Directors
The direclors who held office during Lhe period and up lo the dale of signature of the financial stalements were as lollows:

Mr B Prescott
Mr G | McGregor

Mr H C Dale {Appointed 20 May 2019}
G Luo {Appointed 20 May 2019}
K S Skalna-Kadziela {Appointed 5 March 2020)
S Yuan {Appointed 20 May 2019}
D T Kurdas {Appointed 20 May 2019 and resigned 1 November 2019)
Mr S Ford {Appointed 20 May 2019}

Results and dividends
The results for the period are set out on page 8.

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

Auditor
In accordance with the company's articles, a resolution propesing that Azets Audit Services be reappointed as auditor of
the company will be put at a General Meeting.

Statement of directors' responsibilities
The directors are responsible for preparing the annual report and the financial statements in accordance with applicable
law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law). Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company
and of the profit or loss of the company for that period. In preparing these financial statements, the directors are required
to:

select suitable accounting policies and then apply them censistently;
e make judgements and accounting estimates that are reasonable and prudent;
hd prepare the financial statements on the gaing concern hasis unless it is inappropriate to presume that the
company will continue in business.

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




LIUGONG MACHINERY (UK} LIMITED

DIRECTORS' REPORT (CONTINUED}
FOR THE PERIOD ENDED 31 DECEMBER 2019

Statement of disclosure to auditor

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

On behalf of the board

Mr S Ford
Director

7 January 2021




LIUGONG MACHINERY (UK} LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBER OF LIUGONG MACHINERY (UK) LIMITED

Opinion

We have audited the financial statements of Liugong Machinery {UK) Limited (the 'company'} for the period ended 31
December 2012 which comprise the statement of comprehensive income, the balance sheet, the statement of changes in
equity, the statement of cash flows and notes fo the financial statements, including a summary of significant accounting
pelicies. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicable in the UK and Republic
of Irefand (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
. give a true and fair view of the state of the company's affairs as at 31 December 2019 and of its loss for the
period then ended;
. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
. have been prepared in accordance with the requirements of the Companies Act 2008.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs {UK)) and applicable law. Cur
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statemenis section of our report. We are independent of the company in accerdance with the ethical requirements that
are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to you
where:
* the directors’ use of the going concem basis of accgunting in the preparation of the financial statements is not
appropriate; or
®* the cirectors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concarn basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

Other information

The directors are responsible for the other information. The other infermation comprises the information included in the
annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in deing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent
material misstaternents, we are required to determine whether there is a material misstatement in the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our apinion, based on the work undertaken in the course of our audit:
* the information given in the strategic report and the directors’ report for the financial period fer which the financial
statements are prepared is consistent with the financial statements; and
® the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.




LIUGONG MACHINERY (UK} LIMITED

INDEPENDENT AUDITOR'S REPORT {CONTINUED)
TO THE MEMBER OF LIUGONG MACHINERY (UK) LIMITED

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

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you
if, in our opinion:

o adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; cr
. we have not received all the information and explanations we require for our audit.

Responsibilities of directors

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

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

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatemeant, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantes that an audit cenducled in accordance with
I1SAs (UK} will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at: http:./iwww.frc.org.uk/auditorsrespensibilities. This description ferms part of our auditor's report.




LIUGONG MACHINERY (UK} LIMITED

INDEPENDENT AUDITOR'S REPORT {CONTINUED)
TO THE MEMBER OF LIUGONG MACHINERY (UK) LIMITED

Use of our report

This report is made solely to the company's member in accordance with Chapter 3 of Part 16 of the Companies Act 2005.
Qur audit work has been undertaken so that we might state to the company's member those matters we are required to
state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume respensibility to anyone other than the company and the company's member for our audit work, for this report, or
for the opinions we have formed.

James Reilly ACCA (Senior Statutory Auditor)
for and on behalf of Azets Audit Services 7 January 2021

Statutory Auditor Carnac Place
Cams Hall Estate
Fareham
Portsmouth
Hampshire
PO16 8UY




LIUGONG MACHINERY (UK} LIMITED

STATEMENT GF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 31 DECEMBER 2019

Notes
Turnover 4
Cost of sales
Gross profit
Administrative expenses
Other operating income
Operating {loss)/profit 5
Interest payable and similar expenses 8
{Loss)/profit before taxation
Tax on {loss)profit 9

{Loss)/profit for the financial period

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

Period
ended

31 December
2019

£

16,761,535
(14,075,697)

2,685,838

(2,877.478)
4,982

(186,658)
(54,350)

(241,008)
37,057

(203,951)

Year

ended

30 November
2018

£

19,899,641
{17,253,788)

2,645,853

(2,388,008)
16,123

273,968
(13,074)
260,894

(50,800)

210,094




LIUGONG MACHINERY (UK} LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2019

Fixed assets
Tangible assets

Current assets
Stocks

Debtors
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities
Provisions for liabilities

Neot assots

Capital and reserves

Called up share capital

Olher reserves

Profit and loss reserves

Total equity

Notes

"

13
14

15

17

20

2019
£ £
2,051,116
11,177,310
3,850,241
1,336,375
16,363,926

(16,109,962)
253,964
2,305,080

(130,037)

2,175,043

102
1,932,865
242,076

2,175,043

2018

3,891,299
2,073,955
14,818

5,980,072

(5,655,421)

145,328

324,651
469,979
(23,850)

446,129

102

446,027

446,129

The financial statements were approved by the board of directors and authorised for issue on 7 January 2021 and are

signed on its behalf by:

Mr S Ford
Director

Company Registration No. 07063266




LIUGONG MACHINERY (UK} LIMITED

STATEMENT CF CHANGES IN EQUITY
FOR THE PERIOD ENDED 31 DECEMBER 2019

Notes
Balance at 1 December 2017
Period ended 30 November 2018:
Profit and total comprehensive income for the period
Dividends 10

Balance at 30 November 2018

Period ended 31 December 2019:
Loss and total comprehensive income for the period

Capital cantribution

Balance at 31 December 2019

Share capital Other  Profit and Total
reservesloss reserves
£ £ £ £
102 - 245933 246,035
- - 210,094 210,094
- - (10,000) (10,000}
102 - 446,027 446,129
- - (203,951) (203,951)
- 1,932,865 - 1,932,865
102 1,932,865 242,076 2,175,043

-10 -




LIUGONG MACHINERY (UK} LIMITED

STATEMENT OF CASH FLOWS

FOR THE PERIOD ENDED 31 DECEMBER 2019

Notes

Cash flows from operating activities
Cash generated from/(absorbed by) operations

Interest paid
Income taxes paid

Net cash inflow/{outflow) from operating activities

Investing activities
Purchase of tangible fixed assets

Net cash used in investing activities

Financing activities
Capital coniribution
Proceeds of new bank loans
Repayment of bank loans
Dividends paid

Net cash {used in)/generated from financing
activities

Net increase/{decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Relating to:

Cash at bank and in hand

Bank overdrafts included in creditors payable
within one year

2019

4,144 463
(54,350)
(39,286)

4,050,827

(1,982,644)

(1,982,644)

1,932,865

(2,577,848)

(644,983)

1,423,200
(86,825)

1,336,375

1,336,375

2018

(954,751)
(13,074)
(26,292)

(994,817)

(122,289)

(122,289)

7,456,725
{6,385,077)

(10,000}

1,060,748

(56,358)
(30,467)

(86,825)

14,818

(101,643)

11 -




LIUGONG MACHINERY (UK} LIMITED

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

1.1

1.2

1.3

1.4

1.5

Accounting policies

Company information
Liugeng Machinery (UK} Limited is a private company limited by shares incorporated in England and Wales. The
registered office is 3 Bolde Close, Portsmouth, Hampshire, England, PO3 5RD.

Accounting convention
These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” {*FRS 102"} and the requirements of the Companies Act 2006.

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

The financial statements have been prepared under the historical cost convention, modified to include the
revaluation of freehold properties and to include investment properties and certain financial instruments at fair
value. The principal accounting policies adopted are set out below.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the company
has adequate resources to continue in cperational existence for the foreseeable future. Thus the directors continue
to adopt the going concern basis of accounting in preparing the financial statements.

Reporting pericd

The financial statements have been prepared for a period lcnger than one year ta align the period end with the rest
of the group, therefore, the comparative amounts presented in the financial statements {including the related notes)
are not entirely comparable.

Turnover

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

When cash inflows are deferred and represent a financing arrangement, the fair value of the consideration is the
present value of the future receipts. The difference between the fair value of the consideration and the nominal
amount received is recognised as interest income.

Revenue from the sale of gocds is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer (usually on dispatch of the gocds), the amount of revenue can be measured reliably, it is
probable that the economic benefits associated with the transaction will flow to the entity and the costs incurred or
to be incurred in respect of the transaction can be measured reliably.

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

12 -




LIUGONG MACHINERY (UK} LIMITED

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

1.6

1.7

Accounting policies {Continued)

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

Leasehold land and buildings Straight line over 5 years
Leasehold improvements Straight line over 10 years
Plant and equipment Straight line over 12 years
Fixtures and fittings Straight line over 5 years
Computers Straight line over 5 years
Motor vehicles Straight ling over 8 years

Assets in the course of construction are not depraciated.

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

Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where
itis not possible to estimate the recoverable amount of an individual asset, the company estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted fo their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit} is estimated to be less than its carrying amount, the
carrying amount of the asset (or cash-generating unit} is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case
the impairment loss is treated as a revaluation decrease.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased to
apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.

Stocks

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

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

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

-13 -




LIUGONG MACHINERY (UK} LIMITED

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

1.8

1.9

Accounting policies {Continued)

Cash and cash equivalents

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

Financial instruments
The company has elected o apply the provisions of Section 11 ‘Basic Financial Instruments’ and Secticn 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 presentad in the financial statements, when there is
a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or to
realise the asset and settle the liability simultaneously.

Basic financial assets

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

Other financial assets

Other financial assets, 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 impairad where there is objective evidence that, as a result of ene or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been affected. If an
assel is impaired, lhe impairment loss is Lhe difference between lhe carrying amount and he presenl value ol 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 lgss arising from an event accurring after the impairment was recognised,
the impairment is reversed. The reversal is such that the current carrying amount dees not exceed what the
carrying amount would have been, had the impairment not previcusly been recognised. The impairment reversal is
recognised in profit or loss.

Derecognition of financial assets

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

14 -




LIUGONG MACHINERY (UK} LIMITED

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

Accounting policies {Continued)

Classification of financial liabilities

Financial liabilities and equity instruments are classified according 1o the substance of the contractual
arrangements entered into. An equity instrument is any caniract that evidences a residual interest in the assets of
the company after deducting all of its liabilities.

Basic financial liabifities

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 ane 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 mathod.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered into and
are subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised in profit or
loss in finance costs or finance income as appropriate, unless hedge accounting is applied and the hedge is a cash
flow hedge.

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

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

Equity instruments

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

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

Current tax

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

-15 -




LIUGONG MACHINERY (UK} LIMITED

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

112

113

1.14

1.15

Accounting policies {Continued)

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are recognised to
the extent that it is probable that they will be recovered against the reversal of deferred 1ax liahilities or other future
taxable profits. Such assets and liabilities are not recognised if the timing difference arises from goodwill or from
the initial recognition of other assets and liabilities in a transaction that affects neither the tax profit nor the
accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the extent that it
is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.
Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised. Deferred tax is charged or credited in the profit and loss account, except when it relates to items
charged or credited directly to equity, in which case the deferred tax is also dealt with in equity. Deferred tax assets
and liakilities are offset when the company has a legally enforceable right to offset current tax assets and liabilities
and the deferred tax assets and liabilities relate to taxes levied by the same tax authority.

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

The cost of any unused holiday entitlement is recagnised in the period in which the employee's services are
received.

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

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

Leases

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

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 reporting end date. Gains and losses arising on translation
in the period are included in profit or loss.

Change in accounting policy

During the year the company changed it's accounting policy on revenue recognition to bring it in line with the rest of
the group after acquisition. The company has changed to recognising revenue when the machine has been
dispatched rather than when the finance agreement has been signed and invoice raised.

The result of this change is that profit has been reduced in the region of £220,000 in the December 2019 accounts
as the profit element of the deferred income has not been recognised.

Due to the acquisition during the vear and the access to historical records it is considered impracticable to apply the
policy to the prior year accounts and recalculate profits.
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LIUGONG MACHINERY (UK} LIMITED

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

3 Judgements and key sources of estimation uncertainty

In the application of the company's accounting policies, the directors are required to make judgements, estimates
and assumptions about the carrying amcunt of assets and liabilities that are not readily apparent from other
sources. The estimates and asscciated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

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

Critical judgements
The following judgements (apart from those involving estimates) have had the most significant effect on amounts
recognised in the financial statements.

Part-exchanged machines

Used machines which are part-exchanged upon the sale of new machines are written down to their stand-in value
{SIV) before being recognised as stock. The difference between part-exchange value and the SIV is treated as an
additional selling cost of the new machine sold and is recognised in accordance with the revenue recognition policy.
The SIV is based on the directors' experience of the market and is therefare a critical judgement.

Depreciation rates

The depreciation rates for tangible fixed assets have been aligned with the group policy for depreciation. However,
the group policy has been disregarded for the depreciation of freehold and leasehold properties, as the depreciation
rates were substantially different to the expected useful lives of the assets. For the freehold property, there is a rent
payable to the council, so the depreciation rate has been based on the term of this. For the leasehold property, the
depreciation rate has been based on the term of the lease.

Key sources of estimation uncertainty
The estimates and assumptions which have a significant risk of causing a material adjustment to the carrying
amount of assets and liabilities are as follows.

Warranty provision

Where machines are sold with a warranty, a provision for the estimated claim that could arise on that warranty is
calculated. From the experience of the directors based on historical events, this is immaterial to the financial
statements due to the majority of costs being recharged to group. All reclaimable costs incurred up to the period
end were recharged to group in the current pericd.

4 Turnover and other revenue

2019 2018
£ £

Turnover analysed by class of business
Sales of machines 15,322,167 18,552,654
Sales of parls 363,631 295,253
Servicing and repairs 1,063,503 417,135
Hire of machines 5,655 614,707
Commissions receivable 6,579 19,892

16,761,535 19,899,641
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LIUGONG MACHINERY (UK} LIMITED

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

4

Turnover and other revenue

Turnover analysed by geographical market
United Kingdem

Europe

Rest of the world

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

Exchange differences apart from those arising on financial instruments measured
at fair value through profit or loss

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

Depreciation of owned tangible fixed assets

Loss on disposal of tangible fixed assets

Cost of stocks recognised as an expense

Impairment of stocks recognised or reversed

Operating lease charges

Employees

{Continued)

2019 2018

£ £
15,664,558 19,651,632
614,073 248,009
482,904 -
16,761,535 19,899,641
2019 2018

£ £
(322,021) 89,787
8,000 6,500
76,428 48,443
428 -
11,494,356 14,841,972
2,026,675 1,542,115
325,328 193,221

The average monthly number of persons (including directors) employad by the company during the period was:

Directors
Direct staff
Administration staff

Total

2019 2018
Number Number
5 3

21 18

17 14

43 35
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LIUGONG MACHINERY (UK} LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD ENDED 31 DECEMBER 2019

6

Employees

Their agygregate remuneration comprised.

Wages and salaries
Social security costs
Pension costs

Directors' remuneration

Remuneratian for qualifying services
Company pension contributions to defined contribution schemes

Interest payable and similar expenses

Interest on financial liabilities measured at amortised cost:
Interest on bank overdrafts and lcans

Other finance costs:

Other interest

Taxation

Current tax

UK corporation tax on profits for the current pericd
Deferred tax

Crigination and reversal of timing differences

Tax losses carried forward

Total deferred tax

Total tax {credit)/charge

{Continued)

2019 20138

£ £
1,713,585 1,180,412
184,460 121,665
32,535 10,387
1,930,580 1,312,464
2019 2018

£ £
110,509 -
877 -
111,386 -
2019 2018

£ £

1,675 -
52,675 13,074
54,350 13,074
2019 2018

£ £

- 39,286
106,187 11,514
(143,244) -
(37,057) 11,514
(37,057) 50,800

-19-




LIUGONG MACHINERY (UK} LIMITED

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

9 Taxation {Continued)

The actual {credit)/charge for the period can be reconciled to the expected (credit)/charge for the period based on
the profit or loss and the standard rate of tax as follows:

2019 2018

£ £

(Loss)/profit before taxation (241,008) 260,894
Expected tax (credity/charge based on the standard rate of corporation tax in the

UK of 19.00% (2018: 19.00%) (45,792) 49,570

Tax effect of expenses that are not deductible in determining taxable profit 5,880 4,388

Adjustments in respect of prior years - (2,999)

Effect of change in corporation tax rate - {159)

Depreciation on assets not qualifying for tax allowances 2,855 -

Taxation {credit)/charge for the pericd (37,057) 50,800

10 Dividends

2019 2018

£ £

Interim paid - 10,000
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LIUGONG MACHINERY (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD ENDED 31 DECEMBER 2019

11  Tangible fixed assets

Cost

At 1 December 2018
Additions

Disposals

At 31 December 2019
Depreciation and impairment

At 1 December 2018

Depreciation charged in the period
Eliminated in respect of disposals

At 31 December 2018

Carrying amount
At 31 December 2019

At 30 November 2018

Leasehold land Leasehold Assets under Plant and Fixtures and Computers Motor vehicles Total
and buildings improvements  construction equipment fittings
£ £ £ £ £ £ £ £
- 38,195 - 92,231 108,079 - - 238,505
1,268,461 20,692 48,514 324,144 78,933 80,957 160,943 1,882,644
. - - - - (476) - (476)
1,268,461 58,887 48,514 416,375 187,012 80,481 160,943 2,220,673
- 23,767 - 33,662 35,748 - - 93177
5,919 9,109 - 22,7711 20,080 8,706 8,843 76,428
- - - - - (48) - (48)
5,919 32,876 - 56,433 55,828 8,658 6,843 169,557
1,262,542 26,011 48,514 359,942 131,184 71,823 151,100 2,051,116
- 14,428 - 58,569 72,331 - - 145,328
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LIUGONG MACHINERY (UK} LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD ENDED 31 DECEMBER 2019

12

13

14

15

Financial instruments

Carrying amount of financial assets
Deht instruments measured at amortised cost

Carrying amount of financial liabilities
Measured at amortised cost

Stocks

Finished goods and goods for resale

Debtors
Amounts falling due within one year:

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income

Deferred tax asset (note 18)

Creditors: amounts falling due within one year

Bank loans and overdrafts

Trade creditors

Amounts owed 1o group undertakings
Carporation tax

Other taxation and social security
Other creditors

Accruals and deferred income

Notes

16

2019 2018

£ £
2,769,041 2,003,955
15,812,175 5,188,638
2019 2018

£ £
11,177,310 3,891,209
2019 2018

£ £
2,127,114 1,728,424
593,450 -
48,477 277,531
937,956 70,000
3,706,997 2,073,955
143,244 -
3,850,241 2,073,955
2019 2018

£ £

- 2,679,481

415,392 927,782
13,523,333 -
- 39,286

297,787 427,197
6,705 15,941
1,866,745 1,565,424
16,109,962 5,655,421
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LIUGONG MACHINERY (UK} LIMITED

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

16  Loans and overdrafts

2019 2018
£ £
Bank loans - 2,577,848
Bank overdrafts - 101,643
- 2,679,491
Payable within one year - 2,679,491
17  Provisions for liabilities
2019 2018
Notes £ £
Deferred tax liabilities 18 130,037 23,850

18  Deferred taxation

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

Liabilities Liabilities Assets Assets

2019 2018 2019 2013

Balances: £ £ £ £
Accelerated capital allowances 130,037 23,850 - -
Tax losses - - 143,244 -
130,037 23,850 143,244 -

2019

Movements in the period: £
Liability at 1 December 2018 23,850
Credit to profit or loss (37,057)
Asset at 31 December 2019 (13,207)

The deferred tax asset set out above is expected to reverse within 12 months and relates to the utilisation of tax
losses against future expected profits of the sams period. The deferred tax liabkility set cut above is expected to
reverse within 12 months and relates to accelerated capital allowances that are expected to mature within the
same period.
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LIUGONG MACHINERY (UK} LIMITED

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

19  Retirement benefit schemes

2019 2018
Defined contribution schemes £ £
Charge to profit or loss in respect of defined contribution schemes 32,535 10,387

The company operates a defined contribution pension scheme for all qualifying employees. The assets of the
scheme are held separately from those of the company in an indepencently administered fund.

20  Share capital

2019 2018
£ £
Ordinary share capital
Issued and fully paid
100 Crdinary A shares of £1 each 100 100
2 Ordinary B shares of £1 each 2 2
102 102

The company has two class of ghares being Ordinary A shares and Ordinary B shares. Both share classes are
entitled to dividends at the discretion of the directors and are entitled to capital distribution upen winding up of the
company.

21 Reserves

Retained earnings include all current and prior periods profits and losses.

The Cther Reserves consists of the capital investment from the parent company to purchase the building and
certain fixed assets.

22  Operating lease commitments

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

2019 2018

£ £

Within one year 232,259 100,000
Between two and five years 469,407 291,667
In over five years 145,833 200,000
847,499 591,667
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LIUGONG MACHINERY (UK} LIMITED

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

23

Related party transactions

Remuneration of key management personnel
The remuneratian of key management personnel is as follows.

2019 2018

£ £

Aggregate compensation 133,524 -

Transactions with related parties
During the period the company entered into the following transactions with related parties:
Sales Purchases

2019 2018 2019 2018

£ £ £ £

Other related parties 45,000 - 978,897 2,185,429

Credit notes

2019 2018
£ £
Other related parties - 1,909,067

The above transactions and below amounts owed to and from other related parties relate to European Plant and
Machinery Sales, in which the some of the Direclors had a controlling interest up until 20 May 2019 when trading in
European Plant and Machinery Sales ceased. All transactions were carried cut under normal cammercial terms.

The following amounts were outstanding at the reporting end date:

2019 2018
Amounts due to related parties £ £
Key management personnel - 15,941
Other related parties 8,993 26,312

Amounts owed to key management personnel relate to Directors’ loan account balances. The balances did not go
overdrawn, were interest-free and were repaid to the Directors during the year.

2019 2018
Amounts due from related parties £ £
Other related parties - 868,207
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LIUGONG MACHINERY (UK} LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE PERIOD ENDED 31 DECEMBER 2019

24  Directors' transactions

Dividends totalling £& (2018 - £10,000) were paid in the period in respect of shares held by the company's directors.

25  Ultimate controlling party

The company's parent company is Liugong Machinery HongKong Co., Ltd. who's registered office is 23/F, Sing Ho

Finance Building, 168 Gloucester Road, Wan Chai Hong Kong.

The company's ultimate parent company is Guangxi Liugong Machinary Co., Ltd. A company registered in China
Who's registered office is No.1 Liutai Road, Liuzhou, Guangxi, 545007, China. Group accounts can be obtained

from 1his address upon request.

The ultimate controlling party is Huang Haibo, President of Guangxi Liugong Machinary Co., Ltd.

26  Cash generated from/(absorbed by) operations

(Loss)/profit for the period after tax

Adjustments for:

Taxation {credited)/charged

Finance costs

Loss on disposal of tangible fixed assets
Depreciation and impairment of tangible fixed assets

Movements in working capital:
Increase in stacks

Increase in debtors
Increase/{decrease) in creditors

Cash generated from/(absorbed by) operations

2019 2018
£ £
(203,951) 710,094
(37,057) 50,800
54,350 13,074
428 -
76,428 48,443
(7,286,011) (315,645)
(1,633,042) (808,608)
13,173,318 (152,909)
4,144,463 (954,751)
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