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Horlba Instruments Limited 3
Financial statements for the yoar ended 31 Decomber 2010

Report of the directors

The directors present their report together wath financial statements for the year ended
31 December 2010

Principal activities

The company 1s principally engaged 1n the assembly and distribution of analytical instruments and
systems, and in the distribution of fluid control devices

Fair review of the business and future developments

The directors are pleased to report a successful year m 2010 Sales have trebled to £48 9m (2009

£16 3m) while a profit before taxation of £3 01m was achieved compared to a loss of £0 04m 1n 2009
Sales of emissions measurement and engine test equipment increased by 51 7% compared to 2009
while products for the Semiconductor and related industries increase by a factor of 50

The order book increased by £1 5m duning the year, mainly from the semiconductor and related
mdustries This will provide a good start 1o the busmess 1n 2011 The directors are expecting a positive
result for 2011, albert not at the hugh levels achieved m 2010

There was a profit for the year after taxanon amounting to £2,154,193 (2009 Loss of £41,173)
Principal risks and uncertainties

The management of the business and the nature of the company's strategy are subject to a number of
nisks The directors have set out below the principal risks facing the business

General economic factors

Although 2010 proved to be better than expected, the general economic conditions continue to
present a substantial risk to the business Management has sought to mitigate this nsk by diversifying
into a range of business areas and by developing products which provide cost savings to the
customers

High proportion of fixed overheads and variable revenues
A large number of the company's overheads are fixed There 1s the nsk that any significant changes
revenue may lead to the inability to cover such costs

Management closely monitor fixed overheads against budget on a monthly basis and exercises a tight
control over any incteases The substantial merease m revenue in 2010 has been achieved with the
additton of just 2 staff members Cost saving exercises are implemented when there 15 an anticipated
decline 1n revenues

Legislation changes affecting the business

One of the industries in which the company operates 1s affected by changes in government legislation 1n
respect of engine emisstons Future changes in legislation will therefore impact on the company's ability to
generate future sales

Management aim to miugate such risks by diversifying into markets outstde the automouve industry, such
as the semiconductor industry and related technologies, and by mcteasing sales outside the UK mainly
through other group companies
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Principal risks and uncertainties (continued)

Volatility in the Semiconductor Industry

The semuconductor industry 1s renowned for fluctuatng levels of activity, particularly in the provision
of capital equipment As a supplier to capital equipment manufacturers in the industry, the company ts
vulnerable to rapid fluctuanons 1n demand Management has sought to ovetcome these by diversifying
mnto related mdustries, such as photo-veltaic device and LED manufacturing equipment

Rescarch and development

The company contnues to invest i products for engine emissions analysis and measurement and
products for the semiconductor and photovoltate industries We believe continued investment 1n our
research and development i1s fundamental to the growth of the business

Key performance indicators
Financial

1 Turnover and gross profit are key measures of the company's performance Sales for the year
were £48 9m (2009 £16 3m), and the gross profit was £6 8m (2009 [2 9m)

2 Overall profitability 1s a key indicator of the company's performance The profit before tax for the
financial year was £3 01m (2009 £0 04m loss)

3 Net worth 1s seen as an important target for the bustness At the year end, the level of
shareholders' funds was £4 9m (2009 £2 8m)

Directors
The present membership of the Board 1s set out below

R C Drake

J A Baton

S A Knight (appointed 25 November 2010)
Y Muroga

T Nagano

Financial risk management objectives and policies

The company uses vatious financial instruments, these include cash, bank loan and various 1tems such
as trade debtors and trade creditors that anse directly from its operations The main nisks ansing from
the company's financial nstruments are hquidity nisk, interest rate nisk and credit nsk The Board
reviews and agrees polictes for managing each of these risks and they are summansed below

Lagqumdity nsk

The company seeks to manage financial risk by ensuring sufficient iquadity 1s available to meet
foreseeable needs Out policy has been to have cash available within the bank cutrent account whilst at
the same tme having funding facihties available to maintain short term flexibility
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Financial risk management objectives and policies (continued)

Interest rate risk

The company finances its operations through a mixture of bank borrowings The company’s exposure to
interest rate fluctuations on its borrowings 1s managed by the use of floating faciliies and by competition
between the banks providing the facilites

Credit nsk
The company's principal financial assets are cash and trade debtors

The ptincipal credit nsk ltes with trade debtors In order to manage credit risk the directors set limuts for
all custometrs based on a combmation of payment history and third party credit references Credit humuts
are reviewed on a regular basis 1n conjunction with debt ageing and collecuon history

Statement of directors’ responsibilities

Company law requires the directors to prepate financial statements for each financial year Under that law
the directors have elected to prepare financial statements 1n accordance with United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Pracuce) The financial statements are
required by law to 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

®  select suttable accounting polictes and then apply them consistently

®*  make judgments and estimates that are reasonable and prudent

®  state whether apphicable UK Accountng Standards have been followed, subject to any material
departures disclosed and explained in the financial statements

®  prepare the financial statements on the going concern basts unless it 1s inappropriate to presume that
the company will continue in business

The directors are responsible for keeping adequate accounting records that disclose with reasonable
accuracy at any ume the financial posiaon of the company and enable them to ensure that the financial
statements comply with the Compantes 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
irregulanities

In so far as each of the directors are aware

] there 15 no relevant audit information of which the company's auditor 1s unaware, and
] the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditor 15 aware of that information

The directors are responsible for the mamtenance and integrity of the corporate and financial informanon
included on the company's website Legislation in the United Kingdom goverrnung the preparation and
dissemunation of financial statements may differ from legislation 1n other jurisdictions

Land and buildings

The directors are of the opinion that 1n aggregate the market value of the land and butldings exceeds the
book value of the assets However, no formal valuation has been carrted out to determine the amount of
this excess since February 2005
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Dividends

The directors recommend a dividend payment of 50% of the profits after taxation, which amounts to
£1,077,000, to be made 1n Apnl 2011 subject to a hquidity forecast immediately prior to payment

Auditor

Grant Thomton UK LLP, having expressed thetr willingness to continue 1n office, will be deemed
reappointed for the next financtal year 1n accordance with section 487(2) of the Companies Act 2006
unless the company recetves notice under section 488(1) of the Compantes Act 2006

ON BEHALF OF THE BOARD
R C Drake
Director

IQ-J\ Two:] ol




Grant Thornton

Independent auditor's report to the members of

Horiba Instruments Limited
(registered number 1332851)

We have audited the financial statements of Hortba Instruments Limited for the year ended

31 December 2010 which comprise the principal accounting polictes, profit and loss account, balance
sheet and the related notes ‘The financial reporting framework that has been applied in their preparation
1s applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice)

This report 1s made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our audit work has been undertaken so that we miught state to the company's
members those matters we are required to state to them m an auditor’s report and for no other purpose
To the fullest extent permitted by law, we do not accept or assume responstbility 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

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors’ Responsibilities Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Qur responsibility 1s to audit the financtal statements th accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply wath the
Audiung Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtatning evidence about the amounts and disclosures 1 the financial statements
suffictent to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate to the company's circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estmates made by directors, and the overall presentation of
the financial statements

Opinion of the financial statements

In our opinion the financial statements

e gve a true and fair view of the state of the company's affairs as at 31 December 2010 and of 1ts
result for the year then ended,

*  have been propetly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

e have been prepared 1n accordance with the requirements of the Companies Act 2006
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Independent auditor's report to the members of
P P

Horiba Instruments Limited
(registered number 1332851)

Opinion on other matters prescribed by the Companies Act 2006

In our opmion the information given in the Directors' Report for the financial year for which the financial
statements are prepared is consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us
to report to you 1if, 1n our opinton

. adequate accounting records have not been kept, or returns adequate for our audit have not been
tecetved from branches not visited by us, or
the financial statements are not 1n agreement with the accounting records and returns, or

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

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

GaTls b of

Steve Robinson

Sentor Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Kettering

17 Dormes G
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Principal accounting policies

Basis of preparation

The financial statements have been prepared 1 accordance with applicable United Kingdom
accounting standards and under the historical cost conventon

The principal accounting policies of the company have remained unchanged from the previous year
and are set out below

Turnover

Turnover 1s the revenue anising from the sales of goods and services It 1s stated at the fair value of the
consideration recetvable, net of value added tax, rebates and discounts

Revenue from the sale of goods is recognised when the significant nisks and benefits of ownership of
the product have transferred to the buyer, which maybe upon shipment, completion of the product or
the product being ready for delivery, based on speafic contract terms

Revenue from services provided by the company 15 recognised when the company has performed 1ts
obligations and 1 exchange obtamned the night to consaderation

Cash flow statement

The company has taken advantage of the exempuon from preparing a cash flow statement on the
grounds that 1t 1s a wholly owned subsidiary and consolidated accounts are publicly avalable

Intangible fixed assets

Intellectual Property Rights are included at cost and amortised on a straight-line basis over their useful
economic life of 4 years

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost, net of depreciatton and any provision for impairment

Depreciation 1s calculated to write down the cost of all tangible fixed assets other than frechold land by
equal monthly instalments from the month of purchase to the month of disposal The rates generally
applicable are

Freehold bulldings 2% per annum
Plant and equipment 10% - 33% per annum
Motor vehicles 25% - 33% per annum

Research and development

Research expenditure when incurred 1s charged to profits in the pertod in which 1t 1s mcurred
Development costs incurred on specific projects are capitalised when recoverability can be assessed with
reasonable certainty and amortised 1n line with the expected sales anising from the projects  All other
development costs are written off in the year of expenditure
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Stocks
Stocks are valued at the lower of cost and net realisable value
Deferred taxation

Deferred tax 1s recogmsed on all iming differences where the transactions or events that give the
company an obligaton to pay more tax in the future, or a night to pay less tax in the future, have
occurred by the balance sheet date Deferred tax 1s measured using rates of tax that have been enacted
or substantively enacted by the balance sheet date

Foreign currencies

Ttransactions in forelgn currencies are translated at the exchange rate ruling at the date of the
transaction Monetary assets and liabihues 1n foreign currencies are translated at the rates of exchange
ruling at the balance sheet date  All exchange differences are dealt with through the profit and loss
account

Retirement benefits

Defined Contribution Pension Scheme
The penston costs charged against operating profits are the contributions payable in respect of the
accounting pertod

Leased assets

Operating leases and the payments made under them are charged to the profit and loss account on a
straight line basis over the lease term

Financial instruments

Financial labilittes and equuty instruments are classified according to the substance of the contractual
arrangements entered nto An equity mstrument 1s any contract that evidences a residual mterest in the
assets of the enuty after deducnng all of 1ts financial habilities

Where the contractual obligations of financial instruments (including share capital) are equivalent to a
stmular debt instrument, those financial instruments are classed as financial iabihines Financial liabiines
are presented as such 1n the balance sheet Finance costs and gains or losses relating to financial habilities
are included 1n the profit and loss account Finance costs are calculated so as to produce a constant rate of
return on the outstanding liabality

Where the contractual terms of share capital do not have any terms meeting the defimtion of a financial
hability then this 1s classed as an equity instrument Dividends and distributions relating to equuty
instruments are debited direct to equuty
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Profit and loss account

Turnover

Cost of sales

Gross profit

Other operating income and charges
Operatung profit

Net interest

Profit/(loss) on ordinary activities
before taxation

Tax on profit/(loss) on ordmmary acuvities

Profit/ (loss) on ordinaty activities after

taxation transferred to reserves

All of the activities are classed as conunuing

11
December 2010

Note 2010 2009
£ £
1 48,943,421 16,266,511
(42,158,668) (13,378,772)
6,784,753 2,887,739
(3,690,173)  (2,887,379)
3,094,580 360
2 (84,125) (55,659)
1 3,010,455 (55,299
4 (856,262) 14,126
12 2,154,193 (41,173)

There were no recogmused gains ot losses other than the profit for the financial year

The accompanying accounting policies and notes form part of these financial statements.
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Balance sheet

2010 2009
Note £ L L £
Fixed assets
Tangible assets 0 2,307,090 2,074,691
Current assets
Stocks 7 6,224,232 4,310,398
Debtors 8 9,062,413 4,395,123
Cash at bank and 1n hand 1,708,019 507,437
16,994,664 9,212,958
Creditors: amounts falling due
within one year 9 (14,346,847 (8,494,404)
Net current assets 2,647,817 718,554
Total assets less curtent hiabilites 4,954,907 2,793,245
Provisions for liabilities and charges 10 (31,800) (24,331)
4,923,107 2,768,914
Capital and reserves
Called up share capital 11 1,100,000 1,100,000
Profit and loss account 12 3,823,107 1,668,914
Shareholders' funds 13 4,923,107 2,768,914

These financal statements were approved by the directors and authorised for 1ssueon |2 o M 2c1)
and are signed on theigbehalf by

Q. It

R C Drake

Director

Company registrattion number 1332851

The accompanying accounting policies and notes form part of these financial statements.
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Notes to the financial statements

Turnover and profit on ordinary activities before taxation

Turnover 1s attributable to one activity as detaided 1n the Report of the Directors, and 1s attributable to
the following geographtcal markets

2010 2009

£ £

UK 19,580,484 7,682,525
Europe 27,460,516 7,816,717
Rest of World 1,902,421 767,269

48,943,421 16,266,511

The profit/(loss) on ordinary activities before taxation 1s stated after

2010 2009
£ £
Auditor's remuneration 26,450 23,600
Depreciation
Tangible fixed assets, owned 132,894 125,861
Amorusation of intangible assets - 25,000
Other operating lease rentals 111,877 94,0306
Foreign exchange (gains)/losses 121,07 76,739
Net interest
2010 2009
£ £
On bank loans and overdrafis 88,060 55,751
Other interest recetvable and stmilar income (3,935) (92)
84,125 55,659
Directors and employees
Staff costs during the year were as follows
2010 2009
£ £
Wages and salaries 4,040,561 3,489,138
Social secunity costs 537,384 472,951
Other pension and benefit costs 442,946 403,498

5,020,891 4,365,587
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Directors and employees (continued)

The average number of employees of the company during the year were as follows

Engaged 1 UK operations
Seconded to other group companies

Remuneration 1n respect of directors was as follows

Emoluments (including benefits in kind)
Penston contributions to money purchase penston schemes

Remuneration in respect of the highest paid director was as follows

Emoluments (including benefits 1n kind)

Pension contributons to money purchase pension schemes

During the year 3 directors (2009 - 2) parucipated 1n money purchase pension schemes

Taxation on profit on ordinary activities

The tax charge/(credit) represents

Corporation tax @) 28% (2009 - 28 5%) and total current tax
Total current tax
Over provision in prior year

Onginaton and reversal of umung differences and total deferred tax
(note 10)

fax on profit/(loss) on ordmnary activities

14

2010 2009
Number Number
90 88

5 5

95 93

2010 2009

£ £
248,345 204,591
53,948 22,748
302,293 227,339
2010 2009

£ L
140,255 128,512
7,000 6,358
147,255 134,870
2010 2009

£ L
851,369 (20,305)
851,369 (20,305)
(2,576) {2009
7,469 6,379
856,262 (14,126)
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Taxation on profit on ordinary activities (continued)

Factors affecting the tax charge/(credit) for the year

15

The tax assessed for the year 1s higher than the standard rate of corporation tax in the UK of

28% (2009 - 28 5%) The differences are explained as follows

Profit/(loss} on ordinary activittes before tax

Profit/(loss) on ordinary activittes muluplied by the standard rate of
corporation tax 1 the UK of 28% (2009 - 28 5%)

Effects of

Expenses/(income) not deductible for tax purposes
Differences between capital allowances and depreciation
Carry back of trading losses

Adjustments to tax charge 1n respect of prior periods
Other uming differences

Current tax for the year

5 Intangible fixed assets

Cost at 1 January 2010 and 31 December 2010

Amortisation
At 1 January 2010
Amortisation chatged n the year

At 31 December 2010
Net book value at 31 December 2010

Net book value at 31 December 2009

2010 2009

£ £
3,010,455 (55,299)
842,927 (15,484)
9,303 (9,331)
(12,918) 4,329

- 19,951
(2,576) (21,756)
12,057 1,986
851,369 (20,305)
Intellectual

Property

Rights

£

100,000

100,000

100,000
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Tangible fixed assets

Cost
At 1 January 2010
Additons

Disposals

At 31 December 2010
Depreciation

At 1 January 2010
Provided 1n the year

Disposals

At 31 December 2010
Net book value at 31 December 2010

Net book value at 31 December 2009

16

Frechold
land and  Plant and Motor
buildings equipment vehicles Total
£ £ £ £
2,396,127 1,929,866 14,627 4,340,620
- 367,687 - 367,687
- (10,954) - (10,954)
2,396,127 2,286,599 14,627 4,697,353
491,455 1,759,847 14,627 2,265,929
36,309 96,585 - 132,894
- (8,560) - (8,560)
527,764 1,847,872 14,627 2,390,263
1,868,363 438,727 - 2,307,090
1,904,672 170,019 - 2,074,691

The gross amount of land and buildings on which depreciauon 1s being provided 15 £1,811,846 (2009 -

£1,811,846)

Stocks

Raw matenals and consumable stores
Work m progress

Debtors

‘Trade debtors
Amounts owed by group undertakings
Prepayments and accrued (ncome

Corporation tax

2010 2009
£ £
5845470  3,863958
378,762 446,440
6,224,232 4,310,398
2010 2009

£ L
7323436 3,527,497
852,135 569,217
886,842 278,104

- 20,305
9,062,413 4,395,123

Included 1n prepayments 1s £1,037 (2009 - £1,037) held by landlords on a rent deposit  Thus 1s due

after more than one year
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Creditors: amounts falling due within one year

17

2010 2009
£ L
Bank loans and overdrafts 4,130,000 3,159,600
Payments received on account 191,664 5,801
Trade creditors 810,199 378,316
Amounts owed to group compantes 6,234,057 3,448,806
Soctal security and other taxes 131,736 354,127
Corporation tax 621,369 -
Other creditors and accruals 2,227,822 1,147,754
14,346,847 8,494,404
Bank loans are secured by guarantees from the ultimate parent company
Deferred taxation
Deferred taxation has been recogrused 1n the financial statements as set out below
2010 2009
L £
Accelerated capital allowances 31,800 24,331
£
Provision at 1 January 2010 24,331
Deferred tax charge 1n profit and loss account {note 4) 7,469
Provision at 31 December 2010 31,800
Share capital
2010 and 2009
£
Authorised
1,500,000 ordinary shares of £1 each 1,500,000
Allotted, called up and fully paid
1,100,000 ordinary shares of £1 each 1,100,000
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Reserves

At 1 January 2010
Profit for the year

At 31 December 2010

Reconciliation of movements in shareholders’ funds

Profit/(loss) for the year and net movement in shareholder’s funds

Shareholders' funds at 1 January 2010

Shareholders' funds at 31 December 2010

Capital commitments

18

£

1,668,914

2,154,193

3,823,107

2010 2009

£ L
2,154,193 (41,173)
2,154,193 (41,173)
2,768,914 2,810,087
4,923,107 2,768,914

There were no capital commutments at 31 December 2010 or 31 December 2009

Contingent liabilities

As at 31 December 2010 the company had bank guarantees totallmg £50,000 n respect of an HMRC

import duty deferment facility (2009 - bank guarantees of £50,000)
Retirement benefits

Defined Contnibution Pension Scheme

The company operates a group personal penston scheme for the benefit of all employees

Leasing commitments

Operating lease payments amountng to £104,914 (2009 - £108,993) are due within one year The

leases to which these amounts relate expire as follows

In one year or less
Between one and five years

2010
Other

£

10,002
94,912

2009
Other

£

15,007
93,986

104,914

108,993 |
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Transactions with related parties

As a wholly-owned subsidiary of Horiba Limuted, the company 1s exempt from the requirements of
FRS 8 to disclose transactions with other members of the group headed by Horba Lituted

Controlling related party

The parent undertaking of this company 1s Horiba Europe GmbH, which 1s incorporated in Germany,
by virtue of sts ownership of 100% of the 1ssued share capital of the company The ulumate
controlling related party of this company 1s Horiba Limited, incotporated i Japan Consolidated
financial statements incorporating the results of Hotiba Instruments Lumited are prepared by the
ulumate parent undertaking and are available from HORIBA, Ltd, 2 Miyanohigashi-cho, Kisshoin,
Minami-ku, Kyoto 601-8510, Japan and from the website, www hortba com




