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NH Foods U.K. Limited
Strategic report

The directors; in preparing this Strategic report, have complied with s414C of the Companies Act 2006'.

Business review and principal activities

The company is a wholly-owned subsidiary of NH Foods Ltd., a company incorporated in Japan. The company’s
principal activities are to buy and sell meat cuts largely on behalf of the parent company, NH Foods Ltd. There have
been no significant changes in the company’s principal activities in the year under review. The directors are not aware,
at the date of this report, of any likely major changes in the company’s activities in the next year.

As shown in the company’s statement of comprehensive income on page 9, the company’s revenue has increased by
9.78% over the prior year, and profit after tax has increased by 321.86% to profit after tax for 2018/19 of ¥111,758,000
(2017/18: loss after tax of ¥50,373,000). The significant growth in profit is largély due to the recovery of pork market
conditions.

The pork purchase price varies due to the weather and other natural phenomena as well as political and economic
factors. Compared to the year 2017/18, pork market conditions were favourable to the company for the year 2018/19.
The purchase prices in European market were relatively low, On the other hand, in Japan where our main customers
are located, the pork sales price cannot easily be changed due to the pork gate price tariff system. This has resulted in
an increase in the gross profit margin of pork salcs from 1.99% in the year 2017/18 to 2.59% in the year 2018/19.

The company uses gross profit margin as a key performance indicator. The basis of the calculation is gross profit as a
percentage of revenue as shown on page 9 of these financial statements. The result this year is 2.83% (2018: 1.83%),
which has increased in comparison to the prior year.

The quantity of pork sales also increased by 15.24% from the previous year, which has contributed to the significant
recovery of the company’s revenue. The increase of quantity is mainly due to strong demand from Japan. A newly
started semi-processed meat product for the Japanese market has also supported the incrcase. Our branded pork “Doitsu-
Buta™ and “Dolce Porco” are now firmly established. We also started to introduce a Spanish brand to our Japanese
customers. We consider the stable pork sales to Japan is a crucial aspect to foresee our future business prospects, We
expect those existing and new products and projects will continue to contribute to our sales and profits in the future.

Furthermore, we keep working to develop business and expand in the European consumer market. We import processed
foods from our fellow group companics in Asia, and are trying to sell these all over Europe. We have also started to
develop OEM (Original Equipment Manufacturer) products in cooperation with European food processing companies
to sell in Europe. Those products are now sold in oriental food grocery stores and at some big local events. Although
the market is still small and very limited, the sales are increasing gradually. We will keep trying to expand our sales
channels.

The company continues to promote its business with Asian third party companies, although profit margins for this
business are considerably lower and sales quantities remain low compared to the business with group companies in
Japan. However, because the Japanese market and the business with Japanese group companies is mature, we need to
find a space for further expansion. The company believes that the development of Asian business in cooperation with
other Asian group companies could make a significant contribution to future sales and profits, and could form an
important part of the group’s overseas business strategy.

The balance sheet on page 10 of the financial statements shows that the company’s financial position at the year-end
is, in respect of net assets, an improvement on the prior year.

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



NH Foods U.K. Limited

Strategic fepOrt (continued)

Future prospects

The company will aim to increase its present business activities and to expand business volume in future years.

Regarding pork trading, the company anticipates that the tough market situation will not change significantly in the

near future. However, spreading the two established brands in Japan would guarantee the company stable sales and .
profit. [n addition to those established brands, we are going to introduce other European brands to meet various

demands and tastes of the market. We believe that European suppliers and their products have original and unique

value, and are recognised highly in the market. They have great potential to be widely accepted. We also expect further

growth of sales of semi-processed pork product with a fellow group company in Japan. In addition to our main business

of exporting pork, we intend to expand into the éxport sales of fish and other meats such as chicken, beef and others.

Furthermore, in the business targeting European Consumer Markets, our products-are gradually acquiring popularity.
The products imported from our fellow group companies in Asia used to be sold only in oriental foods markets, however
now they have been taken up by more general foods markets such as local pubs and restaurants. Although we still need
to conduct detailed market research to determine how best to adjust to fit into the various European markets, we
recognise that this is a good sign of opportunities for'future expansion.

The company is also seeking new opportunities in food related businesses with other member companies of the NH
Foods group and other non-group companies in Asia.

Principal risks and uncertainties

The directors consider there to be minimal risk with respect to price as the contracted purchase price and sales price are
agreed simultaneously and normally in the same currency. The risk for the minority of contracts which are arranged in
different currencies is dependent on exchange rate fluctuations, which is avoided by 100% hedging of the contract price.

The directors consider there to be minimal risk with respect to credit, as company policy is only to agree contracts with
group companies, or other companies with high credit ratings, or to arrange contracts on letter of credit terms.

The directors consider there to be minimal risk regatding liquidity as little inventory is held by the company and funds
are held in current accounts. Hence, all current assets are considered to be liquid. The directors ensure that reserves
exceed annual expenses, or that adequate overdraft facilities or other loans are arranged to cover liabilities.

The directors consider the risk over cash flow to be currently low. Payment terms are generally advantageous to the
company. The due date for the purchase invoices from our suppliers usually falls after the receipt of money from our
customers. It is ensured that a positive cash flow is maintained by operating credit control processes that keep receipts
o ahead of paymeits. For all contracts, receipts are monitored against invoice and any systematic failure to adhere to
agreed terrhs is hénce identified.

As for Brexit, there is not expected to be a material impact on the company. Our main customers are located in Asia
and goods are shipped directly from suppliers in Europe to customers in Asia, without the goods being physically
delivered to the company’s premises. Key management personnel is Japanese and no special impact has been expected
from Brexit. Consequently, the potential impact of Brexit for the business is considered as minimal.
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Approved by the Board of Directors
and signed on behalf of the Board

e

- v-. KMimura e e
Managing Director

27 June 2019



NH Foods U.K. Limited

Directors' report

The directors present their annual report and the audited financial statements for the year ended 31 March 2019. '

The directors inciude information on principal risks and uncertainties and future developmenls including financial risk
management, in the Strategic report which is required by regulations to be disclosed in the Direclors’ report as the
drrectors consider this information is of strategic importance to the company.

Going concern

As described in note 2 to the financial statements, the directors have a reasonable expectation that the company has
adequale resources to continue in operational existence for the foreseeable future. Accordingly, the financial statements
have been prepared on the going concern basis.

‘Dividends and transfers to reserves

No dividend is recommended by the directors (2018: ¥ nil). The profit afier tax for the year of ¥111,758,000 (2018:
loss of ¥50,373,000) has been transferred to reserves.

Directors

The current directors are shown on page 1. The directors who served throughout the year and up to the date of this
rcport (except as noted) were: '

K Mimura
H Fujii
All of the directors are Japanese nationals. None of the directors holds any shareholdings in the company.

Information to auditor
Each of he persons who is a director at the date of approval 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 ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the company s auditor is aware of that information.

: 'I‘hrs confirmation is given and should be interpreted in accordance with the provisions of s418 of the Compames Act
2006.

Auditor

Deloitte LLP have indicated their willingness to be reappointed. for another term and appropriate arrangements have
been put in place for them to be deemed reappointed as auditor in the absence of an Annual General Meeting.

Approved by the Board of Directors
and signed on behalf of the Board

K Mimura
Managing Director

”-/ Twre -?-6'//é



NH Foods U.K. Limited o

Directors' responsibilities statement

The directors are résponsible for preparing the Aninual Report and the financial statements in accordance with applicable
law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted-Accounting
Practice (United Kingdom Accounting Standaids and applicable law), including FRS 101 “Reduced Disclosure
Framework”. Under company law, the directors must not approve the financial statements unless they are satisfied that
they give a frue 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 consistently;
* make judgements and accounting estimates that are reasonable and prudent;

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
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. '



NH Foods U.K. Limited

Independent auditor’s report to the members of
NH Foods U.K. Limited

Opinion
In our opinion the financial statements of NH Foods U K. Limited (the ‘company’):
e giveatrueand fanr view of the state of the compariy’s affairs as at 31 March 2019 and of its profit for the year
then ended;
¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and
e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
¢ the statement of comprehensive income;
o (he balance sheet;
o the statement of changes in equity; and
s therelated notes | to 16.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (United Kingdom
Genérally Accepted Accounting Practice).

Basis for opinion

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

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

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:
o the directors’ use of the going concern basis of accounting in preparation of the financial statements is not
appropriate; or
e 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.

Other information

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or
apparent material misstatements, we are required to determine whether there is a material misstatément 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 dre réquired to report that fact.

We have nothing to report in respect of these matters.



NH Foods U.X. Limited

Independent auditor’s report to the members of
NH Foods U.K. Limited (continued)

Responsxbxhtnes of directors

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, and for such internal control as the
directors determine is necessary to enable the preparation of ﬁnancnal statements that are free from material
misstatement, whether due to fraud or error. .

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

Auditor’s responsibilities for the audit of the financial stateménts

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 &n 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.frc.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 undertaken in the course of the audit:
o the information given in the strategjc report and the directors’ report for the financial year-for which the
financial statements are prepared is consistent with the financial statements; and
o the strategic report and 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.
: . , . . )
Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the followmg matters if, in our opinion:
¢ adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

o 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 recelved all the information and explanations we requu'e for our audlt
iy g & P unuq-ﬁ"quf‘-%‘t iy v »

We have nothing to report in respect of these matters.



NH Foods U.K. Limited

Independent auditor’s report to the members of
NH Foods U.K. Limited (continued)

Use of our rcport :

"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
mntlers we arée requlrcd to state to them in an auditor’s report and for no other purpose “To the fuilest extent permitted by
law we do not ‘accept or assume responsvblhty to anyone other than'the company and the compaiy’s members as a
body, for our audit work, for this report; or for the opinions we have formed

Andrew Lowes (Scmor statutory audltor)
For and on behalf of Deloitte LLP
Statutory Auditor

‘London, United Kingdom

27 June 2019



NH Foods U.K. Limited

Statement of comprehensive income
For the year ended 31 March 2019

Revenue

Cost of sales

Gross profit
Administrative expenses
Operating profit/(loss)

Interest payable and similar charges
Foreign exchange (loss)/gain

Profit/(Loss) before taxation

Tax on profit/loss

Profit/(Loss) after taxation and total comprchensive

income/(loss)

Notes

Revenue and ‘operatirig loss are all derived from continuing operations,

2019 2018
¥000 ¥000
25,594,771 23,313,679
(24,869,990) (22,887,649)
724,781 426,030
(538,655) (527,712)
186,126 (101,682)
(135) 99
(47,841) 43,774
138,150 (58,003)
(26,392) 7,630
111,758

(50,373)

The company has no items of other comprehensive income in the period for which financial statements are presented.

As such, no separate statement of other comprehensive income is presented.



NH Foods U.K. Limited

Balance sheet

As at 31 March 2019
‘ 2019 2018
Notes ¥000 ¥000
Non-current assets A .
Property, plant and equipment 9 20,603 28,147
Deferred tax assets 8 3,030 7,906
. 23,633 36,053
Current assets . . ‘ -
Trade and other receivables ' 10 1,974,959 2,478,548
Inventories = - ' 33,948 33,249
Cash and bank balanccs ) 1,723,524 896,543
3,732,431 . 3,408,340
Total assets | 3756064 3,444393
Current liabilities
Trade and other payables 11 (1,643,944) (1,444,031)
(1643944)  (1444,031)
Net current assets o ‘ 2,088,587 l,,964,3‘,0‘9
Net assefs . 2,112,120 2,000,362
Equity - '
Share capital 12 78,366 78,366
Retained earnings 13 - 2,033,754 1,921,996

Equity atéributable to owngrs of the company. . . 2,012,120 2,000,362

These financial statements of NH Foods U.K. Limited, registered number 02016345, were approved by the Board of
Directors and authorised for issue on 27 June 2019,
Sig_néd on behalf of the Board of Dircctors

K Mimura

10



NH Foods U.K. Limited

Statement of changes in equity '
For the year ended 31 March 2019

Retained
Share capital earnings “Total
Balance at 1 April 2017 ¥'000 78,366 1,972,370 2,050,736
Loss for the year and total comprehensive loss ¥000 } (50,373) (50,373)
for the year - ‘

* Balance at 31 March 2018 . ¥000 78,'366' 1,921,996 2,000,362
?roﬁt for the year and total comprehensiv 000 ) 111,758 111,758
income for the year :

Balance at 31 March 2019 ¥000 - 2,033,754, 2,112,120

e - ey e e

78,366

Lk mn e o el wy
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NH Foods U.K. Limited

Notes to the tfinancial statements
For the year ended 31 March 2019

1.

General Information

NH Foods UK. Limited (the company) is a private company hmlted by shares incorporated in the United
ngdom under the Companies Act 2006 and is reglstered in England and Wales. The address of the reglstered
office is given on page 1. The nature of the company’s operations and its principal activities are set out in the
strategic report on pages 2 to 3.

These financial statements are presénted in yen which is the same currency as its functional currency that is the
currency of the primary economic environment in which the company operates.

The company meets the definition of a qualifying entity under Financial Reporting Standard 100 Application of
Financial Reporting Requirements issued by the Financial Reporting Council. The company has applied
Financial Reporting Standard 101 ‘Reduced Dlsclosure Framework’ (FRS 101) issued by the Financial
Reporting Council (FRC).

The financial statements are prepared in accordance with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepled Accounting Practice). The particular accounting policies
adopted are described below in note 2.

Adoption of new and revised Standards

Amendments to IFRS Standards and the new lnterpretaﬂon' that are mandatorily effective for the current
year '

In the current year; the company has applied a number of amendments to IFRS standards and interpretations
issued by the International Accounting Standards Board (IASB) as follows:

TFRS 9, “Financial l.nstruments”

IFRS 15, “Revenue from Contracts with Customers”

TFRS 2 (amendments) “Classification and Measurement of Share-based Payrment T ransactions
JAS 28 (amendmenm), “Investments in Assomates and joint ventures”

IAS 40 (amendments), “Transfers of Investment Property”

TFRIC 22, “Foreign Currency Transactions and Advance Consideration”

"The adoptlon of the new and revised standards did not have any impact on the amounts recogmsed in the
current or prior year. Overviews of IFRS 9 and [FRS 15 are described below.

a) Impact of initial application of IFRS 9 Financial ]nstmmeni.y

—

In the current year, the company has applied IFRS 9 Financial Instruments (as revised in July 2014) and the
related cofisequential amendments to other IFRS Standards that are effective for an annual period that begins
on or after 1 January 2018. The company only has a limited range of financial instruments and the adoption of
IFRS 9 did not have any impact on the comparative information.

IFRS 9 introduced.new requirements for:

The classification and measurement of financial assets and financial liabilities,
Impairment of financial assets, and
General hedge accounting.

After considering the impact from the classification and measurement of financial instruments on the financial
statements; the company concluded that comparative figures did not need to be restated in light of new
requirements.

12



NH Foods U.K. Limited

Notes to the financial statements _
For the year ended 31 March 2019 (continued)

1

2.

General Information (continued)

In relation to the impairment of financial assets, IFRS 9 requires-an expected credit loss model as opposed to
an incurred credit loss model under IAS 39. The expected credit loss model requires thé company to account
for expected credit losses and changes in those expected credit losses at each reporting date to reflect changes
in credit risk since initial recognition of the financial assets. Given that the major amount of trade receivables
are made up of group companies which are wholly owned by the parent company, NH Foods Ltd., and the
company’s policy regarding credit risk described in the Strategic report, no impairment has been recognised in
both current and prior year under IFRS 9.

The company utilises derivatives only for the purpose of economic hedging and does not apply hedge
accounting in the financial statements. Therefore, no impact has been recognised with regard to the changes in
general hedge accounting,

b) Impact of initial application of IFRS 15 Revenue from Contracts with Customers

In the current year, the Company has applied IFRS 15 Revenue from Contracts with Customers (as amended in
April 2016) which is effective for an annual period that begins on or after | January 2018. TFRS 15 introduced
a 5-step approach to revenue recognition, More prescriptive guidance has been added in IFRS 15 to deal with
specific scenarios.

The company analysed each revenue stream and applied the 5-step approach fo revenue recognition. After the
analyses and consideration along with the new requirements, no impact on comparative figures has been
recognised. The accounting policy for revenue can be seen in note 2.

Significant accounting policies
Basis of accounting

As permitted by FRS 101, the company has taken advantage of the disclosure exemptions available under that
standard in relation to financial instruments, fair value, capital management, presentation of a cash flow
statement, standards not yet effective and related party transactions. Where relevant, equivalent disclosures have
been given in the group financial statements of NH Foods Ltd. The group financial statements of NH Foods Ltd.
are available to the public and can be obtained as set out in note 16.

The financial statements have been prepared under the historical cost convention, except for the revaluation of
certain financial instruments that are measured at fair values at the end of each reporting period, as explained in
the accounting policies below. Historical cost is generally based on the fair value of the consideration given in
exchange for the goods and services. -

Going concern basis

The company has considerable financial resources which include “Cash and bank balances” of ¥1,723,524,000
as shown on page 10, and stable borrowing facilities with banks. As the company’s major customer is a member
of the NH Foods group, the company can maintain a good trading relationship with the customer. As a
consequence, the directors believe that the company is well placed to manage its business risks successfully -
despite the current uncertain economic outlook. The directors have a reasonable expectation that the company
has adequate resources to continue in operational existence for the foreseeable future. Accordingly, the directors
continue to adopt the going concern basis in preparing the annual report and financial statements.

13



NH Foods U.K. Limited

Notes to the financial statements
For the year ended 31 March 2019 (continued)

2.

Significant accounting policies (continued)

Property, plant and cquipment

Property, plant and equipment is stated at historical cost net of depreciation and any provision for impairment.
Depreciation is provided on cost in equal annual instalments over the estimated useful lives of assets at the
following rates:

Short-term leasehold improvements Over the period of the lease

Furniture and fittings 25% per annum

Motor vehicles 25% per annum
Inventories

Inventories are stated at the lower of cost and net realisable value, Cost comprises direct materials and, where
applicable, direct labour costs and those overheads that have been incurred in bringing the iniventories to their
present location and condition. Cost is calculated using the weighted average method. Net realisable value
represents the estimated selling pnce less all estimated costs of completion and costs to be incurred in marketing,
selling and distribution.

Foreign exchange

Transactions in currencies other than the company’s functional currency (forelgn currencies) are recognised at
the rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monetary assets and
liabilities that are denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated in foreign currencies are translated at the rates
prevailing at the date when the fair value was determined. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the period.
Taxation .
The tax expense represents the sum of the tax currently payable and deferred tax:

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) usmg the tax rates and laws that have been enacted or substantively enacted by ‘the balance sheet
date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and iis accounted for using the balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which deductible lemporary differences can be ulilised.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that
it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered. ’

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised based on tax laws and rates that have been enacted or substantively enacted at the balance
sheet date.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
rhanner in which the Company expects, at the end of the réporting period, to recover or settle the carrying amount
of its assets and liabilities. .



NH Foods U.K. Limited

Notes to the financial statements
For the year ended 31 March 2019 (continued)

2.

Lry e e e
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Significant accounting policies (continued)

Revenue

Revenue is measured based on the consideration to which the company expects to be entitled in a contract with
a customer and excludes amounts collected on behalf of third parties. The company recognises revenue when it
transfers control of a product to a customer. Revenue represents amounts receivable for goods provided in the
normal course of business, net of trade discounts, VAT and other sales related taxes.

The company recognises revenue from sales of meat products. The majority of customers are located overseas
and the company exports those products using certain terms, most of which are based on Incoterms, agreed
with customers in advance. The company refers to those terms and decides in which point control of a product
is transferred to customers. For the main sales of goods, revenue is recognised at a point when the goods are
loaded on board ships as buyers have full discretion over the manner of distribution and price to sell the goods,
and the primary responsibility after this point. A receivable is recognised by the company when the goods are
loaded on board as this represents the point in time at which the right to consideration becomes unconditional,
as only the passage of time is required before payment is due.

Leases
The costs of operating leases are charged to profit and loss on a straight-line basis over the period of the lease.

Financial instruments

- Financial assets and financial liabilities are recognised in the company’s balance sheet when the company
becomes a party to the contractual provisions of the instrument. Financial assets and financial liabilities are
initially measured at fair value. Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition: Transaction costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognised immediately in profit or loss.

Financial assets

All regular way purchases or sales of financial asséts are recognised and derecognised on a trade date basis.
Regular way purchases-or sales are purchases or salés of financial assets that require delivery of assets within .
the time frame established by regulation or convention in the marketplace. All recognised financial assets are
measured subsequently in their entirety at either amortised cost or fair value, depending on the classification of
the financial assets.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements 2 and the definitions of a ﬁnancxal habxhty and an equity mstmment

. nermeay:

Equity mslruments
Equity instruments issued by the Company are recognised at the proceeds received, net of direct issue costs.

Financial liabilities
All financial liabilities are measured subsequently at amortised cost using the effective interest method or at
FVTPL.

Impairment of financial assets . -

The company recognises a loss allowance for expected credlt losses on investments in debt mstruments that are
measured at amortised cost. The amount of expected credit losses is updated at each reporting date to reflect
changes in credit risk since initial recognition of the respective financial instrument.
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NH Foods U.K. Limited

Notes to the financial statements
For the year ended 31 March 2019 (continued)

2.

Significant accounting policics (continued)
Financial instruments (continucd)

The company always recognises lifetime cxpcctcd’crcdit losses for trade debtors. The expected credit losses on
these financial assets are estimated using a provision matrix based on the company ’s historical credit loss
experience, ad Justed for factors that are specific to the debtors, general economic conditions and an assessment
of both the current as well as the forccast direction of conditions at the reporting dale, including the time value
of money whére appropriate.

Derivative financial instruments

The company uses derivative financial instruments to reduce exposure to foreign exchange risk. The company
does not hold or issue derivative ﬁnancnal instruments for speculanve purposes:

Gains and losses arising on these contracts are recognised at fair value through profit and loss.

Critical accounting judgements and key sources of cstimation uncertainty

. In the appllcatlon of the company’s accounting policies, which are déscribed in note 2, the directors are requ:red
to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions-are based on historical experience
and other factors that are considered to be relevant. Actual results may differ from these estimates.

It is thé opinion of directors that there are no such cntlcal judgements or estimates.
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NH Fdods U.K. Limited

Notes to the financial statements
For the year ended 31 March 2019 (continued)

4,

Revenue

Revenue comprises a single ¢lass of business, being the amount received or receivable from the sale of meat
products excluding any valuc-added tax.

At contract inception, the company assesses the goods and services promised in its contracts with customers and
identifies a performance obligation for each promise to transfer to the customer a good or service that is distinct.
Neither right to return nor warranties has been given to customers.

No contract assets or liabilities have been recognised in both current and prioryear due.to no timing différences
between the company’s performance obligation being satisfied and the customers’ billings. Sales to Japan can
be billed at the point of loading goods on board ships, when control of goods is transferted to customers and
therefore the performance obligation is satisfied, with no fixed payment schedule, whlls( corresponding
receivables are usually collected within 30 days.

The amount of sales to other group companies (Japan Food Corporation, Hoko, NH Foods Taiwan, Nippo Hong
Kong, NH Foods Singapore, NH Foods Vietnam and Day Lee Foods) included in revenue is ¥23,717,291,000

. (2018: ¥21,546,631,000).

Geographical analysis of revenue by destination is as follows:

2019 2018

¥000 ¥4000

Japan . 23,529,703 21,230,054
Other Asian countries . 1,372,383 1,480,722
Europe . 596,246 495,918
USA 96,439 106,985

25,594,771~ 23,313,679

Interest payable and similar charges

2019 2018
¥000 ' ¥4000
Bank interest payable 135 95
Profit/(Loss) before taxation
Profit/(Loss) before taxation is-stited after chaiging:
2019 2018
¥¢000 ¥000
Fees payable to the company’s auditor for the audit of the company’s ' ‘
financial statements 3,109 2,980
Fees payable to the company’s auditor for non-audit work '
- Taxation compliance services 5,261 - 5,355
- Other services . 51 15,570
Depreciation - owned assets : S 9,185 9,225 .
Rentals under operatmg leases . 31,799 30,421
Contributions to the Company’s Pension Plan : 4,359 4,356
Foreign exchange loss / (gain) 47,841 43,774
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NH Foods U.K. Limited

Notes to the financial statements o
For the year ended 31 March 2019 (continued)

7. inIOrmg_tion regarding directors and employees

Directors’ emolumeiits

Reniuncration of the highest paid director

Average number of persons employed (including directors):

Sales and distribution
Admini$tration

Employces’ costs during the year (including dircetors):

Wagcs and salaries
Social security costs . o

2019 2018
4000 ¥000
41,106 55,362
41,106 55,362
No. No.

19 19

5- 5.

24 2%
¥000 ¥000
306,962 269,802
16,739 114,076

There are two directors serving the company. One of'them is stationed in Japan, and not paid for services provided to

the company.
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NH Foods U.K. Limited

Notes to the financial statements
For the year ended 31 March 2019 (continued)

8. Tax on profit/loss
(a) Analysis of tax charge

Current tax:
United Kingdom corporation tax at 19% (2018: 19%) based on
the profit/loss for the year .
Adjustments in respect of prior years

Total current tax

Deferred tax:
Property, plant and equipment
Derivatives contracts
Losses
Adjustments in respect of prior years

Total deferred tax

Tax on profit/loss

(b) Factors affecting current tax charge

2019 2018
¥000 ¥000
(34,818) -
13,303 1,429
(21,515) 1,429
215 1,132
5,540 (4,957)
(10,729) 10,729
97 (702)

(4,877) 6,202
(26,392) 7,630

The tax assessed in the period is higher than that resulting from applying the standard rate of corporatlon tax in

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

Profit/(Loss) before tax

Tax at 19% (2018': 19%) thereon:
Expenses not deductiblé for tax purposes
Adjustments in respect of prior years
Effect of changes in tax rates

Total curfent tax (charge)/credit for the year

12019 2018
¥000 ¥000
138,150 (58,003)
(26,248) " 11,021
2,136 (2,996)
(2,203) 727
(77 (1,121)
(26,392) 7,630

A deferred tax asset has been recogmsed in respect of temporary dlfferences, the amount of the asset recognised
is 3,030,000 yen at a 19% tax rate (2018: the amount of the asset recognised was 7,906,000 yen at a 19% tax
rate). The directors expect that it is probable that future taxable profit will be available against which the deferred

tax assets can be utilised based on internal information available including the annual budget.

Factors that may affect futuré tax charges

Deferred tax is calculated at the tax rate that has been enacted or substantively enacted at the balance sheet date.
A reduction in the rate of corporation tax to 19% from April 2017 and 18% from April 2020 has been applied in
the calculation of deferred tax: On 16 March-2016, the chancellor announced a further reduction to 17% in the

statutory rate of UK corporation tax from 1 April 2020 and this was enacted on 15 September 2016.
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NH Foods U.K. Limited

Notes to the financial statements

For the year ended 31 March 2019 (continued)

9..

10.

Property, plant and cquipment

Cost

At ] April 2018
Additions
Disposals

At 31 March 2019

Depreciation

At 1 April 2018
Charge for the year
Disposals

At 31 March 2019

Net book value
At ] April-2018

At 31 March 2019

Trndé and other reccivables

Trade receivables

Amouints owed by group undertaKings
Other receivables; Corporation tax for the year.

Prepayments
Derivative assets

Short-term . Furniture
leaschold and Motor

improveients fittings vehicles Total
¥000 ¥4000 ¥:000 ¥000
28,238 16,416 7,376 52,030

- 1,708 - 1,708

- (464) - (464).
28,238 17,660 7,376 . 53,274
7,579 12,051 4,253 23,883
5,389 1,952 1,844 9,185

- (397) - (397)
12,968 13,606 6,097 32,671
20,659 4,365 3,123 28,147
15,270 4,054 1,279 20,603
2019 2018

¥000 ¥000
190,917 386,766
1,760,472 2,052,312
s 2,001
9,171 10,974
14,390 14,936
9 11,559
1,974,959 2,478,548

The amounts owed by group undertakings (other related ﬁarties) have no fixed repayment schedu]e,' are

unsecured and do not bear interest.
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NH Foods U.K. Limited

Notes to the financial statements
For the year ended 31 March 2019 (continued)

11.  Trade and other payables

2019 2018

¥000 ¥000

"Trade payables 1,590,703 1,428,477
Amounts owned to group undertakings 163 307

Other creditors: Corporation tax for the year ' 15,425 -

Other taxation and social security : 8,268 6,742

Accruals 8,763 5,493

Derivative liabilities 20,622 3,012

1,643,944 1,444,031

The amounts owed to group undertakings (other related partieé) have no fixed repayment schedule, are unsecured
and do not bear interest.

12.  Share capital

2019 2018
Authorised:
500,000 ordinary shares of £1 each - £500,000 £500,000
Called up, allotted, and fully paid: .
300,000 ordinary shares of £1 each . £300,000 £300,000
Equivalent in Japanese Yen (¥’000) 78,366 78,366
.13, Retained earnings

) ¥000
Balance at | April 2017 1,972,370
Net loss for thé financial year (50,373)
Balance at 1 April 2018 1,921,996
Net profit for the financial year - 111,758
Balance at 31 March 2019 i 2,033,754
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NH Foods U.K. Limited

Notes to the financial statements
For the year ended 31 March 2019 (continued)

14,  Operating lease commitments

-At 31 March 2019; the company had outstanding commitments for future minimum lease paymeits under non-
cancellable operating leases, which fall due as follows:

Land and buildings
2019 2018
¥<000 ¥¢000
Within one year 31,299 32,250
In the second to fifth years inclusive - 49,556 83,313
Afler five years A - -
80,855 115,563
15.  Derivative financial instruments
2019 2018
- . ¥4000 . ¥000
Financial assects or liabilitics carricd at fair value
through profit or loss (FVTPL)
Forward foreign currency contracts gain 9 11,559
Forward forelgn currency contracts loss (20,622) (3,012)
(20,613) 8,541
Forward foreign currency contracts principal . , 2,424,139 - 1,111,022

The company uses dérivatives to economically hedgeits exposures to changes in foreign currency exchange
rates arising from forelgn currency purchases or sales. The fair values are based on market values of equivalent
instruments at the balance sheet date.

16.  Controlling party

In the opinion of the directors, the company s immediate and ultimate parent company and controllmg party is
NH Foods Ltd., a company incorporated in Japan. The parent company of the largest and smallest group of
which the company is a‘part and which prepares consolidated financial statements is NH Foods Ltd.

Copies of the group consolidated financial statements of the ultimate parent company can be obtained from its:
registered office: NH Foods Ltd., »4-9 Umeda 2- chome Kita-ku, Qsaka 530-0001, Japan.
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