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LiuGong Machinery (UK) Limited (Registered numbey: 07068266)

Strategic Report
for the year ended 31 December 2020

The directors present the sirategic report for the year ended 31 December 2020.

REVIEW OF BUSINESS
The principal activity of the Company is the selling of the LiuGong product range and the support needed therein with servicing and parts.

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

PRINCIPAL RISKS AND UNCERTAINTIES
LiuGong Machinery (UK) Ltd. as a 100% owned subsidiary can take advantage of being supported by the wider LiuGong corporation. The

identification of stratcgic, operational, compliance and financiat risks is a key pait of the work of the directors and senior stafT,

There are everyday risks such as changes in key personnel, competitor threats, exchange rate fluctuations and the cumvent uncerainty regarding
further Covid lockdowns. The latter ultimately leads to a reduction in demand for new construction equipment and repairs (parts) of existing flect.

LiuGong Machinery (UK) Ltd is principatly supplied by LiuGong companies and any price increases are agreed for a ycar 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  regulaly
to head office with cash flow forecasts prepared on a weekly basis.

With the outbreak of Covid-19 in March 2020, there was a reduction of demand for construction machinery across the UK. Qver the year this was
around 45% which also affected new machine sales for Liugong Machinery (UK) Ltd. End users also cut back on repairs (o their existing fleet

which resulted in a reduction of spare parts sales. With the vaccine scheme rolling out across the UK, the construction market has recovered very
quickly with demand in 2021 back to 2019 levels. Liugong Machinery (UK) Ltd started 2021 with a good order book which has  strengthened

throughout the year..

The UK government has commitied 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 condilions to further pencirate 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 tumover and profit and these are reflected in the results below:

The tumover for the 12 months was £17,958,535 (2019: £16,761,535).

The loss for the 12 months before tax was £2,413,359 (2019: Loss £241,008).

OTHER INFORMATION AND EXPLANATIONS

The current main site in Portsmouth was close 10 its operating limit and the management have made changes to increasc capacity taking on extra
space at the Uxbridge site and redeploying the used machine refurbishment to that location. This fiees up the main sitc at Portsmouth to focus on
new machine preparation and provides a short term capacity boost in readiness of increased new machine sales in 202).

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

ON BEHALF OF THE BOARD:

S 1 Ford - Director -

19 January 2022
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LiuGong Machinery (UK) Limited (Registered number: 07068266)

Report of the Directors
for the year ended 31 December 2020

The directors present their report with the financial statements of the company for the year ended 3t December 2020, The comparative
information is for the 13 mouth pericd from 1 December 2018 o 31 December 2019,

DIVIDENDS
No dividends will be distributed for the year ended 31 December 2020

DIRECTORS
The directors shown below have held office during the whole of the period from 1 Jaminy 2020 1o the date of this repon.

B 1. Prescott
S J Ford

G | McGregor
H C Date

L Guobing

S Yuan

Other changes in directors holding office are as follows:
K § Skalna-Kadziela - appointed 5 March 2020

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The dircctors are responsible for preparing the Strategic Report, the Repont of the Directors and the financial statements in accordance  with
applicable law and regulations.

Company law requires the directors to prepare financial statements for cach financial year. Under that law the dircciors have clected o prepare
the financial statements in accordance with United Kingdom Generally Accepled Accounting Practice (United Kingdom Accounting  Standards
and applicable taw). Under company law the directors must not approve the financial stalcments 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, (he
dircctors ave required to:

- select suitable accounting policies and then apply them consistently;

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

- prepare the financial statements on the going concern basis unless it is inappropriate (o presume that the company will continue in business.

The direclors are responsible for kecping adequate accounting records ihat are sufficient to show and explain {he company's transactions and
disclosc with reasonable accuracy at any time the financial position ol the company and enable them to cosure 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 detection of fraud and other irregularities.

STATEMENT AS TO DISCLLOSURE OF INFORMATION TO AUDI'TORS

So far as the directors are aware, there is no relevant audit information (as defined by Section 418 of the Companics Act 2006) of which 1he
company's auditors are unaware, and each director has taken all the steps that he ought to have taken as a director in order to make himself aware
of any rclevant audit information and to establish that the company's auditors are aware of that information.

AUDITORS :
The auditors, Bennett Brooks & Co Limited, will be proposed for re-appointment af the forthcoming Annual General Meeting,.

ON BEHALF OF THE BOARD:

S J Ford - Director

19 January 2022

Page 3



Report of the Independent Auditors to the Members of
LinGong Machinery (UK) Limited

Opinion
We have audited the financial statements of LiuGong Machinery (UK) Limited (the ‘company’} for the year ended 31 December 2020 which

comprise the Income Statement, Other Comprehensive tncame, Balance Sheet, Statement of Changes in Equity, Cash Flow Statement and  Notes
to the Cash Flow Statement, Notes to the Financial Statements, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards, including Financial Reporting
Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland' (United Kingdom Generally Accepted  Accounting

Practice).

In our opinion the financial statements:
- give a truc and fair view of the state of the company's alfairs as at 31 December 2020 and of its loss for the year then ended;

- have been properly prepared in accordance with United Kingdom Generalty Accepied Accoumting Practice; and
- have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with Internationat Standards on Auditing (LK) {1SAs (LIK)) and applicable L. Ouwr responsibilities  under

those standards are further described v the Auditors' responsibifitics for the audit of the financial statements section of our reporl. We  are
independent of the company in accordance with the cthical 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 cthical responsibiitics in accordance with (hese requirements. We belicve
that (he audit evidence we have obtained is sufficient and appropriate (o provide  basis for our opinion.

Conclusions relating to going concern
In auditing the financial statemenis, we have concluded that the directors' use of the going concern basis of accounting in the preparation of  the

financial statements is appropriate.

Based on the work we have performed, we have not identificd any material uncertaintics relating 10 cvents or conditions that, individually or
collectively, may cast significant doubt on the company's ability (o continue as a going concern for a peviod of at least twelve months from  when
the financial statements are authorised for issuc. ’

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this report,

Other information
The dircctors are responsible for the other information. The other information comprises the infarmation in the Stratcgic Report and the Report of

the Directors, but does not include the financial statements and our Report of the Auditors thereon,

Our opinion on the financial statements docs not cover the other information and, except to the extent othenwise explicitly stated in our report, we
do not express any form of assurance conclusion thercon.

In connection with our audit of the financial statements, our responsibility is 1o read the other information and, in doing so, consider whether the
other information is materialty inconsistent with the financial statements or owr knowledge obtained in the audit or otherwisc appears to be
materially misstated. If we identify such material inconsistencics or apparent material misstatements, we are required to determine whether this
gives rise to a malerial misstatement in the financial statements themselves. 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 te report in this regard.

Opinions on other matters prescribed by the Companics Act 2006

In our opinion, based on the work undertaken in the course of the audit:

- the information given in the Strategic Report and the Report of the Directors for the financial year for which the financial statements are
prepared is consistent with the financial statements; and

- the Sirategic Report and the Report of the Directors have been preparcd in accordance with applicable legal requirements.

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

material misstatements in the Strategic Report or the Report of the Directors.

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

- adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not visited by us; or
- the financial statements are not in agreement with the accounting records and retums; or

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

- we have not received all the information and explanations we require for our audit.
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Repaort of the Independent Auditors to the Members of
LinGong Machinery (UK) Limited

Responsibilities of directors

As explained more fully in the Statement of Dircctors’ Responsibilities set out on page three, the divectors are responsible. for the preparation ol
the financial statements and for being satisficd (hat they give a true and Fair view, wand for such intemal control as the dircctors  determine
necessary (o enable the preparation of financial statements that ave free from material misstatement, whether due to lraud or ervor.

In preparing the financial statements, the directors are responsible for assessing the company's ability (o continue s a going concern,  disclosing,
as applicable, matiers related to going concern and using the going concern basis of accounting unfess the directors cither intend to lquidate  the
company or to cease operations, or have no realistic alternative but to do so.

Auditors' respensibilitics forr 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 (o issue a Report of (he Auditors that includes our opinion.  Reasonable assurance is @ high fevel of assurance, but is not
a guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a material misstatement when it exists. Misstatements  can
arise from fraud or epror and arc considered material if, individually or in the aggregate, they could reasonably be expected 10 influence  the
economic decisions of users taken on the basis of these financial statements.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws and regutations
related 1o UK tax legislation and regulations which govern the preparation of financial statements, and we considered the extent to which
non-conpliance 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 the Companies Acl 20060, We cvaluated management’s incentives and opportunitics for  fraudulent
manipulation of the financial statements {including the risk ol override of controls), and determined that the principal risks were related to posting
inappropriate journal entrics 10 increase revenue, through management bias in manipulation of accounting cstimates or accounting for significant
{ransactions outside the normal course of business. Audil procedures performed included:

- Enquiry of management around actual and potential Hitigation and claims and instances of non-compliance with lmwvs and regulations;

- Auditing the risk of management override of controfs, through testing journal emrics and other adjusiments for appropriateness,  testing
accounting estimates (because of the risk of management bias), and cvaluating the business rationale of significant transactions outside the normal
course of business;

- Reviewing financial statement disclosures and agrecing to supporting documentation to assess compliance with applicable laws and regulations;
and

- Review of board meeting minutes.

Therc arc 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 1o 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 emor, as fraud may involve deliberate  concealment
by, for example, forgery or intentional misrepresentations, or through collusion.

A Runther description of our responsibilities for the audit of the financial stalements is located on the Financial Reporting Council's website at
www.frc.org.uk/auditorsresponsibilities. This description forms part of our Report of the Auditors,

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006. Qur audit
work has been undertaken so that we might state to the company's members (hose matiers we are requived to state to them in a Report of the
Auditors and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company's members as a body, for our audit work, for this report, or for the opinions we have formed.

Jason Leach (Senior Statutory Auditor)

for and on behalf of Bennet! Brooks & Co Limited
Chartered Accountants

& Statutory Auditors

St George's Court

* Winnington Avenue

Northwich )

Cheshire

CWS8 4EE

19 January 2022
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LiuGeng Machinery (UK) Limited (Registered number: 07068260)

TURNOVER
Cost of sales
GROSS PROFIT

Adnministrative expenses

Other operating income
OPERATING LOSS

Interest receivable ang similar income

Interest payable and similar expenses
LOSS BEFORE TAXATION
Tax on loss

LOSS FOR THE FINANCIAL YEAR

Income Statement

for (he year ended 31 December 2020

Year Ended
301220

Notes L

4 17,958,535
10,181,062
' 717:4;;
4,263,331

(2485,858)
90,120

6 (2,395,738)
2,754

(2.392,984)

7 20,375
(2,413,359)

8 (356,358)

(2,057,001)

The notes form part of these financial statements
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Period
112,18
{o
3121y

£
16,761,535
14,075,697
2,085,838
2877478

(191,640)

(191,640)
4982
(186,658)
54,350
(241,008)
(37,057)

(203.951)



LinGong Machinery (UK) Limited (Registered number: 07068266)

Other Comprehensive Income
for the year ended 31 December 2020

Period

1.12.18
Year tnded 1©
3E12:20 31219
 Noltes £ L
LOSS FOR THE YEAR (2,057,001) {203,951)
OTHER COMPREHENSIVE INCOME - -
TOTAL COMPREHENSIVE INCOME FOR THE
YEAR (2,057,001) (203,951)

The notes form part of these financial statements
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LinGong Machinery (UK) Limited (Registered mmnber: 07068266)

Notes
FIXED ASSETS
Tangible assets 9
CURRENT ASSETS
Stocks 10
Debtors 1
Cash at bank
CREDITORS
Amounts falling due within one year 12

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES
PROVISIONS FOR LIABILITIES

NET ASSETS

CAPITAL AND RESERVES

Called up share capital

Shate premium

Other reserves

Retained camings

SHAREHOLDERS' FUNDS

16

Balance Sheet
31 December 2020

2020
L L

2,658,149
12,323,570
3,343,280
54,342
15,721,198
14,021,493

1,699,705

4,357,854

239.812

4,118,042

597
5,932,370

(1.814,925)

4,118,042

2019

11,177,310
3.850,241
1,336,375

16,363,926

16,109,962

L

2,051,116

253,964
2,305,080
130,037

2,175,043

102

1,932,865
242,076

2,175,043

The financial statements were approved by the Board of Directors and authorised for issuc on 19 January 2022 and were signed on its behalf by:

The notes form part of these financial statements
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LiuGong Machinery (UK) Limited (Registered number: 07068266)

Statement of Changes in Fquity
for the year ended 31 December 2020

Called up

share Retained Share Other Total
capital camings premium TCSCIVes equity
L L £ L L
Balance at I December 2018 102 446,027 . - 440,129
Changes in cquity
Deficit for the period - (203,951) - - (203,951)
Total comprehensive income - (203,951) - (203,951)

Sharce issuc -

capitalisation of loan - . - - 1,932,865 1,932,865
Balance at 31 December 2019 102 242,076 - 1,932,865 2,175,043
Changos in equity

Deficit for the year - (2,057,001) = - (2,057,001)
Total comprehensive income - (2,057,001) - - (2,057,601)
Increasc in share capital 495 - - - 495
Share issuc -

capitalisation of loan - - 3,999,505 - 3,999,505
Transfer between reserves - - 1,932,865 (1,932,805) -
Balance at 31 December 2020 597 (1.814,925) 5,932,370 - 4,118,042

The notes form part of these financial statements
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LiuGong Machinery (UK) Limited (Registered number: 07068266)

Cash Flow Statement
for the year ended 31 December 2020

Period
112,18
Year Ended to
3L12.20 312109
) Notes L £
Cash flows from operating activities
Cash generated from operations ] (2.933,840) 4,139481
Interest paid (20,375) (54.350)
Tax paid - (39,2806)
Net cash from operating activities (2,954.215) 4,045,845
Cash flows from investing activities
Purchasc of tangible fixed assets (944,731) (1,982,044)
Sale of 1angible fixed assets 39852 -
Interest received 2,754 4,082
Net cash from investing activities (902,125) (1,977,662)
Cash flows from financing activitics
Loan repayments in year - (2,577,848}
Share premium - 1,932,805
Net cash from financing activities - (644,983 )
(Deerease)/increase in cash and cash equivalents (3,856,340) 1,423,200
Cash and cash cquivalents at beginning of ycar 2 1,336,375 (80,825)
Cash and cash cquivalents at end of year 2 (2,519,965) 1,336,375

The notes form pant of these financial statements
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LiuGong Machinery (UK) Limited (Registered number: 07068266)

Notes to the Cash Flow Stalement
for the year ended 31 December 2020

RECONCILIATION OF LOSS BEFORE TAXATION TO CASH GENERATED FROM OPERATIONS

Period
112,18
Year Linded fo
31.12.20 L1219
£ £
Loss before taxation (2413,359) (241,008)
Depreciation charges 301,325 76,428
(Profit)/loss on disposal of fixed assets (3.479) 428
Finance costs 20375 54,350
Finance income (2,754) (4,982)
(2,097,892) (114,784)
Increase in stocks (1,146,2606) (7.286,011)
Decrease/(increase) in trade and other debtors 973,004 (1,633,042)
(Decrease)/increase in trade and other creditors {662,770) 13,173,318
Cash gencrated from operations ' (2933,840) 4,139,481

CASH AND CASH EQUIVALENTS

The amounts disclosed on the Cash Flow Statement in respect of cash and cash cquivalents are in respect of these Balance  Sheet
amounts:

Year ended 31 December 2020

31.12.20 1.1.20
£ L
Cash and cash cquivalents 54,342 1,336,375
Bank overdrafts (2,574,307) -
(2,519,965) 1,336,375
Period ended 31 December 2019
312,19 112,18
£ L
Cash and cash cquivalents ) 1,336,375 14818
Bank overdrafts - (101,643)
1,336,375 (86,825)
ANALYSIS OF CHANGLES IN NET FUNDS/(DEBT)
AL 1.1.20 Cash flow At131.12.20
£ £ £
Net cash
Cash at bank 1,336,375 (1,282,033) 54,342
Bank overdrafls - (2,574,307) (2,574,307)
1,336,375 (3,856,340) (2,519,965)
Total 1,336,375 (3,856,340) (2,519,965}

The notes form part of these financial statements
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LivGong Machinery (UK) Limited (Registered number: 07068266)

Notes to the Cash Flow Sttement
for the year ended 31 December 2020

MAJOR NON-CASH TRANSACTIONS

The share issue during the year (note 16), was satisfied by the capitalisation of an intercompany loan of £4,000,000 and is a non-cash
transaction.

The notes form part of these financial statements
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LiuGong Machinery (UK) Limited (Registered number: $7068260)

Notes to the Financin] Statements
for the year ended 31 December 2020

STATUTORY INFORMATION

LiuGong Machinery (UK) Limited is a private company, limited by shares, registered in England and Wales. The company's  registered
number and registered office address can be found on the Company Information page. -

The presentation currency of the financial statements is the Pound Sterling (£).
ACCOUNTING POLICIES

Basis of preparing the financial statements

These financial statlements have been prepared in accordance with FFinancial Reporting Standard 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” and the Companics Act 2006, The financial statements have been prepared under the
historical cost convention.

Going Concern

At the time of approving the financial statements, the dircctors have a reasonable expectiation that the company has adequate  resources,
through reliance on the company bank and support of the group companics, to continuc in opcrational existence for the foresceable
future. Thus the directors continue to adopt the going concemn basis of accounting in preparing the financial statements.

Reporting period
The financial statements have been prepared for a period of 12 months. The comparative information presenied for 2019 covers a period
of |13 months, the extension was to align the period end with the rest of the group. Therefore, the amounts arce not entirely comparable.

Turnover .
Turmover is recognised at the fair value of the consideration reeeived or receivable for goods and services provided in the normal course
of business, and is shown net of VAT. The fair value of consideration takes imto account trade discounts, sclttement discounts and

volume rebates.

When cash inflows are deferred and represent a financing armangement, 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 recogmised as  interest
income.

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), the amount of revenue can be measured reliably, it is probable that the cconomic 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.

Revenue from the hiring out of machines is recognised when a performance obligation of the contract is satisfied. Performance
obligations are contracted (o be the availability of the machine for specific period of time, typically per calendar month.

Revenue for the service and repairs of machines is recognised when the contract is complete, meets the quality standards regulating the
profession have been met and the significant risk and rewards associated have been duly transferred to the customer.

Page 13 continued...



LinGong Machinery (UK) Limited (Registered number: 07068266}

Notes to the Financial Statements ~ continued
for the year ended 31 December 2020

ACCOUNTING POLICIES - continucd

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

impainnent tosses. Cost includes the original purchase price of the asset and the cost attributable 1o bringing the asset to its working
condition for its intended use.

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

L.easehold fand and buildings Stiaight line over § years
Leasehold improvements Straight Hnc over 1) years
Plant and machinery Straight linc over 12 yewrs
Plant and machinery -~ Equipment for hirc Straight line over § years
Fixtures and fittings Steaight line over § years
Computers Straight line over 5 years
Motor vehicles Straight line over 8 years

Assets in the course of construction are not depreciated.

The gain or loss arising on the disposal of an asset is determined as the difTerence belween the sale proceeds and the carrying value of
the assel, and is credited or charged 1o profit or loss.

Stocks :
Stocks are stated at the lower of cost and estimated selling price fess costs 1o complete and setl. Cost comprises direct waterials  and,

where applicable, direct labour costs and those overheads thaf have been incurred in bringing the stocks to their present location and
condition.

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

Used machines which are part-exchanged upon the sale of new machines are written down 1o their stock-in value (SIV) before being
rccognised as stock. The difference between part-exchange value and the STV is treated as an additional selling cost of the new ntachine
sold and is recognised in accordance with the revenue recognition policy. The SIV is based on the dircctors' experience of the market

and is therefore a critical judgement.

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

recognised in profit or loss.

Forcign 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 currencices arc retranslated at the rates prevailing
on the reporting end date. Gains and losses arising on translation in the period arc included in profit or loss.

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

benefits from the lease s asset are consumed.

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

Page 14 continued...



LivGong Machinery (UK) Limited (Registered number: 07068200)

Notes to the Finaneial Statements - continued
for the year ended 31 December 2020

ACCOUNTING POLICIES - continued

mpairment of fixed assets

Al each reporting period end date, the company reviews the carrying amounts of its tangible assets (o determine whether there s any
indication that those assets have suffcred an impainment loss. 11 any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss (1 any). Where it is not possible to estimate the recoverable amount of
an individual asset, the company estimates the recoverable amount of the cash-generating unit 10 which the asset belongs.

Recoverable amount is the higher of fair value less costs to selt and value in use. I assessing value in use, the estimated futwe  cash
flows are discounted to their present value using a pre-tax discount vate that reflects current markel assessments of the time value of
money and the risks specific to the assct for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-gencrating unit) is estimated 1o be less than its carrying amount, the canying amount of
the asset {or cash-generating unit} is reduced (0 its recoverable amount. An impairment loss is recognised immediately in profit or Joss,
untess the relevant assel is carried at a revalued amount, in which case the impairment loss is treated as a revaluation deerease.

Recognised impainment losses are reversed if, and only if, the reasons for the impairment loss have ceased to apply. Whee an
impairment loss subsequently reverses, the carrying amount of the assct (or cash-generating unit) is increased 10 the revised cstimate of
its recoverable amoun, but so that the increased carrying amount docs not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset (ov cash-gencrating unit) in prior years. A reversal of an impairment loss s
recognised immediatcly in profit or loss, unless the relevant asset is carried a a revalued amount, in which case the reversal of the
impaiment Joss is treated as a revaluation increasc.

Page i5 continued...



LiuGong Machinery (UK) Limited (Registered number: 07068266)

Notes to the Financial Statements - continued
for the year ended 31 December 2020

ACCOUNTING POLICIES - continued

Cash and cash equivalents

Cash and cash equivalents are basic financial asscts and include cash in hand, deposits held at call with banks, other short-term liquid
investments with original maturities of three months or fess, and bank overdrafls. Bank overdralts are shown within borowings in
cuirent liabilities.

Financial Instruments
The company has clecied to apply the provisions of Scction 11 “Basic Financial Instrumoents™ and Scction 12 *Other  Financial

instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company’s batance 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  enforccable
right to set off the rccognised amounts and there is an intention 10 scitfe on a net basis or 1o realise the asset and scltle the  liability
simultancously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measurcd at transaction price including  transaction
costs and are subsequently carried at amortised cost using the effective interest method unless the arangement constitutes a financing
transaction, where the transaction is measured al the present value of the future receipts discounted at a market rate ol interest.  Financial
asseis classified as receivable within one year are noi amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or joint ventures, ave initially
measured at fair value, which is normally the transaction price. Such assets are subsequently carried at (air value and the changes in fair
value are recognised in profit or foss, except that investmen(s in cquily 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 reporling

end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that occuned after the initial
recognition of the financial asset, the estimated future cash flows have been affected. If an asset is impaired, the impaimment {oss is the
difference between the canying amount and the present value of the estimated cash flows discounted at the asset’s oviginal  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 occuring afler (he impainnent was recognised, the impainment is
reversed. The reversal is such that the current carrying amoumt does not exceed what the canying amount would have been, had (he
impairment not previously been recognised. The impairment reversatl 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 setiled, 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 contro! of the asset has transferred to another party that is able to sell the asset in its
entirety to an unrelated third party.

Classification of financial liabilitics
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 afler deducting all of its liabitities.

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 arrangemeni 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.
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LiuGong Machinery (UK) Limited (Registered sumber: 67068266)

Nofcs to the Financial Statements - continucd
for the year ended 31 December 2020

ACCOUNTING POLICIES - continucd

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of business from  suppliers.
Amounts payable arc classified as cwrrent liabilities if payment is duc within onc year or Jess. 1 not, they are presented as non-current
liabilities. Trade creditors are recognised initially al transaction price and subsequently measured at amorlised cost using the  effective

interest method.

Other financial liabilitics

Derivatives, including interest ratc swaps and forward forcign exchange contracts, are not basic financial instruments. Derivatives  are
initially recognised at fair value on the date a derivative contract is cotered into and are subsequently re-measured at their fair value.
Changes in the fair value of derivatives arc recognised in profit or loss in finance costs or finance income as appropriate, unless hedge
accounting is applied and the hedge is a cash Nlow 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 lo climinate or reduce an accounting
mismatch or if the instruments are measured and thcir performiance cvaluated on a fair value basis in accordance with a documented risk
management or investment strategy.

Derccognition of financial liabititics
Financial liabilities are devecognised 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 equily
instruments are recognised as liabilities once they are no longer at the discretion of the company.

‘Taxation
The tax expense represents the sum of (he 1ax currenily payable and deferred tax.

Current tax

The tax currently payable is based on taxable profii for the year. Taxable profit differs from net profit as reported in the profit ang toss
account because it excludes items of income or expense that are taxable or deduciible in other years and #t further excludes items that are
never taxable or deductible. The company’s Hability for current tax is calculated using tax rates that have been enacted or substantively

enacted by the reporting end date.

Deferred tax

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

The carrying amount of deferred tax assets is reviewced at cach reponing end date and reduced 1o the extent that it is no longer probable
that sufficient taxable profits will be available 10 allow all or part of the asset 10 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 (ax is also dealt
with in equity. Deferred tax assets and liabilitics are offset when the company has a legally enforceable right 10 offset current tax assels
and liabilities and the deferred tax asscts and liabilities relate 10 taxes levied by the same tax authority.

Employec Benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs are required 1o be recognised
as part of the cost of stock or fixed assets.

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

Tennination benefits are recognised immediately as an cxpense when the company is demonstrably committed to temminate the
employment of an employee or to provide tenmination benefits.
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LinGong Machinery (UK) Limited (Registered number: 07068206)

Notes to the Financial Statements - continued
for the year ended 31 December 2020

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

lun the application of the company's accounting policies, the directors are required (0 make judgements, estimates and assumptions  about
the canrying amount of assefs and liabilitics that we not readily apparent {rom other sources. The estimates and associated  assumptions
are based on historical experience and other factors that are considered 1o be releviml. Actual results may difier from these estimales.

The estimates and underlying assumptions arc reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised where the revision affects onty that period. or in the period of the revision and fulure  periods
where the revision affects both curvent and future periods.

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

financial statements.

Depreciation rates

The depreciation rates for tangible fixed asscts have been aligned with the group policy for depreciation. However, the group policy has
been disregarded for the depreciation of frechold and lcaschold propertics, as the depreciation rates were substantially different to the
expected useful lives of the assets. For the frechold property, there is @ rent payable to the council, so the depreciation rate has  been
based on the term of this. For the leaschold property, the depreciation rate has been based on the term of the leasc.

Key sources of estimation uncertainfy
The estimates and assumptions which have a significam risk of causing a material adjustment to the canying amount of asscts and

habilities arc as follows.

Warranty provision

Where machines are sold with a warranty, a provision for the cstimated claim that could anse on that warranty is calculaied.  All
reclaimable costs incurred up to the period end were recharged to group in the current period. The estimation is bascd upon  availabic
future claims information and experience, the level of costs reclaimed from group companies and as it is an cstimate, the assumptions
used may prove over time to be inaccurate. The total warranty provision at 31 December 2020 was £60,000.

Stock in valuc

Used machines which are part-exchanged upon the sale of new machines ave writlen down to their stock in value (SIV) before  being
recognised as stock. The difference between part-exchange valuc 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 requires the use of judgement and is based on the
directors’ experience of the market,

Net Reatisable Value of stock

The net realisable vatues (NRV) of uscd machines are assessed by the disectors and based on the directors' experience of the market.
Any write down in value is charged to the Income Statement. The valuations require the use of judgement and arc based upon the
directors' knowledge of market conditions are the time.

TURNOVER

The turnover and loss before taxation are attributable to the one principal activity of the company.

An analysis of turnover by class of business is given below:

Period
1.12.18
Year Ended to
31.12.20 31.12.19
£ £

Sales of machines . 16,428,252 15,322,167
Sales of part ’ 604,755 363,631
Servicing and repairs 801,305 1,063,503
Hire of mnachines 97,944 5,655
Commissions receivable . - 6,579
Carriage 26,279 -
17,958,535 16,761,535
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LiuGong Machinery (UK) Limited (Registered nwmber: 07068266)

Notes o the Financial Stuements - continued
for the year ended 31 December 2020

TURNQOVER - continued

An analysis of turnover by geographical market is given below:

United Kingdom
Europe
Rest of the World

EMPLOYEES AND DIRECTORS

Wages and salarics.
Social security costs
Other pension costs

The average number of cmployees during the year was as follows:

Divectors
Direct staff
Administration staff

Directors’ remuneration

The number of directors to whomn retirement benefits were accruing was as follows:

Money purchase schemes

Page 19

Period
112,18
Year Ended to
31.12.20 311219
L £
16,204,883 15,664,558
857,605 614,073
896,047 482 904
17,958,835 16,761,535
Period
1.12.18
Year Ended to
311.12.20 31,1219
L £
2010421 1,713,585
210415 184,400)
70,554 32,538
2,311,390 1,930,580
Period
1.12.18
Year nded 10
311220 312,19
k N
29 21
19 17
40 43
Period
1.12.18
Year Ended to
31.12.20 31219
£ £
208,000 110,509
2 i
continued...
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LiuGong Machinery (UX) Limited (Registered nnmber: 07068266)

Notes to the Financial Statements - codtinued
for the year ended 31 December 2020

EMPLOYEES AND DIRECTORS - continucd

Information regarding the highest paid director for the year ended 31 December 2020 s as follows:

Emoluments etc

OPERATING LOSS

The operating loss is stated afler charging/(crediting):

Hire of plant & machinery

Depreciation - owned assets

(Profit)/loss on disposal of fixed asscts
Audit fecs

Auditors’ remuneration for non audit work
Forcign exchange differences

Cost of stocks rccognised as an expense
Impairment of stocks

Operating lease charges

INTEREST PAYABLE AND SIMILAR EXPENSES

Bank interest on loans and
overdra(ls

Interest payable

VAT surcharges
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Year Ended
31220
L
71,000

Period
1.12.18
Year Ended to
31.12.20 31.12.19
£ £
14,939 10,793
301,325 76,428
(3.479) 428
13,047 8,000
8,405 33,300
284,510 (322,021)
12,101,785 11,494 356
3,126,200 2,026,675
533,720 325,328
Period
1.12.18
Year Ended 0
31.12.20 311219
£ c
20,375 1,675
- 32,240
- 20435
20,375 54,350
continued...



LiuGong Machinery (UK) Limited (Registered number: 07068266)

Notes to the Financial Statements - continued
for the year ended 31 December 2020

TAXATION

Analysis of the tax credit
The tax credit on the loss for the year was as follows:

Period
11218
Year tnded to
31.12.20 L9
£ £
Deferved tax:
Deferred tax (395,644) (37,057)
Prior year deferred tax 39,286 -
Total deferred tax {356,358) (37,057)
Tax on loss (356,358) (37,057)
UK corporation tax has been charged at 19%.
Reconciliation of total tax credit included in profit and loss
The tax assessed for the year is higher than the standard rate of corporation 1ax in the UK. The difference is explained below:
Period
11208
Year Ended (o
312,20 31219
£ £
l.oss before 1ax (2,413,359) (241,(08)
Loss multiplied by the standard rate of corporation tax in the UK of 19% (2019 - 19%) (458,538) (45,792)
Effects of:
Cxpenses not deductible for tax purposes 5,170 5,880
Depreciation in excess of capital allowances - 2,855
Unrecognised deferred tax assct 57,724 -
Prior year deferved tax 39,286 -
Total tax credit (356,358) (37,057

FACTORS THAT MAY EFFECT FUTURE CHARGES

In the Spring Budget 2020, the Government announced that the previously enacted decrease in the corporaie tax rate from 19% to 17%
from 1 April 2020 would no Jonger happen and that rates would remain at 19% for the foresceable future. The new law was
substantively enacted by a resolution under the Provisional Collection of Taxes Act 1968 on 17 March 2020.As the new law was
substantively enacted pre year end, the impact of the change to 19% has been reflected in the financial statements for the year ended 31

December 2020 and the deferred tax balances disclosed at 19%.

The company has losses available to carry forward of £3,451,220 (2019: £753,918) which will be utilised against future profits. A net
asset of £356,358 has been made for deferred tax in these financial statements, tax effccted at 19% (2019:17%).

In the Spring Budget 2021, the Government announced an increase in the corporation tax rate from 19% to 25% from | April 2023. As
the new law had not been subsiantively enacted by the balance sheet date, its impact has not been reflected in the financial statements.
The impact of the increase would be to increase the net deferred tax asset by approximately £112,000 (tax effect). This rate change was
substantively enacted on 24 May 2021.
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LinGong Machinery (UK) Limited (Registered number: 7068266)

Notes (o the Financial Statcments - continueed
for the year ended 31 December 2020

TANGIBLE FIXED ASSETS
. Assels Leaschold fmprovements
wider Land angd 1 Plant and
constnuction building property machinery
L L L L
COST
At | January 2020 48,514 1,208,401 58,887 410,375
Additions - - 95,652 785,720
Disposals - - - (33,000)
Reclassification/transfer (48,514) - - -
At 31 December 2020 - 1.268.4601 154,539 1,169,095
DEPRECIATION .
At 1 January 2020 . - 5,919 . 32876 56,433
Charge for year - 12,088 3,595 156,802
Eliminated on disposal - - - (2,750)
At 31 December 2020 : - 18,007 36,4714 210,485
NET BOOK VALUE
At 31 December 2020 - 1,250,454 118,068 958,010
At 31 December 2019 48,514 1,262,542 26,011 159,942
Fixtures
and Motor Computer
fittings vehicles cquipment Totals
£ L £ . L

COST
At | January 2020 187,012 160,943 §0,481 2,220,673
Additions ' . 31,974 19,713 1,672 944,731
Disposals - (10,410) - (43,410)
Reclassification/transfer 48,514 - - -
At 31 December 2020 267,500 170,246 92,153 3,121,994
DEPRECIATION
Al ) January 2020 55,828 9,843 8,658 169,557
Charge for ycar 39.829 57,881 31,130 301,325
Eliminated on disposal - (4,287) - (7.037)
At 31 December 2020 95,657 63,437 39,788 403,845
NET BOOK VALUE
At 31 December 2020 171,843 106,809 52,365 2,658,149
A1 31 December 2019 131,184 151,100 71,823 2,051,116

Included within Plant & Machinery is equipment available for hire with a cost of £778,500 and a net book value of £677,956.
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Notes to the Financial Statements - continued
for the year ended 31 December 2020

STOCKS

Stocks

New machines

Used machines
Parts and work in progress

‘There is no significant difference beiween the replacement cost of the inventory and its carrying amount.

DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade debtors

Other debtors

Due from group undertakings
Deferred Tax

VAT

Prepayments & accrued income

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Bank loans and overdrafis (see note 13)
Tradc crcditors

Social security & other taxes

Other creditors

Due to group undertakings

Accruals & deferred income

Amounts due to group undertakings are interest free, unsecured and repayable on demand.

LOANS

An analysis of the maturity of loans is given below:

Amounts falling due within one year or on demand:
Bank overdrafls
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2020 2009

L £
12,323,576 HLE77.310
2020 2n9

L £
06,225.118 4.861,708
4290473 5,027,560
1,807,985 1,287,983

12,323,576

11,177,310

2020 2019
L i
1,986,553 2127.114
40,045 48477
111,262 593,450
6tv,377 143,244
62,978 -
533,008 937,956
3,343,280 3,850,241
2020 2019
£ L
2,574,307 -
185,526 415,392
91,176 297,787
- 0,705
10,694,078 13,523,333
476,406 1,866,745
14,021,493 16,109,902
2020 2019
£ £
2,574,307 -
continued...
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LiuGong Machinery (UK) Limited (Registered number: H7068266)

Notes to the Financial Statements - continucd
for the year euded 31 December 2020

LEASING AGREEMENTS

AL the reporting end date the company had outstanding commitments for future mininnan fease payments under  non-cancetlable

operating leases, which fall due as follows:

2020 2my
£ £

Within one year 247,206 232,259
Between two and five years 335,603 169,407
In over five year 95833 145,833

078,642 847,499
SECURED DEBTS
The following secured debts are included within creditors:

2020 2019
. £ £

Bank overdrafi . 2,574,307

On the 22nd October 2020, LiuGong Machinery (UK) Limited entered into an arranged overdrafi facility, provided by HSBC UK Bank
PL.C, with a limit of £6,000,000. The overdrafi facility contains a debenture a including a (ixed and floating charge over all assets. The
floating charge covers all the undertaking of the company and all its property, both present and future. The debenture also contains @
negafive pledge, meaning the company shatl not creale or allow any mortgage, charge, pledge, ticn or other encumbrance aver all or any

pait of its assets or revenues or uncalled capital except the existing and future security of the bank.

PROVISIONS FOR LIABILITIES

2020
L
Deferred tax 239,812
Deferred
tax
L
Balance at | January 2020 130,037
Accelerated capital allowances 109,775
Recognition of tax losses -
Balance at 31 December 2020 239,812

The provision for deferred tax of £239,812 rclates to accelerated capital allowances, and the deferred (ax asset
losses available to canry forward which will be utilised against future profits.

CALLED UP SHARE CAPITAL

Allotted, issued and fully paid:

Number: Class: Nominal 2020
value: 4
595 Ordinary A £ 595
2 Ordinary B £l 2
597
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2059
£
130,037

Delerved
tax
asset
£
(143,244)

(466,133)

(0609,377)

of £609,376 relates

continued...
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LiuGong Machinery (UK) Limited (Registered number: 07068266)

Notes to the Financial Statements - continued
for the year ended 31 December 2020

CALLED UP SHARE CAPITAL - continued

495 Ordinary A shares of £1 each were allotted as fully paid at a premium of 11,984.59 per share during the year.

The share issue was satisfied by the capitalisation of an intcrcompany loan, In the previous year £1,932,865 was classed as o capital
contribution from this intercampany loan. The £1,932,865 was subscquently transferred from other reserves to share premium when the
shares were issued during the year.

PENSION COMMITMENTS

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

Details of the annual charge 1o the profit and loss account is £70,554.

RELATED PARTY DISCLOSURES

Sales Purchases
2020 2019 ) 2020 219
£ £ £ £
Other related parties 677491 45,000 10,092.268 978,897

The above transactions and below amounts owed 10 and from other related parties relate 1 other group companies. Al transactions
were carried out under nonnal commercial terms.

Amounts duc to related partics

The following amounts were outstanding as at the balance sheet:

2020 2019
£ £
Liugong Dressta Machinery Sp. z 0.0. 1,999,002 10,371,016
LiuGong Machinery Europe B.V. 4,756,709 68,157
LiuGong Machinery Hongkong Co.,L1d 3,938,367 3,084,160
10,694,078 13,523,333
Amounts due from related parties
The following amounts were outstanding as at the balance sheet:
2020 2019
£ £
LiuGong Machinery Europe B.V. 03,540 252,514
Changzhou Liugong Machinery Co Lid 28913 23,342
Guangxi LiuGong Machinery Co Ltd 18,803 -
Liugong Construction Machinery N.A,LLC - 186,886
Liugong Dressta Machinery Sp. z 0.0. - 58,000
Liuzhou Liugong Excavator Co., Ltd. - 72,708
111,262 593,450

Key Management

The directors of the UK company and considered key management of the company. Their remuneration is disclosed in the directors
remuneration section of the accounts.
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LiuGong Machinery (UK) Limited (Registered number: 07068266)

Notes (o the Financial Statements - continued
for the year ended 31 December 2020

ULTIMATE CONTROLLING PARTY

The company's parent company is Liugong Machinery HongKong Co., Lid. whose wegistered office is 23/, Sing Ho Fimnce  Building,
168 Gloucester Road, Wan Chai Hong Kong.

The company’s uitimate parent company is Guangxi Lingong Machinery Co., Ltd. A company repistered in China whose  registered
office is No.! Liutai Road, Liuzhou, Guangxi, 545007, China. Group accounts can be obtained from this address upon request.

The ultimate controlling party is Huang Haibo, President of Guangxi Lingong Machinary Co., Lid.
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