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ACCOUNTING POLICIES

Basis of preparation
The Consolidated Financial Statements have been prepared in accordance with International Financial Reporting Standards (IFRS) 
adopted for use in the European Union and IFRIC interpretations issued by the International Accounting Standards Board and the 
Companies Act 2006. The Company has elected to prepare its Parent Company Financial Statements in accordance with Financial 
Reporting Standard 101 (FRS 101). These are presented on pages 82 to 91. The Financial Statements are made up to the Saturday 
nearest to the period end for each financial period.

Pressure Technologies plc, company number 06135104, is incorporated and domiciled in the United Kingdom. The registered office 
address is Unit 6b Newton Business Centre, Newton Chambers Road, Chapeltown, Sheffield, South Yorkshire, S35 2PH.

The Group has applied all accounting standards and interpretations issued relevant to its operations for the period ended  
29 September 2018. The Consolidated Financial Statements have been prepared on a going concern basis.

The Group’s existing bank borrowings have been extended to 31 January 2020 and management have produced forecasts for all 
business units which have been reviewed by the Directors. These demonstrate the Group is forecast to generate profits and cash 
in 2018/2019 and beyond and that the Group has sufficient cash reserves and headroom in borrowing costs to enable the Group 
to meet its obligations as they fall due for a period of at least 12 months from the date when these Financial Statements have been 
signed. Management have modelled the financial covenants in the forecasts and no breach is expected.

As such, the Directors are satisfied that the Company and Group have adequate resources to continue to operate for the 
foreseeable future. For this reason they continue to adopt the going concern basis for preparing the Financial Statements.

The Financial Statements have been prepared under the historical cost convention, except for derivative financial instruments 
which are carried at fair value. 

Standards and interpretations not yet applied by the Group
There are a number of standards and interpretations issued by the International Accounting Standards Board that are effective 
for financial statement periods beginning on or after the dates given below and are expected to be relevant to the Financial 
Statements. These standards will be effective in future periods.

• IFRS 15 Revenue from Contracts with Customers (effective 1 January 2018)

• Annual Improvements to IFRSs 2014-2016 Cycle (effective 1 January 2018)

• IFRS 16 Leases (effective date 1 January 2019)

• Amendments to IFRS 2: Classification and Measurement of Share-based Payment Transactions (effective 1 January 2018)

• IFRIC 22 Foreign currency transactions and advance considerations (effective 1 January 2018)

Management have assessed the impact that the implementation of IFRS 15 will have on revenue recognition, particularly with 
reference to construction contracts and other income streams. Changes have been made to internally reported management 
information to ensure complete and accurate data capture but management concluded that there would be no material impact  
on revenue recognition.

Other than in respect of IFRS 16 Leases, the application of these standards and interpretations is not expected to have a 
material impact on the Group’s reported financial performance or position. IFRS 16 will not come into effect until our 2020 year 
end, therefore the impact assessment will be done nearer the time. However, it will result in the current operating leases being 
recognised on the balance sheet (see note 30).

Critical accounting judgements and key sources of estimation uncertainty
In the application of the Group’s accounting policies, which are described below, the Directors are required to make judgements, 
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. 
The estimates and associated 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 assumptions that have a material risk to the carrying value of assets and liabilities within the next financial year 
are discussed below:

Critical accounting judgements
Revenue recognition 
The Group recognises revenue when the significant risks and rewards of ownership are considered to have transferred to the buyer, 
which may be the date the goods are despatched to the customer, completion of the product or the product being ready for delivery 
based on specific contract terms. Where goods remain on the Group’s premises at the year-end at the request of the customer, 
management consider the detailed criteria for the recognition of revenue from the sale of the goods as set out in IAS 18 ‘Revenue’.

Stage of completion on construction contracts
The Group assesses the stage of completion of a contract based on internal estimates, with reference to the proportion of costs 
incurred and the proportion of work performed.
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Impairment reviews – intangible and tangible assets
The Group has acquired, through business combinations and through other acquisitions, intangible assets and capitalised 
certain assets, such as licence agreements and development costs, which are expected to generate revenue in the future but at 
a reporting period end may not have generated significant income at that time. At each reporting period date, the Directors review 
the likelihood of indefinite life assets generating income, the period over which this is likely to be achieved and the potential income 
that can be generated. Where it is probable the future recoverable amount will be in excess of capitalised costs the assets are held 
within the balance sheet at cost. Where this is not the case, an impairment charge will be recorded to adjust the assets to their 
recoverable amount.

Deferred consideration
The Group has acquired, as a result of M&A activity, significant liabilities and assets in respect of deferred consideration.  
The payment of this consideration is contingent on the results of the potential acquired and disposed entities. Upon acquisition 
or disposal, deferred consideration is recognised at fair value. The Directors review the amount of deferred consideration alongside 
forecast results for the relevant businesses and assess the amount considered to be payable or receivable. Where an adjustment 
to deferred consideration is deemed necessary, the difference is recognised in profit and loss as an exceptional item.

Business combinations – retention cash
The Group records retention cash balances for business combinations as part of the consideration, where it is expected to be paid.

Key sources of estimation uncertainty 
Inventory provisions
The Directors have reviewed the level of inventory provisions carried against inventory in the light of outstanding current and 
anticipated customer orders. The future realisation of carrying amounts is affected by whether the anticipated level of orders  
is achieved. The level of inventory provisions is disclosed in note 19 to the Financial Statements.

Valuation of intangible assets acquired through business combinations
The Directors estimate the value of intangible assets with reference to any advice received, based on their experience of the value 
of such assets in similar businesses and under similar market conditions. The carrying value of intangible assets is disclosed in 
note 15 to the Financial Statements. 

Warranty provisions
Under certain contractual arrangements, the Group provides a warranty in relation to some products sold, which could result in 
the future transfer of economic benefits from the entity. The Directors review the products for which a warranty is provided, and 
assess the amount of provision required to meet future potential liabilities. This includes judgements based on historical warranty 
spend and consideration of contracts that are currently within a warranty period. Warranty periods vary between products but are 
typically one year in duration. The level of warranty provisions is disclosed in note 21 to the Financial Statements.

Stage of completion on construction contracts
The carrying amount of construction contracts and revenue recognised from construction contracts reflects management’s best 
estimate about each contract’s outcome and stage of completion but are subject to estimation uncertainty.

Deferred consideration
The Directors have assessed the carrying value of deferred consideration that is contingent on the future results of acquired  
and disposed of entities by reviewing forecasts. These forecasts by nature are subject to an element of estimation uncertainty.  
See notes 5 and 29 for further details.

Contingent liabilities
There is judgement in respect of the accounting for provisions and contingent liabilities. Further details are disclosed in note 31  
to the Financial Statements. 

Basis of consolidation
The Group Financial Statements consolidate those of the Company and all of its subsidiary undertakings drawn up to 29 
September 2018 (2017: to 30 September 2017). Subsidiaries are all entities over which the Group has the power to control. 
The Consolidated Financial Statements of the Group incorporate the Financial Statements of the Parent Company as well 
as those entities controlled by the Group by full consolidation.

Control is achieved when the Company:

• Has the power over the investee;

• Is exposed, or has rights, to variable return from its involvement with the investee; and

• Has the ability to use its power to affect returns.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from the 
date that control ceases.

Intra-group balances and transactions, and any unrealised gains or losses arising from intra-group transactions, are eliminated  
in preparing the Consolidated Financial Statements.
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Business combinations and goodwill
The consideration transferred by the Group to obtain control of a subsidiary is calculated as the sum of the acquisition-date fair 
values of assets transferred, liabilities incurred and the equity interests issued by the Group, which includes the fair value of any 
asset or liability arising from a contingent consideration arrangement. Acquisition costs are expensed as incurred.

The Group recognises identifiable assets acquired and liabilities assumed, including contingent liabilities, in a business 
combination regardless of whether they have been previously recognised in the acquiree’s Financial Statements prior to the 
acquisition. Assets acquired and liabilities assumed are measured at their acquisition-date fair values, which are also used as 
the bases for subsequent measurement in accordance with the Group accounting policies.

Goodwill is stated after separate recognition of identifiable intangible assets. It is calculated as the excess of the sum of:

• fair value of consideration transferred;

• the recognised amount of any non-controlling interest in the acquiree; and

• acquisition-date fair value of any existing equity interest in the acquiree, over the acquisition-date fair values of identifiable  
net assets. 

If the fair values of identifiable net assets exceed the consideration transferred, the excess amount (i.e. gain on a bargain purchase) 
is recognised in profit or loss immediately.

Deferred contingent consideration is recognised at its acquisition date fair value. Subsequent changes to this fair value resulting 
from events after the acquisition date are recognised through profit or loss. Where this deferred consideration arises in a currency 
other than Sterling, the liability is revalued at each period end date.

Revenue
Revenue is measured by reference to the fair value of consideration received or receivable and arises from the sales of goods 
and services provided in the normal course of business, net of trade discounts, VAT and other sales-related taxes. Revenue is 
recognised when:

• the significant risks and rewards of ownership have been transferred to the buyer, which may be the date the goods are 
despatched to the customer, completion of the product or the product being ready for delivery based on specific contract terms, 

• the amount of revenue can be measured reliably,

• and when it is probable that the economic benefits associated with the transaction will flow to the Group.

Sale of goods
Revenue is recognised when the goods in question have finished production and passed any applicable factory and customer 
acceptance tests. Goods may not always have been despatched for revenue to be recognised, provided the above criteria have  
been met.

Rendering of services
Revenue from services is recognised when the outcome of the transaction can be estimated reliably and the Group has performed 
its obligations and, in exchange, obtained the right to consideration.

Contracts revenue
Contracts revenue is recognised in accordance with IAS 11, ‘Construction contracts’.

Once a contract is sufficiently advanced and the outcome of the contract can be measured reliably, contract revenue, costs 
and profits are recognised over the period of the contract by reference to the stage of completion of each contract. The stage 
of completion of a contract is determined by internal estimates, with reference to the proportion of costs incurred. Revenue is 
recognised in proportion to the total revenue expected on the contract.

Prior to this recognition, stage payments received from customers and made to suppliers are recorded in the consolidated balance 
sheet as trade and other receivables and trade and other payables as appropriate.

If contract costs are expected to exceed contract revenue, then the expected loss is recognised immediately in the consolidated 
statement of comprehensive income.

Contract revenue includes an assessment of the amounts agreed in the contract, plus or less any variations in contract work and 
claims to the extent that they are approved and can be measured reliably.

Once revenue has started to be recognised on an individual contract, the Group reports the position for each contract as either 
an asset or a liability. In instances where costs incurred plus recognised profits exceed billings to date an asset is recognised. 
Similarly, a liability is recognised where billings to date exceed costs incurred and profits recognised.
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Share-based employee remuneration
The Group operates equity-settled share-based remuneration plans for some of its employees. The Group’s plan does not feature 
any options for a cash settlement. 

All services received in exchange for the grant of any share-based payment are measured at their fair values. Where employees  
are rewarded using share-based payments, the fair values of employees’ services are determined indirectly by reference to the  
fair value of the share options granted to the employee. This fair value is appraised at the grant date and excludes the impact  
of non-market vesting conditions (for example, profitability, EPS and sales growth targets). 

All share-based remuneration is ultimately recognised as an expense in the consolidated statement of comprehensive income  
with a corresponding credit to the profit and loss reserve. 

If vesting periods or other vesting conditions apply, the expense is allocated over the vesting period, based on the best available 
estimate of the number of share options expected to vest. Non-market vesting conditions are included in assumptions about the 
number of options that are expected to become exercisable. Estimates are subsequently revised if there is any indication that the 
number of share options expected to vest differs from previous estimates. Any cumulative adjustment prior to vesting is recognised 
in the current period. No adjustment is made to any expense recognised in prior periods if share options ultimately exercised 
are different to that estimated on vesting. Upon exercise of share options, the proceeds received net of any directly attributable 
transaction costs up to the nominal value of the shares issued are allocated to share capital with any excess being recorded as 
additional paid-in capital.

The cancellation of equity-settled share-based payments is accounted for as an acceleration of vesting.

Dividends
Interim dividends are charged in the period in which they are paid. Final dividends are only provided when approved by  
the shareholders.

Property, plant and equipment
Plant and equipment is stated at cost, net of depreciation and any provision for impairment. Property, plant and equipment 
is held at historical cost with the exception of assets acquired on business combinations. These are added at their fair value 
and depreciated accordingly. Land is not depreciated. Assets under construction are recognised when costs are incurred in the 
construction of an asset and are not depreciated until the asset is ready for use. Depreciation on other assets is applied on a 
straight-line basis so as to reduce the assets to their residual values over their estimated useful lives. The rates of depreciation 
used are:

Buildings 50 years
Plant and machinery 3 – 15 years

The estimates used for residual values and useful lives are reviewed as required, but at least annually. The gain or loss arising  
on the disposal of an asset is determined as the difference between the disposal proceeds and the carrying amount of the asset 
and is recognised in the consolidated statement of comprehensive income. 

Intangible assets
Development costs
Development costs are recognised at cost, net of amortisation or provision for impairment, where the recognition requirements 
under IAS 38 Intangible assets are met. These are:

• it is probable that the future economic benefits that are attributable to the asset will flow to the enterprise;

• the project is technically and commercially feasible;

• the Group intends to and has sufficient resources to complete the projects;

• the Group has the ability to use or sell the asset; and

• the cost of the asset can be measured reliably.

These costs are capitalised up to the point development is complete and the asset is then amortised over the period which the 
asset is expected to generate income. If at any point the development costs fail to meet the recognition requirements of IAS 38,  
the costs are expensed through the consolidated statement of comprehensive income.
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Intangible assets (continued)
Intangible assets acquired as part of a business combination
In accordance with IFRS 3 ‘Business Combinations’, an intangible asset acquired in a business combination is deemed to have 
a cost to the Group of its fair value at the acquisition date. The fair value of an intangible asset reflects market expectations about 
the probability that the future economic benefits embodied in the asset will flow to the Group.

Amortisation on intangible assets is charged in cost of sales, with the exception of that on intangible assets acquired on business 
combinations, which is disclosed separately in the consolidated statement of comprehensive income.

Such intangible assets are amortised on a straight-line basis over their estimated useful lives as follows:

Customer order book Over life of the order book – typically one year
License and distribution agreement 15 years
Non-contractual customer relationships 5 – 10 years
Technology 7.5 – 15 years
Intellectual Property 15 years
IT systems & software licenses 5 years
Development expenditure 5 – 15 years

Impairment testing of non-current assets
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable  
cash flows (cash-generating units). As a result, some assets are tested individually for impairment and some are tested at  
cash-generating unit level. Goodwill is allocated to those cash-generating units that are expected to benefit from synergies  
of the related business combination and represent the lowest level within the Group at which management monitors goodwill. 
Cash-generating units to which goodwill has been allocated are tested for impairment at least annually. All other individual  
assets or cash-generating units are tested for impairment whenever events or changes in circumstances indicate that the carrying 
amount may not be recoverable. An impairment loss is recognised for the amount by which the assets or cash-generating unit’s 
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of fair value, reflecting market conditions 
less costs to sell, and value in use based on an internal discounted cash flow evaluation.

Leased assets
In accordance with IAS 17 ‘Leases’, the economic ownership of a leased asset is transferred to the lessee if the lessee bears 
substantially all the risks and rewards related to the ownership of the asset. The related asset is recognised at the inception of the 
lease at its fair value or, if lower, the present value of the lease payments. A corresponding liability is recognised where the interest 
element of the lease payments represents a constant proportion of the capital balance outstanding and is charged to profit or loss 
over the period of the lease. 

All other leases are treated as operating leases. Payments under operating leases are charged to profit or loss on a straight-line 
basis over the term of the lease. Lease incentives are spread over the term of the lease. Benefits received as an incentive to enter 
into an operating lease are spread over the lease term on a straight line basis.

Inventories
Inventories are stated at the lower of cost and net realisable value, on a first in first out basis. Cost includes materials, direct labour 
and an attributable proportion of manufacturing overheads based on normal levels of activity. Net realisable value is based on the 
estimated sales price after allowing for all further costs of completion and disposal. Provision is made for obsolete, slow-moving or 
defective items where appropriate.

Income taxes
The tax expense represents the sum of the tax currently payable and deferred tax. Current tax is the tax currently payable based  
on taxable profit for the year.

Deferred income taxes are calculated using the liability method on temporary differences. Deferred tax is generally provided on 
the difference between the carrying amounts of assets and liabilities and their tax bases. However, deferred tax is not provided on 
the initial recognition of goodwill nor on the initial recognition of an asset or liability unless the related transaction is a business 
combination or affects tax or accounting profit. Deferred tax on temporary differences associated with shares in subsidiaries is not 
provided if reversal of these temporary differences can be controlled by the Group and it is probable that reversal will not occur in 
the foreseeable future. In addition, tax losses available to be carried forward as well as other income tax credits to the Group are 
assessed for recognition as deferred tax assets.

Deferred tax liabilities are provided in full, with no discounting. Deferred tax assets are recognised to the extent that it is probable 
that the underlying deductible temporary differences will be able to be offset against future taxable income. Current and deferred 
tax assets and liabilities are calculated at tax rates that are expected to apply to their respective periods of realisation, provided 
they are enacted or substantively enacted at the balance sheet date.

Changes in deferred tax assets and liabilities are recognised as a component of tax expense in the consolidated statement of 
comprehensive income, except where they relate to items that are recognised in other comprehensive income or directly in equity, 
in which case the related deferred tax is also recognised in other comprehensive income or equity, respectively.
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Accounting for financial assets 
The Group has financial assets in the following categories: 

• loans and receivables (trade and other receivables);

• financial assets at fair value through profit or loss (derivative financial instruments).

Financial assets are assigned to the different categories on initial recognition, depending on the characteristics of the instrument 
and its purpose. A financial instrument’s category is relevant for the way it is measured and whether any resulting income and 
expenses are recognised in profit or loss or other comprehensive income.

All financial assets are recognised when the Group becomes a party to the contractual provisions of the instrument. 

Financial assets categorised as at fair value through profit or loss are recognised initially at fair value with transaction costs 
expensed through profit or loss. Changes in fair value due to subsequent measurement are recognised in profit or loss.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active 
market. Loans and receivables are initially recognised at fair value plus transaction costs, and subsequently measured at 
amortised cost using the effective interest method, less provision for impairment. Receivables are considered for impairment  
on a case-by-case basis, and impairment is recognised where the balances are past due or where there is other evidence that  
a counterparty may default. Any gains or losses arising as a result of the impairment review are recognised in profit or loss. 
Pressure Technologies plc’s trade and most other receivables fall into this category of financial instrument. Discounting on loans 
and receivables is omitted where the effect is immaterial. However, where it is required, the asset is initially held at fair value 
(including transaction costs) after discounting and the difference is recognised in the consolidated statement of comprehensive 
income under financing costs, or asset. Long term retentions due on contracts are the main balances where such treatment  
is required.

Receivables are considered for impairment on a case-by-case basis. 

Accounting for financial liabilities 
Financial liabilities represent a contractual obligation for the Group to deliver cash or other financial assets. Financial liabilities 
are initially recognised at fair value, net of issue costs, when the Group becomes a party to the contractual agreements of the 
instrument. All interest-related charges and, if applicable, changes in an instrument’s fair value that are reported in profit or loss 
are included in the consolidated statement of comprehensive income line items “finance costs” or “finance income”. The Group’s 
financial liabilities include borrowings, trade and other payables, and derivative financial instruments. After initial recognition, all 
but the latter are measured at amortised cost using the effective interest rate method. Discounting on financial liabilities is omitted 
where the effect is immaterial. However, where it is required, the liability is initially recognised at fair value after discounting and 
the difference is recognised in the consolidated statement of comprehensive income under financing costs. Deferred consideration 
on acquisitions are the main balances where such treatment is required.

Measurement of fair value financial instruments
The Group’s finance team performs valuations of financial items for financial reporting purposes, including Level 3 fair values, 
in consultation with third party valuation specialists for complex valuations. Valuation techniques are selected based on the 
characteristics of each instrument, with the overall objective of maximising the use of market-based information. The finance team 
reports directly to the Chief Financial Officer and to the Audit and Risk Committee. Valuation processes and fair value changes are 
discussed at least every year, in line with the Group’s reporting dates.

Derivative financial instruments
The Group has derivative financial instruments that are carried at fair value through profit or loss. The Group does not hedge 
account for these items. Any gain or loss arising from derivative financial instruments is based on changes in fair value, which  
is determined by direct reference to active market transactions or using a valuation technique where no active market exists.  
At certain times the Group has foreign currency forward contracts that fall into this category.

Cash and cash equivalents 
Cash and cash equivalents comprise cash in hand and demand deposits, together with other short-term, highly liquid investments 
that are readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in value, and bank 
overdrafts, where they form an integral part of the Group’s cash management.

Equity and reserves
An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all of its liabilities. 
Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs. Share premium represents 
premiums received on issuing of share capital. Retained earnings include all current and prior year results as disclosed in the 
consolidated statement of comprehensive income and reserves note.

The translation reserve is used to record foreign exchange translation differences that occur as a result of the translation of 
overseas subsidiary undertakings’ financial statements into the presentation currency of the Consolidated Financial Statements.
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Foreign currency translation 
Foreign currency transactions are translated into the functional currency (being the currency of the primary economic environment 
in which the entity operates) of the respective Group entity, using the exchange rates prevailing at the dates of the transactions 
(spot exchange rate). Foreign exchange gains and losses resulting from the settlement of such transactions and from the  
re-measurement of monetary balance sheet items at year-end exchange rates are recognised in the consolidated statement of 
comprehensive income. Non-monetary items carried at fair value that are denominated in foreign currencies are translated at rates 
prevailing at the date when the fair value was determined. Non-monetary items that are measured in terms of historical cost in 
a foreign currency are not retranslated. The Consolidated Financial Statements are presented in Pounds Sterling, which is also the 
functional currency of the Parent company. 

The results of overseas subsidiary undertakings are translated at the average exchange rate (being an approximation to the rate  
at the date of transactions throughout the year) and the balance sheets of such undertakings are translated at the year-end 
exchange rates. Exchange differences arising on the retranslation of opening net assets of overseas subsidiary undertakings are 
charged / credited to other comprehensive income and recognised in the translation reserve in equity. On disposal of a foreign 
operation the cumulative translation differences are transferred to profit or loss as part of the gain or loss on disposal.

Grants
Grants are recognised where there is reasonable assurance that the entity complies with the conditions attached to them. Grants 
relating to property, plant and equipment are treated as deferred income and released to profit or loss over the expected useful 
lives of the assets concerned. Other grants are credited to profit or loss in the same period as the related expenditure is incurred.

Pensions
The Group operates defined contribution schemes with costs being charged to profit or loss in the period to which they relate.

Segment reporting
IFRS 8 requires operating segments to be identified on the basis of the internal reports about operating units of the Group that are 
regularly reviewed by the Chief Executive to allocate resources and to assess their performance. The Group operated four operating 
segments which represent the main products and services provided by the Group:

• Cylinders: the design, manufacture and reconditioning of seamless high pressure gas cylinders.

• Precision Machined Components: the manufacture of specialised, precision engineered valve wear parts used in the oil  
and gas industries.

• Engineered products: the manufacture of precision engineered products, air operated high pressure hydraulic pumps, gas boosters, 
power packs, hydraulic control panels and test rigs. This segment was disposed of in the year, as detailed in note 29.

• Alternative energy: marketing, selling and manufacture of biogas upgrading equipment to produce high purity biomethane.

Each of these operating segments is managed separately as each requires different technologies, resources and marketing 
approaches.

The measurement policies used by the Group for segment reporting are the same as those used in its Financial Statements. 
Amortisation of intangible assets arising from business combinations and fair value adjustments arising from business 
combinations are allocated to the operating segment to which they relate.

In addition, corporate overheads and assets not directly related to the business activities of any operating segment are not 
allocated to a segment.

Investments in associates
Associates are all entities over which the Group has significant influence but not control, generally accompanying a shareholding 
of between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity method of accounting. 
Under the equity method, the investments are initially recognised at cost, and the carrying amount is increased or decreased to 
recognise the investor’s share of the profit or loss of the investee after the date of acquisition.

The Group’s share of post-acquisition profit or loss is recognised in the income statement. When the Group’s share of losses in 
an associate equals or exceeds this interest in the associate, the Group does not recognise further losses unless it has a legal 
or constructive obligation to do so or has made payments on behalf of the associate.

The Group determines at each reporting date whether there is any objective evidence that the associate is impaired. If this is the 
case, the Group calculates the amount of impairment as the difference between the recoverable amount of the associate and 
its carrying value and recognises the amount adjacent to ‘share of profit/(loss) of associates’ in the consolidated statement of 
comprehensive income.

The Group considers that it has significant influence over another entity when it has less than 50% but more than 20% of the voting 
rights of that entity. Given Pressure Technologies has 40% of the voting rights of Kelley GTM, the Directors consider that it has 
significant influence and therefore it is treated as an associate.
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Exceptional items
One off, non-trading items with a material effect on results are disclosed separately on the face of the Consolidated Statement  
of Comprehensive Income. The Directors apply judgement in assessing the particular items, which by virtue of their scale and 
nature, should be classified as exceptional items. The directors consider that separate disclosure of these items is relevant  
to an understanding of the Group’s financial performance.

Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently carried at 
amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in 
the income statement over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is probable  
that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-down occurs. To the extent there 
is no evidence that it is probable that some or all of the facility will be drawn down, the fee is capitalised as a pre-payment for 
liquidity services and amortised over the period of the facility to which it relates. 

Operating profit
Operating profit is stated before finance costs, finance income, share of profits and losses from associates and finance related 
exceptional costs. Adjusted operating profit is stated after adding back any other exceptional items.

Discontinued operations
A discontinued operation is a component of the Company that has either been disposed of or meets the criteria to be classified as 
held for sale and represents a separate major line of business or geographical area of operations or is part of a single co-ordinated 
plan to dispose of a separate major line of business or geographical area of operations.

The results of discontinued operations are analysed separately from continuing operations on the face of the Statement of 
Comprehensive Income and the related notes. Where there is a newly identified discontinued operation in the year, the prior  
year Statement of Comprehensive Income and the related notes are restated as if the operation was classified as discontinued  
at that time.

The results of discontinued operations include the post-tax profit or loss on the discontinued operation along with the post-tax 
gain or loss recognised on the re-measurement of the non-current assets of the discontinued operation to fair value less costs  
to sell, and the subsequent gain or loss on disposal of the discontinued operation.

Provisions
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable 
that the Group will be required to settle that obligation with an outflow of economic benefits and a reliable estimate can be made  
of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the 
reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using 
the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

Where a liability is contingent on the occurrence or non-occurrence of uncertain future events or circumstances it is only 
recognised if a reliable estimate can be made of the amount of obligation.


