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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF PRESSURE TECHNOLOGIES PLC

Opinion

Our opinion on the financial statements is unmodified
We have audited the financial statements of Pressure Technologies plc (the ‘parent company’) and its subsidiaries (the ‘group’) 
for the 52 week period ended 29 September 2018 which comprise the Consolidated statement of comprehensive income, the 
Consolidated balance sheet, the Consolidated statement of changes in equity, the Consolidated statement of cash flows, the 
Company balance sheet, the Company statement of changes in equity and the notes to the financial statements, including 
a summary of significant accounting policies. The financial reporting framework that has been applied in the preparation 
of the group financial statements is applicable law and International Financial Reporting Standards (IFRSs) as adopted 
by the European Union. The financial reporting framework that has been applied in the preparation of the parent company 
financial statements is applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard 101 
‘Reduced Disclosures Framework’ (United Kingdom Generally Accepted Accounting Practice).

In our opinion:

• the financial statements give a true and fair view of the state of the group’s and of the parent company’s affairs as at  
29 September 2018 and of the group’s loss for the period then ended;

• the group financial statements have been properly prepared in accordance with IFRSs as adopted by the European Union;

• the parent company financial statements have been properly prepared in accordance with United Kingdom Generally 
Accepted Accounting Practice; and

• the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.  
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the financial 
statements section of our report. We are independent of the group and the parent company in accordance with the ethical 
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard as applied  
to listed entities, 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.

Who we are reporting to
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. Our audit work has been undertaken so that we might state to the company’s members 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 
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.

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 concern basis of accounting in the preparation of the financial statements is not appropriate; or

• the directors have not disclosed in the financial statements any identified material uncertainties that may cast significant doubt 
about the group’s or the parent company’s ability to continue to adopt the going concern basis of accounting for a period of at 
least twelve months from the date when the financial statements are authorised for issue.

Overview of our audit approach
• Overall materiality: £169,000, which represents 0.5% of the group’s revenue.

• The key audit matters were identified as revenue recognition, the contingent liability in relation to the Chesterfield  
Special Cylinders Limited (“CSC”) incident, the impairment of goodwill and other non-current assets and the impairment  
of investments.

• We have assessed the significance of the components within the group and performed a combination of comprehensive 
audits, targeted audit procedures and analytical procedures based on that assessment.
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Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial 
statements of the current period and include the most significant assessed risks of material misstatement (whether or not  
due to fraud) that we identified. These matters included those that had the greatest effect on: the overall audit strategy; the 
allocation of resources in the audit; and directing the efforts of the engagement team. These matters were addressed in the  
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate 
opinion on these matters.

Key Audit Matter – Group How the matter was addressed in the audit – Group 

Revenue recognition
There is a risk that revenue may be misstated due to the 
improper recognition of revenue. 

In respect of revenue recognised for sale of goods, there  
is a risk that revenue is recognised before the risk and rewards 
of ownership have transferred to the customer. 

In respect of contractual arrangement with the customers, 
there is a risk that revenue is misstated as management 
judgement is required to estimate the stage of completion  
and the projected outcome of each contract. 

Therefore, we identified revenue recognition as a significant 
risk, and as one of the most significant assessed risks of 
material misstatement.

Our audit work included, but was not restricted to: 

• walkthroughs of the systems and controls in place around  
the recording of revenue;

• evaluation of the revenue recognition policies for compliance 
with IAS 18 ‘Revenue’ and IAS 11 ‘Construction Contracts’ as 
applicable, and consistency with the prior period;

• testing a sample of revenue transactions in respect of sale 
of goods and agreeing them to supporting documentation 
to vouch that income has been appropriately recognised in 
accordance with the Group’s revenue recognition policies;

• for a sample of contracts, testing the percentage of 
completion calculations by inspecting the contract checklist 
documents and challenging the operations team as to 
the stage of completion, to determine if the revenue was 
recognised in accordance with the accounting policy; and

• comparison of the revenue from the sale of goods and from 
contractual arrangements with their respective revenues in 
the prior year and obtaining explanations for significant or 
unusual variances.

The group’s accounting policy on revenue recognition  
including the key sources of estimation uncertainty are  
shown in the Accounting policies section on page 60 and 
related disclosures are included in note 1. The Audit Committee 
identified revenue recognition as a significant matter within  
the ‘Contract accounting judgments’ section of its report on 
page 45 where it also describes the action that it has taken to  
address this matter. 

Key observations
Based on our audit work, we have found that revenues were 
accounted for in line with the Group’s accounting policies,  
IAS 18 ‘Revenues’ and IAS 11 ‘Construction Contracts’.

Contingent liability in relation to the CSC incident 
The Health and Safety Executive (“HSE”) continue to investigate 
the fatal accident that occurred in June 2015.

The group are cooperating with the HSE and have performed 
their own inquiries to investigate the root cause of the accident. 

Until the investigation is complete, the Group are unable to 
assess the nature of any charges that may be brought. 

Management have concluded that it is not possible to 
determine with any degree of certainty if any financial 
penalties may be levied on the group. 

No provision has been recorded within the financial statements 
however, disclosure has been made in accordance with IAS 37 
‘Provisions, contingent liabilities and contingent assets’. 

Therefore, we identified the disclosures in relation to this 
incident as a significant risk, and as one of the most significant 
assessed risks of material misstatement (whether due to fraud 
or error).

Our audit work included, but was not restricted to: 

• reading the correspondence between HSE and the group;

• making enquiries of management and the group’s legal 
advisor to understand and assess their assumptions in 
relation to the investigation; and

• assessing the adequacy of the disclosure included within  
the financial statements. 

The group’s accounting policy on provisions is shown in the 
Accounting policies section on page 65 and related disclosures 
are included in note 31. The Audit Committee identified this 
matter as a significant matter in the ‘Contingent liabilities’ 
section of its report on page 45 where it also describes the 
action that it has taken to address this matter. 

Key observations
Based on our audit work, no audit findings were noted.  
We consider that the requirements of IAS 37 ‘Provisions, 
Contingent Liabilities and Contingent Assets’ have been 
consistently applied, and that the disclosures made in note 31 
to the financial statements appropriately describe this matter. 
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Key Audit Matter – Group How the matter was addressed in the audit – Group 

Impairment of goodwill and other non-current assets
The carrying value of goodwill and other non-current assets  
at 29 September 2018 was £37.8 million. There is a risk  
that the carrying value of these assets exceeds their 
recoverable amount.

Management performs an impairment review on an annual 
basis using discounted cash flows on a value in use basis. 
When relevant, management considers estimated fair value 
less costs to sell, if this is higher.

The key judgements in assessing goodwill and other  
non-current assets for impairment include:

• The growth and discount rates applied in the discounted 
cash flow calculations, due to the sensitivity of these 
assumptions to changes;

• The estimated fair value of the asset; and The costs to sell 
the asset.

We therefore identified impairment of goodwill and other  
non-current assets as a significant risk, which was one of the 
most significant assessed risks of material misstatement.

Our audit work included, but was not restricted to: 

• validating the integrity of the impairment models through 
testing of the mechanical accuracy;

• understanding the underlying process used by management 
to determine the discount rates, and working with in house 
valuation specialists to assess them;

• assessing the appropriateness of any changes to 
assumptions since the prior period;

• challenging the cash flow forecasts with reference to 
historical forecasts, actual performance and independent 
evidence to support any significant expected future changes 
to the business; 

• obtaining third party evidence to support the estimated fair 
value less costs to sell of divisions where this has been used 
to support the valuation of goodwill and other non-current 
assets within them; and

• assessing the adequacy of the disclosure included within the 
financial statements for compliance with IAS 36 ‘Impairment 
of assets’.

The group’s accounting policy on impairment of goodwill and 
other non-current assets is shown the Accounting policies 
section on page 62 and related disclosures are included in  
note 14. The Audit Committee identified impairment of goodwill 
and other non-current assets as a significant matter in the 
‘Impairment and going concern’ section of its report on page 45, 
where it also describes the action that it has taken to consider 
this matter.

Key observations
Discounted cash flow forecasts indicate that there is  
sufficient headroom for all divisions other than the Alternative 
Energy division.

As a result of the strategic review undertaken by the Board, 
and the subsequently announced intention to divest of the 
Alternative Energy division, the directors are satisfied that  
they have established that the Alternative Energy division  
has a recoverable amount that exceeds the carrying amount 
of its net assets, and therefore that no provision against 
impairment is necessary.

Based on our audit work, we consider that the requirements of 
IAS 36 have been consistently applied, and that the disclosures 
made in note 14 to the financial statements appropriately 
describes this matter.
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Key Audit Matter – Parent How the matter was addressed in the audit – Parent 

Impairment of investments and other non-current assets
The carrying value of investments in subsidiaries and other  
non-current assets was £41.6 million at 29 September 2018. 
There is a risk that the carrying value of these assets exceeds 
their recoverable amount.

Management performs an impairment review on an annual 
basis using discounted cash flows on a value in use basis,  
and also considers recoverable amount less costs to sell,  
if this is higher.

Management’s impairment review is performed using 
discounted cash flows on a value in use basis, and also 
considers the fair value less costs to sell, if this is higher.

The key judgements in assessing the valuation of 
investments include:

• The growth and discount rates applied in the discounted cash 
flow calculations, due to the sensitivity of these assumptions 
to changes;

• The estimated fair value of the asset; and

• The costs to sell the asset. 

We therefore identified impairment of investments and other 
non-current assets as a significant risk, which was one of the 
most significant assessed risks of material misstatement.

Our audit work included, but was not restricted to: 

• validating the integrity of the impairment models through 
testing of the mechanical accuracy;

• understanding the underlying process used by management 
to determine the discount rates, and working with in house 
valuation specialists to assess them;

• assessing the appropriateness of any changes to 
assumptions since the prior period;

• challenging the cash flow forecasts with reference to 
historical forecasts, actual performance and independent 
evidence to support any significant expected future changes 
to the business; 

• obtaining third party evidence to support the recoverable 
amount of divisions where this has been used to support the 
valuation of the goodwill and other non-current assets; and

• assessing the adequacy of the disclosure include within the 
financial statements for compliance with IAS 36 ‘Impairment 
of assets’.

The company’s accounting policy on valuation of investments 
is shown in the Accounting policies section to the financial 
statements on page 91 and related disclosures are included  
in note 4. 

Key observations
Discounted cash flow forecasts indicate that there is sufficient 
headroom for all non-current assets.

Based on our audit work, we have concluded that the valuation 
of non-current assets is accounted for in line with the parent 
company’s accounting policies and IAS 36 ‘Impairment  
of assets’.
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Our application of materiality
We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic 
decisions of a reasonably knowledgeable person would be changed or influenced. We use materiality in determining the nature, 
timing and extent of our audit work and in evaluating the results of that work. 

Materiality was determined as follows:

Materiality measure Group Parent

Financial statements as a whole £169,000 which is 0.5% of revenue. 
This benchmark is considered the most 
appropriate because revenue is a key 
performance indicator of the group and is 
a stable base.

Materiality for the current year is 
consistent with the level that we 
determined for the period ended 30 
September 2017.

Materiality is based on 0.5% of total 
assets, capped to 75% of group 
materiality, which is £127,000. This 
benchmark is considered the most 
appropriate as the parent company is 
primarily a holding company and its major 
activities relate to its investments in 
subsidiary undertakings.

Materiality for the current year is 
consistent with the level that we 
determined for the period ended  
30 September 2017.

Performance materiality used to drive  
the extent of our testing

75% of financial statement materiality. 75% of financial statement materiality.

Communication of misstatements  
to the audit committee

£8,000 and misstatements below that 
threshold that, in our view, warrant 
reporting on qualitative grounds.

£6,000 and misstatements below that 
threshold that, in our view, warrant 
reporting on qualitative grounds.

An overview of the scope of our audit
Our audit approach was a risk-based approach founded on a thorough understanding of the group’s business, its environment and 
risk profile and in particular included:

• Documenting the processes and controls covering all of the significant risks.

•  The group has components across Europe, North America and New Zealand. We have assessed the risk of material misstatement 
for each of these components to conclude which components are in scope for a comprehensive audit approach. 

• A comprehensive audit approach includes a combination of transactional testing and analytical procedures.

• The components subject to a comprehensive audit approach cover 90% of the consolidated revenues. 

• The audit was performed such that we had appropriate oversight of the component auditor. This included briefing the component 
audit team, directing the risk assessment and fraud discussions and evaluating and reviewing the work performed by the 
component auditor for the purpose of the group audit.

• For those components where a comprehensive audit was not performed, we have carried out a combination of targeted audit 
procedures and analytical procedures.

Other information
The directors are responsible for the other information. The other information 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 doing so, consider 
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or 
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, 
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.

Our opinion on other matters prescribed by the Companies Act 2006 is unmodified
In our opinion, based on the work undertaken in the course of the audit:

• the information given in the strategic report and the directors’ report for the financial year for 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.
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Matters on which we are required to report under the Companies Act 2006
In the light of the knowledge and understanding of the group and the parent company and its environment obtained in the course  
of the audit, we have not identified material misstatements in the strategic report or the directors’ report. 

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires us to report  
to you if, in our opinion:

• adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been 
received from branches not visited by us; or

• the parent company financial statements are not in agreement with the accounting records and returns; 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 

Responsibilities of directors for the financial statements
As explained more fully in the directors’ responsibilities statement set out on page 42, the directors are responsible 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 group’s and the parent company’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 
accounting unless the directors either intend to liquidate the group or the parent 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 
misstatement, 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 guarantee that an audit conducted in accordance with ISAs (UK) will always detect  
a material misstatement when it exists. Misstatements can arise from fraud or error and are considered 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: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Mark Overfield BSC FCA
Senior Statutory Auditor
for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Leeds
10 December 2018


