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Daikin Airconditioning UK Limited

Strategic report »
for the year ended 31 March 2019

The directors present their Strategic Report on the company for the year ended 31 March 2018.
Review of business

The company is the primary distributor of Daikin Heating, Ventilation and Air Condmonlng (HVAC) product range
in the UK market with a primary focus on air conditioning units.

Historically, the company has mainly focused on the UK commercial climate control markef where it is one of the
market leaders. Within this market it sells .air conditioning, ventilation and applied products, mainly to
professional installers, dealers and wholesalers.

' Turnover increased by £18,445,000 from £157,189,000 in the prior year to £176,634,000 in the curreni year. This
strong performance during difficult market conditions was mainly achieved by increasing sales volumes and
price increases in the current year. Furthermore, the company has maintained a healthy profit for the financial
year.

- The company proposed and paid dividends of £3,500,000 in the current period, which shows that the company is
in a healthy financial state. Furthermore, the company’s retained earnings increased to £8,014,000 from .
£6,219,000 in the previous year. The company's net assets increased by £1,795,000 in the current year. This
increase was mainly due to the i |ncrease in net current assets with debtors increasing by £2,397,000.

Wages and salaries increased to £14,233,000 in the current year, a strong increase from the previous year. This
is mainly due to the company’s expansion in traditional and new business areas, resulting in strong company
growth, -

As heat pump technology has continued to increase its share in the heating market, the Daikin group
continuously invests in the development of revenue from the domestic heating market, introducing air-to-water
heat pumps and hybrid systems as a renewable and alternative heating system to the traditional boiler systems.
The development of this market is due to accelerate in the near future as the government is committed to
support renewable heat with financial incentives. However to become a full heating player, the company has also
launched a new boiler range, so installers can purchase renewable and traditional heating equipment from the
same manufacturer.

The company noticed that market conditions worsened throughout the year. The uncertainty in the market as a
result of the ongoing Brexit debate resulted in a slowdown on the high street and for larger projects, mainly in
and around London. The company has compensated for this by continuing to diversify its business, mainly
towards renewable heating solutions which is still a healthily growing market.

Related to Brexit, the company was and is fully prepared. for any possible scenario. Additional stock, upgraded IT
platforms, customs procedures and support to non UK staff has all been prepared and executed.

With market conditions expected to stay tough over the next few years, the company is dedicated to continue to
reduce its operat\onal costs in order to ensure a healthy financial situation. The company has continuous
improvement projects which range from optimising its operational set up but also related to strict follow up of
operational expenses.
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Daikin Airconditioning UK Limited

Strategic report (continued)
for the year ended 31 March 2019

Principal risks and uncertainties

~The pnnmpal risks and uncertalntles facing the company include the following:

- Market risk
The company operates in a highly competitive market but the quality and consistency of the company’s product

. and services minimises the risk of losing sales to its key competitors. The company manages this risk by

providing innovative products to its customers, having fast response times to customer enquiries and maintaining
strong relationships with its customers.

The main immediate market risk relates to the outcome of Brexit. The company is fully prepared for a possible
no-deal scenario, however, risks need to be analysed when they come up when this pracess comes to an end.
The risk of foreign exchange fluctuations between sterling and the Euro are covered by the company’s European
HQ.

- Product defect risk and warranty

The company is exposed to the risk of defective products The company manages the risk of product defects by
holding warranty provisions against sales revenue within the warranty period, which varies from 1 — 7 years,
depending on product type and customer status.

- Credit risk

Credit risk refers to the risk that a counterparty will default on.its contractual obllgatlons resulting in financial loss
to the company. 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. In the event that a loss has been
identified or occurred a provision has been made for impairment. The company’'s management further mitigates
the risk by obtaining credit insurance against the majority of its customers. The company has no significant
credit risk, due to the exposure being spread over a large number of customers.

- Liquidity risk

In order to maintain liquidity to ensure sufficient funds are available for ongoing operations and future
developments, the company uses a mixture of its own cash reserves and times the payment of funds to fellow
group companies.

Key financial performance indicators

The key performance indicators of the company are stock turn days at 8 days {2018: 9 days) and debtor days at
84 days (2018: 94 days). Debtor days has decreased due to new extended payment terms which were agreed
with a number of existing customers had been in place in prior year.

Future developments

The company has a wide range of new solutions lined up for the UK market. All these development relate to the
existing heating, ventilation and air conditioning markets the company is active in.

This report was approved by the board on 25 November 2019 and signed on its behaif by:

A McGinlay
Director

The Heights DA!K!N UK UMETEB
Brooklands '

Weybridge

Surrey

KT13 ONY
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Daikin Airconditioning UK Limited

Directors' report
for the year ended 31 March 2019

The directors present their report and the audited financial statements of the company for the year ended 31
March 2018.

Results and dividends
The prbﬁt for the year, after taxation, amounted to £5,295,000 (2018: £5,453,000).

During the year, the company proposed and paid dividends amountlng to £3,500,000 (29 4p per ordinary share)
(2018: £3, 800 000 (31.9p per ordlnary share))

Future developments
An indication of the likely future developments of the company is provided in the Strategic Report on page 3.
Going concern

The directors have carried out a review of the company's expected performance in conjunction with budgets and °
cash flow requirements of the business to assess going concern. Whilst they recognise that the company
remains exposed to the risk of an uncertain' economic environment as seen in recent years, they have a
reasonable expectation that the company has adequate resources to continue in operatlonal existence for the
foreseeable future. Thus they continue to adopt the going concern basis of accounting in preparing the financial
statements.

Directors .

The directors who held -office during the year and up to the date of signing the financial statements, except as
otherwise noted, are as foliows: .

M Dyer

H Ishikawa

M Krutz (resigned 28 February 2019)
A McGinlay (appointed 1 March 2019)
W De Schacht

" T Tsubouchi

J Umamoto

Financial risk management objectives and policies

The discussion of financial risk management objectives and policies has been promoted to the Strateglc Report
within the ‘Principal risks and uncertainties’ section.

Employee consultation
The company places considerable value on the involvement of its employees and has continued to keep them
informed on matters affecting them as employees and on the various factors affecting the performance of the

company. This is achieved through formal and informal meetings and the company newsletter. Employee
representatives are consulted regularly on a wide range of matters affectmg their current and future interests.
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Daikin Airconditioning UK Limited

Directors' report (continued)
for the year ended 31 March 2019

Disabled employees

Applications for employment by dlsabled persons are always fully considered, bearing in mind the aptitudes of
the applicant concerned. In the event of members of staff becoming disabled every effort is made to ensure that
their employment with the company continues and that appropriate training is arranged. It is the policy of the
company that the training, caréer development and promotlon of disabled persons should, as far as possible, be
identical to that of other employees. .

Events after the balance sheet date

There have been no'significant events after the balance sheet date.

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 that director is aware, there is no relevant audit information of which the company's auditor is
* unaware; and
° that 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.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the
Companies Act 2006. .

Auditor

Deloitte LLP have expressed their willingness to continue in office as audltor and a resolution to re-appoint them
will be proposed at the forthcoming Annual General Meeting.

This report was approved by the board on 25 November 2019 and signed on its behalf by:

A McGinlay
Director

The Heights MANAGING DIRECTOR

Brooklands DAIKIN UK LIMITED
Weybridge :
Surrey

KT13 ONY

Page 4



Daikin Airconditioning UK Limited

Directors' responsibilities statement
for the year ended 31 March 2019

The diréctors are responsible for preparing the annual report and the fi nanmal statements of the company in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements of the company for each financial year.
Under that law the directors have elected to prepare the ﬁnanmal statements |n accordance W|th United Klngdom
Financial Reportlng Standard 102 ‘The Fmant:lal Reportmg Standard abbhcable in the’ UK and Republic of
Ireland’ ("FRS 102").

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 and then apply them consistently; )
. make judgements and accounting estimates that are reasonable and prudent;
. state whether applicable United Kingdom Accounting Standards, including FRS 102 have been followed,

subject to any material departures disclosed and explained in the financial statements; and

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

The directors are responsible for 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.
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Daikin Airconditioning UK Limited

Independent auditor's report to the members of Daikin Airconditioning
UK Limited

Report on the audit of the financial staterrnents

Opinion_

In our opinion the financial statements of Daikin Airconditioning UK Limited (the ‘company’):

. give a true and fair view of the company's affairs as at 31 March 2019 and of its prof it for the year then
ended,
) have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice, including Financial Reporting Standard 102 “The Financial Reportlng Standard applicable in the
UK and Republic of Ireland”; and

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

We have audited the financial statements which comprise:

. the profit and loss account;

. the balance sheet;

. the statement of changes in equity; and
. the related notes 1 to 22, .

The financial reparting 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” (Umted Kingdom Generally Accepted Accountlng 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 Financial Reporting Council's ("the FRC'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.

Conclusions relating to going concern

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

. 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 financial statements are
authorised for issue.

We have nothing to report in respect of these matters.
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Daikin Airconditioning UK Limited

Independent auditor's report to the members of Daikin Alrcondltlonmg
UK Limited (continued)

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. 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 respect of these matters.
Responsibilities of directors

As explained more fully in the dlrectors responsibilities statement, the dlrectors are responsnble 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.

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 FRC's
website at https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.
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Daikin Airconditioning UK Limited

Independent auditor's report to the members of Daikin A|rcond|t|on|ng
UK Limited (continued)

Report on other legal and regulatory requirements

Opinions 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
ﬂnancnal statements are prepared is consistent with the financial statements; and

. the strateglc report and the directors' report have been prepared in accordance with applicable legat
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 Companies 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 ﬂnencial statements are not in agreement with the accounting records and returne; or

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

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

We have nothing to report in respect of these matters.
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
Companles 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 permrtted 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.

—_—

Andrew Hornby FCA (Senior Statuitory Auditor)
for and on behalf of -

Deloitte LLP

Statutory Auditor:

Reading

United Kingdom

Date: 26 November 2019
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Daikin Airconditioning UK Limited

Profit and loss account
for the year ended 31 March 2019

2019 ' 2018
Note £000 '£000
Turnover. 5 . 176,634 167,189
Cost of sales ' (141,897) (123,460)
Gross profit : B 34,73‘7“ 33,'729 .
" Administrative expensés " ’ ’ (27,861) v (26,746)
Operating profit 6,876 6,983
Net finance expense ) ’ 9 S ‘ (5)
Profit before taxation _ ' . 6 6,876 6,973
Tax on profit 10 (1,581) (1,525)
Profit for the financial year . 5,295 D 5453

. The notes on pages 12 to 28 are an integral part of these financial statements.
The company's results are derived from continuing operations.

The company has no other comprehensive income for the current and preceding financial year. Therefore no
separate statement of comprehensive income has been presented.

Page 9



Daikin Airconditioning UK Limited

Balance sheet
as at 31 March 2019

Note
Fixed assets
intangible assets ‘ 11
Tangible assets 12
Current assets
Stocks . ] 13
Debtors 14 .
Cash at bank and in hand
Creditors: amounts falling due wnthln one
year . 15
Net current assets
Total assets less current liabilities
Provisions for liabilities
Other provisions 17
Net assets
Capital and reserves
Called up share capital ) 18

Retained earnings .

Total equity

- Registered number: 04616794

2019

£000

43

1,185

1,228
3,182 3,297
48,511 46,114
630 . 664
52,323 - 50,075
(31,329) . (30,827)

20,994

22,222

(2,308)

19,914

11,900

8,014

19,914

The notes on pages 12 to 28 are an integrél part of these financial statements.

2018
£000

32
1,037

1,069

19,248

20,317

(2,198)

18119

11,900
6,219

18,119

The financial statements and accompanying notes on pages 9 to 28 were approved and authorised for issue by
the board of directors on 25 November 2019 and were signed on its behalf by:

AMcitiay gt (UL LA
MAN AGINC’DIRECTO&
DAIKIN Ui umurw

Page 10



Daikin Airconditioning UK Limited

Statement of changes in equity
for the year ended 31 March 2019

At 1 April 2018
Profit for the financial year, representing total comprehensive
income . .

Dividends (see note 19)

At 31 March 2019

Statement of changes in equity
for the year ended 31 March 2018

At 1 April 2017
Profit for the financial yéar, repfesenting total comprehensive
income

Dividends (see note 19)

At 31 March 2018

Called up Retained
share capital earnings Total equity
£000 £000 £000
11,900 6,219 18,119
: 5,295 5,295
- (3,500) (3,500)
11,900 8,014 19,914
Called up Retained ‘
share capital earnings Total equity
£000° £000 £000
11,900 4,566 16,466
s 5,453 5,453
- (3,800) (3,800)
11,900 6,219 18,119

The notés on pages 12 to 28 are an integral part of these financial statements.
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Daikin Airconditioning UK Limifed \

Notes to the financial statements
for the year ended 31 March 2019

1.

General information

Daikin Airconditioning UK Limited (“the company") is the primary distributor of the Daikin Heating,
Ventilation and Air Conditioning (HVAC) product range in the UK market with a primary focus on air
conditioning units.

The company is a private cdmbany limited by shéres and is incorporated and domiciled in England. The
address of its registered office is The Heights, Brooklands, Weybridge, Surrey, KT13 ONY.

Statement of compliance \

" The individual fi nancial statements of the company have been prepared in compliance with United

Kingdom Accountmg Standards, comprising Financial Réporting Standard 102, ‘The Financial Reporting
Standard applicable in the UK and Republic of Ireland' ("FRS'102") and the' Companies-Act 2006.

Summary of significant accounting policies '

The pnncupal accounting policies applied. in the preparation of these financial statements are set out
below. These pohcues have been conSIstently applied to all the years presented, unless otherwise stated.

3.1 Basis of preparatton

These financial statements have been prepared on a going concern basis, under the historical cost
convention. )

The company's functional and presentational currency is the pound sterling.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in the process of applying
the campany's accounting policies. The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the.financial statements are disclosed in
note 4. - g

3.2 Going concern

The dlrectors have carried out a review of the company's expected performance in conjunction with
budgets and cash flow requireménts of the business to assess going concern. Whilst they recognise
that the company remains exposed to the risk of an uncertain economic enwronment as seen in
recent years, they have a reasonable expectatlon that the company has adequate resources to
continue in operational existence for the foreseeable future. Thus they continue to adopt the going
concern basis of accounting in preparing the financial statements.
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Daikin Airconditioning UK Limited

Notes to the financial statements

3.

- for the year ended 31 March 2019

Summary of significant accounting policies (continued)

33

34

Exemptions for qualifying entities under FRS 102

The company has taken advantage of the following disclosure exemptlons in preparing these
financial statements, as permitted by FRS 102:

- preparing a statement of cash flows;

- Télated party transactions with wholly owned members within the Daikin group;

- disclosure of key management personnel compensation; and
- preparing certain financial instrument disclosures.

- The company has taken advantage of these exemptions on the basis that it meets the definition of a

qualifying entity and its ultimate parent undertaking, Daikin Industries Limited, includes the related
disclosures in its own consolidated financial statements. Details of where those financial statements
may be obtaired can be found in note 21.

Other than the exemptions taken above, the company has applied the recognition, measurement and
disclosure requirements of FRS 102.

Foreign currency

Foreign éurrency transactions are translated into the functional currency using the spot exchange

. rates at the dates of the transactions.

3.5

3.6

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.

Foreigh 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.

Revenue recogriition
Revenue is measured at the fair value of the consideration received or receivable and represents the
amount receivable for goods supplied, net of returns, discounts and rebates allowed by the company
and value added taxes.

The company recognises revenue when the goods are physically delivered to the customer. Where
payments are received from customers in advance of the goods being delivered, the amounts are

‘included as part of creditors due within one year.

Interest income is recognised using the effective interest rate method,
Interest payable

Interest payable is recognised in the profit and loss account in the year in which the interest expense
is incurred.
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Daikin Airconditioning UK Limited

Notes to the financial statements

3.

for the year ended 31 March 2019

Summiary of significant accounting policies (continued)

3.7 Empioyee benefits

The company provides a range of benefits to employees, including annual bonus arrangements, paid
holiday arrarngements and defined contribution pension plans. .

(i) Short term benefits

Shoart term benefits, including holiday pay and other similar ndn-monetary benefits, are recognised as
an expense in the period in which the service is received.

(i) Annual bonus plan

The company operates an annual bonus plan for employees. An expense is recognised in the profit
and loss account wheén the company has a legal or constructive obligation to make payments under
the plan as a result of past events and a reliable estimate of the obligation can be made.

(iii) Defined contribution pension scheme

The company operates a defined contribution scheme for its employees. A defined contrlbutlon
scheme is a pension scheme under which the company pays fixed contributioris into a separate
entity: Once the contributions have been paid the company has no firther payment obligations. The
confributions are recognised as an expense when they are due. Amounts not paid are shown in
accruals in the balance sheet. The assets of the scheme are held separately from the company in
independently administered funds.
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2018

3. .

Summary of significant accounting policies (continued)

3.8

3.9

Taxation

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

Current or deferred tax assets and liabilities are not discounted.”

(i) Current tax

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

enacted by the year end.

Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provnslons where appropriate on

_ the basis of amounts expected to be paid to the tax authorities.

(ii) Deferred tax

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

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

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

Intangible fixed assets -

Intangible fixed assets are stated at cost less accumulated amortisation and accumulated |mpa|rment

losses. Amortisation is calculated, using the straight-line method to allocate the depreciable amount
of the assets to their residual value over their estimated useful lives as described below.

Software is amortised over its estimated useful life, of between three and five years, on a straight-line
basis.

Purchased goodwill, representing any excess of the fair value of consideration given over the fair
value of identifiable assets and liabilities acquired, is capitalised.in the period in which it arisés and
amortised over its estimated useful life up to a maximum of 10 years. The directors regard 10 years
as a reasonable approximation of the estimated useful life of goodwill.
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2019

3

Summary of significant accounting policies (continued)

3.10 Tangible fixed assets

Tangible fixed assets are stated at cost less depreciation and provision for future impairment.

Cost includes the original purchase price, costs directly attributable to bringing the asset to its
working condition for its intended use, dismantling and restoration costs and borrowing costs
capitalised.

Depreciation is provided at rates calculated to write off the cost of fixed assets, less their estimated
residual value, on a straight-line basis, by equal annual |nsta|ments over their estimated usefui
economic lives as follows:

Leasehold improvements = 5- 8 years
Fixtures, fittings and computer equipment - 3-5years

3.11 Operating leased assets

Payments under operating leases are charged to the prof it and Ioss account on a straight-fine basis
over the period of the lease. ‘

3.12 Impairment of non-financial assets

At each balance sheet date non-financial assets not carried at fair value are assessed to determine
whether there is an indication that the asset may be impaired. If there is such an indication the
recoverable amount of the asset is compared to the carrying amount of the asset.

The recoverable amount of the asset is the higher of the fair value less costs to sell and value in use.
Value in use is defined as the present value of the future cash flows before interest and tax
obtainable as a result of the asset's continued use. These cash flows are discounted using a pre-tax
discount rate that represents the current market risk-free rate and the risks inherent in the asset.

If the recoverable amount of the asset is estimated to be lower than the carrying amount, the carrying
amount is reduced to its recoverable amount. An impairment Ioss is recogmsed in the profit and loss
account, unless the asset has been revalued when the amount is recognised in other comprehensive
income to the extent of any previously recognised revaluation. Thereafter any excess is recognised in
the profit and loss account.

if an impairment loss is subsequently reversed, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but only to the extent that the revised carrying amount
does not exceed the carrying amount that would have been determined (net of depreciation or
amortisation) had no impairment loss been recognised in prior periods. A reversal of an impairment
Ioss is recognised in the profit and Ioss account:

3.13 Stocks

Stock is stated at the lower of cost and net realisable value. Cost is calculated using the weighted
average cost method. Net realisable value is based on estimated selling price, less further costs
expected to be incurred to completion and disposal. Provision is made for obsoléte, slow-moving or
defective items where appropriate.
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2019

3.

Summary of significant accounting policies (continued)

3.14 Cash and cash equivélents

Cash and cash equivalents includes short term deposits held with banks and bank overdrafts.

Bank overdrafts are shown within current liabilities.

3.15 F"rovisions

Provisions for warranties and product liability, lease restoration and legal claims are recognised
when: the company has a legal or constructive obllgatlon as a result of a past event; it is probable
that an outflow of resources will be required to settle the obligation and; the amount has been reliably
estimated. Prqwsxons are not recognised for future operating losses.

- Provisions are discounted where the time value of money is material.

Where there are a number of similar obligations, for example where a warranty provision has been
given, the likelihood that an outflow will be requwed in settlement is determined by considering the
class of the obllgatlons as a whole. A provision is recognised even if the likelihood of an outflow with
respect to any one item included in the same class of obligations may be smalil.

3.16 Financial instruments

The company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of f‘nanc:lal
instruments.

(i) Financial assets

Basic financial assets, including trade debtors, amounts owed by group undertakings' and cash and
bank balances, are initially recognised at transaction price, unless the arrangement constitutes a
financing transaction where the transaction is measured at the present .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 a 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) 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 addmonal
restrictions.
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2019

3.

Summary of significant accounting policies (continued)
3.16 Financial instruments (continued)

(i) Financial liabilities

Basic financial liabilities, including trade and other creditors and amounts owed to group
undertakings; 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
payments discounted at a market rate of interest.

Basic 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 ordlnary
course of business from suppliers. Accounts payable 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.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual

‘obligation is dlscharged cancelled or expires.

.

(i) Offsettlng

Financial assets and liabilities are offset and the net amounts presented in the financial statements
when there is an enforceable right to set off the recognised amotints and there is an intention to settle
on a net basis or to realise the asset and settle the liability simultaneously.

3.17 Share capital

Ordinary shares are classified as equity.

3.18 Distributions to equity holders

Dividends and other distributions to the company's shareholders are recognised as a liability in the
financial statements in the perlod in which the dividends and other distributions are approved by the
company's shareholders until they are paid. These amounts are recognised in the statement of
changes in equity.
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2019

4,

Critical accounting judgements and 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.

(a) Critical judgements in applying the company's accounting policies

At 31 March 2018, the company did not make any critical judgements in applying its accounting policies.
(b) Critical accounting estimates and assumptions

The company makes estimates and assumptions concerning thé 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 aré addressed below: ’ :
(i) 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, the company considers factors including the current credit rating of
the debtor, the ageing profile of debtors and historical experience. See note 14 for the carrying amount of
debtors and the associated impairment provision. '

(ii) Provisions

Provision is made for warranties and the decommissioning of buildings. These provisions require
management's best estimate of the costs that will be incurred based on legislative and contractual
requirements, See note 17 for the carrying amount of provisions.

Turnover

The operations of the company are based exclusively in the United Kingdom.

An analysis of turnover by class of business is as follows:

2019 2018
. £000 £000
Distribution of HVAC Units and Spare Parts ' 176,634 157,189
" A geographical analysis of turnover by destination is as follows:
/ 2019 2018
' ‘ £000 £000
United Kingdom : ' 176,256 157,035
Rest of Europe : 29 73

- Rest of World 349 - 81

176,634 157,189
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Daikin Airconditioning UK Limited

Notes to the financial statements

“ for the year ended 31 March 2019

Profit before taxation

Profit before taxation is stated after chérging/(crediting)

2018 2018
) £000 -£000

Depreciation of tangible fixed assets 333 305
Amortisation of intangible fixed assets .20 1
Stock recognised as an expense .138,871. 121,689
Fees payable to the compény's auditor for the audit of the company's
annual financial statements 81 . A
Fees payable to the company's auditor for other non-audit services 20 ~
Operating lease rentals: : .
- plant and machinery . 160 187
- other ‘ : , 1,654 1,707
(Gain)/loss on foreign exchange A 4) 3
Directors’' remuneration

2019 2018

£000 . £000
Directors' emoluments 624 . 600

i

The highest paid dlrector received fees and other emoluments (excluding pension ' contributions)’

- amounting to £339, 000 (2018: £373,000).

The remuneration paid to the directors disclosed above is borne by the company. In addition, the
directors received from other group companies emoluments of £274,000 (2018: £276 ,000), which
includes pension: contributions of £Nil (2018 £Nil), for serwces as directors of the company.
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2019

8. Employees

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

Wages and salaries -
Sacial security costs
Pension costs

2019

2018

£000 £000
14,233 13,929
2,108 1917
1,146 1,037
17,484 - 16,883

Pension contributions charged to the profit and loss account are in respect of amounts paid to a defined
contribution scheme operated by thé company. There were no contributions outstanding at 31 March

2019 (2018: £Nil).

" The average monthly number dftemployees, including executive directors; during the year was as follows:

Management and adminisfration .
Sales and distribution |

9.  Net finance expense

Other interest receivable
Other interest payable
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2019 2018
No. No.
46 40
234 221
280 261
2019 2018
£000 £000
2 2
(2) @)
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Daikin Airconditioning UK Limited

Notes.to the financial statements
for the year ended 31 March 2019

10. Tax on profit

2019 2018
£000 £000
Corporation tax
UK corporation tax on profit for the year 1,588 1,530
Adjustments in respect of prior periods . (21) 2
Total current tax 1,567 1,528
' Deferred tax
Origination and reversal of timing differences . Y] ' (9
Effect of changes in tax rates ’ _ - 1
Adjustments in respect of prior periods 21 5
Total deferred tax ' 14 (5)
' Tax on profit ‘ o581

Factors affecting tax charge for the year

1,525

The tax assessed forthe'year is higher (2018: higher) than the standard rate of corporation tax in the UK

of 19% (2018: 19%). The differences are explained below:

2019 2018
£000 £000
Profit before taxation . 6,876 6,978
Profit multiplied by standard rate of corporation tax in the UK of 19% (2018:
19%) 1,306 1,326
Effects of: ' ' '
Expenses not deductible for tax purposes 275 195
Adjustments:in respect of prior periods ‘ . - 3
Effect of changes in tax rates ' _ ‘- 1
Tax on profit R T T4,581 ‘ 1,525
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Daikin Airconditioning UK Limited

Notés to the financial statements
for the year ended 31 March 2019

10. Taxon profi't (continued)

Factors that may affect future tax charges

‘Changes to the UK corporation tax rates were substantively enacted as part of Finance Bill 2016 (on 7
September 2016). These include reductions to the main rate to reduce the rate to 17% from 1 April 2020.
Deferred taxes at the balance sheet date have been measured using the enacted tax rates and reflected
in the financial statemeénts.

11. Intangible fixed assets

’ Computer
software Goodwill Total
£000 £000 . £000
Cost .
At 1 April 2018 ‘ 1,851 8,957 10,808
Additions o . 31 - 31
Amounts written off - (8,957) (8 957)
At 31 March 2019 1,882 - 1,882
Amortisation
At 1 April 2018 1,819 8,957 10,776
Charge for the year . 20 - 20
Amotints written off . - (8,957) (8,957)
At 31 March 2019 © 4,839 . 1,839
Net book value :
- 43 - 43
At 31 March 2019 ‘ — ‘ S—
At 31 March 2018 32 - 32

“On 30 September 2004, the trade, assets and liabilities of Daikin Airconditioning UK North Limited,
MacQueen Holdings, Daikin Airconditioning UK East Limited, DAUKE Limited and Daikin Alrconditlonlng
UK West Limited were transferred to the company at their carrying book value reflecting the carryirig
-value of goodwill associated with these businesses. A transfer was made from cost of investment in
subsidiaries to goodwill. -
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Daikin Airconditioning UK Limited -

Notes to the financial statements
for the year ended 31 March 2019

12. Tangible fixed assets

Cost

At 1 April 2018
Additions
Disposal

At 31 March 2019

Depreciation

At 1 April 2018
Charge for the year
‘Disposal

At 31 March 2019

Net book value

At 31 March 2019

At 31 March'2018

13. Stocks

Finished goods

Fixtures,fittings
Leasehold and computer
improvements equipment Total
£000 £000 £000
1,379 2,402 3,781
419 . 64 483
3) - 3
1,795 2,466 4,261
948 1,796 2,744
205 128 333
) : ()
1,152 1,924 3,076
643 542 1,185
431 606 1,037
2019 2018
£000 £000
-3,182 3,297

There is no material difference between the balance sheet value of stocks and their replacement value.
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2019

14. Debtors

-2019 2018
£000 £000
Trade debtors L 41,068 40,681
Amounts owed by group undertakings , A 6,199 4,171
Deferred tax asset (see note 16) ( . 40 54
Prepayments and accrued income 1,204 1,208

48511 46,114

. Trade debtors are stated after provisions for impéirmer‘\t of £114,000 (2018: £67,000).

Amounts owed by group undertakings are repayable on demand and incur interest at GBP ICE LIBOR
plus 0.125%. . )

15. Creditors: amounts falling due within one year

2019 2018

£000 £000

Trade creditors . ' 1,212 1,894

. Amounts owed to group undertakings ' ' : 19,977 " 19,809
Corporation tax payable ' 1,650 T 819
Taxation and social security h - 2,152 . 2,294
Other creditors ' . 121 29

Accruals and deferred income 6,217 5,982

1

Amounts owed to group undertakings are repayable on demand and lncur interest at GBP ICE LIBOR
plus 0.125%.
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Daikin Airconditioning UK Limited

Notés to the financial statements
for the year ended 31 March 2019 -

16. Deferred tax

£000

At1April2018 54
Credit to the profit and loss account 7
» Adjustments in respect of prior periods (21)
At 31 March 2019 40

The deferred tax balance included in the balance sheet is as follows:

2019 2018

£000 £000

Decelerated capital allowances ] - 22 54
. Other short term timing differences 18 -
40 . 54

The d_eferre'd tax asset has been recognised since there |s a reasonable expectation that the company
will have suitable taxable profits against which the asset can be recovered. The deferred tax asset

expected to reverse in the next 12 months is £30,000.
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2019

17.

18.

19.

Other provisions
Lease
Warranty restoration .
provision provision Total
£000 £000 £000.

At 1 April 2018 1,821 377 2,198
Charged to the profit and loss account , 998 128 1,126
Utilised during the year (1,016) , - ) (1,016)

. At 31 March 2019 1,803 505 2,308

Warranty provision.

Warranty provisions are held against sales revenue within the warranty period, which varies from 1 - 7
years. The provisions are expected to be utilised within this period or released unused as it expires. The
provisions are an estimate based on past experience of actual claims, therefore the amount and timing of
future utilisation cannot be predicted with certainty.

Lease restoration provision A

At the inception of the lease by the company of its premises, it was agreed that alterations could be made

to the building provided that the building would be returned to its original state at the end of the lease. The . -

lease is currently expected to expire in 2020. The expected liability is recorded at current prices.

Called up share capital

2019 2018
: ’ £000 £000
Allotted, called up and fully paid ’

11,900,000 ordinary shares of £1 each ) . 11,800 11,900

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

Dividends
2019 2018
£000 £000
Interim dividend paid 29.4p (2018: 31.9p) per ordinary share ' 3,500 3,800
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Daikin Airconditioning UK Limited

Notes to the financial statements
for the year ended 31 March 2019

20.

21.

22

Commitments under operating leases

At 31 March 2019, the company had future minimum lease payments under non-cancellable operating

leases for each of the following periods:

2019

2018

£000 £000

Not later than one year - ' 711 646
Later than one year and notlater than five years ' 1,362 1,568
Later than five years 340 554
‘ 2,413 . 2,768

Immediate and ultimate parent undertaking and controlling party

The immediate parent undertaking is Daikin Europe N.V.,"a company registered in Belgium. Daikin
Europe N.V. is the parent undertaking of the smallest group to consolidate these financial statements.
Copies of these group financial statements are available from Zandvoordestraat 300 B-8400 Oostende,

Belgium, which is also their registered office address.

The ultimate parent undertaKing and contro|lmg party is Daikin Industries-Limited, a company régistered
in Japan. Daikin Industries Limited is the parent undertaking of the largest group to consolidate these
financial statements. Cop:es of these group fi nancial statements are available from Umeda Center Bldg.,
2-4-12, Nakazaki-Nishi, Kita- ku Osaka, 530-8323, Japan, which is also their registered office address.

Events after the balance sheet date

There have been no significant events after the balance sheet date.
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