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Daido Industrial Bearings Europe Limited

Stfategic report
The directors, in preparing this strategic report, have complied with s414C of the Companies Act 2006.
REVIEW OF DEVELOPMENTS AND FUTURE PROSPECTS

The principal activity of the company comprises the manufacture of plam bearmgs for medium-speed diesel engmes and rotating
machinery, and small turbos for use in automotive turbo chargers. :

During 2017 the business environment remained very competitive. Positive indications of an increase in customer confidence
and market recovery were seen with turnover increasing 11.0% to £10,772,000 (2016: £9,706,000). However, the Company
continued to report a.loss before taxation of £1,482,000 (2016: £3,607,000) as the level of gross profit remains lower than
administrative expenses. The Directors expect the business to return to profit as the market continues to recover and turnover
and gross margin increase, At the year end the company had net liabilities of £4,576,000 (2016: £3,094,00).

The programme of quality improvexhent, on-time delivery improvement and cost control continued during 2017.

The programme of new product development continued by Daido Industrial Bearings Europe Limited in conjunction with Daido
Metal Co., Ltd, incorporated in Japan. During 2017, resources were invested in the successful launch of several new parts which
will positively impact the 2018 turnover.

Daido Industrial Bearings Europe Limited’s systems and processes remained continually under review during 2017 using the -
principles of Kaizen, 5S and TPM. In order to improve our three key performance indicators, the application of these prmclples
are fundamental. ) :

KEY PERFORMANCE INDICATORS

2017 2016
Annual sales increase / (decrease) : ' 110% (27.5%} -
Gross profit margin : _ ' 32.3% 46.4%
Scrap : ' 2.5% - _ 3.0%

Sales have increased which reflects the improvement in customer confidence and a gradual recovery in the market.
Meanwhile the gross profit margin has decreased due to increased direct labour and material costs. Scrap has decreased to 2.5%
as a result of successful improvement projects.

PRINCIPAL RISKS AND UNCERTAINTIES

Competitive envn'onment :
All markets in which the company operates experience a high degree of competition, with our main competitors. There remains
price pressure from our competitors throughout the marketplace. Daido Industrial Bearings Europe Limited has introduced -
competitive materials to the market and implemented cost contro[lmg and quality improvement measures o0 maintain a.

competitive edge

EMPLOYEES

~ The company seeks to recruit and retain the best employees in our market and has a policy of equal opportunity applicable to
the recruitment of new employees and to the management of existing employees. The safety of our employees is also an integral
part of company ethos and is supported by our select:on of manufacturing equipment suppliers and through ongoing training
programmes.

Approved by the Board of Directors
and signed on behalf of the Board

M
Diretor y/;/ e
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Daido Industrial Bearings Europe Limited
Directors’ report

The directors present their annual report on the affairs of the company, together with the financial statements and auditor’s
report, for the year ended 31 December 2017.

GOING CONCERN . r

Due to the loss recorded in the year and the net current liabilities position as at the year-end, the directors have received a letter
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. As a tesult, the directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future Thus they contmue to adopt the gomg concern basis
in preparing the annual financial statements .

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The company’s activities expose it to a numbex of financial risks including credit nsk cash flow risk and liquidity risk. The
company does not use derivative financial instruments for speculative purposes.

Cash row risk -

~

The company’s activities expose it primarily to the financial risks of changes i in foreign currency exchange rates and interest

_ rates. This is mitigated whereever possible by matching forengn currency receipts and payments. .

Interest-bearing assets and habllmes are held at fixed rate to ensure certainty of cash flows.

Credit risk |

The company’s principal financial assets are b.ank balances, trade and other receivables.

The company’s credit risk is primarily 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 previous experience, is evidence of a reduction in the recoverability of the cash flows.

The credlt risk on 1qu1d funds is hmlted because the counterparties are banks with high credit-ratings ass1gned by international
credit-rating agencies. - o !

The company has no significant concentration of credit risk, with exposure spread over a large number of counterparties and
customers.

Liquidity risk

In order to maintain liquidity to ensure that sufficient funds are available for ongoing operations and future developments, the
company uses a mixture of Jong-term and short-term debt finance.

DIVIDENDS

The directors can not recommend the payment of a dividend (2016: £nil).

DIRECTORS

" The directors, who served throughout the year and subsequently except as noted, were as follows:

K Shoda

N Hiramatsu

K Kogure

N Green

M Hopkins (appointed 4 July 2017)



Daido Industrial Bearings Europe Limited
Directors’ report (continued)
AUDITOR
Each of the persons who is a director at the date of approval of this report confirms that:

. so far as the director is aware, there is no relevant audit information of which the compém’y’s auditor is unaware; and

. 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 auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006. -

Deloitte LLP, having consented to act, have been appointed audltor of the company to hold office until the directors determine
otherwise.

APPROVAL OF REDUCED DISCLOSURES

" The company, as a qualifying entity, has taken advantage of the disclosure exemptions in FRS 102 péragraph 1.12. The

company’s shareholder has been notified in writing about the intention to take advantage of the disclosure exemptions and no

objections have been received.

The company also intends to take advantage of these exemptions in the financial statements to be issued in the following year.
Objectlons may be served on the company by Daido Metal Co., Ltd, as the immediate parent of the entity and 100% shareholder.
They should be served by no later than 31 December 2018.

Approved by the Board of Directors
and signed on behalf of the Board

Mea_ o ,

oo YYH .




Daido Industrial Bearings Europe Limited
Directors’ responsibilities statement

The directors are responsible for preparing the An.nual Report and the financial statements in accordance w1th 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 United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice), including FRS 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 gwe 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

. select suitable accounting_ policies and then apply them consistently;

. makéjudgements and accounting estimates that are reasonable and prudent;

. state whether applicablé UK Accounting Standards have bedn followed; and

U prepare the financial statements on the going concern basis unless it is mappropnate 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 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.



Independent auditor’s report to the member of Daido Industrial Bearings Europe Limit,ed

Report on the audit of the financial statements

Opinijon

In our opmlon the ﬁnancxal statements:
e give atrue and fair view of the state of the company’s affau's as at 31 December 2017 and of its loss for the year then ended;
e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice including

Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”; and
»  have been prepared in accordance with the requirements of the Compa_nies Act 2006.

We have audited the financial statements of Daido Industrial Bearings Europe Limited (the ¢ company *) which comprise:
e the profit and loss account;
o  the balance sheet;
* the statement of changes in equity; and
« the related notes | to 21.

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 apphcable in the UK and Repubhc of
Ireland” (United Kingdom Generally Accepted Accounting Practice).

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 UK, including the FRC’s Ethical Standard, and 'we have fulfilléd 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. )

Conclusions relating to go'ing concern

We are required by ISAs (UK) to report in respect of the following matters where: ~

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

e 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.

‘We have nothing to report in respect of these matters.

Other information

The directors are responsible for the other information. The other information comprises the information included in the annual report,
other than the financial statements and our auditor’s report thereon. Qur 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 domg 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 matetial 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 reqmred to report that fact.

We have nothmg to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, 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 contro] 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 concem 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.



Independent auditor’s report to the member of Daido Industrial Bearings Europe Limited
(contmued) :

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 goarantee 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 Reportmg Councx]’
website at: www.frc.org.uk/anditorsresponsibilities. This descnpnon forms part of our auditor’s report.

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 rcsponsibility 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. -

Report on other legal and regulatory requirements.

Opinjons on other matters prescribed-by the Companies Act 2006

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

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 any material misstatements in the strategic report or the directors’ report. '

" Matters on which we are required to report by exception

Under the Compariies Act 2006 we are required to report in respect of the following matters if, in our opinion:
¢ 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. '

We have nothing to report in respect of these matters,

oo Frrer

_Jason Parsons ACA (Senior statutory auditor)
for and on behalf of Deloitte LLP

Statutory Auditor

Bristol, United Kingdom

9 July 2018



Daido Industrial Bearings Europe Limited

" Profit and loss account
For the year ended 31 December 2017

Turnover
Cost of sales
Gross profit

Administrative expenses
Other operating income

Operating loss
Finance costs (net)
Loss on ordinary activities before taxation

Tax on loss on ordinary activities

Loss for the financial year attrlbutable to the equity shareholder

of the company

Note

2017 2016
£000 £2000
10,772 9,706 -
(7,295) (5,206)
3,477 4,500
(4,992) (8,073)
176 120
(1,339) - (3,453)
(143) (154)
(1482) (3,607
(1,482) (3,607)

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
At 31 December 2017

Fixed assets
Tangible assets

Current assefs
Stocks

Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year
Net current liabilities
Tot'al assets less current liabilities
. Creditors: amounts falling due after more than one year
Provisions for liabilities
Nef liabilities -
Capital and reserves
Called up share capital

Profit and loss account .

Shareholder’s deficit ) .

- Note

10

11
12

13

14

16

18
18

2017

© 2016
£000 - £2000
2,814 2,632
3,502 - 3,592

© 5,254 3,880

547" 1,901

9,303 9,373
(16,480) (14,644)
(7,177) (5,271)
(4,363) * (2,639)
o (122)
(213) (333)
(4,576) (3,094)

13,500 13,500
(18,076) (16,594)
- (3,094)

(4,576)

The financial statements of Daido Industrial Bearings Europe Limited (registered number 03616334) were approved by the

Board of Directors and authorlsed for issue on

They were signed on its behalf by:
N Green /
Director ?/?// -



" Daido Industrial Bearings Europe Limited

Statement of changes in equity
" At 31 December 2017

At 1 January 2016

Loss for the financial year
-At 31 December 2016

Loss for the financial year ‘

At 31 December 2017

Profit

Share and loss
capital . account Total
£000 £000 £000
13,500 (12,987) 513
- (3,607) (3,607)
13,500 (16,594) (3,094)
- (1,482) (1,482)
13,500 (18,076) (4,576)

10



Daido Industrial Bearings Europe Limited

. Notes to the financial statements
For the year ended 31 December 2017

1. Accounting policies‘ :

The principal accounting pohcxes are summarised below. They have all been applied conswtently throughout the year and to
the preceding year.

General mformaiton and basis of nccountmg

Daido Industrial Bearings Europe L:mxted is a company limited by shares incorporated in England and Wales under the
Companies Act, The address of the registered office is Daido Industrial Bearings Europe Limited, Winterhay Lane, Ilminster,
Somerset, TA19 9PH. The nature of the company’s operations and its principal activities are set out in the strategic report on

page 2. ) . !

The financial statements have been prepared under the historical cost convention, modified to include certain items at fair value,
and in accordance with Financial Repoiting Standard 102 (FRS 102) issued by the Financial Reporting Council.

The functional currency of Daido Industrial Bearings Europe Limited is considered to be pounds sterhng because that is the
currency of the primary economlc environment in which the company operates.

Da:do Industrial Bearings Europe lelted meets the deﬁnmon of a qualifying entity under FRS 102 and has theréfore taken
advantage of the disclosure exemptions available to it in respect of its separate financial statements. Daido Industrial Bearings
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 instruments, the presentation of a cash flow statement and remuneration of
key management personnel.

Going con ce’rn

Due to the loss recorded in the year and the net current liabilities position as at the year-end, the directors have received a letter
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 adapted the going concern basis in
preparing the annual report and accounts. '

Financial instruments

Financial assets and ﬁnanclal Ixabxlmes are recogmsed when the company becomes a party to the contractual prov:sxons of the
mstrument

Financial habxhtles and equlty instruments are classified according to the substance of the contractual arrangements entered
into. An equity instrument is any contract that evidences a residual interest in the assets of the company after deducting all of

its liabilities.

() Financial 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 the present value of the future payments discounted at a market rate of interest fora similar debt instrument.

Financial assets and liabilities are only 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 seftle on a net basis, or to realise the asset and settle the
liability smultaneously

_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, .

11



* Daido Industrial Bearings Europe Limited

Notes to the financial statements
For the year ended 31 December 2017

1. Accounting policies (continued)
Financial instruments (continued) B

(i) 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 consideration expected to be
paid or received, net of impairment.

Other debt instruments not meeting conditions of being ‘basic’ financial instruments are measured at fair value through proﬁtA
or loss. '

Commitments to make and receive loans which meet the conditions mentioned above are measured at cost (whwh may be nil)
less impairment. .

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the financial asset expire
or are settled, b) the company transfers to another party substantially all of the risks and rewards of ownership of the financial
asset, or ¢) the company, despite having retained some, but not a]l significant.risks and rewards of ownership, has transferred
control of the asset to another party. ‘ .

Financial liabilities are derecognised only when the obligation specified in the contract is discharged, canceﬂéd or expires.

(i) Equity instruments :
Equity instruments issued by the Company are recorded at the fair value of cash or other resources received or receivable, net

of direct 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, djrect labour and an attributable proportion of manufacturing overheads based on normal levels of
" activity. Cost is calculated using the Moving Average method Provision is made for obsolete, slow~movmg or defective items

where appropriate. -

Tangible fixed assels .

Tan gible fixed assets are stated at cost, net of depreciation and any provision for impairment. Impalrment charges are recognised
_ in administrative expenses in the profit and loss account.

Dcprecxation is provided on a straight-line basis, at the followmg annual rates in order to write off each asset over its estunated
useful life as follows:

Fréehold buildings over 25 years
Piant and machinery - over 8 to 10 years
Fixtures and fittings over 3 to 10 years

Assets under the course of construction are not subject to deprecxation until they are completed and ready for use. Freehold land
is not depreciated. .

Taxation

!

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or recovered) usmg the
tax rates and iaws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is recogmsed in respect of all tlming differences that have originated but not reversed at the balance sheet date
where transactions or events that result 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. Timing 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 periods different from
* those in which they are recognised in the financial statements.

12



Daido Industrial Bearings Europe Limited

Notes to the financial statements
For the year ended 31 December 2017

1. Accounting policies (continued)
Taxation (continued)

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the baéis of all available evidence,
it can be regarded 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 recognised in other comprehensive income or equity are chargeable to or deductible for tax purposes, the resulting *
current or deferred tax expense or income is presented in the same component of comprehenswe 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
intends either to settle on a net 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 off current tax assets
against current tax liabilities; and b) the deferred tax assets and deferred tax liabilities relate to income taxes levied by the same
taxation authority on either 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 significant
amounts of deferred tax liabilities or assets are expected to be settled or recovered.

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 have 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 térms are for customer collection, the point at which the goods are ready for
collection. Where payments are received from customers in advance of services provided, the amounts are recorded as deferred
income and included as patt of creditors due within one year. .

Employee benefits

Daido Industrial Bearings Europe Limited operates a defined contribution scheme. The amount charged to the profit and loss
account in respect of pension costs and other post-retirement benefits is the contribution payable in the year. Differences
between contributions payable in the year and contributions actually paid are shown as either an accrual or a prepayment in the
balance sheet .

Foreign currency

“Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies at the balance sheet date-are reported at the rates of exchange prevailing at that
date. '

Exchange differences are recognised in proﬁi or loss in the period in which they arise. (

Government grants

Government 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 operating leases are charged on a straight-line basis over the lease term, even if the payments are not made on
such a basis. )

13



Daido Industrial Bearings Europe Limited

Notes to the financial statements
For the year ended 31 December 2017

L Accounting policies (continued)

Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a result of a past event, it is
probable that the company will be required to seftle that obligation and a reliable estlmate 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 effect of the time value of money is material).

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 directors are required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and other factors that are considered .
to be relevant. Actual resuits may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

Critical judgements in applying the campany 's accounting policies

The following are the critical judgements, apart from those mvolvmg estimations (which are dealt with separately below), that
the directors have made in the process of applying the company’s accountmg policies and that have the most significant eﬁ'ect
on the amounts recognised in the financial statements.

Revenue recognition

The company has different collection and delivery terms with each of its customers, resulting in the revenue being recognised
at different points of the sale transaction for different customers. All revenues booked in these financial statements are
recognised when the significant risks and rewards are considered to have been transferred to the buyet.

Key source of estimation uncertainty

Impatrmem‘ of tangible assets : S
Determining whether tangible assets are impaired requires an estimation of their vaIue in use to the company. The value in use
calculation requlres 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 remaining useful economic lives of the respective assets. In the current year there was an
indication of impairment but upon review no impairment charge (2016 acharge of £1,900,000) has been made to adm1mstrat1Ve

expenses in the year.

Warranty provzszon
" The warranty provision is an area of key estimation uncertainty with customers making claims from time to time. Provision is
made from management’s best estimate of the liability at the balance sheet date based on past experience and any ongoing
discussions with customers.

t
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Daido Industrial Bearings Europe Limited

Notes to the financial statements
.For the year ended 31 December 2017

3. Turnover
Aﬂalysis of turnover bﬁr geographical market:

2017 2016

£'000 £000
United Kingdom o 10,102 8,958
Asia ) o 670 748
Total turnover 10,772 9,706
An analysis of the company’s turnover is as follows:
~ 2017 2016
' £'000 £000
Sale of goods - : - o 10,772 . 9,706
4, Finance costs (net)

. o . 2017 2016
Interest payable and similar charges = ; : £000 £°000-
Bank loans and overdrafts E : 128 120
Group loans s ' : 15 34

143 154
5.‘ Loss on ordinary activities before taxation ) .
‘ : : o . 2017 2016
Loss on ordinary activities before taxation is stated after charging/(crediting): £°000 £°000 .
Operating lease rentals : o .20 35
Depreciation on owned assets . ‘ . 124 543
Foreign exchange loss . . ' 74 110
Stock cost recognised as an expense . ) . 5,095 3,564
Grant income received ' - (689) (260)
Loss/(profit) on disposal of fixed assets : 9 - (162)
Impairment charge-on property, plant and equipment ' L. 1,900
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Daido Industrial Bearings Europe Limited

Notes to the financial statements
For the year ended 31 December 2017

6. Auditor’s remuneration

Fees payable to Deloitte LLP and their associates:
- audit of the company’s annual accounts

- taxation compliance services

- audit related assurance services

Total fees

7. Staff numbers and costs

The average monthly number of employees (includ}ng executive directors) was:

Management and other staff
Production

Their aggregate remuneration comprised: -

Wages and salaries
Social security costs
Other pension costs (see note 19)

8. Directors’ remuneration

Emoluments

" Remuneration of the highest paid director was:

Emoluments

The number of directors who:
Are members of a money purchase pension scheme

2016

2017

£°000 £000

30 26

6 6

- 4

36 36

2017 2016

Number Number
69 59 -

93 100

162 159

£’000 £2000

4,529 4,245

426 378

193 187

i 5,148 4,810

2017 2016

£'000 £2000

73 163

£°000 £2000

43 130

Number Number

1 -
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Daido Industrial Bearings Europe Limited -

Notes to the financial statements
For the year ended 31 December 2017

9. Tax on loss on ordinary activities
The tax charge comprises: . ' '
2017 2016

Current tax on loss on ordinary activities ) :
UK corporation tax o : . - -

There is no expiry date on timing différences unused tax Iosses or tax credits.

The difference between the total tax charge shown above and the amount calculated by applymg the standard rate of UK
corporation tax to the loss before taxation is as follows:

£000 £000

‘ Loss on ordinary activities before taxation o v ) (1,482) (3,607)

£°000 £°000

Tax on loss on ordinary activities at a standard rate of 19.25% (2016: 20.00%) . (285) (721)

Effects of: . » .

- Expenses not deductible for tax purposes ' 23 382
- Prior year adjustment in deferred tax asset not recognised : . (240) -
- Current year movement in deferred tax asset not recognised ' 265 - 7
- Group relief surrendered _ 237 332

Total tax charge for financial year - o - , .

The UK Government has indicated that it intends to enact a further vr‘eduction in the main fax rate to 17% by 1 April 2620. The
directors are not aware of any other factors that will materially affect the future tax charge.

Deferred tax

There is no provision for deferred tax.

The company has an unprov1ded deferred tax asset as at 31 December 2017 in relation to unused tax losses and capital
" allowances of £1,277,088 at-17% (2016: £1,011,731 at 17%) which has not been recognised since there is insufficient evidence

to suggest that a taxable profit will be available in the foreseeable future against which these losses and allowances can be
utilised.
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Daido Industrial Bearings Europe Limited

Notes to the financial statements
For the year ended 31 December 2017

10.  Tangible fixed assets

Cost or valuation
At 1 January 2017
Additions
Disposals
Transfers

At 31 December 2017
Depreciation

At 1 January 2017
Charge for the year
Disposals

At 31 December 2017
Net book value

At 31 December 2017

At 31 December 2016

11.. Stocks

Raw materials and consumables

Work in progress

Finished goods and goods for resale

12. Debtors

Amounts falling due within one year:

Trade debtors-

Amounts owed by group undertakings
Prepayments and accrued income

Assets in the '

Freehold _

land and Fixtures. Plant and course of :
buildings  and fittings machinery construction Total
£000 £000 £000 £000 £000
3,833 570 18,604 214 23,221
~ - 9 297 306
. - ' (249) - (249)
15 58 " 93 (166) -
3,848 628 18,457 . 345 23,278
1,477 508 18,604 . - 20,589
106 10 . 8 - 124
- - (249) - (249)
1,583 518 18,363 - 20,464
2,265 110 94 345 2,814
2,356 62 ' - 214 2,632
2017 2016
£000 £000
1,479 1,288
775 684
1,248 1,620
3,502 3,592
2017 2016
£000 £000
55 42,
5,113 3,589
! 86 249
' 5,254 3,880

Amounts.owed by group undertakings are unsécured, non-interest bearing and repayable on demand.
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Daido Industrial Beéring_s Europe Limited

\

Notes to the financial statements
For the year ended 31 December 2017

13, Creditors: amounts falling due within one year

2007 2016
£000 £000
" Bank loans : . . 13,100 . 11,500
Trade creditors ' . : 930 912
Amounts owed to group undertakmgs 1,388 770
Other taxation and social security . ‘ 331 240
Accruals and deferred incomq 731 . 1,222
16,480 . 14,644
Amounts owed to group undertakings are unsecured, non-interest bearing and repayable on demand.
14.  Creditors: amounts falling due after more than one year
' 2017 2016
‘ ‘ £000 £000
Bank loan : - 122
15. Borrowings . '
2017 . 2016
; £2000 £'000
The bank loan is repayable as follows: . .
- within one year or on demand 13,100 11,500
- one to two years ’ . . - 122
13,100 11,622

The bank loan is secured on the freehold land and buildings and by a ﬁxed and floating charge over all of the company’s assets.
Interest is charged on the loan at 1.75% above base rate.

16. -Provisions for liabilities

Product

warranties

£2000
At 1 January 2017 ’ (333)
Utilised in the year: ' ' 120
At 31 December 2017 , ‘ ‘ . . (213)

The warranty provision is a provision for costs expected to be'incurred under the terms of warranty and is payable within one
year. ’
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Daido Industrial Bearings Europe Limited

Notés to the financiai statements
For the year ended 31 December 2017

17.. Operating lease commitments T
‘ 2017 2016

£2000 £°000
Obligations: under non-cancellable operating leases are as follows:
- within one year : 5 1
- within one to five years S 12 -
17 - 1
18. - Called up share capital and reserves
2017 2016
: £°000 £000
Allotted, called up and fully paid .
‘A’ ordinary shares of £1 each ’ . ‘ 12,250 12,250
‘B’ ordinary shares of £1 each ‘ 1,250 1,250
13,500 . 13,500
The two different classes of shares rank pari passu. ' : BN

The company’s other reserves are as follows:

“The profit and loss reserve represents cumulative profits or losses net of dividends paid and other adjustments.

19. " Employee benefits
Defined contribution schemes
The company operates defined contribution retirement benefit schemes for all qualifyiﬁg employees. The total expense charged

to profit or loss in the period ended 31 December 2017 was £193,000 (2016 £187,000). At the year end unpaid pension
contributions, included in accruals, were £59,621 (2016: £rul) N

20.  Related party transactions

During the year the coméany purchased goods in the ordinary course of business from Daido Metal Co., Ltd the ultimate parent
and controlling party at a cost of £1,685,075 (2016: £1,109,536). Amounts owed by and to the ultunate parent company at the
reportmg date were £52,636 and £720,078 (2016: £73,626 and £419, 187)

21, Ultlmate parent undertaking and controllmg party
In the directors’ opinion, the company’s ultimate parent undertaking and controlling party is Da1do Metal Co., Ltd, which is
incorporated in Japan. Daido Metal Co., Ltd is also the smallest and largest group for which consolidated ﬁnancxal statements

are prepared. Copies of its group financial statements, which include the company, are available from 13F Nogoya Hirokoji
Building, 2-3-1 Sakae Naka-ku Nagoya, 460-0008, Japan.
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