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AUDIO-TECHNICA LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 MARCH 2018

Introduction
The directors present their strategic report for the year ended 31 March 2018.
Business review

The results for the financial year ending 31 March 2018 are set out on page 8 of the Annual Report. Sales
increased by 11.6% year on year (2018 - £49.9m , 2017 - £44.7m) which was in line with the directors'
expectations. The profit for the period before taxation was £2.5m (2017 - £4.4m) which resulted in a net profit of
£2.0m (2017 - £3.6m).

75% of the Company’s revenues are generated outside the UK and most of this revenue was invoiced in Euros.
The Company has continued to grow the turnover with the introduction of new products and a stronger sales and
marketing drive into the consumer market. The Company has been particularly well placed with its turntable
product portfolio to take advantage of the continuing growth in the vinyl market.

Selling and distribution expenses increased by 29.3% as the Company continued to invest in marketing
promotions and trade shows to raise brand awareness.

Administration costs have risen significantly by 33.7%, partly due to exchange rates but also as the Company
continued to invest in its employees and systems to support its plans for future growth. This will again be an
important development in the next fiscal year.

Overseas branches
The Company operates overseas branches in Germany, Dubai, The Netherlands and Denmark.
Principal risks and uncertainties

The Company's activities give rise to a number of risks and uncertainties. The directors review and agree
policies for managing each of these risks and they are summarised below:

Currency risk

The Company's profit and loss account and balance sheet are reported in pounds Sterling and may be affected
by fluctuations in exchange rates. A significant majority of the Company's business activities are conducted in
both US Dollars and Euros. In light of its foreign currency exposure, the Company hedges its US Dollar
denominated transactions.

Credit risk

The continuing challenging credit environment has highlighted the importance of governance and management
of credit risk. Credit exposure risk is monitored centrally for individual transactions and the appropriateness of
customer credit limits. The Company also uses credit insurance provided by Euler Hermes.

Liquidity risk

The Company seeks to manage financial risk by ensuring sufficient liquidity is available to meet foreseeable
needs by the use of loans from group companies and cash reserves. Management control and monitor the
Company's cash flow on a regular basis.
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AUDIO-TECHNICA LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Financial key performance indicators

The directors have monitored the progress of the company strategy and a review of the Key Performance
Indicators (KPIs) is provided below: \

KPI Progress

Revenue Revenue has increased to £49.9m in the year to 31 March 2018 from £44.4m in the year to
31 March 2017. The revenue has grown in the last fiscal year driven by sales of turntables
into the vinyl market and professional headphones through the Amazon channel. This helped
to lift sales by 11.6%.

Margin Gross margin was 32.4% in the year to 31 March 2018 compared to 33.0% in the prior year.
Gross margin pressure from high volume business through the mass retail channel was the
main reason for the drop. Grass margin will continue to be under pressure as the Company
drives sales through these channels in future.

Cash Management The Company manages its capital to ensure it is able to continue as a going concern while
minimising costs and liquidity risk. At 31 March 2018 the Company has cash reserves of
£4.0m (2017 - £4.3m). This is sufficient for the ongoing working capital requirements of the
Company.

This report was approved by the board and signed on its behalf.

AdL

AJ Rooke
Director

oae /1"’\7«6, 2o/3
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AUDIO-TECHNICA LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2018

The directors present their report and the financial statements for the year ended 31 March 2018.
Directors' responsibilities statement

The directors are responsible for preparing the Strategic report, the Directors' report and the financial statements
in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland'. Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:

o select suitable accounting policies for the Company's financial statements and then apply them
consistently;

) make judgments and accounting estimates that are reasonable and prudent;

) state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements;

. 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 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 to enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Principal activity

The principal activity of the Company during the current and prior year was the supply of professional audio
equipment.

Results and dividends

The profit for the year, after taxation, amounted to £2,022,190 (2017 - £3,600,562).

During the year the directors recommended the payment of two dividends for €200,000 and $525,000.
Directors

The directors who served during the year were:

K Matsushita

PJ Cajka

AJ Rooke

R Garrido

S Horibe
R Morgan-Males
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AUDIO-TECHNICA LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2018

Future developments

The Company is strongly connected to the Eurozone with 75% of its turnover generated from European markets.
The uncertainty generated by UK EU Referendum result in 2016 will continue be monitored closely by the
directors.

Specific actions have already been taken; the establishment of a European Distribution Centre in The
Netherlands and a shift of appropriate levels of inventory to service the European market. The existing UK

warehouse will service the UK market. The process to create a GmbH in Germany has started and expected to
be concluded within the next fiscal year.

The existing business model will continue to be assessed for its suitability to maintain the existing growth curve.

The Company is expected to show further significant growth in sales from continuing operations and in particular
in the mass retail channel. '

The Company will continue to invest in its employees and has plans already in place to strengthen the skill base
to meet the expected sales growth.

Matters covered in the strategic report
Details of principal risks and uncertainties are disclosed in the Strategic Report.
Disclosure of information to auditor

Each of the persons who are directors at the time when this Directors' report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company's auditor is
unaware, and
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the Company's auditor is aware of that information.
Post balance sheet events
There have been no significant events affecting the Company since the year end.
Auditor

On 25 June 2018, Crowe Clark Whitehill LLP changed its name to Crowe U.K. LLP. Crowe U.K. LLP, will be
proposed for reappointment in accordance with section 485 of the Companies Act 2006.

This report was approved by the board and signed on its behalf.

AJ Rooke
Director

oae. /4L jk_é 2o/ &
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AUDIO-TECHNICA LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF AUDIO-TECHNICA LIMITED

Opinion

We have audited the financial statements of Audio-Technica Limited (the 'Company') for the year ended 31
March 2018, which comprise the Profit and loss account, the Statement of comprehensive income, the Balance
sheet, the Statement of changes in equity and the related notes, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 ‘The Financial Reporting Standard
applicable in the UK and Republic of Ireland' (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

. give a true and fair view of the state of the Company's affairs as at 31 March 2018 and of its profit for the
year then ended;

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

Basis for opinion

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

Use of our report

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the 1SAs (UK) require us to
report to you where:

. the directors' use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or

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

Other information

The directors are responsible for the other information. The other information comprises the information included
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AUDIO-TECHNICA LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF AUDIO-TECHNICA LIMITED
(CONTINUED)

in the Annual Report, other than the financial statements and our Auditor's report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

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

We have nothing to report in this regard.
Opinion on other matters prescribed by the Companies Act 2006

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

. the information given in the Strategic report and the Directors' report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
. the Strategic report and the Directors' report have been prepared in accordance with applicable legal

requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified material misstatements in the Strategic report or the Directors' report.

GiBs iy v
We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

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

. the financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of directors' remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Directors' responsibilities statement on page 3, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the 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.
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AUDIO-TECHNICA LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF AUDIO-TECHNICA LIMITED
(CONTINUED)

Auditor's responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
Auditor's report.

MO,

Michael Jayson (Senior statutory auditor)

for and on behalf of
Crowe UK. LLP

Statutory Auditor

3rd floor

The Lexicon

Mount Street
Manchester

M2 5NT

Date: 20 JUL 2018
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AUDIO-TECHNICA LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 MARCH 2018

Turnover
Cost of sales

Gross profit

Distribution costs
Administrative expenses

Operating profit

Interest receivable and similar income
Interest payable and similar expenses

Profit before tax

Tax on profit

Profit for the financial year

Note

10

The notes on pages 12 to 28 form part of these financial statements.

2018

49,965,724
(33,794,057)

2017

44,751,234
(29,967,308)

16,171,667 14,783,926
(6,286,227)  (4,858,789)
(7,277,181)  (5,441,010)
2,608,259 4,484,127
2,257 5,858
(46,928) (37,275)
2,563,588 4,452,710
(541,398) ©  (852,148)
2,022,190 3,600,562
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AUDIO-TECHNICA LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2018

Note

Profit for the financial year

Other comprehensive income

Cash flow hedges - change in value of hedging instrument

Other comprehensive income for the year

Total tax on components of other comprehensive income

Total comprehensive income for the year

The notes on pages 12 to 28 form part of these financial statements.

2018 2017

£ £
2,022,190 3,600,562
(1,472,753) 372,252
(1,472,753) 372,252
250,368 (63,283)
799,805 3,909,531
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AUDIO-TECHNICA LIMITED
REGISTERED NUMBER: 01385176

BALANCE SHEET
AS AT 31 MARCH 2018

Fixed assets

Intangible assets
Tangible assets

Current assets

Stocks
Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities
Provisions for liabilities

Deferred tax
Net assets

Capital and reserves

Called up share capital
Share premium account
Other reserves

Profit and loss account

Note

11
12

13

15

16

18

19
20
20
20

2018

229,677
522,933

752,610

9,631,480
5,745,700
4,071,778

19,448,958

(6,883,405)
12,565,553

13,318,163

13,318,163

40,102
3,405,868
(1,222,385)
11,094,578

13,318,163

2017

156,068
294,182

450,250

9,618,349
4,494,818
4,368,036

18,481,203

(5,463,360)
13,017,843

13,468,093

(112,879)

13,355,214

40,102
3,405,868
308,969
9,600,275

13,355,214

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

%@/a

K Matsushita
Director

4_

AJ Rooke

Director

The notes on pages 12 to 28 form part of these financial statements.

11 JUL 2018
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AUDIO-TECHNICA LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2018

At 1 April 2016

Comprehensive income for the
year

Profit for the year

Taxation in respect of items of other
comprehensive income

Change in fair value of hedging
instrument

Other comprehensive income for
the year

Total comprehensive income for
the year

Dividends: Equity capital

Transfer to/from profit and loss
account

At 1 April 2017

Comprehensive income for the
year

Profit for the year

Taxation in respect of items of other
comprehensive income

Change in fair value of hedging
instrument

Other comprehensive income for
the year

the year
Dividends: Equity capital

Transfer to/from profit and loss
account

At 31 March 2018

The notes on pages 12 to 28 form part of these financial statements.

Share
Called up premium Hedge Profit and

share capital account reserve loss account Total equity
£ £ £ £ £
40,102 3,405,868 (61,514) 6,941,329 10,325,785
- - - 3,600,562 3,600,562
- - (63,283) - (63,283)

- - 372,252 - 372,252

- - 308,969 - 308,969

- - 308,969 3,600,562 3,909,531
- - - (941,616) (941,616)

- - 61,514 - 61,514
40,102 3,405,868 308,969 9,600,275 13,355,214
- - - 2,022,190 2,022,190

- - 250,368 - 250,368
- - (1,472,753) - (1,472,753)
- - (1,222,385) - (1,222,385)

- - (1,222,385) 2,022,190 799,805
- - ' - (527,887) (527,887)
. U PUR SO .

- - (308,969) - (308,969)
40,102 3,405,868 (1,222,385) 11,094,578 13,318,163
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1. General information

Audio-Technica Limited ("the Company") supplies professional audio equipment.

The Company is a private company limited by shares and is incorporated in England. The registered office
and principal place of business is Technica House, Unit 5, Millennium Way, Leeds, LS11 5AL. The
registered number is 01385176.

2. Accounting pdlicies

21

2.2

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgment in applying the
Company's accounting policies (see note 3).

The following principal accounting policies have been applied:
Financial reporting standard 102 - reduced disclosure exemptions

The company has taken advantage of the following disclosure exemptions in preparing these
financial statements, as permitted by the FRS 102 "The Financial Reporting Standard applicable in
the UK and Republic of Ireland":

° the requirements of Section 7 Statement of Cash Flows;
. the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);

. the requirements of Section 11 Financial Instruments paragraphs 11.41(b), 11.41(c), 11.41(e),
11.41(f), 11.42, 11.44 to 11.45, 11.47, 11.48(a)(iii), 11.48(a)(iv), 11.48(b) and 11.48(c);

. the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.27,
12.29(a), 12.29(b) and 12.29A;
. the requirements of Section 33 Related Party Disclosures paragraph 33.7.

This information is included in the consolidated financial statements of Audio Technica Europe
Holding BV as at 31 March 2018 and these financial statements may be obtained from the Chamber
of Commerce in the Netherlands (Kamer van Koophandel).
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2.

Accounting policies {continued)

23

24

2.5

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognised when all of the following conditions are satisfied:

. the Company has transferred the significant risks and rewards of ownership to the buyer;

. the Company retains neither continuing man‘agerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

. the amount of revenue can be measured reliably;

. it is probable that the Company will receive the consideration due under the transaction; and

. the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Intangible assets
The estimated useful lives range as follows:

Computer software - Between 3 and 5 years straight line
Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment
losses. The assets' residual values, useful lives and amortisation methods are reviewed, and
adjusted prospectively if appropriate, or if there is an indication of a significant change since the last
reporting date. :
Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is

- directly attributable to bringing the asset to the location and condition necessary for it to be capable of

operating in the manner intended by management.

The estimated useful lives range as follows:

Leasehold property - 10 years straight line
improvements
Fixtures & fittings - Between 3 and 5 years straight line

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised within administrative expenses in the Statement of Comprehensive Income.




AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Accounting policies (continued)

2.6

2.7

2.8

Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a weighted average cost basis.

At each balance sheet date, stocks are assessed for impairment. If stock is impaired, the carrying
amount is reduced to its selling price less costs to complete and sell. The impairment loss is
recognised immediately in profit or loss.

Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value.
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2,

Accounting policies (continued)

2.9 Financial instruments

(i) Financial assets

Basic financial assets, including trade and other debtors, 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 value 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 the Profit and loss
account.

If there is decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does
not exceed what the carrying amount would have been had the impairment not previously been
recognised. The impairment reversal is recognised in the Profit and loss account.

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.

(i) Financial liabilities

Basic financial liabilities, including trade and other creditors, bank loans 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.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Trade creditors are classified as current liabilities if payment is
due within one year or less. If not, they are presented as non-current liabilities. Trade creditors are
recognised initially at transaction price and subsequently measured at amortised cost using the
effective interest method.

Derivatives, including interest rate swaps, are not basic financial instruments.
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and
are subsequently re-measured at their fair value. Changes in the fair value of derivatives are

recognised in the Profit and loss account, unless they are included in a hedging arrangement.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2,

Accounting policies (continued)

2.10 Hedge accounting

The Company has entered into forward foreign currency contracts to manage its exposure to
currency fluctuations on its EU sales. These derivatives are measured at fair value at each balance
sheet date. To the extent the hedge is effective, movements in fair value are recognised in other
comprehensive income and presented in a separate cash flow hedge reserve. Any ineffective
portions of those movements are recognised in profit or loss for the period.

2.11 Foreign currency translation

Functional and presentation currency
The Company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Profit and loss account except when deferred in other
comprehensive income as qualifying cash flow hedges.

2.12 Finance costs

Finance costs are charged to the Profit and loss account over the term of the debt using the effective
interest method so that the amount charged is at a constant rate on the carrying amount. Issue costs
are initially recognised as a reduction in the proceeds of the associated capital instrument.

2.13 Dividends

Equity dividends are recognised when they become legally payable. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at
an annual general meeting. Dividends on shares recognised as liabilities are recognised as expenses
and classified within interest payable.

2.14 Operating leases: the Company as lessee

Rentals paid under operating leases are charged to the Profit and loss account on a straight line
basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a
straight line basis over the lease term, unless another systematic basis is representative of the time.
pattern of the lessee's benefit from the use of the leased asset.
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Accounting policies (continued)

2.15 Pensions
Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations.

The contributions are recognised as an expense in the Profit and loss account when they fall due.
Amounts not paid are shown in accruals as a liability in the Balance sheet. The assets of the plan are
held separately from the Company in independently administered funds.

2.16 Interest income
Interest income is recognised in the Profit and loss account using the effective interest method.

2.17 Provisions for liabilities
Provisions are made where an event has taken place that gives the Company a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.
Provisions are charged as an expense to the Profit and loss account in the year that the Company
becomes aware of the obligation, and are measured at the best estimate at the Balance sheet date of
the expenditure required to settle the obligation, taking into account relevant risks and uncertainties.
When payments are eventually made, they are charged to the provision carried in the Balance sheet.

2.18 Current and deferred taxation
The tax expense for the year comprises current and deferred tax. Tax is recognised in the Profit and
loss account, except that a charge attributable to an item of income and expense recognised as other
comprehensive income or to an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.
The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the balance sheet date in the countries where the Company

operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Balance sheet date, except that:

o The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and
. Any deferred tax balances are reversed if and when all conditions for retaining associated tax

allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the balance sheet date.
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Judgments in applying accounting policies and key sources of estimation uncertainty

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

(@) Critical judgements in applying the company’s accounting policies

The functional currency for the Company is the currency of the primary economic environment in which
the Company operates. The company has determined the functional currency is GBP. Determination of
functional currency may involve certain judgements to determine the primary economic environment. The
company reconsiders the functional currency if there is a change in events and conditions which
determines the primary economic environment.

(b)  Key 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

have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.

(i) Provisions
Provision is made for asset retirement obligations, dilapidations, warranties and contingencies. These
provisions require management'’s best estimate of the costs that will be incurred based on legislative and

contractual requirements. In addition, the timing of the cash flows and the discount rates used to establish
net present value of the obligations require management's judgement.

(ii) Impairment of debtors
The Company makes an estimate of the recoverable value of trade and other debtors. When assessing
impairment of trade and other debtors, management considers factors including the current credit rating of

the debtor, the ageing profile of debtors and historical experience. See note 14 for the net carrying amount
of the debtors and associated impairment provision.

Turnover

The whole of the turnover is attributable to one principal business activity of the Company.

Analysis of turnover by country of destination:

2018 2017

£ £

United Kingdom 12,077,067 11,454,389
Rest of Europe 36,672,011 31,977,725
Rest of the world 1,216,646 1,319,120

49,965,724 44,751,234
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Operating profit

The operating profit is stated after charging:

Depreciation of tangible fixed assets
Amortisation of intangible assets, including goodwiill

Fees payable to the Company's auditor and its associates for the audit of
the Company's annual financial statements

Exchange differences
Other operating lease rentals
Defined contribution pension cost

Employees

Staff costs, including directors' remuneration, were as follows:

Wages and salaries
Social security costs
Cost of defined contribution scheme

The average monthly number of employees, including the directors, during the year was as follows:

Administration and sales
Warehouse and service

2018 2017
£ £
155,489 108,270
74,018 130,680
14,300 14,000
690,498 (378,829)
544,127 341,634
188,053 147,584
2018 2017
£ £
4,720,112 4,066,700
494,898 385,626
188,053 147,584
5,403,063 4,599,910
2018 2017
No. No.
80 72
12 9
92 81
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

Directors' remuneration

Directors' emoluments
Company contributions to defined contribution pension schemes
Amounts paid to third parties in respect of directors' services

2018 2017

£ £
291,733 226,364
33,600 26,560
225,751 214,594
551,084 467,518

During the year retirement benefits were accruing to 2 directors (2077 - 2) in respect of defined

contribution pension schemes.

The highest paid director received remuneration of £147,733 (2017 - £124,000).

The value of the company's contributions paid to a defined contribution pension scheme in respect of the

highest paid director amounted to £16,800 (2017 - £14,400).

Interest receivable

Other interest receivable

Interest payable and similar expenses

Loans from group undertakings

2018 2017

£ £
2,257 5,858
2,257 5,858
2018 2017

£ £
46,928 37,275
46,928 37,275
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

10.

Taxation
2018 2017

. £ £
Corporation tax
Current tax on profits for the year 495112 877,948
Adjustments in respect of previous periods 46,286 -
Total current tax 541,398 877,948
Deferred tax
Origination and reversal of timing differences - (1,418)
Changes to tax rates - (9,003)
Movement in derivative contracts - (15,379)
Total deferred tax - (25,800)
Taxation on profit on ordinary activities 541,398 852,148

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2017 - lower than) the standard rate of corporation tax in

the UK of 19% (2017 - 20%). The differences are explained below:

2018 2017
£ £

Profit on ordinary activities before tax 2,563,588 4,452,710
Profit on ordinary activities muitiplied by standard rate of corporation tax in
the UK of 19% (2017 - 20%) 487,082 890,542
Effects of:
Expenses not deductible for tax purposes 9,206 8,227
Other timing differences leading to an increase (decrease) in taxation - (37,618)
Other differences leading to an increase (decrease) in the tax charge (1,176) (9,003)
Adjustments in respect of previous periods 46,286 -
Total tax charge for the year 541,398 852,148
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

10.

1.

Taxation (continued)

Factors that may affect future tax charges

The deferred tax balance at 31 March 2018 has been calculated at 17% (2017 - 17%).

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period
when the asset is realised or the liability is settled, based on the tax rates that have been enacted or
substantively enacted at the balance sheet date.

The UK corporation tax rate was reduced to 19% from 1 April 2017 and a further reduction to 18% from
1 April 2020 was announced in the summer budget of 2015. Additionally, in the 2016 March budget, it was
announced that the main rate of corporation tax from 1 April 2020 shall instead be 17%. Deferred tax is
calculated using the rates substantively enacted at 31 March 2018.

Intangible assets

Cost
At 1 Aprit 2017
Additions

At 31 March 2018
Amortisation

At 1 April 2017
Charge for the year

At 31 March 2018

Net book value

At 31 March 2018

At 31 March 2017

Computer
Patents software Total
£ £ £
88,404 624,448 712,852
- 147,627 147,627
88,404 772,075 860,479
88,404 468,380 556,784
- 74,018 74,018
88,404 542,398 630,802
- 229,677 229,677
- 156,068 156,068

The amortisation charged in the period, as stated above has been recognised in administration expenses
in line with prior periods. Amortisation has been recognised in line with the accounting policies detailed in

note 2.4.
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AUDIO-TECHNICA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

12.

13.

Tangible fixed assets

Leasehold
property Fixtures &
improvements fittings Total
£ £ £
Cost or valuation
At 1 April 2017 205,627 517,660 723,287
Additions 107,348 277,033 384,381
Disposals - (341) (341)
At 31 March 2018 312,975 794,352 1,107,327
Depreciation
At 1 April 2017 87,074 342,031 429,105
Charge for the year on owned assets 29,381 126,108 155,489
Disposals - (200) (200)
At 31 March 2018 116,455 467,939 584,394
Net book value
At 31 March 2018 196,520 326,413 522,933
At 31 March 2017 118,553 175,629 294,182
Stocks
2018 2017
£ £
Finished goods and goods for resale 9,631,480 9,618,349

9,631,480 9,618,349

Stock recognised in cost of sales during the year as an expense was £34.0m (2017 - £29.7m).

An impairment loss of £759,398 (2017 - £714,317) was recognised in cost of sales against stock during
the year due to slow-moving and obsolete stock.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

14.

15.

16.

Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income
Deferred taxation

Derivative financial instruments

2018 2017

£ £

4,531,512 3,500,247

431,650 282,303

314,585 14,593

267,181 325,423
200,772 -

- 372,252

5,745,700 4,494,818

Trade debtors are stated after provisions for impairment of £155,612 (2017 - £119,063).

Amounts owed by group undertakings are unsecured, interest free, have no fixed repayment terms and

are repayable on demand.

Cash and cash equivalents

Cash at bank and in hand

Creditors: Amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxation and social security
Other creditors

Accruals and deferred income
Derivative financial instruments

2018 2017
£ £
4,071,778 4,368,036
4,071,778 4,368,036
2018 2017
£ £
430,089 528,376
1,497,555 2,030,845
337,473 580,696
111,901 157,067
9,527 15,901
3,024,107 2,150,475
1,472,753 -
6,883,405 5,463,360

Amounts owed to group undertakings are unsecured, interest free, have no fixed repayment terms and

are repayable on demand.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

17.

18.

Derivative financial instruments

Financial assets measured at fair value through profit or loss comprise forward foreign currency
contracts. The Company enters into forward foreign currency contracts to mitigate the exposure to the
variability in cashflows associated with highly probable forecasted purchases, which arise as a result of
their denomination in foreign currencies. These cashflows, i.e. purchases, are expected to occur within
the next twelve months.

The forward currency contracts are measured at fair value, which is determined using valuation
techniques that utilise observable inputs. The key inputs used in valuing the derivatives are the forward
exchange rates for Euros and US Dollars. The fair value of the forward foreign currency contracts at the
year end were recognised as a liability of £1,472,753 (2017 - asset of £372,252). As a result of
underlying hedged items occurring during the year, an amount of £308,969 was reclassified from the
Hedge reserve in Equity to the Profit and Loss Account during the year.

At the date of approval of these financial statements, the value of the forward foreign currency contracts

in existence at the year end was a liability of approximately £700,000. The reduction in the liability is due
to the strengthening of the US Dollar against other currencies including the Euro post year end.

Deferred taxation

2018 2017
£ £
At beginning of year (112,879) (60,017)
Charged to the profit or loss 63,283 10,421
Charged to other comprehensive income 250,368 (63,283)
At end of year 200,772 (112,879)
The deferred taxation balance is made up as follows:
2018 2017
£ £
Accelerated capital allowances {49,596) (49,596)
Deferred tax on derivative contracts 250,368 (63,283)

200,772 (112,879)
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19.

20.

21.

22,

Share capital

2018

Allotted, called up and fully paid
40,102 Ordinary shares of £1 each 40,102

2017

40,102

Reserves

Share premium account

The Share premium reserve is used to record the difference between the par value of the Company's

shares and the amount the Company received in consideration for newly issued shares.

Hedge reserve

The Hedge reserve is used to record transactions arising from the Company's cash flow hedging

arrangements.

Profit & loss account

The profit and loss reserve represents accumulated comprehensive income for the year and prior periods.

Capital commitments
At 31 March 2018 the Company had capital commitments as follows:

2018
£

Contracted for but not provided in these financial statements 124,822

2017

124,822

Pension commitments

The Company operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the Company in an independently administered fund. The pension cost charge
represents contributions payable by the Company to the fund and amounted to £188,053 (2017 -
£147,584). Contributions totalling £26,159 (2017 - £26,972) were payable to the fund at the balance sheet

date
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23.

24,

Commitments under operating leases

At 31 March 2018 the Company had future minimum lease payments under non-cancellable operating

leases as follows:

2018 2017
£ £

Land and buildings
Not later than 1 year 407,253 126,245
Later than 1 year and not later than 5 years 1,237,898 286,109
1,645,151 412,354
2018 2017
£ £

Other

Not later than 1 year 103,597 101,557
Later than 1 year and not later than 5 years 80,887 93,734
184,484 195,291

Related party transactions

The majority of goods for resale were purchased from fellow group companies, in addition to other cost

recharges. An analysis of these transactions by group company is shown below:

Other Sales / 2018

recharges (Purchases) Balance

£ £ £

Audio Technica Corporation - (19,407,170) (1,270,832)

Audio Technica US Inc. - (315,665) (28,682)

Audio Technica Taiwan - (458,241) (14,119)
Audio Technica SAS (1,953,253) 37,926 (182,564)
Audio-Technica Europe BV (17,273) - (1,358)
Audio Technica Benelux BV - 892,693 161,028
Audio Technica (Greater China) ’ - 19,916 605

Audio Technica (SEA) Pte Ltd - ; - -

Audio Technica Central Europe (50,493) 1,442,888 63,203
Audio-Technica lberia SAU (221,412) 1,076,140 206,814

2017
Balance
£

(1,546,590)
(94,535)
(22,621)

(337,242)
(995)
(28,862)
22,799
1,069
61,818
178,024

All related parties above have the same ultimate parent company.

All balances are not secured and are repayable on demand within the credit limits.
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25,

Controlling party

The Company is a wholly owned subsidiary of Audio Technica Europe Holding BV, a company
incorporated in the Netherlands. The ultimate parent company is Audio Technica Corporation which is
incorporated in Japan.

The largest group of undertakings for which group accounts have been drawn up is that headed by Audio
Technica Corporation, and the smallest such group of undertakings including the company is Audio
Technica Europe Holding BV.
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