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Strategic report
for the year ended 31 December 2017

The directors present their strategic report for the year ended 31 December 2017.

Review of the business

The principal activity of the company continued to be the manufacture and sale of transformers, wound
components, battery chargers, power supplies and the assembly of switch boxes. The company has branch
. operations in the Czech Republic, France, and India and a standalone Italian subsidiary named Tamura Magnetics
Engineering S.r..1.

Business review and future developments

The key financial and other performance indicators results during the year were as follows:

2017 2016
€000 €000
Turnover 50,325 52,924
Operating (loss)/profit (1,731) 166
(Loss)/profit after tax (1,725) 53
2017 2016
. €000 €000

Reconciliation of normalised operating profit
Operating (loss)/profit . 1,731) 166
Add back intangible amortisation and impairment 1,073 907
Add back Bad Debt - . 19
Add back Restructuring costs 400 86
Add back Exceptional Litigation Costs 318 -
Normalised operating profit/(loss) : 60 1,178

The Income statement for the year is set out on page 10.

The results for the year show an operating loss of €1.731 million (2016: operating profit of € 166 thousand) for
the year and sales of €50.3 million (2016: €52.9 million).

. The decrease in revenue compared to prior period has been influenced by a trend of relocating or outsourcing
production outside Europe. This shift in business has been seen amongst many competitors and customers. During
the first half of the year, the reduction in sales was an effect of challenging conditions on the global market. By
the end of the first half of the year, sales order intake had grown significantly, coinciding with gradual recovery
in confidence within the market. The last quarter of the year saw a postponement of several key customer sales
forecasted for 2017 — with the sales being eventually pushed out to 2018.

The cost of purchases and materials continued to have a significant impact on gross margin. The underlying cause
for the unpredictable costs is the volatility of foreign currency exchange rates. The gross margin is primarily
susceptible to the Euro against the American dollar and the pound sterling exchange rate fluctuations. In addition,
the changes in the exchange rate between the Euro and the Czech koruna that followed the decision of the Czech
authorities to unpeg their national currency from the Euro affected negatively the cost of purchases and overheads.

Normalised operating profit for the year was €60 thousand (2016 profit of €1.2 million). The company undertook
stringent cost saving initiatives across the business to optimise the cost structure. The measures that have been
taken resulted in significant reductions in headcount and employee overheads. The rationalisation programmes
costs are set out in note 4. .



Strateglc report
for the year ended 31 December 2017 (contlnued)

Business review and future developments (contlnued)

Over the next few years, the business will continue to focus on the transition to-higher technology products, which
represent a growing share of the company’s offer. The company will also maintain efforts to restructure existing
contractual arrangements in order to improve the long-term profitability of the business. '

In 2017, the company decided to further restructure the European sales and manufacturing operations. This,
combined with other sales related rationalisation activity, had a negative impact of €400 thousand on the operating
result in the year. At the end of 2017, the company started to see the benefits of the rationalisation actions
undertaken.

In addition, the company incurred exbeptional litigation costs of €318 thousand relating to an ongoing legal matter.

Interest receivable/(payable) and similar charges .include a gain of €254 thousand relating to foreign exchange
gains (2016: gain €197 thousand). This was caused partlally by the recovery of the Euro against the pound sterling
and the American dollar as set out in noté 7. .

The Company’s defined benefit pension scheme. has had a significant positive impact on the company’s total
comprehensive income in 2017. The contributing factors include increased company contributions, recovery of
global financial markets combined with sustained growth in investment returns, continuous: focus upon liability
reduction management and RPI and CPI inflation rate performance. In addition, deterioration in Corporate bond
yields, resulted in the reduction of discount rate from 2.6% to 2.5% leading to material decreases in the present
value of the schemes liabilities. The effect of this is seen in the Statement of Other Comprehensive Income as
an actuarial gain on pension scheme of €1.3 million (2015: €1.9 thousand loss).  During the year the switch
toward liability driven investments LDI should also partially hedge agamst interest and Inflation liability valuation
volatility in the long term.

Shareholders equity improved by €2.995 million follon'ing a group undertaking Tamura Corporation of Hong
Kong Limited agreement to waive €2.995 million in affiliate balances in November 2017.

The board monitors progress on the overall company strategy and the individual elements by reference to three
key KPIs. '

2017 . 2016 Definition, method of calculation and analysis

Sales performance 4.9)% 6.6% Sales decline in the year was partly a result of global

' ' ' ' market conditions in the first half of the financial year
and postponing the phasing of sales into next year at
the end of the year. In addition, a rationalisation of
contractual arrangements with a key customer
contributed to the fall in sales.

Gross margin 14.5% 17.5% Gross margin is the ratio .of gross profit to sales
expressed as a percentage. Gross profit decreased
from the impact of foreign exchange upon cost of
sales, raw materials and overheads.

Stock turnover ‘5.8 times 5.6times  Stock turnover is the number of times material cost
i : of sales for the year is divisible by stock at the year-
end adjusted for any exceptional items. Stock turns
improved, as a result of the realisation: of sales in
2017, together with.reduction of procurement of cost

of purchases and raw materials.



Strategic report

for the year ended 31 December 2017 (continued)

Financial risk managernent

The company’s operations expose it to a variety of financial risks that include the effects of changes in foreign
exchange risk, price risk, credit risk, liquidity risk, interest rate and cash flow risk. The company has in place.a
risk management programme that seeks to limit the adverse effects on the financial performance of the company
by monitoring levels of debt finance and the related finance costs.

Foreign exchange risks

Given the size of the company, the directors have not delegated the responsibility of monitoring financial risk
management to a sub-committee of the board. Working capital is actively managed to mitigate risk from foreign

- exchange. The policies set by the board of directors are implemented by the company’s finance department.

The directors will consider entering into foreign currency forward contracts to manage the foreign currency profile
‘and risk where appropriate. No contracts were entered into during the current or previous year

Price risk

The company is exposed to commodity price risk as a result of its operations. However, given the size of the

company’s operations, the costs of managing exposure to commodity price risk exceed any potential benefits. The

directors will revisit the appropriateness of this policy should the company’s operations change in size or in nature.
" Credit risk

-The company has inipleménted policies that require appropriate credit checks on potential customers before sales.
are made. The amount of exposure to any individual customer is subject to a limit, which is rcassessed ona
regular basis by the board. -

Liguidity risk

The company has guarantees from its pa.rent company to ensure the company has sufficient available funds for
operations.

Interest rate and cash flow risks
The company has interest bearing assets and liabilities, which mclude cash balances. The company has a policy
of maintaining any debt at fixed rates to ensure certainty of future interest cash flows. The directors will revisit

the appropriateness of this policy should the company’s operations change in size or nature.

By order of the board

Tpoor”

J Martin
Company Secretary

Date: - / ZO 1 &

Registered Number: 463530



Directors’ report
for the year ended 31 December 2017

The directors present their report with the financial statements of the company for the year ended 315 December -
2017 '

- Directors

The directors shown below have held office during the year from 1 January 2017 to the date of this report
M Asada

N Nanjo

Y Yokoyama

M Puliti

Dividends and transfers to reserves
The dlrectors do not recommend the payment of a dwxdend in respect of the year (2017 €nil).

Going Concern .
The business has generated an operating loss of €1.7 million in a period of tough trading conditions. The company
has remains in a positive net asset position of €3.3 million at the balance sheet date. The Directors have concluded
in conjunction with the next 3 year business plan that it is appropriate to prepare the accounts on a going concern
basis due to the on-going support by the parent company, Tamura Corporation.

In 2017, the company has been engaged in ICC arbitration proceedings with a customer in respect of a claim for
breach of contract arising from products supplied by the business to the customer. The claim is denied by the
“company in its entirety. At the balance sheet date no provision has been made in relation to this claim. In the
-opinion of the directors, it would prejudice seriously the position of the company to disclose the information
required by section 21.15 of FRS 102. .

The directors have considered the impact of the current economic environment on the company’s future cash
flows and its ability to meet liabilities as they fall due, taking account of financial support from the company’s
ultimate parent company if required, being a period of not less than 12 months from the date of approving the
financial statements and are satisfied that it is appropriate to adopt the going concern basis.

Disabled persons
. It is the company's policy that dlsabled persons (whether registered or not) shall be considered for employment
and subsequent training, career development and promotion on the basis of their aptitudes and abilities.

Modern slavery and human trafficking statement

The business fully acknowledges its responsibility to respect human rights as set out within both the UK modern
slavery act 2015 and guidelines set out in the International Bill of Human Rights. The company also ensures its
continuous compliance with the Tamura Corporation Global Code of Practice with regards to human rights
policies and practices. The company maintains focus on the most salient human rights risks of relevance to an
international corporation, including matters related to labour rights among our employees and in our supply chain

Employee involvement

During 2017, the company continued the estabhshed pattern of communication and consultation with employees
and their representatives. At appropriate times, the directors of the company hold joint meetings with managers,
supervisors, and staff to review the overall state of the busmess .

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

Company law requires the directors to prepare financial statements for each financial year. Under that law, the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice, including FRS 102 ‘The Financial Reporting Standard applicable to the UK and
Republic of Ireland, (United Kingdom Accounting Standards and applicable law). Under company law, the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs of the company and of the profit or loss of the company for that period.
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Directors’ report
for the year ended 31 December 2017 (contmued)

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

¢ make suitable accountirig policies and then apply them consistency;
¢ make judgements and accounting estimates that are reasonable and prudent;
e state whether applicable UK Accounting Standards have been followed, subject to any material
) departures disclosed and explained in the financial statements; and.
e 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 megularltles

Auditors and disclosure of |nformatlon to auditors

As far as each director is aware, there is no relevant. audit information of which the company’s audrtors are
unaware. Relevant information is defined as “information needed by the company’s auditors in connection with
preparing their report.”

Each director has taken all the steps (such as making enquires of other directors and the auditors and any other |
. steps required by the director’s duty to exercise duty of care, skill and diligence) that he ought to have taken his
duty as a director in order to make himself aware of any relevant audit information and to establish that the
company’s auditors aware of that information. .

. Auditors
The auditors, Emst & Young LLP, were proposed for re-appomtment at the forthcoming Annual General Meeting.

By order of the board

Martin .
Company Secretary

Date: 2¢ (S/ZO\ g
Registered Number: 463530



Independent auditor’ s report to the members of Tamura- Europe
Limited

Opinion

We have audited the financial statements of Tamura Europe Limited for the year ended 31 December 2017
which comprise the Income Statement, the Statement of Comprehensive Income, the Statement of Changes in
Equity, the Statement of Financial Position and the related notes 1 to 24, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their preparation is applicable

law and United Kingdom Accounting Standards including FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland”. (United Kingdom Generally Accepted Accounting Practice).

‘In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as at 31 December 2017 and of its loss for the year then
ended,;
e have been properly prepared in accordance with United ngdom Generally Accepted Accounting Practice;
) and
o have been prepared in accordance with the requirements of the Companies Act 2006

Basis for opinion

We conducted our audit in accordance with Internaticnal 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 below. 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 fulfilled our other ethical respon51blllt1es in accordance with
these requirements.

We believe that the audit evidence we have obtained is sufﬁcnent and appropriate to provide a basw for our
opinion. .

Use of our report

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

Conclusions relating to going concern

We have nothing to report in respect of the followmg matters in relatlon to which the ISAs (UK). requnre us to
'report to you where

. the directors’ use of the going concern basis of accountmg in the preparation of the ﬁnancnal
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.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information.



Independent auditor’s report to the members of Tamur.a-'Europe
Limited (continued) |

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise -

explicitly stated in this 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 the other information, we are required to
report that fact.

We have nothing to report in this regard.

Opinions on other matters preseribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit;
e 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 :
o the strategic report and directors’ report have been prepared in accordance with applicable legal
" requirements.

Matters on which we are required- to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not 1dent1ﬂed material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Compames Act 2006 reqmres :
us to report to you if, in our opinion:
e _.adequate accounting records have not been kept or returns adequate for our audit have not been recelved
" from branches not visited by us; or
e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

Responsibilities of directors

‘As explained more fully in the directors’ responsibilities statement set out on page 6, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the-directors either intend to liquidate the company or to cease operatlons or have no reahstlc )
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 hlgh 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.



Indépendent auditor’s report to the members of Tamura-Europe
Limited (continued)

A further description of our responsibilities for the audit of the financial statements is located on the

- Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description forms
part of our auditor’s report ' ' '

s ~T oerng A’
Jane Barwell (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor

Bristol . .
Ao cOtS

Date: .5 /\4\]



Income Statement '
for the year ended 31 December 2017

Notes ’ 2017 2016

€000 €000 .
Turnover ' 2 50,325 52,924
Cost of sales _ ) (42,998) (43,649)
Gross profit ' 7,327 9,275
Distribution costs o , ‘ 4,892) (5,296)
Administration costs : .(4,166) (3,813)
Operating (loss)/profit ' 5 _ 1,731) 166
Income from shares in group undertakings 6 36 30
Interest receivable/(payable) and similar charges 7 3 75)
(Loss)/profit on ordinary activities before taxation ) (1,664) 121
Tax on loss on ordinary activities 8 (61) " (68)
(Loss)/profit on ordinary activities after taxation (1,725) 53
- All amounts above relate to continuing operations.
Statement of Comprehensive Income
Notes 2017 2016

) €000 €000
(Loss)/profit for the financial year (1,725) » 52
Actuarial gain/(loss) on pension scheme 21 1,353 (1,946)
Movement on deferred tax relating to pension scheme ) )
liability
Total comprehensive loss relating to the year 372) (1,893)

There is no material difference between the (loss)/profit on ordinary activities before taxation and the retained
profit for the year stated above, and their historical cost equivalents.
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Statement of Changes in Equity as at 31 December 2017

Called-up Capital Profit Total
share co_ntribution and loss equity
capital reserve account

€000 €000 €000 €000

At 1 January 2016 4 15,368 - (21,553) (6,185)
Profit for the financial year ' - - " 53 53
Actuarial loss on pension scheme - - (1,946) (1,946)
Total comprehensive loss for the year ] Co- - (1,893) (1,893)
Debt waiver of long term loans - 8,800 - 8,800
At 1 January 2017 - 15,368 8,800 (23,446) 722
Loss for the financial year - - (1,725) (1,725)
Actuarial gain on pension scheme - - 1,353 1,353’
Total comprehensive loss for the year - - (372) (€ 72)
Debt waiver of group undertaking - 2,995 ‘ - 2,995
At 31 December 2017 15,368 11,795 (23,818) 3,345
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Statement of Financial Position as at 31 December 2017
Registered Number: 463530

Notes 2017 2016

€000 €000
Fixed assets .
Intangible assets 9 284 1,357
Tangible assets 10 1,026 1,447
Investment in subsidiary 11 8,319 8,319

9,629 11,123

Current assets ' _
Stocks 12 6,174 6,350
Debtors : 13 10,725 9,744
Cash at bank and in hand 4 | 282 191

17,181 16,285
Creditors: amounts falling due within one year 14 (18,803) - (19,293)
Net current liabilities _ (1,622) (3,008)
Total assets less current liabilities . 8,007 8,115
Creditors: amounts falling due after more than one year 15 (1,421) (1,428)
Provision for liabilities ) 17 (762) (1,154)
Net assets excluding pension liability ‘ 5,824 5,533
Pension liability 21 (2,479) 4,811)
Net assets A 3,345 722
Capital and reserves
Called up share capital 19 15,368 15,368
Capital contribution reserve . 20 11,795 8,800
Profit and loss account » 20 (23,818) (23,446)
Total shareholders' funds ' 3,345 722

The financial statements were approved by the board of directors on 2({ / S, / lg and were signed on its behalf
by:

me_

Finance Director

Date: 7 /5 / 200§
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Notes to the financial statements
for the year ended 31 December 2017

1 Principal accounting policies

Tamura Europe Limited is a private company limited by share capital incorporated in England and Wales. The
registered office is Clarke Avenue, Porte Marsh Industrial Estate, Calne, Wiltshire, SN11 9BS

Statement of compliance
The Company’s financial statements have been prepared in compliance with FRS 102 as it applies to the ﬁnancral
statements of the Company for the year ended 31 December 2017.

Basrs of preparation :
The financial statements are prepared under the historical cost convention and in accordance with applicable -

accounting standards.

: The preparatron of financial statements requires the use of certain critical accountmg estimates. It also requires
management to exercise its judgement in the process of applying the company’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 1.

Exemptions for qualifying entities under FRS 102:
Tamura Europe Limited meets the definition of a qualifying entity under FRS102 and has therefore taken
advantage of the following disclosure exemptions:

@) Preparing a statement of cash flows under FRS 102
(ii) Disclosures associated to related party transactions.
(iii) From the financial instruments disclosures, required under FRS 102

Going concern

The business has generated an operating loss of €1.7 million in a period of tough trading conditions. The company
has maintained a positive net asset position of €3.345 million. The immediate. parent undertaking Tamura
Corporation agreed to waive €2.995 million in amounts due to group undertakings-in November 2017 to rationalise
the financial position. The Directors have concluded in conjunction with the next 3-year business plan that it is
appropriate to prepare the accounts on a going concern basis due to the on-going support by the parent company,
Tamura Corporation.

. Functlonal currency - ' :
The financial statements are prepared in Euros, Wthh is the functional currency of the compa.ny and rounded to’
the nearest €000 (thousand)

Foreign currencies
Monetary assets and liabilities expressed in foreign currencies are translated into Euros at rates of exchange ruling
at the date of the balance sheet. Transactions in foreign currency are converted to Euro at the rate ruling at the
date of the transaction. All differences on exchange are taken to the Income Statement.

Turnover ‘

Turnover, which excludes value added tax, represents the invoiced value of goods and services supplied. Turnover
. is recognised when ownership of the goods passes to the customer. Turnover includes the recogmtlon of product
sales as well as the proceeds of sales of internally developed machinery to other compames in the Tamura
Corporation group.
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Notes to the financial statements
for the year ended 31 December 2017 (continued)

1 | Principal accounting policies (continued)'

Intanglble assets

Development costs are recognised as intangible assets when costs incurred can be dlstmgmshed separately from
research costs and meet the criteria for capitalisation. Costs that cannot be separately identified as development
costs are deemed to be research costs and are charged to the income statement as they.are incurred. Development
costs that have been capitalised are reviewed annually to ensure that they will produce future economic benefits .
otherwise they are impaired. Amortisation that is incurred is charged to the Income Statement over the expected
life of the asset.

Software amortisation is calculated to write off the cost of intangible assets less their estimated residual values,
on a straight-line basis over the expected useful economic life on average between 3-5 years.

Tangible fixed assets
Tangible fixed assets are stated at historic purchase cost less accumulated depreciation. The cost of fixed assets is
their purchase cost, together with any incidental costs of acquisition.

Depreciation is calculated so.as to write off the cost of tangible fixed assets less their estimated residual values,
on a straight line basis over the expected fixed useful economic lives of the assets concerned. The principal annual
rates used for this purpose are: .

Plant and machinery ' . 10% - 20%
Furniture, fixtures, tools and equipment . 10% - 20%

Operating leases : :
Costs in respect of operating leases are charged on a straight line basis over the lease term.

Stocks

Stocks and work in progress are stated at the lower of cost and net realisable value. Cost includes material, direct
labour and all attributable overheads appropriate to the relevant stage of production.” Net realisable value
represents the estimated amount at which stocks and work in progress will be realised after taking into account all
relevant marketing, selling and distribution costs. Provision is made to adjust the value of stocks to net reahsable
value as appropriate for slow moving, obsolete and defective stock.

Deferred taxation

Provision is made for deferred taxation on all material timing differences. Deferred tax assets are recognised
where their recovery is considered more likely than not. Deferred tax assets and liabilities have not been
discounted.

Financial instruments

@) Financial Assets -
Financial assets, including trade and other receivables, amounts due from group companies, cash and bank
balances, are initially recognised at transaction price.

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 income statement.

14



Notes to the financial statements .
for the year ended 31 December 2017 (continued)

1 Principal accounting policies (continued)

Financial instruments (contmued)
" Financial assets are derecogmsed when the contractua] rights to the cash flows from the asset expue or are settled.
(i) Financial Liabilities

Financial liabilities, including bank loans and amourits due to fellow group companies are initially recognised at
transaction price, unless the arrangement constitutes a financing transaction, where the debt instrument is
measured at the present value of the future receipts discounted at a market rate of interest. )

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

" Financial liabilities are derécognised when the hablhty is extinguished that is when the contractual obligation is
discharged, cancelled or expires.

Fixed asset investments .
Investments are stated at historic cost less provisions for impairment. The directors perform an impairment review
on an annual basis to assess the recoverability of assets held. : .

Retirement benefits

The company operates a defined benefit pension scheme whxch is contracted out of the state scheme. The
difference between the present value of the defined benefit obligation at the balance sheet date less the fair value
of pension assets is accounted for as defined benefit pension plan liability. The defined benefit obligation is -
calculated annuaily by independent actuaries using the projected unit credit method. The present value of the
defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates of
high-quality corporate bonds that are denominated in the currency in which the benefits will be paid, and that have
terms to maturity approximating to the terms of the related pensnon liability.

Management has assessed the significant assumptions adopted in calculating the defined benefit obligation,
ensuring the selection basis is appropriate and con51stcntly applied.

Actuarial gains and losses arising from experience adjustments and changes in actuanal assumptions of the
defined benefit obligation are recognised in‘the Statement of Other Comprehensive Income immediately. Service
costs, past service costs and interest costs are recognised immediately in the Income Statement.

For defined contribution plans, the company pays contributions to publicly or privately administered pension
insurance plans on a mandatory, contractual or voluntary basis. The company has no further payment obligations
once the contributions have been paid. The contributions are recogmsed as employee benefit expenses when they-
are due

Provisions

_ Provisions are recognised when the Company has a present obllgatlon asaresultofa past event, and it is probable
that the company will be required to settle that the obligation. - Provisions are measured at the Directors’ best
" estimate of the amount the Company will be required to expend to settle that obligation.

Consolidation exemptlon

The company is a wholly-owned subsidiary of Tamura Corporation and is included in the consolidated financial
statements of Tamura Corporatlon which are publicly available. Consequently, the company has taken advantage
of the exemption from preparing consolidated financial statements under the terms of section 401 of the
Companies Act 2006:

15



Notes to the financial statements
for the year ended 31 December 2017 (contlnued)

2 Turnover :

Turnover, which is stated net of value added tax, represents amounts invoiced to third parties and is wholly
attributable to the continuing principle activity as stated in the strategic report. . The geographical destmatlon
analysis of turnover is as follows:

2017 2016
, . €000 €000
 United Kingdom : 5498 5411
European Union ‘ S 32278 35489
USA » ' " 106 899
Rest of the world : : e 12,443 11,125
50,325 52,924
3 Directors' emoluments
The remuneration paid to the directors of Tamura Enrope Limited was as follows:
2017 2016
Apggregate emoluments’ . i o 246 275
Information regarding the highest paid director is as follows: ]
‘ | o 2017 2016
_ . €000 €000
. Emoluments ) . ' 227 ' © 246

Pension contributions to defined benefit scheme - ' . - ' -

No dlrectors have been accruing beneﬁts under deﬁned contrlbutlon scheme or deﬁned benefit scheme. .
One of the Japanese directors and the Italian director were paid by the Company. For the other two Japanese

directors, their remuneration is paid by the ultimate parent company, Tamura Corporation and it is not practicable
to separately allocate the value of their services to Tamura Europe Limited. -

16



Notes to the financial statements
for the year ended 31 December 2017 (continued)
4 Employee information |

The average monthly number of persons (-including executive directors) employed during the year was: .
2017 2016

. . Number - Number
Production - . ‘ E 283 . 390
Distribution and selling : B 14 16
Administration ' ‘ : 9" 10
© 306 " 416

The average number of employees employed on temporary contracts in 2017 were 82 (2016: 1~78). o
The average number of employees directly employed in the UK in 2017 were 16 (2016:18)

2017 2016

i €000 - - - €000
" Staff costs (for the abové persons) _
Wages and salaries . - ' . 5,880 6,352 .
Social security costs ‘ . ' 1,368 1,511
Other pension costs ’ ' ’ . _ , 258 329
' 7,506 8,192

Staff costs includes €400 thousand relating to staff restructuring for both manufacturing and sales departments.
" Total pension costs relating to defined contribution plans was €94 thousand (2016: €122 thousand)

5  Operating (loss)/profit
‘Operating (loss)/profit is stated after charging the following:

2017 2016
€000 €°000
Intangible fixed assets ) .
- Amortisation : ‘ : 800 . 910
- Impairment - = _ E 274 -
Tangible fixed assets o ' ' ‘ : ,
- Depreciation on owned o ’ 496 486
- Impairment . . ] - . 4
Operating lease rentals . ‘
© - Land and Buildings ' . 818 : 904
‘- Plant and Machinery - S o133 ' 130
Auditors’ remuneration ' '
- Audit services — for audit of company - ' ) S ) 74
- Non-audit services — tax compliance o : ' 14 ‘ 14
Remuneration received by auditors’ member firms (non-UK)
- Other services pursuant to legislation : . 14 68 -
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Notes to the financlal statements
for the year ended 31 December 2017 (contmued)

5 Operating (loss)/proﬁt (continued) -

2017 2016
. o €000 €000
" - Restructuring costs 400 86 .
- Exceptional litigation costs -+ . ) 318 -
6 Income from shares in group undertakings
: ‘ 2017 2016
€000 €000
Dividend income . ' 4 , 36 30
' 36 30
7 Interest receivable /(payable) and-similar charges ‘
' o ‘ 2017 2016
€000 €000
Interest payable onbank loans and overdrafts o (111) (146)
Pension interest income . ; _ 327 418
Pension interest cost o : ' (435) (540)
Loss on fixed asset disposal ‘ @ 4
Foreign exchange gain ) » 254 197
' : ‘ 31 (75)
'8  Taxation
- a) Analysis of charge in the year .
2017 2016
€000 €000
Current tax:
UK corporation tax on profits of the year , - -
Adjustment in respect of the previoué year = . ' 10 ()
10 @
Foreign operation tax : 51 72
Total current tax charge: v ' 61 68
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Notes to the financial statements
for the year ended 31 December 2017 (continued)

8 Taxation (continued)

2017 2016
€000 €000

Deferred tax:
Current year - -
Adjustment in respect of the previous year - -

Impact of changes in the UK tax rate - -

Total deferred tax charge/(credit) - -

Total charge to profit on ordinary activities 61 68

b) Factors affecting tax charge for year

The difference between the total current tax shown above and the amount calculated by applying the standard rate
of UK corporation tax to the profit before tax is as follows:

2017 2016
€000 €000
(Loss)/profit on ordinary activities before taxation i (1,664) 121
Tax charge on (loss)/profit on ordinary activities at standard
UK corporation tax rate of 19.25% (2016: 20.00%) (320) 24
Effects of:
Expenses not deductible for tax purposes ‘ 4 7
Income not taxable 6) (10)
" Effects of overseas tax rates 40 61
Adjustments in respect of prior years : ) 10 @
Deferred tax not provided ’ 333 (10)
Total tax charge for the year 61 68

¢) Factors affecting future tax charges

During 2015, the UK Government has enacted a reduction in the rate of corporation tax from the current rate of
20% to 19% from 1 April 2017.

During 2016, the UK Government enacted a further reduction in the rate of corporation tax to 17% from 1 April
2020. The deferred tax balance has been calculated at a rate of 17% based on the rates substantively enacted at
31 December 2017 '
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Notes to the financial statements
for the year ended 31 December 2017

8 Taxation (continued)

d) Factors affecting deferred tax charge

Provision for deferred tax comprises:

2017 2016

€000 €000

Deferred tax asset - relating to pensions - 106
Deferred tax liability — accelerated capital allowances : - (106)

Net deferred tax ' -

Provision is made for deferred taxation on all material timing differences. Deferred tax assets are recognised where
their recovery is considered more likely than not. Unrecognised deferred tax assets exist in relation to fixed assets,
trade losses and other timing differences of €25.4m (2016: €25.m):

¢) Analysis of movement in deferred tax assets and liabilities:
€000.
At 1 January 2016 " ' _ -
Deferred tax (charge)/credit in Income Statement -

Deferred tax (charge)/credit in Statement of comprehensive Income -

At 31 December 2017 . .
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Notes to the financial statements
for the year ended 31 December 2017 . .

9 Intangible Fixed Assets

Development Software

costs costs Total

€'000 - €000 - €000
Cost _
At 1 January 2017 7,869 13 ' 7,882
Additions . : - . 1 ’ 1
At 31 December 2017 ‘ 7,869 14 7,883
Amortisation )
‘At 1 January 2017 ) _ 6,514 n 6,525
Amortisation charge for year 799 1 800
Impairment 274 - . 274
At 31 December 2017 i 7,587 12 7,599
Net book value
At 31 December 2017 282 2 284
At 31 December 2016, ’ , 1,355 2 . 1,357

Capitalisation of development occurs when there is a clearly defined project, and the outcome of such a project
has been assessed with reasonable certainty as to: its technical feasibility and its ultimate commercial viability
considered in the light of factors such as likely market conditions (including competing products), public opinion,
consumer and environmental legislation.

The current policy of capitalisation will continue and be reviewed on an on-going, annual basis.
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thés to the financial statements
for the year ended 31 December 2017 (continued)

10  Tangible fixed assets

Furniture,

Plant fixtures, Construction
. and tools and in progress
machinery equipment Total
€000 €000 €000 €000

Cost
At 1 January 2017 6,078 2,337 2 8,417
Additions 3 31 61 95
Transfers 23 38 (61) -
Disposals 131 (260) - (391)
At 31 December 2017 5973 2,146 2 8,121
Depreciation
At 1 January 2017 4,978 1,992 - 6,970
Depreciation Charge for year 360 136 - A 496
Impairment - - - -
Transfers - - -
Disposals (113) (258) - @371
At 31 December 2017 5,225 1,870 - 7,095
Net boc;k value
At 31 December 2017 748 276 2 1,026
At 31 December 2016 1.100 345 2 1,447

The opening balance value per asset category has beén changed to reflect changes in asset definitions used

within the business,
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Notes to the financial statements
for the year ended 31 December 2017 (contlnued)

11 leed Asset Investments

(€000

As at 1 January 2017 and 3i December 2017 o ' . .V ) ) 8,319

This investment relates to the company’s subsidiaries undertakings Romarsh Limited and Tamura Magnetlcs
Engineering S.r. l .

*  Romarsh Limited, registered office Clarke Avenue, Porte Marsh Industrial estate, Ca]ne Wilshire, a
company incorporated in the UK, of which the company owns 100% of the issued ordinary share
capital.

e Tamura Magnetics Engineering S.r.], registered office Via Amilcare Ponchielli, 6 06073 Ellera di

Corciano (Perugia), a company mcorporated in Italy of whxch the company owns 100% of the issued
.ordinary share capital.

12 Stocks

2017 2016
€000 €000
Raw materials and co.nsumables ' » ) 5316 5,5 19
Work in progress . : ’ - 522 ‘ '4,69
Finished goods and goods for resale - . A 336 362
‘ 6,174 6,350
13 Debtors: amounts falling due Within one yeér
2017 2016
€000 ~ €000
Amounts falling due within one year ‘ )
Trade debtors ‘ ' ' . ) : 9,653 9,331
Other debtors ' - | ' _ - 178 85
Corporation tax recoverable : ‘ ) 163 T 15
Othér taxes and social income ' 243 p -
Prepayments and accrue& income o N ‘ l Y ) | 313
10,725 T 9744
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Notes to the financnal statements

_for the year ended 31 December 2017 ‘(contmued)

14 Creditors: amounts falling due within one year

27 2016
~ €000 €000
Bank overdraft (note 16) 10,182 9,753

- Amounts due to group undertakings 4,109 ' 4,961
Trade creditors .2,487 _ 3.143
Other taxation and social security 10 368
Short term onerous lease - 131
Dilapidation provision 271 -

Accruals and deferred income 1,744 937
18,803 19,293

- Currently there are no set repayment terms-on the amounts-due to group undertakmgs Interest on these amounts is

charged at an arms-length basis.

.15 Creditors: amounts falling after more than one year

Amounts owed to group undertakings
Deferred taxation (note 8d)

,‘ 16 Loans

An analysis of the maturity of bank loans is given below:

Amounts faJling due within one year or on demand:
Bank overdraft :

2017 2016
€000 €000
1,421 1,428
1421 1,428
12017 2016
€000 - €000
10,182 9,753
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Notes to the financial statements

for the year ended 31 December 2017 (contmued)

17 Provision for liabilities

Long term onerous lease
Dilapidation provision
Provisions

2017

2016A

€000 €000
. 774
382 . -
380 . 380
762 _ 1,154

Provisions relate to the amicable settlement with a Romarsh Ltd customer following a long standing dispute

In September 2017 the business rénegotiated a new operating lease on its UK factory, resulting with release of

the onerous lease provision made in 2015. The resulting lease surrender premium costs associated to the

. cancellation of the previous UK Lease was expensed to the proﬁt and loss in 2017 and will be paid in quarterly

mstallments over a 3 year period.

18  Operating lease commitments |

At 31 December 2017, the total of future minimum lease payments under non-cancellable operating lease as

follows:

017 2016
Land and Other ] Land and Other

buildings buildings
. €000 €000 €000 - €000
Expiring within one year 599 90 900 68
Expiring between two and five years © 700 118 1,745 97
Expiring over five years ‘ ' : - - 408 -
1,299 208 - 3,053 165

In September 2017 the business rene gotiated a new operating lease on its UK factory which reduced the leased

square footage from 100% to 28% occupancy.
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Notes to the financial statements .
for the year ended 31 December 2017 (continued)

19 °  Called up share capital

2017 2016

Ordinary Shares at £1 each €000 €000
At 1 January 2016 15,368 15,368

At31December2017 - © - | : 15368 15368
Ordinary sharés are authorised, issued and fully paid at a nominal value of £1 per share.

20 - Reserves

Capital contribution reserve-

The capital éontribution reserve was generated in 2016/2017 following Tamura Corporation waiQing
intercompany loans and affiliate trade balances to the Company. Tamura Corporation of Hong Kong agreed to
. waive a further €2.995 million in amounts due to group undertakings in November 2017.

Proﬁt and loss reserve

The profit & loss reserve represents the accumulated losses results of the Companies operations.
21 Employee benefit obligations

The company operates a defined benefit pension scheme with assets held in a separately administered fund. The
scheme provides retirement benefits on the basis of members’ final salary. On 11 December 2001, the defined
benefit pension scheme was closed to new entrants. On 30 November 2009 the defined benefit pension scheme
was closed to future accrual and all active members became deferred members..

Defined benefit scheme

An actuarial valuation of the Tamura Hinchley Ltd pension séhem'e using the projected unit basis was carried .

“out at 31 December 2015 by JLT, independent consulting actuaries. The major assumptions used by the actuary . ~

were: .
' 2017 2016

‘ _ . . % %

- Rate of increase in salaries o - : n/a n/a
Rate of increase in pensions in payment o . 23 2.4
Discount rate ' . » A ‘ - 25 2.6

Rate of inflation - ‘ ‘ ‘ .32 3.3

Having taken advice from the company’s actuaries, the directors consider it appropriate to use a rafe of inflation
that is established by reference the Bank of England targeted inflation rate.
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Notes to the financial statements
for the year ended 31 December 2017 (continued)

21 Enﬁﬂoyeebeneﬁtobﬁgaﬁons(conﬁnued)

The mortality assumpﬁons used were as follows: -

2016

2017
. Years Years
Longevity at age 45:
—Men 21.9 22.2
— Women 23.7 24.2
Longevity at age 65: - o
—Men 23.0 239
— Women 25.0 26.1
The Assets-and Liabilities of the scheme at 31 December: ‘
2017 2016
€000 €000
Equities 10,736 8,504
Bonds 2,669 4,317
Cash - 285 278
Fair value of scheme assets » 13,690 13,100
Present value of scheme liabilities (16,169) 17,911)
Deficit in scheme 2,479 (4,811)
The equity investments and bonds which are held in'plan assets are qu‘oted and are valued at fair value.
Reconciliation of present value - of scheme liabiiities .
' ' 2017 2016
€000 €000
1 Januvary 17,911 16,855
Expenses 116 162
Interest cost 435 540
_ Benefits paid (1,088) (870)
Actuarial (gain)/loss (514) 3,527
Foreign currency (gain)/loss‘ ) (691) (2,303)
31 December . 16,169 17,911

Commitments for pensions not recorded in the balance sheet ‘

To eliminate the funding shortfall, the Uustee'and the company have agreed that, additional contributions to the pension
will be paid into the scheme within the next 12 months of £0.83 million followed by further £2.6 million thereafter to the

end of December 2021, to be paid through monthly installments.
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Notes to the financial statements

for the year ended 31 December 2017 (continued)

21  Employee benefit obligations (co‘nti'nued)‘

Reconciliation of present value of scheme assets

28

2017 2013
€000 €000
1 January 13,100 12,675
Actuarial gains (loss) - 839 1,582
Interest income 327 - 418
Benefits paid - (1,088) (870)
Contributions paid by employer 1,018 1,030
Foreign currency gain/(loss) (506) (1,732)
31 December 13,690 13,100
Scheme assets do not include any of Tamura-Europe Limiter's own financial instruments, or any property occx,ipicd
by Tamura-Europe Limited. o ' ‘
The expected return on scheme assets is determined by considering the expected returns on the assets underlying
the current investment policy.. Expected yields on fixed asset interest investments are based on gross redemption -
yields as at the balance sheet date. Expected returns on equity investments reflect long-term real rates of return
in the respective markets. ‘
Recognised in Ithe profit and loss: 2017 2016
' ' €000 €000
Interest cost 435 540
Interest income (327) (418)
Net expense 108" 122
Expenses 116 162
Foreign currency (gain\loss . (185) (571)
31 December 39 (288)
Recognised in other comprehensive income:
2017 2016
€000 €000
Return on plan assets (839) (1,582)
Experience gains and losses arising on the plan liabilities (169) (269
- Effects of changes in demographics and financial assumptions (345) T 3,797
31 December (1,353) 1,946



Notes to the financial statements
for the year ended 31 December 2017 (continued)

22 Related party transactions

The Company has taken advantage of the available exemptions available to it under FRS 102, not to disclose any
transactions or balances with entities that are part of the Group or investees of the Group qualifying as related
parties on the basis that greater than 90% of its voting rights are controlled within the group.

There was no amount (2016: hil) owed to the Company by any of the directors at 31 December 2017.

23  Contingent Liability

The Company has in place a bank guarantee with the Bank of Tokyo Mitsubishi UFJ Limited for the sum of
£200,000 for HMRC’s Duty Deferments.

Since January 2017 the company has been engaged in ICC arbitration proceedings with a customer in respect of
a claim for breach of contract arising from products supplied by the business to the customer. The claim is
denied by the Company in its entirety. At the balance sheet date, no provision has been made in relation to this
claim. In the opinion of the directors, it would prejudice seriously the position of the company to disclose the
information required by section 21.15 of FRS 102.

24 Ultimate parent undertaking and control
The immediate parent undertaking is Tamura Corporation.
The ultimate parent undertaking and controlling party is Tamura Corporation, a company incorporated in Japan.

Tamura Corporation is the parent undertaking of the largest gfoup of undertakings to consolidate these financial
statements at 31 December 2017. The consolidated financial statements of Tamura Corporation are available
from:

Tamura Corporation
1-19-43,
Higashi-Oizumi
Nerima-Ku,

Tokyo 178-8511
Japan
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