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Baxi Heating UK Limited

Strategic report
for the year ended 31 December 2022

The directors present their Strategic report of the Company for the year ended 31 December 2022.
Principal activities

The principal activities of the Company have been the development, manufacture and sale of
domestic gas boilers, commercial boilers and domestic and commercial water heating products. The
Company is focusing on the energy transition through the growth of low-carbon alternatives including
heat pumps and heat networks, supported by its existing manufacturing capability in stainless steel
hot water cylinders.

Product sales are primarily through merchants who sell to installers providing services to end users.
The Company operates a comprehensive service and spares business in support of its sales
operations and the Company is positioning itself as a fully-integrated customer-specific solution and
services provider.

Strategy

The Company is part of the BDR Thermea Group with a mission to bring a sustainable future closer
through smart indoor climate solutions through the delivery of its strategic priorities: to drive the energy
transition, strengthen customer intimacy, be a responsible business partner and improve its
capabilities and competitiveness.

The global economy continues to drive the Company’s focus on supply chain stability while the visible
impact of climate change provides opportunities to contribute to net zero and the grow the business
with sustainability at its core.

The Board, together with the UK executive team, have reviewed the strategic priorities and updated
the 2022-2025 strategy plan, with a 10 year market outlook to align completely with the BDR
Thermea Group “Grow Together With Energy” strategy and embedding the Group’s values:
Customer Focus, One Team and Sustainabie Future. In doing so, the Board, together with Executive
management, have identified the key stakeholders and the impact upon each. This has enabled the
Board to determine long term strategic objectives which promote the success of the Company whilst
benefitting the shareholders as a whole.

Key performance indicators (“KPls”)

The Company has adopted twelve KPis. The principal financial KPls relate to turnover and profit for
the financial year and there are a number of non-financial KPIs to support the performance of the
business in its aim for continuous improvement in areas focusing on customer experience, employee
engagement, market share, operational efficiency and sustainability. One important non-financial KPI
measure is the health and safety performance of the Company, and specifically the reduction in the
Lost Time Injury Rate (LTIs) for all UK sites, with the ultimate target of zero accidents.

Business review

As shown in the Company’s profit and loss account on page 17, the Company's sales have
increased by 1% (2021: increased by 10%) against the prior year, while profit for the financial year
has increased by 24% (2021: increased by 26%) and for 2022 is £42,581 (2021: £34,458).

The Company performed strongly in a very challenging operating environment. The supply chain
difficulties that affected the industry in the second half of 2021 continued in 2022, significantly
affecting production in the first half of the year, due to the availability of key components from major
suppliers. The war in Ukraine resulted in significant energy price rises and as cost prices increased,
inflation rose steeply impacting businesses and the population in general.

Against this background the Company maintained its sale performance through increased cylinder
production and sales, improved boiler production in the second half with improved component supply
and strong demand across the Company’s core gas business. It further protected its profitability
through improved pricing discipline and careful indirect cost management.
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Business review (continued)

Company net assets at year-end have increased compared with prior year. This reflects primarily an
increase in the net pension scheme asset due to the improved funding position year on year, an
increase in the year end inventory levels and higher cash balances.

The Company’s strong financial performance has been mirrored by its success in a number of other
awards in 2022, demonstrating industry recognition of the Company’s products, services and its
people. it was a finalist in two categories at the H&V News Awards for Collaboration of the Year in
relation to its work with Aldenham School and Keeble Environment Services in ensuring more
energy-efficient heating and hot water provision at the School's historic boarding houses, and
Commercial HYAC Heating Product of the Year for its Andrews Water Heaters MAXXflo EVO Lite.
This product was also shortlisted in the Commercial Heating Product category of the HVR Awards.
The Company was runner-up in the Domestic and General Technical Excellence and Quality
Awards, which recognise manufacturers and contractors who provide consistently high-quality
repairs and service to Domestic and General's customers. Based on the feedback of more than
300,000 consumer surveys, the award is given to the company with the highest Net Promoter Score
(NPS). The Company’s NPS score in the survey was 75%, just 1% less than the winner. in October
2022, the Company achieved IIP “We Invest in People” Silver Award, having been awarded Bronze
in 2018.

Principal risks and uncertainties

The management of the business and the execution of the Company'’s strategy are subject to a
number of risks. The main risks that could potentially impact the Company’s operating and financial
performance are discussed below:

Supply chain difficulties

As expected, there was continued pressure both on cost and availability of materials, components
and labour throughout 2022, although there was an improvement in some key areas in the second
half as dual sourcing was established. While supply chain challenges remain, these are not unique
to the Company nor the sector in which it operates. The Company is supported by the combined
buying power of BDR Thermea Group and growing our close partnership with customers and
suppliers will be key to managing the impact of this risk.

Skilled labour shortages

Across the wider economy the competition for talent is greater with fewer people seeking
employment than before the pandemic. The Company is focussing on talent acquisition and retention
via enhanced employer brand recognition, defining career pathways, maturing its total rewards
philosophy and placing wellbeing and engagement at the heart of its approach. The Company is
committed to talent development with training a key element of its people strategy. The Company is
also focusing on training to prepare its installer base for the energy transition with a clear focus on
heat pumps.

Cyber risk

Organisations are increasingly reliant on their IT systems and hybrid working, which has become the
norm since pandemic, has reinforced the need for cyber secure systems to protect company
information, including personal data, as a strategic asset. With the support of BDR Thermea Group
the Company is managing information security risk by adopting a cloud-first approach, enabling
cyber security technology and raising awareness through ongoing training.

Impact of industry specific legislation

The Government has confirmed its intention to introduce a market mechanism for heat pumps which
would impose an obligation upon manufacturers of boilers. The Company is fully engaging with the
Government, both unilaterally and through the appropriate trade bodies. It fully supports the
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Impact of industry specific legislation (continued)

increased use of heat pumps and is building its capability to support its heat pump sales targets both
in terms of people, product and proposition.

Economic challenges

Current increases in the cost base, and in cost of living in general, is impacting at all levels for both
individuals and businesses. The Company is ensuring all possible measures are being taken to
manage its supplier base, plan forward on purchases working with the Global BDR procurement
team and manage pricing effectively through the sectors in which it sells. It is mindful of the impact of
rising inflation on its employees and has already taken steps to provide additional support to
employees.

Financial risk management

The main financial risks are credit risk, availability of funds to meet business needs (liquidity risk),
cash flow interest rate risk and exposure to foreign currency transactions (market risk).

Credit risk is mitigated through the diversification of customers in different sectors, reviews of
existing customer credit limits, and the performance of credit checks on all new customers. The trade
receivables amounts presented in the balance sheet are net of allowances for doubtful receivables.
An allowance for impairment is made where there is an identified loss event which, based on
previous experience, is evidence of a reduction in the recoverability of the cash flows.

The remaining financial risks are mitigated by having a central Treasury function managed at Group
level which seeks to manage liquidity and interest rate risk and to hedge exposures to foreign
currency fluctuations through the use of forward foreign exchange contracts.

Employee engagement

Our employees are key to the success of Baxi Heating UK Limited. Our employees are guided by our
mission, values and strategy and the Company recognises the importance of good communications
and relations with employees, and that its ability to meet the needs of its customers, in a profitable
and competitive manner, depends on the contribution of employees throughout the Company. The
Company has established procedures in place to ensure that the impact on employees of key
business decisions is considered and any appropriate action taken.

Employees are encouraged to develop their contribution to the business wherever they work. All
employees have the opportunity to be involved in making improvements to the business and are
encouraged to give feedback to the Company. Each year an annual employee survey is completed
to measure employee engagement and identify improvement priorities, which are shared with
employees. The IIP “We invest in people” assessment provided a further opportunity to hear from
employees and there was good engagement with ¢ 75% of employees responding to the survey
across all parts of the business.

Following the launch of its new values in 2022, the Company introduced its Values Awards and
employees nominated colleagues or teams who they felt exemplified customer focus, one team and
sustainable future. The Company held a celebration lunch and winners’ stories were published.

Where relevant, throughout the year, monthly meetings are held with trade unions, employee
representatives and management. Company employees participate in BDR Thermea Group’s
European Works Council and new elections were held in 2022.

The Company provides a regular flow of internal communications to the employees about the
business, including financial updates, with employees encouraged to feedback. The Company also
operates a Yammer platform (Yammer is a secure social networking tool) for employees to share
their ideas across the Company, and to develop them through conversation with colleagues across
the worldwide group.
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Employee engagement (continued)

Financial participation is further encouraged through a variety of bonus schemes which provide
employees with rewards linked to the growth and prosperity of the business. During 2022 a new
bonus scheme was introduced to cover all employees who were not members of another scheme.
Every Company employee now has an opportunity share in the success of the Company.

Employee representatives are involved in the Company'’s retirement and death benefits schemes.

The Company promotes equal treatment for all employees or potential employees and continues to
offer career opportunities without discrimination and development opportunities that are tailored to
individual requirements. Full and fair consideration is given to applications for employment from
disabled persons, having regard to their particular aptitudes and abilities. Wherever possible, the
Company has continued the employment of any person who has become disabled.

Stakeholder engagement

The Company focusses on delivering high efficiency domestic and commercial heating and hot water
solutions that meet our customers’ needs. it aims to deliver best value through its products, training,
service and technical support while promoting environmental, social and economic sustainability. In
achieving this, the Company recognises the significance of developing and maintaining effective
stakeholder engagement with customers and suppliers and advocates a collaborative approach.

As a member of the BDR Thermea Group, the Company works closely with its shareholder. BDR
Thermea Group B.V. is a global organisation operating in more than 70 countries. Wherever in the
world, business operations and relationships with stakeholders are based on the same core values
and business principles. The Company focuses on the business through sales to customers,
marketing and product development and operations. There is close co-ordination between the
Company and Group Functions in innovation and product development, while Group Functions
support and coordinate activities to exploit economies of scale.

The Company is actively working with industry bodies and the government to help shape the heating
industry of the future as the UK moves towards net zero emissions by 2050. To prepare for this, The
Company is strengthening its position - investing in our people, our processes and our infrastructure.
Our dedicated teams support our customers, providing technical help and advice, practical training,
service and maintenance, warranties and genuine parts.

The Company seeks to form trusted relationships with its suppliers. Where possible it has sought to
consolidate its supplier base to promote this. The Company has a clearly defined supplier quality
policy and undertakes supplier visits where possible.

While product sales are primarily through merchants who sell to installers providing services to end
users, the Company has created profile of its 9 key customer segments to better understand them,
their needs and how the Company can help them. To support its installers, the Company provides
training, both in relation to its own products, non-brand specific specialist courses and general
business support. Voice of customer is a key element of the Company’s new product and service
development process and customer satisfaction is measured using Net Promoter Score (NPS), one
of the Company’s KPls.

The Company is also mindful of its obligations to its two defined benefit pension schemes, the Baxi
Group Pension Scheme and the Newmond Pension Plan and the effect on the principal decisions
taken by the Company during the financial year on the pension schemes and their members.

Health and safety

The safety of its people and products is the Company’s highest priority. The Company’s safety
strategy “Safety Matters: Make time for it” includes a challenging target of zero safety-related
incidents and zero lost time injuries (LTIs) by 2025. The strategy comprises delivering a safety plan,
developing our safety systems and engaging with behaviours, all aligned to the Company’s “Grow
Together With Energy” strategic plan.
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Health and safety (continued)

There is a relentless focus on safety by embedding the right behavioural safety culture and a new
“Safety Habits” programme will be launched in 2023. The Company has set challenging safety
targets to be achieved by 2025, which are backed by specific actions. Implementation is monitored at
board level and the LTI rate forms one of the principal KPls reported by the Company. The LTI rate
reduced in 2022 to 0.14 down from 0.29 in 2021.

Sustainability

The Board recognises that heating will play a huge part in the UK and Ireland’s attempts to reduce
carbon emissions and has set stringent goals to show its commitment to providing a cleaner, greener
business for those who follow, and to make the world a better place for future generations.

In the UK, the government has already committed to a target of reducing carbon emission to net zero
by 2050 with a new target for all new heating systems installed in UK homes by 2035 to be either
using low-carbon technologies, such as electric heat pumps, or supporting new technologies like
hydrogen-ready boilers. The Company’s commitment is backed up with a pledge to become a net
zero carbon business by 2030 and by 2025, every product made by the Company in the UK will run
on low carbon energy.

The Company operates under the international environmental management system standard 1ISO
14001:2015 at key sites, each of which were certified as compliant. Through a sustained focus on
waste throughout the business the Company achieved a 20% reduction in its waste compared to its
2019 baseline. 100% of waste is recycled with landfill waste reduced to zero. The Company has
partnered with Recycling Lives to manage its waste. Recycling Lives places social value at its core
with a key focus on the rehabilitation of homeless people and working with the justice system to
support ex-offenders into full-time employment.

In accordance with its commitment to decarbonising its service business, the Company has
successfully trialled new electric and hybrid vehicles to replace its existing light commercial fleet.
Similarly, only electric and hybrid vehicles are now available to order under the new company car
policy. EV charging points are being installed at the Company’s two training centres. They are
already available at Preston and Warwick.

Streamlined Energy and Carbon Reporting

In accordance with the Companies (Directors’ report) Regulations 2018, Baxi Heating UK Limited
has prepared the following energy and carbon declaration. The data has been reported for all entities
which operate under Baxi Heating UK Limited without exclusion. Baxi Heating UK Limited is not
responsible for any energy consumption or emissions outside of the UK.

UK Greenhouse gas emissions and energy use data for the year to 315t December 2022

2022 2021
Energy consumption used to calculate emissions (kWh) 24,102,129 28,330,943
Energy consumption break down (kWh):
Natural Gas 8,394,018 10,315,943
Electricity 5,462,770 6,044,958
Diesel used for electricity generation during outages - -
Transport fuel 10,245,340 11,970,042
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Streamlined Energy and Carbon Reporting (continued)

2022 2021
Scope 1 emissions in metric tonnes COze
Natural Gas consumption 1,632 1,889
Owned transport business mileage - A 2,832
Diesel used for electricity generation during outages - -
Total Scope 1 1,532 4,721
Scope 2 emissions in metric tonnes CO2
Purchased electricity 1,052 1,284
Total gross emissions in metric tonnes CO2 5,053 6,005
Intensity ratio - Tonnes CO2e per £million(revenue) 15 17.4

Methodology used in the calculation of disclosures
The following standards are used in the calculation the above disclosures:

e 2019 HM Government Environmental Reporting Guidelines
¢ GHG Reporting Protocol — Corporate Standard
e 2022 UK Government's Conversion Factors for Company Reporting

Energy efficiency action

The Company recognises its impact on the environment and understands its responsibility to limit it,
through actions such as improving energy efficiency. We are working to reduce our Scope 1, 2 and 3
emissions and have implemented a target to become carbon neutral in our operations by 2030.

In 2022, the Warwick office was fully refurbished and careful consideration was taken to improve
energy efficiency. All new appliances, air conditioning units and lighting units were installed, reducing
scope 1 emissions. Furthermore, investment at the Preston manufacturing facility including LED
lighting improvements, motion sensors and the installation of a new turret press also contribute to
energy reduction. Whilst implementing energy efficiency improvements across our sites, we also
obtained 100% of our electricity from renewable sources, massively reducing our Scope 2 emissions.

The Company has partnered with Recycling Lives to manage its waste. Recycling Lives places
social value at its core with a key focus on the rehabilitation of homeless people and working with the
justice system to support ex-offenders into full-time employment. Recycling Lives services the
Company’s UK manufacturing site, Preston and 100% of the waste is diverted from landfill in line
with our zero non-hazardous waste to landfill target. Our remaining UK sites utilise other service
providers and at present, over 99% of all non-hazardous waste is diverted from landfill but work is
being done to align all sites to Recycling Lives and achieve our target.

In accordance with its commitment to decarbonising its service business, the Company has
successfully trialled new electric and hybrid vehicles to replace its existing light commercial fleet.
Similarly, only electric and hybrid vehicles are now available to order under the new company car
policy. EV charging points are being installed at the Company’s two training centres. They are
already available at Preston and Warwick.
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Section 172(1) statement

The Board of Directors consider that they have acted together and individually in good faith, in a
manner that would be most likely to promote the success of the Company for the benefit of its
members as a whole (“the section 172 duty”). In doing so they have had regard (amongst other
matters) to factors (a) to (e) of section 172 in the decisions made during the year ended 31
December 2022. As a wholly owned subsidiary, the directors do not consider the requirement to act
fairly between members of the company, as required by s172(1)(f) is relevant to the proper discharge
of their section 172 duty. This statement sets out how the directors have met the section 172 duty.

Business decisions

The strategic plan is supported by functional plans which are the basis for the operational and
investment budgets. In determining the annual plan, the Board focuses not only on the year ahead,
but how the plan will support delivery of its long-term vision. In its decision making, the Board
considers a range of factors including the changing operational environment, the interests of the
BDR Thermea Group, its employees, customers and suppliers. It also has regard to its values and
the need to safeguard the reputation of itself and the wider BDR Thermea Group.

The Board follows the Group’s enterprise risk management policy to identify potential risks that may
affect the Company's strategy and objectives and to manage these risks to be within risk appetite.

The Board meets with the executive leadership (ELT) monthly to monitor business performance
against the strategy, review risks and take decisions. All business activities have an ELT lead,
ensuring that the impact of decisions on all parts of the business are considered.

Employees’ interests

The Board recognises that its success is entirely dependent on its employees. In 2022 it has
continued to focus on talent recruitment, succession pianning and restructuring to ensure the
business is aligned for future growth. The recruitment function has been centralized with the creation
of a team for talent acquisition.

A learning and development strategy has been established and rolled out, including leadership
development, air source heart pump education and a programme to embed the new values.

A new wellbeing strategy (BWell) was introduced in 2022, following the IIP Silver Award for
Wellbeing in late 2021, work is now underway to achieve the |IP Gold Award. A new Bereavement
Policy has been introduced and an Employee Service Recognition Policy is in the final stages of
development.

Following the achievement of the IIP “We Invest in People” Silver Award, a plan to achieve the Gold
Award in three years is under development.

An employee bonus scheme was rolled out to all employees who were not previously participating in
a scheme as part of the overall reward strategy. The Company has invested in its Warwick office to
improve the quality of the workspace and reduce the carbon footprint and refurbishment at the
Preston site is ongoing.

The Company has established procedures in place to ensure that the impact on employees of key
business decisions is considered and any appropriate action taken. People issues are a standing
item on the agenda of the monthly Board and executive team meetings.

Further detail on how the Company engages with and considers the interest of its employees is set
out on page 3 and 4 of the Strategic Report.

Business relationships with other stakeholders

The Company advocates a collaborative approach when working with its suppliers and customers.
The Directors continually monitor and review the Company’s main stakeholder groups and the
existing channels of engagement with each to ensure that their views are understood and can be
considered in decision making.
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Business relationships with other stakeholders (continued)

Key stakeholders identified include employees, customers, suppliers, other members of the BDR
Thermea Group and the Company’s pension schemes (and their beneficiaries). Further detail on
how the Company fosters good business relationships with its stakeholders are set out on page 4 of
the Strategic Report.

Impact on community and environment

Directors also consider the impact of the Company’s activities on the communities in which it
operates. There is real concern around the lack of new talent entering the heating engineering and
manufacturing sector, which could put at risk ambitious targets to reduce greenhouse gas emissions.
The Company believes apprenticeships, either with manufacturers or through the network of heating
engineers in the UK, is critical to meeting net zero and is working with government, industry, and
charities to explain to school leavers and others how apprenticeships can offer attractive wages and
opportunities to develop into long, rewarding careers. The Company also recognizes that it is
important to drive interest in engineering at an early age and is supporting Primary Engineer, a
project that gives teachers the skills and equipment to run fun and engaging engineering classes for
their pupils, with the hope that they will be inspired to pursue a career in engineering later on.

Any local issues arising from the Company’s operations, such as neighbours’ complaints, are
recorded by the Safety, Health and Environment Team and reported to the monthly ELT.

Further details as to how the Company considers its impact on the environment are set our earlier in
the Strategic Report on pages 5-6.

Maintaining a reputation for high standards of business conduct

The Board of Directors is determined to behave responsibly towards all stakeholders and ensure that
management operate the business in a responsible manner, operating within the high standards of
business conduct and good governance expected whilst delivering the Company’s mission, vision
and values.

As a member of the BDR Thermea Group, the Company operates a Code of Conduct that sets out
minimum standards of behaviour expected from all employees that are consistent with the group’s
shared core values and safeguard the group’s good reputation worldwide. The Board promotes
ethical conduct as integral to being a sustainable business; promoting transparency and integrity to
build trusted relationships with stakeholders.

The Company’s values underpin everything the Company does; the way the Company and its
employees behave, how the Company works with its stakeholders and the pride it takes in its
products and services.

Key decisions made in the year
There were no key decisions made during the year.
Future developments

The Company’s vision is to lead the market in smart and sustainable heating solutions. The UK
Government has set legally binding targets to achieve net zero greenhouse gas emissions by 2050,
with a further commitment to cut emissions by 78% compared to 1990 levels by 2035. Heat for
buildings accounts for about 30% of the UK's total emissions and achieving net zero will require a
step change in the ways that homes, commercial premises and public buildings are heated. The
timeline for the phasing out of gas boilers has been published and low carbon heating is being
incentivised; the energy transition is already happening. The Company is part of a group which
continually invests in product innovation and research and development.
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In line with technological and sustainability developments the group continues to invest in low carbon
heating and hot water solutions including heat pumps, heat networks and hydrogen solutions in
addition to its existing product portfolio. The Company sees the quality of its employees as the key to
its success and future sustainability and will continue to invest in staff retention and development.

Approved by the board of directors and signed on its behalf by:

S Oliver
Director
21 April 2023
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The directors present their annual report and the audited financial statements of the Company for the
year ended 31 December 2022.

Company registered number
The Company’s registered number is 03879156.
Directors

The directors of the company who were in office during the year and up to the date of signing the
financial statements were:

S Oliver
K Boswell

Directors’ indemnities

The Company purchased and maintained throughout the financial year and up to the date of this
report a qualifying third-party indemnity provision in respect of itself and its directors. In addition, the
Company purchased and maintained throughout the financial year and up to the date of this report a
qualifying pension scheme indemnity provision.

Dividends and results

The profit for the financial year for the Company is £42,581 (2021: £34,458). During the current and
prior year, no dividends were paid or proposed.

Going concern

The Company’s business activities, together with the factors likely to affect its future development,
performance, risks and uncertainties and financial position are set out in the Strategic report on
pages 1 - 9. These have been reviewed in conjunction with the Company'’s financial resources
alongside its relationships with a number of customers and suppliers across different geographic
areas.

Based on the Company’s cashflow forecasts and future profit projections the directors have a
reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future, despite the uncertainties of the current economic environment.
Thus, the directors continue to adopt the going concern basis in preparing the annual report and
financial statements.

Future developments
These are included on pages 8 - 9 in the Strategic report.
Employee engagement

The Company'’s policies on employees and employee engagement are disclosed in the Strategic
report on pages 3 - 4.

Statement of engagement with suppliers, customers and others in a business relationship with
the company .

Details of how the Company recognises the significance of developing and maintaining éffective
stakeholder engagement with customers and suppliers, whilst ensuring the needs of other
stakeholders are met, are set out in the Strategic Report on page 4.

Financial Risk Management

The Company’s policies on risk management are disclosed in the Strategic report on pages 2 - 3.

10
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Research and development

Research and development is a BDR Thermea group function, allowing economies of scale to be
optimised. BDR Thermea Group is committed fostering a culture of quality and innovation in the
products offered by all group companies, recognising that its future competitive advantage depends
on its ability to develop new products that fulfil the future needs of its customers, are cost-competitive
and reliable.

The Company continues to invest in product innovation and quality. Expenditure on research and
development is charged to the profit and loss account in the year in which it is incurred.

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulation.

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

Under company law, directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that period. In preparing the financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

e state whether applicable United Kingdom Accounting Standards, comprising FRS 102 have
been followed, subject to any material departures disclosed and explained in the financial
statements;

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

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

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

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

Directors’ confirmations

In the case of each director in office at the date the Directors’ report is approved:

e so far as the director is aware, there is no relevant audit information of which the company’s
auditors are unaware; and

o they have taken all the steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the company’s
auditors are aware of that information.

11



Baxi Heating UK Limited

Directors’ report
for the year ended 31 December 2022 (continued)

Independent Auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office.
Appropriate arrangements have been put in place for them to be deemed reappointed as auditors in
the absence of an Annual General Meeting.

Approved by the board of directors and signed on its behalf by:

SO

S Oliver
Director
21 April 2023

12
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Independent auditors’ report to the members of Baxi Heating
UK Limited

Report on the audit of the financial statements
Opinion

In our opinion, Baxi Heating UK Limited’s financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2022 and of its
profit for the year then ended;

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

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual report and financial statements
(the "Annual Report”), which comprise: the Balance sheet as at 31 December 2022; the Profit and loss
account, the Statement of comprehensive income and the Statement of changes in equity for the year
then ended; and the notes to the financial statements, which include a description of the significant
accounting policies.

Basis for opinion

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

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant
to our audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the company’s ability
to continue as a going concern for a period of at least twelve months from when the financial statements
are authorised for issue.

In auditing the financial statements, we have conciuded that the directors’ use of the going concern
basis of accounting in the preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a
guarantee as to the company's ability to continue as a going concern.

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

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial
statements and our auditors’ report thereon. The directors are responsible for the other information.
Our opinion on the financial statements does not cover the other information and, accordingly, we do
not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any form
of assurance thereon.
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Baxi Heating UK Limited

Independent auditors’ report to the members of Baxi Heating UK
Limited (continued)

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 an apparent material inconsistency or material misstatement, we are required to perform
procedures to conclude whether there is a material misstatement of 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 based on these responsibilities.

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

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to
report certain opinions and matters as described below.

Strategic report and Directors’ report

In our opinion, based on the work undertaken in the course of the audit, the information given in the
Strategic report and Directors' report for the year ended 31 December 2022 is consistent with the
financial statements and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we did not identify any material misstatements in the Strategic report and Directors' report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

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

In preparing the financial statements, the directors are responsible for assessing the 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 company or to
cease operations, or have no realistic alternative but to do so.

Auditors’ 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 auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with 1ISAs (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.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect
of irregularities, including fraud. The extent to which our procedures are capable of detecting
irregularities, including fraud, is detailed below.
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Baxi Heating UK Limited

Independent auditors’ report to the members of Baxi Heating UK
Limited (continued)

Based on our understanding of the company and industry, we identified that the principal risks of non-
compliance with laws and regulations related to environmental legislation, and we considered the
extent to which non-compliance might have a material effect on the financial statements. We also
considered those laws and regulations that have a direct impact on the financial statements such as
Companies Act 2006 and UK taxation legislation. We evaluated management’s incentives and
opportunities for fraudulent manipulation of the financial statements (including the risk of override of
controls), and determined that the principal risks were related to the posting of inappropriate journal
entries and management bias in account estimates. Audit procedures performed by the engagement
team included:

¢ Inquiries of management and reviewing minutes of meetings of those charged with governance
regarding any known or suspected instances of fraud or non-compliance with laws and regulations;

» Reviewing financial statement disclosures and testing to supporting documentation to assess
compliance with applicable laws and regulations;

¢ Challenging assumptions and judgements made by management in their accounting estimates; and

e Testing of journal entries posted with higher risk or unusual account combinations.

There are inherent limitations in the audit procedures described above. We are less likely to become
aware of instances of non-compliance with laws and regulations that are not closely related to events
and transactions reflected in the financial statements. Also, the risk of not detecting a material
misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may
involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through
collusion.

A further description of our responsibilities for the audit of the financial statements is located on the
FRC’s website at: www .frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’
report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a
body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose.
We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any
other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing.

Other required reporting
Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

e we have not obtained all the information and explanations we require for our audit; or

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

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

+ the financial statements are not in agreement with the accounting records and returns.
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Baxi Heating UK Limited

Independent auditors’ report to the members of Baxi Heating UK
Limited (continued)

We have no exceptions to report arising from this responsibility.

Alex Smith (Senior Statutory Auditor)

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

21 April 2023
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Baxi Heating UK Limited

Profit and loss account
for the year ended 31 December 2022

2022 2021

Note £000 £000

Turnover 5 346,950 342,277
Cost of sales (214,153) (211,662)
Gross profit 132,797 130,615
Distribution costs (25,137) (25,907)
Administrative expenses (61,844) (64,363)
Operating profit : 6 45,816 40,345
Interest receivable and similar income 10 8,443 3,191
Interest payable and similar expenses 11 (68) (96)
Profit before taxation 54,191 43,440
Tax on profit 12 (11,610) (8,982)
Profit for the financial year 42,581 34,458

The current and prior year results relate to continuing operations.
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Baxi Heating UK Limited

Statement of comprehensive income
for the year ended 31 December 2022

2022 2021

Note £°000 £000

Profit for the financial year 42,581 . 34,458
Remeasurements of net defined benefit obligation 21 600 800
Total tax on components and other comprehensive income 12 15 94
Other comprehensive income 615 894
Total comprehensive income for the financial year 43,196 35,352
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Baxi Heating UK Limited

Balance sheet
as at 31 December 2022

2022 2021
Note £000 £'000
Fixed assets
Intangible assets 13 10,054 13,326
Tangible assets 14 25,483 24,104
Investments ) 15 2,313 2,313
37,850 39,743
Current assets
Stocks 16 41,257 35,431
Debtors: amounts falling due within one year 17 65,312 55,967
Debtors: amounts falling due after more than one year 17 421,966 434,296
Cash at bank and in hand 79,040 40,620
607,575 566,314
Creditors: amounts falling due within one year 18 (141,939) (137,846)
Net current assets ' 465,636 428,468
Total assets less current liabilities ’ 503,486 468,211
Provisions for liabilities 19 (29,797) (23,018)
Post-employment benefits 21 19,500 4,800
Net assets 493,189 449,993
Capital and reserves
Called-up share capital 22 200,000 200,000
Retained earnings 293,189 249,993
Total equity 493,189 449,993

The notes on pages 21 to 43 are an integral part of these financial statements.

The financial statements on pages 17 to 43, were approved for issue by the Board of Directors on
21 April 2023. They were signed on its behalf by:

S Oliver
Director

Baxi Heating UK Limited
Registered number 03879156
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Baxi Heating UK Limited

Statement of changes in equity
for the year ended 31 December 2022

Called-up Retained Total

czg?t:; earnings equity

£000 £000 £000

Balance at 1 January 2021 200,000 214,641 ‘ 414,641
Profit for the financial year - 34,458 34,458
Other comprehensive income for the financial year - 894 894
Total comprehensive income for the financial year - 35,352 35,352
At 31 December 2021 200,000 249,993 449,993
Balance at 1 January 2022 200,000 249,993 449,993
Profit for the financial year - 42,581 42,581
Other comprehensive income for the financial year - 615 615
Total comprehensive income for the financial year - 43,196 43,196
At 31 December 2022 200,000 293,189 493,189

20



Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022

1 General information

Baxi Heating UK Limited (‘the Company’) is a private Company, limited by shares and is incorporated
in the United Kingdom and registered in England under the Companies Act. The address of the
registered office is Brooks House, Coventry Road, Warwick, CV34 4LL. The nature of the Company’s
operations and its principal activities are set out in the Strategic report on page 1.

2 Statement of compliance

The financial statements of Baxi Heating UK Limited have been prepared in compliance with United
Kingdom Accounting Standards, including Financial Reporting Standard 102, “The Financial
Reporting Standard applicable in the United Kingdom and the Republic of Ireland” (FRS 102) and the
Companies Act 2006.

3 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unfess otherwise
stated.

Basis of preparation

The financial statements have been prepared under the historical cost convention, and in accordance
with Financial Reporting Standard 102 (“FRS 102”) issued by the Financial Reporting Council and the
Companies Act 2006.

The preparation of financial statements requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Group and
Company accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the financial statements, are disclosed in
note 4.

Going concern

The Company’s business activities, together with the factors likely to affect its future development,
performance, risks and uncertainties and financial position are set out in the Strategic report on pages
1 - 8. These have been reviewed in conjunction with the Company’s financial resources alongside its
relationships with a number of customers and suppliers across different geographic areas.

Based on the Company'’s cashflow forecasts and future profit projections the directors have a
reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future, despite the uncertainties of the current economic environment.
Thus, the directors continue to adopt the going concern basis in preparing the annual report and
financial statements.

Exemptions for qualifying entities under FRS 102

The Company has taken advantage of the exemption, under FRS 102 paragraph 1.12, from preparing
a statement of cash flows, some financial instrument disclosures and the non-disclosure of key
management personnel compensation on the basis that it is a qualifying entity. The aforementioned
information is included in the consolidated financial statements of the ultimate parent entity. The
Company has also taken advantage of its exemption in FRS 102, with respect to related party
transactions with companies that fall within a 100% owned group.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

3 Summary of significant accounting policies (continued)
Consolidated financial statements

At 31 December 2022, the Company is a wholly owned subsidiary of Remeha Group B.V., registered
office Kanaal Zuid 106, 7332 BD Apeldoorn. The Company is included in the consolidated financial
statements of Remeha Group B.V., which are publicly available. Copies of the Remeha Group B.V.
consolidated financial statements are available via the website www.kvk.nl of the Chamber of
Commerce in The Netherlands. Therefore the Company is exempt by virtue of section 400 of the
Companies Act 2006 from the requirement to prepare consolidated financial statements.

These financial statements are the Company’s separate financial statements.
Intangible fixed assets - goodwill

Goodwill arising on the acquisition of subsidiary undertakings and businesses, representing any
excess of the fair value of the consideration given over the fair value of the identifiable assets and
liabilities acquired is capitalised and written off on a straight line basis over its useful economic life.
Provision is made for any impairment.

Goodwill is amortised on a straight line basis over the estimated useful life. Where it is not possible to
determine a useful life, the goodwill is amortised over 10 years.

The assets are reviewed for impairment if there are factors indicating that the carrying amount may be
impaired.

Amortisation is charged so as to allocate the cost of intangibles less their residual values over their
estimated useful lives, using the straight-line method. Software development assets are amortised
over 3 to 5 years.

Intangible fixed assets - software

Intangible assets are measured at cost less accumulated amortisation and any accumulated
impairment losses. Software development costs are recognised as an intangible asset when all of the
following criteria are demonstrated:

- The technical feasibility of completing the software so that it will be available for use or sale.
- The intention to complete the software and use or sell it.

- The ability to use the software or to sell it. ,

- How the software will generate probable future economic benefits.

- The availability of adequate technical, financial and other resources to complete the development
and to use or sell the software.

- The ability to measure If there is an indication that there has been a significant change in
amortisation rate or residual value of an asset, the amortisation of that asset is revised prospectively
to reflect the new expectations.

The assets are reviewed for impairment if there are factors indicating that the carrying amount may be
impaired.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

3 Summary of significant accounting policies (continued)
Tangible fixed assets

Tangible fixed assets are carried at historical cost less depreciation and any provision for impairment.
Cost includes the original purchase price of the asset and the costs attributable to bringing the asset
to its working condition for its intended use. Depreciation is provided by the Company to write off the
cost, less estimated residual value of the assets on a straight-line basis over their estimated useful
economic lives as follows:

Leasehold land and buildings expected useful life or, where shorter, the term of related lease.
Plant and equipment 3-10 years

Depreciation is provided from the date an asset comes into use. Freehold land and assets under
construction are not depreciated.

Residual values are reviewed, and adjusted, if appropriate, at the end of each reporting period. The
effect of any change is accounted for prospectively.

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On
disposal, the difference between the net disposal proceeds and the carrying amount is recognised in
profit or loss.

Investments
Investments in subsidiaries are held at cost less any provision for impairment.
Impairment of assets

At each reporting date fixed assets are reviewed to determine whether there is any indication that
those assets have suffered an impairment loss. If there is an indication of possible impairment, the
recoverable amount of any affected asset is estimated and compared with its carrying amount. If
estimated recoverable amount is lower, the carrying amount is reduced to its estimated recoverable
amount, and an impairment loss is recognised immediately in profit or loss. If an impairment loss
subsequently reverses, the carrying amount of the asset is increased to the revised estimate of its
recoverable amount, but not in excess of the amount that would have been determined had no
impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.

Stocks

Stocks are valued at the lower of cost and net realisable value. Cost is valued on a FIFO (first-in, first-
out) method and includes attributable overheads where appropriate. Net realisable value is the
estimated selling price reduced by all costs of completion, marketing, selling and distribution. Where
necessary, provisions are made for obsolete and slow moving stocks.

Functional currency

The financial statements are presented in pound sterling and rounded to thousands. The Company’s
functional currency is the pound sterling. Foreign currency transactions are translated into the
functional currency using the spot exchange rates at the date of the transactions. The functional
currency of the Company is considered to be pounds sterling because that is the currency of the
primary economic environment in which the Company operates.

Foreign currencies

Assets and liabilities denominated in overseas currencies are translated into sterling at the rate ruling
at the balance sheet date. All exchange differences are dealt with in the profit and loss account.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

3 Summary of significant accounting policies (continued)
Financial instruments

The Company has chosen to adopt the Sections 11 and 12 of FRS 102 in respect of financial
instruments.

i. Financial assets

Basic financial assets, including trade, other receivables, amounts owed from group undertakings and
cash and bank balances, are initially recognised at transaction price, unless the arrangement
constitutes a financing transaction, where the transaction is measured at the present vaiue of the
future receipts discounted at a market rate of interest. Such assets are subsequently carried at
amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for
objective evidence of impairment. If an asset is impaired the impairment loss is the difference
between the carrying amount and the present value of the estimated cash flows discounted at the
asset’s original effective interest rate. The impairment loss is recognised in profit or loss.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of the ownership of the asset are
transferred to another party or (c) despite having retained some significant risks and rewards of
ownership, control of the asset has been transferred to another party who has the practical ability to
unilaterally sell the asset to an unrelated third party without imposing additional restrictions.

ii. Financial liabilities

Basic financial liabilities, including trade and other payables and loans from fellow Group companies,
are initially recognised at transaction price, unless the arrangement constitutes a financing
transaction, where the debt instrument is measured at the present value of the future receipts

discounted at a market rate of interest. Financial liabilities are subsequently measured at amortised
cost.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.
Taxation

Taxation expense for the period comprises current and deferred tax recognised in the reporting period.
Tax is recognised in the profit and loss account, except to the extent that it relates to items recognised
in other comprehensive income or directly in equity. In this case tax is also recognised in other
comprehensive income or directly in equity respectively.

Current or deferred taxation assets and liabilities are not discounted.

(i) Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior
years. Tax is calculated on the basis of tax rates and laws that have been enacted or substantively
enacted by the period end.

Management periodically evaluates positions taken in tax returns with respect to situations in which

applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

3 Summary of significant accounting policies (continued)
Taxation (continued)

(i) Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from the
inclusion of income and expenses in tax assessments in periods different from those in which they are
recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions.
Unrelieved tax losses and other deferred tax assets are only recognised when it is probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted
by the period end and that are expected to apply to the reversal of the timing difference.

Employee benefits

The Company provides a range of benefits to employees, including annual bonus arrangements, paid
holiday arrangements and defined benefit and defined contribution pension plans. Short term
benefits, including holiday pay and other similar non-monetary benefits, are recognised as an
expense in the period in which the service is received.

Pension costs

The Company operates a Group pension scheme which consists of defined benefit and defined
contribution sections. The assets of the plan are held in a separate Trustee administered fund. The
Defined Contribution Section only, on meeting the entry requirements of the Scheme, is open to all
employees of the Company. The Defined Benefit Section is closed to new members except for certain
members of the Defined Contribution Section who retain an option to join the Defined Benefit Section.

For the defined benefit schemes, the actuarial valuations are obtained at least triennially and are
updated at each balance sheet date. The resulting defined benefit asset or liability is presented
separately after other net assets on the face of the balance sheet.

The cost of providing benefits under the defined benefit plans is determined separately for each plan
using the projected unit credit method, which attributes entitlement to benefits to the current period (to
determine current service cost) and to the current and prior periods (to determine the present value of
defined benefit obligations) and is based on actuarial advice. When a settlement or a curtailment
occur the change in the present value of the scheme liabilities and the fair value of the plan assets
reflects the gain or loss which is recognised in the income statement during the period in which it
occurs.

The net interest element is determined by multiplying the net defined benefit liability by the discount
rate, at the start of the period taking into account any changes in the net defined benefit liability during
the period as a result of contribution and benefit payments and then adjusted for the impact of any
special events (if any). The net interest is recognised in profit or loss as interest payable.

Re-measurements, including actuarial gains and losses, are recognised immediately in other
comprehensive income in the period in which they occur. Re-measurements are not reclassified to
profit and loss in subsequent periods.

A surplus is recognised where the scheme rules provide that on termination of the scheme any
surplus is returned to the Company.

For defined contribution schemes the amount charged to the profit and loss account in respect of
pension costs and other post-retirement benefits is the contributions payable in the year. Differences
between contributions payable in the year and contributions actually paid are shown as either
accruals or prepayments in the balance sheet.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

3 Summary of significant accounting policies (continued)
Turnover

Turnover is the invoiced value of goods and services supplied, net of rebates and credit notes. It
excludes Value Added Tax and similar sales based taxes. Turnover from the sale of goods is
recognised when the goods are despatched. Service and repair related revenue is recognised on
completion of the work.

Cash

Cash and cash equivalents include cash in hand and bank overdrafts. Bank overdrafts, when
applicable, are shown within borrowings in current liabilities.

Operating leases

Operating lease rentals are charged against profit on a straight line basis over the term of the lease.
Benefits received and receivable as an incentive to sign an operating lease are similarly spread on a
straight-line basis over the lease term.

Provisions

Provisions are made for obligations of uncertain timing or amounts arising from a past event, where a
reliable estimate can be made of the probable cost. Provision is made for the estimated liability
relating to products sold which are still under warranty and is calculated based on historic claims
information.

Contingencies
Contingent liabilities are not recognised. Contingent liabilities arise as a result of past events when

(i) it is not probable that there will be an outflow of resources or that the amount cannot be reliably
measured at the reporting date or

(i) when the existence will be confirmed by the occurrence or non-occurrence of uncertain future
events not wholly within the Company’s control: Contingent liabilities are disclosed in the financial
statements unless the probability of an outflow of resources is remote.

Exceptional items

The Company classifies certain one-off charges or credits that have a material impact on the
Company's financial results as ‘exceptional items’. These are disclosed separately to provide further
understanding of the financial performance of the Company.

4 Critical accounting judgements and estimation uncertainty

In the application of the Group's accounting policies, which are described in note 3, 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 underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods. There are no significant judgements made in applying the Company’s
accounting policies.

Critical accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions
that are considered to have a potential risk of causing a material adjustment to the carrying amount of
assets and liabilities within the next financial year are addressed below.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

4 Critical accounting judgements and estimation uncertainty (continued)

i Defined benefit pension scheme

The cost of defined benefit pension plans are determined using actuarial valuations. The actuarial
valuation involves making assumptions about discount rates, future salary increases, mortality rates
and future pension increases. Due to the complexity of the valuation, the underlying assumptions and

the long term nature of these plans, such estimates are subject to significant uncertainty.

Management estimates these factors in determining the net pension obligation in the balance sheet

using assumptions that reflect historical experience and current trends. See note 21 for the

disclosures relating to the defined benefit pension scheme.

ii. Warranty provisions

The Company offers a range of warranties on its products and as a result recognises a warranty
provision to reflect the estimated future cost. When calculating the provision, management considers
the guarantee period for each product, the historical claims information and the level of sales. See

note 19 for details of the warranty provision.

5 Turnover

Turnover and profit before taxation are all attributable to the Company’s principal activity.

An analysis of turnover, all of which originates in the UK, by geographical destination is as follows:

2022 2021
£000 £000
United Kingdom 337,359 334,811
European Union 7,783 6,067
Other 1,808 1,399
346,950 342,277

An analysis of turnover by class of business is as follows:
2022 2021
£'000 £000
Goods supplied 307,216 303,457
Services supplied 39,734 38,820
346,950 342,277
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Baxi Heating UK Limited

N

for the year ended 31 December 2022 (continued)

6

otes to the financial statements

Operating profit

Operating profit is stated after charging/{crediting):

2022 2021

£000 £000
Fees payable to the Company’s auditors for:
- the audit of the Company’s financial statements 209 237
- the audit of the Company’s associated companies 24 20
- tax advisory services 42 39
- other non-audit services 168 35
Amortisation of intangible fixed assets (note 13) 2,779 2,143
Depreciation (note 14) 4,006 3,343
Stocks recognised as an expense 168,080 181,616
(Reversal of impairment) / Impairment of debtors (88) 25
Impairment of stocks 1,637 1,068
Research and development 2,991 2,907
Management service charges 32,135 31,963
Foreign exchange gain (3,395) (396)
Operating lease rentals — [and and buildings 1,205 1,512
Operating lease rentals — plant and machinery 3,362 3,597

28



Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

7 Directors’ emoluments

2022 2021

£'000 £000

Aggregate emoluments 841 1,132
841 1,132

During the year one (2021: one) of the directors accrued retirement benefits under a defined benefit
scheme. No directors (2021: none) were members of defined contribution schemes.

All directors are accruing benefits under a long-term incentive scheme.

2022 2021
£000 | £000

Highest paid director
Aégregate emoluments 457 601
457 601

8 Employee information

The average monthly number of persons employed by the Company (including executive directors)
during the year, analysed by activity, was as follows:

2022 2021

Number Number

Production 379 341
Distribution 342 367
Administration 481 462
1,202 1,170
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

9 Employee costs

Aggregate payroll costs for the persons included in note 8 were:

. 2022 2021
£000 £'000
Wages and salaries 47,402 46,396
Social security costs 5,713 4,730

Other pension costs:
Defined benefit pension current year service cost (note 21) 2,100 2,600
Defined contribution pension costs (note 21) 3,033 2,617
58,248 56,343

10 Interest receivable and similar income
2022 2021
£000 £'000
Group interest receivable 8,243 3,191
Net interest receivable on post-employment benefits (note 21) 200 -
8,443 3,191
11 Interest payable and similar expenses

2022 2021
£°000 £000
External interest payable 68 96
Net interest expense on post-employment benefits (note 21) - -
68 96
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Baxi Heating UK Limited

Notes to the financial statements

for the year ended 31 December 2022 (continued)

12

Tax on profit

(a) Tax charge included in profit and loss account

2022 2021
£'000 £'000
Current taxation:
United Kingdom corporation tax on profit for the year 6,854 4,580
Adjustments in respect of prior periods 62 (4)
Current tax charge for the year 6,916 4,576
Deferred taxation:
Origination and reversal of timing differences 841 841
Adjustments in respect of prior periods (77) 63
impact of change in tax rate 64 237
Pension liability movement 3,866 3,265
Total deferred tax (note 17 and 19) 4,694 4,406
Tax charge on profit 11,610 8,982
(b) Tax credit included in other comprehensive income
2022 2021
£000 £'000
Deferred taxation:
Origination and reversal of timing differences 150 171
impact of tax rate change (165) (265)
Total tax credit included in other comprehensive income (15) (94)
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

12 Tax on profit (continued)

(c) Reconciliation of tax charge

The tax charge for the year is higher (2021: higher) than the standard rate of corporation tax in the UK

of 19% (2021: 19%). The differences are shown below:

2022 2021
£000 £'000
Profit before taxation 54,191 43,440
Profit before taxation multiplied by the standard rate of corporation tax in 10.296 8,254
the UK of 19% (2021: 19%) ’
Effects of:
Expeﬁses not deductible for tax purposes : 337 432
Re-measurement of deferred tax — change in UK tax rate 992 237
Adjustments in respect of prior periods — deferred tax (77) 63
Adjustments in respect of prior periods — current tax 62 4)
Tax charge for the year 11,610 8,982

Tax rate changes
In the Budget 2020, the government announced that the corporation tax main rate (for all profits

except ring fence profits) for the years starting 1 April 2020 and 2021 would remain at 19%. In the
Spring Budget 2021, the UK Government announced that from 1 April 2023 the corporation tax rate
would increase to 25% (rather than remaining at 19%, as previously enacted). This new law was
substantively enacted on 24 May 2021. In the Autumn Statement in November 2022, the government

confirmed the increase in corporation tax rate to 25% from April 2023 will go ahead.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

13 Intangible assets

Goodwill Software Total
£000 £°000 £000

Cost at 1 January 2022 158,197 20,269 178,466
Additions - 696 696
Disposals - (1,190) (1,190)
Cost at 31 December 2022 158,197 19,776 177,973
Accumulated Amortisation
At 1 January 2022 157,258 7,882 165,140
Charge for the year 390 2,389 2,779
Impairment - 1,190 1,190
Disposals _ - (1,190) (1,190)
At 31 December 2022 157,648 10,271 167,919
Net book amount
At 31 December 2022 549 9,505 10,054
At 31 December 2021 939 12,387 13,326

In 2017, the Company acquired the entire ordinary shareholding in Packaged Plant Solutions Limited
which resulted in additions to goodwill of £1,680,000. This was being amortised on a straight-line
basis over 10 years, however during the year the life of goodwill was reassessed and at 31 December
2022 the remaining useful life is 1 year. At 31 December 2022 the net book value of £549,000, (2021:
£939,000).

The 2022 carrying value includes a net book value amount of £2,153,000 (2021: £3,876,000) relating
to internally generated software investments, which include capitalised expenditures for the
development of the Apollo programme. This programme aims at standardisation and optimisation of
business processes via the implementation of an ERP system for several main companies of the
Group to which this Company belongs. Costs relating to the ERP system are being amortised from
the date of implementation over a 5 year period.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

14 Tangible assets

Leasehold Piant and Total
land and equipment
buildings
£000 £°000 £°000
Cost |
At 1 January 2022 12,276 51,184 63,460
Additions - 5,451 5,451
Reclassification 422 (422) -
Disposals (50) (1,894) (1,944)
At 31 December 2022 12,648 54,319 66,967
Accumulated depreciation
At 1 January 2022 5,460 33,896 39,356
Charge for the year 555 3,451 4,006
Disposals (50) (1,828) (1,878)
At 31 December 2022 : 5,965 35,519 41,484
Net book value |
At 31 December 2022 6,683 18,800 25,483

At 31 December 2021 6,816 17,288 24,104
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Baxi Heating UK Limited

Notes to the financial statements

for the year ended 31 December 2022 (continued)

15 Investments

Shares in
group
undertakings
£°000

Cost and net book value
At 1 January 2022 2,313
2,313

At 31 December 2022

The directors consider the value of the investments to be supported by the higher of net realisable

value or future cash flows.

Details of the subsidiaries of the Company for 2022 and 2021 are as follows:

Company Registered office Type of Holding  Activity
shares held %
Potterton Myson (Ireland)  Unit F6 Calmount Business Ordinary 100 Distribution
Limited Park, Calmount Road,
Ballymount, Dublin, D12
Y923. Republic of Ireland
Packaged Plant Solutions  Brooks House, Coventry Ordinary 100 Dormant
Limited Road, Warwick, CV34 4LL
16 Stocks
2022 2021
£'000 £'000
Raw materials and consumables 20,564 17,512
Work in progress 30 107
Finished goods and goods for resale 20,663 17,812
41,257 35,431

Stocks are stated after provision for impairment of £6,361,000 (2021: £4,972,000).

The directors do not consider the replacement costs of stocks to be significantly different to their

carrying values stated above.
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otes to the financial statements
for the year ended 31 December 2022 (continued)
17 Debtors
2022 2021
£'000 £'000
Amounts falling due within one year
Trade debtors 39,178 49,247
Amounts owed by group undertakings 22,065 3,079
Other debtors 703 883
Deferred tax asset - 72
Corporation tax debtor - 282
Prepayments and accrued income 3,366 2,404
65,312 55,967
Amounts falling due after more than one year:
Amounts owed by group undertakings 421,966 434,296
421,966 434,296
Total Debtors 487,278 490,263

Trade debtors are stated after provision for impairment of £109,000 (2021: £190,000).

Amounts owed by group undertakings falling due within one year are unsecured, repayable on
demand and are not interest bearing.

Amounts owed by group undertakings falling due after more than one year relate to group loans
These amounts unsecured and repayable in over five years. Interest is payable on group loans at a
rate of between 0.7% to 0.8% (2021: between 0.7% and 0.8%) above SONIA (Sterling Overnight
Index Average) or equivalent rate.

A
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

17 Debtors (continued)

Deferred tax asset 2022 2021
£000 £'000
The deferred tax asset consists of the following:
Excess of depreciation over capital allowances - 131
Short term timing differences - 965
Deferred tax liability on pension scheme net asset - (1,024)
- 72
£'000
At 1 January 2022 72
Charge to profit and loss account .
Transfer to deferred tax liability (72)

At 31 December 2022

Deferred tax assets and liabilities are measured at tax rates that are enacted or substantively enacted
at the balance sheet date. The directors are satisfied that the Company will make sufficient future

taxable profits to support the recognition of the deferred tax asset.
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Baxi Heating UK Limited

Notes to the financial statements A
for the year ended 31 December 2022 (continued)

18 Creditors: amounts falling due within one year

2022 2021

£'000 £000

Trade creditors 53,173 43,342
Amounts owed to group undertakings 30,177 27,764
Corporation tax 677 -
Other creditors 2,270 3,293
Other taxation and social security 10,875 11,373
Accruals and deferred income 44,767 52,074
141,939 137,846

Amounts owed to group undertakings relate to group loans. These amounts are unsecured, repayable
on demand and are not interest bearing.

19 Provisions for liabilities

Re- Warranty Other Deferred Total
organisation Tax

£000 £000 £000 £°000 £000
At 1 January 2022 9,793 12,485 740 - 23,018
Transfer in - - - (72) (72)
Charged/(released) to profit
and loss account 63 11,838 . (63) 4,694 16,532
Credit statement of other
comprehensive income ) ) ) (15) (15)
Utilised (539) (8,863) (264) - (9,666)
At 31 December 2022 9,317 15,460 413 4,607 29,797

The warranty provision is to cover potential liabilities relating to products sold and is dependent on
guarantee periods on individual products. The provision has been recognised based on historic
claims information and the level of sales and is expected to be utilised no later than ten years.

Other provisions include provisions for Insurance claims which are expected to be settled within one
year and employer liability claims which are expected to be utilised within five years.
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

19 Provisions for liabilities (continued)

The reorganisation provision relates to the costs associated with the closure of its Norwich site and
the consolidation of activities into other existing Baxi Heating UK Limited sites, including
redundancies, dilapidations, property provisions and onerous lease costs. It is expected to be utilised
within 25 years and has been discounted.

The effect of discounting on Warranty and other provisions is not material.

The provision for deferred tax has been transferred in from debtors and consists of the following
deferred tax liabilities

Deferred tax liability 2022 2021

£'000 £000

The deferred tax asset consists of the following:

Excess of depreciation over capital allowances ’ 984
Short term timing differences (1,252)
Deferred tax liability on pension scheme net asset . 4,875

4,607

The net deferred tax liability expected to reverse in 2023 is £179,000. This primarily relates to the
reversal of timing differences on acquired intangible and tangible assets and capital allowances
through depreciation and amortisation, offset by expected tax deductions when payments are made
to utilise provisions.

20 Financial commitments

At 31 December 2022, the Company had the following minimum lease commitments under non-
cancellable operating leases expiring as follows:

2022 2021

Land and Other plant Land and  Other plant

buildings and buildings and

machinery machinery

Amount due £000 £000 £000 £000

No later than one year 405 1,536 447 1,671
Later than one year and no later

than five years 1,496 3,368 1,732 1,100

Later than five years 10,860 - 11,234 -

12,761 4904 13,413 2,771
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Baxi Heating UK Limited

Notes to the financial statements
for the year ended 31 December 2022 (continued)

21 Post-employment benefits

The Company operates two defined benefit pension schemes, the Baxi Group Pension Scheme, and
the Newmond Pension Plan for certain residual liabilities. The defined benefit schemes are funded by
the payment of contributions to separately administered trust funds. Liabilities and future funding rates
of the plans are assessed in accordance with the advice of independent qualified actuaries using the
projected unit method.

The Baxi Group Pension Scheme is closed to new entrants, with future service benefits for existing
members generally accruing on a career average revalued earnings (CARE) basis. As the scheme is
closed to new entrants, the average age of the members of the scheme will rise in the future, which
means that, under the projected unit method of calculation, the current service cost (as a percentage
of pensionable payroll for active members) will increase. A full actuarial valuation of this scheme as at
31 March 2021 was carried out by the scheme’s independent consulting actuaries and a schedule of
contributions until 27 June 2027 has been agreed.

The Newmond Pension Plan has no active members and therefore there will be no further accrual of
benefits to members. A full actuarial valuation of this scheme as at 31 March 2021 was carried out by
the scheme’s independent consulting actuaries and a schedule of contributions until 27 June 2027°
has been agreed.

The contribution expected to be paid by the Company to the defined benefit schemes during 2023 is
£17,800,000.

The Company also operates defined contribution schemes, for which the charge in the year was
£3,033,000 (2021: £2,617,000). No contributions were outstanding at the balance sheet date in either
the current or the prior year.

The amount included in the balance sheet arising from the Company's obligations in respect of its
defined benefit retirement benefit schemes is as follows:

2022 2021
£'000 £000
Defined benefit scheme asset 19,500 4,800

The amounts recognised in the profit and loss account in respect of these defined benefit schemes
are as follows:

2022 2021
£000 £'000
Current service cost 2,100 2,600
Net interest income (200) -
Total charge 1,900 2,600

No amounts {2021: nil) were included in the cost of assets.

The amounts recognised in the statement of comprehensive income in respect of these defined
benefit schemes are as follows:
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Baxi Heating UK Limited
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for the year ended 31 December 2022 (continued)

21 Post-employment benefits (continued)

2022 2021

£'000 £000

Actuarial gains on pension liabilities 600 800
Deferred taxation on actuarial gains 15 94
615 894

The principal actuarial assumptions at the balance sheet date used for the defined benefit schemes

are:
2022 2021
% %
Expected rate of increase in pensions in payment 3.00 3.28
Discount rate 5.03 1.83
Inflation 3.20 3.44

Weighted average life expectancy for mortality tables used to determine benefit obligations is as

follows for the current year:

2022 2021
Member age 65 (current life expectancy):
Male 218 years 21.9years
Female 23.7 years 23.8 years
Member age 40 (life expectancy at age 65):
Male 233 years 23.6 years
Female 25.7 years 25.8 years
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Notes to the financial statements
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21 Post-employment benefits (continued)

Reconciliation of scheme assets and liabilities

Assets  Liabilities Total
£'000 £'000 £°000
At 1 January 2022 635,000 (630,200) 4,800
Benefits paid (25,800) 25,800 -
Employer contributions 16,000 - 16,000
Current service cost - (2,100) (2,100)
Interest income / (expense) 11,500 (11,300) 200
Re-measurement gains:
Actuarial gain - 209,400 209,400
Return on plan assets excluding interest income (208,800) - (208,800)
At 31 December 2022 427,900 (408,400) 19,500
Plan assets
The fair value of the plan assets were:
2022 2021
£000 £000
Investment funds 94,600 119,100
Equity instruments 16,000 24,800
Debt instruments 304,700 483,700
Cash and cash equivalents 12,600 7,400

427,900 635,000
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21 Post-employment benefits (continued)

The return on the plan assets were:

2022 2021

£000 £:000

Interest income 11,500 9,000
Return on plan assets excluding interest income (208,800) (500)
Total return on plan assets (197,300) 8,500

22 Called-up share capital
2022 2021
£000 £'000
Allotted and fully paid

200,000,000 (2021: 200,000,000) ordinary shares of £1 each 200,000 200,000

There is a single class of ordinary shares. There are no restrictions on the distribution of dividends
and the repayment of capital.

23 Contingent liabilities

The company is a guarantor of loans provided by various banks to BDR Thermea Group B.V., a
group company. At 31 December 2022, the contingent liability was £425,000 (2021: £243,100), being
the net amount drawn down under the facility.

24 Ultimate parent Company and controlling party

At 31 December 2022, the Company is a wholly owned subsidiary of Baxi Potterton Limited, a
Company incorporated in England, which is the immediate parent undertaking. Baxi Potterton Limited
transferred its shares in the company to Baxi Holdings Limited, a company incorporated in England,
on 28 February 2023.

The Company's ultimate parent Company is Remeha Group B.V., a Company incorporated in the
Netherlands, which is the largest and smallest group to consolidate these financial statements. The
ultimate controlling party is Stichting Aandelen Remeha Foundation, a Dutch Foundation.

Copies of the Remeha Group B.V. consolidated financial statements are available via the website
www.kvk.nl of the Chamber of Commerce in The Netherlands.
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