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Daido ‘lh’dustrial Bearings Eu'rope Limited

‘Strategic report

The directors, in preparing this strategic report, have complied with s414C of the Companies Act 2006.

REVIEW OF BUSINESS AND FUTURE DEVELOPVIENTS :

- The puncxpal activity of the company comprises the manufactme of plain beax ings for medmm spced dlesel engines and lotatmg
-machinery; and small turbos for use in automotive, turbo chargers. ,

Duung 2018, the business environment remained very competitive. Positive indications of an increase in customer confidence
and market recovery were seen with turnover increasing 8% to £11,682,000 (2017: £10,772,000). However, the company
continued to report a loss before taxation 0f£l 398, 000 (2017: £1,482,000) as the level of gross profit remained lower than
administrative cxpenses .

At the year end, the company had net-liabilities of £5,974,000 (20 17: £4,576,000). ‘

. The pmgramme of ploducnvny improvements and new product developments contmued supported by investment in key

machinery and equipment for volume cell production. Continuous improvement activities continued across all functlons within
the business during 2018. The impact to the three priority KPIs in'2018 was as follows

2008 2017

Annual sales increase / (dec1ease) . ‘ . 84% L 11,0%
Gross profit margin . - ' ' : SR 31.8% 32.3%
Scrap - . : o o ' 23% © . 25%

“Sales have increased which reflects the improvement in customer confidence and a gradual recovery in the market.

Meanwhile thé gross profit margin has decreased duc to an increase in direét material costs resultmg ﬁom a change in the mix
of sales. Scrap has decreased to 2.3% as a 1esult of successful 1mp1ovement projects.

© As part of the company Mid Term Plan of 2018-2023, the directors expect the busmess to return to profit-as turnover and gloss

mar glﬂ increase.

. PRINCIPAL' RISKS AND UNCERTAINTIES

Competmve envir onmcnt
All markets in which the company operates experience a high degree of competition with our main’ compemoxs There remains -

_price pressure from our competitors throughout the malketplace Daido Industvial Bearings Europe Limited has introduced

competitive materials to the market and implemented cost controlling and quality lmprovement measures 0 maintain a

) compctltwe edge.

- - EMPLOYEES

The company seeks to recruit and retain the best employees in our mat| ket and has a policy of equal opportunity applicable to '
the recruitment of new employees and to the management and professional development of existing employees. The safety of
our employees is also an integral part of company ethos and is supponted by our selection of manufdctur ing equipment supphels

and thlough ongoing training programmes.

Approved by the Board of Duectors

_and signed on b of the Boald

M Hopkin$
Director
13 December 2019 -



. Daido Industrial Bearings Europe Limited

Directors’ report

The directors present their annual report on the affairs of the company, togethen with the financial statemen(s and auditors’
repott for the year ended 31 December 2018.

GOING CONCERN

Due to the loss_ recorded in the year and the net current liabilities position as at the year-end, the directors have fek:gived a letter’
- of support from the patent company covering the period of at least 2 months from the date of this report. The directors have

- considered the ability of the pavent company to provide that support based on their financial position and performance and - -

. expect such support would be provided. Asa result, the directors have a reasonable cxpectation that the company has adequate
resources to continue in operational existence for the foreseeable future. Thus they continue to adopt the going concern basis
in preparing the annual f' nanclal Stateraents.

FINANCIAL RISK MANAGEMENT O'BJECTIVES AND POLICIES

The company’s activities expose it to a number of financial risks including Cledlt risk, cash flow nsk and hquldlty risk. The
company does not use derivative financial instruments for speculative purposes. : :

Cash flow rlsk

The company’s actlvmcs expose it primarily to the financial risks of changes in foreign currency exchangc rates and mtelest
rates. Tlns is mmgated where ever possﬂ)le by matching foreign currency receipts and payments.

Interest-bearing assets and liabilities are held at fixed rate to ensure certainty of cash flows.
Credit risk
The company’s principal financial assets ére bank balances, trade and other receivables.

The company’s credit risk is pnmanly attributable to its trade receivables. The 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 plevxous experience, is evidénce of a reduction in the recoverability of the cash flows.

' I‘he credit risk on hqmd funds is limited because the counterparties are banks with high credit-ratings a551gncd by mtematlonal
c1ed|t—1at1ng agencies..

‘The company: has no mgmﬁcant concentration of aedlt risk, wnth exposure spread over a lalge numbel of countenpaltles and
customers. : '

' Liquidity risk

B (! 0ld€l to maintain Ilqmdlty to ensure that sufﬁcnent ﬁmds are-available for ongoing opetatlons and futule dcvclopments the I
" contpany uses a. mlxtule of long-term and short-term debt finance. :

DIVIDENDS

The dlrectors cannot recommend the payment of a dividend (2017 £ml)

DIRECTORS

The dlrectors who served tluoughout the year and subsequently except as noted, were as follows:

K Shoda

N Green

M Hopkins

Y Emoto (appointed 6 July 2018, re51gned 8 Apul 2019)

N Kurita (appointed 6 July 2018)
-8 Tsuchiya (appointed 8 April 2019, resigned 27 November 2019)
- N Hiramatsu (resigned 6 July 2018, appointed 27 November 2019)
K Kogure (resigned 4 July 2018)
T Ichihashi (appointed 27 November 2019)



Daido Industr‘ial Bearings Europe Limited

. Dlrectors report (contmued)

REVIEW OF BUSINESS AND FUTURE DEVELOPMLNT S

. The review of the busmess and futme developments are shown in the strategic report on page 2,

DISCLOSURL OF INFORMATION TO AUDITORS ‘

-Each‘ of the petsbns whg' is a director at the date of approval of this report confirms that: -

. so faras the director is. aware; therc' isno ;‘elevant audit informafion of which the company’s auditoi's dre unaware; and

" e . the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself aware
' -of any relevant audit information and to establish that the company’s auditors are aware of that information.

This -cqnﬁrmation is-given-and-should ~be‘ir;texpreted< in-accordance with-the provisions.of s418.of the.Compa'nies'Act 2006.
INDEPENDENT AUDITORS

During the year Deloitte LLP lesigne‘d as auditors of the compaiy and Pricewater houseCobpcxs LLP.were appointed by tlie
directors. A resolution concerning the appomtment of PucewatethouseCoopers LLPas audntors of the company will be pr oposed A

at the Annual (Jeneral Meetmg

on behalf of the

ard

M Hopkin§
Director -
13 December 2019



' Daido Industrial Bearings Europe Limited
Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible fox prepaung the Annual Report and the f nanmal statements in accmdance thh applicable law
and regulatxon :

Company law requires the directors- to prepare fi nancial statements for each financial year. Undcx that law tbe duectoxs have
prepared the financial* statements-in accordance with United Kingdom Generally Accepted Accountmg Practice (United
Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republic
of Ireland”, and. applicable law). 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 affaits of the company and of the profit or loss of thc company for that
penod In preparing these ﬁnanc1al statements, the directors are 1equncd to:. .

. select suitable accounting policies and then app]y them consistently; oy

-® ~state whether- dppllcable UnitedKingdom:-Accounting Standards, compnsmg -FRS-102,-have been followed subject to
~ any.material departutes dlsclosed and explamed in the financial statements;

. make Judgemenls and accountmg eslimates that are teasonab]e and ptudent and

e  prepare thc financial statements on the going concern basis unless it is inappropriate to presume thaL the company will
' continue in business. :

The dnectors are also responsible for safeguarding the assets of the comupany and hence for takmg reasonable steps for the
prevention and detecnon of fraud and other megulautles

- The directors are responsib]e 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 enswre
that the financial statements comply with the Compames Act '7006 ‘ :



Daido Industrial Bearings Europe Limited

Independent auditors’ report to the members of Daldo Industrial Bearmgs
Europe lelted

'Reporlta-'on the audit of the financial statements

‘Opinion '
In our opimon Daido Industrial Bearmgs Euiope Limited’s financial statements:
o give atrue and fair view of the state of the company’s affairs as at 31 December 2018 and of its loss for the year thcn ended;

» have been properly prepared in accordance with United Kingdom Generaliy Accepted Accounting Practice (United Kingdom, -
_ Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of
* Ireland”, and applicable law); and

¢ have been preparcd in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual iepmi and financial statements (the “Annual Repoit"), which
‘comprise: the balance sheet as at 31 December 2018; the profit and loss account, 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 fox opinion

We conducted our audit in accoxdance with International Standards on Auditing (UK) (“ISAs (UK)”) and apphcable 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 b‘\sxs for our opinion, -

Independence

We remained indépendent 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: 1e§pons1bihties in accordance
‘with these requirements.

.Conclusions rclating to going concern
ISAs (UK) require us to report to'you when:

e the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not appropriate;
or :

o '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 fi nancial statements are authomed for issue. .

" We have nothing to report in respect ofthc above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’s ability to

" . continue as a going concern. For example, the terms on which the United ngdom may withdraw from the European Union are not

clear, and it is difficult to evaluate all of the potential implications on the company’s trade, customers, suppliers and the wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and 6ur atditors’ 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 statcd in this report, any
form of assurance 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 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 peiformed, 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’ Repmt we also considered whethér the disclosures 1equued by the UK Compames
Act 2006 have been’ included. .

Based on the responsibilities descubed above and our woxk undertaken in the course of the audit, 1$As (UK) require us also to leOlt
certain opimons and matters as described below



Daido Industrial Bearings Europe Limited

- 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 2018 is consistent with the financial statements and has been prepared in accordance with ™
applicable legal requnrements

In light of the knowledge and understanding of the company and its environmént obtairied in the course ofthe audrt we did not identlfy
any material mnsstatements in the Strategic Report and Directors’ Report.

: Responsibilities for the financial statements»and the audit :
Respons:bzlmes of the dtrectors for the financial statements

As explained more fu]ly in the Statement of drrectors respon51b1htres in respect of the financial statements set out on page 5, the -
directots 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 unles§ the directors either
mtend to liquidate the company or to cease operations, orhave no reahstlc alternatrve but to do so.

Auditors’ responsibilitiés for the nudzt of the financial starements

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 ISAs (UK) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individuaily 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 responsrblhtres for the audit of the financial statements is located on the FRC’s websnte at‘
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report. . L

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 opinjons, 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 require'd'.lfePOI’ ting

Companies Act 2006 exception reporting
. Undcr the Companies Act 2006 we are required to report to you if, in our opinion:
- o we have not received all the informétion and explanations we requnre for our audit; or

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

. certain disclosures-of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with-the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Durican Stratford (Senior Statutor uditor) '

" for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Bristol

Date: \> “Tcemhar 20\




Daido‘lndustrial Be‘arings Europe Limited

Profit and loss account o
For the year ended 31 December 2018

Turnover
Cost of s?il_es
Gross pi'oﬁt

Adninistrative expenses
Other operating income

Operating loss

‘Finance costs (net) '
Lpss before taxation o
'Tgx onloss -

Loss for the financial year

Note

2017

2018
£2000 £2000
11,682 10,77’2‘1
| (7,970) (7,295).
3,712 3,477
G00) 99

179 176
(1,179) o ,339)
(219) (143)

| (1,398) (1.482)

(1398) . - (1.482)

There have been no recognised gains and losses for the current or the prior financial year other than as stated in the profit and

loss account and, accordingly, no separate statement of comprehensive income is presented,

‘All amounts are derived from continuing operations.



Daido Industrial Bearings Europe Limited

. 'Balance sheet © . N
* Asat 3] December 2018

018 . 2017

Note - £0000 . £000
" Fixed assets L . .. : . L .
" Tangible assets . 10 3,29 2,814
- Current assets : , - o o
Stocks: ’ : : 11 . 4,645 3,502 .
Debtors - . ' 12 5,101 © 5,254
-Cash-at-bank- and*m hand o _ ' o g 315 547
10,061 19303,
Creditors: amounts falling due within orie year A : ' 13 (I9A,334)' (16,480)
* Net current liabilities T o S % W A L))
Total assets less current liabilities - o ‘ - (5.974) - (4,363)
. Provisions for liabilities” .~ © . . o 15 - @13)
Netliabilities - - . O (5.974) (4.576)
Capital and reserves” , IR o
Called up share capital o : 17 13,500 .- 13,500
Profit and loss account ' ‘ : ‘ .17 - (19,474) - (18,076)
* Total sharehiolder’s deficit = - _ ‘ (5,974) (4,576)

The financial statements of Daldo Industua[ Bearings Europe Limited (registered number 03616334) on pages’ 8 to 20 were
approved by the Board of Dnectons and authorised for issue on 13 Dcccmbel 2019.

. They were signed on its behalf by:

" M Hopkins
Director
'13 December 2019



.4 Daido Industi'ial Bearings Eu‘rb_pe Limited

‘Svtatement of cﬁangés in equity
for thc year-ended 31 December 2018

;_\£ 1 Jér;uary 2017

" Loss for. the financial year
-A*t 31 ‘ﬁccembctj 2017 |
-Lossfoﬂhcﬁnancial ‘year

_ At31 December 2018 -

Profit

13,500

Share - -and loss” :

capital account . Total
£2000 2000 £9000

£13,500 (16,594) (3,094)
- (1,482) . (1,482)
135500 (I8076) - (4;576)
; -~ (1,398) ©(1;398)
(19,474) (5,974)

10



- Daido Industrial Bearings Europe Limited

~ Notes to the financial stateme'nts'
For the year ended 31 December 2018

1. Accounting policies

The principal accounting policies are summansed below They have all been apphed consistently throughout the year and to
the preceding year. . . .

General information and basis of accounting

- Daido Industrial Bearings Europe Limited-is a private company limited by shaves incorporated in England and Wales under the
Companies Act 2006. The address of the registered office is Daido Industrial Bearings Europe Limited, Winterhay Lane,
Iiminster, Somerset, TA9 9PH. The nature of the company’s operations and its" pnnmpal‘actlvmes are-set out-in-the-strategic -

. report on page 2. :

The financial statements have been prepared on a going concern basis, under the historical cost convention and in accordance -
- with Financial Reporting Standard 102 (FRS 102) issued by the Finaricial Reporting Council. - '

The functional cutrency of Daido Industrial Bearings Europe Lxmlted is considered to be pounds sterling because that is the.
cunency of the primary economic environment in which the company operates.

Daido Industrial Bearings Em'ope lelted meets the definition of a qualifying entity under FRS 102 and has therefore taken '
_advantage of the disclosure exemptions available to it in respect of its separate financial statements. Daido Industrial Beatings
Europe Limited is consolidated in the financial statements of its parent, Daido Metal Co., Ltd, which may be obtained at
13F Nogoya Hirokoji Building, 2-3-]1 Sakae Naka-ku Nagoya, 460-0008, Japan. Exemptions have been taken in these separate
.company financial statements in relation to financial instr uments, the plesentatlon of a cash flow statement and remuneration of
key management personnel.

Going concern

Due to the loss 1ecorded in the year and the net current liabilities posmon as at the.year-end, the dnectors have received a lette1
of support from the parent company covering the period of at least 12 months from the date of this report. The directors have
considered. the ability of the parent company to provide that support based on their financial position and performance and

- expect such support would be provided. The directors have a reasonable expectation that the company has adequate resources
to continue in operational existence for the foreseeable future. Accordingly, they have adopted the going concern basis in -
ptepaung the’annual report and financial statements. -, .

Financial instt‘uments

Financial assets and fmanc:al habllltles are 1ccogmsed when the company .becomes a party to the contractual p10v1smns of the -
instrument.,

s Financial liabilities and equny mstlumcnts are classified according to- the substance of the contractual arrangements enteled'

into. An equity instrument is any contr act that evidences a 1es1dual interest in the assets of the company after deducting all of
its liabilities. .

() F inancial assets and liabilities : -

All financial assets and liabilities are initially measured at transaction price (including transaction costs), unless the arrangement
constitutes a financing transaction. If an arrangement constitutes a financing transaction, the financial asset or financial liability
is measured at thé present value of the future payments discounted at a market rate of interest for a similar debt instrument.

Financial assets and liabilities are oniy offset in the balance sheet when, and only when there exists a legally enforceable right
" to set off the recognised amounts and the company intends either to settle on a net bas:s, or to Jcallsc (he asset and. scttle the
llablhty simultaneously. . . :

Debt instruments which meet the conditions of being ‘basic’ financial instruments as defined in paragraph 11.9 of FRS 102 are
subsequently measured at amortised cost using the effective interest method. .



. Daido Industrial Bearings Europe Limited

- ‘Notes to the-ﬁnanc’ial_ statements
Fo1 the year ended 31 _Dece’mber,2018

1. Accounting policics (continued).
Financial instruments (continued)

0) Financial assets and liabilities (continued) ’ : .
Debt instruments that have no stated interest rate (and do not constitute a financing transaction) and are classified as payable or
receivable within one year are initially measured at an undiscounted amount of the cash or other conmderatlon expected to be’
‘paid or received, net of i nnpanment :

" "Other debt instruments not meeting COﬂdlth]’lS of | bcmg “basic” fi nancial mstluments are measured at-fair-value through profit
or loss

Commxtments to make and receive loans 'which meet the condmons mentxoned above are measured at cost(which.may be ml)
less lmpaument . R

Financial assets are der ecogmsed when and only when a) the contractual rights to the cash flows from the financial asset expire
or are settled, b) the conipany transfers to another party substantially all of the risks and rewards of ownership of the financial
asset, or c) the company, despite having retained some, but not all, significant risks and rewards of ownelshlp, has ttansferred
conhol of the asset to another patty '

Fmancnal liabilities are der ecogmsed only when the obhgahon spemﬁed in thc contract is dlSChdlng cancelled or.expires.

(u) - Equity instr uments . ' ’ ' .

Equity instruments issued by the Company ate recoided at the fair value of-cash or other resources recelved or receivable, net

of dlrect issue costs. . )

Stocks
Stocks are stated at the lower of cost and estimated selling price less costs to sell, which is equivalent to the net realisable value.
Cost includes materials, direct labour and an attributable proportion of manufacturing overheads ‘based on normal levels of
activity. Cost is calculated usmg the Moving Average method. Provision is made for obsolete, slow-moving or defective items

" where appropriate.

' Tan'gible fixed assets

T anglble fixed assets are stated at cost net of dep1ec1at|on and any provision for impairment. Impanmcnt charges are 1ecogmsed
in admmlshatlve expenses in the profit and loss account. .

Deptecnatlon is pr ov1ded ona stlalght-lmc basis, at the followmg annual rates in order to write off each asset over its estimated
useful life as follows ‘ :

Freehold buildings ' " over2S years
Plant and machinery . over 8 to 10 years
JFixtures and fttings ) "~ over3to 10 years

Assets under the course of construction are not subject to deplec:anon until they are completed and 1eady for use. F:eehold land
is not depncmated .

Taxation ]
" Current tax, mcludmg UK corporation tax and foreign tax, is provtded at amounts expected to be pald (01 |ecovered) usmg the
tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is tecogmsed in respect of all timing dlffelences that- have ougmated but not reversed at the balance sheet date
where transactions or events that result i in an obligation to pay more tax in the future or a right to pay less tax in the future have
occurred at the balance sheet date. Tim'mg differences are differences between the company’s taxable profits and its results as
stated in the financial statements that arise from the inclusion of gains and losses in tax assessments in peuods dlfferent ﬂom
those in which they are necogmsed in the f'mancxal statements. -



Daido Industrial Bearings Europe Limited

Notes to the financial s'ta'tements :
For the year ended 31 December 2018
) 1. Accounting policies (eontinued)

T (-z..:catiorr (con‘tz'rtued) |

Unrelieved taxllosses and other deferred tax assets are recognised only to the extent that, on the basis of all available evidence,

it can be rcgarded as more likely than not that there will be suitable taxable profits from which the future reversal of the .

underlying timing differences can be deducted.

Where items rccdgn’iscd in other comprehensive income or equity ate chargeable to or deductible for tax purposes, the resulting”
-current or-deferred tax expense or-income-is-presented-in -the -same -component-of ‘comprehensive -income or-equity-as-the
transaction or other event that resulted in the tax expense or income.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the amounts and the company
mtends either to settle on a riet basis or to realise the asset and settle the liability simultaneously.

Deferred tax assets and liabilities are offset only if: a) the company has-a legally enforceable right to set oft current tax assets
against current tax liabilities; and b) the deférred tax assets and defeired tax liabilities relate to income taxes levied by the same
taxation authority on eithér the same taxable entity or different taxable entities which intend either to settle current tax liabilities
and assets-on a net basis, or to realise the assets and settle the liabilities simultaneously, in-each future period in which s1gmﬁcant
amounts of deferred tax liabilities or assets are expected to be settled orrecovered,

Turnover

Turnover is stated net of VAT and trade discounts and is recognised when the significant risks and rewards of ownership of the
good are considered to havé been transferred to the buyer and the company does not retain continuing managerial involvement
usually associated with ownership or effective control over the goods sold. This is upon physical delivery of goods to the
* customer or, in the case whereby the shipping terms are for customer collection, the point at which the gbods are ready for
~ collection. Where payments are received from customers in advance of services provided, the amounts are recorded as deferred
income and mcluded as part of credrtors due within one year.

‘ Employee benefits

s

Daido Industrial Bearings Europe Limited operates a defined contribution scherie. The amount charged to the profit and loss’

" -account in tespect of pension costs and other post-rétirement benefits is the contribution payable in the year. Differences

between contr 1but|ons payable in the yeax and contributions actually paid are shown as either an accrual or a prepayment in the

balance sheet. :

Foreign currency

~ Transactions in foretgn cutrencies are tecorded at the rate of exchange at the date of the transaction. Monetaty assets and
liabilities denominated in fonergn currencies at the balance sheet date are reported at the rates of exchange prevailing at that

date. . v -
 Exchange differences are recognised in profit or loss in the period in which they arise.

© Government grants

Govermnment grants are recognised based on the accrual model and are measured at the fair value of the asset received or
. receivable. Grant income is recognised in profit and loss over the period in which the related costs are recognised,

: Leases

Rentals under operatmg leases are charged on a straight-line basrs over the lease term even if the payments are not madc on
_ such 4 basis. . ;
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| Daido Industrial Bearings Europe Limited

Notes to the financial statements

* For the year ended 31 December 2018
1 Accounting policies (continued)

) Provisibns

'Provxswns are 1ecogmsed'when'the company has a plesent obligation (legal or constructive) asa ‘result of a past event itis
probable that the company will be 1equned to scttle that obligation and a reliable estimate can be made of the amount of the

obligation.

. The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at the

* ‘balance sheet date, taking into; account the risks and-uncertainties-surrounding-the -obligation. -Where-a-provision-is measured

using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows (when
'the ‘effectof thetime value-of" money 1S'mateual)

2. Critical accounting judgements and key sources of estimation and uncertainty

In the application of the company s accounting policies, which are described in note 1, the dxrectons are required to make
judgements, estimates and assumptions about the cairying amounts of assets and habnlmes that are not readily apparent from
other soutces. The estimates and associated assumptions are based on historical experience and other factors that are consxdered
to be relevant. Actual results may differ from these estimates. - -
The éstimates and underlying assumptions are reviewed on an ongoing basis. Revisions to aceounting 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. :

Critical judgements in applying the company’s accounting policies

The following are the critical judgements, apaxt from those involving estimations (which are dealt with separately below), that
the directors have made in the process of applying the company’s accounting policies and that have the most s1gmf icant effect
on the amounts. 1ecogmsed in the ﬁnanclal statements .

Revenue recognition

The company has different collectlon and delivery terins with each of its customers, 1esultmg in the revenue being recognised -
" at different points of the sale ‘transaction for different customers. All revenues booked in these financial statcments are
recognised when the significant usks and 1cwa1ds are considered to have been transferred to tlle buyer.

Key som'c'e of estimatio nuncertainty

‘Impaument of ranglble assets
_ Determining whether tangible assets are lmpaued requires an estimation of their value in use to the company. The value in use
calculation requnes the company to estimate the future cash flows expected to arise from the tangible ‘asset and a suitable
_discount rate in order to calculate present value. Estimations were prepared on future cash flows based on the latest approved
- budgets and forecasts covering the lcmammg useful economic lives of the respective assets. In the current year there was, an. '
indication of impairment but upon review no nnpaxrment ‘charge (2017: no impairment charge) has been made to admlmstxatlve
expenses in the year. : :

Warranty p1 ovision’

The warranty provision is an area of key estimation uncertainty with customers making claims flom time to time. Provision is
made from management’s best estimate of the liability at the balance slieet date based on past expenence and any ongoing
dlscussmns ‘with customels .

Stock provision

The company manufactures plain bearings for medium’ speed diesel engines and static machmery and small turbos for use in
automotive turbo chargers and is subject to changmg market demands. As a result it is necessary to monitor the recoverablhty
of the cost of stock and the associated provisioning required. When calculating the stock provision, management considers the
nature and condition of the stock, as well as applymg assumptions around anuclpated saleability of finished goods See note
11 for the net amount- of stock and assocmted provision, . .



Daido Industrial Béaring’s Eur,bpe'Lim'ited

B thesltd the financial statements -
For the year ended 31 December 2018
3. Tumover ‘

" Analysis of turnover by geographical market:

United ngdom
~ ‘Europe
Asia

An analysis of the company’s turnover is as follows: -
_Sale of goods

4. Finance costs (net)
Interest payable and similar charges

Bank loans and ovcrdraﬁs
Group loans

" s Loss before taxation ~
Loss bgfére taxation is stated after charging/(crediting):

- Operating lease rentals
Depreciation on owned assets -
Foreign exchange loss’

Stock cost xecogmsed as an expense
Grant income received -

Loss on disposal of fixed assets

2018 © 2017
£2000. £000
6,047 10,102
4,768 -
867 - 670
11,682 10,772
2018 2017 .
£2000 £2000
11,682 10,772
2018 2017
£2000 " £000
184 128
35 15
219 143
2018 2017
~£2000 " £000
14 .20
173 124
. .90 74 .
5,435 5,095
C- 689
. 9
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Daido lhduStijiai Bearings Europe Limited

- Notes to the financial statements
For the year ended 31 December 2018

6. Auditors’ remuneration

Fees payable to the company’s auditors anid their associates:
" - audit of the. company’s annual financial statéments

" - taxation compliance services . 4 '

‘- audit related assurance services

Total fees

7. Staff numbers and costs -

' ~ The average lhonthly number of employees (including executive directors) was:

Management and olher‘s,taff .
Production

Their aggregate remuneration comprised:
" Wages and salaries

. Social security costs
* Other pension costs (see note 18)

.8. " Directors’ remuneration

Emoluments ' : .

Company contributions to defined contribution pension scheme.

Réemuneration of the highest paid director was:
Emoluments - : . ' )
Company contributions to defined contribution pension scheme

The number of directors who: .
Are members of a defined contribution pension scheme

2018

2017

193 .

- £000 . £000
32 30
Py
38 .36
2018 2017
Number Number
65 69
92 - 93
157 162
£2000 £000
4,610 4,529
435 426
214
5,259 5,148
2018 © 2017
£000 £2000
114 72
2
£°000 £°000
86 - '
2 1
NAumb_e.r
1
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' Ul.)'aido’lndustrial Bearings Europe Limited -

- Notes to the financial statemeﬁts ‘
'For the year ended 31 December 2018

9. Tax on ',loss‘

"The tax charge comprises: ' : .

- 2018 2017
- £000 - £000
Current tax on loss ~ _ ‘ ‘
UK cotpordtion tax o : , o . -

"There is.nd expiry date on funing differences, unused tax losses or tax credits.

“The dlffetcnce between the total tax charge shown above and ‘the amount calculated by applying" thc standaxd rate of ‘UK
cmpoxatlon tax to.the loss before taxation is as follows: -

£000 £2000

Loss before taxation . S : o (1,398) . (1,482)
£000.  £000
“Tax on loss ata standard rate of 19.00 % (2017: 19. 25%) N S (266) © (285)
Effects of . _
- Expenses not deductible for tax purposes ‘ , vz 23
- Prior year adjustment in deferred tax asset not 1ecogmsed ' ’ 25 - (240)
- Current year movement in deferred tax asset not recognised : ' ' (275) - 265
.- Group reli€f surrendered : ) . 492 : 237

Total tax charge for financial year ' : o -

‘The tax rate for the current year is lower than the prior year, due to changes in the UK corporation tax rate which decreased
“from 20% to 19% from 1 April 2019. Changes to the UK corporation tax rates were substantially enacted as part of the Finance '
Bill 2016 (on 6 September 2016). These include a reduction in the main tax rate to 17% by 1 April 2020. Deferred tax at the
‘balance sheet date has been assessed using the enacted tax rates and reflected in the ﬁnancc statements. The directors are uot
aware of any other factors that will mateually affect the future tax char ge.

Deferred tax

There is no provision for deferred tax. -
The company has an unprovided deferred tax aséet as at 31 December 2018 in relation to unused tax losses and capital
allowances of £1,060,780.at 17% (2017: £1, 277,088 at 17%) which has not been recognised since there is insufficient evidence .

to suggest that a taxable profit will be -available in the forcseeable future against which lhese losses and allowances can be
. utilised. ‘

[N
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"Daido' lhdu’strial Bearings Eﬁl"ope Limited

Notes to the financial statements _‘
For the year ended 31 December 2018

10.  Tangiblé fixed assets -
’ Freehold

. Assetsin the

land and Fixtures Plantand ~  course of o
‘buildings  and fittings machinery construction Total’
- : £000 - £000 £°000 £2000 £°000
Cost or valuation ' v : ‘ ‘ : _ ' :

. At ] January 2018 . . ‘ ' 3,848 628 18,457 345 123,278
Additions - - - 7 651 658
Tlansfers S ' . , 2 A 550 (555) -
At31 December 2018 - S 3850 63l 19,014 441 123,936

'Depreciation ) , _ . R
At |"January 2018 . 1,583 + 518 18,363 - 20,464

. Transfers - o ’ . o (30) 30 - -

- Charge for the year : : . 105 25 43 - 173 .
At 31 December 2018 - ' . 1,688 ' 513 18,436 - _ 2_(_)',637'
Net book value . : , : _ Co ‘

At31 December 2018 : . 2,162 118 578 44] 3,299
. At31December2017 . 2265 - 110 9 345 2814

11.  Stocks . :

2018 2017 .

£000 £000- -
Raw materials and consumables 2,119 K 1,479
Work in progress 1,493 - 775,
leshed goods and goods for 1esale 1,Q33 © 1,248

" 4,645 " 3,502
Stocks are stated after provision for impairment of £956,322 (2017: £1,055,1 [2).
12.  Debtors o
S g 2018 . 2017:
Amounts falling due within one year: £000 £000
Trade debtors ) 204 55
Amounts owed by group undeltakmgs 4,844 5 113
Prepayments and accrued income .53 86
5,101

5,254

Amounts owed by group undert takmgs are unsecmed non-mtel est bearing and repayable on demand

g Tlade debtors are stated after p10v1s1on for impairment of £nil (2017: £nil).

18



Daido Industrial Bearings Europe Limited

Notes to the financial statements
For the year ended 43 ‘1 December 2018

- 13.. Creditors: amounts faliing due within one year PR o
‘ ‘ : 2018 © 2017

£000 - . £000
Bank loans . . o . : -7 13,400 -, 13,100
Tladc creditors. . ’ , : ' . 1,369 .- 930
Amounts owed to group undel takings : : : ‘ S 3911 1,388
Other taxation‘and social security ) : o .. 239 - 331
Accruals and deferred income , . ' c . ~ 415 - 731
19,334 16,480
" .Amounts owed to group undeitakings.are unsecured, rion-intereétbearing and repayable oo.demand.
14.  Borrowings S
: o 2018 - 2017

- £2000 . £000

The bank loans arc 1epayable as follows . . ) . T
- within one year or on demand S - 13,400 . © 13,100 .-
- one to two years . C . - : -

13400 - 13,100

The bani loans are secured on the freehold land and buildings and by a fixed and ﬂoatlng cha1ge over all of the company s
. assets. Intexest is charged on the loan-at 1.75% above base rate. ‘

15..  Provisions for liabilities'

P:roduct
. warranties
£000
_At | January 2018 , o o : (213)
Utilised in the year ‘ o ~ - ' : 213

: .At31 December 2018 ~ ' o ‘ . - =

The warranty provision is a provision for costs expccted to be incurred under the terms of wauanty and was fully utlhzcd in the
yean : . ,



Daido Industrial Bé’ari’ngs Eui‘ope Limited

Notes to the financial statements
For the year ended 31 December 2018

: >16‘.. Operating i,ease commitments- g -
5 _ a 2018 . 2017

SR L - S TE000 - £000
Obhgatlons unden non—cancellable operating leases are as follows: )
- within one year ‘ - ) 1 -5
- w1thm one to ﬁvc yeals R - . 154 - 12
205 . 7
17. Called up share capital and 1eserves : ’ )
' ' : ' ‘ . 2018 . 2017 ¢
. . L . £2000 £000 - -
* Allottéd, called up and fully paid S I o
‘A’ ordinary shares of £1 each - ' : , : 12,250 . 12,250
‘B’ ordinary shaies of £1 each . : . : o ©1,250 0 0 1,250
13,500 13,500.

The two different classes of shares rank pari passu.
The combany’s other reserves are as follows: ‘
; X - ] ) ‘ VN .
The pg'oﬁf and loss account represents cumulative profits or losses net of dividends paid and other adjustments.
+18. © Employee benefits
Defined cont,ributiohnv schemes

" The oompally opelétcs defined conu‘ll.)ntlon retirement benefit schemes for all quah'tymg employees. The totai cxpenso‘chan'éed
to profit or loss in the year ended 31 December 2018 was £214,000 (2017: £193,000). At the year-end unpald pension

R ‘ conmbutlons mcluded in accruals, were £ nil (2017 £59,621).

19. " Related party transactions.

-By virtue of bemg a wholly-owned sub51d|a1y the company has taken the exemption from dlsclosmg transactions with other
wholly owned gloup entities.

20. Ultimate parent undertaldng and controlling party
In the directors",opinion,’ the company’s ultimate parent undertaking and controlling party is Daido Metal Co., :Lt.d,, which is
incorporated in Japan. Daido Metal Co., Ltd is also the smallest and largest group. for which consolidated financial statements

"+ are prepared. - Copies of its group ﬂnancnal statements, which mclude the company, arc.available from 13F Nogoya Hirokoji *
Building, 2-3-1 Sakae Naka-ku Nagoya 460-0008, Japan. : . .
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