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Maxell Europe Limited
Registered No 1485997

Directors’ report

The directors present their annual report on the affawrs of the company, together with the financial
statements and independent auditors’ report, for the year ended 31 March 2010

Business review and principal activities

The principal activity of the company 1s the importation, marketing and distribution of video tapes,
computer tapes, CDR, DVD and batteries The directors expect the level of current activity to continue
into the foreseeable future The company 1s looking to accelerate the introduction of new products to
mcrease turnover n the future

The gross profit of the company has reduced 1n the current year due to increased competition and adverse
exchange rate movements

As shown 1n the company’s profit and loss account on page 8, the company sales have remained constant
with the prior year (2009 8% dechine) The sales of new products has offset the falling demand and prices
for some of the more traditional media products One of the main risks for the company 15 keeping pace
with the changes 1n technology and the company 1s 1n the process of introducing new products and
applications to look to increase turnover 1n the future

The company’s key performance indicators used to measure the effectiveness of its operations are as

follows

2010 2009
Gross margin % 11 7% 137%
Operating (loss)/profit (2 62%) 157%

The gross margin percentage has decreased to 11 7% from 13 7% partly due to a reduction in margins
caused by currency fluctuations The company 1s managing currency risk by utilising forward contracts

The balance sheet on page 10 shows the company’s financial position at the year end

During the year the company entered into a sale and leaseback transaction for the Telford site The sale
resulted 1n a profit of £2,370,000 being recorded 1n the year The munimum consideration 1s £3 million of
which £] 5 million was received in December 2009 The initial leaseback penod 1s 3 years to December
2012

The Company looks after the European market through a combination of direct sales or sales via its
branch in Hungary and 1ts subsidianies in Germany, France and Italy The Hunganan branch deals with
sales n Central and Eastern Europe The operations in France and Italy which deal with sales in those
countries have been transferred to branches of Maxell Europe Limited from subsidiaries from 1 Apnl
2010 to have a more efficient and effective structure Due to the restructurning and losses in the European
operation a provision has been made of £2 433 million to write down the intercompany investments and
debtors balances to the recoverable amount

The company’s cash levels have decreased by £758,000 from £1,302,000 at the end of 2009 to £544,000
at the end of the current financial year Cash levels have decreased primanly due to the repayment of bank
loans of £9,671,000 The additional cash was generated from reducing inventory and improved cash
collection from customers, as well as £1 3 milhion 1mual payment received from the sale of the Telford
factory

The main focus for the company 1n the next year will be to further improve the cash conversion rate and
reduce inventories

Results and dividends

The company's turnover for the year was £121,787,000 (2009 £121,936,000) and 1ts loss before taxation
was £2,190,000 (2009 profit of £1,122,000)
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Directors’ report

No dividend has been proposed (2009 £mil)

Directors and their interests

The directors who served during the year and subsequently were as follows

A Matsumoto

S Boyd

A Camm

T Suzuki (resigned 1 November 2009)
M Takahashi (appownted 4 June 2010

K H Ewald

M Okafun (resigned 16 June 2009)

T Kameda

H Yamagata (resigned 31 March 2010)

Y Kono (appomted 1 November 2009)

Disabled employees

Apphcations for employment by disabled persons are always fully considered, bearing 1n mind the
aptitudes of the applicant concerned In the event of members of staff becomung disabled, every effort 15
made to ensure that their employment with the company continues and that appropnate tramnuing 15
arranged It s the policy of the company that the traiming, career development and promotion of disabled
persons should, as far as possible, be identical with that of other employees

Employee consultation

The company places considerable value on the improvement of 1ts employees and has continued to keep
them informed on matters affecting them as employees and on the vanous factors affecting the
performance of the company Regular meetings are held between local management and employees to
allow a free flow of information and 1deas

Supplier payment policy

The company’s policy 1s to settle terms of payment with supphiers when agreeing the terms of each
transaction, ensure that supphers are made aware of the terms of payment and abide by the terms of
payment Trade creditors of the company at 31 March 2010 were equivalent to 44 days (2009 40 days)
days” purchases, based on the average daily amount invoiced by suppliers during the year

Financial risk management policy

The directors have reviewed the financial sk management objectives and policies of the company, where
there 18 a sigmficant exposure to financial nsks, the group policy laid down by the immediate parent
company, Hitachh Maxell Limited, 1s followed The company has 1dentified that fluctuation between the
dollar and the Euro 1s a matenial exposure The company uses forward foreign exchange rates by fixing
the rate of any material payments 1n foreign currency The forward foreign exchange contracts are entered
into on a monthly basis based upon forecast monthly requirements It does not enter into any speculative
financial nstruments

Company policies are aimed at mumimising losses through credit nisk, and require that deferred terms are
only granted to customers who demonstrate an appropriate payment history and satisfy credit worthiness
procedures The company also makes extensive use of credit insurance to mininuse the rnisk of loss due to
bad debts

Appropnate trade terms are negotiated with suppliers and customers and management reviews these terms
and the relationships with suppliers and customers and manages any exposure on normal trade terms The
company prepares regular forecasts of cash flow and hquidity and the requirement for additional funding
are managed as part of the overall Hitachi Maxell Linuted financing arrangements
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Post balance sheet events

With effect from 1 Apnl the assets and liabilities of Maxell France SA and Maxell Italia SpA were
transferred at book value to branches of Maxell Europe Limited established 1in France and Italy
respectively The book values of the investments and intercompany balances relating to Maxell [taly were
written down by £839k to reflect the net assets of this operation

In addition the value of the investment 1n Maxell Deutschland Gmbh was written down by £948k to
reflect an impairment 1n the carrying value of this investment

Going concern

The financial statements have been prepared on a going concern basis The directors have reviewed cash
flow forecasts for a period of at least twelve months from the date of approval of the financial statements
On this basis, the directors consider that the company has adequate funds to meet 1ts liabilities for a period
of at least twelve months from the date of approval of the financial statements

Auditors
Each of the persons who 1s a director at the date of approval of thus report confirms that

* 50 far as the director 15 aware, there 1s no relevant audit information of which the company’s auditors
are unaware, and

» the director has taken all the steps that he/she ought to have taken as a director 1n order to make
himselfherself aware of any relevant audit information and to estabhish that the company’s auditors
arc aware of that information

In accordance with $489 of the Companies Act 2006, a resolution 1s to be proposed at the Annual General
Meeting for reappointment of Emst & Young LLP as auditor of the company

By order of the Board

Mo O

A Camm
Darector

25 ecomlay 200
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Statement of directors’ responsibilities

The directors are responsible for prepanng the Directors’ Report and the financial statements 1n
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 1n accordance with United Kingdom
Generally Accepted Accounting Practice (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 In prepanng these financial statements, the directors are requured to

+ select suitable accounting policies and then apply them consistently,

+ make judgments and accounting estimates that are reasonable and prudent,

= state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements,

 prepare the financial statements on the gomng concern basis unless 1t 1S mappropriate to presume
that the company will continue 1n 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
posttion of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities




Independent auditors’ report

to the members of Maxell Europe Limited

We have audited the financial statements of Maxell Europe Lunited for the year ended 31 March 2010
which comprise the Profit and Loss Account, the Balance Sheet, the Statement of Total Recogmised Gains
and Losses and the related notes | to 23 The financial reporting framework that has been applied 1n their
preparation 15 applicable law and United Kingdom Accounting Standards (Umted 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 might state to the company’s
members those matters we are required to state to them 1n an auditor’s report and for no other purpose To
the fullest extent permutted 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 opimions we
have formed

Respective responsibilities of directors and auditors

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

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or error  This includes an assessment of whether the accounting policies are
appropnate to the company’s circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements

Opinion on financial statements
In our opinion the financial statements

s mve a true and fair view of the state of the company’s affairs as at 31 March 2010 and of 1ts loss
for the year then ended,

e have been properly prepared 1n accordance with United Kingdom Generally Accepted
Accounting Practice, and
¢  have been prepared 1n accordance with the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements




Independent auditors’ report
to the members of Maxeltl Europe Limited

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 if, 1n our opmion

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been
receaved from branches not visited by us, or
the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not recerved all the information and explanations we require for our audit

Andrew Meﬁjk (Sentor s"atu!ory audttor)

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

Birnungham

Dart Ly Dece\pas Lan P




Maxell Europe Limited

Registered No 1485997
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Profit and loss account
for the year ended 31 March 2010

2010 2609

Notes £000 £000

Turnover 2 121,787 121,936
Cost of sales (107,453) (105,117)

Gross profit 14,334 16,819
Other operating expenses —~before exceptional costs 3 (15,953) (14,902}

- exceptional costs 5 (1,396) -

Operating profit (3,015) 1,917

Gamn on sale and leaseback transaction 5 2,370 -
Amounts written off investments 11 (1,037) (393)

{Loss)/profit on ordinary activities before finance charges (1,682) 1,524
Finance charges 6 (508) (402)

(Loss)/profit on ordinary activities before taxation 6 (2,190) 1,122
Tax on (loss)/profit on ordinary activities 8 94) (101)

(Loss)/profit for the financial year 17 (2,284) 1,021

All activities arose from continuing operations




Maxell Europe Limited

Statement of total recognised gains and losses

for the year ended 31 March 2010

Profit{{loss) for the financial year

Net actuanal (loss) / gain relating to the pensions scheme

UK deferred tax attributable to the net actuaral (loss) /gain relating to the
pension scheme

Currency transiation adjustment 1n respect of overseas branch

Total recognised gains and losses relating to the year

2010 2009
£000 £000
(2,284) 1,021
(1,939) (1,979)
543 554
12 (5)
(3,668) (409)




Maxell Europe Limited
Registered No 1485997

Balance sheet
at 31 March 2010

Fixed assets
Goodwill
Tangible assets
Investments

Current assets

Stocks

Debtors

- due within one year

- due after more than one year
Cash at bank and m hand

Creditors: amounts falling due within one year
Net current assets

Total assetls less current habilities

Creditors. amounts falling due after more than one year

Net assets excluding pension liability
Pension liabihity

Net assets including pension hiability

Capital and reserves
Called up share capital
Profit and loss account

Equity shareholders’ funds

Notes

10
11

15

20

16
17

18

2010 2009
£000 £000
993 1,055
3457 4,494
4,450 5,549
19,822 22,404
40,233 44,366
55 2,144
544 1,302
60,654 70,216
(34,095)  (33,632)
26,559 36,584
31,009 42,133
- (8,626)
31,009 33,507
(4,080) (2,910)
26,929 30,597
35,000 35,000
(8,071) (4,403)
26,929 30,597

The financial statements were approved by the board of directors and signed on 1ts behalf by

b Qe

A Camm
Director

20 Tero~\gf 2010

10




Maxell Europe Limited

Notes to the financial statements
at 31 March 2010

1. Accounting policies
The principal accounting policies are summarised below They have all been applied consistently
throughout the year and the preceding year
Basis of accounting
The financtal statements have been prepared on a going concern basis under the historical cost convention

and 1n accordance with applicable United Kingdom accounting standards

The company 1s exempt from the requirement of Financial Reporting Standard Number 1 *Cash flow
statements’, to include a cash flow statement 1n 1ts financial statements because consehidated financial
statements, in which the results of Maxeil Europe Limited are included, are prepared by the parent
company and are publicly available

The company 1s exempt from the requirement to prepare group financial statements as 1t 1 included n the
consolidated financial statements of 11s parent company, Hitach1 Maxell Limited The financial statements
present information about the company as an individual undertaking and not about 1ts group

Intangible assets — goodwill

Goodwill ansing on the acquisition of businesses, representing the excess of the fair value of the
consideration given over the fair value of the identifiable assets and habihities acquired, 1s capitalised and
written off on a straight hine basis over 1ts useful economic life, which 1s between 2 and 10 years
Tangible fixed assets

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

Depreciation 1s provided on all tangible fixed assets, other than frechold land, at rates calculated to write
off the cost, less estimated restdual value, of each asset over its expected useful life, as follows

Freehold buildings - 25 years straight line

Plant and machinery - 25% - 36 9% reducing balance
Computer equipment - 3 years straight line

Fixtures and fittings - 25% reducing balance

Residual value 1s calculated on prices prevailing at the date of acquisition

investments

Fixed asset investments are stated at cost less provision for impairment

impairment of intangible assets, tangible fixed assets and investments

Intangible assets, tangible fixed assets and investments are reviewed for impairment if, in the opinion of
the directors, indicators of potential impairment exist Impairment reviews compare the carrying value of
assets with the higher of the value 1n use of the assets or the recoverable value through sale

Stocks
Stocks are stated at the lower of cost and net realisable value

Cost incurred 1n bringing each produce to its present location and condition 1s based on

Raw matenals - purchase cost on a first-in, first-out basis, including
transportation expenses and import duty 1f appropnate

Work 1n progress and fimshed goods - cost of direct matenals and labour, plus an appropnate
proportion of manufacturing overheads based on normal
levels of activity

11




Maxell Europe Limited

Notes to the financial statements
at 31 March 2010

Accounting policies (continued)
Stocks (continued)

Net realisable value 15 based on estimated selling prices, less further costs expected to be incurred to
completion and disposal Provision 1s made for obsolete, slow-moving or defective items where
approprate

Taxation

Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantially enacted by the balance
sheet date

Deferred tax 1s recogmsed in respect of all uming differences that have oniginated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax 1n the future or
a night to pay less tax in the future have occurred at the balance sheet date Timing differences are
differences between the company's taxable profits and its results as stated in the financial statements that
arise from the inclusion of gains and losses 1n tax assessments n periods different from those 1n which
they are recognised in the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits
from which the future reversal of the underlying timing differences can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply 1n the periods 1n which the
timing differences are expected to reverse, based on tax rates and laws that have been enacted or
substantively enacted by the balance sheet date Deferred tax 1s measured on a non-discounted basis

Turnover

Tumover represents amounts receivable for goods and services provided in the normal course of business,
net of trade discounts, VAT and other sales related taxes Revenue 1s recogrused when persuasive
evidence of an arrangement with a customer exists, delivery has occurred, the price 1s fixed or
determinable and the collection of the amount due 15 reasonably assured

Pension costs

The company provides pension arrangements to the majonity of full-time employees through a defined
benefit pension scheme

Actuanal valuations are camed out every three years by independent qualified actuanes

Following the adoption of Financial Reporting Standard No 17 ‘Retirement benefits’ (FRS17), the regular
service cost of providing benefits to employees duning the year, together with the cost of any benefits
relating to past service 1s charged to operating profit in the year

The 1nterest cost on retirement benefit scheme habilities less the expected return on the assets of the
scheme dunng the year, based on the market value of the scheme at the start of the year, 1s charged as
other finance charges to profit before taxation in the year

The difference between the market value of assets and the actuanal value of pension lhiabilities 1s shown as
a hiability 1n the balance sheet, net of deferred tax

Dnfferences between actual and expected returns on assets and experience gamns/(losses) arising on scheme
liabilities durning the year, together with differences anising from changes in assumptions, are recogmised
in the statement of total recogmised gains and losses 1n the year

12
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Notes to the financial statements
at 31 March 2010

Accounting policies {continued)
Foreign currency

Transactions i foreign currencies are recorded at the rate of exchange at the date of the transaction
Monetary assets and liabihties denominated in foreign currencies at the balance sheet date are reported at
the rates of exchange prevailing at that date or, 1f appropnate, at the forward contract rate Any gain or
loss ansing from a change 1n exchange rates subsequent to the date of the transaction 1s included as an
exchange gam or loss 1 the profit and loss account

The financial statements of the overseas branch are translated at the rate of exchange ruling at the balance
sheet date The exchange difference ansing on the retranslation of opening net assets 15 taken directly to
reserves All other translation differences are taken to the profit and loss account wath the exception of
differences on foreign currency borrowings, to the extent that they are used to finance or provide a hedge
against group equity mvestments in foreign enterpnises, which are taken directly to reserves

Leases

Rentals payable under operating leases are charged 1n the profit and loss account on a straight hine basis
over the lease term Lease mcentives are recogmsed over the shorter of the lease term and the date of the
next rent review

Government grants

Government grants relating to tangible fixed assets are treated as deferred income and released to the
profit and loss account over the expected useful lives of the assets concerned

Turnover
The geographical split of turnover by destination 1s as follows

2010 2009
£000 £000
United Kingdom 22,942 22,142
Rest of Europe 98,845 99,794

121,787 121,936

Other operating expenses

2010 2009

£000 £000

Distribution costs 7,706 8,686
Administrative expenses 5,162 5,693
12,868 14,379

Other net operating charges 3,085 523
15,953 14,902

13
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Notes to the financial statements
at 31 March 2010

4. Operating profit

Operating (loss)/profit 1s stated after charging/(crediting)

2010 2009
£000 £000
Depreciation and amounts written off tangible fixed assets 135 266
Foreign exchanges losses/ (gains) 984 (1,901)
Amortisation of government grant - (35)
Operating lease rentals -  plant and machimery 145 170
- other 122 184
Auditors’ remuneration - audit services 60 61
-other assurance work 31 32
5. Exceptional costs
Exceptional items recogritsed in arriving at operarmng profit
2010 2009
£000 £000
Wnite off of balance owed by subsidiary undertakings 1,396 -
Exceprional wems recognised below operating profit
2010 2009
£000 £000
Gain made on sale and leaseback transaction (2,370) -

There 1s no tax charge ansing on the gain made on the sale and leaseback transaction

During the year the company entered into a sale and leaseback transaction for the Telford site The
mimmum consideration for the sale 15 £3,000,000 of which £1,500,000 was received 1n December 2009,
with the remaining £1,500,000 receivable in December 2012 The sale resulted in a profit on disposal
(after reflecting legal costs, the fair value of rents during the 1mtial rent period and the impacting of
discounting on the outstanding consideration) of £2,370,000 being recorded 1n the year

The company has entered into an 1mtial 3 year leaseback agreement for the part of the building utilised for
the moulding operation The lease can be renewed for additional penods of 3 years

14
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Notes to the financial statements
at 31 March 2010

6. Finance charges (net)

2010 2009
£000 £000
Interest receivable and similar income
Bank interest 15 91
Interest receivable from group companies 123 99
Other finance mcome (note 19¢) 798 1,005
936 1,195
Interest payable and similar charges
Bank loans and overdrafts 58 105
Interest payable to group companies 503 481
Other finance costs (note 19¢) 883 1,011
1,444 1,597
Finance charges (net)
Interest payable and similar charges 1,444 1,597
Less interest receivable and similar income {936) (1,195)
508 402
7. Staff costs
The average monthly number of employees (including executive directors) was
2010 2009
Ne No
Production 67 67
Selling and marketing 37 35
Admnmstration 25 25
129 127
Their aggregate remuneration comprnised
2010 2009
£000 £000
Wages and salaries 4,232 4,337
Social secunty costs 337 367
Other pension costs 278 230
4,847 4,934

15




Maxell Europe Limited

Notes to the financial statements
at 31 March 2010

7. Staff costs (continued)
The total amount for directors’ remuneration were as follows

2010 2009
£000 £000
Emoluments 874 893
The above amounts for remuneration include the following 1n respect of the highest paid director
2010 2009
£000 £000
Emoluments 253 224
The highest paid director did not receive any pension contributions in either year
The number of directors who were members of pension schemes was as follows
2010 2009
£000 £000
Defined benefit schemes 2 2
8. Tax
(a) Tax on profit on ordinary activities
The tax charge 1s made up as follows
2010 2009
£000 £000
Current tax
UK corporation tax - -
Foreign tax 7 -
Total current tax 7 -
Deferred tax
Ongination and reversal of timing differences - -
Movement on FRS17 provisions 87 101
Total deferred tax 87 101
Total tax on profit on ordinary activities 94 101

16



Maxell Europe Limited
Notes to the financial statements
at 31 March 2010

Tax {continued)

(b) Factors affecting the current tax charge

The differences between the total current tax shown above and the amount calculated by applying the

standard rate of UK corporatton tax to the profit before tax 1s as follows

{Loss)/profit on ordinary activities before tax

Tax on (loss) on ordinary activities at standard UK corporation tax rate
of 28% (2009 28%)

Effects of

Expenses not deductible for tax purposes

Capial allowances in excess of depreciation

Other timing differences

Uunlisation of brought forward losses

Current tax charge for the year

(¢ ) Deferred taxation
The movement on deferred tax asset 15 as follows

At 1 April 2009 (note 19¢}
Amount recognised within Statement of Total Recogmised Gans and Losses
Charged to profit and loss account (note 8a)

At 31 March 2010 (note 19c)

The deferred tax included 1n the balance sheet 1s as follows

Pensions related deferred tax asset (note 19¢)

2010 2009
£000 £000
{2,190) 1,122
(613) 314
741 136
N (74)
87 101
(118) (477)
Deferred taxation
£000
1,131
543
(87)
1,587
2010 2009
£000 £000
1,587 1,131

17
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Notes to the financial statements
at 31 March 2010

8. Tax (continued)

In addition to the above, there 15 an unprovided deferred tax asset of £2 Om (2009 £1 4m) This
additional amount, over and above the asset 1n respect of the defined benefit hability, has not been
recogmsed due to uncertainty over the tming and extent of future profits The unprovided amount relates
to the following

2010 2009
£000 £000
Current tax
Decelerated capital allowances 260 369
Trading losses 1,810 1,037
Total unrecognised deferred tax asset 2,070 1,406

(d) Factors affecting the future tax charge

The effect of the changes that have been substantially enacted in the Finance (No 2) Act 2010 would
recduce the company’s deferred tax asset at 24 Apnil 2010 This decrease in the recogmised deferred tax
asset 15 due to the reduction 1n corporation tax rate from 28 per cent to 27 per cent with effect from 1

April 2011
9. Goodwill
£000
Cost
At 1 Apnil 2009 and 31 March 2010 704
Amortusation
At 1 Apnil 2009 and 31 March 2010 (704)

Net book value
At 1 Apnl 2009 and 31 March 2010 -

18
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10.

Notes to the financial statements

at 31 March 2010

Tangible fixed assets

Cost
At 1 Apnl 2009
Additions

Disposals
(17,379)

At 31 March 2010

Depreciation

At 1 April 2009
Charge for the year
Disposals

At 31 March 2010

Net book value
At 31 March 2010

At 31 Mar 2009

Freehold
land and  Plant and Fixtures and
builldings  machinery fittings Total
£000 £000 £000 £000
10,168 13,257 1,153 24,578
- 281 57 338
(10,168) (6,783) (428)
- 6,755 782 7,537
9919 12,494 1,110 23,523
- 110 25 135
(9,919 (6,783) (412) (17,114)
- 5,821 723 6,544
- 934 59 993
249 763 43 1,055

Freehold land amounting to £0 (2009 £249,000) and assets under construction within plant and
machinery of £247,000 (2009 £244,000) have not been depreciated

19




Maxell Europe Limited

11.

Notes to the financial statements
at 31 March 2010

Fixed asset investments

Subsidiary Other
undertakings investments Total
£000 £000 £000

Cost
At 1l Apnl 2009 5,479 92 5,571
Additions - - -
A1 31 March 2010 5,479 92 5,57
Provision
Atl Apnl 2009 1,077 - 1,077
Charge for the year 1,037 - 1,037
At 31 March 2010 2,114 - 2,114
Net book value
At 31 March 2010 3,365 92 3,457
At 31 March 2009 4,402 92 4,494
The company has investments in the following undertakings
Subsidiary undertakings Country of registration Holding 2%
Maxell France S A France Ordinary 100
Mazxell Scandinavia AB Sweden Ordinary 100
Maxell Deutschiand GmbH ’ Germany Ordnary 100
Maxell [taha Sp A ltaly Ordimnary 100
Maxell Benelux B V Netherlands Ordinary 100
Maxell Hungary Hungary Ordinary 99
Other investsments
Maxell Spain S A Spaimn Ordinary 15

The principal activity of all the above companties 1s the distribution of mulimedia products

With effect from 1* April 2010 the operations of Maxell France SA and Maxell Italia SA have been

transferred to branches of Maxell Europe Ltd

20



Maxell Europe Limited

12.

13.

14,

Notes to the financial statements
at 31 March 2010

Stocks
2010 2009
£000 £000
Raw matenals and consumables 364 374
Work 1n progress 39 42
Fimished goods and goods for resale 19,419 21,988
19,822 22,404

In the opinion of the directors, there is no material difference between the book value of stocks and their

replacement cost

Debtors
2010 2009
£000 £000
Amounts falling due within one year
Trade debtors 23,382 21,438
Amounts owed by group undertakings 14,792 22,043
Other tax and social secunty 201 460
Corporation tax recoverable - 39
Prepayments and other accrued imncome 1,858 386
40,233 44,366
Amounts falling due after more than one year
Amounts owed by group undertakings - 2,089
Rent deposit 55 55
55 2,144
40,288 46,510
Creditors: amounts falling due within one year
2010 2009
£000 £000
Loans - 9.671
Trade creditors 6,899 4,581
Amounts owed to group undertakings 22,919 16,200
Other creditors 50 203
Other tax and social secunty 113 78
Accruals and deferred income 4,114 2,899
34,095 33,632

The company’s borrowing facilities include a facihity of £11 million which 1s reviewed annually with the
mterest fixed monthly, and a facility of £2 5 million which 1s reviewed annually with the interest rate

fixed at this point
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Notes to the financial statements

at 31 March 2010

Creditors: amounts falling due after more than one year

Amounts loaned by parent company

In the prior year the company took out a new loan for £5 2 nulhien and €3 7 million from 1ts parent
company repayable in June 2010 Interest 1s charged at a fixed rate as follows

Borrowings bear interest as follows

£5 2 mlhon at 6 253%
€3 7 mallion at 5 388%

Amounts loaned by parent company
Between one and two years
Between two and five years

On demand or within one year

The movement on the government grants was as follows

At 1 Apnl 2009
Amortisation

At 31 March 2010

2010 2009
£000 £000
- 8,626
- 8,626
2010 2009
£000 £000
- 8,626
8,501 -
8,501 3,626
2010 2009
£000 £000
- 35
- (33)
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18.

Notes to the financial statements
at 31 March 2010

Called up share capital

Authorised
36,000,000 ordinary shares of £1 each

Allotted, called up and fully paid
35,000,000 ordinary shares of £1 each

Reserves

At 1 Apnl 2009

Retained loss for the year

Actuanal loss net of deferred taxation

Currency translation adjustment on overseas branch

At 31 March 2010

Reconciliation of movement in shareholders’ funds

(Loss)/profit for the financial year
Other recognised gains and losses relating to the year (net)

Net addition/{reducticn) to shareholders’ funds
Opening shareholders’ funds

Closing sharcholders’ funds

2010 2009
£000 £000
36,000 36,000
2010 2009
£000 £000
35,000 35,000
Profit and
loss
account
£000
(4,403)
(2,284)
(1,396)
12
(8,071)
2010 2009
£000 £000
(2,284) 1,021
(1,384) (1,430)
(3,668) (409)
30,597 31,006
26,926 30,597
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at 31 March 2010

Guarantees and other financial commitments

a} Caputal commitments

At the end of the year capital commitments were

2010 2009
£000 £000
Contracted for but not provided for 564 244
b) Lease commuitments
Annual commitments under non-cancellable operating leases are as follows
2010 2009
Land and  Plant and Land and  Plant and
buildings  machinery burldings  machinery
£000 £000 £000 £000
Expiry date
Within one year - 3 107 10
Between two and five years 120 131 - 117
120 134 107 127
Pensions

The eonly sigmficant pension scheme operated by the company 1s the Maxell Europe Limited Pension

Scheme (the ‘scheme’) in the UK

The scheme 1s a defined benefit pension scheme which all employees are invited to join The scheme 15
contnibutory (employer 11%, employees 7% of basic salary during the year) and 1s adrministered by

trustees

Durning the year ended 31 March 2010, the company was contributing on average approximately 11% of
pensionable pay into the UK pension scheme From | Apnl 2010, the company 1s on average contnbuting
approximately 11% of pensionable pay plus additional contributions of £30,009 per month
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Pensions (continued)

The fair value of the assets 1n the scheme and the present value of the liabilities 1n the scheme were

2010 2009

£000 £000
Bonds 1,285 864
Equities 13,248 8,737
Cash and net current assets 169 61
Total fair value of scheme assets 14,702 9,662
Present value of scheme liabilities (20,369) (13,703)
Shortfall in scheme (5,667) (4,041)
Related deferred tax asset 1,587 1,131
Net pension hability (4,080) (2,910)

The amount recognised 1n the Profit and Loss account and 1n the Staternent of Total Recogmsed Gains and
Losses for the year are analysed as follows

Recognised in the Profit and Loss Account:

2010 2009

£000 £000
Current service costs 193 225
Total operating charge 193 225
Analysis of amounts charged to other finance (expense)/income (note 5)

2010 2009

£000 £000
Expected return on pension scheme assets 798 1,005
Interest on pension scheme habilities (883) (1,011)
Net (expense)/return (85) (6)
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Pensions (continued)
Taken to the Statement of Total Recogmised Gains and Losses’

2010 2009
£000 £000
Actual return less expected return on pension scheme assets 3,757 {4,350)
Changes 1n assumptions underlying the present value of the scheme Liabilities (3,696) 2,371
Actuanal (loss)/gain recognised in the Statement of Total Recogmsed
Gains and Losses (1,939) (1,979

The cumulative amount of actuanal gains and losses recogmsed 1n the Statement of Total Recogrsed

Gains and losses since 1 January 2004 1s a net loss of £2,217,000 (2009 net loss of £278,000)

The major assumptions at 31 March 2010 used by the actuary were -

2010 2009

% %

Rate of mcrease in salaries 350 300

Rate of increase tn pensions 1n payment 240 220

Duscount rate 550 6 50

Inflation rate 350 300
Mortality 115% of PXAQ0Q 115% of PXAQ0Q

The mortahty assumption for 2010 15 115% of PXAQO birth year tables wath long cohort projections and

1 5% muinimum 1mprovement underpin

Using the mortality tables adopted, the assumed future life expectancy on retirement at age 65 15 as

follows -

Retinng today

2010 2009
Males 882 880
Females 90 67 %0 6
Retinng 1n 20 vears
Males 91 1 910
Females 936 935
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20. Pensions (continued)

The scheme assets are stated at the market values at the balance sheet dates and overall expected rates of
return are established by applying published brokers forecasts for each category of scheme asset The rates

quoted below are the expected net rates of return after allowance for expenses

Expected rate of return

2010 2009
% %
Bonds 425 400
Equities 800 850
Cash and net current assets 050 200
Changes 1 the fair value of plan assets are analysed as follows
2010 2009
£000 £000
At 1l Apnl 9.662 12,828
Expected return on assets 798 1,005
Members’ Contnibution 144 144
Benefits paid (250) (556)
Actuanal gams/(losses) on assets 3,757 (4,350)
Contributions by the Company 591 591
At 31 March 14,702 9,662
Changes n the present value of the defined benefit obligations are analysed as follows
2010 2009
£000 £000
At 1Apnl 13,703 15,250
Current service cost 193 225
Members’ Contributions 144 144
Interest cost 883 1,011
Benefits paid (250) (556)
Actuanal (gains)/losses on habilines 5,696 (2,371}
At 31 March 20,369 13,703
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Pensions {continued)

History of expertence gains and losses 2010 2009 2008 2007 2006
£000 £000 £000 £000 £000
Present value of DB obligation (20,369) (13,703 (15,250) (16,890) (15,447)
Scheme assets 14,702 9,662 12,828 12,878 11,155
Deficit (5,667) (4,041) (2,422) (4,012) (4,292}
Expenence gains and losses on (5,696) 1,908 330 (736) 364

scheme habilities

Experience gains and losses on 3,757 (4,350) (1,751) (15) 1,801
Scheme assets

Ultimate parent company

The largest group, and controlling party, 1n which the results of Maxell Europe Limited are consclidated 1s
that headed by Hitacha Limited, 1ts ulimate parent company, incorporated n Japan, whose principal place
of business 15 6 Kanda, Surugadai, 4 Chome, Cluyoda-Ku, Tokyo 101-8010, Japan The smallest group 1n
whuch the results are consolidated 1s that headed by Hitachi Maxell Limited, its immediate parent
company, incorporated in Japan, whose principal place of business 1s 1-1-88, Ushitora, Ibaraki-shi, Osaka
567-8567, Japan The consolidated financial statements are available from the above addresses

Contingent asset

The gain made on the sale and leaseback transaction 1s disclosed n note 5 In addition to this, fora 10
year period from the date of transfer of the property there 15 a potential for overage payments to be
received of up to £1 5 million based upon planning permission being granted and capable of being
executed for a qualifying development at the property

Related party transactions

As a subsidiary undertaking of Hitachn Maxell Limited, the company has taken advantage of the
exemption in Financial Reporting Standard Number 8 ‘Related party disclosures’ from disclosing
transactions with other members of the group headed by Hitach1 Maxell Limated

Maxell Spamn 8 A 1s a related party as Maxell Europe Limited owns 15% of 1ts 1ssued share capital Sales
of £1,861,000 (2009 £2,055,000) were made to Maxell Spain S A dunng the year to 31 March 2010
£699,000 (2009 £913,000) remains unpaid at the balance sheet date and 1s included 1n trade debtors (note
13)
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