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Metaldyne International (UK) Limited

Strategic report

The directors present their strategic report on the affarrs of Metaldyne International (UK) Limited (‘the Company’)
for the year ended 31 December 2017. ' .

Principal activities

The principal activity comprises the manufacture and distribution of dampers and viscous products for automotive
and industrial applications. -

Review of the business

The Company saw a rise in profitability and sales in 2017 compared to the same levels as 2016.The operating profit at
2017 was £4.6m v £3.6m for 2016.The improvement in the profit margin was a result of a significant increase in the
Passenger Car market sales and an exceptional year of sales in Special Products Both sectors contributed to the
additional profit levels. .

The business continues to develop new product lines with major OEM customers which will be supported by
significant investments in both new lines and additional manning to ensure service levels are maintained.

The acquisitions of Metaldyne Performance Group Inc. by American Axle & Manufacturing Holdings Inc. in April
2017 should only strengthen the future business in both marketing, sales and purchasing. A combination of these
~ elements will ensure margins are maintained from ever increasing competition and changes in currency markets.

The majority of the Company’s sales are'in Euros and Dollars so fluctuations in rates can have a major impact on
profit before tax; 2017 saw a gain of £0.9m compared to a gain in 2016 of £1.1m.

Key performance indicators

Key financial performance indicators include the monitoring of the management of proﬁtabrllty and workmg capital as
follows: '

-

31 December - 31 December -

2017 2016 Measure
Financial : S
Return on capital ' " 23.0% 22.2% Profit before tax/ assets less current liabilities '
Current ratio 2.2 2.4  Current assets: current liabilities
Stock turnover 125 9.4  Turnover/stock
Days debtors 66.6 67.0 Trade debtors/average turnover
Days creditors 39.9 61.3 Trade creditors/average turnover
Sales per employee (£000) : 326.9 282.4 Turnover/average number of employees

Return on capital: Profit before tax has increased by £810k from £3,417k to £4,227k. Material cost savings and labour
efficiencies reduced cost of sales by £1,255k, partlally offset by the movement in the favourable foreign currency
exchange as noted above.

Day’s creditors: A reducnon in both Capital WIP Accounts in 2017 compared to 201 6anda reductlon in Raw Material

Stocks has resulted in a significant reduction in Creditor Days year on year
: 3

Sales per employee: The increase in Sales per Employee of 15.8% has been achieved with only a small increase in
Manning levels of 3% in 2017.

Key non-financial performance indicators include the monitoring of the Company’s employees’ health and safety in
~ addition to the group s environmental impact and energy consumption.

In line with Fmanmal Reportmg Standard 102 Section 28, the pension liability net of deferred tax at 31 December 2017
of £1,869,000 (2016: £2,274,000) has been mc]uded in the financial statements.



-Metaldyne International (UK) Limited

Strategic report (continued)

Principal risks and uncertainties
The principal risks and uncertainties affecting the business include the following:

-, Foreign currency exchange: The Company experiences fluctuations relating to currency transactions and presently
does not hedge agamst currency fluctuations.

Raw material availability and prices: The Company monitors raw matenal sources on a global basis and negotiates
forward purchase contracts where appropriate with key suppliers.

Environmental risks: The Company places considerable emphasis upon environmental compliance in its business and
not only seeks to ensure ongoing compliance with relevant legislation but also strives to ensure that envxronmental
best practice is incorporated into its key processes.

Debtors: The Company maintains strong relationships with each of its key customers and has established credit
. control parameters. Appropriate credit terms are agreed with all customers and these are closely managed.

The effect of legislation or other ;egglatog activities: The Company. monitors forthcommg and current legislation

regularly
Pension funding risk: The Company operates a defined benefit pension plan as detailed i in note 17. The funding of
the pension liabilities at 31 December 2017 was 75% by equities and 25% in bonds. The defined benefit scheme was

closed to future accruals on 30 June 2010.

Competitive risk: The Company operates in highly competitive markets. Product innovations or technical advances
by competitors could adversely affect the Company. The diversity of operations and the continued search for new
market opportunities reduces the possible effect of action by any single competitor ‘ . ~

Future developments
Key areas of strategic development and performance of the business include:

Sales and marketing: New and replacement business is being won continually; new markets have been developed in
line with the Company’s strategy; key customer relationships are monitored on a regular basis.

Manufacturing: New products continue to be developed for both existing and developing markets; production
efficiencies have been gained and new initiatives for process and efficiency improvements are constantly being
developed. .
Environment: Consent limits have been met; neighbour complaints have been at a minimum and all have been
addressed; new methods of achieving greater environmental effectiveness are continually being examined.

Health and Safety: Accident and absenteeism rates have again fallen and the Company continues to seek ways of
ensuring that a safe and healthy working environment is progressively improved.

28" September 2018 /

Keith Eagle
* Director




Metaldyne International (UK) Limited

Directors’ report

' -
i

The directors present their annual report on the affairs of (¢ the Company’), together with the. financlal statements and
auditor’s report, for the year ended 31 December 2017.

Research and development

- The Company is entitled to claim R&D tax relief'as Metaldyne specialises in developing viscous damper components
that are critical to the overall performance in new passenger vehicle programmes. In 2017 there were several R&D
projects that were eligible for the purposes of R&D tax relief claim.

Directors’
The directors, who served throughout the year and up to the date of thlS report except as noted were as follows L

' Yves J R Gerard
Keith Eagle
Mark P Blaufuss (Resigned 06/04/2017),

GOING CONCERN

In determining whether the Company’s 2017 financial statements can be prepared on a going concern basis, the
directors considered all factors likely to affect its future performance and its financial position, including uncertainties
relating to cash flows, liquidity position and its trading activities. The key factors considered by the directors were the
financial stability of the ultimate holding company, American Axle & Manufacturing Holdings, Inc, the implications
of the economic environment, the credit risks associated with the company’s trade and the potential actions that could
be taken in the event that revenues are worse than expected.

After making enquiries, the directors have a reasonable expectation that the company has adequate resources to’
continue in operational existence for the foreseeable future. Accordmgly, they continue to adopt the going concern
basis in preparing the financial statements.

PRINCIPAL RISKS AND UNCERTAINTIES, FUTURE DEVELOPMENTS AND FINANCIAL RISK
MANAGEMENT

Principal risks and uncertainties, financial risk management policy and future developments are included within the
strategic report. :

Auditor '
~ Each of the persons who are a director at the date of appioval of this report confirms that:

e so far as the director is aware, there is no relevant audit information of which the Company's auditor is unaware; and

e The director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself
aware of any relevant audit information and to establish that the Company's auditor is aware of that information.

* The Company, as a qualifying entity, has taken advantage of the disclosure exemptions in FRS 102 paragraph 1.12. The
Company’s shareholder/s have been notified in writing about the intention to take advantage of the disclosure
exemptions and no objections have been reeelved

'Deloitte LLP have been deemed re-appointed under section 487 of the 2006 Act.
Approved by the board and sxgned on its behalfby:

Keith Eagle
Director

28" September 2018



Metaldyne International (UK) Limited ‘ , , .

The directors are responsible for preparing the Annual Report and the fmanmal statements in accordance with
appllcable 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 (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 preparing these financial statements, the directors are required to: .
e select suitable accounting policies and then apply them consistehtly;
e  make judgements and accounting estimates that are reasonable and prudent;

& state whether apphcable 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 basns un]ess it is 1nappropr1ate to presume that the
Company will continue in business. .

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
" for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

The directors are résponsible for the maintenance and integrity of the corporate and financial information included on
the Company’s ‘website. Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.



Independent auditor’s report to the members of -
Metaldyne International (UK) Limited

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Metaldyne International (UK) Limited (the ‘company’):

e . give a true and fair view of the state of the company s affairs as at 31 December 2017 and of its profit for
the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 102 “The Financial Reportmg Standard applicable in the UK and
Republic of Ireland”; and

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

We have audited the financial statements which comprise:

the profit and loss account;

the statement of comprehensive income;
the balance sheet;

the statement of changes in equity; and
the related notes 1 to 20.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland” (United ngdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable '
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of
the financial statements section of our report. :

We are independent of the company in accordance with the ethical requirements that are relevant.to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s”) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. :

Conclusions relating to going concern
We are required by ISAs a}K) to report in respect of the following matters where:

‘e the directors’ use of the going concern basis of accountmg in preparatlon of the financial statements is not
appropriate; or

o the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue. '

We have nothing to report in respect of these matters.



Independent auditor’s report to the members of
Metaldyne International (UK) Limited (continued)

Other information

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.

In connection wnth our audit of the financial statements, our responsibility is to read the other mformatlon and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required to report
that fact.

We have nothing to report in respect of these matters.

Responsnbllities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsnb]e 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 preparatlon of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the fmanc1a1 statements, the directors are responsible for assessing the company’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have-no.realistic
alternative but to do so. : :

Auditor’s responsibilities for the audit of the financial stétements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
-are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website
at: www.fic.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

" Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undei'taken in the course of the audit:

o the information given in the strategic report and the directors’ report for the financial.year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance with applicable legal

" requirements, .

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



Independent auditor’s report to the members of
Metaldyne International (UK) Limited (continued)

Matters on which we are required to report by exception
Under the Companies Act 2006 we are reduired to report in respect of the following matters if, in our opinion:

- adequate accounting records have not been kept, or returns adequate for our aud1t have not been received
_ from branches not visited by us; or
e 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
e we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report

_ This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the

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 ]
members as a body, for our audit work for this report, or for the opmlons we have formed.

\

David Johnson B.A., F.C.A. (Senior Statutory Auditor)
for and on behalf of Deloitte LLP
Statutory Auditor
‘Leeds, United Kingdom
1% September 2018



Metaldyne International (UK) Ltd.

Profit and loss account .
For The Year Ended 31 December 2017

Note

Turnover : - ) 2
Cost of sales '
Gross profit
Distribution costs
Administrative expenses
‘Operating profit

" Finance costs (net) ~ : ' 3
Profit before taxation 4

Tax on profit . . 8

Profit for the financial year attributable to the equity
shareholders of the Company

- Statement of comprehensive income
For The Year Ended 31 December 2017

Profit for the financial year

Remeasurement of net defined benefit liability
Tax relating to components of other comprehensive
- income/(expense)

" Other comprehensive income/(expense)

Total comprehensive income attributable to equity
shareholders of the Company

2017 2016
£ £

33,995,168 28,519,725
(26,392,703) (22,173,102)

. 7,602,465 6,346,623

(275452)  (190,811)
(2,775,327) (2,547,167)

4,551,686 3,608,645

(324,879)  (191,987)

4,226,807 . 3,416,658
(856,846)  (707,830)

© 3,369,961 2,708,828

2017 2016
£ £

- 3,369,961 2,708,828

32,000 (2,307,000)

“(5,440) 392,190

26,560 (1,914,810)

3396521 794,018

Items of comprehensive income/expenditure will not subsequently be recycled into the profit and loss account.



Metaldyne International (UK) Ltd

Balance sheet
For The Year Ended 31 December 2017

Fixed assets _
Intangible assets N
Tangible assets i ’

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assets
Total assets less current liabilities

Creditors: amounts falling due after more than one year

(Pension Liability) .
Provisions for liabilities I

Net assets
Capital and reserves
Called-up share capital

Share premium account
Profit and loss account

Shareholders’ funds

Note

11
12

13

17

14

15

2017 2016
£ £
161,619

5,215,968 4,389,358

5,215,968 4,550,977

2,727,635 3,042,393
16,460,745 16,313,081

- 4,900,249 2,423211

24,088,629 26,329,662
(10,915,842) (10,958,989)

13,172,787 10,819,696

18,388,755 , 15,370,673 -

. (1,869,000) (2,274,000)

(150,561)  (124,000)

16,369,194 12,972,673

6,662,787 6,662,787
999205 . 999,205
8,707,202 5,310,681

16,369,194 12,972,673

The financial statements of Metaldyne International (UK) Ltd (registered number 03384705) were approved by the. -
board of directors and authorised for issue on 28" September 2018. They were signed on its behalf by:

Keith Eagle
Director



Metaldyne International (UK) Ltd

Statement of changes in equity R

For The Year Ended 31 December 20.1 7

Balance at 1 January 2016

Profit for the financial year .

Othér comprehensive expense

Total comprehensive income for the year

Deferred tax timing differences

Balance at 31 December 2016

Balance at 1 January 2017
Profit for the financial year
Other comprehensive income

Total comprehensive income for the year

Balance at 31 December 2017

Called-

8,707,202,

Share  Profit and loss "Total
up share premium account shareholder’s
capital’ account equity
£ £ £ £
6,662,787 999,20'\5 4,520,613 12,182,605
- . - 2,708,828 . 2,708,828
- - (1,914,810) (1,914,810)
- - 794,018 794,018
- - (3,950) (3,950) -
" 6,662,787, 999,205 5,310,681 12,972,673
Called- . Shdre  Profit and loss Total
up share premium account’ shar‘eholder’s
capital account equity
£ £ £ £
.6,662,787 999,205 5,310,681 12,972,673.
- - - 3,369,961 3,369,961
- - 26,560 26,560
- - 3,396,521 3,396,521
6,662,787 999,205 16,369,194

10



Metaldyne International (UK) Ltd

Notes to the financial statements (éontinued)
For The Year Ended 31 December 2017 -

1. Accounting policies

The principal accounting policies are summarised below. They have all been aﬁplied consistently throughout the yeat
and to the preceding year. .

Metaldyne International (UK) Limited (the “Company”) is a company limited by shares and mcorporated and domiciled
in the UK (England and Wales).

These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102”) as issued -in August 2014. The
presentation currency of these financial statements is sterling which is also the functional currency of the Company. -

As the consolidated financial statements of American Axle & Manufacturing Holdings, Inc include the equivalent
disclosures, the Company has also taken the exemptlons under FRS 102 available ‘in respect of the following
disclosures:

The disclosures required by FRS 102.11 Basic F inancial Instruments and FRS 102.12 Other Financial Instrument
Issues in respect of financial instruments not falling within the fair value accounting rules of Paragraph 36(4) of
Schedule 1.

The Company’s ultimate parent undertaking,.includes the Company in its consolidated financial statements. The
consolidated financial statements of American Axle & Manufacturing Holdings Inc. are prepared in accordance with
International Financial Reporting Standards as adopted by the EU and are available to the public from the registered
office as stated in note 20. In these financial statements, the company is considered to be a qualifying entity (for the
purposes of this FRS) and has applied the exemptions available under FRS 102 in respect of the following disclosures:

Cash Flow Statement and related notes; and

Key Management Personnel compensation.

The accounting policies set out below have, unless otherwme stated, been applied consistently to all periods presented
in these financial statements.

Measurement convention
The financial statements are prepared on the historical cost basis.

Going concern

In determining whether the Company’s 2017 financial statements can be prepared on a going concern basis, the directors
considered all factors likely to affect its future performance and its financial position, including uncertainties relating
to cash flows, liquidity position and its trading activities. The key factors considered by the directors were the financial
stability of the ultimate holding company, American Axle & Manufacturing Holdings, Inc, the implications of the
. economic environment, the credit risks associated with the Company’s trade and the potential actions that could be
taken in the event that revenues are worse than expected.

After making enquiries, the directors have a reasonable expectation that the company has adequate resources to continue
in operational existence for the foreseeable future. Accordingly, they continue to adopt the gomg concern basxs in
preparing the financial statements.

11



Metaldyne International (UK) Ltd

Notes to-the financial statements (continued)
For The Year Ended 31 December 2017

1. Accounting policies (continued)
Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange.
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated '
at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined. Foreign exchange differences arising on translation are recognised in the profit and loss account.

Basic financial instruments
Trade and other debtors / creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial recognition
they are measured at amortised cost using the effective interest method, less any impairment losses in the case of trade
debtors. If the arrangement constitutes a financing transaction, for example if payment is deferred beyond normal-
business terms, then it is measured at the present value of future payments discounted at a market rate of instrument for
a similar debt instrument.

Debt factoring arrangements

Trade debts sold to a debt factor under a recourse financing arrangement are recorded within trade debtors with the
balance due to the factor shown within creditors. Payments in transit to the debt factoring company are recognised as
a reduction in the amounts owed to the debt factoring company equivalent to the proportion factored, with the
remaining proportion recognised as amounts owed by the debt factoring company/business under the terms of the
agreement. '

Interest-bearing borrowings classif ed as basic financial instruments

Interest-bearing borrowings are recognised initially at the present value of future payments discounted at a market rate
of interest. Subsequent to initial recognition, interest-bearing borrowings are stated at amortlsed cost using the effective
interest method, less any 1mpa1rment losses.

Tangible fixed assets
Tangible fixed assets are stated at cost less accumul'ated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items of
tangible fixed assets, for example land is treated separately from buildings.

~ Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. All other leases are classified as operating leases.

- The company assesses at each reporting date whether tangible fixed assets are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each part
of an item of tangible fixed assets. Land and assets in the course of construction are not depreciated. The estimated
useful lives are as follows:

Freehold buildings © 5% per annum

Plant and equipment 10% - 25% per annum
Fixtures and fittings 10% per annum
Computer equipment 25% - 33% per annum

12



Metaldyne International (UK) Ltd . ,

Notes to the financial statements (contihued)
For The Year Ended 31 December 2017

" 1. A.ccounting policies (continued)
Tangible fixed assets (continued)

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a signiﬁcani change
since last annual reportmg date in the pattern by which the company expects to consume an asset’s future economic
benefits.

Intangible assets, goodwill and negative goodwill

Goodwill

Goodwill is stated at cost less any accumulated amortisation and accumulated impairment losses. Goodwill is
allocated to cash-generating units or group of cash-generating units that are expected to benefit from the synergies of
the business combination from which it arose.

' Researeh and development

Research and development expenditure is charged to the profit and loss account in the period in which it is incurred.

Other intangible assets

Other intangible assets that are acquired by the Company are stated at cost less accumulated amortisation and less
accumulated impairment losses. :

The cost of intangible asset acquired in a business combination are capitalised separately from goodwill if the fair value
can be measured reliably at the acquisition date.

Amortisation

Amortisation is charged to the profit or loss on a straight-line basis over the estimated useful lives of intangible
assets. Intangible assets are amortised from the date they are available for use. The estimated useful lives are as
follows:

Goodwill 5% per annum
. Patents and licenses  5-10% per annum

Goodwill is amortised on a straight line basis over its useful life.’ GOOdWI" has no residual value The finite useful
‘life of goodwill is estimated to be 20 years.

The company reviews the amortisation period and method when events and circumstarices indicate that the useful life
may have changed since the last reportmg date.

Goodwill and other intangible assets are tested for impairment in accordance with Sectlon 27 Impairment of assets
when there is an indication that goodwill or an intangible asset may be impaired.

Research and development

Research and development expénditure is charged to the profit and loss account in the period in which it is incurred.



Metaldyne International (UK) Ltd

Notes to the financial statements (continued)
For The Year Ended 31 December 2017

1. Accounting policies (continued)
Stocks

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost is based on the
weighted average principle and includes expenditure incurred in acquiring the stocks, production or conversion costs
and other costs in bringing them to their existing location and condition. In the case of manufactured stocks and work
in progress, cost includes an appropriate share of overheads based on fiormal operating capacity.

Impairment excluding stocks and deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on the estimated
future cash flows of that asset that can be estimated reliably.

‘

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its
" carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective -
interest rate. For financial instruments measured at cost less impairment an impairment is calculated as the difference
between its carrying amount and the best estimate of the amount that the Company would receive for the asset'if it were
to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the unwinding of the
discount. Impairment losses are recognised in profit or loss. When a subsequent event causes the amount of impairment
loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than stocks and deferred tax assets, are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated. The recoverable amount of an asset or cash-generating unit is the greater of its
value in use and its fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are
grouped together into the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”). The goodwill acquired
in a business combination, for the purpose of impairment testing is allocated to cash-generating units, or (“CGU”) that
are expected to benefit from the synergies of the combination. For the purpose of goodwill impairment testing, if
goodwill cannot be allocated to individual CGUs or groups of CGUs on a non-arbitrary basis, the impairment of
goodwill is determined using the recoverable amount of the acquired entity in its entirety, or if it has been integrated
then the entire entity into which it has been integrated.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis. .

An impairment loss is reversed if and only if the reasons for the impairment have creased to apply.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised.
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-Metaldyne International (UK). Ltd

Notes to the financial statem{entsi (continued)
For The Year Ended 31 Decémber 2017

1. Accounting policies (continued)
Employee benefits

Defined Contribution Scheme in Accounting Policies

For defined contribution schemes the amount charged to the profit and loss account in respect of pension costs and
other retirement benefits is the contribution payable in the year. Differences between contributions payable in the year
and contributions actually paid are shown as either accruals or prepayments in the balance sheet.

Deﬁned benefit pl&ns

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company’s net
obligation in respect of defined benefit plans [and other long term employee benefits] is calculated [separately for each
plan] by estimating the amount of future benefit that employees have earned in return for their service in the current .
and prior periods; that benefit is discounted to determine its present value. The fair value of any plan assets is deducted.
The Company determines the net interest expense (income) on thie net defined benefit liability (asset) for the period by
applying the discount rate as determined at the beginning of the annual period to the net defined benefit liability (asset)
taking account of changes arising as a result of contributions and benefit payments.

The discount rate is the yield at the balance sheet date on AA credit rated bonds denominated in the currency of, and
having maturity dates approximating to the terms of the Company’s obligations. A valuation is performed annually by -
the a qualified actuary using the projected unit credit method. ‘The Company recognises net defined benefit plan assets
to the extent that it is able to recover the surplus elther through reduced contributions in the future or through refunds
from the plan.

Changes in the net defined benefit liability arising from employee service rendered during the period, net interest on
net defined benefit liability, and the cost of plan introductions, benefit changes, curtailments and settlements during the
period are recognised in profit or loss. ‘

Remeasurement of the net defined benefit liability/asset is recogmsed in other comprehensive income in the period in
which it occurs.

Expenses
Operating lease

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and loss
account on a straight-line basis over the term of the lease unless the payments to the lessor are structured to increase in
line with expected general inflation; in which case the payments related to the structured increases are recognised as
incurred. Lease incentives received are recognised in profit and loss over the term of the lease as an integral part of the
total lease expense. :

Interest receivable and Interest payable

Interest payable and. similar charges mclude interest payable, ﬁnance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on provisions,
and net foreign exchange ]osses that are recognised in the profit and loss account (see foreign currency accountmg

policy).

Other interest recelvab]e and snmllar income include interest receivable on funds invested and net forelgn exchange
gains. :

Interest income and interest payable are recognised in profit or loss as they accrue, using the effective interest method.
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Metaldyne International (UK) Ltd

'Notes to the financial statements (continued)
For The Year Ended 31 December 2017 ' ' ‘

1. Accounting policies (continued)
Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss account
except to the extent that it relates to items recognised directly in equity or other comprehensive income, in which case
it is recognised diréctly in equity or other comprehensive income. :

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on'timing differences which arise from the inclusion of income and expenses in tax assessments
in periods different from those in which they are recognised in the financial statements. The following timing differences
are not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and
when all conditions for retaining the tax allowancés have been met. Deferred tax is not recognised on permanent
differences arising because certain types of income or expense are non-taxable or are disallowable for tax or because
certam tax charges or allowances are greater or smaller than the corresponding income or expense. N

Deferred tax is provided in respect of the additional tax that will be paid or avoided on differences between the amount
at which an asset (other than goodwill) or liability is recognised in a business combination and the corresponding amount
that can be deducted or assessed for tax. Goodwill is adjusted by the amount of such deferred tax. :

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits.

Revenue recognition

Typically revenues are considered to have been earned when Metaldyne has produced the goods and has delivered the
goods to its customer. Revenue generally is not recognised until an exchange has taken place, which is usually
evidenced through the physical delivery of a product from Metaldyne to the customer and the title and risk and
rewards of ownership have transferred to the customer. '

In making its judgement, management considered the detailed criteria for the recognition of revenue from the sale of
goods set out in FRS 102 Section 23 Revenue and, in particular, whether the Company had transferred to the buyer

the significant risks and rewards of ownership of the goods. Following the detailed quantification of the Company’s
liability in respect of rectification work, and the agreed limitation on the customer’s ability to require further work or
to require replacement of the goods, the directors are satisfied that the significant risks and rewards have been
transferred and that recognition of the revenue in the current year is appropnate in conjunction with recogmtlon of an
appropriate provision for the rectification costs. : '

Critical Accounting Judgements and Key Source of estimation uncertainty

In the application of the Company accounting policies which are described above, the directors are required to make
judgements (other than those involving estimations) that have significant impact on the amounts recognised and to
make estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and assumptions are based on historical experience and other factors that are considered
to be relevant. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised if
the revision affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods.

There are no significant critical accounting judgements or key source of estimation uncertainty that the directors have
made in the process of applying the Company’s accounting policies and that have a significant effect on the amounts
recogmsed in the financial statements.
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_Metaldyne International (UK) Ltd

Notes to the financial statements '(contihued)
"For The Year Ended 31 December 2017

2. Turnover and revenue

An analysis of the ‘Company’s turnover by geographical market is set out below.

Turnover:
Geographical market Europe
Geographical market USA

. Geographical market Asia
Geographical market Other

An analysis of the Company’s revenue is as follows:

‘Sale of goods
Royalties

Turnover .

Total revenue

2016

2017
£ £
23.432,639 21,417,700
6,229,097 4,700,600
3,590,122 2,340,200
743310 61,225
33,995,168 28,519,725
2017 2016

£ £
33,995,168 28,519,725
4,197 3,400
33,999,365 28,523,125
33,999.365 28,523,125
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Metaldyne International iUK) Ltd

Notes to the financial statements (continued)

For The Year Ended 31 December 2017

3. Finance costs (net) -

Factoring charges

Bank charges .

Interest expense

Other finance income and expense

; .

Bank interest (expense) / income

Bank Interest

Interest payable and similar charges

Pension scheme income and expense

Net exchange loss on foreign currency borrowings less deposits

4, Profit before taxation

Profit before taxation is stated after charging/(cre'diti‘ng):

Depreciation of tangible fixed assets (note 10)
Amortisation of intangible assets (note 9)
Research and development

Operating lease rentals

Foreign exchange gain

Cost of stock recognised as an expense

Loss on disposal of fixed assets

2017 2016
£ £
(135231)  (119251)
(29.631)  (19.564)
(76381)  (59,400)
; (937)
(241243)  (199,152)
2017 2016
£ £
21,636) 15,039
21,636) 15,039
2017 2016 .
N
(62,000  (7,000).
: (874)
(324.879)  (191,987)
2017 2016
£ £
953,296 947,032
161619 © 161,340
87.866 §1.957
41,645 41,645

(875,174) (1,105,291)

26,392,703 22,173,102

4,337
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Metaldyne International (UK) Ltd

¥

Notes to the financial statements (continued)
For The Year Ended 31 December 2017

5. Auditor’s remuneration

Fees payable to Deloitte LLP.for the audit of the Company’s annual financial sta‘teme.nts were £25,820. (2016: £25,3 15).

- 6. Staff numbers and costs .

The average mbnthly number of employees (including executive directors) was:

2017 2016
. Number "Number
Production ' - . 70 68
Administration : - .34 33
104 101

Their aggregate remuneration comprised: - .
2017 2016
_ £ £
Wages and salaries 3,695,242 3;318,022
Social security costs - - . 329,310 309,577
Other pension costs , 139,496 . 134,689
4,165,048 3,762,288

'Other pension costs' includes only those items included within eperating costs. Items repofted elsewhere have been

excluded.
7. Directors’ remuneration and transactions
2017 2016
£°000 £000
ADirectors ’ remuneration
Emoluments - _ 172 164
172 164-
2017 2016
. Number Number
The number of directors who:
Are members of a defined benefit pension scheme , 2 3

The directors did not exercise any share options in the current or previous year.
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Metaldyne International (UK) Ltd

Notes to the financial statements (continued) |

For The Year Ended 31 December 2017

8. Tax on prdﬁt

The tax charge comprises:

Current tax on profit

UK corporation tax

Adjustments in respect of prior years

Total current tax

D(eferred tax A ;
Origination and reversal of timing differences
Adjustments in respect of prior periods

Total deferred tax

Total tax on profit

2017. 2016
£ £

756296 637,935
10,579 . 31,206

766,875 669,141

81,019 58,725
8,952 (20,036),

89,971 38,689

856,846 707,830

The average standard rate of tax applied to réported profit is 19.25 per cent (2016: 20.00 per cent). The applicable tax

rate has changed following the substantive enactment of the Finance Act 2016.

There is no expiry date on timing differences, unused tax losses or tax credits.

The difference between the total tax charge shown above and the amount calculated by applying the 5verage standard

rate of UK corporation tax to the profit before tax is as follows:

Profit before tax

Tax on profit at average standard UK corporation tax rate of
19.25 per cent (2016: 20.00 per cent)

Effects of: ,

- Expenses not deductible for tax purposes

- Rate change -

- Adjustments to tax charge in respect of previous periods

Total tax charge for year

2017 - 2016
- £ £

4,226,807 3,416,658

813,660 683,332

34,377 33,076
(10,722)  (19,748)

19,531 11,170

856,846 707,830

20



Metaldyne International (UK) Ltd

| Notes to the financial statements (continued)

For The Year Ended 31 December 2017

9, Intangible fixed assets (Goodwill)

Cost
At 1 January and at 31 December

Amortisation
At 1 January
Charge for the year

As at 31 December

Net book value
At 31 December

10. - Tangible fixed assets

Cost .
'At 1 January 2017 (Land £125,000)
Additions
Disposals
Transfers

At 31 December 2017 (Land £125,000)

Depreciation

At 1 January 2017

Charge for the year
Disposals ‘

At 31 December 2017

Net book value
At 31 December 2017

At 31 December 2016

- 2017 2016

£ £

3,013,575 3,013,575

2,851,956 2,690,616

161,619 161,340

3,013,575 2,851,956

- 161,619

" Freehold assets in the

Land and  Plant and course of ,

Buildings machinery construction Total

£ £ ’ £ £
1,077,866 11,223,177 1,116,826 13,417,869 .

164,499 288,050 1,327,357. 1,779,906

- (9,240) - (9,240)

9,270 1,107,556 (1,116,826) -

1,;251,635 12,609,543 ' 1,327,357 15,188,535

643,072 8,385,439 - 9,028,511

77,931 875,365 - 953,296

- (9,240) - (9,240)
721,003 9,251,564 - 9,972,567

530,632 3,357,979 1,327,357 4 5,215,968
4‘34',794 2,837,738 1,116,826 4,389,358
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Metaldyne International (UK) Ltd

Notes to the fihancial statements (continued)
For The Year Ended 31 December 2017

11.  Stocks

2017

£

Raw materials and consumables ' 1,388,347

Work in progress , 581,973
Finished goods and goods for resale ' . ' 757,315

2,727,635

2016
£

1,677,234
651,414
713,745

3,042,393

In the opinion of the directors there is no difference between the book value of stocks and their replacement cost.

12. ~ Debtors

2017
: £
Amounts falling due within one year:
Trade debtors " 6,200,964
Amounts owed by fellow group companies — Trade ' ‘ . 67,450
Amounts owed by fellow group companies 9,205,076
Other debtors 304,655
Prepayments and accrued income . ' 364,870
Deferred tax asset (Note 14) : ’ 317,730
16,460,745

2016

5,232,219
284,257
9,945,924
289,055
175,046
386,580

16,313,081

Trade Debtors has been factored under a non-recourse debt factoring agreement with HSBC Invoice Finance ﬂJK)

Limited.

13.  Creditors: amounts falling due within one year

2017 2016 -

£ £
Amount owed to recourse debt factor : 5,079,732 4,170,714
Trade creditors : © 3,720,536 4,786,625
Amounts owed to fellow group companies o ‘ 940,023 1,177,783
Corporation tax ‘ : T 289,219 185,451
Other taxation and social securlty . . 86,420 83,639
Other creditors : ' 266,882 197,650
Accruals and deferred income ' o 4 533,031 - 357,127

10,915,842

10,958,989

Intercompany trade debtors and creditors are payable within 10 days following month of invoice. All other balances

.owed to/by group undertakings have no fixed repayment date, are interest free and unsecured.
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Metaldyne International (UK) Ltd

Notes to thé fihancial statements (conﬁnued)
For The Year Ended 31 December 2017

14.  Provisions for liabilities

© . At 1 January 2017

Movement in year

- At 31 December 2017

-

Total deferred tax is recognised as follows:

Accelerated cap1ta1 allowances -
Defined benefit pension scheme (Note 12)
Other timing differences

Net deferred tax

Deferred

taxation

£

124,000

26,561

150,561

2017 2016
£ £
152,545 125,893
(317,730)  (386,580)
(1,984) (1,893)
(167,169)  (262,580) -

Deferred tax assets and liabilities are offset only where the Company has a legally enforceable right to do so and
where the assets and liabilities relate-to income taxes levied by the same taxation authorlty on the same taxable entlty

or another entity within.the Company.

15.  Called-up share capital and reserves

Allotted, called-up and fully-paid
6,662,787 ordinary shares of £1 each

16. . Financial commitments

. Capital commitments are as follows:

Contracted for but not provided for

2017 2016
£ £
6,662,787 6,662,787
2017 2016
£ £
428,153 721,886
428,153 . 721,886
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- Metaldyne International (UK) Ltd

Notes to the financial statéments (continued)
For The Year Ended 31 December 2017

-16.  Financial Commitments (continued)

Total future minimum lease payments under non-cancellable operating leases are as follows:

2017 2016

£ R

- within one year 38,229 40,698
- between one and five years 40,462 78,691

- after five years i -

" 17.  Employee benefits

Defined contribution schemes

The Company operates defined contribution retirement benefit schemes for all qualifying employees of Metaldyne
International (UK) Ltd. The total expense charged to profit or loss in the year ended 31 December 2017 was £139,496

(2016: £134,689).
Defined benefit schemes

The Company operates a defined benefit pension scheme which is subject to triennial valuations. The last full
valuation was carried out on 31 December 2016. The latest full valuation was adopted for FRS102 purposes to 31
December 2017 by a qualified independent actuary.

The scheme was closed to future accrual 'on 30 June 2010.

The company has made contributions of £435, 000 (2016: £435,000) during the year to the pensmns scheme in line
with a deficit reduction plan. :

Net pension liability
2017 2016
£000 © £000
Plan assets o 20,458 19,849
Defined benefit obligation S - (22,327) (22,123)
Net pension liability . ( 1,869) (2,274)
" Movements in fair-value of plan assets : :
: 2017 © 2016
£000 £000
At begmmng of year . ' 19,849 17,459
Expected return on plan assets interest income - ' 528 69
Actuarial gains o 524 1,861
Contributions by employer ' ' P 435 435
Benefits paid (878) (575)
At end of year S 20,458 19,849

24



' Metaldyne International (UK) Ltd

Notes to the financial's_tatements (continued)
For The Year Ended 31 December 2017

17.  Employee benefits (continued)

Movements in present value of defined benefit obligation
AN

Al

At beginning of year
Interest cost
Actuarial losses
Benefits paid -

At end of year

* Expense recognised in the profit and loss account

Interest on defined benefit pension plan obligation
Expected return on defined benefit pension plan assets

Total
The fair values of the plan assets and the return on those assets were as follows:

Expected long-term
return on assets

Cash 0.25%

APS Matching Fund ' ‘ 2.60%
Diversified Growth . . 4.85%

Total market value of assets

2017 2016
£000 £000

© 22,123 17,854

590 676
492 4,168
(878) (575)

22,327 22,123
2017 2016
£000 £°000
590 676
(528) (669)
62 7
2017 2016
Value Value
© £000 £000
" 408 166
4,756 4,633
15,294 15,050
20,458 19,849

The main assumptions in valuing the pension scheme’s liabilities on an FRS102 basis at 31 December (and 2016 for

comparison) are as follows:

Discount rate : .
Inflation rate '
-Pensions increase .

Expected return on plan assets

Salary increases

2017
2.50%
3.25%
3.10%

N/A

N/A -

2016
2.70%
3.30%
3.15%

N/A
N/A
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Metaldyne International (UK) Ltd

Notes to the financial statements (continued)
For The Year Ended 31 December.2017

17. Employee benefits (eontinued)

- The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial assumptions
which, due to the timescale covered, may not necessarily be borne out in practice. In valuing the liabilities of the
pension fund at-£22,327k, mortality assumptions have been made as indicated below. The assumptions relating to
longevity underlying the pension liabilities at the balance sheet date are based on standard actuarial mortality tables
and include an allowance for future improvements in longevity. The assumptions are equivalent to expectmg a65-
year old to live for a number of years as follows:

Current pensioner aged 65: 21.8 years (male), 23.8 years (female)

18.  Related party transaction

As a wholly owned sub.sidiary of Metaldyne GmbH, the Company has.taken advantage of the exembtions contained
in paragraph 1.12 of FRS 102 “Related Party Disclosures” and has not disclosed transactions with other group
companies. . .

19.  Contingent liabilities

The company has none at year end.

20. Ultimate Parent Undertaking

The immediate parent undertaking of the Company is Metaldyne Gmbh, a company registered in Germany. Its
registration address is Buchenwaldstr. 2, 77736  Zell a.H., Deutschland and its registration number is HRB 480404

Consolidated financial statements are prepared by the Company’s Ultimate parent company is American Axle &
Manufacturing Holdings, Inc which is registered in U.S.A, Its registered office address is One Dauch Drive, Detroit,
Michigan and the registration number is 000106223 1, These are the smallest and largest Group mto wh1ch these
financial statements are consolidated.
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